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, Reissue Revised Statutes of Nebraska,
and sections 44-2402, 44-4LO3, 44-4210,
, 44-4222, 44-4227, 44-422A, 44-4726,
, and 7l-2069, Revised Statutes

ACT relating to i-nsurance; to amend sections
44-3,t32, 44-4230, 60-574, 60-578, and
68-1030
L943.
44-4220
44-44O2
Supplement, 1989; to adopt
Mai-ntenance Organization Act;
Motor Vehicle Servi.ce Contract

the Health
to adopt the
Reimbursement

Insurance Act; to adopt the Managing General
Agents Act, to define and redefine termsi tochange provisions relating to the
Comprehensive Health Insurance pool to provide
coverage for persons who received medicaid
assistance, change rate provisions, andprovide for a right of subrogation; to changeprovisions relating to maximum Iiability for
underinsured motorist coveragei to provide for
the confidentj.ality of certain information and
records of preferred providers and health care
review committees as prescribed,. to prohibit a
restri-ction in medical benefit contracts
regarding rei.mbursement for prescription drugs
as prescribed,- to provide a duty for the
Revisor of Statutes; to elimj.nate the ModeL
HeaIth Maintenance Organization Act andprovisions relating to service contracts; to
harmonize provisions; to provj.de operatj.ve
dates; and to repeal the original sections,
and also sections 44-3201 to 44-3210, 44-32].3
to 44-3230, 44-3232, 44-3234, 44-3235,
44-3237, 44-323a, 44-3240 to 44-3243, 44-3245,
44-3246, 44-324a to 44-3254, 44-325A to
44-3262,44-3264 to 44-3269, 44-327t to
44-3275, 44-327a to 44-32A4,44-32A6 to
44-3291, and 44-3504 to 44-3518, Rei.ssue
Revised Statutes of Nebraska,1943, and
sections 44-321L, 44-3231, 44-3233, 44-3236,
44-3239, 44-3244, 44-3247 , 44-3263, 44-3270,
44-3276, 44-3277, 44-3285, 44-3501 to 44-3503,
and 44-3519, Revised Stattrtes Supplement,
1949.
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Be it enacted by the people of the State of Nebraska,

Section 1. Sections I to 89 of this act shall
be known and mav be cited as the Eealth ilaintenance
orqanization Act.

Sec. 2. For DurDgses of the Eealth
Maintenance Oroanization Act- ttre definitions found i'n
sections 3 to 23 of this act shall be used-

Sec. 3. Basic health care services shall
i-nclude as a mini.mum the folloYin(I medically necessarv
s"rvirei, Preventive caret emerqencv care, inpatient and
outpatieni hospital and Phrsician care' diaonostic
laE6ratorv sLrvices' diaonostic and therapeutic
radiolooi.cal services; and out-of-area emeroencv
services.

Sec. 4. Carrier shall mean a trealth

iltv iEiponsible for the Pavnent of benefits or the
provisi.on of services trnder a orotlD contract-

Sec- 5- copavment shall mean an amotrnt an
enrollee must.pav in order to receive a specific service
whi.ch is not fullv DreDaid-

Sec. 6. Deductible shall mean the amount an
enrollee is responsible to pav out of oocket before the
treilth maintenance oroanization beoins to pay the costs
associated with treatment.

Sec. 7. Director shall mean the Director of
Insurance -

Sec. B. Enrollee shall mean an individual who
is covered bv a health maintenance oroanization and
iEaII include both sttb=cribers and dependtnts of
subscribers.

Sec, 9. Evidence of coveraoe shall mean a
statement of the essential featrrres and ser-vices of the
health maintenance orqanization coveracre vhich is oiven
to the subscriber bv the health maintenance oroanization
or bv the orortp contract holder-

Sec. 10. Extension of benefits shall mean the
continttation of coveraoe under a particular benefit
pr-ovided under a contract follosinq termination wittt
rcpect to an enrollee who is totally disabled on the
date of termination.

Sec. 11 - Grievance shall mean a vritten
complaint submitted in accor-dmce with the health
mliltenance oroanization's fomal qrievance procedure bv
or on behal-f of the enrollee reoardino anv aspect of ttre
trealth maintenance oroanization relative to the
enrollee.

Sec. 12- Group contract shall mean a contract
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Sec- 21 ReDlacemer)t coveraoe shall mean the

Sec. 13. croup contract holder shall mean theperson to which a oroup contract has been issued.
Sec. 14. Health maintenance orqanizationshall mean any person vrho undertakes to provide orarranoe for the deliverv of basic health care servicesto enrollees on a prepaid basi.s except for enrolleeresponsibilitv for copayments or deducti-bles.

Sec- 16_ Individual contract shall mean acontract for health care services issued to and coverinoan individual - The i.ndividual contract mav includecoveraoe for dependents of the subscriber-
Sec- 17- Insolvent or insolvencv shall- meanthat the health maintenance oroanization has beendeclared insolvent and placed under an order ofl-iquidati.on bv a court of competent .itrrisdiction-.
Sec. 18. Net lrorth shall mean the excess oftgtal admitted assets over totat liaUilities.Liabilities shall not include fuIIv strbordinated debt.Sec. 19. Parti.cipatino provider shall mean ap-rovider who- under an exoress or implied contract wiihthe health maintenance oroanization or with i.tsgeltractor or subcontractor_ has a(Ireed to provide

health care services to enrollees with an expectalion oireceivino payment- other than copavment or deductible.directly or indirectly from the heatth maintenarrceorcanization.
Sec. 2O. Provider shall- mean anv ohvsician.hosoital. or other person Iicensed or otherwireauthorized to ftrrnish healtlt care services-

Sec- 22- Subscriber shall mean an individualwhose emplovment or other status- except familvdependencv. is the basis for elioibilitv for enrolimEnlin the health maintenance oroanization or. in the reof an individual- contract. the individual in r.rhose nirethe contract is issued-
Sec- 23- Uncovered exDenditures shall mean
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the costs to the health maintenance oroanization for
healttr care servi-ces that are the oblioation of the
health maintenance oroanization for which an enrollee
mav also be liab}e in the event of the health
maintenance oroani.zationrs insolvencv and foq which no
alternative arranoements have been made that are
acceotaLrle to the director.

Sec- 24. Any person mav aDplv to the director
for a certificate of authority to establish and oPerate
a health maintenance orqanization in comoliance with the
HeaIth Maintenance Orqan.ization Act- No person shaII
establish or operate a health maintenance oroani.zation
in this state without obtainino a certificate of
authoritv under the act- oDeratino a health maintenance
oroanization without a certificate of authoritv shall be
a violation of the Uniform Unauthorized Insurers Act. A
foreion corporation mav qualify under the Health
Maintenance Orqanization Act if it reqisters to do
business in this state as a foreicn corDoration under
the Nebraska Business CorDoration Act and comDlies wittr
the Heafth Maintenan
aoolicable state laws.

Sec- 25. Any trealth maintenance oroanization
which has not received a certificate of authoritv to
oDerate as a health maintenance oroanization under prior
Iaw as of the operative date of this section shall
submit an applj.cation for a certificate of authorj'ty
within ninetv davs of such date- Each such aopli.cant
mav continttg to operate unti.I the director acts upon the
appl,ication- If the aDDlication is denied, the
applicant shall be treated as a health maintenance
oroanization whose certificate of authoritv has been
revoked -

Sec- 26- Each application for a certifi-cate
of authoritv shalI be verified bv an officer or
atrthorized representative of the applicant. shall be in
a form prescribed bv the director- and shall set fortll
or be accompanied bv the follovina:

{1) A copv of the oroanizational documents of
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articles of association. partnership aoreement. trust
aoreement- or other applicable documents and aIl
amendments thereto:

(2 ) A coPv of the bvlaws - rules. and
reoulations- or similar document- if anv. reoulatino the
aanzfircf af fh

officiaL positions and biooraphical information- on
forms acceptable to the director, of the Dersons who are
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to be responsible for the conduct of the affairs andday-to-dav operatj.ons of the apr:Iicant_ includino aIlmembers of the board of directors. board of trustees.executive commi.ttee. or other ooverninq board ;committee and the principal officers in the case oi acorooration or the oartners or members in the case of ar:artnership or association:
- (4) A copy of anv contract made or to be madebetween anv. cl-ass of providers and the healthmai.ntenance orqanization and a copy of any contract madeor to be made between third-partv administrators.marketinq consultants. or oersons listed in subdiviilo;
( 3) of this section and the health maintenanceorqanization:

(5) A cooy of the form of evidence of coveraqeto be issued to subscribers..(6) A copv of the form of oroup contract, ifanv- which is to be i.ssued to employers- unionrtnrstees. or other oroanizations;
( 7 1 Financial statements shotdincr theapplicantrs assets- Iiabilities. ind sources offinancial support. includinq a copv of the applicajttsmost recent. reoular- certified fi.nancial statement andan unaudited. current financial statement;
Clg) A financial feasibilitv plan whichi.ncludes detailed enrollment oroiections_ tlremethodolooy for determininq premium rates to be charoEd

dur-ino the fi.rst .twelve months of operations ceitifiedbv an actrrarv or other oualified person. a proiection ofbalance sheets- cash-flow statements showinq anv capitalexgenditures- any purchase and sale of investments- andanv deposits with the state_ income and expensestatements anticipated from the start of operationsuntil the heal-th maintenance oroanization has had neiincome for at least one vear, and a statement as to thesources of vorkino capital as well as any other sourcesof frtnci i no ,

L9) A pohrer of attorney duly executed by suchaoplicant- if not domiciled in this state. appointimthe director and his or her successors iird-dulvauthorized deputies as the tnte and Iawful attornev ofstrch applicant in and for this state upon whom alilawful process in anv l-eoaI action or proceedino ioairrstthe health maintenance oroanization on a cause of actionarisino in this state may be served;(1O) A statement or map reasonablv describinothe qeooraphic area to be served:(11) A descrip-tion of the internal qrievanceprocedures to be utili.zed for the investioation and
9'12
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resolution of enrollee comDlaints and qrievances:

assurance 6roqram. includino the formal oroanizational
!t.r.t.,.e. ^"thod= for d"v.]opito ..it.ri"' pto""dttet
for comprehensive evaluation of the qualitv of care
rrndaed to enrollees. and orocesses to initlate
conrective action and reevaluation when deficienci'es in
irovider m oroanization"I performance are idettified'

imolemented to meet the protection-aqainst-insolvencv
requi-rements in section 52 of this actr

Iicense numbers. if anv. of aII providers wlth which the
lreaIth maintenance oroanization has aqreementst and

requires to make the determinations reouired in section

Sec - 27

examination.(2) Any modification or amendment for whictl
ttre approvlJ-of the director is required shall be deemed
aoproiEd unless disapproved witllin thirtv davs' except
t[ft the director mav oostpone the actiotr for such
frtrtlrer time. not exceedino an additional thirtv davs-
as necessarv for proper consideration'

s".. 28. (l-) Upon recelpt of an application
for issuance of a certificate of authority- the Directo-r
i?-liliiance shall forthwith tran=mit copies of srtch
application and accompat:yitlo documents to the Director
of Health.=--(2) TIre Director of Health shall d"ter'inq
whether tie aooli.cant has cornplied with sections 35 to
37 of this act with respect to Lealth care services to
be fttmished-

applj.catiori ior issttance of a certificate of authority'
ItE--Erect f Heatth shall certifv to the Director of
Insurance that the proposed health maintenance
oroanizati,on meets the reouirements of sttch sections or
i6Iifv the Director of Ilrsurance that the health
maintenance oroanization does not meet such reqttirements
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Sec. 29. The Director of Insurance shall,within fortv-five days of receipt of certification o;notice of deficiencies pursuant to sectiori 2g of thisact. lssue a certificate of authoritv to any person
filina a completed application upon receivin; th;prescribed fees and bein(I satisfied that:

(1) The persons responsible for the conduct of
t h

and possess oood reputations;
( 2) Anv deficiencies identified bv the

(3) The health maintenance orqanization willeffectivelv provide or arranae for the provision ofbasic heaLth care services on a prepaid basi.s. throuohinsurance or otherwise. except to the .extent ofreasonable requirements for copavments or deductibles:
and

(4) The health maintenance oroanization is incompliance with sections 47 to 57 of this act.
A certificate of authority shall be deniedonlv after the Director of Insurance comolies with thereouirements of section 62 of this act.
Sec. 30. A certificate of authority issuedpursuant to sections 28 and 29 of this act shall expireon April 30 in each vear and shall be renewed annuallvif the health maintenance oroanization has contimred t6comply with the lalrs of this state and the rules amlreoulations -

Sec. 31. The powers of a health maintenanceorcanization shalI include_ but not be limited to_ thefollowino:
tt'l

renovation. operation - or maintenance of hospitals.medical facili.ties. and ancillary equioment and suchproperty as mav reasonablv be reorrired for its princioat
office or for such purposes as mav be necessary in thetransaction of the business of the health maintenanceorcanizatlon:

(2) Transactions between affiliated entities.includino loans and the transfer of responsibilitv underaIl contracts. includino provider and strbscribeilcontracts- between affiliates or bet$reen the healthmaintenance orqanization and its parent;
(3) Eurnishinq of basic health care services
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throuoh oroviders. provider associations. or aoents for
orovidErs whj.ch are under contract with or emploved by
the health maintenance oroanization;

oerformance on its behalf of certain functions such as
marketino. enrollment- and administration;

(5) contractino with an insurance comDany
licensed in this state for the Drovisi'on of insurance-

m services provided bv the health mai'ntenance
o rctani zation:

(6) offerino of other health care servtces 1n
addition to Easic health care services. Nonbasic health
iare services mav be offered bv a heal-th mai'ntenance
mization on a prepaid basis without offerino basic
hEJth care services to anv orouo or individual' and

(r) The ioint marketind of Droducts with an
insurance Eompanv licensed in this state as lonq as the
cornpatr], that is offe.ino ea"h ptodtt"t i= clearlv
i.denti f ied.

Sec. 32. A health- maintenance oroanization
shall file notice- with adequate supporti'no j'nformation-
with the director prior to ttre exercise of anv Dower
miiEd irm,bdivi=ion (1)- (2)- or (4) of section 31 of
Iiis rct which mav affect the financial soundness of the
health maintenance oroanization- The director shall
Fisaopr-ove such exercise of power only if it would
subsflrltiallv ind adverselt affect th" financial
=oindrress of the he"lth mai.tena.ce orqanization and
endm its abilitv to meet its oblioations' If the
diiecior does not disapprove the exercise of the power
ilthin lhirtl' days of the filino- it shall be deemed
aporoved- The director mav exempt activities havino a
de mi.nimis effect from the fi-Iino reoui'rement'

Sec. 33 - Notwittrstandinq any differences
provided bv lav, between a heallh maintenance
6remizJion ".d an ins.,rer as described in section
4Zlio3- a trealth maintenance orqanizati.on shall be
deemed to assume, underwrite. and spread risk and
otherwise transact the bttsiness of insurance'

Sec- 34- Anv director- officer' emDlovee- or
partner of a health maintenance oroanization who
ireivs collects- disburses- or invests funds in
connection with the activities of the health maintenance
oroinization shall- be responsible for such funds in a
fiduciarv relationship to the health maintenance
oiEliizlfim A health maintenance oroanization shall
maintain i.n force a fidelitv bond or fidelitv insurance
mch individuals in an amount not less than two
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hundred fiftv thousand dollars for each healthmai.ntenance orqanization- The requirements of thiisection mav be met for each of two or more healthmaintenance ordanizatj.ons owned by a common parent j.f
the parent maintains the bond or insurance on behalf o?the health maintenance oroanizations and anv ottrercarrier or carriers owned by the parent in an aaqreoateamount of not less than the lesser of (l) two hundredflfty thousand dollars times the ntrmber of such healthmaintenance oroanizations and such other cirrier ucarriers or (2) five million dollars.

Sec. 35. Each health maintenance oroanizationshall establish orocedures to assure that the healthcare services provided to enrollees are rendered trnderreasonable standards of oualitv of care consistent withorevai lino professional-lv recoonized standard j rcfmedical practice. Such procedures shall includemechanisms to assure availability. accessibili:tv- andcontinuity of care.
Sec. 36. Each health maintenance oroanizationshaII have an onooino- internal quali.tv assurarce

hrrf h^t ha I i mi +^A tha faI I auri n^
( 1 ) A r,rri tten statement of croal s andob'iectives which emphasizes i.mproved health statre inevaluatino the oualitv of care rendered to enroll-eesr(2) A written qualitv assurance plan whichdescribes the followi.nq:
( a) The health maintenance orqanization r s

tv
, (b) The oroanizational structure responsiblefor qualitv assrrrance activitiesr(c) Contractual arranoements- whenaooropriate. for deleoation of oualitv assuranceactiviti.es;

(d) Confidentiality policies and procedrlres;
(e'l A svsten of oncoino evaluation activities;(f) A svstem of focused evaluation activitiesr(o) A svstem for credential.ino providers andoerformino peer review activities; and(h) Duties and responsibi Iities of thedesiqnated physician responsible for the qualiit

assurance activities:
(3) A written statement describincr the systemof onooinq quality assurance activities. includino. but
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not Iimited to. the followinq:
(a) Problem assessment. identification'

selection. and study:
(b) Corrective action- monitori'no- evaluation'

and reassessment: and
(c) Interpretation and anal-ysis of Datterns of

.care rendered to individual Datients bv individual
providers;

(4) A written statement describino the svstem
of focused quality assurance activitj'es based on
representative samples of the enrolled Dopulation which
idenLifies method of topic selection. studv, data
collection- analvsis- interDretation. and report format;
and (5) A written DIan for takino apDroDriate
corrective action whenever- as determined by the oualitv
assurince orooram- inappropriate or substandard services
have been orovided or servi'ces which shottld have been
frtrnished have not been provided-

record proceedinos of formal qttalitv assttrance prooram
activities and maintain documentation in a confidential
rnanner, gualitv assrtrance procrram milrlttes shalL be
availablJ ''to the Director of Health. Each health
iaintemrce oroanizatio. =hall also establish a
mechanism for oeriodic reportinq of qltality assttrance
oroqram activities to the oovertrino body of the' health
miintenance orqanization. tlle providers- and approoriate
staff -

Sec- 37- Each health maintenance oroanization
shalI ensure the rtse and mai.ntenance of an adeortate
patient record svstem wlli.ch facilitates documentation
Ind retriLval of clinical infor*ation for the putpose of
the ilalth maintenance oroanization evalltatino
Eonti.rruitv and coordination of patient care and
assessino the qrtalj.ty of llealth and medical care
pruided to enroliees. Enrol'le" cIini"c"I record= shall
be available to the Director of Health or aIr attthori'zed
dmionee f or exami-nation and revi'ew to ascertain
mpiiance wi.th section 36 of thi.s act or as deemed
necessary bv the Director of Health.

Sec. 38. Everv orotlD alld illdividual colltract
holder shall be entitled to a oroup or individttal
contract. The contract sllall llot contain provisions or
statements h,hich are rtniust- unfair. illeouitable '
mj-sLeadinq. or deceptive or which ellcouraoe
mireoresentation as described bv section 44-1525' The
;ontr;ct sharr c
foIIowi.nq:
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(1) Name and address of the health maintenance
oroanization;

( 2) Elioibilitll reouirements;
(3) Benefits and services within the service

area:
(4) Emeroencv care benefits anri services,(5) Out-of-area benefits and services. if anv:
( 6 ) Copayments. deductibles. or otherout-of -pocket expenses ;(7) timitations and exclusions;(8) Enrollee termination:(9) Errrollee reinstatement- if anw,
(1O'l Claims procedures:
(11) Enrollee orievance procedures:
(12) Continuation of coveraoe;
( l3) Conversion;
(14) Extension of benefits. if anv:
(15) Coordination of benefits_ if appl-icable:(I6) Srrbrooation- if any;
(17) Description of the servi.ce area;(18) Entire contract provision:
(19) Term of coveraqe:
(20 I Cancellation of oroup or individual

contract holder:
(21) RenewaI"r
( 22 ) Rei-nstatement of oroup or individual

contract holder- if anv:(23) Grace period; and
( 24'l Conformitv ldith state law,
An evidence of coveiaoe may be filed as part

of the oroup contract to describe the provisions
required in subdivisions (1) throuoh (17) of thissection -

Sec.39. (1) An individual contract shallprovide a ten-dav period to examine and return thecontract and have the premium refunded- If services
were received dtrrino the ten-dav oeriod and ilre oerson
retrrrns tlte contract to receive a refund of the premirrmpaid- he or she shall pay for such services.

L2) A oroup or individual contract sllallpermit enrollees to voluntarilv terminate ertrollment for
allllr:eason at anv ti.me.

(3) A crroru) contract shall permit enrollees toconvert to individual enrollment upon termination ofenrollment in the oroup.
Sec. 40- Every subscriber shall receive anevidence of coveraoe from the qroup contract holder orthe health naintenance oroani.zation. The evi.dence ofcoveraqe shall- not contain provisions or statements
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which are unfair. uniust- inequitabl,e. misleadino- or
deceDtive or uhich encouraqe misreDresentation as
described bv section 44-1525. The evidence of coveraoe
shall contain a clear statement of the provisions
reouired in suMivisions (11 throuoh (17) of section 38
of this act.

