January 16, 1990 LB 1012, 1136-1139
LR 235

PRESIDENT NICHOL PRESIDING

PRESIDENT: Good morning, ladies and gentlemen. Welcome to the
George W. Norris Legislative Chamber. We have with us this
morning, as our chaplain of the day, Pastor Gordon Patterson, of
the Calvary United Methodist Church in Lincoln, Nebraska. Would
you please rise for the invocation. Pastor Patterson.

REVEREND PATTERSON: (Prayer offered.)

PRESIDENT: Thank. you, Reverend Patterson. We appreciate your
giving us the invocation this morning. Please come back. Roll
call, please.

CLERK: I have a quorum present, Mr. President.

PRESIDENT: Thank you. Do you have any messages, reports or
announcements today?

CLERK: Mr. President, just one item. I have three reports from
a variety of Natural Resource Districts regarding payment of
attorney fees. Those reports are required by statute, will be
on file for member review in my office. That's all that I have,
Mr. President.

PRESIDENT: While the Legislature is in session and capable of
transacting business, 1 propose to sign and do sign LR 235.
Move on to introduction of new bills.

CLERK: Mr. President, new bills. (Read LBs 1136-1139 by title

for the first “ime. See page 329 of the Legislative Journal.)
That's all that I have, Mr. President.

PRESIDENT: Move on to the motion by Senator Wesely, please.
CLERK: Mr. President, Senator Wesely would move to withdraw
LB 1012. That motion was filed on January 12. It's found on
page 309 of the Legislative Journal.

PRESIDENT: Senator Wesely, please.

SENATOR WESELY: Thank you. Mr. President and members, 1 rise
to ask the eternal question of what are we here for? I ask that

question in light of this particular motion because it's clear
that what we are here for in the Nebraska Legislature 1is to
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January 18, 1990 LB 161, 1136-1171, 1181-1194

Nr. President, finally, | have a referencereport referring
LBs 1136-1171. (See pages 373-74 of the Legislative Journal.)

Nr. President, announcenent, the Speaker would like to hold a
chairmen's meeting t omorrow norning at ei ght-fifteen jp
Room 2102. The Speaker is calling a chairnmen's nmeeting tonorrow
morning at eight-fifteen in Room 2102. That is all that | have,
Nr. President.

PRESI DENT: Do we have sonme new bills, Nr. Cerk?

CLERK: Nr. President, new bills: (Read LBs 1181-1194 by title
for the first time. See pages 374-77 of the |,egislative
Journal.) That's all that | have at this time, Nr. President.

PRESI DENT: We' Il nove on to General File, LB 161, Nr. Clerk.

CLERK: Nr. President, LB 161was a pj|| that was originally
i ntroduced by Senators Rod Johnson, Scofield, Coordsen, Baack,

Vi hi ng, Schel | peper and El mer. (Title read.) The bill was
introduced on January5 of |ast year, Nr. President. It was
referred to the Agriculture Conmttee for public hearing. The
bill ~was brought to the floor with committee gmendments
attached. It was considered on April 5, Nr. President.” "aA{that
time Senator Johnson made a notion to pracket the bill until
January 1 of  this year. | have pending the committee

amendrments. They have not been adopted yet, Senator.

PRESIDENT: Senator Rod Johnson, please.

SENATOR R. JOHNSON:  Nr. President and nmenmbers, the conmittee
anendnments are rel atively straightforward. |t js sinple but |
woul d like to share themw th you and jndicate that hopefully
they are noncontroversial. There are four parts +tg the
conmi ttee amendnent. The first requires the Departnent of
Agriculture to useother agencies when enforcenent Is necessary
in the question of water quality. The Departnent of Agriculture
Xxs the lead agency in inplementing this bill, but in many (gges
we have expertise, especially with water quality and other areas
i ncl udi ng the Departnent of Environmental Control, through their
work; the Departnment of Health for the Safe Drinking Water Act
and the State Resources Office and there is just 5 vyariety of
different agencies that | think the departnment could turn t(}, for
assistance and | think the inportant thing is to nmake sure that
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February 16, 1990 LB 313, 663A, 799, 896A, 902A, 1004A, 1064A
1136, 1219, 1241

PRESIDENT NICHOL PRESIDING

PRESIDENT: Welcome to the George W. Norris Legislative Chamber.
We have with us this morning cur own Reverend Harland Johnson.
Would you please rise for the invocation.

BARLAND JOHNSON: (Prayer offered.)

PRESIDENT: Thank you, Harland Johnson. We appreciate you
again. Roll call, please. Record, Mr. Clerk, please.

CLERK: I have a guorum present, Mr. President.
PRESIDENT: Do we have any corrections to the Journal today?
CLERK: No corrections, Mr. President.

PRESIDENT: How about messages, reports, or announcements?

CLERK: Mr. President, Enrollment and Review reports LB 663A,
LB 896A, LB 1004A, LB 1064A, and LB 902A to Select File, as well
as LB 313 to Select File with E & R amendments attached. (See
pages 838-32 of the Legislative Journal.)

Mr. President, 1 have received a series of priority bill
designations; Senator Landis has selected for the Banking,
Commerce, and Insurance Committee LB 1241; Senator Beyer,

LB 799; and Senator Landis personal priority or LB 1136.

An Attorney General's Opinion addressed to Senator Lowell
Jochnson on LB 1219. (See pages 839-41 of the Legislative
Journal.)

Two reports, Mr. President, the first from the Nebraska Energy
Office, and a second, Mr. President, reccived from US Ecology
regarding notice of final selection. Both of those will be on
file in my office.

PRESIDENT: Is that all? Thank you. We will move on to the
confirmation report of Senator Haberman's.

CLERK: Mr. President, your Retirement Systems Committee chaired

by Senator Haberman offers a report found on rage 833 for
Ms. Connie Witt to the Public Employees Retirement Board.
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February 22, 1990 LB 315, 602, 856-858, 874, 875, 891, 893
906, 907, 957, 964, 966, 984, 997
1013, 1090, 1105, 1119, 1136, 1228, 3.246

all voted? Have you all voted? We're voting on the advancenent
of LB 1090. Pl ease vote. Have you all voted ? sSenator Wthem

SENATOR WTHEM Yeah, it appears as though we need another four

votes, sc | would ask that we...the house be brought under call
and | will accept call in votes.

SENATOR LABEDZ: Thank you, Senator. shall the house go under

call? All those in favor vote aye, opposed nay. Record
Mr. Clerk. '

CLERK: 14 ayes, 0 nays to go under call, Midam President.

SENATOR LABEDZ: The houseis under call. All unauthori zed
personnel, please | eave the floor. Senators in their offices,

pl ease return to the Chanber and record your presence. The

house is wunder call . Pl ease return to the Chanber and record

your presence. Senator Wthem has requested call ins.

CLERK: Senator Chizek voting yes. Senator Lindsay voting yes.

Senator Smith voting yes. Senator Morrissey voting yes.
Senator Byars, you had voted yes, Senator.

SENATOR LABEDZ: Have you all voted' ? Record’ Mr. Clerk.

CLERK: 25 ayes, 2 nays, Madam President, gnthe advancement of
LB 1090.

SENATOR LABEDZ: LB 1090 is advanced. Mr. Clerk, we'll go to
the 1990 Speaker priority bills, LB 1032. The call is raised.
M. derk, you have sonmething to read in the record?

CLERK:  Yes, Madam President. Your Conmittee on Enrollment and
Revi ew reports LB 1228 to Sel ect File; LB 1105, Select File;

LB 1119, Select File, those signed by Senator Lindsay. Banking

Comrerce and Insurance Conmittee, whose Chair is Senator Landis,
reports LB 1136 to General File with amendnents attached, gjgned
by Senator Landis as Chair. The Enrolling derk has presented
to the Governor bills read on Final Reading this norning.

LB 602, LB856, LB857, LB858, LB874, LB875, LB891, LB&%%’,
LB 906, LB 907, LB957, B 964, LB 966, LB 984, |353_97_’ nd
LB 1013.) Ref erence report referring LB 1246 to Ju |C|ary?or
public hearing, as well as certain gubernatorial appointments
for confirmation hearing. Amendnents to be printed to LB 315 by
Senator Coordsen andHefner; gnd Senat or Conway has anendment s
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March 2, 1990 LB 1018, 1136

Nostradamus' prophesi s that the end of the world is close when
Senator Chambers agrees with both Elroy Hefner and Chris Abboud
in the same session.

PRESIDENT: That's correct. (Laughter.)

