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The following constitutes the reasons for this bill and the purposes which are sought to be
accomplished thereby:

The purpose of Legidative Bill 966 isto adopt the Discretionary Clause Prohibition Act. The
purpose of the Act isto assure that health insurance benefits and disability income protection
coverage are contractually guaranteed and to avoid the conflict of interest that occurs when
the health carrier or insurer responsible for providing benefits has discretionary authority to
decide what benefits are due. Thisis based on model legislation promoted by the National
Association of Insurance Commissioners (NAIC) since 2006. NAIC reports that 26 states
currently prohibit or place limitations on the use of discretionary clauses.
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