Sec. 4L. The director mav establish
readabilitv standards for individual contract. orouD
contract- and evidence of coveraqe forms. No or.ouD or
individual contract- evidence of coveraqe. or amendment
thereto shall be delivered or issued for deliverv in
this state unless its form has been filed with and
aporoved bv the director- If an evidence of coveraoe
i.ssued pursuant to and incorporated i.n a contract issued
in this state is intended for deliverl i-n another state
and the evidence of covera(Ie has been aDDroved for use
in the state in which it is to be delivered. the
evidence of coveraqe shall- not need to be submitted to
the director for approval- The director may reouire the
slrbmission of whatever relevant informati.on he or she
deems necessarv in determinino whether to apDrove or
disaporove a filino-

Sec. 42- (1) Everv form remired to be filed
with the director shall be filed not less than thirtv
davs prior to del-ivery or issuance for deliverv in this
state. At anv time durina the thirtv-dav Deriod, the
diregtor mav extend the period for review for an
addiiional thirtv davs. Notice of an extension shall be
in writina. At the end of the review Deriod- the form
shall be deemed approved i.f the director has taken no
action- The person filino shall noti-fv the director in
r"riitj.nq prior to usinq a form that is deemed aDProved.
At anv time- after thirtv davsr notice and for cause
shotrn. the director mav withdraw aDDroval of anv form-
The withdrawat shall be effective at the end of the
thirtv davs-

(2t When a filino is disaooroved or aporoval'
of a form is withdrawn- the director shall Clive the
health mai-ntenance orqanization written notice of the
reasons for disapproval or withdrawal and in the notice
shall inform the health maintenance oroanization that
within thirty davs of receipt of the notice the health
maintenance orqanization mav request a hearino. A
hearinq shall be conducted within thirtv days after the
di.rector has received the request for hearino-

Sec. 43. L1) Everv health maintenance

a report wittr the Director of Insurance- with a copv to
the Director of Eealth. coverinq the precedino calendar
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vear. The report shall be on forms prescribed bv the
Director of Insurance-

The ooodr.rilL prepaid expenses. Ieasehold
improvements. and furniture and equipment of a health
maintenance orqanization mav be shown on the report asadmitted assets to an extent not exceedinq eiohtvpercent for caLendar year 1991 - sixtv percent forcalendar year 1992. fortv percent for calendar vear
tggg. and myear Lgga- Etr
calendar vears commencino with 1995. the ooodwi Il.,prepaid expenses- leasehold improvements_ and frlrniture
and equipment of a health maintenance orqanization shall
not be shown on the report as admitted assets- Eor
calendar vears commencino with 1995- admitted assets
shall be shown on the report in accordance with what areknown as statutory accountino principles-

( 2 ) Everv healttr maintenance oroanization
shall file annuallv- on or before March 1. with the
Director of Insurance. with a copv to the Director of
HeaIth:

(a'l A list of the providers who have executed
a contract that complies with section 50 of this act;
and

(b) A description of the orievance procedures.
the total number of orievances handled throuoh suchprocedures. a compilation of the causes underlvina thoseqrievances- and a summary of the fj.nal disoosition of
those qri"evances.

( 3 ) Everv health maintenance oraanization
shalI file annuallv. on or before June 1 _ audited
financial statements with the Director of Insurance.
with a cooy to the Director of Health.(4) The Director of Insurance may reouire suchadditional reports as are deemed necessarv andapproprj.ate to carrv out his or her duties under the
HeaIth Mai.ntenance Oroanization Act-

Sec. 44. Each health maintenance oroanizatiqql
shalL provide a Iist of providers to its strbscribers
upon enrollment and reenrollment- Each health
mailrtenance oroanization shaII provide notice withln
thj-rtv days of anv material chanoe in the operation of
the health maintenance oraanization to its subscribers
if the chanqe affects the subscribers directlv. An
enrollee shall be notified in writino bv the health
naintenance oroanization of the termination of theprimarv care provider who Drovided health care services
to that enrollee- The health maintenance oroanization
shall provide assistance to the enrollee in transferrino
to another participatino provider. Each health
980 -1 3-
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maintenance oroanization shaII Drovide to subscribers
information on how services mav be obtained and where
addi.tional information on access to services can be
obtained and a toLl-free telephone number for calls
within the service area-

Sec. 45. Each health maintenance orqanization
shalI establish and maintain a orievance procedttre to
orovide for the resoLution of orievances initiated bv
Enrollem. The procedure shall be approved bv the
Director of Insurance after consultation with ttle
Director of Health- The Director of Insurance or the
Director of Health mav examine the orievance procedure'
The health maintenance oroanization shaII maintain
rtrords reoardino orievances received since the date of
the IasL examination-

Sec. 46. with the exceptj'on of investments
made i-n accordance with subdivisi-on (1) of section 31 of
this act. the investable frrnds of a health mailrtenance
oroanization shall be invested otlly in secrrfitjes or
other itrvestments permitted by the insttrallce laws of
this state for the investment of assets constit\ltino the
Ieoal reserves of Iife j.nsuralrce companies or s-!teb---9!lre-!
securities or investments as tlle di|ector pel'mits'-

Sec.47, (1) Before issrlino a ce|tificate of

(a) One million dollars; or
(b) Two percent of alltrual Premirtm revenue as

reported on tlte most recent allllrtal fil)anci.aL statement
iiled with the director on the first one hundred fifty
million dollars of premi.tm revenue and o,le percent of
annual premirrm reveutte on the premirtm revetrrte itr excess
of one hundred fiftv million dollars.

(3) A health mailrtellatlce oroatrizati.on Iicensed
under prior law before the operative date of this
ca-ti 

^n 
qha

(c) Seventy-five Dercent of the amolrnt
required bv subsection (2) of this section by December
31. 1992: and

(d) One htlndred Dercent of the amount required
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bv subsection (2) of this section bv December 31, 1993.(4) In determinino net worth- no debt shall be
considered fully subordinated unless the srrbordination
clause is i.n a form acceptable to the dj-rector. Any
interest obl-ioation relatinq to the repayment of anv
subordinated debt shall be similarlv subordinated- The
interest expenses relatinq to the reoavment of any fully
subordinated debt shaIl be considered covered expenses-
Any debt incurred bv a note meetino the reguirements of
this subsection and otherwise acceotable to the director
shalI not be considered a Iiabilitv and shall be
recorded as equitv.

Sec. 48. (1I Except as orovj.ded in subsection
(2) of this sectj,on. each health maintenance
oreanization shall deoosit with the di.rector- or at the
discretion of the director with anv oroanization or
trustee acceptable to him or her throuoh h,hich a
custodial or controlled accortnt is utilized. iash-
securities- or anv combination of cash or secrrrities or
other measures that are acceptable to the director which
at all times have a value of not less than three hundred
thousand dollars-

(2) A health maintenance oroanization that is
in operatj.on under prior lar^r on the operative date of
this section shaLl make a deposi.t equal to one hundred
fiftv thousand dollars for the first vear and three
hundred thousand dollars for the second vear.

L3l The deposj.t made pursuant to this section
shall be an admitted asset of the health maintenance
oraanization in the determination of net worth. AII
income from a deposit shall be an asset of the health
maintenance orqanization - A heal-th maintenance
oroanizati.on that has made a securiti.es deposit mav
withdraw that deposit or anv part thereof after makino a
substitute deposj.t of cash. securities. or anv
combination of cash or securities or other measures of
equal amount and value- Anv secttrities or other
measures shall be approved bv the director before beino
deposited or substituted-

L4) The deposit made pursuar)t to this section
shal-I be used to protect the interests of the health
maintenance oroanization I s enrollees and to assure
continuation of health care services to enrollees of a
health maintenance orqanization which is in
rehabilitation or conservati-on. The director mav use
the deoosit for administrative costs directlv
attributable to a receivershio or liquidation- If the
health maintenance or(Iani"zation is placed in
receivershi.o or liquidati.on- the deposit shall be an
942 -15-
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asset subject to the Nebraska Insurers Supervision,
Rehabilitation. and Liquidation Act.

(5) The di.rector may reduce or eliminate the
deposj.t requi-rement if the healttr maintenance
oroanization dePosits vith the state treasurer.
i.nsrlrance commissioner- insurance director- insufance
superintendent- or eouivalent official of ttre state or
iu;isdiction of domicile for the protection of aII
srrbscribers and enrollees of such health maintgnance
oroanization- wherever located. cash, acceotable
secrlrities. or suretv and delivers to the director a
certificate to such effect' duly authenticated bv the
appropriate official holdinq the deDosit-

Sec. 49. Everv health maintenance

settlement of such claims. Such liabilities shalL be
computed in accordance with rules and reculations
adopted and Promuloated by the director uDon reasonable
coniideration of the ascertained exoerience and
character of the health maintenance orqanization-

Sec. 50- Everv contract between a health
maintenance oroanization and a oarticipatino provider
shall be in writino and shall provide that- if the
health maintenance oroanization fails to pav for health
care services as set forth in the contract- the
subscriber or enrollee will not be liable to the

orqani zation.
Sec. 51. An aoreement to Drovide trealth care

servi.ces between a orovider and a healttr maintenance

notice of termination.
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Sec. 52. The di.rector shall require that each

(1) fnsurance to cover the expenses to be paid
for continued benefits after an insolvencv;(2) Provisions in provider contracts thatoblioate the provider to provide services for theduration of. the period after the health mai.ntenance
oroanizationrs insolvencv for which premium pavment hasbeen made and unti I the enrolleesr discharoe frominpatient faci Iities;

(3) Insolvencv reserves:
{4) Acceptable letters of crediti and(5) Any other arranoements to assure that
Sec. 53. (l) If uncovered expenditures exceedten percent of the totat health care expenditures of ahealth maintenance oroanization for the previous

calendar ouarter. the health maintenance orqanizationshall olace an uncovered expenditures insolvency depositof cash or securities that are acceptable to thedirector with the director or hrith anv orcranizati.on ortrustee acceptable to the director throucrh whj.ch acustodial or controlled account is mai.ntained- Suchdeposit shall at aII times have a fair market value inan amount of one hundred tt entv percent of the heal-thmaintenance oroanization I s outstandinq liability foruncovered expenditures for enrollees in this state,incl.udino incurred but not reported claims. The fairmarket value of the deposit shall be calculated as ofthe first dav of the month and maintained for theremainder of the month. I f a health maintenance
oroanizati.on is not otherwise required to file aotrarterlv report- it shalI file a reoort witltinfortv-fi.ve davs of the end of the calendar ouarter wi.thinformati.on suffici.ent to demonstrate compliance withthis section.

(2) The deposit required trnder this section
shaLl be in addition to the deposit required under
section 48 of this act and shall be an admitted asset of
the health maintenance oroanization in the determination
of net worth- AII income from such deposits or trlrst
accounts shalI be assets of the health maintenance
oroanization and may be withdrawn ouarterl,v wj.th the
ea4 _L7_
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approval of the director-
(3L A health maintenance oroanization that has

made a deposit mav hrithdraw that deDosit or any Dart of
the deposi.t if (a) a substitute deposit of cash or
securities of eoual amount and value 1s made- (b) the
fair market value of the deDosit exceeds the amount of
the reoui.red deposit, or (c) the required deposit is
reduced or eliminated- Deoosits. substittttions- or
withdrawals may be made onlv with the prior written
approval of the director-

sec. 54. The deposit reoui'red tlnder section
53 of this act shall be in trust and mav be used onlv by
the director for administrative costs associated with
administerino ttre deoosit and pavment of claims of
enrollees of this state for uncovered exDenditures.
Claims for uncovered expenditures shall be Daid on a pro
rata basis based on assets available to pav such
ultimate liabilitv for incttrred uncovered exoenses'
Partial distribrrtion mav be made pendinq final
distriLrution. Any amount of the deDosit remainilrq shaIl
be pai.d into the Liouidation or recej.vership of the
health maintenance oroanization - The di rector mav
prescribe the time- manner- and form for fililrcr claims
rrnder this section-

Sec. 55. The director mav reqttire a health
maintenance oroanization to file annual' or qtlarterlv. or
more freqtrent, reDorts of uncovered exDenditrlres and
li.ability for uncovered exDel)dittlres. TI)e director mav
require that the reports include an audit opir)iotr.

