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AN ACT

Providing for the establishnment, organization, operation and
term nation of fraternal benefit societies; inposing
addi ti onal powers and duties on the Insurance Departnent and
on the Insurance Comm ssioner; providing penalties; and
maki ng repeal s.
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1 Section 610. Unfair nethods of conpetition and unfair and

2 deceptive acts and practices.

3 Section 611. Fees.

4 Section 612. Taxation.

5 Section 613. Service of process.

6 Section 614. Review

7 Section 615. Penalties.

8 Section 616. Applicability of insurance | aws.

9 Section 617. Exenption of certain societies.

10 Chapter 7. Repeals and Effective Date

11 Section 701. Repeals.

12 Section 702. Effective date.

13 The General Assenbly of the Conmonweal th of Pennsyl vani a
14 hereby enacts as foll ows:

15 CHAPTER 1

16 CENERAL PROVI SI ONS

17 Section 101. Short title.

18 This act shall be known and may be cited as the Fraternal
19 Benefit Societies Code.
20 Section 102. Definitions.
21 The foll ow ng words and phrases when used in this act shal
22 have the meanings given to themin this section unless the
23 context clearly indicates otherw se:
24 "Benefit contract."” The agreenent for provision of benefits
25 authorized by section 401, as that agreenent is described in
26 section 404(a).
27 "Benefit menber."” An adult nmenber who is designated by the
28 laws or rules of the society to be a benefit nenber under a
29 Dbenefit contract.
30 "Certificate.” The docunent issued as witten evidence of
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t he benefit contract.

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Departnent.” The Insurance Departnent of the Conmonweal t h.

“Inmpaired.” For a society that does not wite variable
contracts, inpaired means whenever the society's assets are |ess
than its total liabilities. For a society that does wite

vari abl e contracts, inpaired nmeans whenever the society's assets

are less than its total liabilities, plus the required surplus
for a nutual life insurer to wite such contracts.
"Insurance laws." Laws and regul ations pertaining to

i nsurance conpani es.

"Laws." The society's articles of incorporation,
constitution and byl aws, however desi gnat ed.

"Lodge." Subordinate nmenber units of the society, known as
canps, courts, councils, branches or by any other designation.

"Premiuns."” Premuns, rates, dues or other required
contributions by whatever name known, which are payabl e under
the certificate.

"Rules."” Rules, regulations or resolutions adopted by the
supremnme governing body or board of directors which are intended
to have general application to the nenbers of the society.

"Society." Fraternal benefit society, unless otherw se
i ndi cat ed.

Section 103. Fraternal benefit societies.

Any incorporated society, order or suprene |odge, wthout
capi tal stock, including one exenpted under the provisions of
section 617(a)(2) whether incorporated or not, conducted solely
for the benefit of its menbers and their beneficiaries and not

for profit, operated on a | odge systemw th or w thout

19910S0186B0195 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

ritualistic formof work, having a representative form of
government and providing benefits in accordance with this act,
is hereby declared to be a fraternal benefit society.

Section 104. Lodge system

(a) GCeneral rule.--A society is operating on the | odge
systemif it has a suprene governing body and subordi nate | odges
into which nenbers are elected, initiated or admtted in
accordance with its laws, rules and rituals. Subordinate | odges
shall be required by the laws of the society to hold regul ar
neetings at |east once in each quarter in furtherance of the
pur poses of the society.

(b) Lodges for children.--A society may, at its option,
organi ze and operate | odges for children under the m ni mum age
for adult nenbership. Menbership and initiation in |ocal |odges
shall not be required of such children, nor shall they have a
voi ce or vote in the managenent of the society.

Section 105. Representative form of governnent.

A society has a representative formof government when the
foll owi ng circunstances occur:

(1) It has a suprenme governing body constituted in one
of the follow ng ways:

(1) The suprene governing body is an assenbly
conposed of del egates elected directly by the nmenbers or
at internedi ate assenblies or conventions of nmenbers or
their representatives, together with other del egates as
may be prescribed in the society's laws. A society may
provi de for election of delegates by nmail. The el ected
del egates shall constitute a mgjority in nunber and shal
not have |ess than two-thirds of the votes and not |ess

than the nunber of votes required to amend the society's

19910S0186B0195 - 5 -
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| aws. The assenbly shall be el ected and shall neet at

| east once every four years and shall el ect a board of
directors to conduct the business of the society between
neeti ngs of the assenbly. Vacancies on the board of
directors between elections may be filled in the manner
prescri bed by the society's | aws.

(i1i) The supreme governing body is a board conposed
of persons el ected 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 nmenmber nmay not exceed four years. Vacancies on
t he board between el ections may be filled in the manner
prescri bed by the society's | aws. Those persons el ected
to the board shall constitute a ngjority in nunber and
not | ess than the nunber of votes required to anend the
society's laws. A person filling the unexpired term of an
el ected board menber shall be considered to be an el ected
menber. The board shall neet at |east quarterly to
conduct the business of the society.

(2) The officers of the society are elected either by
supremnme governing body or by the board of directors.
(3) Only benefit nenbers are eligible for election to

supremnme governing body, the board of directors or any

i nternedi ate assenbl y.

(4) Each voting nmenber has one vote; no vote nmay be cast

by proxy.

(a)

Section 106. Purposes, powers and limtations of societies.

Pur poses. --A society shall operate for the benefit of

30 nenbers and their beneficiaries by:

19910S0186B0195 - 6 -
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(1) providing benefits as specified in section 401; and
(2) operating for one or nore social, intellectual,
educational, charitable, benevolent, noral, fraternal,
patriotic or religious purposes for the benefit of its
menbers, which may al so be extended to ot hers.
These purposes may be carried out directly by the society, or
indirectly through subsidiary corporations or affiliated
or gani zati ons.

(b) Powers.--Every society shall have the power to adopt
| aws and rules for the governnent of the society, the adm ssion
of its nmenbers and the managenent of its affairs. The society
shall have the power to change, alter, add to or anend such | aws
and rules and shall have such other powers as are necessary and
incidental to carrying into effect the objects and purposes of
t he society.

(c) Limtations.--No subsidiary corporation or affiliated
organi zation shall transact insurance or engage in any other
activity regul ated under Pennsylvania | aw unl ess the subsidiary
corporation or affiliated organization conplies with al
provi sions of the applicable law. No society or subsidiary
corporation or affiliated organization through which a society
carries out its purposes shall own or operate a funeral hone or
undert aki ng establ i shnment.

CHAPTER 2
VEMBERSHI P
Section 201. Qualifications for menbership.

(a) GCeneral rule.--A society shall specify inits |aws or
rul es:

(1) Eligibility standards for each and every cl ass of

menbership. |If benefits are provided on the lives of

19910S0186B0195 - 7 -
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children, the m ninmum age for adult nenbership shall be 15

years and the maxi num age shall be 21 years.

