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LEGISLATIVE BILL 55
Approved by the Governor June 11, 1997

Introduced by Landis, 46

AN ACT relating to insurance; to amend section 44-710.04, Reissue Revised
Statutes of Nebraska, section 44-4233, Revised Statutes Supplement,
1996, and section 77-2734.03, as amended by section 1, Legislative
Bill 61, Ninety-fifth Legislature, First Session, 1997; to provide
for renewablllty of individual health insurance policies; to change
offset tax liability and income tax credit provisions; to harmonize
provisions; to provide a duty for the Revisor of Statutes; to
provide an operative date; to repeal the original sections; and to
declare an emergency.

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

Section 1. (1) All individual health insurance policies_and
contracts issued by health carriers providing benefits consisting of medical
care, which are provided directly, thmugh_;nsur_nc_e_or rembursement;_under
any hospital or medical service policy. hospital medical service plan
contract, or health maintenance organizaticn ;ontract shall_be renenable _at
the option of “the covered indiyidual, except in any of the following_cases

(a) The covered individual h_as_fmgd_tg_pax gxemiums_or
contributions in accordance with tI rms _of the individual policy or
contract or the health carrier has not received timely premium payments:

(b) The covered individual has performed an act or practice that
constitutes fraud or made an intentional misrepresentation of material fact
under the terms of the coverage:

(c) A health carrier dec:Ldes to dlscont;nue offering a particular
type of individual policy in this state. A health carrier
discontinuing_such ;ndl_vlgﬁl_ggigy_or_c_on_tract shall:

(i)_Provide advance notice of its decision to the commissioner of
insurance in each_state in which it is licensed:

(ii) Provide notice of the decision not to renew coverage to all
covered individuals, and to the commissioner of insurance in each state in
which a covered individual is known to reside. at least ninety days prior to
the nonrenewal of any individual policies or contracts by the health carrier.
Notice to the director shall be provided at least three working days prigr to
the notice to the covered individuals:

(iii) Offer to each gpygreg individual provided the type of
individual policy or contract the option_ to nurchasg _all_other_ indiyidual
policies or contracts currently being offered by he health carrier to
individuals in this state: and

(iv) In exercising the option to discontinue the particular tybe o
individual policy or contract and in offering the option of coverage under
subdivision (1)(c)(iii) of this section, act uniformly withgut regard to any
health-status-related factor relating to any covered individual who may become
eligible for such coverage:

(d)_A health carrier decides to discontinue offering and nonrenews
all its individual policies and contracts delivered or issued for delivery to
individuals in this state. A health carrier that discontinues such individual
policies and contracts shall:

(i) Proyide adva ncg gg:'gg of its decision the commissioner of
insurance in each state in which it is licensed:

(ii)__Provide notice of the decision_not to remaﬂ_,@yerage to al;
;:p_xg_r;d individuals, and to the commissioner of insurance in each state in
which covered individual is known to reside, at least one hundred eighty
days prior to the nonrenewal of any individual policies or contracts by the
health carrier, Notice to the director shall be provided_at_ least_three
working days prior to the notice to the covered indiyiduals; and

(iii). Discontinue .all health insurance issued or delivered__ for
issuance in the state's individual market and not renew coverage under any
individual policy or contract issued tg an_indiyidual: and

(e) The director finds that the continuation of the coverage would:

(i)_Not be in the best interests of the cowvered individuals: or

(ii) Impair the health carrier's ability to meet its contractual
abligations.

(2) A health carrier that elects not to renew all of its individual

policies or contracts in the state under subdivision (;_),(g) of this section
shall be prohibited from writing new_business in th 1 mark in_this
..1_
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state for a perlod of five vears after the date of notice to the director.

(3) A health carrier offering coverage through a network plan shall
not__be required to offer coverage or accept _applications pursuant to
subsection (1) of this section in the case of an_individual who no longer
resides. lives. or works in_the service area of the health carrier or in an
area for which the health carrier is authorized to do business, but only if
coverage is terminated under this section uniformly without regard to any
health-status-related factor of covered individuals.

