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LEGISLATIVE BILL 593

Approved by the Governor Eebruary 11, 1996
Introduced by Barrett, 39

AN ACT relating to insurance; to amend sections44-127.Ot, 44-127.C3, 44-270]- to 44_2704,44-2707 to .44-27Lt, 44-27L3, 44-27t7 , and44-2720, Reissue Revised Statutes of Nebraska,L943; to restate purposes; to define andredefine terms; to change provisions relatinqto the kinds of insurance covered; to changeprovisions relating to the powers and dutiisof the association and the director; to changeprovisions relating to liability on covertdpolicies, to prohibit inducemenls; to providereciprocity as prescribed; to changeassessment provisionsi to provide forexarnination expenses as prescribed; to providefor the applicability of certain provisions;to change internal references; to harmonizeprovisionsi to repeal the original sections;and to declire an emergency.Be it enacted by the people of the Siate of Nebraska,
Section 1. That section 44-127 .Ol ReissueRevised Statutes of Nebraska, 1943, be amended to readas follows:
44-L27.OL. (1) Within sixty days after thegranting of the order of liquidation, or witfrin suchIonger time as the court may dj.rect, the liquidatorshall cause notice to be publiahed to the cJmpany'spolicyholders, credj.tors, shareholders, persons travingclains which are subject to the prcv*eicnc ef eeetieai44-24e1. tc 411-2418 alrd 4at-2Tel to 44-Z?Ae NebraskaPropertv and Liability Insurance cuarantv AssociatimAct and the Nebraska [,ife and Health Insurance cuarantyAssociation Act, and aII other persons interested inltEassets. Such notice shalI require claimants to fj.Ietheir clai.ms srith the liquj.dator together with proofsthereof within six nonths after tha date of firstpublication.
(2) Wj.thin sixty days after the revocation ofthe certificate of authority of an insolvent foreign orallen insurance company pursuant to section 44-154, orwithin such longer time as the director may order, theDepartment of Insur]ance shall cause notice to be
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published to the company' s policyholders and persons-having claims t hich are subject to the Plcvigiictrc of
seetiias 4lt-24e1 to 44-2+le aad 41'2751 tc 14-272e
Nebraska Propertv and Liability Insurance Guaranty
Association Ait and the Nebraska Life and Hbilth
Insuranie Guarantv Association Act. such notice 6hall
req.rire claimants to file their clalms trith the
Detriartment of Insurance together lrith proofs thereof
wiitrin six months after tlte date of first publication.

Sec. 2 - That section 44-127 -O3 , Reisaue
Revi.sed Statutes of Nebraska, 1943, be amended to read
as foIIoYs:

44-]-27.O3. Within thirty days after the date
of the first publication of notice, the Iiquidator shalI
send notice of Iiquidation and the time for the filing
of. claims to the company's policyholders, persons having
claims whj,ch are subject to the prcvieicns cf cecticne
44-21e1 te 1+-21*e aaC 41-2?e* te 14-27?e.Nebraska
Propertv and Liability Insurance Guarantv AssQclatign
Act and the Nebraska Life and Health Insurance Guarantv
as=ociation a"t, creditors, strareholders, and all other
p".soni j.nterested in its assets, by ordinary United
state" mail to the last-known address of such persons,
firms- or corporations as shown by the records of the
co.p"ny. An afiidavit of suclt maiti.ng shall be fj-led
wit-h tfre clerk of the court. which affidavit shall
contaj.n a statement that the provisions of this section
have been complied wj.th. In the case of an insolvent
foreign or alien insurer whose certificate of authority
has been revoked pursuant to thc prcv*cicnc cf'section
44-t34, the dePartmLnt shall send such notice to the
company's policyholders and to pergons having claims
wnitn are subject to the provis*ona of 6ccticti6 41-?.4e1
to rlll-?418 aia e+-a+e+ ra 41-2?2e Nebraska Prooertv and
Liability Insurance Guaranty Association Act and the
Nebraska Life and Health lnsurance Guaranty Associatj'on
Act.

Sec. 3. That section 44-2701, Rei6sue Revised
Statutes of Nebraska, 1943, be amended to read as
foI-Iows:

44-27OL. Ttre purpose of the Nebraska Life and
Health Insuranie Guarantv Association Aqt sceti0!16
+1-2?9+ to 44-?73e is to protect resident poJ.icyowners,
insureds, includino certificate holders under arouo
insurance I)olicies or contracts" beneficiaries,
annuitants, payees, and assignees of life insurance
policies, health insurance policies, annuity contracta,
and supplemental contracts of member ineurers, Bubject
to certiin limitations, agaj'd5t failure in the
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performance of contractual obligations due to the
impairment or insolvencv of the member insurer issuing
such policies or contracts and to assist in thedetection and prevention of j.nsurer j.nsolvencies. Toprovide this protection, (1) an association of insurersis created to enable the guaranty of pa.,mahr ^f benefits
and of continuation of coverages, as limj"ted in the act-and (2) members of the association are made subject toassessment to provide funds to carry out the purposes ofthe act. seet*cag 44-2?et t6 14-Z72et aad (3) theasseeiatiea is au€ho"iEed t6 ass+st the Eirieetor ofInsuraaeeT +n the preeeribed nannerT *h the deteet*en
aRC prevent+ea ef iasurer *npairnents.