(2) The process for adm ssion to nmenbership for each
menber shi p cl ass.

(3) The rights and privil eges of each nmenbership cl ass.
Only benefit nmenbers shall have the right to vote on the
managenent of the insurance affairs of the society.

(b) Social nmenbers.--A society may al so admt social nenbers
who shall have no voice or vote in the nmanagenent of the
i nsurance affairs of the society.

(c) Menbership is personal.--Mnbership rights in the
soci ety are personal to the nenber and are not assi gnabl e.
Section 202. Ofice, neetings, publications and grievance

pr ocedur es.

(a) Ofice and neetings.--The principal office of any
donmestic society shall be located in this Commonweal th. The
neeti ngs of the suprenme governing body of the society may be
held in any state or country on the North American continent, or
in any other |ocation determ ned by the suprene governing body.
Al'l business transacted at such neetings shall be as valid in
all respects as if the neetings were held in this Comonweal th.
The m nutes of the proceedi ngs of the suprene governing body and
of the board of directors shall be in the English | anguage.

(b) Publications.--

(1) A society may provide in its laws for an offici al
publication in which any notice, report or statenment required
by law to be given to nenbers, including notice of election,
may be published. Any required reports, notices and
statenments shall be printed conspicuously in the publication.

If the records of a society show that two or nore nenbers

19910S0186B0195 - 8 -
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have the sane mailing address, an official publication nailed

to one nenber is deened to be mailed to all nmenmbers at the

same address unl ess a nenber requests a separate copy. This
par agr aph shall not apply to certificate requirenents,
reports or notices in connection with the issuance of
certificates.

(2) Not later than June 1 of each year, a synopsis of
the society's annual statenent providing an expl anati on of
the facts concerning the condition of the society thereby
di scl osed shall be printed and nmailed to each benefit nenber
of the society or, in lieu thereof, the synopsis nmay be
published in the society's official publication.

(c) Gievance procedures.--A society nmay provide in its |aws
or rules for grievance or conplaint procedures for nenbers.
Section 203. Personal liability.

(a) GCeneral rule.--The officers and nmenbers of the suprene
governi ng body or any subordi nate body of a society shall not be
personal ly liable for any benefits provided by a society.

(b) Indemification and rei nbursenent. --

(1) Any person may be indemified and rei nbursed by any
soci ety for expenses reasonably incurred by, and liabilities
i nposed upon, that person in connection with or arising out
of any action, suit or proceeding, whether civil, crimnal,
adm ni strative or investigative, or threat thereof, in which
t hat person nmay be involved by reason of the fact that that
person is or was a director, officer, enployee or agent of
the society or of any firm corporation or organization which
t he person served in any capacity at the request of the
soci ety.

(2) A person shall not be so indemified or reinbursed:

19910S0186B0195 - 9 -
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(i) inrelation to any matter in an action, suit or
proceedi ng as to which the person shall finally be

adj udged to be or have been guilty of a breach of a duty

as a director, officer, enployee or agent of the society;

or

(i) inrelation to any matter in an action, suit or

proceedi ng, or threat thereof, which has been nade the

subj ect of a conprom se settl enent;
unl ess in either case the person acted in good faith for a
pur pose 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 reasonabl e
cause to believe that his conduct was unl awful .

(3) The determ nation whether the conduct of such person
met the standard required in order to justify indemification
and reinbursenent in relation to any matter described in
par agraph (2) may only be nmade by the supreme governi ng body
or board of directors by a ngjority vote of a quorum
consi sting of persons who were not parties to such action,
suit or proceeding or by a court of conpetent jurisdiction.
The term nation of any action, suit or proceedi ng by
j udgnment, order, settlenent, conviction, or upon a plea of no
contest, as to that person shall not in itself create a
concl usive presunption that the person did not neet the
standard of conduct required in order to justify
i ndemmi fication and rei nbursenent. The foregoing right of
i ndemi fication and rei nbursenent shall not be exclusive of
other rights to which that person nay be entitled as a matter
of law and shall inure to the benefit of that person's heirs,

executors and adm ni strators.

19910S0186B0195 - 10 -
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(c) Insurance.--A society shall have power to purchase and
mai ntai n i nsurance on behal f of any person who is or was a
director, officer, enployee or agent of the society, or who is
or was serving at the request of the society as a director,
of ficer, enployee or agent of any other firm corporation or
organi zati on against any liability asserted agai nst that person
and incurred in any such capacity or arising out of that
person's status as such, whether or not the society would have
the power to indemify the person against such liability under
this section.

Section 204. \iver.

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

CHAPTER 3
GOVERNANCE
Section 301. Organization.

(a) GCeneral rule.--A donestic society organized on or after
the effective date of this act shall be forned as provided in
this section.

(b) Articles of incorporation.--Seven or nore citizens of
the United States, a ngjority of whomare citizens of this
Commonweal th, 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
shal | be stated:

(1) The proposed corporate nanme of the society, which

shall not so closely resenble the nanme of any society or

19910S0186B0195 - 11 -
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i nsurance conpany as to be m sl eading or confusing.

(2) The purposes for which it is being formed and the
node in which its corporate powers are to be exercised. Such
pur poses shall not include nore |iberal powers than are
granted by this chapter.

(3) The nanmes and residences of the incorporators and
t he nanes, residences and official titles of all the
of ficers, trustees, directors or other persons who are to
have and exerci se 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 the officers shall be
el ected by the suprenme governing body, which el ection shal
be held not |later than one year fromthe date of issuance of
t he permanent certificate of authority.

(c) Filing.--Such articles of incorporation, duly certified
copies of the society's bylaws and rules, copies of all proposed
forms of certificates and applications therefor and circulars to
be issued by the society and a bond conditioned upon the return
to applicants of the advanced paynents if the organization is
not conpleted within one year shall be filed with the
conmmi ssi oner, who may require such further information as the
conmm ssi oner deens necessary. The bond with sureties approved by
t he commi ssioner shall be in an anpbunt, not |ess than $300, 000
nor nmore than $1, 500,000, as required by the comn ssioner. Al
docunents filed shall be in the English | anguage. If the
pur poses of the society conformto the requirenents of this
chapter and all provisions of the | aw have been conplied wth,

t he comm ssioner shall so certify, retain and file the articles
of incorporation and furnish the incorporators a prelimnary

certificate of authority authorizing the society to solicit

19910S0186B0195 - 12 -
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menbers as provided in this section.

