
SENATE No. 66.

[To accompany the petition of the Beneficiary Societies Union of Massa-
chusetts, by W. O. Robson, President, and another, for an amendment
of the law relative to fraternal beneficiary corporations. Insurance.]

In the Year One Thousand Nine Hundred and One

AN ACT
Relative to Fraternal Beneficiary Corporations.

:md House of liernresenlatiBe it enacted by the Senatt
in General Court assembled. and by the authority of the
same, as follows

1 Section 1. Section seven of chapter four
2 hundred and forty-two of the acts of the year
3 eighteen hundred and ninety-nine is hereby
4 amended by striking out the words “ The pre-
-5 siding officer, treasurer,” in the first line, and
6 inserting in place thereof the words: The presi-
-7 dent, secretary, —so that said section, as amended,
8 shall read as follows;
9 Section 7. The president, secretary, and a

10 majority of the directors, or other officers corre-

Commcmiumltl) of iilaeearljusctts



f Jan.BENEFICIARY CORPORATIONS.9

11 spending thereto, shall forthwith make, sign and
12 swear to a certificate setting forth a true copy of
13 the agreement and declaration of purpose of the
11 association, with the names of the subscribers
15 thereto, the date of the first meeting, and of the
16 successive adjournments thereof, if any, and shall
17 submit such certificate and the records of the
18 corporation to the insurance commissioner, who
19 shall make such examination and require such
20 evidence as he deems necessary; and if it appears
21 that the purposes and proceedings of the corpora-
-22 tion conform to the law he shall so certify, and
23 the certificate shall then be filed by said officers
24 in the office of the secretary of the Common-
-25 wealth, who, upon payment of a fee of five dol-
-26 lars, shall cause the same, with the indorsements,
27 to be recorded, and shall thereupon issue a cer-

-28 tificate in the following form:

COMMONWEALTH OE MASSACHUSETTS

29 Be it known that whereas [here the names of
30 the subscribers to the agreement of association
31 shall be inserted] have associated themselves with
32 the intention of forming a corporation under the
33 name of [here the name of the corporation shall
34 be inserted], for the purpose [here the purpose
35 declared in the agreement of association shall be
36 inserted], and have complied with the provisions
37 of the statutes of the Commonwealth in such case
38 made and provided, as appears from the certificate
39 of the officers of said corporation, duly certified
40 by the insurance commissioner and recorded in
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41 this office; now, therefore, I [here the name of
42 the secretary shall be inserted], secretary of the
43 Commonwealth of Massachusetts, do hereby
44 certify that said [here the names of the sub-
-45 scribers to the agreement of association shall be
4b inserted], their associates and successors, are

47 legally organized and established as, and are

48 hereby made a corporation, under the name of
49 [here the name of the corporation shall be in-
-50 sorted], with the powers, rights and privileges,
51 and subject to the limitations, duties and restric-
-52 tions which by law appertain thereto. Witness
53 my official signature hereunto subscribed, and the
54 seal of the Commonwealth of Massachusetts
55 hereunto affixed, this day of in the
5b year . [ln these blanks the day, month
57 and year of the execution of the certificate shall
58 be inserted.]
59 The secretary shall sign the same and cause
bO the seal of the Commonwealth to be affixed
bl thereto, and such certificate shall be conclusive
b 2 evidence of the existence of such corporation at
63 the date of such certificate. lie shall also cause
64 a record of such certificate to be made, and a
65 certified copy of such record may be given in
6b evidence, with like effect as the original certificate.

1 Section 2. Section eight of said chapter is
2 hereby amended by striking out all of said section
3 and inserting in place thereof the following:
4 Section 8. No corporation hereafter organized
5 as aforesaid to conduct business as a fraternal
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society on the lodge system, or limiting its mem-

bership to a particular order or fraternity, and
transacting business by means of local branches,
shall incur any liability or issue any benefit certifi-
cate until it has received from the insurance com-
missioner a certificate to the effect that it has
complied with all the requirements of law and is
duly authorized to transact business in this Com-
monwealth. Before such certificate is granted
the corporation must present satisfactory evidence
to the insurance commissioner that it has estab-
lished mortuary assessment rates which are not
lower than those now indicated as necessary by
the national fraternal congress mortality tables,
and that at least five hundred persons have each
paid one advance mortuary assessment on the
rates so established and become a bona fide mem-
ber of a local branch of the corporation, —so
that said section, as amended, shall read as
follows:
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38 to the insurance commissioner that it has estab-
-39 lishecl mortuary assessment rates which are not
40 lower than those now indicated as necessary by
41 the national fraternal congress mortality tables,
42 and that at least five hundred persons have each
43 paid one advance mortuary assessment on the
44 rates so established and become a bona fide mem-