SENATOR LANDIS: And I would suggest that we send one of our
Sergeant-at-Arms to go down to the university campus and look at
those columns to see if any of them are wobbling or are in
danger of falling over as perhaps the first portent of the end
of the world, just as a sailety measure for all of us in the
building. That's off the top of my head.

PRESIDENT: Senator Beck, please.

SENATOR BECK: Mr. Chairman and members, I just wanted to add a
few words here. I appreciated all the discussion this morning,
that is before we had lunch on this, on this bill. And I think
it's very important. And I'm glad to see that those people that
are usually on opposing sides...what? They what? Okay. I
don't know what's happening. But, anyway, I just wanted to help
Senator Abboud move his bill. I didn't know if Senator Landis,
if that was debate on the bill or not. So I just wanted to
support him and I know that my constituents would like to see
it. Thank you.

PRESIDENT: Okay. Senator Abboud, would you like to close?

SENATOR ABBOUD: No.

PRESIDENT: No. The question is the advancement of the bill.
All those in favor vote aye, opposed nay. Now we're in gear.
Record, Mr. Clerk, please.

CLERK:: 25 ayes, 0 nays, Mr. President, on the advancement of
the bill.

PRESIDENT: The bill is advanced. LB 1136. Raise the call.

CLERK: Mr. President, 1136 was a bill introduced by Senator
Landis. (Read title.) The bill was introduced on January 16,
referred to Banking, advanced to General File. I have committee
amendments pending by the Banking, Commerce and Insurance
Committee. (Standing Committee amendments appear on page 930 of
the Legislative Journal.)
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March 2, 1990 LB 1136

PRESI DENT: Senator Landis, please.

SENATOR LANDI S: Thank you, M. President, penbers of the body.
V\hep LB 1136 cane in, and_lf_ you | ook at our subject index
you' Il find that it originally was a change to the Uniform
Commercial Code, Article 4A. However, because of the exigencies
of the session, the commttee adopted a series of amendnents g

the bill and deleted its original material. |thas been now
altered, as your one line indication to a bill, an omibus bill
with respect to provisions on insurance. One portion of these
comr ttee anmendnents are a portion of a bill that's already been
before us and has noved from Select File to Final Reading.

Select File, when this bill isthere, if it gets there, | vaIn

nmove to strike that. But the provisions generally in this

are generally on the subject of nedical and health insurance in
one formor anot h_er, although there are sone related provisions
that are also in the bill. The pil| originally takes. . or
actually the comm ttee anendnents originally work around an

bill, which the Department of Insurance asked us to introduce
and was a committee bill. HVMOs are health maintenance
organi zations, they're related to insurance because you pay
prem uns and then get the services bit by bit, as you require-
them in an HMO. Nationally, this formof business 0rgani zation
occurred in the late sixties and early seventies. |t's had its
heyda¥], and in recent years has cone on sone hard tines. HMOs
have had some failures around the country. \e've had an HMO
fail in Nebraska as well. And HMOs have to be well financed and
wel| capitalized because it's relatively easy to get into a
situation when you have people buying these servicesbut,
because of the costs and the failure to set aside funds and
reserves, an HMO can get in trouble financially,ynless it is
wel I managed and has placed noney aside. Our ori gi nal ng40
language in this state is now about 12 years old, 15 years old,
and the state of the art for HMO regul ation and ga|so operation
has changed considerably since those times. over the sunmer
fuel ed by the changes that have occurred in HMOs ~ 4 the fact
that we have had a recent failure, the Departnent of qnsurance

called in the HVOs. They sat around as a task force and
reviewed a recent uniform]aw suggested to the states by the
Nat i onal Associ ation of |nsurance Conmi ssioners. The NAIC is

formed of the comm ssioners and their staffs fromthe various
states who try to draft up nodel pieces of legislati'on g, t he
regul ation of insurance. And when they finally have done that
work, they send themout to the gtates for adoption. The
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wor ki ng model from which we' ve drafted this HNO | anguage is, in
fact, an MAIC nodel. But then we brought. it to Nebraska, Bill
McCartney and Bob Lang chaired a task force, brought in HNO
menbers fromall of the HMOs in Nebraska, they reviewed the bi I'Y

to harnonize it to the way we do business in Nebraska and those
provisions are here. It includes, for example, gych hings as
requiring quality assurance prograns, to keep t Re quafl tyghl gﬁ;

a grievance procedures for people who are nenbers ogf HNOs who
want to aggrieve how they have had their costs or services

performed inside the HMO, a [initation of investnments by HNOSs

and their funds to ensure that they' |l be solvent and secure;
exam nation of HNOs to make sure that +they are as sound and
secure as institutions; to rovide for mechani sm of

rehabilitation should they fall on hard times, l'i qui dati on

if they become insolvent; requiring the harnopnization of the way
we tax HNOs to thenormal premiumtax for insurance conpanies.
Those kinds of provisions are working nodels, first in the NAIC,
and t hen by thi_s task force with local HNGs. A second provision
in the bill is nodel |anguage with respect to Medicare
suppl enment insurance. This is, asyouknow, is insurancebought
in the private marketplace to supplenent the benefits that one
m ght get from Medicare.  However, sone of the policies that

have been sold nationw demirror exactly the benefits that one
woul d receive from Nedi care. And because they then are able

advertise that they' re covering these things, it nmakes you Iooﬁ
like you' regetting a good deal, but the policies serve to
sinply duplicate what you get in Medicare benefits. apdthen

if you can get themthrough Nedicare, then the policies don' "t
cover them so, in fact, it's illusory coverage. agditionall y

it changes the way in which insurance conpanies (5, compensat,e
these kinds of I nsurance sales personnel to keep them from
selling additional and nultiple policies, gr to get people to
change from one company to another, thereby increasing their
risk of being wthout coverage since they mght run afoul "of the
new conditions in the new company. These provisions gre
identical to the provisions that were in LB 983, whichis as |

said on Final Reading, and on Select File, if this bill gets
t here, I Il move to del ete these provisions, since we don't need
to duplicate them A third thing this bill does and this
conmi ttee amendnent does s to make slight changes in our
Conprehensive Health |nsurance Pool, the CHI P Act, which we
formed a nunber of years gago, at ‘the suggestionof Senator
Wesely, who serves on the Banking, Commerce and Insurance
Conmittee, and who approves of these changes. One of t he
changes is to provide that the 12 nonth waiting period, to
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reenter the pool, does not apply when one has received \edicaid
benefits and becone ineligible for those Medicaid benefits. The
operating principle as to why that 12 month waitingperiod
exi sts makes no sense with respect to Medicaid pepefits. since
they' re not by another private insurer, which is the rationale
for this provision to begin with. secondly, CH P nembers could
expect to pay above market rates since, asa pool, theywind up
being I ess healthy than normal health insurance pools. e have
had, in the past,our policy prices for CH P pool adherence or
clients approximate the amount of noney they would pay 4, the
private marketplace,in other words, underval uing menbership in
CHI PS. So one of our provisions is to put a targét range. CHIP
policies should cost at |east 125 percent of market because, 54
a pool, they are sickerthan the rest of the market, they' Te
nore expensive, and in that sense, they should not approxi mate
market conditions and become a viable conpetitor to the
mar ket pl ace. But, not only should there be a minimm there
shoul d be a maximumas well. Now the maxi mum currently exists
inlaw. There is no minimumin current law. Byt the maxi mumis
165 percent of the market. This drops that to 155 percent  of
the marketplace. Thesev\ﬂrovisions are not only acceptable to
the health care providers 0 are strong supporters of the
program but these provisions are al so acceptable to the general

insurance | obby in the state as well. Additional Iy, the CHIP's
programis capabl e of subrogating paynments nmade by a third party
to a person insured by the pool, in gther words

. . ,, to th tre
costs of the pool and to gain reinbursenentfor the CH P pool,
i f necessary. Another provision for this measure is g repeal
our ex' sting service contract |aw. Upon study of this, some of
the Banking, Conmerce and Insurance Conmittee found that the
service contract |aw was going to run afoul of small contractors
and other small pusinessnmen in the-state, particularly in
Lincoln and Omaha, who provide service...contract ervices  and
yet who have no history of presenting any fraudul ent consuner
problemto this state. Sowe are repealing the service contract
law because the people who are covered by it don't cause
problems, and the people who aren't covered by it are the ones
who are causing problems. This general repeal is acconpanied by
a placenment of a limted service contract set of provisions that
cover new notor vehicle service contracts when there is a
speci al kind of financing arrangement used tg cover those
situations. It requires that there be a formof reinsurance, if

you will, to make sure that should one of these companjes
providing these new notor vehicle service contracts goes Belnly
up, that there is paynment for consuners. Lastly, there is a
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change to our underinsured motor vehicle coverage insurance. It
is now written in the most difficult and obscure fashion
possible, it's impossible to read on its face and to know what

it means. It is also possible to be offered in a way that is,
in fact, totally illusory for coverage and provide the
beneficiary with no value. This change will essentially make

underinsured motorist coverage excess coverage and have real
meaning. ..