Sec. 4. That section 44-2702, Reissue RevisedStatutes of Nebraska, 1943, be amended to read asfoI lows :
44-2702. As used in seet*ens 44-Z?e+ te14-2?29 the Nebraska Life and Health Insurance GuarantyAssociation Act, unless the context otherwise requires:(1) Account shall mean e+the" e-ltft of the threeaccounts cneated pursuant .to th.e previeieae of section

44-2705 t
(2) Association shall mean the Nebraska Lifeand Health Insurance Guaranty Association created bysection 44-27Q5;
( 3 ) Director shalI mean the Director ofInsurance i
(4) Contractual obligatj.on shaLl mean anyobligati.on under eevered p6lie*es a policy or contractgr portion of such policv or contract for whj.ch coveraoeis provided under section 44-27O3;
(5) Covered policy strall mean any policy orcontract or portj-on of such policy or contract r./hi-ch isnot subject to assessment and for which coveraqe isprovided under speeified +n section 44-2703;
( 6 ) Impaired insurer shalI mean a memberj.nsurer (a) an insurer which, after August 24, L975, (al

iS beeenes +aselvent and is p+aeed und.er a fiaal orderef Iiqu*Cati6ru rehab*+itat+olu et eoagervatiea by ae6nit 6f eenpetent iurisCietionT er (b, an inenrer
deemed by the directorT after AHguBt ?4; lgl'i to beunable or potentially unable to fulfill, its contractualobligations and is not an insolvent insurer or (b) isplaced under an order of rehabilitation or conservationby a court of competent jurisdiction;

(7) Insolvent insurer shall mean a mem.berinsurer thich after Aucrust 24_ 1975. becomes insolvent
and with respect to whj-ul Liicre is a final determination
of insolvencv by a court of competent jurisdiction:
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(7) (8) Member insurer shall mean any Person
authorized to transact in this state any kind of
insurance busiaese 6lree+fied +n Beetion 41-e793 provided
for under section 44-27O3. Member insurer shalI' include
anv person whose license or certificate of authority may
have been susPended or revoked. but shall not in any
event include:

(a) A nonprofit hospital or medical service
oroanization:(b) A health maintenance orqanization unless
such orqanization is controlled bv an insurance company
licensed bv the Department of. Insurance under Chapter
442 (c) A fraternal benefit societv:

(d) A mandatory state Poolino PIan:(e) An unincorporated mutual assocj.ation:
(f) An assessnent association operatinq under

Chapter 44 which issues onty policj.es or contracts
subiect to assessment: or(o) A reciDrocal or interinsurance exchanoe
whj.ch issues only Dolicies or contracts subiect .to
ag se ssment i(S) (9) Premiums shall mean direct gross
insurance premiums and annuity considerations writt€n on
covered policies, less return premiuns and
considerations thereon and dividends paid or credited to
policyholders on such direct business. Premiums stiall
not include preniums and consideratione on contracta
between insurers and reinsurers- As used in section
44-27OA, premiums are those for the calendar year
preceding the determination of impairment or insolvencv;- t9) (1O) Person shall mean any individual,
corporation, partnership. association, or voluntary
organization; aad

t+el (11) Resident shall mean any person who
reBides in this state at the time the inpairrcnt a
member ingurer is determined to be an imDaired or
insolvent insurer and to rrhom a contractual cbliqatictr6
arc 9bl:i-geligll-i-s orredj-a[d(12) SuDplemental contract shall mean anv
aoreement entered into for the distribution of policv or
contract proceeds.

Sec. 5. That section 44-2703, Reissue Reviaed
statutes of Nebraska, 1943, be amended to read aa
follows:

44-2703. (f) Ttre Nebraska Life and Health
Insurance cuaranty Aasociation Act 6c6ticlr6 44-21e* tc
44-e?2e shall apply to alI direct Iife insurance

.poticies, health insurance policieB, annuity contracts,
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and Gontf,aets enental tc }:ifeard hcalth :ineuranee pclie*es and anan*ty eontrae€6issued anlrwhere by Personer authe"+rcd tc t!an6aetiaeuraaee er aet aa atr insufer ia th*s state. at any tinea member insurer.
(2) See€iotrs 14-A7el to 44-A7Ze The NebraskaLife and Health Insurance cuaranty Association AEE-sfrEITnot apply to:

_ (a) Any portion of anv policy or contractreferred to in subsection (1) of this -section that isnot cruaranteedi
(a) (b) Any such pelieies policy or ccitraetocontract, or any part of such po++e*ie policy oreontiaets contract, under which the iisk is UoineE thepo+*eyhclder policv or contract holder i

_ (b) (c) Any such policy or contract or partthereof assumed by the impaired insurer under a contlactof reinsurance, other than reinsurance for whichassumption certificates have been issued.(e) (d) any su"rr'f"ri;t ;;-;;;iract issued byaaase66licnt aB6oe*at+c!.e eperat:ing unde" the prcvis*eiecf €hapter llllT art*ele 97 cr un*ae;rperatcd nulualsT orhcalth . naiatenaaec orEaniEat*eis ualege snehc"ganilatietrs are ecat;el}cC by aa +aBu?anee ecnpatry*ieensed by the EeFlartient ef +asuranec utide! €heprevisicns cf ghapte" 4,+
. (i) A nonprofit hospital or medical serviceorqanization:

(ii) A health maintenance orqanization unless
Fqch orqanj.zation is controlled bv an insurance companylicensed by the Department of insuranie under ChaFtEi44: (iii) A fraternal benefit society:(iv) A mandatorv state pooLinq plan:

(v) An uirincorporated mutuaL associatj.on:
- (vi) An assessment association operatinq underChapter 44 which issues onlv policies or contractssubject to assessment: or(vii) A reci-procal or interinsurance exchanqewhich issues onlv polici.es or contracts suElEct--Eaasessment; or

(d) IgL Any policy or contract issued by anyperson, corporation, or organization hrhich is nolIicensed by the Department of Insurance under theprcvie*ene 6f Chapter 44,
Sec. 6. That section 44-2704, Reissue RevisedStatutes of Nebraska, 1943, be amended to read asfollows;
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44-2704. Sect*etls 44-27e* tc 44-27?e The
Nebraska Life and Health Insurance Guaranty As6ociation
Act shalI be liberally construed to effect ttre purpoaes
enumerated in section 44-2701 which shall constitute an
aid and gx-lide to interPretation.

sec. 7. That section 44-2707, Reissue Revised
Statutes of Nebraska, L943, be amended to read as
follor.rs:

44-2707. In addition to the porrers and dutiea
enumerated in Beet+ctt6 11-27e+ te 44-212e the Nebraska
Llfe and Health Insurance Guarantv Association Act:

(1) If a domestic insurer is an impaired
insurer, the association may, P"+er to alt c"dcr cf
Iiquidation et rchab**itat*on aaC aubieet te any
eenditicng +nrpe6eC by thc a66ociatien other than thcse
vhieh inpair the eontraetual cbliEat*onB ef, the *npaircd
*Ireurer; aad apprcved by the +npa*red ingurer anC the
direeto" at its dlscretion and subject to anv conditions
imposed by the association that do not imPair ttte
Eoitractr-"r oblioitions of the imPaired i.sure.- ai"
approved by the director- and are. exceDt in cases of
court-ordered conservation or rehabilitation- approved
bv the impaired insurer:

(a) Guarantee--3-s-g.u!!e- or reinsure, or cause
to be guaranteed, assumed, or rei.nsured, aII the covered
polici-es of ttre imPaired insureri

(b) Provide such money, pledges, notes,
guarantees, or other means as are proPer to effectuate
the prcvie*cns ef subdivision (1)(a) of thi's sectiont
and alsure payment of the contractual' obligations of the
impaired inlurer pending action under the Prcvi6icnr cf
subdivisioh (1)(a) of this section; and

(c) Loan money to the impaired insurer;
(21 If a foreign or alien insurer is an

j.mpalred insurer, the association may, in -its
diicreti.on- or shall on order bv the director after
notice to the association and a hearinq- pr*cr tc atl
order cf ++qu*CatiotU "ehabilitatieaT er eoagcrYatiea;
with respect to the covered policies of residents and
srrbject to any conditions which are imposed by the
associ.ation other than those which impair the
contractual obligations of the impaired insurerT and-
except in cases of court-ordered conservation or
rehabilitation. which are approved by the inpaired
insurer and approved bv the director:

(a) Guarantee--3-E-g1l!!!g- or rej.nsure, or cause
to be guaranteed, assumed, or reinsured, the impaired
insurer's covered policj.es of residents;

(b) Provide such money, pledges, notes,
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gn-rarantees, or other means as are proper to effectuatethe provisions of subdivision (2)(a)- oi this section,and assure payment of the impaired insurer's contractualobLigations to residents pending action under theprovisions of subdivision (2)(a) of this section; and(c) Loan money to the impaired j.nsurer;
(3) If a domestic insurer is an impairedi.nsolvent insurer- nnder ali 6rder 6{ Iiqu+datiea errehabilitat*6n7 the association shaII. subject to theapproval of the director:
(a) Guarantee, assume, or reinsure, or causeto be guaranteed, assumed, or reinsured, the coveredpolicies of the inpaired *aeurer resj.dents;

contract holdersi and
(c) Provide the protections specified insubdivisions (3I(a) and (3) (b) of this - section to

4onresident policy and certificate holders of suchdonestj.c i.nsurer if (i) they are not eliqible for suchprotections under the lar.rs of the states in which theyreside- (ii) such domestic insurer never held a IiiEnsEo.r certificate of authoritv in such states_ and (iii)
the Iaws of such states provide protections similai Ethose provided bv this subdivision to the resi.dents !f
this state who are policv or certificate holders oiinsurers domiciled in such statesr and

(d) (e) Provide such money, pledges, notes,guarantees, or other means as are reasonably necessaryto discharge such duties, but if the associatlon failito act within a reasonable period of time under thj.ssubdivislon, the director shaII have the powers andduties of the association under the Nebraska Life andHealth Insurance Guarantv Association Act provisiens a-seetieae 44-2791 te 41-2?2e with respect to suchdomestic +npaired insolvent insurer;
(4) If a foreign or alien i.nsurer is aninpa*red j.nsol-vent insurer- under an o;der efI*qu*CatieaT rehab*Iitat*ea7 er e6n6eryationT theassociation shalI, subject to the approval of thedirector:
(a) Guarantee, assume, or reinsure, or causeto be guaranteed, assumed, or reinsured, the covered.policies of residents;
(b) Assure palment of the contractual

obligations of the +RpaircC insolvent insurer to
_7- BZs
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residents. includino obliqations to resident certificate
holders of oroup insurance policies or contracts
reoardless of the dornicile of the qroup policy or
contract holdersi and