-45 ber of a local branch of the corporation.

1 Section 3. Section eleven of said chapter is
2 hereby amended by adding thereto the follow-
-3 ing:—Any such corporation which conducts its
4 business as a fraternal society on the lodge sys-
-5 tern shall have a ritualistic form of work and a
6 representative form of government. JNo person
7 shall be admitted to membership unless he has
8 first filed an application with, and been initiated
9 in, and becomes a member of, a local branch.

10 The by-laws of such corporation shall provide
11 that meetings of said branches shall be held at
12 least once each month. The by-laws may provide
13 that, in addition to representatives chosen by the
14 grand or subordinate bodies, the incorporators,
15 officers, members of standing committees, and the
16 ex-presiding officers of the supreme or governing
17 body may be members thereof, so that said sec-
-18 tion as amended shall read as follows;

19 Section 12. Any corporation duly organized
20 and transacting business under this act, which
21 conducts its business as a fraternal society on the
22 lodge system, or which limits its certificate hold-
-23 ers to a particular order, class, or fraternity, or to
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the employees of towns, cities, the Commonwealth,
or the federal government, or of a designated firm,
business house or corporation, may make provision
for the payment of benefits in case of death, or
for both death benefits and sick or disability ben-
efits. The funds from which the payment of such
benefits shall be made shall be derived only from
assessments collected from the members, except
as provided in this section and in section fourteen
of this act. The fund from which the expenses
shall be defrayed may be derived from a per
capita tax, dues or expense assessments. Such
provisions, funds, assessments and payments shall
be as required and provided for in the by-laws of
the corporation. Such death benefit shall be pay-
able only to the husband, wife, affianced husband,
affianced wife, child by legal adoption, parent by
legal adoption, relatives of, or persons dependent
upon the member named in the benefit certificate:
provided, however, that in any instance where a
benefit certificate has been issued in accordance
with the above provisions and the beneficiary
therein named and the husband, wife, affianced
husband, affianced wife, child, child by legal adop-
tion, parent, parent by legal adoption, or persons
dependent upon the member named in the benefit
certificate have all died, the member with the con-
sent of the officers of the corporation, and under
such rules as they may prescribe, may have the
certificate transferred to any other person; and
provided, further, that the benefit certificate shall,
in effect, provide that if the death of the member
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56 therein named shall occur when one full assess-

-57 raent on each member would not amount to the
58 face sum of the maximum certificate of such cor-
-59 poration, then the amount paid the beneficiary
60 thereunder shall not exceed the amount of such
61 full assessment or the proportionate part thereof
62 which said face sum named in such certificate
63 bears to such maximum certificate, but this restric-
-64 tion shall not apply to a corporation which con-
-65 fines its membership to the permanent employees
66 of towns, cities, the Commonwealth, or the federal
67 government, nor to a corporation having an emer-
-68 gency or reserve fund until such fund shall have
69 been exhausted.
70 Any such corporation which conducts its busi-
-71 ness as a fraternal society on the lodge system
72 shall have a ritualistic form of work and a repre-
-73 sentative form of government. JNo person shall
74 be admitted to membership unless he has first
75 filed an application with, and been initiated in,
76 and becomes a member of, a local branch.
77 The by-laws of such corporation shall provide
78 that meetings of said branches shall be held at
79 least once each month.
80 The by-laws may provide that, in addition to
81 representatives chosen by the grand or subordi-
-82 nate bodies, the incorporators, officers, members
83 of standing committees, and the ex-presiding offi-
-84 cers of the supreme or governing body may be
85 members thereof.

