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LEGISLATIVE BILL 508

Approved by the Governor April 24, 1985

Introduced by Beyer, 3

AN ACT relating to insurance; to amend section 44-4103,
Reissue Revised Statutes of Nebraska, 1943; to
define and redefine terms; to provide for the
establishment, operation, and regulation of
fraternal benefit societies; to provide for
certificates, benefit contracts, and specific
benefits as prescribed; to provide the Director
of Insurance with powers and duties; to provide
for communications to fraternal benefit society
members; to authorize a grievance procedure; to
provide for indemnification and reimbursement
as prescribed; to provide for the creation of
certain institutions and funds as prescribed; to
provide for merger; to provide for conversion
into a mutual life insurance company; to provide
exemptions as prescribed; to provide for the
discontinuance of business; to provide
standards of valuation; to provide for reports;
to provide for review of decisions; to provide
penalties; to eliminate existing provisions
relating to fraternal benefit societies; to
harmonize provisions; to provide severability;
and to repeal the original section, and also
sections 44-1001 to 44-1011, 44-1013 to 44-1033,
44-1035 to 44-1039, 44-1041 to 44-1061, and
44-1063 to 44-1071, Reissue Revised Statutes of
Nebraska, 1943.

Be it enacted by the people of the State of Nebraska,

Section 1. Any incorporated society, order, or

supreme lodge, without capital stock, including one

exempted under subdivision (1)(b) of section 38 of this act
whether incorporated or not, con onducted solely _f_or_ the
benefit of its members and their beneficiaries and not for

profit, operated on a lodge system with rltuallstlc form of
work, having a representatlve form of government and

which provides benefits in accordance with sections 1 to 38

of thls_ s, 25 hereby declared to be a fraternal benefit
society.
Sec. 2. As used in sections 1l to 38 of this agf,

(1) Beneflt contract shall mean the agreement

@ty as that'agreement is provided in the certlflcate

d_escrlbed in subsection (1) of sectl_o_h_lg' of this act;
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(2) Benefit member shall mean an adult member

who is designated by the laws or rules of the soc:Lety to be

a benefit member under a benefit contract;

_(3) Certificate shall mean the document issued

as written ev1dence of the benefit contract;

(4) L Laws shall mean the society's articles of

incorporation, constltut_l_s_n__i and bylaws,  however
designated;
(5) Lodge shall mean subordinate member units of

the society, known as camps, courts, counc1ls O branches

or by any other designation;

(6) Premiums shall mean premiums, rates, dues

or other requ1red contrlbutlons by whatever name known

which are payable under the certificate;

(7) Rules shall mean all . rules, regulations, or

resolutions adopted and promulgated by the supreme

governing body or board of directors which are intended to
have general application to the members of the 2 geociety. and

(8) Society shall mean fraternal benefit
society, unless otherw:Lse 1nd1cated
“Sec. 3. (l) A soc1ety shall be deemed to be

operating on the lodge system if it has a_supx_gmigg_ver_rung
]_::voc_ly'_and subordinate lodges into which members are
elected, initiated, or admitted in accordance with its
laws, rules, and ritual. Subordinate _lodges shall be
required by the laws of the society to hold regular
meetings at least once each month to further the _purposes
of the society.

(2) A society may, at its option, organize and
operate lodges for or children under the minimum age for adult
membership. Membershlp and initiation in local lo_dges
shall not be required of such children and such children

shall not have a voice or vote 1in the management of the
soc1ety

Sec. 4. A society shall be deemed to have a

representative form of government when:

(L15)E5 It has a supreme governing body constituted
in one of the follow1ng ways:
(a) Assembly. The supreme governing body is an

assembly composed of delegates elected directly by the

members or at intermediate assembl1es or conventions of

members or thelr representatlves together with other

delegates as may be prescribed in the society's laws. A
society may Qrov1de for election of delegates by | mall The

elected delegates shall constltute a majority in number

and shall not have less than two-thirds of the votes and

not less than the | numb_er of votes required to amend the
society's laws. The assembly shall be elected and meet at
least once every four years and shall elect a board of
dlrectors to conduct the business of the soc1ety between
meetings of the assembly. Vacancies on the board of

directors between elections may be filled in the manner
prescrlbed by the society's laws; or
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(b) Direct election. The supreme governing body
is a board composed of persons elected by the members,

either directly ar by their representatlves in

intermediate assemblies, and any other persons prescribed
in the soc:l.ety s laws. A society may provide for election
of the board by mail. Each term of a board member may not

exceed four years. Vacancies on the board between

electlons may be filled in t the manner prescribed by the

soc1ety s laws. Those persons elected to the board shall

constitute a majority in number and not less than the

number of votes reguired to_amend the society's laws. A

person filling the unexpired term of an elected board
member shall be considered to be an elected member The
board shall meet at least quaLt_e_rly to conduct the bu51n_e_s_s
of the society; '

{2) The officers of the society are elected
either by the supreme governing body or by the board of
directors;

(3) Only benefit members are eligible for

election to the supreme governlng body‘ the board of

dlrectors or any. 1ntermed1ate e assembly; and

(4) Each vot:Lng member shall have one vote and no
vote may be cast by Proxy.

Sec. 5. (1) A society shall operate for the
benefit of its nl(ﬂb_eEﬁrE t_he_lr beneficiaries by:

_(3)_ _Prov1d1ng_be_1_1ef1ts as s_p_e_clf:led in section
16 of this act; and

(b) Operating for one or more social,

intellectual, educatlonal charitable, benevolent, moral,

frater_n_a_l Eatrlotlc, or religious purposes for the

benefit of its members, whlch m_a_y al_so be e'xtended to
others.

Such purposes may be carrled_out d1rectly by the

society or indirectly through subsi
affiliated organizations.
(2) Every society shall have the power to adopt

and promulgate laws and rules for the government of the

society, the admission of its members, and the management

of its affairs. It shall have the power to change, alter,

add to, or amend such laws and rules and shall 'h_av_e"sﬁc_h

other powers as are nhecessary and 1nc1dental to carrying

into effect the objects and Eurgo'ses of the society.