(d) Duration of prelimnary certificate.--No prelimnary
certificate of authority granted under the provisions of this
section shall be valid after one year fromits date of issuance
or after a further period, not exceeding one year, as nmay be
aut hori zed by the comm ssi oner upon cause shown, unless the 500
applicants required under subsection (e) have been secured and
t he organi zati on has been conpleted as provided in this section.
The articles of incorporation and all other proceedi ngs
t her eunder shall becone null and void in one year fromthe date
of the prelimnary certificate of authority, or at the
expiration of the extended period, unless the society shall have
conpleted its organi zation and received a certificate of
authority to do business as provided in this section.

(e) Solicitation of nmenbers.--Upon receipt of a prelimnary
certificate of authority fromthe conm ssioner, the society may
solicit nmenbers for the purpose of conpleting its organization,
shall collect fromeach applicant the anpbunt of not |ess than
one regular nonthly premiumin accordance with its table of
rates, and shall issue to each applicant a receipt for the
anount collected. No society shall incur any liability other
than for the return of the advance prem um nor issue any
certificate, nor pay or allow, or offer or prom se to pay or
all ow, any benefit to any person until the foll ow ng conditions
are met:

(1) Actual bona fide applications for benefits
aggregating at |east $500,000 have been secured on not |ess

t han 500 applicants, and any necessary evi dence of

insurability has been furnished to and approved by the

soci ety.

19910S0186B0195 - 13 -
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(2) At least ten subordinate | odges have been
established into which the 500 applicants have been adm tted.

(3) There has been submitted to the comm ssioner, under
oath of the president or secretary, or corresponding officer
of the society, a list of the applicants, giving the nanme and
address of each, the date each was admtted, the nane and
nunber of the subordinate | odge of which each applicant is a
menber, and the anmount of benefits to be granted and prem uns
for each applicant.

(4) It shall have been shown to the commi ssioner, by
sworn statenment of the treasurer, or corresponding officer of
the society, that at |east 500 applicants have each paid in
cash at |east one regular nonthly premiumas provided in this
subsection, which premuns in the aggregate shall anmount to
at | east $150, 000. These advance prem uns shall be held in
trust during the period of organization and if the society
has not qualified for a certificate of authority within one
year, as provided in this section, the premuns shall be
returned to the applicants.

(5) The conm ssioner nmay make such exam nation and
require such further information as the conm ssi oner deens
advi sabl e. Upon presentation of satisfactory evidence that
the society has conplied with all the provisions of |aw, the
conmmi ssioner shall issue to the society a certificate of
authority to that effect and to the effect that the society
is authorized to transact business pursuant to the provisions
of this chapter. The certificate of authority shall be prina
faci e evidence of the existence of the society at the date of
the certificate. The comm ssioner shall cause a record of the

certificate of authority to be made. A certified copy of the

19910S0186B0195 - 14 -



1 record may be given in evidence with like effect as the

2 original certificate of authority.

3 (f) Limtations.--The provisions of subsection (e) shall not
4 apply to:

5 (1) Any society organized prior to April 6, 1893, under
6 any statute of this Commonweal th which was engaged i n doing
7 business in this Commonwealth on that date. After the

8 effective date of this act, any such society nay exercise al
9 the rights conferred by this act and all the rights, powers,
10 privileges and exenptions now exercised or possessed by it,
11 under its charter or articles of incorporation or articles of
12 association, and neither its existence as a corporation nor
13 its rights to exercise any corporate rights, vested in it by
14 virtue of its past incorporation, shall be affected by

15 anyt hing contained in this act.

16 (2) Any fraternal benefit society incorporated under the
17 provi sions of the act of April 6, 1893 (P.L.10, No.6), the
18 act of May 20, 1921 (P.L.916, No.324), the act of July 17,

19 1935 (P.L.1092, No.357) or the act of July 29, 1977 (P.L. 105,
20 No.38), relating to fraternal benefit societies. For the
21 pur poses of this act, a corporation which is exenpt fromthe
22 requi renents of this section by reason of paragraph (1) shal
23 be deenmed to be a holder of a certificate of authority issued
24 under this act.
25 (g) Reincorporation not required.--Any incorporated society

26 authorized to transact business in this Conmonwealth at the tine
27 this act becones effective shall not be required to

28 reincorporate.

29 Section 302. Anmendnents to | aws.

30 (a) GCeneral rule.--A donmestic society may anmend its laws in

19910S0186B0195 - 15 -
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accordance with the provisions thereof by action of its suprene
governi ng body at any regular or special neeting thereof or, if
its laws so provide, by referendum The referendum nay 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 nmenbers or by the vote of |ocal
| odges. A society nmay provide for voting by mail. No anmendnent
submtted for adoption by referendum shall be adopted unl ess,
within six nonths fromthe date of subm ssion thereof, a
majority of the nenbers voting shall have signified their
consent to the anendnment by one of the nmethods specified in this
section. A society having a direct election formof organization
as described in section 105(1)(ii) may anend its constitution or
articles of incorporation only by referendum

(b) Approval of anendnent.--No anendnment to the | aws of any
donmestic society shall take effect unless approved by the
conmm ssi oner who shall approve the anendnent if the comm ssioner
finds that it has been duly adopted and is not inconsistent with
any requirenment of the laws of this Conmonwealth or with the
character, objects and purposes of the society. Unless the
conmm ssi oner shall disapprove the amendnent within 60 days after
the filing, the anendnent shall be consi dered approved. The
approval or disapproval of the comm ssioner shall be in witing
and shall be mailed to the secretary or correspondi ng officer of
the society at its principal office. If the comm ssioner
di sapproves the amendnent, the reasons for the di sapproval shal
be stated in the witten notice.

(c) Copies to nmenbers.--Wthin 90 days fromthe approval
t hereof by the comm ssioner, the anendnents, or a synopsis

t hereof, shall be furnished to all nmenbers of the society either

19910S0186B0195 - 16 -
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by mail 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 nail any amendnments or synopsis

t hereof, stating facts which show that sane have been duly
addressed and nmil ed, shall be prinma facie evidence that the
anmendnents or synopsis thereof have been furnished the

addr essee.

(d) Filings of foreign societies.--Every foreign or alien
soci ety authorized to do business in this Comonweal t h shal
file with the comm ssioner a duly certified copy of al
anmendnents of, or additions to, its laws within 90 days after
t heir enactnment.

(e) Certified copies as evidence.--Printed copies of the
| aws as anended, certified by the secretary or correspondi ng
of ficer of the society, shall be prina facie evidence of the
| egal adopti on.

Section 303. Institutions.

A society may create, maintain and operate or nay establish
organi zations to operate, not-for-profit institutions to further
t he purposes permtted by section 106(a)(2). These institutions
may furnish services free or at a reasonable charge. Any real or
personal property owned, held or |eased by the society for this
pur pose shall be reported in every annual statenent but shal
not be allowed as an admtted asset of the society except as
provi ded in section 501(b).

