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LEGIST,ATIVE BILL 318

Approved by the covernor March 14, 1989

Introduced by Banking, Commerce and Insurance Committee,
Landis, 46, Chairperson; Conway, 17;
Wesely, 26; Abboud, 12; Weihi.ng, 48

AN ACT relating to health care coverage; to provide for
certain coverage benefits after a change in
the employment status or death of a covered
employee; and to require certain coverage
benefits.

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

Section 1. An empl"oyer or employer trust
group policy or contract delivered or issued for
delivery in this state which provi.des coverage to a
group $rhich, based on the number of employees, is not a
group subject to section 162(k) of the Internal Revellue
Code and which provides hospital, srrrgical, or major
medical coverage, or any combi-nation of such coverages,
on an expense-incurred or service basis by an insrrrance
company or health maintenance orgilization for employees
or their families, but not a policy or contract which
provides benefits for specific diseases or for
accidental i.njuries onIy, shall provide that an employee
whose hospital, surgical, or major medical- coverage
under the group policy or colttract worrld otherwise be
terminated because of the invol-untary termination of
employment of srrch employee, for reasons other than
misconduct in connection with employment, shal-I be
entitled to continue strctr coverage subject to the
provisions of the group policy or contract and the
foI lowing condi tj.ons :

(1) Such coverage shall be cor)tinrred on a
monthly reneh,al basis until the earliest of the
following dates:

(a) The date of expiration of a period of six
months following the date the coverage of the terminated
employee uould otherwise be terminated;

(b) The date the terminated employee becomes
eligible for other group hospital, surgical, or medical
coverage, whether insured or self-insrrred, or the date
the terminated employee becomes eligible for medicare,'

(c) The date of expiration of the monthly
period for lrhich premitrms were paid in the event of a
nonpayment of premium,-
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(d) The date the terminated employee exercises
the privilege provided under the group policy or
contract for conversion to an individual or family
policy or contract,' or

(e) The date on which the group insurance
poli"cy or health maintenance organization agreement is
terminated or the date the employer or employer trust
trustee terminates participatj.on under such policy or
ag reemen t ;

(2) The monthly premium rate to be charged for
such coverage shalI not exceed one hundred trro percent
of the total premium which would have been charged for
such coverage had the terminated employee still been a
member of the insured group. Such total premium rate
shall be paid by the terminated employee. The
experience of such coverage shalI be charged to the
group policy or contract which is in force; and

(3) The interruption of employment due to a
labor disprrte shaII not be considered to be an
involutrtary teI'mination of empLoyment.

Sec. 2. Not l-ater than ten days following the
date of termination of employment of the employee, the
empl-oyer shaLl send a notice by certified mail with
retrlrn receipt requested to the terminated employee at
his or her home address as shown on the records of the
employer. Such notice shall set forth (1) the right of
the terminated employee to elect to continue coverage in
accordance with section I of this act and the election
form to be used in exercisir)g such right, (2) the amount
of each monthly premium to be paid by the terminated
employee, and (3) the manner, time, and to whom the
election form shall be completed and returned and each
monthly premirrm shaII be paid-

Sec. 3. If the terminated employee elects to
continue such coverage, the election form and the first
monthly premirrm shall be sent by certi.fied mail with
rettrrrr receipt reqtrested to the insurance company or
health maintenar)ce organization within ter) days after
the date of receipt of the notice. Premitrms for each
srrbseqtrent month shalI be paid by the terminated
employee without further notice to the insurance company
or health maintenance organization.

Sec. 4. An employer or employer trust group
policy ol' contract delivered, issued for delivery, or
renewed in this state which provides coverage to a group
hrhicl), based on the number of employees, is not a group
subject to section 162(k) of the Internal Revenue Code
and whj.ch provides hospital, surgical, or major medical
coverage, or any combinatlon of such coverages, on an
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expense-i.ncurred or service basis by an insurance
company or health maintenance organization for employees
and their dependents, but not including any policy or
contract which provides benefits for specific diseases
or for acci.dental injuries only, shall provide that the
covered surviving spouse or covered surviving dependent
children whose hospital, surgical, or major medi.cal
coverage under the group policy or contract would
otherwise be terminated because of the death of srrch
employee shalI be entitled to continue such coverage
subject to the provisions of the group policy or
contract and the following conditions:

(1) Such coverage shall be continued on a
monthly renewal basis until the earliest of the
following dates:

(a) The date the covered surviving spouse ol.
covered survi.ving dependent children become eligible for
other group hospital, surgical, or major medj.cal
coverage, whether insured or self-instrred, and wi.th
respect to the covered surviving spouse, the date strch
spouse remarries or the date such spouse becomes
eligible for medicare or is covered by medicaid;

(b) The date of expiration of the monthly
peri.od for which premj.ums were paid for the covered
surviving spouse or covered surviving dependel)t children
in the event of nonpayment of premium,.

(c) The date the covered surviving spouse or
covered strrviving dependent children exercise any
privi.)-ege provided under the group policy ot contract
for conversion to an j.ndividual or family policy or
contract i

(d) The date on whj.ch the group insurance
policy or health maj.ntenar)ce organizatj.on agreement is
terminated or the date the employer or employer trust
trustee terminates participation under such policy or
agreement; or

(e) The date of expirati.on of a period of one
year following the date tl)e coverage of the deceased
employee would otherwise terminate; altd

(2) The monthly premitrm rate to be charged for
such coverage shall trot exceed one hundred two perceltt
of the total premium rdhich would have been established
for such coverage for the covered surviving spouse or
covered surviving dependent children had the deceased
employee still been a member of the i.nsured group. Such
total premium rate shalI be paid by the covered
survj.ving spouse or covered survivir)g dependent
children. The experience of such coverage shall be
charged to the group policy or contract which is in
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force.
Sec. 5. Not later than ten workj.ng days

following the date of the death of the employee, the
employer shall send a notice by certified nail with
return receipt requested to the covered surviving spouse
or, if there is no covered surviving spouse, to any
covered survi.ving dependent children of the deceased
employee at his, her, or their home address as shoriln on
the records of the employer- Such notice shal-I set
forth ( 1 ) the right of the covered surviving spouse or
the covered survi.ving dependent children to elect to
continue coverage in accordance with section 4 of this
act and the election form to be used in exercising such
right, (2) the amount of each monthly premittm to be paid
by the covered surviving spouse or covered surviving
dependent children, and (3) the manner, time, and to
whom the compLeted election form shall be returned and
each monthly premium shall be paid-

Sec- 6- If the covered survivil)g spouse or
covered surviving dependent children eLect to continue
such coverage, the election form and the first monthly
premium shall be sent by certified mail lrith return
recei.pt l'equested to the insurance company or health
maintenance organization within thirty-one days after
the date of the death of the employee. Premiums for
each subsequent month shall be paid by the covered
survi.ving spouse or covered surviving dependent children
without further noti.ce.
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