3 " Sec. 6. (1) A society shall specify in its laws
or rules:

(a) Ellglblllty standards for each and every

on the 11ves of chlldren the minimum age for adult

membership shall be set at not younger er than flfteen nor

older than twenty-one years of age;

(b) The process for admission to membership for
each membershlg class; and

(c) The rights and privileges of each membership

class, except that only benefit members shall have the
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right to vote on the management of the insurance affairs of
the soc1ety

(2) A society may also admit social members who
shall have no voice or vote in the management of the
insurance affalrs of the soc1ety

(3) Membershlp r1ghts in the society shall be

personal to the member and shall not be ass1gnable

Sec. 7. (1) The principal office of any domestic

society shall be located in this state. The meetlngs of

its supreme governlng body may be held in any stat_e

district, province, or territory w whereln such society has

at least one subordlnate lodge, or in such other location

as determlned by the supreme governlng body, and all

bus1ness transacted at such meetings shall be as valid in

all respects as if such meetings were held in this state.

The mlnqt_e_s__o_f the proceedings of the supreme governing

body and of the board of directors shall be in the English
language

(2)(a) A society may provide in its laws for an
official publication in which any notice, report or
statement reguired by law “te be given to members including

notice of election, may be published. Such _required
reports, notic_es __and statements shall be printed
conspicuously in the publlcatlon Tf. the records of a

society show that two or more members have the same malllng

address, an official publlcatlon mailed to one member

shall be deemed to be mailed to all members at the same

addres__s_u_nle_ss a member requests a segarate copy
(b) Not later than June 1 of each year, a

synopsis of the society's annual statement prov:Ldlng an

explanation of the facts concernlng the capgditien of the

society shall be prlnted and mailed to each beneflt_member

of the society or, in lieu thereof such syn0951s may be

Qubllshed in the society's 0ff1c1al pub
(3) A society may prov1de 1n its laws or rules

for grievance or complaint procedures for members .

Sec. 8. (1) The of_fizgz:s__an_d__members of the
supreme governing body or any subordinate body of a soc1ety
shall not be personally | liable for any benefits provided by

a society.

(2) Any person may be indemnified and reimbursed

by any society for expenses reasonably 1ncurred by, and

llabllltles 1mposed upon, such person in connection w1th

or arising out of any action, suit, or proceeding, whether

c1v1l crlmlnal administrative, or investigative, or

threat therecf in which the person_ may be involved bv

reason of the fact that he or she is or was a director,
offiger, employee __or agent of the soc1_ety or of any firm,
corporatlon or organization whlch he or she served in any

capacity at the request of the soclety A person shall not

be so 1ndemn1f1ed or relmbursed (a) in relation to any

matter in such action, suit, or proceeding as to which he

or she shall finally be adjudged to be or have been guilty
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of breach of a duty as a director, officer, employee, or

agent of the society or of any firm, corporation, or

organlzatlon which he or she served _in any capacity at the
request of the soclety or (b) in relation to _any matter in

such actlon, suit, or proceeding, or threat thereof which

has been made the subject of a compromlse settlement;
gnless in elther such case the person acted in good faith

for a purgose the person reasonably belleved to be in or

not opposed to the best interests of - the society and, in a

criminal action or proceedlng, had no reasonable cause to

belle\-/_e?__th:t his or nduct was unlawful. The
determination n whether the conduct of such person met the

s ndard qug_l_r_d in order to Justlfy indemnification and
reimbursement in relation to any ma_tter descrlbed in this

subsect1on may only be made by the 2 supreme governing body

or board of_ d:.re_ctor_s by a ma]orlty vote of a guorum

cons1st1ng of persons who were not partles to such action,

or proceeding or by court of competent

jurisdiction. The termination of any action, suit, or

proceeding by ]udq‘ment order settle_ment or convictioﬁ;

or upon a plea of no contest, as to such person shall not in

itself create a conclusive pfesdmptlon that the person did

not meet the standard of conduct required in order to

Justlfy '1ndemn1f1catlon and reimbursement. The right of

indemnification and reimbursement ‘shall not be exclusive
of other rights to which such gerson may be entltled as a

matter of law and shell inure to the benefit of his _o_r_l_uﬂ:
heirs, executors, and administrators.

(3) A society shall have power to purchase and
maintain 1nsurance on behalf of any person wh_o is or was a

dlrector offlcer employee, or agent of the society,

who is or was serving at the reguest of_the society as_ a

q:xrect_or,_o_ff:lcer employee, or agent of any other firm,
corporation, or _organlzatlon against any liability

asserted against such person and incurred by him or her in

any such _capacity or arising out of his or her_ status as

such whether or not the soc:.ety would have the power to

section_.'

Sec. 9. The laws of the society may provide that
no subordinate body,_nor any of its subordinate officers or
members, hall have the power or authorlty to waive _ar;ygf
the provisions of the laws of the society. Such provision

shall be binding on_ the society and every member and

beneficiary of a member.

Sec. 10. A domestic society organized on or
after the effective date of this act shall be formed as
follows

(1) Seven or more citizens of the United States,
a majority of whom m_are citizens of this state, who deslre

to form a f fraternal benefit society, ma_y_mqke sign, and
acknowledge, before some officer competent to take
cles of f incorporation in

acknowledgment of deeds,
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which shall be stated:
(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 purposes shall not 1nclude more l1beral powers than

are granted | by sections 1 to 38 of this act; and

(c) The names  and residences of  the

incorporators and the names, residences, and official

titles of all the officers, trustees, directors, or other

persons who are to have and exercise the _general control of

the management of the affalrs and funds of the society for

the first year or until the e ensulng election at which all

s_uch offlcers shall be elected by the supreme governing
body, which electlon shall be held not later than one year

from the date of issuance of the permanent certificate of

authorlty,

(2) Such articles of incorporation, duly

certified copies of the soclety s bylaws and rules, copies

of all proposed forms s of certificates and applications

therefor “and circulars to be issued by the society, and a

bond conditioned upon the return to appllcants of the

advanced payments if the organlzatlon is not completed

within one year shall be filed with the D:_Lrector of

Insurance _who may require such further 1nformat10n as he

or she deems necessary. The bond with sureties approved by

the director shall be in such amount not less than three

hundred thousand dollars nor more than one million five

hundred thousand dollars, as the director requires. All

documents filed are to be in the English 1\ language. If the

purposes of the soc1ety conform toc the requ1rements oif

have been complied with, the director shall so certify,

retaln and file the articles of 1ncorporat10n and furnish

the 1_nco_rporators a preliminary certificate of authorlty
authorizing the society to solicit members;
(3) No_ prellmlnary _certificate of authority

granted under this section shall be valid after one year

from its date of issuance or after such further period, not

exceedlng one year, as may be authorized by the Director of

Insurance upon cause shown, unless the five hundred

applicants requ1red by subdivision (4) of this section

have been secured and the organlzatlon has been completed

pursuant to th1s sectlon The articless of 1ncorporatlon

and all other proceed1ngs thereunder shall become null and

void one year from the date of issuance of the p_r_e_llmlnary

certificate of authority, or at the expiration of the
extended period, unless the soc1ety shall have completed
its organlzatlon and recelved a certlflcate of authority
to do business;