PRESIDENT: One minute.

SENATOR LANDIS: ...for the purchaser of such insurance. It is
not mandated, it is only a mandated offering, that means it must
be offered to the consumer, but the consumer need not purchase
it. I would move for the adoption of the committee amendments.

PRESIDENT: Thank you. Senator Abboud, please.

SENATOR ABBOUD: Waive.

PRESIDENT: Okay, Senator Warner, please. Senator Warner.
SENATOR WARNER: Mr. President, a gquestion, as I understand
this, the committee amendment is...permits the priority bill to
be wused for five bills, which procedurally I have no problem
with. Would these all be considered germane? I'm not really
thinking about your bill, Senator Landis. I'm thinking about a
new process that will become part of the legislative procedure
by wusing a conmmittee to put several bills together. And I was
just hoping they were all similar in nature.

PRESIDENT: Were you asking a question, Senator?

SENATOR WARNER: Of Senator Landis, yes.

PRESIDENT: Yes, Senator Land:is.

SENATOR LANDIS: There are two restrictions, as you know, on the
way that we do business. One is germaneness, which is our own
rule, and one is the single subject...

SENATOR WARNER: Right.

SENATOR LANDIS: ...rule. Germaneness has always held that
committee amendments are germane to the bill. So that with
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respect to gernmaneness, t_hat standard, historically, is net when
a commttee amends a bill. Wwth respect to a single subject,
that is a matter of interpretation by a court. Three of these
measures all revolve around health insurance jssues, the
Medi care suppl ement, the HMO, andthe CHIP program. The other
two are not in the health insurance fields. They are bills that
have been t hrough the conmi ttee, were heard and were reported
out unaninously after having had a public hearing. I am
prepared to | et thecourts decide if there is a single subject
or not, that is the standard which would be applied. pg;t with
respect to germaneness, under our historical precedent, these
are germane.

SENATOR WARNER: That may not be avery good precedent either.
But that's not ny point right now. Are you suggesting there may
be a question on two subject matters,orare you just saying

that you recognize the judicial system has that r’ight, with
which we all agreeP

SENATOR LANDIS: There would be that question with any bill.
There certainly would be with this one, g5 well.

SENATOR WARNER: |t could be?

SENATOR LANDIS: ~ Oh, sure, sure. Any bill here is susceptible
to challenge on that basis.

SENATOR WARNER: Let me rephrase the question. pgo| have
grounds to feel that that m ght be the case?

SENATOR LANDI S: You m ght have grounds to feel that there is
that situation.

SENATOR WARNER: |s there anything about the legislation that is
necessary that we' re not jeopardizing anything, if that is the
case, it wouldn't nmake any difference'?

SENATOR LANDI S: Yes, two things that | can think of. In  the
first place, there is a federal mandate to pass the Medicare
suppl ement | anguage. The second thing is that there gre about
90 businesses in QOmha, small contractors, that are probably
Bresenti ng no problems to consumers, that we know of, \ho wi |1
e faced with an obligation of a 40 percent .reserve requirene {
whi ch woul d basi cal |y bankrupt them
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SENATOR, WARNER: So, that..

SENATOR LANDIS: | nean if you want to run 90 busi nesses out of
busi ness in Onmaha, don't vote for the bill.

SENATOR WARNER: | don't think that's my question.

SENATOR LANDI S: You asked nme if there was sone reason why ipig
action needed to be taking place jnmediately, and |'d say
runni ng 90 busi nesses out of business is sone imedi ate need.

SENATOR WARNER: Okay, | understand.

SENATCR LANDI S: That's ny personal definition, you may choose
it differently.

SENATOR WARNER: Wth that, | agree. | would not want to
jeopardize it by intentionally putting in a potentially
unconstitutional two-subject bill, that's why I'mtrying to | ead
to is there something that is needed to be done. |'mnot trying
to hassle, Senator Landis, |I'mtrying to arrive at a decision,
because obviously this will be a practice that can grow and
gen_erate to really be sonmething useful on a daily basis, znnual
asls, excuse me. (Laughter.) Well, thank you for your help.

PRESIDENT: Thankyou. Senator Wsely, please.

SENATORWESELY:  Thank you. | would only rise and say that this
is nda an unprecedented nove whatsoever to try and pul |
different bills together. w just had...Senator Lamh had a bill

that had seven or eight different pieces of |egislationfrom
farmtrailers to | don't even know what all we got in that bill.
But | know it wasn't all dealing with farmtrailers. angq so I
al so know a couple of years ago we had | egislation deapl'ng with
a nunber of clean-up bills that we put together, closer to ten

different pieces of |egislation together. I think that,
frankly, the Landis anendrent is fine. | thin t hat e do
string together different legislation that all deal with subject

matters wunder the Banki ng, Commer ce and | nsurance Comittee.
The committee did meet and decide that these were all worth
pi eces of legislation that wi thout this amendnment woul d not Iina\ye
a chance of passagethis year. sp | understand Senator Warner's
concern, it sinply is not unusual, or unique, or unprecedented
to do this. And | wouldrise in support of the conmittee
amendments.
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PRESIDENT: Thank you. Senator Abboud, please.

SENATOR ABBOUD: Mr . President, col | eagues, | wasn't going to
comrent as to the committee anendnents or the bill. gyt | think
there...l think I should have a couple of words {4 (discuss as
far as with the pieces of |egislation that we did place in

within the conmittee. They were bills that needed to be passed,
and we werefaced with the situation of trying to get a nunber

of pieces of legislation enacted into |aw. They are all wathy
pi eces. I think that the conmittee amendnents are fine.
think that the | egislation is fine, and | would urge the

advancenent of the bill.

PRESI DENT: Thank you. Would you like to close on the conmittee
amendnents, Senator Landis, please.

SENATOR LANDI S: Just to state that every itemin here has had a
public hearing, has had adequate notice, has been voted on by
the committee, has been reported oyt unani nously. But it '~
true, there is a lunping together of these issues. Wwth respect

to three of them there is the shared interest in health
i nsur ance. W th the other two remaining jtens, there is an
update in the insurance code. \ guess is that |ast year, when
we passed the Omibus I nsurance ACt, which took care of fees for
agents, capitalization rates for conpanies, the powers i tp

department on |iquidation across a nunber of different kinds 0?
i nsurance, we may run afoul of the same Constitution principle.

It's possible, don't know, these are natters for a later tine
for the judiciary to apply with respect to whether or not (pere

is anunderlying code. This, basically, makes omibus changes,

it's true, but changes that have the support of t(he pody, at

I east the committee anyway, who have had public hearings and who
general Iy update our code for contenporary circunmstances, hich

the committee is conpelled to feel that action should be i;1en.

I would nove the conmittee amendnments.

PRESIDENT: Thank you. The question is the adoption of the
commi ttee anmendnents. Ch, Senator Warner, your light came on.
Did you. ..The question is the adoption of the committee
amendnments. All those in favor vote aye, gpposed nay. Record,
Mr. Clerk, please.

CLERK: 25 ayes, 0 nays, Mr. President, o5 adoption of committee
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amendments.

PRESI DENT: Commi ttee anendnents are adopted. Anything else on
it, Nr. Clerk?7

CLERK: Not hing further, Nr. President.

P RESIDENT: Senator Warner, your light is on. Did you
wish....Okay, would you like to open on it first, Senator
Landis, then we' Il call on Senator \Warner.

SENATOR LANDI S: Having described thepj|] in the committee
amendnments, and it now being the bill, | would nove for its
advancement.

PRESIDENT: Thank you. Senator Warner, please.

SENATOR WARNER: Nr . Presi dent, | J ust wanted to make one
addi tional comment on the conment | was nmaking earlier so it' s
not msunderstood. | don't really... | have a legitimte concern

Chat we are miXxing two subject matters. Sut...and that we're
not stretching geLmaneness b%/ Che excuse, even thoughit's
within the rules, for the coomittee. Sut what | would like to
say about the process is that | think we healL about too many
bills being introduced. |I think it's not. a bad process that you
have individual bill s so that there is the opportunity for
public hearing on separate items, rather than had the sane bill
introduced with five different things in it to start with.
And. . . because that becones a much nore difficult process, and so
even though |I have sone Leaervations to msuse, | do not suggest
this is a msuse. And it's very proper to reduce the nunber of
bills bydOIng this. Sut | think it's al so excel lent. t.o
introduce as single subject natter bills for purposes oI‘ public
hearing.