Section 304. Reinsurance.

(a) GCeneral rule.--A donestic society may, by a reinsurance
agreenent, cede any individual risk or risks in whole or in part
to an insurer (other than another fraternal benefit society)

havi ng the power to nake such reinsurance and authorized to do
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busi ness in this Commonweal th, or if not so authorized, one

whi ch is approved by the commi ssioner, but no society may
reinsure substantially all of its insurance in force without the
witten permssion of the conm ssioner. It may take credit for
the reserves on the ceded risks to the extent reinsured, but no
credit shall be allowed as an adnmitted 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, unless the reinsurance is payable by the
assum ng insurer on the basis of the liability of the ceding
soci ety under the contract or contracts reinsured w thout

di m nuti on because of the insolvency of the ceding society.

(b) Reinsurance by another society.--Notw thstanding the
[imtation in subsection (a), a society may reinsure the risks
of another society in a consolidation or nerger approved by the
conmi ssi oner under section 305.

Section 305. Consolidations and mergers.

(a) GCeneral rule.--A donestic society may consolidate or
nmerge with any other society by conplying with the provisions of
this section. It shall file with the conm ssi oner:

(1) A certified copy of the witten contract contai ning
in full the terns and conditions of the consolidation or
nmer ger .

(2) A sworn statenent by the president and secretary or
correspondi ng officers of each society show ng the financial
condition of the society on a date fixed by the comm ssi oner
but not earlier than Decenber 31 next preceding the date of
t he contract.

(3) Acertificate of the officers, duly verified by

their respective oaths, that the consolidation or nerger has
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been approved by a two-thirds vote of the suprene governing

body of each society, which vote had been conducted at a

regul ar or special neeting of each body or, if the society's

laws permt, by mail.

(4) Evidence that at |east 60 days prior to the action
of the suprene governing body of each society, the text of
the contract was furnished to all nmenbers of each society
either by mail or by publication in full in the official
publicati on of each society.

(b) Approval by commi ssioner.--1f the comm ssioner finds
that the contract is in conformty with the provisions of this
section, that the financial statenments are correct and that the
consolidation or nmerger is just and equitable to the nmenbers of
each society, the comm ssioner shall approve the contract and
issue a certificate to that effect. Upon this 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 laws of that state or territory
and a certificate of the approval filed with the conm ssi oner of
this Coomonwealth or, if the laws of that 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 conm ssioner of insurance of that state or territory and
a certificate of the approval filed with the conm ssi oner of
t hi s Commonweal t h.

(c) Vesting of rights and liabilities.--Wen the
consol idation or nmerger becones effective as provided in this

section, all the rights, franchises and interests of the
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consol idated or nerged societies in and to every species of
property, real, personal or mxed, and things in action

t hereunt o bel ongi ng shall be vested in the society resulting
fromor remaining after the consolidation or nerger wthout any
ot her instrunent, 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 Conmonweal t h
in any of the societies consolidated or nerged, shall not revert
or be in any way inpaired by reason of the consolidation or
nmerger, but shall vest absolutely in the society resulting from
or remaining after the consolidation or nerger.

(d) Effect of affidavit.--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 docunment has been duly
addressed and nmil ed, shall be prinma facie evidence that the
noti ce or docunent has been furni shed the addressees.

Section 306. Conversion of fraternal benefit society into
mutual |ife insurance conpany.

Any donestic fraternal benefit society nay be converted and
licensed as a nutual life insurance conpany by conpliance with
all the requirenents of the act of May 17, 1921 (P.L. 682,

No. 284), known as The Insurance Conpany Law of 1921, if the plan
of conversion has been approved by the comm ssioner. A plan of
conversion shall be prepared in witing by the board of
directors setting forth in full the terms and conditions of
conversion. The affirmative vote of two-thirds of all nenbers of
t he supreme governing body at a regular or special neeting shal
be necessary for the approval of such plan. No conversion shal
take effect unless and until approved by the comm ssi oner who

may give approval if the conm ssioner finds that the proposed
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change is in conformty with the requirenents of

prejudicial to the certificateholders of the society.

CHAPTER 4
CONTRACTUAL BENEFI TS

Secti on 401. Benefits.

| aw and not

(a) GCeneral rule.--A society authorized to do business in

this Commonweal th may provide the follow ng contractual

in any form
(1) Death benefits.
(2) Endowrent benefits.
(3) Annuity benefits.

(4) Tenporary or permanent disabili

ty benefits.

(5) Hospital, medical or nursing benefits.

(6) O her benefits which are authorized for

licensed to wite life, accident and health i nsurance and

whi ch are not inconsistent with this chapter

(b) Eligible nenbers.--A society shal

t hose persons who may be issued, or covered by,

i nsurers

benefits

specify inits rules

t he contractual

benefits in subsection (a), consistent with providing benefits

to menbers and their dependents. A society nay provide benefits

on the lives of children under the m ni num

age for adult

menber shi p upon application of an adult person.

Secti on 402. Benefici ari es.

(a) Designation.--The owner of a benefit contract shal

the right at all tines to change the benefi

ciary or

beneficiaries in accordance with the laws or rules of the

soci ety unless the owner waives this right

requesting in witing that the beneficiary

irrevocable. A society may, through its |aws or rules,

scope of beneficiary designations and shal
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revocabl e beneficiary shall have or obtain any vested interest
in the proceeds of any certificate until the certificate has
beconme due and payable in conformty with the provisions of the
benefit contract.

(b) Paynent of funeral benefits.--A society may nake
provi sion for the paynment of funeral benefits to the extent of
that 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, provided the portion so paid shall not
exceed the sum of $2000.

(c) Absence of beneficiary.--1f, at the death of any person
i nsured under a benefit contract, there is no | awmful beneficiary
to whom t he proceeds shall be payable, the anmount of the
benefit, except to the extent that funeral benefits may be paid
as provided in this section, shall be payable to the personal
representative of the deceased insured, or if none, then paynent
may be nmade in accordance with 20 Pa.C. S. 8§ 3101(d) (relating to
paynents to famly and funeral directors). If the owner of the
certificate is other than the insured, the proceeds shall be
payabl e to the owner.

Section 403. Benefits not attachable.

No noney or other benefit, charity, relief or aid to be paid,
provi ded or rendered by any society shall be liable to
attachnment, garni shnment or other process, or to be seized,

t aken, appropriated or applied by any | egal or equitable process
or operation of law to pay any debt or liability of a nenber or
beneficiary, or any other person who may have a ri ght

t hereunder, either before or after paynment by the society.