(4) Upon receipt of a preliminary certificate of

authority from the Director of Insurance, the society may
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solicit members for the purpose of completing its
organization, shall collect from each applicant the amount
of not less than one regular monthly premium in accordance

with its table of rates, and shall issue tq__ga(_:}:_su_(_:h
applicant a receipt for the amount so collected. No
society shall incur any liability othe);_tﬂ@ _f_qz_-_;_hireturn
of such advance premium, issue any certificate, or pay,
allow, or offer or promise to pay or allow any benefit to
any person until:

(a) Actual bona fide applications for benefits
have been secured from not less than five hundred
applicants, and any necessary evidence of insurability has
been furnished to and approved by the society;

(b) At least ten subordinate lodges have been
established into which the five hundred applicants have
been admitted;

() There has been submitted to the Director of

Insurance, under oath of the pres:Ldent or secretary,

correspon_dlng officer of fhe segiety, a list of such

applicants, giving their names, addresses, date each was
admitted, name and number of the subordinate lodge of which
each applicant is a member, amount of benefits to be
granted, and premiums therefor; and

(d) It shall have been shown to the Director of
Insurance, by sworn statement of the treasurer or
corresponding officer of such society that at least five
hundred applicants have each paid in cash at least one
regular monthly premium, which premiums in the aggregate
shall amount to at least one hundred fifty thousand
dollars. The advance premiums shall be held in trust

during the period of organization and if the society has
not gualified for a certificate of authority within one
year, such premiums shall be returned to the apgllcants,

B e e L e 5 N S iy R TSR S

(5) The Director of Insurance may make such
examination and require such furthir_lnformatlon as he or
she deems advisable. Upon presentation of satisfactory
ev1dence _that _the society has complied with all the
Qrov151ons o f ]:aw the director shall issue to the society
a certlflcate of authorlty and the society shall be
authorized to transact business pursuant to sections 1 to
38 of this act. The certificate of authority shall be
prima facie evidence of the existence of the society at the
date of such certificate. The director shall cause a
record of such certificate of authority to be made A
certified copy of such record may be given in evidence with

like effect as the original certificate of authority.

____A_Hy_ incorporated society authorized to transact
business in this state on the effective date of this act

shall not be required to reincorporate.
Sec. 11. (1) A domestic society may amend its

laws in accordance with the provisions thereof by actlon of
its supreme governing body at any regular _or §pec1al
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meeting thereof or, if its laws sc provide, by referendum.
Such referendum may be held in accordance with the
provisions of its laws by the vote of the voting members of
the society, by the vote of of delegates or representatives of

voting members, _or_by the vote of local lodges. A soc1ety
may prov1de for voting by mail. No amendment submitted for

adoption by referendum shall be adopted unless, within six

months from the date of submission thereof, a majority of
the ‘members voting shall have signified their consent to

such amendment by one of the methods specified in this
subsection.
(2) No amendment to the laws of any domestic

society shall take effect unless approved by the Director
of Insurance who shall approve su(_:h amendment if he or she

flnds that it has been duly adopted and is not inconsistent

with any requirement of the laws of this state or with the

character, objects, and purposes of the society. Unless
the director shall d_1sapprove any such amendment within

sn(ty days atter | the filing of same, _such amendment shall

be considered approved _Ihe approval or dlsapproval of the
director shall be in writing and mailed to the secretary or

correspondlng_ officer of the soc1ety at its principal

office. 1In case the director disapproves such amendment,

the reasons for such dlsapproval shall be stated in such

written notice.

(3) Within ninety days from the approval by the
Director of Insurance, all such amendments, or a synopsis
thereof, shall be furnished to all members of the society
either by mail or by publ atlon in full in the official

publlcatlon ol the soc1e_ty The affldav1t of any offlcer

ame_pﬂn_e_nts or a_ synops_ls thereof_

show that such amendments or synopsls has

addressed and mailed, shall be prima facie evidence that

such amendments or s_,y_nopszs__ has be_ep_ _f_gg]_lahed_ine
addressee.

(4) Every foreign or alien society authorized to

do business in this state : shall file with the Director of

Insurance a duly certlfled copy of all amendments of, or

addltlons to, _ AR _laws within nlnety days after the
enactment of the same .

(5) Prlnted copies of the laws as amended,
certified by tli the secretary or corresponding officer of the
society, shall be prima fac1e evidence of the legal

adoption thereof.
Sec. 12. A society may create, maintain, and

operate, or may establlsh_ organlzatlons to operate, not

by SUblelSlOn (1)(b) of sectlon 5 of this act. Such

institutions may furnish services _fre_e or at a reasonable

_charge _Any real or personal property owned, held, or

every_axlry_a_l stat_ement
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Sec. 13. (1) A domestic society may, by a
reinsurance agreement, cede any individual risk or risks
in “whole or in n part to an insurer, other than _another

fraternal benefit soclety, having the power to make such

reinsurance and authorized to do business in this state, or

1£ not so authorized, one whlch i

s approved by the 'D1rector

of Insurance, but no such society may reinsure

substantlally all of 1ts 1nsurance in force without the

written permission of the dlrector 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 t to or as

a deduction from llablllty a ceding society | for

reinsurance made, ceded renewed or oth_erw1se becomlng

effective after the effective date of this act, imless the
reinsurance is paygblei)y_tlg_a;sumlng 1nsurer on the basis

of the liability of the ceding soc1ety under the contract
or contracts reinsured without dlmlnutlon because of the