PRESI DENT: Thank you. Senator Landis, would you like to ¢|ose
on the advancement of Che bill7

A VINATAft fahNPfffl I 11 close andf aml, tfum'tttitad by t ttttt
conmttitt, 1, t.'uo, wuuld t'kfid s piuueh<rtl *tfi'ssmstttyy ch ¢ hat,
And 1st me assure Chs body, once 1gsi», that each of the

meatut'es hers has had a spirt.s fitpllc hsarintf cott ectl
I(lelttifisd Co Chi fxtblic ix Cu what Wa@ in tn_a melsutqe, Nét:ttley

watt givall attpttL'at» hetlL'ittgs wsL'elieltl 1 |R| 1ctiolt wis tlken
AlLd Chat pL'ocess was adllet;ed Co ili 'Cilia elttlatiotl  1pa)k yeti
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PRESIDENT: Thank you. The question is the advancenent of the
bill. Al'l those irfavor vote aye, opposed nay. Record,
Mr. Clerk, please.

ASS| STANT CLERK: 26 ayes, 0 nays on the notion toadvance the
bill, M. President.

PRESI DENT: The bill is advanced. LB 1222.

ASSISTANT CLERK: LB 1222 was introduced by Senator Hartnett and
a nunber of other menbers. (Read title.) The bill was read for
the first tinme on January 18th, was referred to the Health and
Humen Services Committee. That committee reports the bill back
to General File with committee anendnents, Mr. President.

(Standing Conmmittee amendnents appear on page 971 ofthe
Legi sl ative Journal .)

PRESI DENT: Senator Wesely, please.

SENATOR WESELY: Thank you, M. President, menbers of the
Legislature . LB 1222 deals with the Foster Care Revi ew Board
and their ability to have standing in court. The comittee did
hear the bill and found some need for sonme anendnents. rgi st
off, Section 2 and Section 3 are stricken fromthe bill. i yas
felt that those particular sections caused some problems and
were not nNecessary, and so it was felt that they needed to be
stricken fromthe bill." ~ \wedid... .Thosedeal with access to
domestic violence records, and there were some restrictions
about that access that would have been violated by those
sections of |aw. We al so, on child abuse and negl ect ‘reports,
and the access provided to the Foster Care Review Board would
not include the names of the persons that nade the reports.
This is to protect {hose individuals that might turn in
individuals for child abuse or neglect. Andsowe wanted the
Foster Care Review Board to have access to those reports, but
didn't want themto necessarily know who it was that turned in

t hose indi viduals, so we wanted to maintain that
confidentiality. We also required guardian g4 |jtems to file
reports at disposition hearings, which would be every six
nmont hs. Currently theyaren't required {5 have any written
report. And it was felt that it would be a&/vantagé/ous t0, on
that regular basis, have those reports to review. That
particular element, | talked to Senator Hartnett with, gndthere
are some concernswith. |'d prefer at this tine to adopt that
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March 2, 1990 LB 96, 98, 118, 304, 307, 317, 428
430, 473, 518, 536, 675, 677, 735
770, 796, 797, 896, 898, 899, 905
920, 998, 999, 1018, 1019, 1031, 1125
1136, 1170, 1198, 1207, 1211, 1220, 1222

PRESI DENT: Ckay, the question is the advancenent of the bill.
All those in favor vote aye, opposed nay. R&ord’ Mr. Clerk’
please.

ASSISTANT CLERK: 26 ayes, 0 nays on the advancenent. of the
bill, M. President.

PRESIDENT: LB 1222 is advanced. M. Cerk, anything for the
record?

ASSI STANT CLERK: M. President, | have a series of items. vyqur
Committee on Appropriations, whose Chairperson is Senator
Warner, to whomwas referred LB 1031, reports the bill to th

full Legislature with committee anendnents; LB 1125, to Genera
File; LB 920, to Ceneral File; LB 1170, to General File with
amendmentsl LB 536, General File with anendnents; LB 1220, to
General Fileg LB 896, to General File; LB 898, to General ile:
LB 899, to General File; LB 96, indefinitely postponed; EI% gs,
indefinitely postponed; LB 118, indefinitely postponed;
indefinitely postponed; LB 307, indefinitely postponed; IIZE %‘%
indefinitely postponed; LB 428, indefinitely postponed;
indefinitely postponed; LB 473, LB 518, LB 675, LB 677, Ilfg 47158
LB 770,LB 796, LB 797, LB998, LB 999, |B 1198, LB 1207, all

i ndefinitely postponed; and LB 1211 and LB 905, advanced to
General File with commttee anendnents. (See pages 1131-37 of

the Legislative Journal.)

Senator Landis would ask to print amendnments to LB 1136 in the

Journal. (See pages1137-38 of the_ |egjslative Journal
Senat or Warner has asked to announce an Execgtlve gessi on o? th?a

Appropriations Committee jn Room 1003, upon adj ournnent today.
And | have a request from Senator Ashford to add his name to
LB 1018 and LB 1019.

PRESI DENT: No objections, so ordered.

ASSISTANT CLERK:  Then, M. President, | have a. Pri ority notion.
Senat or Hanni bal woul d nove that we adjourn until Mrch™ 5, 1990,

at 9:00 a.m.
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March 7, 1990 LB 42A, 81, 220A,369A, 579, 830, 831
863, 880A, 888, 917, 922, 923A, 932
938, 954, 956, 978, 987, 987A, 1018
1022, 1037, 1050, 1067, 1077, 1090A, 1102
1136, 1178, 1199, 1222

SPEAKER BARRETT: Thank _you You have heard the nption by
Senator Wesely to recess until one-thirty. All in favor say
aye. Opposedno. Carried. Wearerecessed. (Gavel.)

RECESS

SPEAKER BARRETT PRESIDING
SPEAKER BARRETT: Roll call. Record’ Mr. Clerk.
CLERK: | have a quorum present, Nr. President.

SPEAKER BARRETT:  Thank you. Anything for the records

CLERK: M. President, | do. Bj|ls read on Final Readi ng, this
nmor ni ng, have been present ed to the Governor 45g g
(Re. LB 1022, LB 81, LB 956, LB 1050, LB 863, LB 938 L% %32

LB 917, LB 888, LB 831, LB830, LB 579, LB 1199, LB 922, LB 954,
LB 978, LB 987, LB 987A, LB 1037, LB 1067, LB 1178, LB 1102, 4
LB 1077.)

Your Committee on Enrollnent and Review reports I B 1018,
LB 1136, LB 1222, LB 42A, LB 220A,LB 369A, LB 880A, LB 923A,
LB 1090A to Select file, some of which have Enrollnment and
Revi ew amendments attached, Nr. President. (See pages 1233-36
of the Legislative Journal.) That's all that I have,
Nr. President.

SPEAKER BARRETT: Thankyou. perhaps a very brief announcement
fromthe Chair regardi ng our deliberations tonorrow. It is ny
hope that we can work through the lunch hour tonmorrow, it the
thought in mind that we can adjourn a little early tomorrow ¢4,
the [ong weekend. It's ny intent, at the present tine, to work
through the = noon hour tomorrow, and ook toward an early

adj ournnment tonorrow afternoon. Contrary to previous stat ement’s

made by =~ the Chair, it will not be ny intent to schedule
appropriations bills tonorrow, budget bl||S t onor r ow. L

be | ooking at t hem, probably, Nonday or Tuesday of next Wee .
Wewill continue with the agenda tomorrow with some Final
Reading, probably sonme Select File, and perhaps senator
priorities on General File. Any questions? N . Clerk, would
you bring us up-to-date.
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March 8, 1990 LB 164, 164A, 259A, 260, 260A, 313, 313A
348, 542, 594, 642, 678, 843A, 855
855A, 953, 953A, 965, 980, 980A, 1032
1136, 1236
LR 239

CLERK: 25eyes, 0 nays, Nr. President, gn the advancenment of
843A.

SPEAKER BARRETT: LB g843Ais advanced.
the record, Mr. Clerk? Have you matters for

CLERK: | dO, Nr. President. Amendments to be prl nted to

LB 1136 by Senator Landis. (See page 1289 of the Legislative
Journal.)