1 Section 4. Section twelve of said chapter



[Jan.BENEFICIARY CORPORATIONS.8

2 is hereby amended by inserting between the
3 words “ fund ” and “ Such,” in the eighteenth
1 line, the words: The emergency fund shall be

5 used only for the payment of death benefits;
6 and by inserting between the word “ aforesaid ”

7 and the words “ Such emergency,” in the twenty-
8 third line, the words; Whenever such fund
9 shall exceed above all known liabilities the

10 amount of three assessments as aforesaid, the
11 excess shall be transferred to the emergency
12 fund, —so that said section, as amended, shall
13 read as follows
11 Section 12. Any corporation organized under
15 or conducting its business in accordance with
16 the provisions of this act may hold as a death
17 fund belonging to the beneficiaries of anticipated
18 deceased members an amount not exceeding three
19 assessments from a general or unlimited mem
20 bership, or an amount not exceeding in the
21 aggregate three assessments from each limited
22 class or division of its members; and in addition
23 thereto may create, collect, maintain, disburse
21 and apply an emergency fund in accordance with
25 its by-laws, not however at any time exceeding
26 in amount collected from its members five per
27 cent of the aggregate face value of all its then
28 outstanding benefit certificates. If any part of
29 such fund payable by a member under such
80 by-laws remains unpaid at his decease the same
31 may be deducted from the amount payable to
32 his beneficiary or beneficiaries: provided, how-
33 ever, that any decrease in such face value shall
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34 not require a corresponding diminution of such
35 emergency fund. The emergency fund shall be
36 used only for the payment of death benefits.
37 Such death fund while held in trust shall be
38 invested in securities in which insurance com-

-39 panies are allowed by law to invest their capital,
0 or deposited in safe banking institutions subject

41 to sight drafts, for distribution to the beneficiaries
42 aforesaid. Whenever such fund shall exceed
43 above all known liabilities the amount of three
44 assessments as aforesaid, the excess shall be
45 transferred to the emergency fund. Such emer-
-46 gency fund shall be invested in securities inunties in

47 which insurance companies are allowed by law
48 to invest their capital, but a part thereof, not
49 exceeding twenty per cent, may be invested
50 in a building for use and occupancy by the
51 corporation as its home office, within this Com-
52 monwealth. Such securities, if registered or re-

-53 corded, shall be taken and stand in the name
64 of the corporation, and such securities shall be
55 deposited with the treasurer of the Common-
-56 wealth; but the corporation shall have at all
67 times the right to exchange any part of said
68 securities for others which said treasurer may
69 determine to be of equal value and character.
60 No part of said securities shall be withdrawn
61 except upon a requisition signed by three-fourths
62 of the directors or executive committee, or other
63 officers corresponding thereto, and indorsed by
64 the insurance commissioner, setting forth that
65 the same is to be used for the purposes of the
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66 trust: 'provided, however , that the income from
67 such securities shall be paid to the corporation
68 for the uses of the fund as specified in the
69 by-laws; and provided, further, that no sale,
70 assignment, release, discharge or surrender of
71 said securities to or in favor of any obligor,
72 mortgagor or other person, shall be valid or of
73 any effect against the corporation owning the
74 same, unless the original papers which consti-
-75 tute, or are the evidence of, said securities, are
76 transferred or surrendered to the party entitled
77 thereto, except in case of the actual loss or
78 destruction thereof.

1 Section 5. Section sixteen of said chapter is
2 hereby amended by inserting between the words
3 “ any ” and “ organization,” in the seventeenth
4 line, the words: corporation or; and by striking
5 out the words “ and members of such corpora-
-6 tions shall not vote by proxy,” in the eighteenth
7 and nineteenth lines, and inserting in place thereof
8 the following: The contract or transfer of re-
-9 insurance must first be submitted to and approved

