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LEGISLATIVE BILL I39

Approved by the Governor [tarch 2, 1982

Introaluced by S. l,larshr 29

AN AC? relating to insurance; to authorize prepaid tlentalservice corporations; to provide duties; toset stanilartls for prepaid alental service
corporations; to provide defiuitions; and to
proviale for severability.

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

Sectioo 1. This act shall be interlibeEallI to aitl in uaiDtaiuitrg a high leve
conpetence anA adheEeDce to professional staEalardsperfornance of dental services-

Pre ted
lof
in the

Sec. 2- As usecl in this act, unless the contextotherYise reguires:
(1) Director shall

lnsurance;
nean the Director of

(2) Departnent shall nean the Departlent of
I nsurance;

(3) Prepaid tleutal service plan or p1a! shal1oeaD a coDtractual arrangetretrt to provide specifiedde[tal services, iu consitleration of a specifieil palleDt
for an inteEyal of tine, regaralless of rhether thepaynent is nade by the beneficiaries inilividuaLll or bI athird person for then, in such a nanner that the totalcost of such services is to be spreatl directly oEindirectly anolg a group of persons. A pr€paial ctentalservice plan includes arrangenents that create reasonableerpectatious of enforceable rights, but does trot incluAethe provision of, or reinbursenent for, deotal servicesincitleatal to other iosurance coverages; and

(lr) Prepaitt dental service corporation shall leana corporation organized under this act and offering aprepaid dental service plau in this state.
Sec. 3. The insurance lavs of this st ateinclutliag this act shall not apply to:
('l) BetaineE contracts uade by dentists eithiDtlividual patients rith fees based oD estitates of the

DatuEe aDa aroutrt of services to be pEoyialea to thespecific patietrt antl sililar contracts uatle vith a groupof patients involvetl in the saEe or closell relatedtleDtal tratters:
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(2)
consultation
coubitrati-olr referral seEvices; and

other thau
uith or in

ass i sta nce
an express

P lans
aDtl

rith

providing no benefit s
atlvice in conDection

(3) the furnishiug
on an inforual basis,
coDtractual, obligation nor

o9 linited dental
involving neither

the context of an euPloYment,
siuilar relationshiP.

reasonable erpectations, in
ornenbership, education,

Sec. 4. ( 1

tlental service pIatr
so by the tlirector-

nay
been

No person Eay offer a
this state unless authorize)in

prep a itl
tl to do

(2) subsection ('l) of this section shall not
apply to any person issuing group policies if fecer than
triaiy-five per cent of the certificate holtlers or
iusureds resitle in this state and the person is regulateil
to a conparable ertent by aDother state in rhich a larger
nurber oi certificate holders or insureils reside-

(3) Any persoD offering a prepaitl alental- service
on oE before the effective tlate of this act shall subnit
an applicatioa for a certificate of authority untler this
act iitlin ainety days afteE the effective date of this
act, and such appticant nay contiaue to operate until the
director acts uPon the apPlication- If the apPlicatioD
is denied, the applicaat shall- be treatetl as a prepaid
dental service coiporatiou chose certificate of authoEitl'
has beeD revoked.

sec. 5. ('l) A PrePaitl <lental service plan nay
be offered on an individual or group basis- Each person
covereal untler a grouP cortract shall be issuetl a
certificate of coverage.

(2) No contract or certificate for tleltaI service
be issued in this state unless a coPy of the foEn has
filed rith and approved by the director-

Sec. 5. The tlirector [ay alisaPprove a contract
or certificate foEn for dental service uuiler a prepaitl
itental service ptau if the aliEector finds that the foEn:

(1) Is uDfair, unfairly aliscrininatory,
nisLeading, or encourages misEePEesentation or
oisutralerstanaliag of the cootract;

(2) Provitles coverage or benefits or
other pEoyisions that rould endangeE the solvency
plan;

cont a ins
of such
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elcessi ve,(3) Proviles paynent rates rhichinadequate, or unfairJ-y discriminatory; or
(4) Is contrary to Iac-
Sec. 7. ( 1) PEovid.er

thereto, made betveen a
corporation antl any provitler ofplan shal-1 be filed cith the
becone effective uutil approved

coDtracts, and chaEges
pEepaid dental serviceservices covered bdirector antl shal
by the alirectoE.

