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LEGISLATIVE BILL 217
Approved by the Governor May 22, 1975
Intcoduced by Duis, 39

AN ACT ralating to insurance; to adopt the Nebraska Life
and Health Insurance Guaranty Association Act;
and to provide severability.

B2 it enacted by the pesple of the State of Nebraska,

section 1. The purpose of this act is to protect
po>licyownars, insureds, beneficiaries, annuitants,
payees, and assignees of life insurance policies, health
insurance policies, annuity contracts, and supplemental
contracts, subject to certain limitations, against
failure in the performance of contractual obligations due
t> the inpairment of the insurer issuing suck policies or
contracts. To proviie this protection, (1) an
association of insurers is created to enable the guaranty
of payment of benefits and of continuation of coverages,
(2) members of the association are subject to assessment
to provide funds to carry out the purposes of this act,
and (3) the association is authorized to assist the
Director of Insurance, in the prescribed manner, in the
datection and prevention of insurer impairments.

Sac., 2. As used in this act, unless the context
otherwise requires:

(1) Account shall mean either of the three
accounts created pursuant to the provisions of section 5
of this act;

(2) Association shall mean the Nebraska Life and
Health Insurance Guaranty Association created by section
5 of this act;

(3) Director shall mean the Director of
Insurance;

(4) Contractual obligation shall mean any
obligation under covered policies;

(5) Covered policy shall mean any policy or
contract specified in s2ction 3 of this act;

(6) Impaired insurer shall mean (a) an insurer
which, after the effective date of this act, becomes
insolvent and is placed under a final order of
liguidation, rehabilitation, or conservation by a court
of competent jurisdiction, or (b) an insurer deemed by

422 TS



LB217

the dir=ctor, after the effactive dats of this act, to be
unable or potentially unable to fulfill its contractual
obligations;

(7) Member insurer shall mean any person
authorized to transact in this state any kind of
insuranc2 business specified in section 3 of this act;

(8) Premiums shall mean direct gross insurance
premiums ani annuity considerations written on covered
p>licies, la2ss return premiums and considerations thereon
and dividends paid or credited to policyhoslders on such
direct business. Premiums shall not include premiums and

considerations on contracts between insurers and
r2insurers. As used in section 8 of this act, premiums
are those for the calendar year preceding the

determination of impairment;

(9) Person shall mean any individual,
corporation, partnership, association, or voluntary
organization; and

(10) Resident shall mean any person who resides
in this state at the time the impairment is determined
and to whom contractual obligations are owved.

Ser.. M3, (1) This act shall apply to all direct
life insurance policies, health 1insurance policies,
annuity contracts, and contracts supplemental to life and
health insurance policies and annuity contracts issued
anywhere by persons authorized to transact insurance or
act as an insurer in this state at any time.

(2) This act shall not apply to:

(a) Any such policies or contracts, or any part
of such policies or contracts, under which the risk is
borne by the policyholdar;

(b) Any such policy or contract or part thereof
assumed by the impaired insurar under a contract of
rainsurance, other than reinsurance for which assumption
certificates have been issued;

(c) Any such policy or contract issued by
assessment associations operating under the provisions of
Chapter 44, article B8, Reissue Revised Statutes of
Nebraska, 1943, or unincorporated mutuals, or health
maintenance organizations unless such organizations are
controlled by an insurance company licensed by the
Dapartment of Insurance under the provisions of Chapter
44, Reissue Revised Statutes of Nebraska, 1943, and
amendments thereto; or
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(d) Any policy or contract issued by any person,
corporation, or orgainization which is not licensed by the
Dapartment of Insuranca under the provisions of Chapter
44, Reissue Revised Statutes of Nebraska, 1943, and
amendments thereto.

Sac. 4., This act shall be 1liberally construed
t)> effect the purposes enumerated in section 1 of this
act which shall -~onstitute an aid and juide to
interpretation.

Beas . B (1) There is hereby creat=2d a nonprofit
unincorporated lejyal entity to he known as the Nebraska
Life and Health Insuranca Guaranty Association. All
mamber insurers shall be members of the association as a
condition of their authority to transact the business of
insurance in this stata. The association shall percfornm
its functions under the plan of operation established and
approved accordirjy to sa2ction 8 of this act and shall
exercise its powers through a board of directors
established pursuant to the provisions of section 6 of
this act. For purposes of administration and assessment,
the association shall maintain three accounts: (a) A
h=2alth insurance account; (b) a life insurance accountj;
and (c) an annuity accoaunt.