1nsolvency of the cedlng soc1ety
(3)__Notw1_thstand1ng _the limitation in
subsection (1) of this section, ety_g\_y_r_e_lhsure the

risks of another soc:ety in a c_onsolldatlon or merger

approved by the' D1rector of 1 Insurance pursuant to section

14 of this act.
Sec. 14. (1) A domestic society may consolidate

or merge with any other soc1ety by complylng w1th thls
section. It shall file with the Director of Insurance:

(a) A certified copy of the written contract
containing in full the terms and conditions of
consolidation or merger;

(b) A sworn statement by the president and

secretary or corresponding offlcer_s of each society

showing the financial condition of the society on a date

fixed by the D:Lrector of Insurance but not ea_rller than

December 31 next_precedlng the date of the contract;

(c) A certlflcate of such_ cfficers, duly
verified by their respective oaths, that the consolidation
or merger has been approved by a two-thirds vote of the

iup_re_me_ governing body of each society, such vote being
conducted at a reqular or special meeting of each such
bedy. gr, 1f the society's laws so permit, by mail; and

(d) Evidence that at least sixty days prior to
the action of the supreme governing body of each soc1ety,

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 gubllcatlon of each society.

(2) If the Director of Insurance finds that the

contract is 1n conformity w1th this section, the f1nanc1al
stategnents are correct, and the consolidation or merger is

just and equ1table to the members of each soclety, the

director shall approve the contract and issue a

certlflcate to sueh effect. Upon such approval, the

contract shall be in full force and eftest unless any

socciety which is a party to the contract is incorporated
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event the consolldatlon or merger shall

effectlve unless and untll 1t has been approved

by the laws of such state Qi terrltory and a certlflcate of
such approval filed w1th the Director of Insurance of this
state or, if the laws of suc_h state or territory contain no

such prov1s:.on then the consolidation or merger shall not

become effective unless and until 1t has been approved by
the head of the Department o f Insurance “of such state or
territory and a certificate of su_gh _approval filed with the
Director of Insurance of this state.

_(3) Upon the consolidation or merger becoming
effective, all the he rights, franchises, and interests of

the consolidated or merged societies 1n and to every

species of property, real, personal, or mlxed_ and things
in action belonging to such societies shall be vested in
the society resulting from or remalnlng 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 in such real estate vested under the laws of this

state in any of the soc1et1es consol1dated air merqed shall

consolldatlon or merger, but shall vest absolutely in th_e
society resulting from or__ remaining after such

consolidation or merger.

('4) The affidavit of any officer of the society
or of anyone authorlzed by S to mail any notice or

document stating that such notlce or document has been duly

addressed and mailed shall be prima facie evidence that

such notlce or document has been furnished the addressees.

‘Sec. 15. Any do_mest:Lc fratelnal benefit soc1ety

may be converted and licensed as a mutual life insurance

company by compllance with all the requ1rements S 9 law A
plan of conversion shall be prepared in writing by the

board of dlrectors _setting forth in full the terms ‘and

condltlons of conversion. The afflrmatlve vote of

two- thlrds of all members of the supreme governing body at

approval of suc “plan. _No such converslon sh_all take

Insurance who may give such approval if he or she finds

that the proposed change is in conformlty with the

regulrements of law and not preJud1c1al to the certlflcate

holders of the society.
Sec. 16. (1) A _society may provide the following
contractual benefits in any form:
(a) Death beneflts
(b) Endowment beneflts
c) Annuity beneflts
) Temporary or permanent disability benefits;

Hospital, medical, or nursing beneflts,

)
) Monument or tombstone benefits to the memory

(c
(d
(e
(f
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of deceased members; and

(g) Such other benefits as authorized for life
insurers and which are not inconsistent with sections 1 to
38 of this act.

(2) A society shall specify in its rules persons
who may be issued, or covered by, the contractual benefits
listed in subsection (1) of this section, consistent with
providing benefits to members and their dependents. A
society may provide benefits on the lives of children under
the minimum age for adult membership upon application of an
adult perscn.

Sec. 17. (1) The owner of a benefit contract
shall have the right at all times to change the beneficiary
or beneficiaries in accordance with the laws or rules of
the society unless the owner waives this right by
specifically reguesting in writing that the beneficiary
designation be irrevocable. A society may, through its
laws or rules, limit the scope of beneficiary designations
and shall provide that no revocable 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 provisions of the benefit
contract.

(2) 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. The portion of such benefits paid shall not exceed
the sum of two thousand dollars.

(3) If at the death of any person insured under a
benefit contract there is no lawful beneficiary to whom the
proceeds shall be payable the amount of such beneflt
except to the extent that funeral benefits may_‘}ge_pﬁ_
shall be payable to the personal representative of the
deceased insured. If the owner of the certificate is other
than the insured, such proceeds shall be payable to such
owner.

Sec. 18. (1) No noninsurance benefit, charity,
relief, or aid to be paid, provided, or rendered by any
society shall be liable to attachmgnt ~garnishment, or

other process, or to be seized, taken, approprlated or

applied by any legal or equntable process or operation of

law to pay any debt or liability of a member or

beneficiary, or any other person who may have a right
thereunder, either before or after payment by the society.

(2) All proceeds, cash values, and benefits

accruing under any annuity contract, under any policy or
eertificate of life insurance payable u upon ‘the death of the

insured to a beneficiary other than the estate of the

1nsured and under any accident or health insurance pol:.cy

issued before, on, or after October 1, 1985, shall be

exempt from attachment, garnlshment or other_ﬁg_al_o_r
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egu1table process and from all claims of credltors of the

blood__oi_marrlage, unless a_ wrltten ass:Lgnment to the
contrary has been btalned by the claimant. This section
shall not apply to any lcan value in excess of flve

thousand dollars of an unmatured life insurance contract.