v
1

any
not

(2) A prepaid tlental service corporatioa shallannually report to the director, in such detail as thealirector reasonably re!Iuires, the nunber anal geogEaphicaldistribution of providers of seEvices rith- vhou theynaintain contractuaL relations and the nature of tharelations.
Sec. 8. ( 1) I prepaicl dental servicecorporation shall deposit rith the director securitieseIigibIe for deposit by an insurance cotrpany rhich shallhave at all tines a market value of not less than fiftythousand dollars or an a[ouat as provided by subsectioi(7) of this section. t deposit uDder this section shallbe heLd to assure the faithful perfornance of thecorporationts obligations uoder its prepaid dentalservice plan.
(2) In lieu of any deposit of securities requiredunder subsection {1) of this section. a prepaitt dentalseryice corpoEatio! may file rith the direato; a suretybond in the amoutrt of fifty thousaLd dollars or an arounias provided by subsection (7) of this section. The bondshall be one issued by an insurance coDpaoy authorized todo busiDess in the State of NebEaska. The bond shall befor the saEe purposes as the deposit in lieu of chich itis filed anat it shall be subJect to the director.sapproval. No such boutl shall be caDceled or subject tocancellation unless at least thirty daysr attvatrce noticethereof, in vriting, is filecl with the director.
(3) Securities or a boaal posted by a prepaidqgltul service corporation puEsuant to subseitiou it1- or(2) of this section shall be for the betrefit of' aaasubject to action thereon iD the event of insolvelcy ofthe.corporation by aIrI person or persons sustaining aDactiouable injury due to the failuie of the corporitionto faithfully perform its obligations unaler its -prepaiil

alentaL service plan.
(4) The State of Nebraska shaII be Eesponsiblefor the safekeeping of alt securities ileposited uith thealirector under this section. The securiaies shall not,

-3- t99



L8139

on account
ta xation.

of being in this state, be subiect to

(5) The tlepositing corporation sha11, durinq its
solveacy, iave the-right io exchange or substitute other
securitiis of a like quality and value for securities on
tleposit, to receive the iBterest and other incoEe
aci:ruing on such securities, and to inspect the tleposit
at all reasonable tines-

(6) The dePosit or bontl sha11 be maintaiDetl
uniupairetl-as long is the corporation coutinues to offer
a prepaitl ttental iervice plan in this .state' Thenever
ih! "L.po.ution ceases to offer a prepaitl dental service
plan ani furnishes to the director PEoof satisfactory to
ihe director that the corPoratio[ has adequatel'y ProYided
for alL of its obligations under its PrePaitl dental
service plans in this state, the director shall release
the deposite<t securities otr Presentation of the
alirectoirs receipts for such securities or shall releas€
ary bontl filecl in lieu of such dePosit.

(?) fhe alirector nay Eetluc
value of securities required under
sectioD or the aDouBt of the suret
subsectiotr lzt of this secti'on if
the reductiou is Justitied bY:

the nininuu market
subsection (1) of this
bond required untler

he tlirector filds that

con tracts

public or

pr ov itlers

e

Yt

(a) The tertss and nunber of existing
under its prepaitt cleutal service pLans;

(b) suPPort bY financiallY sound
private oEgatrizations or agencies;

(c) AgreeDents rith dentists or other
for the provisions of tlental services;

(tt) AgreeneBts eith otheE persons for insuriug
the payreni 6t the cost of tlental services or the
pEovlsion for alterlative coreEage in. th€ eveDt the
iorporation is unable to PerforD its obLigationsi or

(e) OtheE reliable financial guarantees'

(8) tro Part of the securities or bond to be filetl
under tuii seitioa shall be supplieil tlirectly oE
iaairectf-y by dues PayneDts uaae fo! the purPose of
reetiDg r6quireoents to practice a profession-

sec. 9. A PEePaitt <lental service corporation
shall, aot contEact iisetf to Practice tlenti'strlt in anl
lanner, uor shall the corporatioD coutrol or atteDPt to
Eo"t.oi tl. ileatist ia the exercise of professional
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j u dgDent.

Sec. 10. A prepaid clental service corpoEatiotr
may contract rith others, iucluding insurance conpaniesorganizerl untler any of the lars of the State of Nebraska,for partial oE total adlinistrative services or for jointparticipation, or otheruise ceale to or accept fro! otheEsthe rhole or any part of the coEporatioDrs dertal serviceobligations. Such coDtracts shall be fileal rith aral
approved by the tlirector as being in accordance rith theplan of the corporation pEior to their effectiyeness.Ihe alirector nay issue ruLes and Eegulations concerniag
such contracts.

sec. 1 1. the alirector shall report to thepresialent of the Nebraska Deutai- Association, or to aDyperson tlesignated by the Nebraska DeDtal Associatioa to
recei-ve grievances conceroing dentists fron the public,
any inforuation of possible violatious of the code ofethics by tlentists rho provitle services in coruectionyith a prepaitl aleDtal service plan.