(2) The association shall be under the direct
suparvision of the director and shall be subject to the
applicable provisions of the insurance laws of this
state.

Secy b (@) The board of directors of the
association shall consist of not l2ss than five nor more
than nine members servinj terms as established in the
plan of operation. The members of the board shall be
selected by membar insurars subject to the approval of
the dirsctoar. Vacancies on the board shall be filled for
the remaining period of the term in the manner described
in the plan of operation. To select the initial board of
directors and initially orgjanize the association, the
director shall jive notice to all member insurers of the
time and place of the orjanizational meeting. In
datermining voting rights at the organizational meeting
each member insurer shall be entitled to one vote in
parson or by proxy. TIf the board of directors 1is not
selected within sixty days aftar notice of the
organizational meeting, the director may appoint the
initial members.

(2) In approving selections or in appointing

mambers to the board, the diractor shall consider whether
all member insurers are fairly represented.
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(3) Members of the board may be reimbursed from
the assets of the association for =2xpenses incurred by
them as members of the bnargd but shall not otherwise be
compensated by the association for their services.

Sec. 7. 1In addition t» the powers and duties
enumerated in other sections of this act:

(1) If a domestic insurar is an impaired insurer,
the association may, prior to an order of liquidation or
rehabilitation and subj2ct to any conditions imposed by
the association other than those which impair the
contractual obligations of the impaired insurer, and
approved by the impaired insurer and the director:

(a) Guarantes or reinsure, or cause to be
guaranteed, assumed, or reinsured, all the covered
policies of the impaired insurer;

(b) Provide such mon=ay, pledges, notes,
guarantees, or other means as are proper to effectuate
the provisions of subdivision (1) (a) of this section,
and assure payment of the contractual oblijations of the
impaired insurer pending action under the provisions of
subdivision (1) (a) of this section; and

(c) Loan money to the impaired insurer;

(2) If a foreign or ali=2n insurer is an impaired
insurer, the association may, prior to an order of
liquidation, rehabilitation, or conservation, with
ra2spect to the covered policies of residents and subject
to any conditions impos2d by th2 association other than
those which impair the contractual obligations of the
impaired insurer, and approved by the impaired insurer
and the director:

(a) Guarantee or reinsur2, or cause to be
guaranteed, assumed, or reinsured, the impaired insurer's
covered policies of residents;

(b) Provide such money, pledges, notes,
guarantees, or other m2ans as are proper to effectuate
the provisions of subdivision (2) (a) of this section,
and assure payment of the impaired insurer's contractual
obligations to residents peniinj action under the
provisions of subdivision (2) (a) of this section; and

(c) Loan money to the impaired insurer;
(3) If a domestic insur2r is an impaired insurer

under an order of 1liguidation or rehabilitation, the
association shall, subjact to the approval of the
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director:

(a) Guarantee, assume, Or reinsure, or cause to
ba guaranteed, assumed, or reinsured, the covered
p>licies of the impaired insurer;

(b) Assure payma2nt of the contractual obligations
of the iampaired insurer; and

(c) Provida such money, pledges, notes,
juarantees, or other means as are reasonably necessary to
dischargz such duties, but if the association fails to
act within a reascnable period of time under this
subdivision, the director shall have the powers and
dauties »f the association under the provisions of this
act with respect to such domestic impaired insurer;

(4) Tf a foreign or alien insurer is an impaired
insurer und2r an order of liquiilation, rehabilitation, or
conservation, the association shall, subject to the
approval of the director:

(1) Guarantee, assume, OTr reinsure, or cause to
bs guaranteed, assumei, or reinsured, the covered
pylicies of residents;

(b) Assure paym2nt of the contractual obligations
of the impaired insurer to residents; and

(c) Provide such money, pledges, notes,
guarantees, or other means as are reasonably necessary to
discharge such duties, but if the association fails to
act within a reasonable period of time under this
subdivision, the director shall have the powers and
daties of the association under the provisions of this
ast with raspect to such foreign or alien impaired
insurer;

(5) (a) In carryinj out its duties under
subdivisions (3) and (4) of this section, the association
may request that there bs imposed policy lians, contract
liens, moratoriums on payments, or other similar means
and such li2ns, moratoriums, or similar means may be
inposed if the director:

(i) Finds that the amounts which can be assessed
under this act are less than th2 amounts needed to assure
full and prompt performance of the impaired insurer's
contractual obligations, or that the economic or
financial conditions as they affect member insurers are
sufficiently adversa to render the imposition of policy
or contract liens, moratoriums, or similar means to be in
the public interest; ani
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(ii) Approves the specific policy liens, contract
liens, moratoriums, or similar means to be used; and

(b) Before beinj obligated under subdivisions (3)
and (4) of this section, the association may request that
there be imposed temporary moratoriums or 1liens on
payments of cash values and policy 1loans and such
temporary moratoriums ard liens may be imposed if they
are approva2l by the director;

(6) The association shall have no liability under
the provisions of this section for any covered policy of
a foreign or alien insurer whose domiciliary jurisdiction
or state of entry provides by statute or regulation, for
rasidents of this state, protection substantially similar
to that provided by this act for residents of other
states;

(7) The association may render assistance and
advice to the director, upon his request, concerning
rahabilitation, payment of claims, continuations of
coverage, or the pacformance of other contractual
obligations of any impaired insurer;

(8) The association shall have standing to appear
bafore any court in this state with jurisdiction over an
impaired insurer concerning which the association is or
may become obligated unier this act. Such standing shall
extend to all matters germanc to> the powers and duties of
the association, including but not limited to proposals
for reinsuring or guaranteeing the covered policies of
the impaired insurer and the determination of the covered
policies and contractual obligations;

(9) (a) Any person receivinjy benefits under this
act shall be deemed to have assigned his rights under the
covered policy to the association to the extent of the
benefits received because of this act whether the
benefits are payments of contractual obligations or
continuation of coveraj2. The association may require an
assignment to it of such rights by any payee, policy or
contract owner, beneficiary, insured, or annuitant as a
condition precedent to the receipt of any rights or
benefits conferred by this act uporn such person. The
association shall be subrogated to these rights against
the assets of any impaired insurer; and

(b) The subrogation rights of the association
under the provisions of this subdivision shall have the
same priority against the assets of the impaired insurer
as that possessed by the person entitled to receive
benefits under this act;
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(10) The contractual obligations of the impaired
insurer for which the association becomes or may become
liable shall be as jreat as but no gJgreater than the
contractual ohligations of the impaired insurer would
have been in the absence of an impairment unless such
obligations are reduced as permitted by subdivision (5)
of this section, but the association shall have no
liability with respect t» any portion of a covered policy
to the extent that th2 death benefit coveraje on any one
life exceeds an aggrejate of three hundred thousand
dollars; and

(11) The association may:

(a) Enter into such contracts as are necessary or
proper to carry out the provisions and purposes of this
atk;

(b) Sue or be sued, including taking any legal
actions necassary or proper for recoverv of any unpaid
assessments under the provisions of section 8 of this
act:

(c) Borrow money to effect the purposes of this
act. Any notes or othsr evidenze of indebt2dness of the
association not in default shall be legal investments for
domestic insurers and may be carried as admitted assets;

() Cmploy or retain such persons as are
necessary to handle the financial transactions of the
association and to perfarm such other functions as become
necessary or proper undar this act;

(e) Negotiate and contract with any liquidator,
rehabilitator, conservator, or ancillary receiver to
carry out the powers and duties of the association;

(f) Take such l=2gal action as may be necessary to
avoid payment of improper claims; and

(J) Cxercise, for the purposes of this act and to
the extent approved by the diractor, the powers of a
domestic life or health insurer, but in no case may the
association issue insurance policies or annuity contracts
other than those 1issued to perform the contractual
oblijations of the impaired insurer.

Secs 284 (1) For the purpose of providing the
funds necassary to carry out th2 powers and duties of the
association, the board of dir=2ctors shall assess the
mamber insurers, separately for each account, at such
times and for such amounts as the board finds necessary.
The board shall collect the assessments after thirty

428 b



LB217

days' written notice to the member insurers before
payment is du=.

(2) There shall be three classes of assessments
as follows:

(a) Class A assassments shall be mnade for the
purpose of meetinjy administrative costs and other general
expenses not related to a particular impaired insurer;

(b) Class B assa2ssments shall be made to the
extent necessarv to carry out the powers and duties of
the association under the provisions of section 7 of this
act with regard to an impaired domestic insurer; and

(c) Class C assessments shall be made to the
extent necessary to carry out th2 powers and duties of
the association under the provisions of section 7 of this
act with regard to an impaired foreign or alien insurer.