Sec- 56. (1) If a health mailrtenance
orqanization is determined to be insol'vent alld ordered
Iiguidated by a court of competent iurisdictj.on- uDon
such order- all other carriers which oarticipated in the
enrollment process with the ilrsolvent health mailltel)ance
ortanizati.on at a orottprs last reortlar enroilment period
and which are providino coveraoe for enrollees on the
date of the cotrrt order shal I of f er strcll orottot s
srrbscri.bers of tlre insolvellt healtll mail)tellance
orcanization a thirty-day enrollmellt Deriod commerlcirlcr
on the date of the court order- The srtbscribers
transferrinq from the illsolverlt healtll maitltellalrcP
oroanLzation shall be entitled to coveraoe oll tlle same
terms and at the same rates as thev wotlld have obtained
had thev elected the other carri'er at the last reoular
enrol-Iment period.

(2) If no other carrier had been offered to
some qroups enrolled in the insolvent health mai.rltenance
oroanization or if ttre director determines that the
other health benefit plans l-ack sufficient health care
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area. takino into consideration the heal,th care delivervresources of each health mai.ntenance drqani.zation. Eachhealth maintenance oroanization to which a oroup isallocated shall offer such oroup ttre health mai.ntenanceorcranizationrs existinq coveraqe which is most simiinto each oroupt s coveraoe with the insolvent frealthmaintenance oroanization at rates determined i;accordance with the successor heal-th maintenanceorqanizationrs exj-stino ratino methodoloqy.
L3) The director shall- also altocate equitablythe insolvent heal-th maintenance orqaniiati.onriindividual enrollees who are unable to obtain othercoveraqe amono aIl health maintenance orqanizationswhich operate within anv portion of the insolvent healthmaintenance oroanizationt s service area_ takino i.ntoconsideration the health care deliverv resources of eachsuch health maintenance oroanization - Each healthmaintenance orqani.zation to which individual enrolleesare allocated shall offer such individual enrollees thehealth maintenance oroanizationrs existino coveraoe forindividual or conversion coveraoe as determined bv hi.sor her tvpe of coveraae in the insolvent healthmaintenance orqanization at rates determined inaccordance -wi.th the successor health maintenanceoroanizationts existinc ratino methodoloqv, Successorhealth maintenance oroanizations which do not offerdirect indi.vidual enrollment may aooreoate all of thEallocated individual enrollees into one oroup for ratinqand coveraoe Durposes-
Sec. 57. (1) Anv carrier providincr

replacement coveraoe with respect to croup hosDitalmedical- or srlrqical expense or service benefits ;ithina period of sixtv davs from the date of discontintranceof a orior health maintenance oreanization contract &oolicv providino such hosoital_ medical_ or suroiciiexpense or service benefits shall immediatelv cover allenrollees who were validlv covered trnder the previous
health maintenance oroanizati.on contract or policy itthe date of discontinuance and who would othervise beelioible for coveraoe under the succeedino carrierij
contract- reoardless of anv orovisions of the contract
946 _19_
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relatinq to active emplovment. hospital confinement, or
precnancy- Discontinuance shall mean the termination of
the contract between the qroup contract holder and a
healttr maintenance oroanization due to the insolvencv of
the health maintenance oroanizati.on and shall not mean
the termination of anv aoreement between anv individual
enrollee and the health maintenance orqanization-

(2) Except to the extent benefits for a
condi.tion would have been reduced or excluded under the
orior carrierrs contract or policv- no provision in a
succeedinc carrierrs contract of replacement coveraqe
vrhich would operate to reduce or exclude benefits on the
basis that the condition oivino rise to benefits
preexisted the effective date of the succeedino
carrier's contract shall be applied with respect to
those enrollees validly covered under the prior
carrierr s contract or policy on the date of
di scontinuance -

Sec. 58. (1) No premium rate mav be used
until either a schedule of Dremium rates or methodoloclv
for determinincr premium rates has been filed with and
approved bv the director. A specific schedule of
Dremium rates or a methodolocy for determinino premium
rates shall be established in accordance with actuarial
orincioles for various cateoories of enrollees. The
oremj,um applicable to an enrollee shalI not be
individually determined based on the status of his or
her health- The premium rates shall not be excessive.
inadequate- or unfairlv discriminatorv- A certifi.cation
bv a gualified actuarv or other qualified Derson
acceptable to the director as to the apDroDriateness of
the use of the methodoloov- based on reasonable
assumptions, shalt accompanv the fi.Iinq alonq with
adeouate suDDortino information.

(2) The director shall aporove the schedule of
premium rates or methodoloay for determininq premium
rates if the reotrirements of this section are met. ff
the director disapproves such filinq- he or she shalI
noti.fv the health maintenance oroanization. In the
notice. the director shall sDecifv the reasons for his
or her disaooroval- A hearino shalI be conducted wi.thin
thirtv davs after a reouest in writino bv the person
filino- If the director does not take action on such
sctredule or methodoloov within thirtv davs of the filino
of such schedule or methodoloov- it shall be deemed
aDproved .

Sec. 59. The Insurance Producers Licensino
Act shall app-Iv to health maintenance orqanization
producers except to the extent that the director
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determines that the nature of health maintenance
oroanizations renders aoplication of the act clearlvinaDpropriate -

Sec. 60- (1) An insurer Iicensed in thisstate mav- either directlv or throuah a subsidiary oraffi.Iiate. oroanize and ooerate a health maintenance
orqanization under the [IeaIth l{aintenance Oroanizati-on
Act. Anv tr./o or more such insurers or subsidiaries oraffiliates thereof mav ioi-ntlv oroanize and operate ahealth maintenance oroanization. The business ofinsurance shaLl include the providino of health care bva health maintenance oroanization owned or operated bvan insurer or a subsidiarv thereof.

Sec. 61- (1) The Director of Insurance mavmake an examination of the affairs of anv healthmaintenance oroanization and anv provider with whom suchhealth maintenance orqanization has contracts _

aqreements - or other arranoements as often as isreasonablv necessarv for the protection of the interestsof the people of this state but not less frequentlv thanonce everv four vears. The Director of Health mav makean examination concernino the oualitv assurance Drooramof anv health maintenance orqanization and anv provider
with whom such health maintenance trroanization hascontracts. aqreements, or other arranoements as often asis reasonablv necessarv for the protection of theinterests of the people of this state but not lessfrequently than once every three vears.(2) EveL-], health maintenance orqanization andprovider shall submit its books and records for an
examinatj.on and in everv wav facilitate the completion
of the examination. For the purpose of an examj.nation.
the Director of Insurance and Di.rector of HeaIth mav
administer oaths to and examine the officers and aoents
of the health maintenance oroanization and theprincipals of a provider concernino the business. Anexamination shalI not involve the confidential-
communications between phvsicians and patients-
948 _2L_



(3) The expenses of an examination shall be
assessed ioainst the health maintenance oroanization
beino exami.ned and remitted to the Di'rector of Insurance
or Diretor of Health for whom the examination is beincr
condrcted in the manner provided in sections 44-107 and
44-1O7-03 for domestic insurance comgani'es.

Insurance of Director of HeaIth mav accept the report of
m examination made bv the insurance commissioner-
insurance di rector. insurance superlntendent ' or
equivalent offj.cial or director of health or eouivalent
official of another state.

Sec. 62. If the Director of Insurance finds

denied:
( 1 ) The health maintenance oroanization is

operatinq siq;ificantly in cor)travention of its basic
6iomizationil document or in a manner contrart to that
described in anv other ilrformation srtbmitted under
sectim 26 of this act r,nles= amendments to such
submissions have been filed witl: and aoproved bv the
di rector r

(2) The health mailltelrance oroanization issues
an evi.dence of coveraoe or rtses a schedttle of cltaroes
foi health care services which does noL complv with the
;eouirements of sections 38 to 42 and 58 of this actr

(3) The health mailltenance oroanization does
not Drovi.de or arranoe for basic health care services:

Director of Insurance that:
(a) The health maiutenance oroanization does

not meet the reouirements of strbsection (2) of section
28 of this actr or

unable to fulfill its obliqatiolrs to furl)ish health care

LB 1136 LB 1136

services;

enroll-ees or orosoective enrollees;

worth beino impaired:
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failed to implement qrievance procedures j.n a reasonable
manner to resolve valid complaints:

(8) The health maintenance orqanizatj.on or anyperson on its behalf has advertised or merchandised itsservices in an untrue. misrepresentative_ misleadino.
deceptive. or unfair manner:(9) The continued operation of the healthmaintenance oroanization would be hazardous to itsenrollees; or

(1O) The he?lth maintenance oroanization hasotherwise failed substantiallv to complv with the act.
Sec. 63_ (1) Whenever the director finds thatthe net worth maintained bv anv health maintenance

oroanization is less than the minimum net vrorth requiredto be maintained by section rt7 of this act. he or sheshall oive written notice to the health maintenance
orqanization of the amount of the deficiencv and reouire(a) filino of a olan for correction of the deficiencv
acceptable to the director and Lb) correction of thedeficiency within a reasonable time. not to exceed sixtydays- unless an extension of time. not to exceed sixtvadditional days. is oranted bv the director. Such adeficiency shalI be an imoairment- and failure to

Iiquidation- or conservation.(2) Unless allowed bv the director- no healthmaintenance oroanization or person acti.nq on its behalfmav, directly or indirectly- renew_ issue. or deliver
anv certificate- aoreement- or contract of coveraoe inthis state for whi.ch a premium is charoed or collected
when the health maintenance oroanization writinq suchcoverace is impaired and the impairment is known to thehealth maintenance oroanization or such oerson. Theexistence of an impairment shaII not prevent theissrrance or renewal of a certificate_ aoreement- orcontract when the enroll-ee exercises an oDtion oranted
under the olan to obtain a net/, renewed, or converted
covera(te -

Sec. 64- A certificate of authoritv shall besuspended or revoked- an app.-lication for a certificate
of authoritv denied. or an admini.strative penaltv
imposed pursuant to section 73 of this act onlv aftercompliance with the reouirements of sections 65 to 67 ofthis act.

Sec. 65 - Suspension or revocati.on of acertificate of authority- the deni.al of an appLication
ego _23_



for a certificate. or the imDosition of an
administrative oenaltv shalL be by written order and
shall be sent bv the Director of Insurance to the health
rnaintenance oraanization or aoplicant by certified or
ruistered mail and to the Director of Health' The
written order shall state the orounds. charctes' or
conduct on which the susoension- revocation- denial- or
admini-strati.ve penaltv is based. The health maintenance
orc(anj-zation or apolicant may i.n writinq request a
trearino within thirty davs from the date of maili'no of
the ord"r. If no written .equest i= mad". such order
shall be final- tlpon the exDiration of 'thirtv davs'

Sec- 66- (1) If the health maintenance
oroanizatj.on or apolicant requests a hearino oursuant tQ
sEEtion 6d of thi.i act- the Director of Insurance shall
isiue a written notice of hearino and send it to the
Lrealth maintenance orqanizati.on or applj'cant bV
certifieJ or r"qiste..d mail and to the Director of
Health statino:

(a) A sDecific time for the trearino' whictr may
not be less ahan twentv nor more than thirty davs after
mailini: of ttre notice of hearino: and

(b) A specific pl-ace for the hearino' which
mav be either in Lancaster Colrntv or !n the countv whe!'e
th" health mai.tenane oroanizition's or applicantts
principal place of business is l-ocated'

HeaIth or his or her desionated reoresentative shall be
imttendance and shall participate in the oroceedinos '
The recommendations and findinos of the Director of
Health with respect to matters relatino to the qualitv
of health care services provlded in connection with anv
decision reoardino denial- suspension. or revocation of
a c"rti.fiiite of authoritv shall be "onclusive and
bindino ttpon the Director of Insurance.