(4)_For_ purposes of this section:

(a) Director means the Director of Insurance:

[b) Health carrier means any entity that issues a health insurance
policy or contract., including an__insurance company. a fraternal benefit
soclety, a health maintenance organization. and any other entity providina_a
plan_of health insurance or health benefits subject to state insurance
regulation:

Lc) Health-status-related factor means any of the following factors:

(i) _Health_status:

(1)) Medical condition,
illnesses.:

(iii) Claims experience:

includina__both physical and mental

{v)_Medical history:

(yi) Genetic information;

(yii) Evidence of insurability. includina_conditions_arising out of
acts of domestic violence: and

(viii) Disability: and

(d)_Network plan means health_insurance coverage offered by a_health
carcier under which_the financing and delivery of medical care including items
gnd__;g:yi;gs__paid__jgr__jg__mediggl__garg_arg_prpzideJ_in_wholg_pr_in_ganLu
throuah a defined set of nroviders under contract with the hea ier.

Sec. 2. Section 44-710.04, Reissue Revised Statutes of Nebraska, is
amended to read:

44-710.04. Except as provided in section 44-710.05 and section 1 of
this act. no policy of sickness and accident insurance delivered or issued for
delivery to any person in this state shall contain provisions respecting the
matters set forth below unless such provisions are in the words in which the
same appear in this section, except that the insurer may, at its option, use
in lieu of any such provision a corresponding provision of different wording
approved by the Director of Insurance which is not less favorable in any
respect to the insured or the beneficiary. Any such provision contained in
the policy shall be preceded individually by the appropriate caption appearing
in this section or, at the option of the insurer, by such appropriate
individual or group captions or subcaptions as the Director of Insurance may
approve.

(1) A provision as follows: CHANGE OF OCCUPATION: If the insured be
injured or contract sickness after having changed his or her occupation to one
classified by the insurer as more hazardous than that stated in this policy or
while doing for compensation anything pertaining to an occupation so
classified, the insurer will pay only such portion of the indemnities provided
in this policy as the premium paid would have purchased at the rates and
within the limits fixed by the insurer for such more hazardous occupation. If
the insured changes his or her occupation to one classified by the insurer as
less hazardous than that stated in this policy, the insurer, upon receipt of
proof of such change of occupation, will reduce the premium rate accordingly
and will return the excess pro rata unearned premium from the date of change
of occupation or from the policy anniversary date immediately preceding
receipt of such proof, whichever is the more recent. In applying this
provision, the classification of occupational risk and the premium rates shall
be such as have been last filed by the insurer prior to the occurrence of the
loss for which the insurer is liable or prior to date of proof of change in
occupation with the state official having supervision of insurance in the
state where the insured resided at the time this policy was issued; but if
such filing was not required, then the classification of occupational risk and
the premium rates shall be those last made effective by the insurer in such
state prior to the occurrence of the loss or prior to the date of proof of
change of occupation.

(2) A provision as follows: MISSTATEMENT OF AGE: If the age of the
insured has been misstated, all amounts payable under this policy shall be
such as the premium paid would have purchased at the correct age.

(3) A provision as follows: OTHER INSURANCE IN THIS INSURER: If an
accident or sickness or accident and sickness policy or policies previously
issued by the insurer to the insured be in force concurrently herewith, making
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the aggregate indemnity for ................ (insert type of coverage or
coverages) Hn-lexcesSNOE. Sl ol ae aire fencrapetalans (insert maximum limit of indemnity
or indemnities), the excess insurance shall be void and all premiums paid for
such excess shall be returned to the insured or to his or her estate; or in
lieu thereof: Insurance effective at any one time on the insured under a 1like
policy or policies in this insurer is limited to the one such policy elected
by the insured, his or her beneficiary, or his or her estate, as the case may
be, and the insurer will return all premiums paid for all other such policies.