(3) (a) The amount of any Class A assessment for
each account shall be determined by the board. The
amount >f any Class B »or C assessment shall be divided
among the accounts in the proportion that the premiunms
received by the impaired insurer on the policies covered
by each account bears t> the premiums received by such
insurer on all covered policies.

(b) Class A and Class C assessments against
member insurers for =2ach account shall be in the
proportion that the premiums received on business in this
state by each assessed member insurar on policies covered
by each account bears to such premiums received on
business in this state by all assessed member insurers.

(c) Class B assessments for each account shall be
made separately for each state in which the impaired
domestic insurer was authorized to transact the business
of insurance at any tim2, in the proportion that the
premiums received on business in such state by the
impaired insurer on policies covered by such account
bears to such premiums received in all such states by the
impaired insurer. The assessments ajainst member
insurers shall be in tha proportion that the premiums
received on business in esach such state by each assessed
mamber insurer on pnlicies covered by cach account bears
to such premiums received on business in each state by
all assessed member insurers.

(d) Assessments for funds to meet the
raquirements of the association with respect to an
impaired insurer shall not be made until necessary to
implement the purposes of this act. Classification of
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assessmants under the provisions of subsection (2) of
this section and computation of assassments ander this
sabsection shall bhe madz with a reasonable degree of
accuracy, recojnizinj that exact determinations may not
always b2 possible,.

(4) The assonciation may abate or defer, in whole
or in part, the asseassment of a member insurer if, in the
opinion of the board, payment of the assessment would
endanger th=2 ability of the member insurer to fulfill its
contractual obligations. The total of all assessments
upon a membar insur~r for each account shall not in any
one calendar vear exceed two per cent of such insurer's
premiums in this state on the policies covered by the
account.

(5) In the event an ass2ssment against a member
insurer is abated or d=2ferred, in whole or in part,
because of the limitations set forth pursuant to the
provisions of subsection (4) of this section, the amount
by which such assessment is abated or deferred shall be
assessed ajainst the other memb2r insurers in a manner
consistant with the basis for assessments set forth in
this section. If the maximum assa2ssment, together with
the othar assets of the association 1in either account,
does not provide in any one year in either account an
amount sufficient to carry out the responsibilities of
the association, the necessary adiitional funds shall be
assessed as soon thereafter as permitted by this act.

() The board may, by an equitable method as
establish2d4 in the plan of operation, refund to member
insurers in proportion to the contribution of each
insurer to that account the amount by which the assets of
the account exceed the amount the board finds is
necessary to carry out durinj th2 cominjy year the
obligations of the association with regard to that
amount, including assets accruing from net realized gains
and income from investma2nts. A reasonable amount may be
ratained in any account to provide funds for the
continuing expenses of the association and for future
losses if r=2funds are impractical.

(7) Tt shall be proper for any member insurer, in
determining its premium rates and policyowner dividends
as to any kind of insurance specified under the
provisions of this act, to consider the amount reasonably
necessary to meat its assessment obligations under this
act.

(8) The association shall issue to each insurer
paying an assessment under this act a certificate of
contribution in a form prescribed by the director for the
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amount so paid. All outstandinj certificates shall be of
ejual dignity and priority without reference to amounts
or dates of issue. A certificate of contribution may be
shown by th= insurer in its financial statement as a
nonadmitted asset in such form ani1 for such amount, if
any, ani period of time as the director mav approve.

Secss 9% (1) (a) The association shall submit to
the director a plan of o»peration and any amendments
thereto necessary or suitable to assure the fair,
re=asonable, and equitable administration of the
association. The plan of operation and any amendments
thereto shall become effective upon approval in writing
by the director.

(b) If the association fails to submit a suitable
plan of operation within one hundred eighty days
following the effective date of this act or if at any
time thereafter the association fails to submit suitable
amendments to the plan, the director shall, after notice
and heariry, adopt and promuljate such reasonable rules
as are necessary or advisable to effectuate the
provisions of this act. Such rules shall continue in
force until modified by the director or superseded by a
plan submitted by the association and approved by the
director.

(2) All member insurers shall comply with the
plan of operation.