(3) After the hearinq or uDon failure of the
heal-th mai.ntenance oroanization to appear at strch
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Sec. 67 (1) when the certificate of
authoritv of a health maintenance oroanization is
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suspended. the health maintenance ordanization shallnqt, .durino the period of such suspension_ enroll anvadditional enrollees other than newborn children uother newly acquired dependents of exj.stino enrolleesand shall not enoaqe in any advertisino or solicitatimwhatsoever.
(2I When the certificate of authority of ahealth maintenance oro"nization is revoked_ suchllealth-maintenance oroanization shall proceed. immediateiyfollowinq the effective date of the order of revocation.to rrind up its affairs and shall conduct no furtherbusiness except as mav be essential to the orderiyconclusion of the affairs of such health maintenanceorqanizatign- It shall enoacre in no further advertisinoor sol-icitation whatsoever. The director mav. bv

Uf:i:Lten order- permit such further operation of thEhealth maintenance oroanization as he or she finds to bein the best interest of enrollees to the end tlatenrollees wiII be afforded the oreatest practical
opportunity to obtain continuinq health care coveraqe.

Sec.68. Whenever the director determi.nesthat the financiaL condition of anv health maintenanceorqanization is such that its continued operation miohtbe trazardous to its enrollees or creditors or iheqeneral public or that it has violated the HealthMaintenance Oroanization Act_ he or she mav. afternotice and hearino. order the health maintenanceoroanizatlon to take such action as mav be i-easonablvnecessarv to recti fy such condition or violation -includinq. but not Iimited to_ the followino:(1,| Reduce the total amount of present andootential Ii.abiIi.tv for benefits bv reiniurance manother method acceptable to the director.,
C2l Reduce the volume of new business beinoaccepted ;
(3) Reduce expenses bv specified methods:(4) Suspend or li.mit the writinq of newbusiness for a period of time;
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(6'l Take such other steps as the director
deems approoriate under the circumstances_

The violation bv a health maintenance
orqani.zation of anv law of this state to whictr suchhealth maintenance orqanizatlon is subject shaLl bedeemed a violation of the act-

Sec. 69. The director may set uniformstandards and criteria for earlv r.rarnina that thecontinued operation of any health maintenance
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oroanization mioht be hazardous to its enrollees or
creditors or the qeneral DubIlc and standards for
evaluatino the financial condition of anv health
maintenance oroanization. which standards shaII be
mnsistent with the purDoses expressed j'n section 68 of
this act- The remedies and measttres available to the
dlrector under such section shall be in addition to- and
not in lieu of, the remedies and measures available to
the director under the Nebraska Insurers Supervision'
Rehabi.titation- and Liquidation Act-

Sec. 70. (1) Anv suDervision- rehabilitati'on'
Iiquidation- or conservation of a health maintenance
oroanization shal] be deemed to be the suoervision-
retrabi litation - Iiquidation - or conservation of an
insurance companv and shall be conducted pursuant to thq
Nebraska Insurers Suoervision- Rehabilitation- and
LiEuidation Act. The director mav applv for an order
directino him or her to rehabilitate. Iiquidate' or
conserve a health maintenance orqanizatiolr tlpon anv one
o morJorounds set out 1n sections 44-4812 and 44-4817
or wtren ln his or her opinion the continrred operation of
the health maintenance oroani'zation would be hazardous
either to the enrollees or to tl)e people of this state'
Emollees shall have the same prioritv in the event of
iiouidation or rehabilitation as the l-aw provides to
policvtrolders of an insrtrer.

(2) For nurposes of determi.ninq the prioritv
of di-stribution of creneral assets- claims of elrrollees
and enrolleesr beneficiaries shaIl have the same
priority as established bv subdivision (3) of section
a4-4842 for policvholders and beneficiaries of insureds
of insurance companies. If an enro}lee is liable to anv
provider for services provided oursuant to and covered
ilv tire health ca.re plan. that liabilitv shall have the
status of an enrollee claim for distribtttion of oeneral
assets. Any provider who is obLi(ated by statnte -or
acrrleement to hold enrotlees llarmless from Iiability for
reiJices provided ptrrsrrant to and covered bv a health
are plan shall have ttre same orioritv of distribtrtion
of tlie-qeneral assets as established bv srrbdivision (4)
of section 44-4842.

sec- 7l- The director shall adopt and
promuloate rules and reoulations to carrv otlt the Health
Maintenance Orqanization Act.

sec. 72. Everv health maintenance
oroanization subiect to the HeaIth Maintenance
orqanization Act shall Day to the dj"rector the follovrino
fees:

(1 ) For filinq an aDDlication for a
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Sec. 74 If the Director of Insurance or the

gertificate of authority or amendment thereto. threehundred doLlars;
( 2 ) Eor fi linq an amendment to theqrcranizational documents that reqrrires approval. ttrentl,dol I ars ,.

(3) Eor filino each annual report_ two hundreddollars: and
(4) Eor renewi-no a certificate of authority,one hundred dollars-
Eees charoed under this section shall bedi.stributed one-half to the Director of IniuianEE-a-iEone-half to the Department of Health. AII fees oircth-Eiassessments transmitted to the Department of Healthpursuant to the act shal-l be remitted to the statetreasury for credit to the Department of Health_Healthqare Eacilitv Eund- which fund is herebv crjated andfrom which shall be aoprooriated such amounts as areavailable therefrom and considered incident to ttreadministration of the act. Anv money in tht fundavailable for investment shall be invested by [hE-itat-6

investment officer oursuant to sections 72-1237 to72-t276.
Sec. 73 - The director mav. in lieu ofSusoension or revocati.on of a certifj-cate of authoritv-Ievy an administrative penaltv in an amount not lessthan five hundred dollars nor more than ten thousaml

dollars if reasonable notice in writino is civen o?-thEintent to levv the penaltv and the health maintenarreoroanization has a reasonable time within which toremedv the defect in its ooerations which qave rise to-the penalty citation. The director mav auqment apenal-ty bv an amount equal to the sum flrat -he o;--=h;ca.lculates to be the damaoes strffered bv enrollees mother members of the oublic.
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qoverned bv anv formal procedural requirements and may
be conducted in such manner as the Director of fnsurance
or Director of HeaLth deems approDriate under the
circumstances. Unless consented to by the health
mintenance oroanlzation. no rule or order mav result
from a conference until the reouirements of this section
are satisfied.

Sec. 75. The director mav issue an order
directincr a health maintenance oroanization or a
representative of a health maintenance orqanization to
ceise and desist from enoaoino i.n anv action or oractice
in vlolati04 of the IIeaIth Yaintenance Oroanizati.on Act'
glithi.n ten davs after seivice of the cease and desist
order. the respondent mav request a hearino on the
question of whether actions or oractices in violation of
fhe act have occrtrred, Such hearinos shall be conducted
as provided by the Administrative Procedure Act' The
respmdent may ipoeal the decision of the director, and
ttre appeal shall be in accordance with the
Admini-strative Procedure Act. If the director elects
not to i.ssue a cease and desist order or in the event of
noncomoliance with a cease and desist order' the
Jirlector mav institute a oroceedino to obtain iniunctive
m otlrer appropriate relief in the di'strict court of
Lancaster county-

Sec- 76- If a health maintenance oroanization
fails to comply wj.th the net worth reouirement of
section 47 of thi-s act. the director mav take
apprcpriate action to assrtre ttrat the continued
opEration of the health maintenance orcranization wi'II
not be hazardous to its enrollees.

Sec. 77. Except as otherwise orovided in
dh-nf6'- 4a 

^r

r1,lh^r'i zad
Sec - 7A Solicitation of enroll-ees bv a

health maintenance oroanization oranted a certificate of
authoritv or its representatives shall not be construed
to violate anv orovision of Iaw relatino to solicitati'on
or advertisinq bv health orofessionals-

Sec. 79. Anv health maintenance oroanization
author.ized under the Health Mai.ntenance Oroanizati'on Act
shall not be deemed to be practicino medicine and shall
be exempt from sections 71-1.102 to 71-1.107.14 relatino
to the practice of medici.ne-
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Sec. al- Any data or information pertaininc,to the diaonosis. treatment_ or health of any- eniollEEor apolicant obtained from such person or from:rry-provilder bv anv health maintenance oroanization shaII EEheld i.n confidence and shall not be disclosEd lo--liiperson exceot (1) to the extent that it may be necessaryto carry out the ourposes of the Health MaintenaniEOroanization Act_ (2) uoon the express consent of theenrollee or applicant- (3) pursuant to statute ororrt-order for the oroductj.on of evidence or the discorrerl,
lLereof- or (4) in the event of a claim or litioatioibetween such oerson and the health maintemreoroanization in which strch data or information isoerti.nent. A health maintenance oroani-zation shall beentitled to claim anv statutorv orivileoes aoainsi suchdisclosure which the provider who furni;hed srrchinformation to the health maintenance orqanizatim isentitled to cIaim.

Sec- 82- A person who- in oood faith andwithout malice- takes anv action or makes any decisimor recommendation as a member_ aoent, or emplovee of aheaLth care review commlttee or who furniiiryrurecords. information. or assistance to such a committ;shall. not be subiect to liabilitv for civil damacmanv lecal action in consequence of such action, norshalI the health maintenance oroanization whichestablished such committee or the offj-cers. dirertusemolovees- or aoents of such health maintenanEEorqanizatlon be liable for the activities of anv srchperson. This section shall not be construed to relieveanv person of liabilj.ty arisina from treatment of apatient.
Sec. 83. (1) The information considered bv ahealth care review committee and the records oi tltEiractions and proceedincrs shaLl be confidential anarrotsubiect to subooena or order to produce except inoroceedinos before the aooropriate state licensino orqgrtifvino aoencv or in an appeal from the committeersfindincrs or recommendations- No member of a health carereview committee. no officer. director, or other memberof a health maintenance oroanization or its staffenoaqed in assisti.no such conmittee. and no person
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assistino or furnishinq information to such committee
mv be subpoenaed to testifv in any iudicial or
oulsi-iudicial- proceedino if such subooena is based
solely on such activities.

(2) Information considered bv a health care
review committee and the records of lts actions and
reeedinos which are used plrrstrant to subsection (1) of
this section bv a state Iicensino or certifyino aoencv
or in an appeal shall be kept confldential and shall be
subjmt to the same orovisions concernino discovery and
usE-in Ieoal actions as the orioinal information and
records in the oossession and control of a health care
review committee.

sec- 84. To fulfill its oualitv assurance
oblioations. a health maintenance orqanization shaII
harre access to treatment records and other information
pertaininq to the diaonosis. treatment. or health status
of any enrollee.

Sec. 45. The Director of Health- in carrvino
out his or her obliqations tllrder the HeaIth Maintenance
Oroanization Act- may contract with oualified oersons to
mke iecommendations con"ernin. the detetmin"tions
required to be made bv hj-m or her- such recommendatj'ons
iGi be arepied in full or in oart bv the Director of
IIealth.