Secti on 404. Benefit contract.
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(a) General rule.--Every society authorized to do business
in this Commonweal th shall issue to each owner of a benefit
contract a certificate specifying the amount of benefits
provi ded by the contract. The certificate, together with any
riders or endorsenents attached to it, the laws of the society,
the application for nmenbership, the application for insurance
and declaration of insurability, if any, signed by the
applicant, and all amendnents to each thereof, shall constitute
t he benefit contract, as of the date of issuance, between the
society and the owner, and the certificate shall so state. The
certificate shall also incorporate by reference the | aws of the
Society. The society shall nmaintain a copy of its |laws at each
| odge for inspection by the benefit nenber, and shall furnish a
copy to each benefit nenber upon request. A copy of the
application for insurance and declaration of insurability, if
any, shall be endorsed upon or attached to the certificate. Al
statenments on the application shall be representati ons and not
warranties. Any waiver of this provision shall be void.

(b) Effect of subsequent changes.--Any changes, additions or
anmendnents to the laws of the society duly nade or enacted
subsequent to the issuance of the certificate shall bind the
owner and the beneficiaries, and shall govern and control the
benefit contract in all respects the sane as if the changes,
addi tions or anendnents had been made prior to and were in force
at the time of the application for insurance, except that no
change, addition or anendnent shall destroy or dimnish benefits
whi ch the society contracted to give the owner as of the date of
i ssuance.

(c) Effect on mnority.--Any person upon whose life a

benefit contract is issued prior to attaining the age of
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majority shall be bound by the ternms of the application and
certificate and by all the laws and rules of the society to the
same extent as though the age of majority had been attained at
the tinme of application.

(d) Paynent of deficiencies.--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 anmount of the owner's equitable
proportion of such deficiency as ascertained by its board, and
if the paynment is not nade:

(1) it shall stand as an i ndebtedness agai nst the
certificate and draw interest not to exceed the rate
specified for certificate |oans under the certificates; or

(2) inlieu of or in conbination with paragraph (1), 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 is made.

(e) Certified copies as evidence.--Copies of any of the
docunents nentioned in this section, certified by the secretary
or corresponding officer of the society, shall be received in
evi dence of the ternms and conditions thereof.

(f) Content.--No certificate, application, rider or
endor sement used in connection therewith shall be delivered or
i ssued for delivery in this Cormmonweal th unless the form
contains provisions required for like forns issued by life,
accident and health insurers in this Comonweal th and a copy of
the formhas been filed with and approved by the comm ssioner in

t he manner provided for like policies issued by life, accident
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and health insurers in this Comonweal th. Every life, accident,
health or disability insurance certificate, every annuity
certificate, and every application, rider or endorsenent used in
connection therewith approved prior to the effective date of
this act shall be brought into conpliance with this chapter

wi thin one year of the effective date of this act.

(g) Premumgrace period.--The certificate nay contain a
provision for a grace period for paynent of prem uns of one ful
nmonth in its certificates.

(h) Additional provisions.--The certificate shall also
contain the fol |l ow ng:

(1) A provision stating the anmount of prem unms 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 tinme of issuance of the
certificate which, if violated, will result in the
term nation or reduction of benefits payabl e under the
certificate.

(2) A provision that any nmenber expelled or suspended,
except for nonpaynment of a premumor within the contestable
period for material msrepresentation in the application for
menber shi p or insurance, shall have the privil ege of
mai ntai ning the certificate in force by continuing paynent of
the required prem um

(3) A provision that in case the age or sex of the
menber or of any other person is considered in determning
the premumand it is found at any tinme before final
settl enent under the certificate that the age or sex has been
m sstated, and the discrepancy and prem um i nvol ved have not

been adj usted, the anpbunt payable under the certificate shal

19910S0186B0195 - 25 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

be such as the prem um woul d have purchased at the correct

age and sex. If the correct age was not an insurable age

under the society's charter or |laws, only the prem uns paid
to the society, |ess any paynents previously nade to the
menber, shall be returned or, at the option of the society,

t he amobunt payabl e under the certificate shall be such as the

prem um woul d have purchased at the correct age according to

the society's pronul gated rates and any extension thereof
based on actuarial principles.

(i) Transfer of contract or ownership.--Benefit contracts
i ssued on the lives of persons bel ow the society's m ni num age
for adult nenbership nay provide for transfer of control or
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, government and control of the
certificates and all rights, obligations and liabilities
incident thereto and connected therewith. Oamership rights prior
to the transfer shall be specified in the certificate.

(j) Assignnent.--A society may specify the terns and
conditions on which benefit contracts nmay be assigned.

Section 405. Nonforfeiture benefits, cash surrender val ues,
certificate | oans and ot her options.

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

(b) New certificates.--For certificates issued on or after
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one year fromthe effective date of this act for which reserves
are conputed on the Comm ssioner's 1941 Standard Ordi nary
Mortality Table, the Comm ssioner's 1941 Standard I ndustri al
Tabl e or the Comm ssioner's 1958 Standard Ordinary Mortality
Tabl e, or the Comm ssioner's 1980 Standard Mortality Table, or
any nore recent table nmade applicable to life insurers, every
pai d-up nonforfeiture benefit and the anmount of any cash
surrender value, |oan or other option granted shall not be |ess
t han the correspondi ng amount ascertained in accordance with the
| aws of this Commonweal th applicable to |ife insurers issuing

policies containing |ike benefits based upon such tabl es.

CHAPTER 5
FI NANCI AL
Section 501. |Investnents.
(a) GCeneral rule.--A society shall invest its funds only in

i nvestnments authorized by the laws of this Commonweal th for the
i nvestnment of assets of life insurers and subject to the
l[imtations thereon. Any foreign or alien society permtted or
seeking to do business in this Comopnweal th 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 requirenents of this section for the
i nvest ment of funds.

(b) Real estate.--In addition to the investnment of assets as
prescribed in this section or any other |laws of this
Commonweal th, a fraternal benefit society may purchase, receive,
hol d and convey real estate or any interest therein for the
pur pose of nmi ntenance or construction of canps or recreational
areas wWith necessary facilities for all its nmenbers. These

assets shall be shown on the annual statenent at cost in the
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year acquired and may not exceed 5% of other admtted assets of
t he society.
Section 502. Funds.

(a) GCeneral rule.--Al assets shall be held, invested and
di sbursed for the use and benefit of the society, and no nenber
or beneficiary shall have or acquire individual rights therein
or becone entitled to any apportionnment on the surrender of any
part thereof, except as provided in the benefit contract.

(b) Special funds.--A society nay create, maintain, invest,
di sburse and apply any special fund or funds necessary to carry
out any purpose permtted by the |aws of the society.