(3) The plan of operation shall, in addition to
raquirements enumerated in other sections of this act:

(a) Establish procedures for handling the assets
of the association;

(b) Bstablish tha amount and method of
r2imbursing members of the board of directors under the
provisions of section 6 of this act;

(c) Establish regular places and times for
meetings of the board of directors;

(d) Establish procedures for records to be kept
of all financial transactions of the association, its
agents, and the board of directors;

(2) Establish the procedures whereby selections
for the board of directors shall be made and submitted to
the director;

(f) Establish any additional procedures for
assessments pursuant to the provisions of section 8 of
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this act; and

(3) Contain additional provisions necessary or
proper for the execution of the powars and duties of the
association.

(4) The plan of operation may provide that any or
all powers and duties of the association, except those
under the provisions of subdivision (11) (c) of section 7
of this act and the provisions »f section 8 of this act,
are delejated to a corporation, association, or other
organization which performs or will perform functions
similar to those of the association, or 1its equivalent,
in two or more stat=s, Such a corporation, association,
or osrganizatiosn shall be reimbursed for any payments made
on behalf of the association and shall be paid for its
parformance of any function of the association. A
delegation made under this subs=2ction shall take effect
only with the approval of both the board of directors and
the director and may b2 made only to a corporation,
association, or organization which extends protection not
sabstantially less favorable and effective than that
provided by this act.

Sec. 10. In addition to the powers and duties
enumerated in other sections of this act:

(1) The director shall:

(a) Notify th2 board of directors of the
existence of an impaired insurer not later than three
days after a determination of impairment is made or he
receives notice of impairment;

(b) Upon r2gqu2st of th2 board of directors,
provide the association with a statement of the premiums
in the appropriate statas for each member insurer;

(c) When an impairment is declared and the amount
of the impairment is determined, serve a demand upon the
impaired irsurar to mak2 jood the impairment within a
reasonable time., VNotice to the impaired insurer shall

constitute notice to its shareholders, if any. The
failure of the insurer to promptlv comply with such
d2mand shall not =2xcuse thes association from the

parformance of its powers and daties under this act;

(d) 1In any liquidation or rehabilitation
pcoceediny under Nebhraska law involving a domestic
insurer, be appointed as the lijuidator or rehatilitator.
If a foreign or alien member insurer is subject to a
liquidation proceeding in its domiciliary jurisdiction or
state »of entry, the director shall be appointed
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conservator; ard

(e) Transmit to the association all «claims on
covered policies timelv filed with him pursuant to the
provisions of sections 44-127,01 to 44-127.05, Reissue
R2vised Statutes of Na2braska, 1943. The association
shall thereupon be consider=d t» have been designated as
the director's representative pursuant to the provisions
of section 44-127.07, Reissue Revised Statutes of
Nebraska, 1943, and it shall proceed to investijate,
hear, settle, and determine such claims unless the
claimant shall, within thirty days from the date the
claim is filed with the director, file with the director
a written demand that the claim be processed in the
liquidation proceedings as a claim not covered by this
act. In regard to those claims transmitted to the
association by the director, the association and
claimants shall have all of the rights and obligations
and be subjoct to the same limitations and procedures as
are specified in sections 44-127,.05 to 44-127.11, Reissue
Ravised Statutes of Nebraska, 171943, for the determination
of claims;

(2) The director may suspend or revoke, after
notice and hearing, the certificate of authority to
transact insurance in this state of any member insurer
which fails to pay an assessment when due or fails to

comply with the plan of operation. As an alternative,
the director may levy a forfeiture on any member insurer
which fails to pay an assessment when due. Such

forfeiture shall not exceed five per cent of the unpaid
assessment per month, but no forfeiture shall be less
than one hundred dollars per month;

(3) Any action of the board of directors or the
association may be app2aled to the director by any member
insurer if such appeal is taken within thirty days of the
action beingy appealed. Any final action or order of the
director shall ke subject to judicial review in a court
of competent jurisdiction; and

(4) The liguidator, rehabilitator, or conservator
of any impaired insurer may notify all interested persons
of the effect of this act.