Sec. 12-prepaiil alental serv

(a)
that dental

(1) Tro or Eore
ice corporation

persons ray orgauize a
utrder thi.s section.

of the
of the

irenents
that:

shall indicate

12) The aEticles of incorporationcoEporation shaIl coDform to the requirenents
Nebraska Notrprofit Corporation Act oE to the Eequof the Nebraska Business Corporation Act, ercept

The nane of the corporatioa
services are to be provitletl;

(b)
limited to
reasonably

lhe purposes of the coEporatiolprovialing dental services aDil
Eelateal thereto;

shaIl be
business

(c) The articles shall state ehether oerbers,shareholders, or proviilers of services nay be Eequireil to
share operating deficits, either thEough assessletrts orthrough reductions iD cotrpensation for services relaleEed,the general contlitions and procedures for deficitsharing. and any linits on the aEount of the deficit tobe assuled by each individual nenber, shaEeholaler, oEprovider;

(tt) For
shalL state the
nembership and
an tl

corpoEatiotrs having lenbers, the articlesconditions and procetlures for acquiriagthat only DerbeEs have the right to vote;

(e) Por
articles sha1l

corpoEations notstate hor the
haviug leEbers, the

directors are to be
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13. The incorporators shalI file uith the
applicatioB for a certificate of authority to
rhich shall include or have attached the

(1) The nanes, atldresses, and occupations of all
incoEporators, proposed directors, anil officers;

(2) For corporate iDcorporators, their articles
and bylars and a list of, the nanes, addresses, antl
occupations of their directors and. principal officers
antl, for the three most Eecent years, their annual
stateme[ts anal Eeports;

(3) The Proposed articles anal bylausi
(4) AII agreements relating to the corporati-on to

Hhich any iucorporator or ProPosed director or officer is
a party;

(5) The aDount and sources of the fuDds available
for organization expenses and the proPosed arraDgeDeDts
for reilbursement and compensaLion of itrcorporators or
other persons;

(6) the proposed compensation of directors and
officers i

(7) The forms to be used for any coDtracts
betreen the corporation and its nembers or other PersoDS
concerning the provision of services;

(8) fhe proposed minimum anouDt of surPlus;

(9) The plan for coDalucting its prepaid deDtal
service plans including al1 of the foJ-Iouing:

(a) The geographical area iD Yhich any plan is
intendetl to operate;

(b) The types of dental services iDtetrded to be
of f eEeal;

(c) The proposed Earketitrg nethods and copies of
proposed narketiDg mateEials; antl

(tt) To the extent Eeguiretl bY the
proposed nethoal for the establishnent of
and other charges uudeE the Plans; and

L8139

se lect e tl -

Sec -
director an
do business,
folloring:

alirector, the
payment rates
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('10) Such other tlocuneDts or infornation as thedirector reasonably requires.
Sec. 14. The alirector shall issue a certificateof authority to a corporatiotr organized unaler this actif :

(1) the clirector fiods that aI1 requireaelts oflau have been net;
(2) The director is satisfieal that all oaturalpersons cho are incorporators, the directors andprincipal officers of corporate incorpoEators, aud thepEoposed tlirectors and officers of the coEporatioD beingforned are trustworthy, conpeteDt, aDd collectivel]r hayethe coupetence antl experience to offer the pariicular

pLans proposetl; and

irectoE is satisfied that the plaD ishe interest of the persons to be seryed

'17- A corporation organizeil untler this act
for the soundthe reserves necessa r yoperation of its prepaia dental

(3) rh
consistent yit
artl the public

Sec-
shall maintain
unearneil payDent reseryes. Thecalculating such reserves shall
regulation of the tlirector.

ecl

:'
sec. 15- Upon the issuaoce of the certificateof authority, and upon the issuance of the certificate ofincorporation by the secEetary of state, the e:istence ofthe corporation organizeil unrler this act shall begin, thearticles antl bylavs shall becone effective, the proposedtlirectors autl officers shall take office, anit thecorporation shall be authorizetl to offer prepaiit dentalservice plans in this state subject to the require[etrts

antl restrictious of this act.
sec. 16. A corporation organized under this actshall invest- its funds as provitletl by Chapter 4q atrtt itsinvestuents shall be valued as provideal bI Chapter 44.