(c) Separate accounts.--A society may, pursuant to
resolution of its supreme governing body, establish and operate
one or nore separate accounts and issue contracts on a variable
basis, subject to the insurance laws regulating life insurers
establ i shing those accounts and issuing those contracts. To the
extent the society deens it necessary in order to conply with
any applicable Federal or State |laws, or any rul es issued
t her eunder, the society may:

(1) Adopt special procedures for the conduct of the
busi ness and affairs of a separate account.

(2) For persons having beneficial interests therein,
provi de special voting and other rights, including, wthout
[imtation special rights and procedures relating to
i nvestment policy, investnent advisory services, selection of
certified public accountants, and selection of a conmttee to
manage the business and affairs of the account.

(3) |Issue contracts on a variable basis to which section
404(b) and (d) shall not apply.

CHAPTER 6
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REGULATI ON
Section 601. Val uation.

(a) Existing certificates.--Standards of valuation for
certificates issued prior to one year after the effective date
of this act shall be those provided by the | aws applicable
i medi ately prior to the effective date of this act.

(b) New certificates.--The m ni mum standards of val uation
for certificates issued on or after one year fromthe effective
date of this act shall be based on the follow ng tables:

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

(2) 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
t hi s Commonweal t h.

(c) Valuation methods and standards.--All of the valuations
under subsection (a) or (b) shall be under val uation nethods and
standards, including interest assunptions, in accordance with
the laws of this Commonweal th applicable to life insurers
i ssuing policies containing |like benefits.

(d) O her valuation standards.--The commi ssioner may, in his
di scretion, accept other standards for valuation if the
conmmi ssioner finds that the reserves produced thereby will not
be less in the aggregate than reserves conputed in accordance

with the m ni num val uati on standard prescribed in this section.
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The conmm ssioner may, in his discretion, vary the standards of
nortality applicable to all benefit contracts on substandard
lives or other extra hazardous |ives by any society authorized
to do business in this Conmonweal t h.

(e) Excess reserves.--Any society, with the consent of the
conmi ssi oner of insurance of the state of domicile of the
soci ety and under such conditions, if any, which the
conmi ssi oner may i npose, nmay establish and maintain reserves on
its certificates in excess of the reserves required thereunder,
but the contractual rights of any benefit nenber shall not be
af fected t hereby.

Section 602. Reports.

(a) GCeneral rule.--Reports shall be filed in accordance with
the provisions of this section.

(b) Annual statenent.--Every society transacting business in
this Cormmonweal th shall annually, on or before March 1, unless
for cause shown the tinme has been extended by the conm ssioner,
file with the comm ssioner a true statement of its financi al
condition, transactions and affairs for the precedi ng cal endar
year and shall pay the fee prescribed in section 701 for the
filing. The statenent shall be in general form and context as
approved by the National Association of Insurance Comn ssioners
for fraternal benefit societies and as suppl enented by
additional information required by the comm ssioner.

(c) Valuation of certificates.--As part of the annual
statement required in this section, each society shall, on or
before March 1, file with the comm ssioner a valuation of its
certificates in force on Decenber 31 |ast preceding. The
conmmi ssioner may, in his discretion for cause shown, extend the

time for filing the valuation for not nore than two cal endar
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nont hs. The val uation shall be done in accordance with the
standards specified in section 601. The val uation and underlying
data shall be certified by a qualified actuary.

(d) Failure to file statenment.--A society neglecting to file
the annual statement in the formand within the tine provided by
this section shall forfeit $100 for each day during which that
negl ect continues and, upon notice by the comm ssioner to that
effect, its authority to do business in this Conmonweal th shal
cease while the default continues.

Section 603. Annual |icense.

Soci eties which are now authorized to transact business in
this Commonweal th may continue such business until April 1 next
succeeding the effective date of this act. The authority of such
societies and all societies hereafter licensed, may thereafter
be renewed annually, but in all cases to ternm nate on the
succeeding April 1. However, a license so issued shall continue
in full force and effect until the new license is issued or
specifically refused. For each license or renewal the society
shall pay the comm ssioner the prescribed fee. A duly certified
copy or duplicate of such license shall be prima facie evidence
that the licensee is a fraternal benefit society within the
nmeani ng of this act.

Section 604. Examination of societies.

(a) GCeneral rule.--The conmm ssioner, or any person he nmay
appoi nt, may exanmi ne any donestic, foreign or alien society
transacting or applying for adm ssion to transact business in
this Cormonweal th in the sane manner as authorized for
exam nation of donmestic, foreign or alien insurers. Requirenents
of notice and an opportunity to respond before findings are nade

public as provided in the insurance |aws regul ating insurers
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shall al so be applicable to the exam nation of societies.

(b) Paynment of expenses.--The expense of each exam nation
and of each val uation, including conpensation and actual expense
of exam ners, shall be paid by the society exam ned or whose
certificates are val ued, upon statenents furnished by the
conmi ssi oner .

Section 605. Foreign or alien society; adm ssion.

No foreign or alien society shall transact business in this
Commonweal th without a |icense issued by the conm ssioner. Any
such society desiring adm ssion to this Commonweal t h shal
conply substantially with the requirenments and linmtations of
this act applicable to donestic societies. Any such society nmay
be licensed to transact business in this Commobnweal th upon
filing the followng with the conm ssioner and upon a show ng
that its assets are invested in accordance with the provisions
of this act:

(1) A duly certified copy of its articles of

i ncor poration.

(2) A copy of its bylaws, certified by its secretary or
correspondi ng officer.

(3) A power of attorney to the comm ssioner as
prescribed in section 613.

(4) 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 nmade by the supervising insurance official of its

home state or other state, territory, province or country,

satisfactory to the comm ssi oner.
(5) Certification fromthe proper official of its hone

state, territory, province or country that the society is
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legally incorporated and |icensed to transact business
t herein.
(6) Copies of its certificate forms.
(7) Such other information as the comm ssioner nmay deem
necessary.
Section 606. Injunction, liquidation and receivership of
donestic society.
(a) Notice of deficiencies and sanctions.--Wen the
conmmi ssi oner upon investigation finds that a donestic society:
(1) has exceeded its powers;
(2) bhas failed to conply with any provision of this act;
(3) is not fulfilling its contracts in good faith
(4) has a nenbership of |less than 400 after an exi stence
of one year or nore;
(5) is conducting business fraudulently or in a manner
hazardous to its nmenbers, creditors, the public or the
busi ness; or
(6) has becone inpaired;
t he comm ssioner shall notify the society of the deficiency or
deficiencies and state in witing the reasons for his
di ssati sfaction. The conm ssioner shall at once issue a witten
notice to the society requiring that the deficiency or
deficiencies which exist are corrected. After this notice the
soci ety shall have a 30-day period in which to conply with the
conmi ssioner's request for correction and, if the society fails
to conmply, the conm ssioner shall notify the society of the
findings of nonconpliance and require the society to show cause
on a date naned why it should not be enjoined fromcarrying on
any business until the violation conplained of shall have been

corrected or why an action in quo warranto shoul d not be
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commenced agai nst the society.