Sec- 86. No person mav (1) make a tender for
or a request or invitation for tenders of- (2) enter
into an aoreement to exchalloe secttrities for. or (3)
rcquirJln th" open market or otherwj.se a"v votito
ieJurity of a health maintelrance oroanization or enter
j.nto any other aoreement if. after the colrsttmmation
thereot- that oerson would- directlv or indirectlv or bv
lonrrersim or bv exercise of any rioht to acottlre' be in
control oi the health maintetrance oroanization- and no
Derson mav enter into an aqreement to meroe or
Emsolidatl with or otherwlse to acortire control of a
health maintettaltce orqanizatioll rttrless - at the time atrv
of f* reouest - or itrvi tati-on i s made or anv aol'eement
is entered into or prior to the acquisition of the
secuities if no offer or aoree*ent is involved- tl'e
per.m iras filed with the director and has sent to the
Eealth maintenance oroanization informatioll reouired bv
rctim 44-2105 and the off.r. reotrest. invitation'
aoreement. or acouisition has been approved bv the
d1rrctor. Approval bv the director shall be ooverne9 bv
sections 44-21O1 to 44-2119-

Sec. 87. A health maintenance oroanization
mav, but shall not be reqtlired to. adopt

ordinatlon-of-benefits provisions to avoid
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overinsurance and to provide for the orderlL Davment ofclaims when a person is covered bv two or more orouDhealth insurance or health care plans. If a healthmaintenance oroani.zation adopts coordination-of-benefitsprovisions- the provisions shaIl be consistent with thecoordination-of-benefits provisions that are in oeneraluse in the state for coordinatino coveraqe between twoor more oroup health insurance or heal-th care plans- Tothe extent necessary for health maintenanceorqanizati-ons to meet their oblicrations as secondarvcarriers under the rules for coordination. healthmaintenance oroanizations shaLl make pavments forservices that are received from nonparticipatinooroviders. orovided outside their service areas, or notcovered under the terms of thei.r aroup contracts orevidence of coveraqe,
Sec. 8a. Sections 44-1522 to 44-1535 shallapplv to health maintenance orcranizations except to theextent that the director determines the natlrre of healthmaintenance oroanizations renders application of srrchsections clearlv inappropriate.
Sec. 89. Any health maintenance oraanizationsubiect to the Health Maintenance Oroanization Act shallalso be subiect to (1) the premium taxation provisions

of Chapter 77- article 9. to the extent that the di.rectwritino premiums are not otherwise subiect to taxationunder such article and (2) the retaliatorv taxationorovi.sions of section 44-150-
Sec. 90- That section 44-3,132, ReissueRevised Statutes of Nebraska, 1943, be amended to readas follows:
44-3,L32. For purposes of this section andsection 44-3,L33, unless the context otherwise requires:(1) Eraudufent instrrance act shall mean an actcommitted by any person who knowingly and with intent todefraud presents, causes to be presented, or prepares

with knouledge or belief that it wiII be presented to orby an insrlrer any ldritten statement as part or insrrpport of an application for the issuance of or therating of an insrlrance policy for commercial insrrranceor a claim for payment or otlter benefit pursuaDt to aninsurance policy for commercial or personal insurancewhich he or she knovrs to contain materially falseinformation concerning any fact material thereto or toconceal, for the purpose of mi.sIeadj.ng, informationconcerning any fact material thereto; and
(21 Insurer shalI mean any insurance company,health maintenance organization- as defined in seltion44-32987 adjuster, agent, or broker.
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Sec. 91. For PurPoses of Chaoter 44;
insurance shall, not include a service contract. Eor
ourposes of this section. service contract shall mean
(1) a motor vehicle service contract as defined in
section 93 of this act or (2) a contract or aoreement,
whether deslcrnated as a service contract, maintenance

or replacement of anv or aII of the comDonents- parts-
or svstems of anv covered residential dwellino or
consumer product when suctr service- reDair' or
reIacement is necessitated bv wear and tear - bv
inherent clefect. o
detect the Iikelihood of failure.

sec- 92- Sections 92 to 98 of this act shall
be known and mav be cited as the Motor Vehicle Service
Contract Reimbursement Insufance Act'

Sec. 93. For DurDoses of the Motor Vehicle
Service Contract Reimbursement Insurance Act:

(1) Director shall mean the Director of
Insurance: (2) Mechanical breakdown insttrance shaII mean
a policv. contract. or aoreement that undertakes to
perform or provide repair or reDlacement service- or
i.ndemnification for such service. for the operational or
itnrctural failure of a motor vehicle due to defect in
rnaterials or workmanship or normal wear and tear and
thal is issued bv an insurance comDanv authorized to do
business in this stater

(3) Motor vetricle shall mean anv motor vehicle
as defined in section 6O-3O1:

(4) Motor vehicle service contract shaII mean
a contract or aoreement qiven for consideration over and
above the lease or ourchase orice of a motor vehicle
thit undertakes to perform or provide repair or
.epl*ement service- or i'ndemni.fication for such
rer-vice. for the operational or structrtral failure of a
rctor vehicle due to defect in materials or workmanship
or noimal wear and tear but shall not include mechanical
breakdown insurance;

(5) Motor vehicle service contract Drovider

or offers to sell a motor vehicle service contract-
&iept that motor vehicle service contract provider
shalL not include an insurer as defined in section
44-103;

(6) Motor vehicle service contract
reimbursement insurance policy shall mean a policv of
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insurance provj-dinq coveraoe for aII oblioations andIiabilities i.ncurred bv a motor vehicle service iontractr:rovider under the terms of motor vehicfe servicecontracts issued by the providerr and
(7) Service contract holder shalI mean aDerson who purchases a motor vehicle service contract-Sec. 94- No motor vehicle servlce contractshall be issued. sold- or offered for sale in thii stateunless:
( 1'l The motor vehi-cle service contractorovider is insured under a motor vehlcle serviceqontract reimbursement insurance policv issued bv aninsurer authori.zed to do business in this state:(2) True and correct copies of the motorvehi.cle service contract and the motor vehicle rervicecgntract reimbursement insurance policv have been filedvi.th the director:
(3) The contract conspicuouslv states that theoblioations of the motor vehicle service contrxtDrovider to the service contract holder are coveredqnder the motor vehicle service contract reimbursemrntinsurance policv; and(4) The contract conspicuouslv states the nameand address of the issuer of the motor vehicle servicecontract reimbursement insurance policv.
Sec. 95. No motor vehicl-e service contractreimbursement insurance oolicy shaII be issued. soid.uoffered for sale in this state unless the poliw

conspicuotrslv states tlrat the issuer of the pol.icy wilIpav on behalf of the motor vehicle service contractDrovider aIl sums rrhich the provider is leqallvob-I-icated to pav in the performance of its contractualoblioations under the motor vehicle service contiartsissued or sold by the provider.
Sec. 96. The director mav issue an order audnotice of hearino instructinq a motor vehicle servicecontract provider to cease and desist from sellincr orofferino for sale motor vehicle service contracts if tiredirector determines that the provider has faileel tocomolv with the Motor VLhi -Ie Suvire--tmt.rrct

Reimbrrrsement Insurance Act- Upon the failure oi imotor vehicle service contract Drovider to obev a ceaseand desist order issued bv the director. the directormav oive notice in writino of the failure to theAttornev General irho mav commence an action aoainst theprovider to enioin the orovider from sellinct or offerincrfor sale motor vehicle service contracts until theprovider complies with the act. The district court mayissue t.he iniunction.
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Sec. 97. The director mav adoot and
oromuloate rules and reoulations to carry out the Motor
Vehicle Service Contract Reimbursement Insurance Act and
to establish mi-nimum standards for disclosure of the
coveraqe li.mitations and exclusions of motor vehicle
service contracts,

Sec. 98. The Motor Vehicle Service Contract
Reimbursement Insttrance Act shall not apply to motor
vehicle service contracts ( 1 ) ( a) issued bv a motor
vehi"cle manufacturer or importer for the motor vehicles
manufactured or imported bv that manufacturer or
importer and (b) sold by a franchised motor vehicle
dealer licenseq pursuant to Chapter 60. article 14. or
(2'l issued and sold directly by a motor vehicle
manufacturer or importer li.censed pursuant to ChaDter
60- article 14. for the motor vehicles manufactured or
imported by that manufacturer or importer.

Sec. 99. That section 44-2402, Revised
Statutes Supplement, 19a9, be amelrded to read as
foI lows:

44-2402. The Nebraska Property and Liability
Insurance GuaraDty Association Act shall apply to aII
kinds of direct insttrance except ocean marilre--,!!lEgE
vehicle service contract reimbtlrsement- atrd those lines
of j-nsurance specified in subdivisions (1) throtrgh 14),
(13) through (171, (19), and (20) of section 44-2Ol-

Sec. lOO - That section 44-4103, Revised
Statutes Supplement, 1949, be amended to r-ead as
fo I Iows :

44-4103. Insltrer shaII mean any iltsurance
company as defined by in sectioll 44-1,03, fraternal
benefit society as descrj.bed irl section 44-1072, prepaid
dental service plan as defilled in section 44-3802, oY
health maintenance organizatioll as defined by i! section
44-3?98; 14 of this act authorized to transact health
insurance business i.n the State of Nebraska.

Sec. 1O1, Ally data or illformatioll pertair)ino
to the diaonosis. treatment. or health of allv illstlred or
aDplicant obtailred from stlcll persoll or from any Drovider
by anv preferred orovider oroanization shall be held in
confidence and shall not be disclosed to anv person
exceDt (1) upon the express cotlselrt of tlle insttred or
applicant. (2) purstraltt to statute or cotlrt order for
the productj.on of evidence or the discoverv thereof- or
(3) in the event of a claim or Iitioation between srtch
person and the preferred Drovlder orclanization in which
iuch data or information is pertinent. A preferred
provider orqanization shall be entitled to claim any
itatutorv orivileoes aoainst sttch disclosure whlch the
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provider who furnished such informatlon to the preferredprovider oraanization is entitled to claim.
Sec. 7O2- A person who. in oood faith and

withorrt malice. takes any action or makes any decisi.onor recommendation as a member. aoent. or emolovee of ahealth care review commi.ttee or who furnishes anvrecords- information. or assiStance to such a committee
shall not be subiect to liabilitv for civil damaoes oranv leoal actj-on in consequence of such action. norshall the preferred provider oroanization whichestablished the committee or the officers. directors_
emolovees - or aoents of the oreferred orovideroroanization be Iiable for the activities of anv suchperson. This section shall not be construed to reli.eveanv person of liability arisinq from treatment of apatient.