(c) Provide such money, pledges, notes,
gRrarantees, or other means as are reasonably necessary
to discharge such duties, but if the association fails
to act within a reasonable period of time under this
subdivision, the director shall have the Powers and
duties of the association under the Nebraska Life and
Health Insurance Guarantv Association Act preY*rion6 cf
sest*cn6 4+-2?e* to 44-2?2e rrith reBpect to such foreign

domiciliarv state or iurisdiction of the insolvent
insurer other than this state;

(5) (a) In . carrying out its duties under
subdivlsions (1). (2)- (3)- and (4) of this section, the
association may request that there be imposed policy
Iiens, contract liens, moratoriums on payments, or other
similar means and such liens, moratoriums, or similar
means may be i.mposed if the director:

(i) Einds that the amount6 uhich can be
assessed under the Nebraska Life and Health Insurance
Guaranty Assocj.ation Act geeticnc 44-2?e* tc 44-?7ae are
l-ess than the amounts needed to assure fu}l and prompt
performance of the impaired or insoLvent insurert s
tontractual obligations, or that the economic or
financial conditions as they affect member insurers are
sufficiently adverse to render the imposition of Policy
or contract liens, moratorj.ums, or sj'milar means to be
in the public interest; and

(ii) Approves the specific policy Iiens,
contract Iiens, moratoriums, or similar means to be
used- t attd

(b) Before being obligated under subdivisions
(1). (2f. (3)- and (4) of this section, the association
may request that there be imposed temporary moratoriums
or-Iieni on payments of cash valuee and policy loans and
such temporary moratoriums and liens may be imposed i.f
they are approved bY the director;

(5t The aosc"+at*ctr Bhall havc nc +*abilitlt
unCcr the p:cviaicns cf th*g gc€ticn fcr any ecvcrcd
pcl*ey cf a fcrc:iEIr cr al*c[ *naurcr vhc6e dcn*€*]+a?y
juricdieEicn c! 6tatc cf cntly prcvidec by gtatutc cr
"cgn+aticn, €cr residclrtc cf thi6 ctateT prctecticn
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Gubctant*alIy €inilar to that previded by see€ieae14-27e1 te 14-272e fer reoidente ef ether eta€es;(7) (6) Thb association may render assistanceand advj.ce to the director, upon his or her request,concerning rehabilitation, paymen- of cI-aims,continuations of coverage, or the-performance of othercontractual obligations of any impaired or insolventi nsure r;
- t8) (7) The assocj.ation shall trave standlng toappear before any court in this state hrith jurisdicf.ionol,rer an impaired or insol.vent insurer concerning whlchthe association is or may become obligated underBeet*eas 14-2451 t6 qq-A?Ae the Nebraska Liie and HealthInsur4nce cuarantv Association Act. S*h standj.ng shaIIextend to aII matters germane to the pohrers and dutiesof the associatj.on, j.ncluding- but not limited to-proposals for reinsuring or guaranteeing the covereEpolicies of the impaired or insoivent ins\rrer and thedetermination of the covered poti.ie. and contractualobligations;
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(e) a) Any person receiving benefits under
Associati.on Act seet+6n6 44-??el te 44-?72O shaII bedeemed to have assigned his or her rights under thecovered poli.cy to the association to the extent of thebeneflts received because of such act seetiand q4-Z1g+tc 11-272e $rhether the benefits are payments ofcontractual obligations or continuati on of coverageThe associ.ation may require an assignment to it of suchrights by any payee, policy or contract ownercertificate holder. beneficiary, insured, or annuj.tan tas a condition precedent to the receipt of any rigtrts orbenefits conferred by such act seetisnB 41-Z7gt t644-272e
subroga

upon
ted to these rights against the assets of

such person The association shaII be
impai red or insolvent insurer= , and

any

- (b) The subrogation rights of the associationunder the prev*eieas cf this subdivj.slon shall have thesame_ priority against the assets of the impaired 9Iinsolvent insurer aq that possessed by th; p"""6ientitled to receive benefits under 6eet+enE 44_Algt to41-212e such acti
(1e, (9) The contractual obligations of theimpaired or insolvent insurer for which the associationbecomeg or may becone liable shall be as great as but nogreater than the contractual obligations of the impairedor insolvent insurer would have been in the absen-ce ofan- impairment or insolvencv unless such obligations arereduced as permitted by subdivision (5) of this section,
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but the aeseeiat*ea shall have nc liability r,ith rcsl,eet
to atry pe"t*on ef a eevereC pel*ey tc thc extcit that
the aeltl benefit eoverage en arty one lifc exeeeCa aa
aEgreqate ef three hundreC thou6arC ds*lars the
aqoreqate Iiabilitv of the association with resPect to
aiv one life shal} not exceedt (a) Three hundred
th6usand do].lars in Iife insurance death benefits- but
not rnore than one hundred thousand dollars in net cash
strrrender and net cash withdrawal vaLues for life
insuranCe' (b) one hundred thousand dollars in the
present vaiue of annuitv benefi.ts- includinq net cash
Iuriender and net cash withdrawal values: or (c) three
hundred thousand dollars for alI tife insurance' health
imran&- and annuitv benefits. includinq net cash
surrender and net castr withdrawal vaLues; and

(11) 1-19) Ttre association maY:
(a) Enter into such contracts as are necessary

or proper to carry out the provisions and purposes of
eeetioa6 44-21e+ te 14-?72e the Nebraska Life and Health
Insurance Guarantv Assocj.ation Acti