The investnents shaLl erceed. its liabilities a[d reservesexcept for claim liability covered by contracting dentist
Euarantees, and it shall be a contiouing condition ofIiceusing by the director that such solveDcy be
n a int aine d.

service plans,
aLouDt and

be determined

inclutli
nanner

Dg
of

by rule antl

Sec. 18. A prepaid dental serviceshall aot be a oeDber of the nebraskaLiability Insuratrce GuaEaoty Association
Chapter 44, article 24, or the Nebraska tifeInsuratrce cuaraDty Association tlescribed in

-7-
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article )7. the llebraska ProPeEtf
Insurance GuaraDty Associatiou lct anA the
anal Health flsurance cuarantl Association

and LiabilitY
Nebraska l,ife

Act shaIl not
be applicable to prepaid deotal service plaus'

sec. 19. ADy person tray atlvance to a

coEporatioD orgatrizetl uaaler this act on a contingent
fi.alifity base- such funds as aEe trecessaE)r for !h9
purposes of its business or to eDable it to cotrPly cith
luy'reguiretrents of this act- Such nonel' lnd interest
tU6reoi as &ay have been agreed uPo! shall be repayable
but shall be repaiit oaly oD prior aPProval by !h'
aliEector. Repayueat shall oaly be natle out of operating
suEplus after-reserve requireDents have- b€en Det' No

assissuents against DeDbers !aY be I'evieil for the Purpose
of repal'lent anal tro tlividends may be paid to lenbers or
share-hoialers as IoBg as interest oE repayoent
iastallletrts renaia unPaid-

sec. 20.
this act shall be
profit aotl nolPEof
this act.

AIl corporations organized PuEsuant to
overnetl by such other lars regulatiDg
t corporations as do not conflict lithg

i

Sec. 21. The Departnent of InsuraDce tray
appoint an!'deputy or eraniner or other persons cho shall
liie ttre p6rer-of-visitation and exaoination into the
affai,rs of any coEporation orgaaizetl Pursuant to this
act. such de-puty or exauiler shall have free access to
all the books, pipers, aDd alocuaents that relate to the
business of the-corporatioa, aDd nay sullDon and gualify
ritnesses uuiler oath to exanine its officers, agents, oE
enployees or other peEsons ia relation to the affairs,
trinsictions, ancl condition of such coEPoration'

sec. 22. Any dissolution or liquidatioo of 1
corporatioD organized-utrdeE this act shall be conducted
untlir the supeivision of the dePartnent rhich shalL have
iir por"." rith respect thereto uDder the provisions of
tac iitU respect to the dissolution anal liquidatigt oI 19
insurance coupany. Provisions of section 44-12'l'25 shaIl
U" applicabli: io the Iiquitlation of a corporatioa
organizetl under this act-

Sec. 2i. Each corporation organized untler this
act shall annually on llarch 1 file rith the tlepartnent
its siatetent for the Preceding calenilar year, in the
forL prescribed by the ilirector, shocing all PaYuents
receiietl for preplid dental services in this state' such
annual statenents nay use accounting pEinciPles coDnon. to
its business, but suih accountiug principles shaIl enable
the director to ascertain Yhether the reserve required by
section 17 of this act has been oaintained'
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Sec. 2tl- Any coEporatiou organized under thisact neglecting to file the antrual stateDent in the forLand yithiu the tine proeided by section 2.3 of this actshall forfeit one hundretl dollars for each ttay duringrhich such neglect coDtinues, aDtl, upon notice- by th;alirector to that effect. its authority to do busineis iathis state shaIl cease rhile such default cootinues,.
sec. 25. In adalition to an auuual state[ent,the director nay require of coEporations, uuder oath aldin the forn prescribed by the tlirector, such aatditiolalregular or special EepoEts as the director DaI aleernecessary to the proper supervision of corporatioas underthis act.

th is
pr ovi
direc
su ch

Sec- 26. Any corporation organized pursuant toact shall be subject to taxation utraler thesioDs of chapter ?7, article 9, to the erteEt thatt uritiDg preniuus are subject to taratioB uniler
a rt i cle.

Sec. 27. If any section iD this act or aay partof any section shall be decl,ared invalii - orunconstitutional, such tleclaration shall Dot affect thevalidity or constitutionality of the EeEaiaiog portiotrsthereof.
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