Sec- 103. Ll) The information considered bv ahealth care review committee and the records of th;iractions and groceedi.lt(Is shall be confidential and notsubiect to srrbpoena or order to produce except inproceedinos before the appropriate state licensino orcertifvincr aoencv or in an aDpeal from the committeers
findi-nqs or recommendations- No member of a health carereviev, committee. no officer. director. or other memberof a pJ:eferred provider orcranization or its staffenoaoed in assisti.nq srrch committee. and no person
assistinc or furnishino information to srrch committeemav be subpoeuaed to testifv in anv iudicial orquasi-iudicial proceedino if such srrbpoena is basedsolelv on such act'i vi ti es
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L2) Information considered bv a health carereview committee and the records of its actions andproceedincrs rdhiclr are used pursuant to subsection L1) ofthis secti.on bv a state licensina or certifvino aqencvor in an appeal shall be kept confidential and shall besrrbject to the same provisions concernino discovery andttse in leoal actions as the oriqinal information andrecords in the possession and control of a healHr carereview committee-
Sec - 104 - That section 44-4ZLO
Supplement, 1949, be amended to

44-4210 - Insurer shall mean any insurancecompany as defined by in section 44-103 or healthmaintenance organj.zation as defj.ned by in section44-3?98 14 of this act authorized to trmsact healthinsurance business in the State of Nebraska.
Sec- 1O5- That section 44-4220, Revised

Statutes Supplement, 1989, be amended to read as
1OO2 _35_
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f,oIIows:
44-4220. The board shall have the general

powers and authority granted under the Iaws of this
itate to insurance companie* licensed to transact the
business of health insurance and, in addition thereto,
the power to carry out the provisions and purposes of
the Comprehensive Health Insurance Pool Act, includj.ng
the specific authorj-ty to:

(1)(a) Enter into contracts as are necessary
or proper, including the authority, with the approval of
the director, to enter into contracts !,rith similar pools
from other states for the joint performance of common
administrative functions or with persons or other
organizations for the performance of administrative
functi.ons,'and

(b) Enter into contracts, wi.th the approval of
the director, with any physician. hospital, or other
person Iicensed or otherwise authorized in this state to
furnish health care services f6tr arranqiaq a heal€h eare
plan as defined in geetien 44-3296 6r for partici.pating
in an insurance arrangement as defined in section
44-4rO4;

(2) Sue or be sued, includj'ng takj.ng any legal
actions necessary or proper for recovery of any
assessments for, on behalf of, or against pool members;

(3) Take such lega)- action as necessary to
avoid the improper issuance of coverage provided by or
through the pool;

(4) Establi.sh aPproprj.ate rates and rate
schedules, expense allowances, agentsr solicitation and
referral fees, claim reserves and formulas, and any
other actuarial functions appropriate to the operation
of the pool;

(5) Assess members of the pool at the end of
each calendar year and make advance interim assessments
as may be reasonable and necessary to Provide for Iosses
resulting from claims incurred under the act and for
adminj.strative, organizational, and interim operating
expenses to asstlre the financial stability of the pooI.
Any such interim assessments shall be credited as
offsets against any regular assessments due followi.ng
the close of the calendar year- Assessments shall be
due and payable within thirty days of receipt of the
assessment notice,'

(6) Issue policies of insurance i.n accordance
with the requirements of the plan of operation and the
act and. with the approval of the director, refuse to
renew all policy forms for a class of contract and offer
a conversion pri.vilege to any person insured by the
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pool;
(7) Appoint from among members appropriatelegal, actuarial, and other committees as necessary toprovide technical assistance in the operation oi thepool, policy and other contract design, ind any otherfunctj.on withj-n the authority of the pool;
(8) Borrow money to effectuate the purposes ofthe act. Any notes or other evidence of i.ndebtedness ofthe pool not in default shall be legal i.nvestment forj-nsurers and may be carried as admitted assets; and(9) Enter into reinsurance aqreements andestablish ru}es, conditions, and procedures forreinsuring rj-sks under the act.
Sec. 106. That section 44-4?22, RevisedStatutes Supplement, 1989, be amended to read asfoI lows :
44-4222. (1) A person shall not be eligiblefor initial or continued coverage under the pool if:(a) He or she is etigible for medicarebenefits or medical assistance estabtished pursuant tosections 6a-1O18 to 68-1025 or is a resident or inmateof a correctional facil-ity,-
(b) He or she has terminated coverage in thepool unless twelve months have elapsed since strchtermi.nation- except that this subdivision shaII notqpplv if such person has received and,become inelioiLG

f9r medical assistance pursuant to sections 6g-ld1g to68-1O25 durino the immediatelv precedino twelve months,.(c) The pool has paid out five hundredthousand dollars in claims for the personi or(d) He or she is no longer a resident ofNebraska.
l2') Coverage under the Comprehensive HealthInsurance PooI Act shall terminate for any person on thedate the person becomes ineligible under iubsection (1)of this section.
Sec. lO7. That section 4q-4227, RevisedStatutes Strpplement, 19a9, be amended to read as

fo I lows :
44-4227. Premium rates charged for pool

coverage may not be unreasonable in relation to thebenefits provided, the risk experience, and thereasonable expenses of providing the coverage. RatesshalI directly relate to the coverage provided, riskexperience, and expenses of providj-ng the coverage.Rates and rate schedules may be adjusted for appropriaterisk factors such as age, sex. and area variation inclaim costs in accordance with established actuarial andunderwriting practices.
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The pool shall determine the standard risk
rate by calculating the average individual rate charged
by the iive insurers writing the largest amount of
i;dlvidual health insurance coverage in the state
actuarially adjusted to be comparable with the pool
coverage. In the event five insurers do not offer
comparable coverage, the standard ri.sk rate shaIl" be
established using reasonable actuarj'aI'techniques and
strall reflect anticipated risk experj.ence and expenses
for such coverage. The initial annual premi.um rate
established for pool coverage shall not be more than one
hundred thirty-five Percent of rates established as
applj.cable for indlvidual standard risks. and subseouent
airiual pool rates shall not be less than one hundred
twmtv-flve oercent of the aopli-cable standard risk
rate.- Commencincl with calendar vear 1990- the board
shall not adjust or increase pool rates more than one
time durino any calendar vear. In no event shall pool
rates exceed olre llundred sixty-five fifty-five percent
of rates applicable to individual standard risks' AIl
rates and rate schedules shall be submitted to the
director for approval. The director shall hold a public
hearino pursuant to the Administrative Procedtrre Act
pr-ioi to ipprovlno an adirrstment to or increase in pool
rate s -

Sec. 108 - That section 44-422A, Revised
Statutes Supplement, 1989, be amended to r-ead as
foI Iows :

44-422A. Pool coverage shal1 exclttde charges
or expenses incurred dtlrj'ng the first six months
following the effective date of coverage as to any
condition (1) wl:ich had mani.fested j.tself dltring the
sj-x-month perj.od immediately preceding the effecti"ve
date of coverage in srtch a mallller as would caltse an
ordinarily prudent person to seek diagnosis, care, or
treatment or (2) for which medical advice, care, or
treatment was recommertded or received dtlring the
six-moDth period imrnediately preceding the effective
date of coveracle- This section shall trot applv to a
persolr who has received medical assistance prtrsrtatrt to
sections 68-1O18 to 68-1025 dlrrino the six-rnolrth period
immediatel.v precedino the effective date of coveraoe'

Sec. 109. That section 44-4230 , Rei ssue
Revised Statutes of Nebraska, 1943, be amended to read
as follows:

44-4230, The pool shall have a cattse of
actj-on against a person insrtred bY the pool for the
recovery of the amount of beuefits paid which are not
for covered expenses- Benefits due from the pool may be
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reduced or refused as a setoff against any amount
recoverable under this section. The pool shall have a
rioht of subrooation to any pavments made to a person
insured bv the pool by another Derson or his or herinsurer on accorrnt of an j-njurv caused bv such otherpersonrs wronoful act or necllioence.

Sec . 1 10 . That section 44-47 26 , Revi sedStatutes Supplement, 1989, be amended to read as
follows:

44-4726. The same taxes provided for in
sHbsee€ion (3) 6f section 44-3279 89 of this act shallbe imposed upon each prepaid Iimited health serviceorganization. and such organizatj.ons al,so shaIl. beentitled to the same tax deductions, reductions,
abatements, and credits that health maintenance
organizations are entitled to receive.

Sec. 111. That section 44-4AO2, RevisedStatutes Supplement, 19a9, be amended to read asfoI lows :
44-4802. The proceedj.ngs authorized by the

Nebraska Insurers Supervision, Rehabilitation, andLiquidation Act may be applied to:
(1) Aff insurers who are doing or have done aninsurance business in this state and against whom claimsarising from that business may exist now or in thefuture,.
(2) AII insurers who purport to do aninsurance business in this state,-
(3) All- insurers who have insureds who areresidents of this statei
(4) All other persons organized or in theprocess of organizing with the intent to do an insurancebusiness in this state;
(5) AlL nonprofit service plans and allfraternal benefit societies and beneficial societiessubject to Chapter 44, article L0;
(6) AII title insurat)ce companies subject toChapter 44, article 19;
(71 AII health maintenance organizations

subject to the Uodel ltealth Maintenance Organization
Act;

(8) Al-f Iegal service insurance cot-porati.onssubject to Chapter 44, article 33;
(9) A++ serviee eonpanies subjeet to ehapter447 artieile 357
(91 (+e) AII prepaid dental servicecorporations subject to Chapter 44, article 38,- and(10) (+*) AII prepaid limited health service

organizations subject to the prepaid Limited Health
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Service Orgmization Act.
sec. ll2- Sections 112 to 121 of this act

shall be known and may be cited as the tlanaoino General
Aaents Act.

Sec. 113. For purDoses of the l4anaoino
General Aqents Act:

(1) Actuarv shall mean a person who is a
member in cood standino of the American Academy of
Actuaries:

(2) Director strall mean the Director of

aoent. manaoer- or other similar term- h,ho, with or
wi.thout the authoritv. either seDaratelv or tooether
with affiliates. produces- directlv or indirectlv. and
underwri-tes in anv one ouarter or vear an amount of
oross direct vritten premium eoual to or more than five
percent of the policvholder surDlus as reDorted in the
Iast annual statement of the insurer and who (a) adiusts
or pays claims in excess of an amount determined bv the
director or (b) neootiates reinsurance on behalf of the
insurer. Dlanaoino oeneral aoent shall not include an
attornev in fact for a reciprocal or interinsurance
exchanae. an empldvee of the insurer- a United States
manaoer of the United States branch of an alien insurer.
or an undervritino manacer who- Pursuant to contract'
manaoes aII the insurance ooerations of the insurer. is
under common control uith the insurer- and is subiect to
sections 44-2101 to 44-2119 and whose comDensation i.s
not based on the volume of Dremiums written: and

(5) Underwrite shalI mean the authoritv to
accept or reiect risk on behalf of the insurer'

Sec- 114. No oerson- firm- association- or
corporation shall act in ttre capacitv of a manaoinq
qeneral aoent with respect to risks located in thls
;tate for an insurer licensed in this state unLess such
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Iocated outside this state unless such Derson. firm.association, or corporation is Iicensed in accordance
with such act. The director mav require a bond in anamount acceptable to him or her for the protection ofthe insurer- The director mav require a manaoinooeneral aqent to maintain an errors and omissionspolicv.