(4) A provision as follows: INSURANCE WITH OTHER INSURERS: If there
be other valid coverage, not with this insurer, providing benefits for the
same loss on a provision-of-service basis or on an expense-incurred basis and
of which this insurer has not been given written notice prior to the
occurrence or commencement of loss, the only liability under any
expense-incurred coverage of this policy shall be for such proportion of the
loss as the amount which would otherwise have been payable hereunder plus the
total of the like amounts under all such other valid coverages for the same
loss of which this insurer had notice bears to the total 1like amounts under
all valid coverages for such loss and for the return of such portion of the
premiums paid as shall exceed the pro rata portion for the amount so
determined. For the purpose of applying this provision when other coverage is
on a provision-of-service basis, the like amount of such other coverage shall
be taken as the amount which the services rendered would have cost in the
absence of such coverage. If the foregoing policy provision is included in a
policy which also contains the next following policy provision there shall be
added to the caption of the foregoing provision the phrase 58ad
EXPENSE-INCURRED BENEFITS. The insurer may, at its option, include in this
provision a definition of other valid coverage, approved as to form by the
Director of Insurance, which definition shall be limited in subject matter to
coverage provided by organizations subject to regulation by insurance law or
by insurance authorities of this or any other state of the United States or
any province of Canada and by hospital or medical service organizations and to
any other coverage the inclusion of which may be approved by the Director of
Insurance. In the absence of such definition such term shall not include
group insurance, automobile medical payments insurance, or coverage provided
by hospital or medical service organizations or by union welfare plans or
employer or employee benefit organizations. For the purpose of applying the
foregoing policy provision with respect to any insured, any amount of benefit
provided for such insured pursuant to any compulsory benefit statute,
including any workers' compensation or employers liability statute, whether
provided by a governmental agency or otherwise shall in all cases be deemed to
be other valid coverage of which the insurer has had notice. In applying the
foregoing policy provision no third-party liability coverage shall be included
as other valid coverage.

(5) A provision as follows: INSURANCE WITH OTHER INSURERS: If there
be other valid coverage, not with this insurer, providing benefits for the
same 1loss on other than an expense-incurred basis and of which this insurer
has not been given written notice prior to the occurrence or commencement of
loss, the only liability for such benefits under this policy shall be for such
proportion of the indemnities otherwise provided hereunder for such loss as
the 1like indemnities of which the insurer had notice (including the
indemnities under this policy) bear to the total amount of all 1like
indemnities for such loss, and for the return of such portion of the premium
paid as shall exceed the pro rata portion for the indemnities thus determined.
If the foregoing policy provision is included in a policy which also contains
the next preceding policy provision, there shall be added to the caption of
the foregoing provision the phrase .... OTHER BENEFITS. The insurer may, at
its option, include in this provision a definition of other valid coverage,
approved as to form by the Director of Insurance, which definition shall be
limited in subject matter to coverage provided by organizations subject to
regulation by insurance law or by insurance authorities of this or any other
state of the United States or any province of Canada and to any other coverage
the inclusion of which may be approved by the Director of Insurance. In the
absence of such definition such term shall not include group insurance or
benefits provided by union welfare plans or by employer or employee benefit
organizations. For the purpose of applying the foregoing policy provision
with respect to any insured, any amount of benefit provided for such insured
pursuant to any compulsory benefit statute, including any workers'
compensation or employers liability statute, whether provided by a
governmental agency or otherwise shall in all cases be deemed to be other
valid coverage of which the insurer has had notice. In applying the foregoing
policy provision no third-party liability coverage shall be included as other
valid coverage.
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(6) A provision as follows: RELATION OF EARNINGS TO INSURANCE: If
the total monthly amount of loss-of-time benefits promised for the same loss
under all valid loss-of-time coverage upon the insured, whether payable on a
weekly or monthly basis, shall exceed the monthly earnings of the insured at
the time disability commenced or his or her average monthly earnings for the
period of two years immediately preceding a disability for which claim is
made, whichever is the greater, the insurer will be liable only for such
proportionate amount of such benefits under this policy as the amount of such
monthly earnings or such average monthly earnings of the insured bears to the
total amount of monthly benefits for the same loss under all such coverage
upon the insured at the time such disability commences and for the return of
such part of the premiums paid during such two years as shall exceed the pro
rata amount of the premiums for the benefits actually paid hereunder; but this
shall not operate to reduce the total monthly amount of benefits payable under
all such coverage upon the insured below the sum of two hundred dollars or the
sum of the monthly benefits specified in such coverages, whichever is the
lesser, nor shall it operate to reduce benefits other than those payable for
loss of time. The foregoing policy provision may be inserted only in a policy
which the insured has the right to continue in force subject to its terms by
the timely payment of premiums (a) until at least age fifty or (b) in the case
of a policy issued after age forty-four for at least five years from its date
of issue. The insurer may, at its option, include in this provision a
definition of valid loss-of-time coverage, approved as to form by the Director
of Insurance, which definition shall be limited in subject matter to coverage
provided by governmental agencies or by organizations subject to regulation by
insurance law or by insurance authorities of this or any other state of the
United States or any province of Canada or to any other coverage the inclusion
of which may be approved by the Director of Insurance or any combination of
such coverages. In the absence of such definition such term shall not include
any coverage provided for such insured pursuant to any compulsory benefit
statute, including any workers' compensation or employers liability statute,
or benefits provided by union welfare plans or by employer or employee benefit
organizations.