Sec. 11. To aid in the detection and prevention
of insurer impairments:

(1) The board of directors shall, upon majority
vote,. notify the director of any information indicating
any member insurer may be unable or potentially unable to
fulfill its contractual obligations;
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(2) The board of directors may, upon majority
vote, raguest that the director order an examination of
any membar insurer which th~ board in jood faith believes
may be unable or potentially unable to fulfill .its
contractual obligations. The diractor may conduct such
examination. The examination may bte conducted as a
National Association of Insurance Commissioners
examination or mav be conducted by such persons as the
director may desijgnate. The cost of such examination
shall be paid by the association and the examination
raport shall be treated as are other examination reports.
In no event shall such examination report be released to
the board of directors of the association prior to its
release t> the public, hut this shall not excuse the
director from his obligation to comply with the
provisions of subdivision (3) of this section. The
director shall notify the board of directors when the
examination is completed. The request for an examination
shall be kept on fil=a by the director but it shall not be
ooen to public inspection prior to the release of the
examination raport to the public and shall be released at
that time only if the examination discloses that the
examined insurer is unable or potantially unable to meet
its contractual oblijations;

(3) The director shall report to the board of
directors when he has reasonable canse to believe that
any menmbar insurer examined at the reguest of the board
of directors may ba unabl2 or potentially unable to
fulfill its contractual obligations;

(4) The board of directors may, upon majority
vote, maka reports and recommendations to the director
upon any matter germane to tha solvency, liquidation,
rahabilitation, or consarvation of any member insurer.
such reports and recomm2ndations shall not be considered
pablic documents;

(5) The board of directors may, upon majority
vaote, make recommendations to the director for the
detection and prevention of insurer impairments; and

(6) The board of directors shall, at the
conclusion of any insurer impairment in which the
association carried out its dutiss under this act or
exercised any of its powers under this act, prepare a
raport on the history and causes of such impairment,
based on the information available to the association,
and submit such report to the director.

Sac. 12. Th> association may recommend a
natural person to serve as a spa2cial deputy to act for
the director and uniar his supervision in the
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liquidation, rehabilitation, or conservation of any
member insurer.

Sec. 134 (1 Nothing 1in. this act shall be
constru=d to reduce the liability for unpaid assessments
of the insureds of an impaired insurer operatinjy under a
plan with assessment liabhility.

(2) Records shall be kept of all negotiations and
meetings in which the association or its representatives
are invnolved to discuss the activities of the association
in carrying out its powers and duties pursuant to the
provisions of section 7 of this act. Records of such
n2gotiations or meetings shall be made public only upon
the termination of a 1ligquidation, rehabilitation, or
conservation proceeding involving the impaired insurer,
upon the termination of the impairment of the insurer, or
upon the order of a court of competent Jjurisdiction.
Nothing in this subsection shall limit the duty of the
association to render a report of its activities as
provided in section 14 of this act.

(3) For the purpose of carrving out its
oblijations under this act, the association shall be
deemed t> b2 a creditor of the impaired insurer to the
extent of assets attributable to covered policies reduced
by any amounts to which the association is entitled as
subroges pursuant to subdivision (Y) of section 7 of this
act. All assets of the impaired insurer attributable to
covered policies shall be used to continue all covered
policies and pay all contractual oblijations of the
impaired insurer as required by this act. Assets
attributabls to cover2d policiess, as wused in this
subsection, are that proportion of the assets which the
reserves that should have bean established for such
pdlicies bear to the reserve that should have been
established for all policies of insurance written by the
inpaired insurer.

(4) {a). . Prior . to. the termination of any
liquidation, rehabilitation, or conservation proceeding,
the court may take into consideration the contributions
of the respective parties, including the association, the
shareholders and policyowners of the impaired insurer,
and any othar party with a bona fide interest in making
an equitable distribution of the ownership rijhts of such
impaired insurer. In such a determination, consideration
shall be jiven to the w2lfare of the policyholders of the
continuing or successHar insurer.

(b) No distribution to stockholders, if any, of
an impaired insurer shall be made until and wunless the
total amount of assessments levied by the association
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with respect to such insurer have been fully recovered by
the association.

(5) Tt shall be a prokibited unfair trade
practice for iny person to make use in any manner of the
protection afforded by this act in the sale of insurance.

(6) (a) - -Ef  ‘an order for liguidation or
rahabilitation of an insurer domiciled in this state has
been entered, the raceiver appointed under such order
shall have a right to r2cover on behalf of the insurer,
from any affiliate, the amount of distributions, other
than stock dividends paid by th2 insurer on its capital
stock, made at any time during the five vyears preceding
the petition for lijuidation or rehabilitation subject to
the limitations of subdivisions (b), (¢), and (d) of this
subsection.