Your Committee on Enrollment and Review respectfully reports
they have carefully exami ned and engrossed LB 164 and find the
same correctl y engrossed; |B164A, LB 259A, LB 260, |,B260A,
LB 313, LB 313A, LB 348, LB 542, 1B 594, Zg 855
LB 855A, LB 953, LB 953A, LB 965, LB 980, LB b%g , LB 1|O%2 and
LB 1236, all of those reported correctly engrossed.

pages 1289-92 of the Legislative Journal .) 9 (See

| have an expl anation of vote from Senator Barrett

Mr. President. See page 1292 of the LegislativeJ] |
regarding LB 642.)( pag 9 ourna

That's all that | have.

SPEAKER BARRETT: Thank you. The Chair is pleased to note that
Senat or Ashford had some fourth graders fyrom Christ the King
School in Omaha, District 6, with their teacher. are you folks

still with us in the south balcony? Apparently they have | ust
left. Nr. Clerk, LR 239CA.

CLERK: Nr. President, LR 239CA was a resol ution introducedby
Senat or s Wthem V\Arner, |_|ndsa , Barrett ) and ihi g It
proposes an amendnment to Article VII, Sections 18\éan8 13 of the
Nebraska Constitution as well as Article XlIIl, Section 1. The
resolution was introduced onJanuary 16 of this year. aithat

time, Nr. President, it was referred to the Education cynyrittee

for public hearing.  The resolution was advanced to General
File. I do have Education Commttee anmendnents pendi ng.

SPEAKER BARRETT: The Chair recognizes the Chairman of the
Education Conm ttee, Senator Wthem

SENATOR WITHEN: Yes, Nr. Speaker, menbers of the body' this is
the time of year when you would rather not have your personal
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March 13, 1990 LB 1031, 1136
LR 239, 278, 281, 282

SENATOR WITHEM: If for no other reason, we need this particular

bill for that particular reason. I would urge you to advance
LR 239CA.

PRESIDENT: Thank you. The question is the advancement of the
bill. All those in favor vote aye, opposed nay.

SENATOR McFARLAND: A call of the house and a roll call vote.
PRESIDENT: Thank you, Senator McFarland. Senator McFarland has
asked for a call of the house and a roll call vote. The
question is, shall the house go under call? All those in favor
vote aye, opposed nay. Record, Mr. Clerk.

CLERK: 26 ayes, 1 nays to go under call, Mr. President.

PRESIDENT: The house is under call. Would you please record
your presence. Those not in the Chamber, please return to the
Chamber so that we may continue. Roll call vote has been
requested. Looking for Senator Haberman, Senator Labedz,
Senator Jacky Smith, Senator Chambers, Senator Lynch, Senator
Morrissey. We are still looking for Senator Lynch. Senator

Lynch is here and the question is the advancement of the bill.
Will you please listen quietly so that the Clerk may hear your
response. Mr. Clerk, please.

CLERF.: (Roll «call vote taken. See pages 1324-25 of the
Legislative Journal.) 26 ayes, 19 nays, Mr. President, on the
advancement.

PRESIDENT: The bill is advanced. Do you have anything for the

record, Mr. Clerk?

CLERK: I do, Mr. President. I have amendments to be printed by

Senator Chambers to LB 1031. (See page 1325 of the Legislative
Journal.)

PRESIDENT: The call is raised.

CLERK: Senator Landis to LB 1136. New resolutions, LR 281 by
Senator Baack. (Read brief explanation.) LR 282 by Senator
Lynch and Wesely. (Read brief explanation.) I have an
explanation of vote by Senator Haberman, and a series of adds to
LR 278, Mr. President. That is all that I have. (See

10970



March 22, 1990 LB 101%A, 1136

SPEAKER BARRETT: Chairman Lindsay.

SENATOR LINDSAY: Mr. President, 1I...did you say there were
E & R amendments? Mr. President, I move that LB 1019 be
advanced to E & R final.

SPEAKER BARRETT: Any discussion? Seeing none, all in favor of
the advancement of LB 1019A say aye. Opposed no. Ayes have it.
Motion carried. The bill is advanced. LB 1136, Mr. Clerk.

ASSISTANT CLERK: Mr. President, the first item on 1136 is E & R
amendments.

SPEAKER BARRETT: Senator Lindsay, on the E & R amendments.

ZENATOR LINDSAY: Mr. President, I move the adoption of the
E & R amendments to LB 1136.

SPEAKER BARRETT: Any discussion? Shall the E & R amendments to
1136 be adopted? All in favor say aye. Opposed no. Carried.
They are adopted.

ASSISTANT CLERK: Mr. President, the next item I have is an
amendment from Senator Landis. This is 2781. Senator, I have a
note that you want to withdraw this.

SPEAKER BARRETT: It is withdrawn.

ASSISTANT CLERK: AM2918, also withdraw that amendment, Senator?
SPEAKER BARRETT: It is withdrawn.

ASSISTANT CLERK: In that case, Mr. President, I have an
amendment from Senator Landis, 2973.

SPEAKER BARRETT: The Chair recognizes Senator Landis.

SENATOR LANDIS: Thank you, Mr. Speaker, and members of the
Legislature, this matter has been published and I believe
appears in your bill book, although not in the Journal. This

measure, this amendment does three things and it also subtracts
some material from the existing bill. You will recall this bill
has a number of provisions relating to insurance in it ard one
of those was the model act with respect to Medicare supplem2nt
insurance which we were passing pursuant tc some federal
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suggestions in tightening the way that we regul ated Medicare

suppl ement . That measure, however, was also contained in a
separate bill, LB 983, | believe, and that mesure has been
reported to Final Reading and is in a position to be passed. As
a matter of fact, | think it has been read on Final Reading and,

for that reason, one of the provisions of this anendnent is to
strip those provisionk fromthe bill so that we don't haye any
duplication on that score. The three remaini ng provisions,

there are two mnor ones, one of themrelates to PPGs which

like HNOs, HNOs being a health maintenance organi zation but a
PPOis a slightly different arrangement but for uch the same
kind of purpose. It's a way of arrangindgor nmedical services
and to prepay for them In the PPO situation, there is the
desire to have the same provisions for confidentiality that
apply in an HNO or a health maintenance organization. those
situations, the health nmaintenance organi zation may not rel ease
information about their clients and their treatnent unless i g

with the express request of the individual who has been so
served or pursuant to a court order or pursuant to g statutory
privilege. And t hose sanme provisions which are in our |aw for

HMO, that is to say they‘ rein|B 1136, are now being requested
to apply to PPOs. No one that | know of has any objection to
that and, for that reason, to parallel what are two simlar
organi zations to have simlar rights this provision should be
adopted. The second division says that an HNO may not pave an
arrangement which is exclusively mail order medications. pagith
mai nt enance organi zations are oftentinmes meant to give first
care, first line diagnostic treatment for i ndividuals gng
oftenti mes you have nedical needs which are i mediate in nature
and this provision says basically that the medical or nedication
side of the HNO may not be done in an explicitly and

restrictedly mail order fashion. You need to have a way in
whi ch your HNO people can go to a pharmacy to do business. Why?

Because it's oftentinmes the case that you don't want to \ait a
week or two weeks to start medication for asijckness and there
is no HNO t hat does work of that nature in this state and there
is no objection by any of the HNOs to that |anguage. The most

subst antive prOViSi ons to the amendment, however, are a the
suggestion of the Department of Insurance and are contained in a
measure which has had a public hearing and which was responded
to positively by the Banking, Commerce and |nsurance Committee.

It relates to the new nationally recognized nodel |egislation
dealing with managinggeneral agents in jnpsurance. This new
model act by the National Association of |nsurance Conm ssioners
is intended to respond to the phenonenon of managing general
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agents. These are individuals who operate jnsurance companies

for i nsurance (_:orrpani es. Basically, it's when an insurance
conmpany sinply gives their ability to write business tg a
managi ng general agent. It gives themtheir pen, asyou wil |.