(7) A provision as follows: UNPAID PREMIUM: Upon the payment of a
claim under this policy, any premium then due and unpaid or covered by any
note or written order may be deducted therefrom.

(8) A provision as follows: CANCELLATION: The insurer may cancel
this policy at any time by written notice delivered to the insured which shall
be effective only if mailed by certified or registered mail to the named
insured at his or her last-known address, as shown by the records of the
insurer, at least thirty days prior to the effective date of cancellation,
except that cancellation due to failure to pay the premium or in cases of
fraud or misrepresentation shall not require that such notice be given at
least thirty days prior to cancellation. Subject to any provisions in the
policy or a grace period, cancellation for failure to pay a premium shall be
effective as of midnight of the last day for which the premium has been paid.
In cases of fraud or misrepresentation, coverage shall be canceled upon the
date of the notice or any later date designated by the insurer. After the
policy has been continued beyond its original term the insured may cancel this
policy at any time by written notice delivered or mailed to the insurer,
effective upon receipt or on such later date as may be specified in such
notice. In the event of cancellation, the insurer will return promptly the
unearned portion of any premium paid. If the insured cancels, the earned
premium shall be computed by the use of the short-rate table last filed with
the state official having supervision of insurance in the state where the
insured resided when the policy was issued. If the insurer cancels, the
earned premium shall be computed pro rata. Cancellation shall be without
prejudice to any claim originating prior to the effective date of
cancellation.

(9) A provision as follows: CONFORMITY WITH STATE STATUTES: Any
provision of this policy which, on its effective date, is in conflict with the
statutes of the state in which the insured resides on such date is hereby
amended to conform to the minimum requirements of such statutes.

(10) A provision as follows: ILLEGAL OCCUPATION: The insurer shall
not be liable for any loss to which a contributing cause was the insured's
commission of or attempt to commit a felony or to which a contributing cause
was the insured's being engaged in an illegal occupation.

(11) A provision as follows: INTOXICANTS AND NARCOTICS: The insurer
shall not be liable for any loss sustained or contracted in consequence of the
insured's being intoxicated or under the influence of any narcotic unless
administered on the advice of a physician.