S Tl L Every soc1ety authorlzed'to_ do

business in this state shall issue to each owner of a

benef_:Lt contract a certlflcate spec1fy1ng the amount of

benefits provided by the contract. The certlflcate,

together with any riders or endorsements attached thereto,

the laws of the soc1etyl the application for_mgm_b_ersh B

the application for insurance and declaration of

insurability, if any,_sulgned by the appllcant and all
amendments to each thereof, shall constitute the benefit

contract as of the_d'ate of issuance, between the soc1ety
and the owner, and the certificate shall so sta_te A copy

of the application for 1insurance and declaration of

insurability, if any, ‘shall be endorsed upon or attached to

the certificate. All statements on the application shall
be representations and not warrﬁn_tl_e_s Any waiver of this
subsection shall be void.

(2) Any c_hanges additions, or amendments to the

laws of the society duly made or enacted subsequent to the

issuance of the certificate shall blnd the owner and the
beneficiaries and shall govern and control the benefit

contract in all respects the same as though such changes,
addltlons or amendments had been made prior to and were in

force at the time of the appllca_tl_on for insurance, except

that no change, addition, or amendment shall destroy or

d1m1n15h benefits which the soc1ety cont_racted to give the
owner as of the date of issuance of the contract.

(__3_) _Any person upon whose llfe a benefit

contract is iss_ued___prlor to attaining the age of majority
shall be bound by the terms of the application and

certlflcate and by all the laws and rules of the society to

the same extent as though the age of “majority had been
atta1ned at the time of application.
(4) A soc:Lety shall provide in its laws that if

1ts_ reserves as to all or any class of certlflcates become

requlre that there shall be paJ.d by the owner to " the

such deficiency as ascertained by its board and that if the
payment is not made elihaer fa]l 1t shall stand as an
indebtedness against “the certificate and draw interest not

to exceed the rate specified for certlflcate loans under

the certificates or (b) in lieu of or in combination with
subd1v151on (a) of of th}s_ subsection, the_gw_ner may accept a

proportlonate reduction in benefits under the certificate.
The society may spec1fy the manner of the election and

whlch alternative is to be presumed sl no_electlon is made.

(5) COEleS of any of the documents mentioned in
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this section, certified by the secretary or corresponding
offlcer of the society, shall be received in evidence of

the terms and conditions thereof.
(6) No certificate shall be delivered or issued

for delivery in_ n this state unless a copy of the form has

been filed w:Lth the Director of Insurance in the manner

provided for like policies issued by life insurers in thls

state. Every 1life, accident, health, or dlsablllty

insurance certlflcate and every annuity certificate issued
on or after one year from the effective date of thls ‘act
shall meet the standard contract prov151on_regu1rements

not inconsistent with : sectlons 1 to 38 of this act for like

Eol:c1es issued by llfe insurers in this state except that

premiums of one full month in its certlflcate

certificate shall' also contain a provision stat ing the

any sections of the soc1ety s laws or rules in force At the

time of issuance of the certificate “which, if v1olated

will result in the termination or reduction of “benefits

payable under the certificate. If the laws of the soc1ety

provige iox expulSJOn or suspension of a _member the

certlflcate shall also contain a provision that any member

so expelled or suspended, except for nonpayment of a

premium oOr within the contestable le period for materlal

mlsrepresentatlon L0 the apgllcatlon for membershlg or

insurance, shall have the privilege of maintaining the
certlflcate in force by contlnulng gayment of the required
premium.

(7) Benefit contracts issued on the lives of

persons younger than “the soc1ety s mlnlmum age for adult

membership may __prpv:.de $(cY) g transfer i control or

ownership to the 1insured __at_ an ag_e__specifled in the
certificate. A society may require approval ef _an

appl1cat10n _for r_nembershlg in order to effect this

transfer ai and may provide in all other respects for the
regulatlon government and control of such certi f1cates

and all rlghts, obllgatlons and liabilities 1nc1dent

thereto and connected therewith. Ownership rlghts prior

to ) such transfer shall be specified in the certlflcate
(8) _soc1ety may spec:Lfy the ) terms _and

conditions o_n which benefit contracts may be assigned.

Sec. 20. (1) For certificates issued prior to

one year after the effectlve date of this act, the value of

every pald up nonforfelture beneflt and'the amount of any

cash surrender value, loan, or other option « granted shall

comply with the provisions of law applicable 1mmed1ately

prier ke t the effectlve date of thl_s act.

(2) For certlflcates issued on or after one year

from the effective date of “this _act for which reserves are

computed_on the Commlss:Loner s 1941 Standard Ordlnary

Mortality Table, the Commissioner's 1941 Standard
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Industrial Table, the Commissioner's 1958 Standard
Ordinary Mortallty Table, the Commissioner's 1980 Standard

Ordinary Mortallty Table, or any more recent table m_ade

apgllcable Lo L1 fe 1nsurers, every pald id-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 ap appllcable to life insurers issuing
polﬂCles containing like benefits based upon such tables.

Sec. 21. A society shall invest its funds only

in such investments as are authorized by the laws of this

st-ate for the investment of assets of llfe 1nsurers anc_i

sub_]ect to the llmltatlons thereon. _Any forelgn or alien

society permltted or seeklng to do business in this state

which invests its funds in accordance with the 1e laws of the

state, district, terrltory, country, or province in which
it is incorporated shall be held to meet the requirements

of this section for the investment of funds

SelCpz2  wiEl)E: All assets shall be } held, invested,

and disbursed for the use and benefit of the soc1ety and no
member _Qr beneflclary shall have or acquire individual

rlghts or become entitled to any apportionment on the

surrender of any part of such assets except as provided in

the benefit contract.

(2) A s_ociety may create, maintain, invest,

disburse, and apply any special fund or funds necessary to

ca_rgy___out any purpose permitted by the laws of sucp
society.

(3) A society may, pursuant to resolution of its

supreme governing body, establish and operate one or more

subject to the prov1s.1ons of law regulating life 1nsurers

establishing such accounts and issuing such contracts. To

the extent the . society deems it necessary in order to

comply w1th any appll_cable federal or state laws __or any

rules issued thereunder, the society (a) may adopt special

procedures for the conduct of the business and affairs of a
separate accoung _(g) may, for persons hav1ng beneflclal

interests therein, prov1de special voting and other rlghts

including, without limitation, special r_1_ghts and
procedures relating to investment policy, investment
advisory services, selection of certified public

accountants, and selection of =0 commlttee to manage the

bu51ness s and affairs of the account and (c) may issue

contracts on a varlable b351e to whlch subsectlons (2) and

(4) of section 19 of this act shall not apply

Sec. 23. Societies shall be governed by

sections 1 to 38 of this act and shall be exempt from all

other prov151ons of the insurance laws of this state unless

they are expressly des1gnated th_er_el_n or unless such
provisions are specifically made applicable by sections 1
to 38 of this act.