One of the reasons that Director MCartney was quite adamant for
this neasure this year is contained in a new federal docum nt
called Failed Prom ses, a study of the insurance company
i nsol venci es over the |ast several” years in the country. Part
of the conclusions of this federal report include the phenonmenon
of managing general agents as being particularlydangerous
because they find themselves in sort of a conflict of interest.
They are conmpensated for the anmount of business that they wite
for the bus...for the insurance company but, at the same ti me,
they have the obligation to carefor the quality of risks that
are being undertaken by the conpany. gothey kind of have two
masters, their own pocketbook which would | éad themto wite gp
and every risk they can and their other obligation which is Yo
oversee the business carefully and to be prudent. Vel | this
measure, as you can see in the material that | have La'nded out
to you, says that there y;j be limitations on this
relationship, hoping to break this problem of conflict of
interests. In one case, it declares that the managi ng agent has
a fiduciary duty to the conpany. secondly, it says that here
has to be a contract between the managi ng general agent an tFme
company which includes gwdel ines for rei nvest nent and
rei nsurance, something that managi ng general agents in the past
have violated. It also indicates that where t(here are...where
there is a practice of reinsurance that there be an audited or
general i zed actuarial accounting of the |10Ss reserves which MGAs
create, all of which are designed to showthe parent company a
reasonable course of pehavior with which they can judge their
MGA, both against the witten contract +that will be required
but, secondly, against the 10Ss reserves that will have to be
actuarially proven up and the like. Why? Toshow the parent
conmpany that the MGA is not in a conflict of interest and is, ;,

fact, carrying out their pest interests. It's inmportant to
recogni ze that this national phenomenon has come home ., | gst
for us as well. During the past five years, three Nebraska

domicile insurance conpanies, and they are the Inperial Casualty
Indemity, the Protective National Insurance cConppany of Omaha
and the Central National Insurance Conpany of Omaha, have 4

experienced problems. They have had severe financial
I npai rments which can be traced directly to the uncontrolled use
of managing general agents. I would nove for the adoption of

t he amendnent and be happy to answer any questions you may have.
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SPEAKER BARRETT: Thank you. Mr. Clerk, you have a request, a
motion.

ASSISTANT CLERK: Mr. President, I have a request to divide the
question on the Landis amendment. That's offered by Senator
Hall.

SPEAKER BARRETT: Senator Hall.

SENATOR HALL: Mr. President, can I discuss this at this point,
this motion?

SPEAKER BARRETT: Certainly. Tell us what the divisioa is to
be.

SENATOR HALL: The division would be only to strike out the last
managing general agent issue and that sections 12 to 121 or
whatever, 1is that correct? Yeah. And I only do that so that I
could talk on the issue. At this point, ...

SPEAKER BARRETT: Proceed.

SENATOR HALL: Okay. Senator Landis, would you respond to a
couple questions?

SENATOR LANDIS: Sure.

SENATOR HALL: What...this 1is a substantive issue and I
appreciate your stating that. What...are there any companies in
Nebraska that this would directly affect?

SENATOR LANDIS: There are companies, well, I have recited the
fact that there are scme Nebraska based companies that have used
MGAs in the past and they have had severe firancial problems
directly related to the MGAs. Are...can I give you a list of
companies that use MGAs in this state? I cannot, off the top of
my head, I'm sure that I could do that relatively quickly and I
will attempt to do that.

SENATOR HALL: Is there...is...the reason for this amendment is
it that the bill itself would not be addressed this year?

SENATOR LANDIS: Without this amendment, this issue would not be
addressed this year, that's correct.
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SENATOR HALL: Is there a reason that this wasn't part of the
other amendments that you addressed on General File that were
added to this provision?

SENATOR LANDIS: The other measures had all come out of
committee and it was sort of like, I guess you would lrave to
say, a failure of nerve on my part as to how much I was coing to
put into the bill.

SENATOR HALL: Five, six, seven...
SENATOR LANDIS: Something like that.
SENATOR HALL: ...How high did I want to go?

SENATOR LANDIS: Yeah, something like that. I will tell you
this, we now have taken out the Medicare supplement
(interruption).

SENATOR HALL: I understand that. 1I...I...and I understcod that
to be part of the amendment. My...my question is, you said the
others had been advanced out of committee. Is this...I also
understood you in your opening to say that the committee acted
favorably upon this part of the amendment. Does that mean that
this is in a bill form somewhere currently on General File?

SENATOR LANDIS: This is in LB 981. I believe the bill is still
in committee. Oh, I'm sorry. "Senator" Marineau corrects me
and informs me that it's on General File.

SENATOR HALL: And the reason I asked that is because ycu said
it was acted on favorably and then you said the others were
acted on and I just wanted to clarify that it had been advanced
out of committee. Was there any opposition to the bill in
committee when the hearing was held?

SENATOR LANDIS: Not that I recall, no.

SENATOR HALL: Okay. And, again, explain to me how this one
provision deals with an operation, how does it work? Just what
are we changing? What are the impacts that this statutory
change would have on the operations of an insurance company?

SENATOR LANDIS: Well, right now an insurance company can hand
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over to this managing general agent a number of business
practices, including putting business on the books saying, yes,
this is the kind of risk we're going to take, also to do
reinsurance provisions to establish reserves, loss reserves and
the like; basically, to assign almost the entire administrative
and management function to an individual who is not a corporate
officer but who is hired as a managing general agent. It's like
hiring a management staff, if you will, to do the business. And
that managing general agent then has tremendous power to make
decisions which can impair the company. The phrase in the
industry is "handing over your pen to the MGA". Currently,
there is no limitation that that relationship has to be done
under conitract, what the provisions of that contract would be,
whether or not the MGA has a fiduciary duty, whether the MGA has
a legal obligation to settle accounts or to provide separate
business records.

SPEAKER BARRETT: One minute.

SENATOR LANDIS: Ail of those provisions are in the MGA act.
What they say 1is this critical person who is now, in fact, in
charge of your...of your boat has to have a written coatract,
has to have guidelines for their underwriting practices, has to
be able to have an actuarial showing for their loss reserves.
What else? Has a fiduciary duty at law, has to be able to
settle accounts and has to be able to keep separate business
accounts for doing the insurance company's business.

SENATOR HALL: But in no way do we take away the ability for
this transaction to take place.

SENATOR LANDIS: Exactly. MGA...
SENATOR HALL: That's my point, (interruption).

SENATOR LANDIS: Exactly. MGAs can occur and they are sound
practices if you have got a good MGA.

SENATOR HALL: Because, as you know, it clearly is a method mary
times to basically circumvent limits in terms of salary. ..

SPEAKER BARRETT: Time has expired.

SENATOR HALL: ...(inaudible) benefits.
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SPEAKER BARRETT: Thankyou. sSepator Hall, we are still talKking
about a divided question, orwas your purpose served'?

SENATOR HALL: My purpose is served at this point. Tpere's no
need to divide the amendment. I will ask...

SPEAKER BARRETT: Thankyou. Senator Elmer.

SENATOR ELMER: Thank you, M. President. whuld Senator Landis
yield to a question or two?

SPEAKER BARRETT: Senator Landis, please.

SENATOR ELMER: Senator Landis, over the last couple of years |
have had in ny district a conflict between some agents and an
MGA t hat are reflected in this paragraph where you refer to the
conflict between writing business and earning conmi ssions nd
this, of course, has gone on and on and unresolved and it seens
as though that something of this type is_ Verg' very wel |
warranted if it addresses those types of conflicts etweex | ocal
agents, the MGAs, which are the middle man for the parent

insurance companies. Does this o in any way toward resolvin
t hose kinds of conflicts? g y y 9

SENATOR LANDIS: Yes, it does in this sense. It tells, for
exanple, that the MGA and the company must have a written
contract; secondly, that in that contract sone provisions need

to appear, anong them are appropriate underwiting guidelines in
which the conmpany tells the MGA, here gare the guidelines for
which  you will go out and wite our business for us. |pthe
past, MGAs have been able to do that with no guidelines, no
written suggestions, no limtations. The agents may be getting
a story fromtheir historical relationship with the ctonpany 4.4
then get a new story fromthe MGA and, infact, have no one to
appeal to nor is there anyone to go to, to g4 what are the
rules which the conpany is going to 0perate¥’ What limtations
are there on the MGA? This witten contract which will need ¢q
be done between a |licensed MGA and the conmpany is to include
appropriate underwriting guidelines for the MGA which the
company will give them.

SENATOR ELMER: | see.
SENATOR LANDIS: And that should at least in part assist us in
trying to clean up that kind of a problem
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SENATOR ELMER: In t.is particular instance, the local agent had
written the insurance, passed it on to the MGA ‘or the
transaction that would preclude it...or prelude it going to the
company that he represents and then receiving commissions back
from the company for the sale and keeping all the commissions

and rather than giving them to the local agents. And these
contracts or arrangements vyou're talking about then would
address these kinds of matters. Is that true?

SENATOR LANDIS: It would be my hepe. I will tell you this as

well, that this places them under the licensure of the ir.surance
department and because they would be licensed they would have
those same sets of discipline for their behaviors as agents now
have under Nebraska law.

SENATOR ELMER: Thank you, Senator Landis. Thank you,
Mr. Speaker.

SPEAKER BARRETT: Thank you. Senator Hall. Thank you. Senator
Wehrbein.