(b) Sue or be sued, including taking any legal
actions necessary or proPer for recovery of any unpaid
assessments under the previeione of section 44-27A4;

(c) Borrow money to effect the purposes of
eeetiens 4+-2?e+ te 44'212Q !be--a.eE- Any notes or other
ewidence of indebtedness of the association not in
default shalI be legal investments for domestic insurers
and may be carried as admitted'assets;

(d) Employ or retain such persons as are
necessary to'handle the financial transactions of the
association and to perform such other functions as
become necessary or proper under seetieas 44-27e1 tc
44-2?2e tbc--3.s9;

(e) Negotiate and contract with any
Iiquidator, rehabilitator, conservator, or ancillary
reJeiver to carry out the porrers and duties of the
associ ation;

(f) Take such legal action as may be necessary
to avoj.d palment of improPer claimsi and

(9) Exercise, for the purposes of the act
seetieae rtlt-27e1 ta 41-2?2Q and to the extent approved
by the director, the powers of a domestic life or ttealth
iisurer, but in no case may the associ.ation issue
insurance policies or annuity contracts other than those
issued to perform the contractual obligations of the
impaj,red or insolvent insurer:--ggsl

(h) Joj.n an orqanization of one or more other
state associations of similar purposes to further the
pnrposes and administer the powers and duties of the
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association.
Sec. 8. That section 44-2708, Rei.ssue RevisedStatutes of Nebraska, 1943, be amended to read asfollows:
44-2704. . (1) Eor the purpose of providing thefunds necessary to carry out the powers and duties ofthe association, the board of directors shalI assess themember insurers, separately for each account, at suchtimes and for such amounts as the board finds necessary.The board shall collect the assessments after thirtydays' wrj.tten notice to the member insurers befor6pa)rment is due.
(2) There shall be three classes ofassessments as follows:
(a) Class A assessments shall be made for thepurpose of meeting administrative costs and othergeneral expenses! net related to a pa"tieu+atr inpai?ediasurer includj.nq expenses foi examinations conducted.undgr the authoritv of subdivision (2) of section44:2711. Class A assessments may be made whether or notrelated to a particular impaj-red or insolvent insureri(b) Class B assessments shall be made to theextent necessary to carry out the powers and duties ofthe association under the previeieng ef section 44-27O7with regard to an impaired or insolvent d.omesticinsurer; and
(c) Class C assessments shall be made to theextent necessary to carry out the powers and duties ofthe association under the previsien6 ef section 44-27O7wi-th regard to an impaired or insolvent foreign or alien

i nsurer .
(3)(a) The amount of any Class A assessmentfor each account shall be determined by the board. Theamount of any Class B or C assessment shall be di.vided

among the accounts in the proportion that the premiumsreceived by the impaired or j.nsolvent insurei on thepolicies covered by each account bears to the premiums
received by such insurer on aII covered policies.

(b) Class A E and Class C assessments againstmember insurers for each account shall be in theproportioll that the premj.ums received on business inthis state by each assessed member j.nsurer on policies
covered by each account bears to such premiums ieceivedon business in this state by aIl assessed memberinsurers.

(e) €Iaee B a6aes6nentB f6r eaeh aeeeuat sha+*be nade oepa"ately fcr eaeh 6tate *tr lrh*eh the inpa*"eCdenectic *asurer ya6 anther*Eed te tfalraaet the bus*aege6f ingulan€e at atly €*ne7 *n the prcpertien that the
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permitted seet+cns lllt-27el te 41-2729 the Nebraska

preniuitn reee*ved ea bugiaees +tr aueh state by the
lnpa*red :iteurer en pelic*ee ecveied by gueh a€eoulit
belrs te eueh preniuna reeeived ia all 6ueh states by
the inpaired *asuret: ifhe asseBsnentB aEaitrct nenber
itrsurere ehall be in the p"elrortion that thc pren+nns
reeeivcd on brtsine66 ia eaeh srteh atate by eaeh assessed
nenber in6n"e" en po++eies eevered by eaeh aeecrtttt beara
€e sueh lrren+nrts reeeived ea busiaess in eaeh 6tate by
aI+ asscs6eC nenber iaeu;ers:

(d) (cl Assessments for funds to meet the
requirements of the association with respect to an
imfaired or insolvent insurer shall not be made until
nel"ssary to implement the purposes of seeticas 44-219+
€o 41-272€- the Nebraska Life and Health Insurance
Guaranty Association Act. Classification of assessments
under tie prev+s*ons cf subsection (2) of this sectj.on
and computation of assesaments utrder this subsection
shalI be made with a reasonable degree of accuracy,
recogni.zing that exact determinations may not always be
possible.- (4) The association may abate or defer, in
rdhole or in part, the assessment of a member insurer if,
in the opinion of the board, payment- of the assessment
hrould endanger the ability of the member i.nsurer to
fulfill its contractual obligations- The total of aII
assessments uPon a member insurer for each account shall
not in any one calendar year exceed two per cent of such
insurer's premiums in this state on the policies covered
by the account.- (5) In the event an assessment against a
member insurer is abated or deferred, in trhole or in
part, because of ttre limitations set forth pursuant to
itre prcv*sicas 6f subsection (4) of this section, the