Sec. 24. Every society organized or licensed
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under sections 1 to 38 of this act shall be a charitable and

benevolent institution, and all of its funds shall be
exempt from all and every state, country, district,
municipal, and school tax other than taxes on real estate
and office equipment.

Sec. 25. (1) Standards of valuation for
certificates issued prior to one year after the effective
date Ef.._f:hﬁ.@ shall be those standards provided by the
laws applzcable__lﬂne_dlately prior to the effective date of
this act.

(2) The minimum standards of valuation for

certificates issued on or after one year from the effective

date of this act shall be based on the followlng tables:

(a) For certificates of life insurance: (i) The

Commissioner's 1941 Standard Ordinary Mortallty Table,

(ii) the Commissioner's 1941 Standard Industrlal Mortality

Table; (iii) the Commissioner's 1958 Standard Ordinary

Mortality Table; (iv) the Comm1ss:10ner s 1980 Standard

Ordinary Mortality Table; or (v) any more recent'table made
applicable to life insurers; and
(b) For annu1ty and pure endowment certificates,

total and Qermanent dlsablllty beneflt_s accidental death

benefits, and noncancelable accident and health benefits,
such tables as are authorlzed for use by life insurers in
this state.

e S swaslsL of the standards of valuation listed in this
subsection shall “be under va_luat1on methods and standards,
1nclud1ng 1nterest assun_iptlons in accordance w:Lth the

policies containing like benefits.

(3) The Director of Insurance may, in his or her

discretion, accept other standards for valuation if he or

she finds that the reserves produced thereby will not be
less in the aggregate t than reserves computed in accordance

with the minimum valuatlon standard _prescribed in this

section. The director may, in his or “her discretion, vary
the standards of mortality apgllcable to all benefit

contracts on_ _substandard l1ves or other extra hazardous

(4) Any society, with the consent of the

Director of Insurance of the state of dom1c1le of the

soc1ety and under “such conditions, _ 1l amy, Wthh he or she

may impose, may establish and maintain reserves on its

certificates in excess of the reserves required, ‘but the

c_o_n_gra_c_t_u_al_rlghts of any benefit member shall no?_be

S i) Reports shall be filed in the following
manner:

(1) Every society transacting 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
Director of Insurance, file with the director a true
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statement of its financial condition, transactions, and
affairs for the preceding calendar year and pay a filing
fee in an amount determined by the director. The statement
shall be in general form and context as approved by the
National Association of Insurance Commissioners for
fraternal beneflt s_oc1et1es and as supplemented by

addltlonal information requ1red by the di rector:
(2) As part of the annual statement, each

society shall, on or before the first day of March,

with the Director of Insurance a valuation of__

certlflcates in force on the preceding December 31, except

that the director may, in his or her discretion for cause

shown, extend the time for filing such valuatlon for not

more than two calendar months. Such valuation shall be

done in accordance with the standards sgec1f1ed in secti

25 of this act Such val_uatlon and underlying data shall

be certlfled bg a qualified actuary or, at the expense of

the soc1ety, ver1f1ed by the actuary of the Department of

Insurance of the state of domicile of the soclety, and

(3) A_ soc1ety ‘neglecting to file the annual

statement in the form and within the time provided by this

section shall forfelt one hundred dollars for each day

durlng which such neglect contln_ues and_ upon notice by the

Director of Insurance to that effect, its authority to do

business in this state s_h_a_ll__ge_a_sg_whlle _such d_ef_aul_t
continues.

Sec. 27. Societies which are authorized to

transact business in this state immediately prior to the
effective date of thls act may contlnue such business until

April 1, 1986 The authorlty of such societies and all

societies hereafter licensed may be renewed annually but

cases t_o "t_ermlnate on the f_rst _ay__of_thg

except that a license SO 1'ssued- shall

contlnue in 1 full force and effect until the new license is

1ssued or specifically refused For each such license or

renewal, the "he society shall pay a fee of fifty dollars to

the__DLre_c_t_Q_r_pf Insurance. A duly certified copy or
duplicate of suclx___l_lcense shall be prima facie evidence
that the licensee is a_ fraternal benefit society within the
meaning of sectlons 1 o 38 of this act.

Sec. 28B. (l) The D1rector of Insurance, or any
person he or she may appoint, may examine any domestlc

foreign, or alien society transact_lng or applylng for

adm1551on to transact business in this state in the same

manner as authorlzed for examination of domest:_tc f_orelgn

QL alien insurers. Regulrements of notice and an

opportun ty to fespond bef&e_f_ln_dln(js Fe. made_pLEl_l_c_ as

appllcable “to the examlnatlon of soc1et1es
((7)ge ’I‘he expense of each examination and of each
valuation, 1nc1_ud1ng compensation and actual expense of

examiners, shall be paid by the soc1ety examined or whose

c_e_rtif;cates__ar_e valued, upon statements furnished by the
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Director of Insurance.

Sec. 29. No foreign or alien society shall

transact business in this state without a license 1ssued by

the Director of Insurance Any such society deSJrlng

admission to this state shall comply substantlally with

the requirements and limitations of sections 1 to 38 of

this act applicable to 'domestl_c societies. Any such

society may be licensed to transact business in this state

upon filing with the dlrector

(1) A_duly certlfled copy of its articles of
incorporation;
(2) A copy of its bylaws, certified by its

secretary or correspondlng officer;

(3) A power of attorney to the director as

prescribed in section 35 of this act;

(4) A statement of its business under cath of its
president __and secretary_ Qr correspondlng officers in a

form prescribed by the director, duly verified by an

examination made by the supervising insurance off1c1al of

its home state or other state, terrltory,__provuwe _or

country,_s_a_?:_:ﬁ_s__fgc_:_gc_);_jif__t__:__é;t__h‘e'__D?l_r_ector of Insurance of this
state;

(5) Certification from the proper official of
its home state, territory, province, or country that the

soclety is legally 1ncorporated and licensed to transact

Ey}:_._x_'né_s_s therein;
(6) Copies of its certificate forms; and

(7) Such other information as the Director of
Insurance may deem necessary.
The society shall also submit evidence to the
director showing that its assets are invested in

accordance with sections 1 to 38 of this act.