SENATOR WEHRBEIN: Yes, Mi. Presideat and members, I would like
to ask Senator Landis a question.

SPCAKER BARRETT: Senator Landis.

SENATOR LANDIS: Yes.

SENATOR WEHRBEIN: Senator Landis, it struck me why is it
ecessary to have a law on this? You make good sense. It isn't

that I'm not saying that...

SENATOR LANDIS: Sure.

SENATOR WEHRBEIN: ...but it seems to me that a responsible
insurance company would not want to allow an MGA to occur on
their own. It would seem that it would be in the-r Lest

interest to have somebody that was responsible and would follow
the rules of the company rather than to let them go off on their
own. So I wonder why it's necessary for state law to get into
this area.

SENATOR LANDIS: You would think that was the case. On  the
other hand, you know we get intoc business, these kinds of
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rel ati onshi ps between what would make perfect sense if you |gre
just followi ng sensible business practices. \Wwel|, we do it all

the time. And, in this case, it' s.. . well, can |, let ne make an
anal ogy. W have got sone pickle card arrangements around iphis

state, Chal’ltles_ who have Said, basica||y’ to pICkle card
management operations, raise noney for us. We ‘have got a3 good
charity, we have got a good network but you ruynthe business for
us. You sell the pickles and give us the noney. Andin lots of
places that's done above board and legitimately and the charity
mekes money. Same thing in this situation. What you have got
is you have got a conpany that's up and running, there is gsome
stock, you' ve got some capital put together, but you may not be
long on insurance management operationand you basicall y have
sonebody out there that says, | ama skilled business insuranc.

manager, hir e meandbasically | will run your company. |'m not

one of your officers,l'mjust your general agent, just assign
meall these tasks and | will do them. Andin some cases they
settle clainms for the company amd in second...andin other
places they do reinsurance for the company, stop loss treaties,
and in other situations they dog|| the underwiting analysis
and it's a way for sonebody who has got an accumulation of
capital and a charter to do business in aninsurance company not
to have to do the actual management work and those
self-contained operations can, in fact, be mar ket ed and
purchased and that's what happens.

SENATOR ELNER: Okay, thank you.

SPEAKER BARRETT: Thank you. Any other discussion? Anything
further, Senator Landis?

SENATOR LANDI S: Let me close by just mgking clear fo

r the
record with a question that Senator Hall wanted to get to in
that line of questioning. This does not outlaw NQAs. It is a
sensible, reasonable managenent decision to make by insurance
conpani es. A number of themuse them but, just like practically
anything, it can get out of bounds. This is simply a way of

having some discipline for these sjtuations and to reduce their
understandings to writing and to create in the NGA 5 fjquciary

duty which is, as you know, a level of obligation whichi’s
disciplinable at law. And, for that reason, | would ask for the
adopti on of the amendnent.

SPEAKER BARRETT: Thank you. The question is the adoption of
the Landis amendrment to LB 1136. All in favor vote aye, opposed
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nay. Please record.
ASSISTANT CLERK: 25 ayes, 0 nays on Senator Landis's amendment.
SPEAKER BARRETT: The amendment is adopted. Anything further?

ASSISTANT CLERK: Mr. President, Senator Wesely would move to
amend. (The Wesely amendment appears on pages 1589-90 of the
Legyislative Journal.)

SPEAKER BARRETT: Senator Wesely.

SENATOR WESELY: Yeah, Mr. Speaker, real briefly. This
amendment deals with when there is a rate increase, a part of
the bill that we have deals with CHIP and some changes that we
needed to make there and one of the <changes that didn't get
included on the General File amendment, which was discussed at
the hearing and just forgot to include it, was that when a rate
increase 1is proposed for CHIP by the CHIP board it goes to the
director of insurance and this arendment would require a hearing
be held on that rate increase. There 1is a hearing already
nandled by the director and I have talked to the director who
had indicated that he would always have a hearing for any rate
increase. This would simply put it in statute. So 1 would mcve
for the adoption of thkis amendment.

SPEAKER BARRETT: Discussion. Senator Hall.

SENATOR HALL: I'm sorry, Mr. President, I wasn't listening to
Senator Wesely's amendment. Would he repeat 1t, please. I
apologize.

SPEAKER BARRETT: Senator Wesely.

SENATOR WESELY: Yes, Mr. Speaker. Senator Hall, this is an
amendment that says when there 1is an increase under CHIP,
Comprehensive Health Insurance Pool, a rate increase, there

would be a public hearing. The director of insurance has the
review of that and he would have a hearing so some input would
be provided on that rate increase.

SPEAKER BARRETT: Anything, Senator Hall? Thank vyou. The
question 1is the adoption of the Wesely amendment to LB 1136.
all in favor vote yes, opposed no. Please record.
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ASSISTANT CLERK: 25 ayes, O nays on Senator Wesely's amendment.

SPEAKER BARRETT: The Wesely amendment is adopted. Anything
further?

ASSISTANT CLERK: Mr. President, I have nothing further on the
bill.

SPEAKER BARRETT: Thank you. Senator Lindsay.

SENATOR LINDSAY: Mr. President, I move that LB 1136, as
amended, be advanced to E & R for Engrossment.

SPEAKER BARRETT: Any discussion? If not...excuse me, Senator
Hall.

SENATOR HALL: I would just have a question...one last gaestion
for Senator Landis for the record.

SPEAKER BARRETT: Senator Landis, please.

SENATOR HALL: Senator Landis, and ]I know we talked about this
in the aisle, but, just for the record, does, in any way, the
amendment that we just adopted to the bill, not Senator Wesely's
but yours...

SENATOR LANDIS: I understand.

SENATOR HALL: ...does it...dces it in any way limit, to your
knowledge, the income that these managing general agents can
achieve? Does it...

SENATOR LANDIS: Nc, there's no cap on income, there's no
limitation on that sense. It's simply a matter of regulating
the relationship so that there is no conflict of interest, that
items are done in written form, that accounts are kept separate,
that guidelines are given by the company. If the performance of
the MGA is such that a salary of six or seven figures is
justified, the company will be fair to pay that and the ultimate
discipline for the paying of too high a compensation by a board
of directors to an MGA would be stockholders objectirg to a
board of directors' action that would happen in that format, as
part of the capital formulation, that's where the objections
would lie.
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SENATOR HALL: Thank you very much. Appreciate it.

SPEAKER BARRETT: And, with that, the question 1is the
advancement of LB 1136 to E & R Engrossing. All in favor say
aye. Opposed no. Carried. The bill is advanced. Mr. Clerk,

LB 1222. And thece is an A bill following 1222, ladies and
gentlemen.

ASSISTANT CLERK: Mr. President, on 1222 I do have E & R
amendments.

SPEAKER BARRETT: Senator Lindsay.

SENATOR LINDSAY: Mr. President, I move the adoption »5f the
E & R amendments to LB 1222.

SPEAKER BARRETT: Any discussion? 1If not, those in favor of the
adoption of the E & R amendments to 1222 please say aye.
Opposed no. Carried. They are adopted.

ASSISTANT CLERK: Mr. President, the next amendment I have is
from Senator Byars. I understand he wants to withdraw this
amendment.

SPEAKER BARRETT: It is withdrawn.

ASSISTANT CLERK: In that case, Mr. President, the next
amendment is from Senator Cocrdsen. That amendment is found on
1294.

SPEAKER BARRETT: The Chair recognizes Senator Ccordsen.

SENATOR COORDSEN: Thank you, Mr. Speaker, members of the body,
on 1222 the courts had a probiem with some of the languege and
there was a meeting between the courts and the primary sgponsors
of the bill which I was a party to and the amendment would
strike the requirement that the court shall conduct a
dispositicnal hearing at least once every six months. The
rationale behind this is that they're already required, as I
understand it, to review the cases of wards of the state on a
regular basis and this would include a load-in for the courts
that they didn't feel that was necessary at “his point in time.
So I would move the adoption of the amendment.

SPEAKER BARRETT: Thank you. Discussion? Senator Wesely.
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March 27, 1990 LB 315, 536, 551, 551A, 799, 898, 899
920, 1019, 1019A, 1031, 1125, 1126, 1136
1170, 1220, 1246

SPEAKER BARRETT PRESIDING

SPEAKER BARRETT: Welcome to theGeorge W Norris Legislative
Chamber. Please stand. The opening prayer of the day by Pastor

Robert Bye of the First Presbyterian Church of Plattsnouth,
Nebr aska, Senator Wehrbein's district. Pastor Bye. (Gavel.)