10 by a two-thirds vote of the certificate holders of
11 each corporation present at meetings called to
12 consider the same, of which meetings written or
13 printed notice shall be mailed to each certificate
14 holder at least thirty days before the date fixed
15 for said meeting and such contract shall not take
16 effect until a certified copy of the contract shall
17 be filed with the insurance commissioner.
18 The members of fraternal beneficiary corpora-
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19 tions shall not vote by proxy, —so that said sec-
-20 tion, as amended, shall read as follows:
21 Section 16. Any corporation organized under
22 or conducting its business in accordance with the
23 provisions of this act, and which has no per
24 capita tax, or dues payable to the supreme or
25 governing body for expenses, may make not
26 exceeding the amount of three assessments per
27 year, to meet its reasonably necessary expenses.
28 The purpose of such assessments shall be clearly
29 stated in calls therefor, and no expense assess-
-30 ment shall be called while the amount of one

31 assessment remains on hand.
32 Any corporation organized as aforesaid which
33 limits its membership to the permanent employees
34 of towns, cities, the Commonwealth, or the federal
35 government, and which does not pay death bene-
-36 fits, may pay annuities or gratuities contingent
37 upon disability or long service, and may fix the
38 amount of assessment yearly therefor.
39 No corporation shall re-insure with, or transfer
40 its membership, certificates or funds to, any cor-

-41 poration or organization not authorized to do
42 business in this Commonwealth. The contract
43 of transfer or re-insurance must first be submitted
44 to and approved by a two-thirds vote of the cer-
-45 tificate holders of each corporation present at
46 meetings called to consider the same, of which
47 meetings written or printed notice shall be mailed
48 to each certificate holder at least thirty days
49 before the date fixed for said meeting and such
50 contract shall not take effect until a certified copy
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51 of the contract shall be filed with the insurance
52 commissioner.
53 The members of fraternal beneficiary corpora-
-54 tions shall not vote by proxy.

Section 6. Section eighteen of said chapter
is hereby amended by adding thereto the follow-
ing: —provided, however, that no such corporation
not now doing business in this Commonwealth
shall be hereafter admitted to do in this Common-
wealth such business unless it shall have adopted
and in force mortuary assessment rates which are
not lower than those now indicated as necessary
by the national fraternal congress mortality
tables, —so that said section, as amended, shall
read as follows:

Section 18. Fraternal beneficiary corporations
organized under the laws of another state or the
Dominion of Canada or any province thereof, and
paying only disability and death benefits, and now
transacting in this Commonwealth the business
defined in this act, may continue such business
upon complying with the provisions of this act;
and any such corporation not now doing business
in this Commonwealth may be admitted to do
such business when it files with the insurance
commissioner a duly certified copy of its charter
and articles of association, and a copy of its con-
stitution or laws certified to by its secretary or
corresponding officer, together with the appoint-
ment of such commissioner as the person upon
whom process shall be served as hereinafter pro-
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28 vided, and a statement under oath of the presi-
-29 dent and secretary in the form required by such
30 commissioner of its business for the preceding
31 year, and provided that such corporation shall be
32 shown to be authorized or permitted to do busi-
-33 ness in the state or the Dominion of Canada or

31 any province thereof in which it is incorporated
35 or organized, and provided that similar corpora-
-36 tions organized under the laws of this Common-
-37 wealth are authorized to do business in such state
38 or the Dominion of Canada or any province
39 thereof. When any other state or the Dominion
40 of Canada or any province thereof shall impose
41 any obligation in excess of the obligations imposed
42 by this act upon any such corporation of the Com-
-43 monwealth, the like obligation shall be imposed
44 on similar corporations of such state or the Do-
-45 minion of Canada or any province thereof doing
46 business in this Commonwealth. The transaction
47 of the business defined in this act by any corpo-
-48 ration, association, partnership or individuals, un-
-49 less organized, continuing or admitted as provided
50 herein, is forbidden: provided, however, that no
51 such corporation, not now doing business in this
52 Commonwealth, shall be hereafter admitted to do
53 in this Commonwealth such business unless it
54 shall have adopted and in force mortuary assess-
-55 ment rates which are not lower than those now
56 indicated as necessary by the national fraternal
57 congress mortality tables.