(b) ¥o such dividend shall be recoverable if the
insurer shows that when paid ths distribution was lawful
and reasonable, and that the insurer did not know and
could not reasonably hava known that the distribution
might adversely affect the ability of the insurer to
fulfill its contractual oblijations.

(c) Any person who was an affiliate of the
insurer at the time the distributions were paid shall be
liable up to the amount of distritutions he received.
Any person who was an affiliate of the insurer at the
time the distributions were declared shall be 1liable up
to the amount of distributions he would have received if
they had been paid 1immediatelvy. If two persons are
liable with respect to the same distributions, they shall
b2 jointly and severally liable.

(d) The maximum amount vrecoverable under this
sabsection shall be the amount needed in excess of all
other available assets of the impaired insurer to pay the
contractual oblijations of tha impairad insurer

(2) If anv person liable under subdivision (c) of
this subsaction is insolvent, all its affiliates at the
time the dividend was paid shall be jointly and severally
liable for any t=2sulting defici=2ncy in the amount
racovered from the inss>lvent affiliate.

Sec. 14. The association shall be subiject to
examination and regulation by the director. The board of
directors shall subait to the director, not later than
May 1 of each year, a financial report for the preceding
calendar year in a form approved by the director and a
raport of its activiti2s duriny th= preceding calendar
y=2ar.
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Sec, 15. The association shall be exempt from
payment of all fees and all taxes la2vied by this state or
any of its subdivisions, except taxes levied on real
property.

sSeps.. 16s (1) Unless a longer period has been
allowed by the directnar, a member insurer shall, at its
option, have the right to show a certificate of
contribution as a nonadmitted asset in the form approved
by the director pursuant to subsection (7) of section 8
of this act, at percentages of the osriginal face amount
approved by the director, for calendar years not to
exceed the following:

(a) One hundred per cent for the calendar year of
issuance;

(b) Eighty per cent for the first calendar year
after the year of issuance;

(c) Sixty per cant for the seccend calendar year
after the year of issuance;

(d) Forty per cont for the +third calendar year
after the year of issuance;

(e) Twenty per cent for the fourth calendar year
after the year of issuance; and

(f) Zero per cent for the fifth calendar year
after the y=sar of issuance, and thereafter.

(2) The insurer may offset the amount written off
by it in a calendar year under the provisions of
sabsection (1) of this section against its premium tax
liability to this state pursuant to5 the provisions of
sections 44-1213, 77-908, and 77-909, Reissue Revised
Statutes nf Nebraska, 1943, accrued with respect to
business transacted in such year.

(3) Any sums acquired by refund pursuant to
sabsection (6) of section B8 of this act " froa the
association which have previously been written off by
contributing insurers and offset against premium taxes as
provided in subsection (2) of this section, and are not
then needed for purposes of Chapter 44, Reissue Revised
Statutes of Nebraska, 1943, and amendments thereto, shall
b2 paid by the association to the director who shall
handle such funds in th2 same manner as provided for in
section 77-912, Reissue Revised Statutes of Nebraska,
1943,
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Sec, 17. Thrr2 shall ke no liability on the
part of and no causc of action of any nature shall arise
ajainst any member insurer or its agents or enmployees,
the assaciati»sn or its agents or employees, members of

the board of directors, or the diractor or his
representatives for any action taken by them in the
performance of their powers and duties under the

provisions »f this act.

Sec. 18. All proceadings in which the impaired
insurer is a party in any court in this state shall be
stayed sixty days from the date an order of 1liquidation,
r2habilitatiosn, or consa2rvation is final to permit proper
lagal action by the association on any matters germane to
its powars or duties. As to a Jjudgment under any
dacision, order, verdict, or finding based on default,
the association may apply to have such judgment set aside
by the same court that made such judgment and shall be
parmitted to defend ajainst such suit on the merits.

Sac. 19. Assassments wmade by the insurance
guaranty associations, or similar entities, pursuant to
the laws of any other state shall not be considered
taxes, licenses, other fees, other material obligations,
prohibitions, or restrictions as defined in section
4u4-150, Reissue Revised Statutes of Nebraska, 1943.

Sec., 20. If any section in this act or any part
of any section shall be declared invalid or
unconstitutional, such d2claration shall not affect the
validity or constitutionality of thes remaining portions
thereof.

Sac. 21. This act shall be cited as the
Nabraska Life and Health Insurance Guaranty Association
Act.