"*or.rt by which such assessment is abated or deferred
shall be assessed against the other member insurers in a
manner consistent with the basis for assessments set
forth in this section. If the maximum assessment,
together with the other assets of the association in
eiiher accourlt, does not provide in any one year in
either account an amount sufficient to carry out the
responsibi.Iities of the association, the necessary
additi-onal funds shall be assessed as soon thereafter as

(
established

5) The board rnay, by an eguitable method as
. in the. plan of operation, refund to member

insurers in proportion to the contribution of each
insurer to that account the amount by which the assets
of the account exceed the amount the board finds is
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necessary to carry out during the coming year theobligations of the association with ""g".d io th;tamount, including assets accruing from net realj.zedgaj.ns and income from investments. A reasonable amountmay be retalned in any account to provide funds for thecontinuing expenses of the association and for futureIosses if refunds are impractical.(7) It shall be proper for any member insurer,
1l determining its prernium rates and policyownerdividends as to any kind of insurance specilied underthe provis*ons ef seet+en6 q4-Z?et to 11-A?Ae theNebraska Life and Health Insurance Guaranty Associatl;ACt, to consider the amount reasonably necessary to meetits assessment obligations under ieet*eae +i_aeg+ ta44-242e such act.

(8) The association shall issue to eachinsurer paying an assessment under the Nebraska Life andHgalth. Insurance Guarantv Association Act seetieas11-2151 te 44-272e a certificate of cmtribution in a
I?:. prescribed by the dj.rector for the amount so paid.AII outstanding certificates shall be of equal dignityand priority without reference to amounts or dates oij-ssue. A certificate of contribution may be shown bythe insurer in its financial statement as a nonadmittedasset in such form and for such amount, if any, andperiod of time as the director may approve.Sec. 9. That section 44-2709, Reissue Revi.sedStatutes of Nebraska, 1943, be amended to read asfollows:

44-2709. ( 1) (a) The association shall submj.tto the director a plan of operation and any amendmentstherete_ necessary otr suitatle to assure the fair,reasonable, and equitable administration of theassociation. The plan of operation and any amendmentsthereto shalI become effectivd upon approval in writinqrby the director.
(b) If the associati.on fails to submit asuj.table plan of operation within one hundred elghtyd_ays following August 24, 1,975, or if at any [imethereafter the association fails to submit'=iit"bl.amendments to the plan, the director shaII, after noticeand hearing, adopt and promulgate such reasonable rulesaDd requlations as are necessary or advj.sable toeffectuate the proviEiene ef seetieai *+-a+g+ to 44_27Ze

Nebraska Life and IIeaIth Insurance Guarantv AssociationAct. Such rules and reoulations shall continue i.n forreunti| modified by the director or superseded by a plansubnitted by the association and lpproved Uy thedl rector.

tB 593
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(2) All menber insurers shall comply with the
plan of operation.- (3) The PIan of operation shalL, in addition
to requirements enumerated in seeticac 14-2791 to
44-242e-the Nebraska Life a
Association Act:

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

(b) Establish the amount and method of
reimbursing members of the board of directors under €he
previeienc cf section 44-2706;

(c) Estabtish regular pl'aces and times for
meetings of the board of directors,- (d) Establish procedures for records to be
kept of aII iinancial transactions of the association,
its agents, and the board of directorsi

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

(f) Establish any addi.tional procedures for
assessments pursuant to the prev*a*cas ef section
44-2708; and

(q) Contain additional provisions necessary or
proper for-itre execution of the Powers and duties of the
association,(4) The plan of operation may provide that any
or all po\{ers and duties of the association, except
those undlr thc prcv*a*ens of subdivision (++, (10)(c)
of section 44-27c7 and thc prcvisicns of section
44-27OA, are delegated to a corporation, association, or
other organization which perforrns or wiII perform
functions similar to those of the assocj.ation, or its
equivalent, in two or more states. Such .a corporation,
aJsociation, or organization shalI be reimbursed for any
palrments made on behalf of the association and strall be
|"ia for its performance of any function of the-association. A delegation made under this subsection
shaLl take effect only lrith the approval of both the
board of directors and ttre director and may be made only
to a corporation, association, or organization which
extends protection not substantially less favorable and
effectivL than that provided by seetiens lt4-27e1 te
44-2?29 the Nebraska Life and Health Insurance Guaranty
Association Act.

Sec. 10. That section 44-271O, Reissue
Revised statutes of Nebraska, L943, be amended to read
as follows:

44-27tO. In additj'on to the povrers and duties
enumerated in seet*eas 41-279* Eo 44-212e the Nebraska
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Life and Health Insurance Cuarantv Association Act:(1) The director shall:
(a) Notify the board of directors of theexistence of an impaired or insolvent insurer not Iaterthan-three days after a determination of impairment orinsolvency is made or he or she receives noti.ce ofimpairment or insolvency;
(b) Upon request of the board of directors,provide the association with a statement of the:premiumsin the appropriate states for each member insurer;(c) When an impairment is declared and theamount of the impairment 1s d.etermined, serve a demandupol the impalred insurer to make good the impairmentwithin a reasonable time- Notice to the impaj.redj.nsurer shaI.l- constitute notice to its shareholdeis, ifany. The failure of the insurer to promptly comply withsuctr dernand shall not excuse ttre associltion fioi theperformance of lts pov/ers and duties under aeetiorlB44-27e+ to 41-272e the act;
(d) In any Iiquidation or retrabilitationproceeding under Nebraska law involving a domesticin-surer, be appointed as the liquidator orrehabilitator. If a foreign or alien member insurer issubject to a liquj.dation proceeding in i.ts domiciliaryjurisdiction or state of entry, the director shaLl beappointed conservatori and
(e) Transmit to the association all claims oncovered policies timely flled wj.th hlm or her pursuantto the previe*eae of Eections 44-LZ7.Ol to 44-fZ7.OS.The association shall thereupoa then be considered totrave been designated as the director's representativepursuant to the previsieas ef section 44-t27.O7, and itshall proceed to investigate, hear, settle, anddetermine such claims unless the claj.mant shalI, withinthirty days from the date the claim is filed with thedirector, file with the director a written demand thatthe claim be processefl in the Iiquidation proceedings asa claim not covered blr seetions 44-l7gl to 44-A7Ae theact. In regard to those claj-ms transmitted to tlreassociation by the director, the association andclaimants shall- have all of the ri.ghts and obligationsand be subject to the same limitations and procedures asare specj.fied in sections 44-I27.O5 to 44-127..L17 forthe determination of claims;
(2) The director may suspend or revoke, afternoti.ce and hearing, the certificate of authority totransact insurance in this state of any member iniurerwhich fails to pay an assessment when due or fails to
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the director may levy a forfeiture on any mem.ber insurer
which fails to pay an assessment lrhen due. Such
forfeiture shall not exceed five per cent of the unpaid
assessment per month, but no forfeiture shall be less
than one hundred dollars Per month;

(3) Any action of the board of directors or
the association may be appealed to the director by any
member insurer if auch appeal j-s taken lrithin thirty
days of the action being apPealed. Any final action or
orier of the director shall be subject to judicial
reviet, in a court of competent jurisdiction; and

(4) Ttre liquidator, rehabilitator, or
conservator of any impaired or insolvent insurer may
notify all interested persons of the effect of ceetieae
44-2?et to 44-2429. the Nebraska Life and Health
fnsurance Guarantv Association Act-

Sec. 11. That section 44-27LL, Reissue
Revised Statutes of Nebraska, L943, be amended to read
as follows:

44-27]-]-. To aid in the detection and
prev:ention of insurer impairments gr-i.IlE.QlyeJlciee3

(1) The board of directors 6haII, upon
tnajorj.ty vote, notify the director of any information
inai.catinq any member j'nsurer may be unable or
potentialiy unafle to fulfiII its contractual
obligations;(2, The board of directors may, upon majorj'ty
vote, request that the director order an examination of
any .ember insurer which the board in good faith
be-lieves may be unable or potentially unable to fulfill
its contraitual obligationB. Ttre director may conduct
such examj.nation. T'he examination may be conducted as a
National Association of Insurance Comnissioners
examination or nay be conducted by such persons' as the
director may desigrrate. The cost of such examination
shall be paid by the association and the examination
report snalI be treated as dre other examination
re-ports, fn no event shall such examination report be
released to the board of directors of the associati.on
prior to j.ts release to the public, but this shall not
Lxcuse the director from his or her obligation to comply
with thc prcv*e*eaa ef subdivisi.on (3) of this section'
The direttor shall notify ttre board of directors when
the examination is compLeted- The request for an
examination shall be kept on file by the director- but
it shall not be open to public inspection. prior to the
release of the examination report to the public and
shall be released at that time only if the examination
discloses that the examined i'nsurer is unable or
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potentiaLly unable to meet its contractual obligations;
-. (3) The director shall report to the board ofdirectora when he or she has reasonable cause to believethat any member j.nsurer examined at the request of theboard of directors may be unable or potentiilly unableto fuIfiIl its contractual obligationi;(4) The board of directors may, upon majorityvote, make reports and recommendations to the diiectoiup_on lny matter germane to the solvency, liquidatj-on,rehabilitation, or conservation of any mimber- insurer.Such reports and recommendations shalI not be consideredpublj.c documents;

(5) The board of directors may, upon majorityvote, make recommendations to the director foi th;detection and prevention of insurer impairments orinsolvenciesi and
(6) The board of directors shall, at theconclusion of any insurer impairment or insolvencv inwhich the association carried out i.ts duties und..seeti6n6 44-2791 te l4-2t?e the Nebraska Life and Healthfnsurance Guarantv Association Act or ixercised an1, ofits powers under eeeti6nB 44-e7el *.e 41-Z?Zeprepare a report on the history and causes of suchimpairmentT or insolvencv based on the informationavailable to the associationT and submj.t such report tothe director.
Sec. L2. That dection 44-27t3, ReissueRevised Statutes of Nebraska, 1943, be amended to readas follows:
44-2713. (1) Nothing in the Nebraska Life andHealth Insurance Guaranty Association Act e.rtie*11-2fel te 11-272e shall be construed to reduce theJ-iability for unpaid assessments of the insureds of animpaired or insolve{rt insurer operating under a plan$rith assessment liability.(2) Records shall be kept of aII negotiationsand meetings in which the association or itsrepresentatives are involved to discuss the activitiesof the'association in carrying out its powers and dutiespursuant to the provis+en6 ef section 44-2707. Recordsof such negotiations or meetings shalJ. be made pubLiconly upon the termination of a liquidation,rehabilitation, or conservation proceeding inv6lving theimpaired or insolvent insurer, upon the termination ofthe impairment or insdlvencv of the insurer, or upon theorder of a court of competent jurisdictj.on. Nothing inthis subsection shall limit the duty of the associa[ionto render a report of its activities as provided inaection 44-2714.
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(3) For the purPose of carrying out its
obligations under seetictis 44-2?el tc 11-272e the
Nebriska Life and Health Insurance Guaranty Associatio-rl
Ag!, th" "tsociation 