Sec. 30. (1) When the Director of Insurance upon

investigation finds that a domestic society (a) has

exceeded its powers (b) has failed to comply ‘with any
provision of sections 1 to 38 of this act, (c) is not

fulfllllng its contract

membership of less than fo nce o
one year or more, __or (e) s conductlng bu51ness

fraudulently or in a manner hazardous to its members its

_n___g@_d_f-alth (d) has a

hundred after an existence of

creditors, the publlc, or the business, the director shall

notify the society of such _d_e___fiE:_LencT_i;“r deficiencies _a_rli
state in writing the reasons ey hig  ar- her

dlssatlsfactlon The dlrector shall at once issue a

wrltten notice to the_ soc1ety _requiring “that the
deficiency or deficiencies which n exist are corrected.

After such notice the soclety “shall have a thirty-day

period in which to comply with the director's request for

correction and 1f the soc1ety fails to comply, the director
shall notlfy the soc1ety of such findings of noncompl:lance

and require the society to show cause on a date named why it

should not be enjoined from carrying on any business unt11

the violation complained of shall have been correc_t_e_d__g
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why an action in guo warranto should not be commenced

against the society.
(2) If on such date the soc1ety does not present

good and sufficient reasons why should not be 50

enjoined or why such action should not_b_e_commenced the
D1recto_£__o_f__lnsurance _may present the facts relatlng
thereto to the Attorney General who sh l L, if he or she
deems the c1r_ct_xmstances warrant, __c_:ommence an action to
enjoin the society from transacting business or in quo
warrant Z - o

(3) The court shall notify the officers of the

society of a hearing. 1If “after a full hearing it appears

that the society should be so enjoined or liquidated or a
receiver app01nted the court shall enter the necessary
order. No society so en]o_lned sh_a]:l_h_aye the authority to

dc business until (a) the Director of Insurance finds that
the viclation complalned of has been corrected, (B) 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) the court has dl_ss_olved its 1n]unct10n and (d) the

Director of Insurance has reinstated the certificate of
authorlty

(4) If the court orders the society liquidated,
it shall be en301ned from carrying on any further bu51ness

and the receiver of the society shall proceed at once to

take possession of the books, papers, money, and other

assets of the society and, under the dlrectlon of the

court proceed to close the affairs of the soc1ety and to

dlstrlbute its funds to those entitled to such funds.

(5) No actlon under this sect1on-shall be

recognized in any court of this state unless brought by the

Attorney General upon___regue_ét of the Director of
Insurance. Whenever a receiver 1s SE be appointed for a
domestic society, the court shall app01nt the director as
the recelver

(6) This section shall also be applicable to a
society which shgll_\_/plunta_rlly_determlne to discontinue
business.

Sec. 31. (1) When the Director of Insurance upon

investigation finds that a ,_fereign o al:Len soc1ety

transacting or app1y1ng to transact bu51ness in 1 this state

(2) has exceeded 1ts _powers, (b) has failed to comply wlth

15 not fulfilling its contracts in good falth TS (d) is

conductlng Sl P bu51ness fraudulently or in a manner

hazardous to its members its creditors, or the publlc t_he

dlrector shall notify the__ society of such deficiency or

def1c1enc1es and state in writing the reasons for his or

her_dlssa_t__ls_ggc_t;cph He or she shall at once issue a

written notice to the society requiring that the

deficiency or deficiencies which ‘exist _are corrected

After such notlce the soc:Lety shall hav_e a thlrty -day
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correction and if the society fails to comply, the director

shall notify the society of such findings of noncompliance
and require the society to show cause on a date named why
its license should not be suspended, revoked, or refused.
If on such date the society does not present good and
sufficient reason why its authority teo do business in this
state should not be suspended, revoked, or refused, the
director may suspend or refuse the license of the society
to do business in this state until satisfactory evidence is
furnished to the director that such suspension or refusal
should be withdrawn or the director may revoke the
authority of the society to do business in thls state.

(2) Nothing in this section shall be taken or
construed to prevent any such society from contlmnng in
good faith all contracts made in this state during the 1139
such society was legally authorized to transact bu51ness
in this state.

Sec. 32. No application or petition for
injunction against any domestic, fo')_:elg_n, _or alien
society, or lodge thereof, shall be recognized in any court
of this state unless made by the Attorney General upon

request of the Director of Insurance.

"Sec. 33. (1) Agents of societies shall be
licensed in accordance with the laws regulating the

_lﬂ_:lig_e__n_s_lng, revocation, suspension, or termination of
license of resident and nonresident agents.
(2) No examination or license shall be reguired
of any regular salaried officer, employee, or member of a
licensed society who devotes substantially al ;
her services to activities other than the ‘sol icitation of
fraternal insurance contxic__t_s___f;‘rom the gubllc and who
receives for the solicitation of such contracts no
commission or other compensation dlrectly dependent upon
the amount of business obtained.
(3) Any agent, _representatlve or member of a
society who devotes, or intends to devote, less than fifty

per cent of his or her time to the solicitation and

procurement of insurance contracts for such society shall
be exempt from the regquirements of subsection (1) of this
section. Any person who in the immediately preceding
calendar year has solicited and procured life insurance
contracts on behalf of any society in an amount of
insurance in excess of fifty thousand dollars or, in the
case > of any other kind or kinds of 1nsurance WELEME
g:u_tnety might write, on the persons _o_.g__m_ore than
twenty-five individuals and who has received or will
receive a commission or other comgens_a_t_'o_n_&gggor shall
be presumed to be devqgl_xa_gL_prl_H_t:ingiqg to devote, fifty
per cent of his or her time to the solicitation or
procurement of insurance contracts for such society.

b 8 Every soc1ety____ authorized to do

business in this state : shall be subject to the Unfair
Competltlon and Trade Practlces Act, except that nothing
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in such act shall be construed as applying to or affecting

the rlght of any soc:Lety to determine its elnglb111ty
requ1rements for membership, or be construed as applying
to or affeg:tlng the offering of benef_lts exclus:tvely to
members Or persons e ellglble for membership in the socnety
by a subsidiary corporation or affiliated organization of
the society.