(b) Action by Attorney General.--If on that date the society
does not present good and sufficient reasons why it shoul d not
be so enjoined or why such action should not be commenced, the
conmmi ssi oner may present the facts relating thereto to the
Attorney Ceneral who shall, if he deens the circunstances
warrant, comrence an action to enjoin the society from
transacti ng business or in quo warranto.

(c) Hearing and order.--The court shall thereupon notify the
of ficers of the society of a hearing. If after a full hearing it
appears that the society should be so enjoined or |iquidated or
a receiver appointed, the court shall enter the necessary order.
No society so enjoined shall have the authority to do business
until all of the follow ng occur:

(1) The conm ssioner finds that the violation conplained
of has been corrected.

(2) The costs of such action shall have been paid by the
society if the court finds that the society was in default as
char ged.

(3) The court has dissolved its injunction.

(4) The conm ssioner has reinstated the certificate of
authority.

(d) Liquidation.--1f the court orders the society
liquidated, it shall be enjoined fromcarrying on any further
busi ness, whereupon the receiver of the society shall proceed at
once to take possession of the books, papers, noney and ot her
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 entitled thereto.

(e) Validity of action and appoi ntnment of receiver.--No
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action under this section shall be recognized in any court of
this Commonweal th unl ess brought by the Attorney General upon
request of the comm ssioner. \Wenever a receiver is to be
appoi nted for a donestic society, the court shall appoint the
conmi ssi oner as the receiver.

(f) Applicability to voluntary dissolution.--The provisions
of this section relating to hearing by the comm ssioner, action
by the Attorney General at the request of the comm ssioner,
hearing by the court, injunction and receivership shall be
applicable to a society which shall voluntarily determ ne to
di sconti nue busi ness.

Section 607. Suspension, revocation or refusal of |icense of
foreign or alien society.

(a) Notice of deficiencies and sanctions.--Wen the
conmmi ssi oner upon investigation finds that a foreign or alien
soci ety transacting or applying to transact business in this
Conmonweal t h:

(1) has exceeded its powers;
(2) bhas failed to conply with any of the provisions of
this act;
(3) is not fulfilling its contracts in good faith; or
(4) is conducting its business fraudulently or in a
manner hazardous to its nmenbers or creditors or the public;
t he comm ssioner shall notify the society of such deficiency or
deficiencies and state in witing the reasons for his
di ssati sfaction. The conm ssioner shall at once issue a witten
notice to the society requiring that the deficiency or
deficiencies which exist are corrected. After such notice the
soci ety shall have a 30-day period in which to conply with the

conmi ssioner's request for correction and, if the society fails
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to conply, the conm ssioner shall notify the society of the
findings 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 that date the society does not present good
and sufficient reason why its authority to do business in this
Commonweal t h shoul d not be suspended, revoked or refused, the
conmm ssi oner may suspend or refuse the license of the society to
do business in this Cormonweal th until satisfactory evidence is
furnished to the conm ssioner that the suspension or refusal
shoul d be withdrawn or the comm ssioner may revoke the authority
of the society to do business in this Commonweal t h.

(b) Existing contracts unaffected.--Nothing contained in
this section shall be taken or construed as preventing any such
society fromcontinuing in good faith all contracts nade in this
Commonweal th during the tinme the society was |egally authorized
to transact business in this Comobnweal t h.

Section 608. Injunction.

No application or petition for injunction against any
donmestic, foreign or alien society, or |odge thereof, respecting
any matter pertaining to a regulatory | aw adm ni stered by the
conmmi ssi oner shall be recognized in any court of this
Commonweal th unl ess made by the Attorney CGeneral upon request of
t he conmi ssi oner.

Section 609. Licensing of agents.

(a) GCeneral rule.--Agents of societies shall be licensed in
accordance with the insurance |laws regulating the |licensing,
revocati on, suspension, or termnation of |icense of resident
and nonresi dent agents.

(b) Exenptions fromlicensure.--No exam nation or |icense

shall be required of any regular salaried officer, enployee or
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menber of a l|licensed society who devotes substantially all of
his services to activities other than the solicitation of
fraternal insurance contracts fromthe public and who receives
for the solicitation of such contracts no comm ssion or other
conpensation directly dependent upon the amount of business
obt ai ned.

(c) Exam nation.--Any person who in the precedi ng cal endar
year has solicited and procured life insurance contracts on
behal f of any society in an anount of insurance in excess of
$100, 000, or, in the case of any other kind or kinds of
i nsurance which the society mght wite, on the persons of nore
t han 25 individuals and who has received or will receive a
conmmi ssion or other conpensation therefor, shall be required to
take an exam nation. No exam nation shall be required of any
agent who was in the service of a society on January 28, 1978.

(d) Limtation.--No society doing business in this
Commonweal th shall pay any comm ssion or other conpensation to
any person for any services in obtaining in this Commonweal th
any new contract of life, accident or health insurance, or any
new annuity contract, except to a licensed, fraternal insurance
agent of that society.

Section 610. Unfair nethods of conpetition and unfair and
deceptive acts and practices.

Every society authorized to do business in this Commonweal th
shall be subject to the provisions of the act of July 22, 1974
(P.L.589, No.205), known as the Unfair |Insurance Practices Act,
but nothing in that act shall be construed as applying to or
affecting the right of any society to determne its eligibility
requi renents for nmenbership by reason of common bond, or be

construed as applying to or affecting the offering of benefits
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exclusively to nmenbers or persons eligible for nenbership in the
society by a subsidiary corporation or affiliated organization
organi zed to carry out the purposes set forth in section

106(a) (2).

Section 611. Fees.

The conmm ssioner shall charge and collect fees fromfraternal
benefit societies as set forth in section 612-A of the act of
April 9, 1929 (P.L.177, No.175), known as The Adm nistrative
Code of 1929. All fees collected shall be paid daily into the
State Treasury.

Section 612. Taxati on.

Every soci ety organi zed or licensed under this act is hereby
declared to be a charitable and benevol ent institution, and al
of its funds shall be exenpt fromall and every Comonweal t h
county, district, nmunicipal and school tax other than taxes on
real estate and office equi pnent.

Section 613. Service of process.