shall be deemed to be a creditor of
th" impaired or insolvent insurer to the extent of
assets lttributable to covered policies reduced by any
amounts to which the association is entitled as subrogee
pursuant to subdivision (9) (8) of section 44-2707. AIl
issets of the impaired or insolvent insurer attributable
to covered pollci.es shall be used to continue aII
covered policles and pay aII contractual obliqations of
the impai.red or. i.nsolvent insurer as required by
aeetierra 11-27e* tc 14-?72e the act. Assets
attributable to covered policies, as used in this
subsection, are that Proportion of the assets lrhich the
reserves that sltould frave been established for such
policies bear to the reserve that should have been
Lstablished for alI Policies of insurance written by the
impaired or insolvent insurer.

(4) (a) Prior to the termination of any
Iiquidatlon, rehabilitation, or conservation proceedi'ng,
the court may take into consideration the contributions
of the respectlve parties, including the assocj'ation,
the shareholders and policyowners of the impaired or
insolvent insurer, and any other party r'rith a bona fide
int"..sI in making an equitable distribution of the
ownership rights of suctt impaired or insolvent insurer'
In such i determination, consideratlon shalI be given to
the welfare of the policyholders of the conti.nuing or
successor insurer.

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

(5) It shall be a prohibited unfair trade
practice for any person to make use in any manner of !h-e
protection affoiaea by the Nebraska Life and Health
insurance Guarantv Association Act seetieng llal-27€1 to
4+-2?29 in the sdle of insurance.

(6)(a) If an order for liquidation or
rehabilitation of an insurer domici-led in this state has
been entered, the receiver appointed under such order
shall have a right to recover on behalf of the j'nsurer.
from any affilj"ate, the amount of distributions, other
than stolk dividends paid by the insurer on its capital
stock, made at any time during the five years preceding
the petition for liquidation or rehabj.litation subject
to the limit"tions of subdivisions (b), (c), and (d) of
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this subsection.
(b) No suc4 dividend shall be recoverable ifthe insurer shows that when paid the distribution v/asIawful and reasonableT and that the insurer dj.d not knowand could not reasonably have known that thedistrlbuLion might adversely affect the ability of theinsurer to fuIfiIl its contractual obligations.
(c)

insurer at the
I i able
received
insurer

Any person who was an affiliate of the
tj.me the distrj-butions were paid shall beup to the amount of distributions he such person. Any person who was an affilj-ate of the

distributions v/ere declared
amount of distrlbutions heshall be liable up to the

at the time the

Sec. 13 That section 44-2717, Reissue

such person would have received if they had been paid
immediately. If two persons are l-iab1e wj.th respect tothe same distributions, they shall be jointly andseverally Iiable.

(d) The maximum amount recoverable under thissubsection shall be the amount needed in excess of aIIother availabLe assets of the impaired or insolventinsurer to pay the contractual obligatj-ons of theimpaired or insolvent insurer.
(e) If any person liable under subdj-vision (c)of this subsectj.on is insolvent, aII its affi.Iiates oasuch oerson at the tj.me the dividend was pai.d shall bejointly and severally Ilable for any resultingdeficiency in the amount recovered from the insolventaffiliate.

Revised Statutes of Nebraska, 1943, be amended to readas follows:
44-2717. There shall be no li.ability on thepart of and no cause of action of any nature shal-l ariseagalnst any member insurer or its directors . offi cers

agents- or employees. the association or its agents oremployees, members of the !!g board of directors, or thedirector or his or her representatives for any acti.ontaken by them in the performance of their pov/ers andduties under the pr6visions ef seetienB 44-A7el te44-2729 Nebraska Life and Heal-th Insurance cuaranty
Association Act.

Sec. 14. No person, includino an instrrer.aqent. or affiliate of an insurer. shall make_ publish.
disseminate. circulate. or place before the public. orcause directlv to be made- published_ disseminated.
circulated- or placed before the public. in anynewspaper- maqazine. or other publication. in the formof a notice. circular. pamphlet. letter_ or poster_ over
any radio station or television station- or in anv other

-19- 837



LB 593 LB 593

Sec. 15
Iiouidatlon- rehabilitati"on' or conservation on the
Eiilective date of this act shall be subject to the
provisions of the Nebraska Life and Health Insurance
6ruarantv Association Act in effect on the dav orior to
the effective date of this act.

Sec. 16. That section. 44-27.20, Reissue
Revised Statutes of Nebraska, L943, be amended to read
as follows:

44-2't2O. Sections 44-2701 to 44-2720 and
sections 14 and 15 of this act shall be known and mav be
cited as the Nebraska Life and Health Insurance Guaranty
Association Act.

Sec. 77. That original sections 44-L27'Ol'
44-127.O3, 44-27Of to 44-2'704, 44-2707 to 44-27LL,
44-2713, 44-2777, a\d 44-2'720, Reissue Revised Statutes
of Nebraska, 7,943, are rePealed-

Sec. 18. Since an emergency exi-sts, this act
shall be in fuII force and take effect, from and after
its passage and approval, according to larr.

838 -20-