Sec. 35. (1) Every society authorized to do

business in this state shall app01nt in wrltlng the

Dlrector of Insurance and each successor in office to be

1ts true and Jlawful atto_rhe_y upon whom all lawful process
in any actlo or proceeding agaxnst 3ok shall be served and

shall agree _sich writing that any | lawful process agalh_st

it which is served on the attorney shall be of the same

legal foxce and valldlty as if served upon the soclety and

that the authorlty shall continue in force so long as any

llab111ty remalns_outstand:\ng in thls state. Cop_lgs__o_f
such appointment, certified by the dlrector_,__ shall be
deemed sufficie nt evidence of the appointment and shall be
admlttec_:\ 1n ev1dence with the same force and effect as_ the
original mlght be admitted.

(2) Serv1ce shall only be made upon the Director
of Insurance or if absent upon the person in charge of his
or her office. It shall be made in duplicate and shall
constltute_sufflc:Lent sez_‘_v1ce__L_1pon the society. _When
legal process against a society is served upon the
director, he or she shall forthwith forward one of the
duplicate copies by _registered mail, prepald dlrected EO
the secretary or corresponding officer. No such service
shall _require a society to file its answer, pl_eadlng,

defense in less than thirty days from the date _of mai 1ng
the copy of the service to a society. Legal process shall
not be_s_t_erge_d_upon a. soc1ety except in the manner prov1ded
in this section.

Sec. 36. All decisions and findings of the
Director of Insurance made under sectlons 1 to 38 of thls
act shall be subject to review by proper proceedings in any
court of competent jurisdiction in this state.

Sec. 37. (1) Any person who willfully makes a
false or fraudulent statement in or relating to an

application for membershlp or for the purpose of obtaining

money from or a benefit in any soc1ety shall be 2 guilty of a

Class T mi s_demeanor

(2) Any person who willfully makes a false or

fraudulent statement in any verified report or declaratlon

under oath regu1red or authorized by sections 1 to 38 of

this act, or of apy m mater1al fact or thlng contalned in a

sworn statement concerning the death or disability of an

insured for the purpose of procuring payment of a benef_lt

named in _the certificate, shall be guilty __oi perjury as

prescribed in 1 sections 28-915.

(3) _Any person who solicits membership for, or

in any manner assists in procuring membership in, any
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society not licensed to do business in this state shall be
quilty of a Class IV misdemeanor.

(4) Any person guilty of a willful violation of
or neglect or refusal to comply with sections 1 to 38 of
this act for which a penalty is not otherwise prescribed
shall, upon conviction, be subject to a fine not exceeding
two hundred dollars.

Sec. 38. (1) Sections 1 to 38 of this act shall
not affect or apply to:

(a) Grand or subordinate lodges of societies,
orders, or associations doing business in this state
immediately prior to the effective date of this act which
provide benefits exclusively through local or subordinate
lodges;

(b) Orders, societies, or associations which
admit to membership only persons engaged in one or more
crafts or hazardous ¢ occupat1ons in the same or similar
lines of business, insuring only their own members and
their families and auxiliaries to such orders, societies,
or associations;

(c) Domestic societies which limit their
membership to employees of a particular city or town,
designated firm, business house, @ corporatloﬁ which
provide for a death benefit of not more than four hundred

dollars or dlsablllty benefits of not more than three
hundred fifty dollars to any person in any one year, or
both; or

(d) Domestic societies or associations of a

purely religious, charitable, or benevoler_'n_t__descrlption
which provide for 'a death benefit of not more than four

hundred dollars or for disability benefits of not more than

_t_hree hund_x:g_c} fifty dollars to any one person in any one

(2) Any such socief,y_or association described in
subdivision (1){c) r (1){(d) of this section which
provides for death or disability benefits for which
benefit certificates are issued, and any such soc1ety or
asso_c1at10n 1ncl_uded in subc_lgv1s1on (1)(d) of this section

which has more than one thousand members, shall not be
comply

exempted from sections g to 38 of this act but sha
with all r_e_q\i:_Lre_merltﬁ_tl_qereof

(3) No society which is exempt from the
requirements of sections 1 to 38 of this act pursuant to

this section, except any soc1ety described in subdivision

(1)(b) of this sectlcin shall give or a_l_l_o! or promise to

give or allow to any person any compensation for procuring
new members.

(4) Every society which provides for benefits in
case of death or disability resultlng solely from _accident
and which does not obligate itself to payr natural death or
51ck benefits shall have all of the privileges and be
&_‘]ect to all t_hgéppllcable_piox:lgions andﬁguﬁgols
of sections 1 to 38 of this act, except that the provisions
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relating to medical examination, valuations of benefit
certlflcates and incontestability shall not apply to such
society.

{5) The Director of Insurance may require from
any society or association, by examination or otherwise,

such information as w1ll enable the dlrector to determine

whéther such society or association is exempt from
sectlons 1 to 38 of this act.

(6) Societies exempted pursuant to this section

shall also be exempt from all other r provisions of the

insurance laws of this state.

Sec. 39. That section 44-4103, Reissue Revised
Statutes of Nebraska, 1943, be amended to read as follows:

44-4103. Insurer shall mean any insurance
company as defined by section 44-103, fraternal benefit
society as defined by section 44-18683 1 of this act,
hospital service corporation formed pursuant to section
21-1509, prepaid dental service plan as defined in section
44-3802, or health maintenance organization as defined by
section 44-3208, authorized to transact health insurance
business in the State of Nebraska.

Sec. 40. 1If any section in this act or any part
of any section shall be declared invalid @E
unconstitutional, such declaration shall not affect the
validity or constitutionality of the remaining portions
thereof.

Sec. 41. That original section 44-4103, Reissue
Revised Statutes of Nebraska, 1943, and also sections
44-1001 to 44-1011, 44-1013 to 44-1033, 44-1035 to
44-1039, 44-1041 to 44-1061, and 44-1063 to 44-1071,
Reissue Revised Statutes of Nebraska, 1943, are repealed.
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