(a) Appointnment of conm ssioner.--Every society authorized
to do business in this Commonweal th shall appoint in witing the
conmi ssi oner and each successor in office to be its true and
| awful attorney upon whomall |awful process in any action or
proceedi ng against it shall be served, and shall agree in
witing that any | awful process against it which is served on
the attorney shall be of the same legal force and validity as if
served upon the society, and that the authority shall continue
in force so long as any liability remains outstanding in this
Commonweal th. Copies of the appointnent, certified by the
conmi ssi oner, shall be deemed sufficient evidence thereof and
shall be admtted in evidence with the sane force and effect as

the original thereof m ght be admtted.
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(b) Service upon conm ssioner.--Service shall only be nmade
upon the conm ssioner or, if absent, upon the person in charge
of the comm ssioner's office. It shall be made in duplicate and
shall constitute sufficient service upon the society. \Wen | egal
process against a society is served upon the comr ssioner, the
comm ssioner shall forthwith forward one of the duplicate copies
by registered mail, prepaid, directed to the secretary or
corresponding officer. No such service shall require a society
to file its answer, pleading or defense in |ess than 30 days
fromthe date of mailing the copy of the service to a society.
Legal process shall not be served upon a society except in the
manner herein provided. At the tine of serving any process upon
the comm ssioner, the plaintiff or conplainant in the action
shall pay to the commi ssioner a fee of $10.

Section 614. Review.

Al'l decisions and findings of the commi ssioner made under the
provi sions of this act shall be subject to review by proper
proceedi ngs in any court of conpetent jurisdiction in this
Conmonweal t h.

Section 615. Penalties.

(a) False statenents.--1t shall be prohibited for any person
towllfully make a false or fraudulent statenent in or relating
to an application for nmenbership or for the purpose of obtaining
noney fromor a benefit in any society.

(b) Filing of false statenment.--Any person who willfully
makes a false or fraudulent statenent in any verified report or
decl aration under oath required or authorized by this act, or of
any material fact or thing contained in a sworn statenent
concerning the death or disability of a nenber for the purpose

of procuring paynent of a benefit naned in the certificate,
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commts perjury and shall be subject to the penalties therefor
prescribed by | aw.

(c) Solicitation by nonlicensed society.--A person who
solicits nmenbership for or in any manner assists in procuring
menbership in any society not licensed to do business in this
Commonweal th commits a sunmary of fense and shall, upon
convi ction, be sentenced to pay a fine of not |ess than $500 nor
nore than $1000.

(d) Penalty for other violation.--A person who willfully
vi ol ates, neglects or refuses to conply with the provisions of
this act for which a penalty is not otherw se prescribed,
commts a summary of fense and shall, upon conviction, be
sentenced to pay a fine of not nore than $500. Upon satisfactory
evi dence of a violation of any provision of this act, the
commi ssioner may in his discretion, in lieu of seeking crimnal
prosecution, pursue any one or nore of the follow ng courses of
action:

(1) Suspend or revoke or refuse to renew the |icense of
the offending party or parties.

(2) Inmpose a civil penalty of not nore than $1000 for
each and every act in violation of the provisions of this act
by the party or parties.

Section 616. Applicability of insurance |aws.

Except as provided in this act, societies shall be governed
by this act and shall be exenpt fromall other provisions of the
i nsurance |laws of this Comonweal th unl ess they are expressly
designated therein or unless it is specifically made applicable
by this act.

Section 617. Exenption of certain societies.

(a) GCeneral rule.--Nothing contained in this act shall be so
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construed as to affect or apply to:

(1) Gand or subordinate | odges of societies, orders or
associ ati ons now doi ng business in this Commonweal th which
provi de benefits exclusively through | ocal or subordinate
| odges.

(2) Orders, societies or associations which admt to
menber shi p only persons engaged in one or nore crafts or
hazar dous occupations, in the sanme or simlar |ines of
busi ness, insuring only their own nmenbers and their famlies,
and the | adies' societies or |ladies' auxiliaries to such
orders, societies or associations.

(3) Donestic societies which limt their nmenbership to
enpl oyees of a particular city or town, designated firm
busi ness house or corporation which provide for a death
benefit of not nore than $400 or disability benefits of not
nore than $350 to any person in any one year, or both.

(4) Donestic societies or associations of a purely
religious, charitable or benevol ent description which provide
for a death benefit of not nore than $400 or for disability
benefits of not nore than $350 to any one person in any one
year, or both.

(b) Exclusions fromexenption.--Any society or association
descri bed in subsection (a)(3) or (4) which provides for death
or disability benefits for which benefit certificates are
i ssued, and any society or association included in subsection
(a)(4) which has nore than 1,000 nenbers, shall not be exenpted
fromthe provisions of this act but shall conply with al
requi renents thereof.

(c) Limtation or conpensation paynments.--No society which,

by the provisions of this section, is exenpt fromthe
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requi renents of this act, except any society described in
subsection (a)(2), shall give or allow, or promse to give or
allow, to any person any conpensation for procuring new nenbers.

(d) Accidental benefits.--Every society which provides for
benefits in case of death or disability resulting solely from
acci dent and which does not obligate itself to pay natural death
or sick benefits shall have all of the privileges and be subject
to all the applicable provisions and regul ati ons of this chapter
except that the provisions thereof relating to nedical
exam nation, valuations of benefit certificates and
incontestability shall not apply to such society.

(e) Subm ssion of information.--The conmi ssioner may require
fromany society or association, by exam nation or otherw se,
such information as will enable the conm ssioner to determ ne
whet her the society or association is exenpt fromthe provisions
of this chapter.

(f) Exenption frominsurance |aws.--Societies exenpted under
the provisions of this section shall also be exenpt from al
ot her provisions of the insurance |aws of this Conmonweal t h.

CHAPTER 7
REPEALS AND EFFECTI VE DATE
Section 701. Repeals.

(a) Absolute repeals.--The following acts and parts of acts
are repeal ed:

Act of July 29, 1977 (P.L. 105, No.38), known as the Fraternal
Benefit Soci ety Code.

40 Pa.C.S. Ch. 65 (relating to fraternal benefit societies).

(b) Inconsistent repeals.--The following acts and parts of
acts are repealed insofar as they are inconsistent with this

act :

19910S0186B0195 - 42 -



© o0 N oo o A~ wWw N P

10
11
12
13

Article XIll1.1 of the act of April 9, 1929 (P.L.343, No.176),
known as The Fi scal Code.

Act of June 4, 1937 (P.L.1643, No. 342), entitled "An act
relating to certain existing beneficial societies; conferring
certain rights, powers and duties upon them their officers and
menbers; authorizing the paynment of benefits by themin the
event of sickness, accident, disability or death; regulating
such societies and corporations; and limting the anmount for
whi ch they may issue nmenbership certificates or policies;
provi ding for reserves; inposing penalties; and repealing
certain existing laws and parts of law. "

Secti on 702. Ef fecti ve date.

This act shall take effect January 1, 1992.
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