Sec. 115. No person, flrm_ association. orcorporation actino in the capacj.ty of a manaoino qeneral
acrent shall olace business with an insurer unless thereis in force a written contract between the parties which
EqEs forth the resoonsibilities of each partv and. ifboth parties share responsibilitv for a particular
function. specifies the dj.vision of suchresponsibilities and which contains the fotlowinq
minimum provisions:

(1) The insurer may terminate the contract forcause upon written notj.ce to the manaoinq oeneral aoent.The insurer mav suspend the rrnderwritj.nq authoritv ofthe manaqino oeneral aoent durinq the pendencv oi anvdispute reoardino the cause for termination;
(2) The manaoi.no oeneral aoent wiLl renderaccounts to the insurer detaiLinq aIl transactions andremit all funds due under the contract to the insurer onnot less than a monthlv basis:
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exDenses:

(6) Appropriate underuritino ouidelines_inc ludincr:
(a) The maxirnum annual oremium volume:(b) The basis of the rates to be charoed:
(c) The types of risks which may be written;
(d) Maximum limits of Iiabilitv:
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(e'l Applicable exclusions;
(f) Territorial limitatlons'
(q) Policv cancellation provisions; and
(h) The maximum policv oeriod. The insurer

shall have the riqht to cancel or nonrenew anv oolicv of
insurance subject to apDlicable insurance .statutes and
reoulations:

( 7 ) Specific orovisions relatincr to
remuneration of the manaoino oeneral aoent bv the
insurer: (8) If the contract permits the manaoino
oeneral a(Ient to settle claims on behalf of the insurer:

(a) AII claims must be reDorted to the insurer
in a timely manner:

(b) A copv of the claim file will be sent to
the insurer at its reguest or as soon as it becomes
knoHn that the claim:

(i) Has the DoteDtial to exceed an amount
determined by the director or exceeds the limit set bv
the instlrer. whichever is less;

(ii) Involves a coveraoe disprtte;
iiii) May exceed the manaoino oeneral aoent's

claims seLElement artthoritv:
(iv) Is open for mor-e than six molrtlls; or
iv) Is closed by payment of an amorrnt set bv

the director or an amotlnt set by the instller. wllichever
is less: (c) Al,I claim files wiLl be the ioil)t propertv
of the insurer and the manaoino creneral aoetlt- Upon an
order of Iiquidation of the ilrsurer. such files shalI
become the sole Dropertv of the insurer or its estate-
md the manaoincr oeneral actellt shall have reasonable
iicess to and the rioht to copv the files on a timeLy
basis; and

(d) Anv settlement authoritv oraDted to the
manaoino oeneral aoent may be terminated for cartse uDon
tlre irrsttrer'' s writterl trotice to th" man"qitrq qeneral
aoent or rtpon the termillati.olr of tlle contract ' The
insurer mav srtspend the settlemelrt atlthoritv dtlli.ncl the
oendency of any displtte recfarditrct the cartse for
terminati on :' ( 9) I f electronic claims fi les are in
existence. the contract mttst address the timelv
transmission of the data; atrd

(1O) If the contract Drovides for a sharino of
interi.m profits bv the manaoino oeneral aoetlt and the
manaoino oeneral aoent has the a\rthoritv to determine
the amount of the interim profits bv establishil)o loss
reserves or controllino clai.m payments or'i.n any other
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manner. interim profj.ts will not be pirld to the manaoino
oeneral aoent until one vear after thev are earned forpropertv insrlrance business and five vears after thev
are earned on casualty business and not until- theprofits have been verified oursuant to section Il7 oithis act.

Sec. 116. The manaoinq oeneral aoent shallnot:
( 1 ) Bi nd reinsrrrance or retrocessions on

behalf of the insurer- except that the manaoino oeneral
aoent may bind facultative reinsurance contractspursuant to oblioatory facultative aqreements i.f thecontract with the insurer contains reinsurance
underwritino ouidelines, includinq. for both reinsurance
assumed and ceded. a list of reinsurers with which suchautomatic aoreements are in effect. the coveraoes andamounts or percentaoes that mav be reinsured. andcommission schedrrles :

(2) Commit the insurer to participate ininsrtrance or reinstrrance svndicates;
( 3 ) Appoint anv aoent or broker withoutassurinq that the aqent or broker is 1awfulIv licensedto transact the tvpe of i.nsurance for which he or she isappointed;
(4) Without prior approval of the insurer. pav

or commit tlte insrlrer to pav a claim over a specifiedamount, net of rei.nsurance. which shall not exceed one
Dercent of the insurerrs Dolicvholderts surplrls as ofDecember 31 of the last-completed calendar vear;(5) Collect anv payment from a reinsurer orcommit the insrrrer to anv claim settlement $rith areinsurer without prior aoproval of the insurer- Ifprior approval is oiven, a report shalL be promptlv
forwarded to the i.nsurer;

d
(7) Jointl-y employ an individual who is

emploved bv the instrrer: or
Lg) Appoint a submanaoinc oeneral aoent-
Sec. 117- l!) The insrrrer shall have on filean independent audit or financial examination in a formacceptable to the director of each manaqin(r qeneral

acent with which i.t has done business-(21 If a manaoino oeneral aoent establishes
Ioss reserves. the insrrrer shalI annuallv obtain theopinj.on of an actuary attestincr to the adequacy of loss
reserves established for Losses incurred and outstandino
on business produced bv the manaoino oeneral aoent. The
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opinion shall be in addition to anv dther required loss
reserve certification-

(3) The insurer shall periodj'callv- at least
semiannually conduct an onsite review of the
underwritino and claims-processino operations of the
managinq oeneral acent.

(4) Bindino authoritv for alL reinsurance
contracts or particj-pation in insurance or reinsurance
svndicates shall rest with an officer of the insurer who

+arminrfinn af
the insurer shaLl provide written notification of such
appointment or termination to the director. Notices of
appointment of a manaaina oeneral aoent shal-1 include a
stltement of dtrties which the applicant is expecLed to
perform on behalf of the insurer. the li.nes of insurance
for which the applicant is to be authori"zed to act, and
rnv athar i

determines that an aoent or broker has become a manaoino
oeneral aqent- the insurer shall promDtly notifv the
aqent or broker and the director of such determination
and the insurer and aqent or broker shall ftlllv comply
rrith the Manaoinq General Aoents Act withi'n thirtv days.

(7) No officer. director- emDlovee. or
controllino shareholder of the insurerr s manaoinq
(Ieneral aoent shall be aDDointed to its board of
directors. This subsection shall not aDDIv to
relationships qoverned bv sections 44-21O1 to 44-2119.

Sec. 118. A manaoind oeneral aoent mav be
examined by the department aS if it were the insurer.

Sec. 119. If the director finds after a
hearina conducted in accordance with the Administrative
Procedure Act that any person has violated anv Drovision
of the Manaqincr General Aoents Act. the director mav
order:

(1) Eor each seoarate violation- a penaltv in
an amount of five thousand dollarsi

(2) Revocation or suspension of the aoentrs or
brokerIs License: md

(3) The manacrinq oeneral aoent to reimburse
the insurer- the rehabititator. or the liouidator of the
insurer for anv Iosses incurred bv the insurer caused bv
a violation of the act committed by the manaqino oeneral
a(rent .

The decision, determination. or order of the
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direct_or mav be appealed. and the appeal shall be inaccordance trlth the Administrative procedure Act- ifrissection shall not affect the rioht of the direcior tollpose anv other pe
The Manaoino General Aoents Act shall not be const:rreclto Iimit or restrict the riotrts of policvholders.
claimants. and auditors.

Sec. L2O . The di.rector shall- adopt andpromulqate reasonable rules and requlations ior thaj.mplementation and adm j.ni strati on of the MmircGeneral Aoents Act.

Sec- 122- A medical benefit contract whichprovides reimbursement for prescription druqs. includinocontracts by health maintenance oroanizations andpreferred provider oroanizations. shalI not requir. ipgrson to obtain orescri.otion druqs from a mail-orderoha-rmacv as a condition to obtainina reimbursement forsuch druqs. This section shall applv to contractsdelivered. issued for deliverL_ or renewed in this stateon or after the operative date of this section.
Sec. 123. That section 60-574. ReissueRevised Statutes of Nebraska, l.943, be amended to readas follows:
60-574. Underinsured motor vehicle shaLl meana motor vehicle with respect to the ownership,operation, maintenance, or use of which there is bodilyinjury liability insurance or a bond applicable at th;time of the accident and the amount of the insurance orbond (1) is less than or the lin+€ fer underinsurednotorist eoverage unCer the insured!a p6+iey or (2) hasbeen reduced by payments to persons, other than aninsured, injured in the accident to Iess than the linitfor uaderinsHred notorist eeyetaEe ttnder: the insuredlspoliey damaqes for bodilv i.niurv. sickness. disease. ordeath srrstained bv the insured.
Sec - L24 - That section 60-578, ReissueRevised Statutes of Nebraska, 1943, be amended to readas follows:
60-578. (1) The maximum liability of theinsurer under the underinsured motorist coveiage shallbe the *esger of:
ta) The differenee be€r,een the I+In+t ofuaderiresured notorist eoyerage and the amount of damaoes

fotbodilv injurv. sickness- disease- or death sustained
bv the insured less the amount paid to the insured by oi
1012 _45_
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for any person or organization which may be held legalJ-y
Ij.able for the bodily injury, si.ckness, disease, or
death. but in 7 er

(b) The anoHnt of danages sustained bHt net
ree evered:

(?) +n no event shalL the maximttm Iiability of
the insurer under such coverage be more than the limits
of the underinsured motorist coverage provided-

Sec. 125. That section 68-1030, Reissue
Revised Statutes of Nebraska, L943, be amended to read
as follows:

68-1030. Under the authority provided in
section 68-1021. the Director of Social Services m4y
enter into contracts on a bid or negoti.ated basis with
vendors to provide goods and services on behalf of
recipients of medi.cal assj.stance as set forth in section
68-1019. Such contracts may provide for the method of
payment, including, but not Iimited to, a negotj'ated
rei.mbursement rate, fee-for-service, capitation,
retainer, prepaid, or other basis. Sucl] contracts may
also be entered into with health maintenance
organizations= eetablished Hnde" seetien 44-3278=

Sec - 126. That secti'on 7!-2069, Revised
Statutes Supplement, 19A9, be amended to read as
follows:

7l-2069- Inslrrer shall mean arly instlrance
company as defined by in section 44-103, fraternal
benefit society as described in sectiolr 44-1072, ot
health maintenance organizati-on as defined bY i-n section
44-gzg87 14 of this act artthorized to transact health
insurance business in the State of Nebraska-

Sec. L27 . The Revisor of Statutes shall
assign sections 1O1 to 1O3 of thls act within sections
44-4101 to 44-4113, and any reference to sncll sections
shall be construed to inclrtde sections 101 to 1O3 of
this act.

Sec- 128. Sections 92 to 9A alrd 112 to 121 of
thi.s act shall become operative ol) Janrlary 1, 1991-
Sections 123, 724, and 129 of this act shall become
operative on Jtrly 1, 1991. The other sectiolls of thj.s
act shall- become oPerative otr thei.r effective date.

Sec. 129- That origj.nal sections 60-574 and
60-578, Rei.ssue Revised Statutes of Nebraska, 1943, are
repealed.

Sec. 130. That original sections 44-3,132'
4+-4230, and 68-1030, Reissue Revised Stattttes of
Nebraska, 1943, and sections 44-2402, 44-4LO3, 44'4210,
4+-4220, 44-4222, 44-4227, 44-422A, 44-4'726, 44-4AO2,
and,7L-2O69, Revised Statutes Supplement, 1989, and also
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sections 44-3201 to 44-3210, 44-3213 to 44-3230,44-3232, 44-3234, 44-3235, 44-3237, 44-323A, 44-3240 to44-3243, 44-3245, 44-3246, 4+-3248 to 44-3254, 44-325Ato 44-3262, 44-3264 to 44-3269, 44-327t to 44-3275,
44-327A to 44-3284, 44-32A6 to 44-3291, and 44-3504 to44-351a, Reissue Revj.sed Statutes of Nebraska. 1943, andsections 44-321)., 44-3231, 44-3233, 44-3236, 44-3239,44-3244, 44-3247 , 44-3263, 44-3270, 44-3276, 44_3277 ,44-32A5, 44-3501 to 44-3503, and 44-35]-9, RevisedStatutes Supplement, 1989, are repealed.
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