
 

 

 

August 22, 2019 

The Honorable John Haworth 

Washington Department of Insurance 

Chair, NAIC Market Analysis Procedures (D) Working Group 

Subject: Request for Comment re: Inclusion of Fraternals in MCAS 

 

Dear Mr. Haworth: 

The following is submitted on behalf of the American Fraternal Alliance in response to your request for 
comment on the issue of including fraternal benefit societies in the MCAS.  The Alliance appreciates this 
opportunity to provide our preliminary views on this issue and is committed to discussing this issue in 
greater detail with you and the other members of the Market Analysis Working Group.  It appears that 
there is some thinking that, since the fraternal blank is now being combined with the life blank, it may 
make sense for the MCAS requirement to follow the same path.   

Fraternal benefit societies, at their core, are not-for-profit membership organizations that – as required 
under law - offer their members a variety of insurance benefits as well as opportunities to give back to 
their communities through volunteerism and charitable works.  Fraternal members are typically middle-
income individuals or families which can mean that the overall value of fraternal annuity and life 
insurance products are generally lower than the average of their commercial counterparts.   

One of the things that most distinguishes fraternal benefit societies from their commercial counterparts 
is the direct engagement of fraternal members in their communities, and the support they receive from 
their respective societies in doing so.  Fraternals are required by law to operate under a local lodge 
system.  Each member belongs to a local lodge operating under the general control and supervision of 
its parent organization.  Lodges are required by law to hold regular meetings and engage in fraternal 
activities. Members participate in the election of the society’s leadership. This fraternal electoral process 
is enabled by state law and connects members to enterprise governance that lends itself to increased 
focus on company service and accountability to members. Because of this unique relationship, fraternal 
agents – who are frequently members of the society – tend to know their customers very well, which 
generally leads to limited complaints or market conduct concerns. 

 

 



 

 

There are about 70 fraternal benefit societies with more than eight million members in the United 
States.  Fraternals write approximately two percent of the total life insurance and annuity policies in the 
nation.  Sixty fraternals representing over 98% of the total fraternal market share are members of the 
American Fraternal Alliance.  A majority of fraternals are small societies with between 5,000 and 50,000 
members.  These organizations operate primarily on a regional or single-state basis.  Based on our 
preliminary research, many societies would fall below the annual premium threshold for exemption 
from MCAS requirements. 

Fraternals have been excluded from MCAS requirements since its inception.  We believe the reasons for 
excluding fraternals from MCAS historically are based on the fundamental differences between 
fraternals and commercial insurers as outlined above.  Simply put, fraternal data is not compatible with 
that of commercial insurers. 

Moreover, most small fraternals would remain exempt from MCAS based on the premium volume 
threshold.  This would potentially skew the data from the small number of fraternals that would be 
required to complete the MCAS, negating any attempt to review fraternal MCAS reporting statistics.  If a 
commercial carrier’s data is statistically different than another commercial carrier’s data, a certain level 
of confidence may exist given the population of commercial carriers in the marketplace.  The same 
confidence level is unlikely in the fraternal marketplace.  Any conclusions drawn from fraternal data may 
not be supported within a reasonable margin of error. If that is the case, any reliance on such data 
would be inappropriate.   

Finally, it is important to note that fraternals are not exempt from Market Conduct exams that state 
regulators conduct on a routine or targeted basis.  The nature of the fraternal organizational structure, 
the close relationship societies and their management have with their members, and the less 
complicated and lower value products offered by most fraternals result in a very limited number of 
consumer complaints or market conduct concerns being registered with state regulators.  We don’t 
believe requiring MCAS reporting will change any of these basic facts.  

To the extent there remains a desire to include fraternals, a thorough analysis of potential issues related 
to the fidelity of the data is warranted. 

We hope we can continue our dialogue on this issue and look forward to responding to any questions 
that you might have.   

 
Joseph J. Annotti 
President and CEO 
American Fraternal Alliance 
 