Sec. 3. Section 44-4233, Revised Statutes Supplement, 1996, is
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amended to read:

44-4233. (1) Any member subject to premium and related retaliatory
tax liability imposed by section 44-150 or 77-908 may offset assessments paid
to the pool by such member against its tax liability in the year of payment or
subseguent years. For tax years commencing on or after January 1, 1992, the
member may offset such paid assessments against (a) subsequent premium tax
prepayments imposed by section 77-918, (b) subsequent premium tax payments
imposed by section 77-908, and (c) related retaliatory tax liability imposed
by section 44-150. Prior to January 1, 3998 2000, no individual member shall
be subject to any liability of the pool in excess of its premium and related
retaliatory tax liability which may be offset under this section.

(2) Commencing with assessments imposed or paid in 1991 and for all
subsequent years prior to January 1, #998 2000, whenever it reasonably appears
to the satisfaction of the board that a member has during a calendar year paid
assessments that exceed that member's premium and related retaliatory tax
liability for that calendar year, the board shall, upon request from such
member, order the refund to that member of the amount of the assessment that
exceeded that member's premium and related retaliatory tax liability. A
member's request for a refund shall be filed with the board not later than
thirty days after the due date of the member's premium tax return filed with
the department. If the refund is not made by the board within thirty days
after receipt of the refund request, the member may within thirty days
thereafter initiate a suit in district court for the amount claimed. The suit
shall be heard by the district court de novo. In the event that an assessment
against a member is limited by reason of that member's premium and related
retaliatory tax liability, the amount by which the assessment is limited may
be assessed against the other members in a manner consistent with the basis
for assessments specified in subsection (3) of section 44-4225.

Sec. 4. Section 77-2734.03, Reissue Revised Statutes of Nebraska,
as amended by section 1, Legislative Bill 61, Ninety-fifth Legislature, First
Session, 1997, is amended to read:

77-2734.03. (1)(a) Eor taxable vears commencing prior to January 1,
1997. __any (i) 2ny &% insurer paying a tax on premiums and assessments
pursuant to section 77-908 or 81-523, {#) (ii) electric cooperative organized
under the Joint Public Power Authority Act, or fe¥ (iii) credit union shall be
credited, in the computation of the tax due under the Nebraska Revenue Act of
1967, with the amount paid during the taxable year as taxes on such premiums
and assessments ineiluded as Nebraske premiums end assessments under sectien
77-2734:085 and taxes in lieu of intangible tax.

(b)_Eor taxable vears commencing on or after January 1, 1997, any
insurer paying a tax on premiums and assessments pursuant to section_77-908 or
81-523, any electric cooperative organized under the Joint Public Power.
Authority Act, or any credit union shall be credited. in__the_ computation of
the tax due under the Nebraska Revenue Act of 1967, with the amount paid
during the taxable year as (i) taxes on_such_premiums_and_assessments_included
as Nebraska premiums and_assessments under section 77-2734.05 (ii)
assessments allowed as an offset against premium and_related retaliatory tax
liability pursuant to section 44-4233, and (iii) taxes in lieu of intangible

tax.

(2) There shall be allowed to corporate taxpayers a credit for
nonhighway use motor vehicle fuels as provided in section 66-4,124.

(3) There shall be allowed to corporate taxpayers a tax credit for
contributions to community betterment programs as provided in the Community
Development Assistance Act.

Sec.' 5. The Revisor of Statutes shall assign section 1 of this act
to Chapter 44, article 7.

Sec. 6. This act becomes operative on July 1, 1997.

S eCh N7 Original section 44-710.04, Reissue Revised Statutes of
Nebraska, section 44-4233, Revised Statutes Supplement, 1996, and section
77-2734.03, as amended by section 1, Legislative Bill 61, Ninety-fifth
Legislature, First Session, 1997, are repealed.

Sec. 8. Since an emergency exists, this act takes effect when
passed and approved according to law.
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