PASTOR BYE: (Prayer offered.)

SPEAKER BARRETT: Thank you so much, Reverend Bye Please come
back again. Rol | call .

PRESI DENT NI CHOL PRESI DI NG

PRESIDENT: I understand we're about read to start.
M. Speaker, would you explain the progre33|3/n wa'e going to
foll ow, please.

SPEAKER BARRETT: Yes, thank you, Mr. President and members.
Qoviously we do have a problemwith the g|ectronic voti ng board

t hi s norning. Apparently everything else is working. The
m crophones and the panels on either side of the board are okay,

so rather than waste sone time waiting for repair people to

arrive on the scene, I'd recormend we get started gnd when it
comes to casting a vote,we' |l have to either use hands, ygice
vote or, of course, a roll call. So if we can put up with t he
Inconvenience for ‘a short while, we should be back in business
as soon as the repair people are on site. Mr. President, I'd
suggest we go ahead with the first itemon the jgenda.

PRESIDENT: &ay, thank you. Have you any corrections
Mr. Clerk? y '
CLERK: | have no corrections this norning, M. President.

PRESIDENT: Do you have any nmessages, reports or announcenents?

CLERK: Mr. President, your committee on Enrollment 5,4 Review
respectfully reports they have carefully exam ned and revi ewed
LB 1246 and recomend that same be placed on Select File with
E E R anendnments attached. M. President, Enrollnment and Revi ew
also reports they have carefully engrossed LB 315 and find it
correctly engrossed as well as LB 536, LB 551, LB 551A, |p 799,

LB 898, LB 899, LB 920, LB 1019, I.B 1019A, LB 1031, LB 1125,
LB 1126, LB 1136, LB 1170 and LB 1220, all of t hose reported
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personal privilege to point that.

PRESIDENT: I think you might be stretching it a little bit,
Senator Landis, to have that as a point of personal privilege.

SENATOR LANDIS: So the Chair would be saying that I probably
couldn't use a point of persoral privilege. ..

PRESIDENT: Yeah, that would be the idea.
SENATOR LANDIS: Gotcha.

PRESIDENT: Thank you. Okay. Move on with the next bill,
LB 1136, please.

CLERK: (Read LB 1136 on Final Reading. See pages 1844-1845 of
the Legislative Journal)

PRESIDENT: All provisions of law relative to procedure having
heen complied with, the question is shall LB 1136 pass? All
those in favor vote aye, opposed nay. Please return to your
seats, ladies and gentlemen, so we can vote on this. Please
return to your seats and vote so we can move on, please. The
last bills are shorter than the one we just had so please stick
around. Have you all voted? Record, Mr. Clerk, please.

CLERK: (Read record vote as found on page 1845 of Legislative
Journal.) 44 ayes, O nays, 2 present and not voting, 3 excused
and not voting, Mr. President.

PRESIDENT: LB 1136 passes. LB 1222,

CLERK : (Read LB 1222 on Final Reading. See pages 1845-1846 of
Legislative Journal.)

PRESIDENT: All provisions of law relative to procedure having
been complied with, the question is shall LB 1222 pass?  All
those in favor vote aye, opposed nay. Have you all voted?
Record, Mr. Clerk, please.

CLERK: (Read record vote as found on page 1846 of Legislative
Journal.) 42 ayes, 1 nay, 3 presernt and not voting, 3 excused
and not voting.

PRESIDENT: LB 1222 passes. LB 1222A.
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April 3, 190 LB 42, 42A, 642, 656, 799, 866, 880
880A, 953A, 1004, 1004A, 1019, 1019A, 1059
1059A, 1064, 1064A, 1080, 1080A, 1113, 1113A
1136, 1146, 1184, 1184A, 1222A
LR 418

CLERK: (Read LB 1222A on Final Reading.)

PRESI DENT: All provisions of law relative toprocedure having
been conplied with, the question is shall LB 1222A pass? |
those in favor vote aye, opposed nay. Have youall voted?
Record, Mr. Clerk, please.

CLERK: (Read record vote as found on page 1847 of Legislative
Journal.) 44 ayes, 0 nays, 2 present and not voting, 3 excused
and not voting, M. President.

PRESIDENT: LB 1222A passes. Do you have something for the
record, Mr. Clerk?

CLERK: M . President, | do, a new resolution by the Judiciary
Committee, (LR418.) g3 study resolution. Enrollnment and Revi ew
reports LB 1064 and LB 1064A"as correctly engrossed, both signed
by Senator Lindsay as Chair; and LB 1059 d LB 059A i
correctly enrolled. Enrol I ment and Revi ew r%nports L% FﬁlS Iasﬁd
LB 1113A to Select File, signed by Senator Lindsay. A t

0 Dbe printed by Senator Hartnett to LB 953A, Senat Or?er?_ﬁjarp?ntso

LB 866. And, M. President, a confirmation report from
Transportation Comm ttee signed b Sevator Lamb as Chair.
That's all that | have, M. President. (See pages 1847-52 of
the Legislative Journal.)

PRESI DENT: Wiile the Legislature is in session, capable of

transacting business, | propose to sijgn aid do sign LB 880,
LB 880A, LB 1004, L B 1004A, LB 1080, LB 1080A, LB 1184,

LB 1184A, LB 656, LB 1146, LB 42, LB 42A, LB 799, LB 1019,
LB 1019A, LB 1059A, | B 1059, LB 1136, LB 1122, correction,
LB 1222, and LB 1222A. We're ready to go. Mr. Clerk do you
have something on the desk? ’

CLERK:  Mr. President, notion pending fromthis norning was one
of fered by Senator Chambers and that nmotion was to gyerrule or

change the Seaker's agenda to permt consideration gf g
suspension notion relating to LB 42,

PRESIDENT:  (Gavel). Could wehave your attention so we can
hear the speaker? Senator Chanbers, please.

SENATOR CHAMBERS:  Thank you. _M . Chairman and members of the
Legislature, this is a continuation fromwhat | was attenpting
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April 9, 1990 LB 2?0, 220A, 315, 369, 369A, 551, 551A
571, '56, 720, 720A,799, 851, 896
923, 953, 958, 960, 960A, 980, 980A
994, 994A, 1018, 1063, 1063A, 1064, 1064A
1080, 1090, 1136, 1146, 1184, 1184A, 1244

PRESI DENT NI CHOL PRESI DI NG

PRESI DENT: Wel come to theGeorge W Norris Legislative Chanber
for the last day of the Second Session of the 91st Legislature.
We're  especi al |?’ happy to have with us this norning our own
Har | and Johnson for our prayer of the norning. would you please
rise?

HARLAND JOHNSON:  (Prayer offered.)

PRESIDENT:  (Gavel.) Thank you, Harland, and pay | say, on
behal f of all the members of the Legislature, we have truly
appreci ated your prayers during the session. ey have been
very meani ngful because you understand us so weTP so thank you
again. Roll call, please.

CLERK: | have a quorum present, M. President.

PRESIDENT: Thankyou. Any corrections to the Journal ?

CLERK: No corrections this norning, M. President.

PRESIDENT: Any messages, reports, or announcenents today?

CLERK: M. President, a series of nessages. First
communi cations from the Governor. Engrossed...well, before
that, M. President, bills read on Final Reading as of late |ast
Thur sday were presented to the Governor on Thursda i
of 8: 13 p. m P Communi cations fromthe Governor,yl\/l'e.velgrlggi de%st,
and | might indicate to the nmembers that copies essages |
have received have been distributed and you shouldnhave copy
on your desk. Communications to the Cerk: Enpgrossed LB 1080,
LB 1184, LB 1184A, | B656, LB 1146, LB 799, and LB 1136 wer
received in nmy office on April 3 and signed by ne on April 6 an
delivered to the Secretary of State. Sincerely, Kay Orr,
Governor.  (See Message fromthe Governor as found on page 1985
of the Legislative Journal.) A second conmuni cation: Engrossed
LB 220, LB 220A, LB 315, LB 369, LB 369A, LB551, LB 551A,
I[Egg(])- LE)B7‘§C6)’0AI\_B 720A, LB 851, LB896, IB 923, LB 953, LB 958,
) , LB 980, LB 9ROA, LB 994,
LB 1063, LB 1063A, LB 1064, LB 1064A, LB 1090, Lﬁdgf’éAl’Z'fAf 1\21?’
received in my office on April 3 and signedaby me’ on AprlF 9
delivered to the Secretary of the State. Sincerely, Kay Orr,
Governor. (See Message fromthe Governor as found on page 1985
of the Legislative Journal.) In addition to those items,
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