1 Section 7. Section nineteen of said chapter
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2 is hereby amended by striking out the words “in
3 each year,” in the third line, and the word
4 “ other,” in the sixth line, and by striking out the
5 word “ answering,” in the sixth line, and insert-
6 ing in place thereof the word: corresponding;
7 and by striking out the words “It shall be the
8 duty of the president, secretary and treasurer, or
9 other officers having similar duties, to make out

10 and transmit the above-named statements, and
11 said officers shall be severally liable for neglect
12 thereof,” in the seventeenth, eighteenth, nine-
13 teenth, twentieth and twenty-first lines thereof,
14 and inserting in place thereof the following;
15 Such statements shall be subscribed and sworn to
16 by the president and secretary of the corporation,
17 or officers corresponding thereto. For wilfully
18 making a false statement, whether annual or

19 otherwise, which it is required by law to make,
20 the corporation and the persons making oath to,
21 or subscribing the same, shall severally be
22 punished by fine of not less than one hundred
23 dollars nor more than five hundred dollars. The
24 insurance commissioner may personally, or by
25 some person designated by him, visit each doraes-
26 tic corporation whenever he shall deem it neces-
27 sary, and thoroughly inspect and examine its
28 affairs, especially as to its financial condition, and
29 whether it has complied with the laws. When-
30 ever he deems it prudent for the protection of
31 the certificate holders in the Commonwealth, he
32 may in like manner visit and examine, or cause to
33 be visited and examined, by some competent per-
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son or persons he may appoint for the purpose,
any foreign fraternal beneficiary corporation ap-
plying for admission or already admitted to do
business in the Commonwealth, and such foreign
corporation shall pay the expense of examination.
For the purposes aforesaid the commissioner or
person making the examination shall have free
access to all the books and papers that relate to
the business of such corporation, and to the books
and papers kept by any of its organizers, and
ma}r summon and qualify as witnesses under oath,
and examine the directors, officers, agents, organ-
izers and trustees of any such corporation, and
any other person, in relation to its affairs, transac-
tions and condition. He may, in his discretion,
accept in lieu of such examination, the examina-
tion of the insurance department of the state
where such foreign corporation is organized,
so that said section, as amended, shall read as
follows:
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Section 19. Every corporation doing busi-
ness under the foregoing provisions shall annu-
ally, on or before the first day of February
report to the insurance commissioner the loca-
tion of its principal office in this Commonwealth,
and the names and addresses of its president,
secretary and treasurer, or officers correspond-
ing thereto; and shall make under oath such
statements of its membership and financial trans-
actions for the year ending on the preceding
thirty-first day of December, with other informa-
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66 deem necessary to a proper exhibit of its busi-
ness and standing; and the commissioner may
at other times require any further sworn state-
ment relating to any such corporation which
he may deem necessary. For good cause shown
the commissioner may extend the time within
which any annual statement may be filed, but
not to a date later than the first day of March.
Such statement shall be subscribed and sworn
to by the president and secretary of the corpo-
ration, or officers corresponding thereto. For
wilfully making a false statement, whether annual
or otherwise, which it is required by law to make,
the corporation and the persons making oath to,
or subscribing the same, shall severally be pun-
ished by fine of not less than one hundred dollars,
nor more than five hundred dollars. The insur-
ance commissioner may personally, or by some
person designated by him, visit each domestic
corporation whenever he shall deem it necessary,
and thoroughly inspect and examine its affairs,
especially as to its financial condition, and
whether it has complied with the laws. When-
ever he deems it prudent for the protection of
the certificate holders in the Commonwealth,
he may in like manner visit and examine, or
cause to be visited and examined by some com-

petent person or persons ho may appoint for
the purpose, any foreign fraternal beneficiary
corporation applying for admission or already
admitted to do business in the Commonwealth,
and such foreign corporation shall pay the ex-
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98 pense of examination. For the purposes afore-
said the commissioner or person making the
examination shall have free access to all the
books and papers that relate to the business
of such corporation, and to the books and
papers kept by any of its organizers, and may
summon and qualify as witnesses under oath,
and examine the directors, officers, agents, or-
ganizers and trustees of any such corporation,
and any other persons, in relation to its affairs,
transactions and condition. He may, in his dis-
cretion, accept, in lieu of such examination, the
examination of the insurance department of the
state where such foreign corporation is organized.
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