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MINUTES

HOUSE COMMITTEE ON INSURANCE
February 27, 1997
The House Committee on Insurance met on Thursday, February 27, 1997, at 12:00 Noon
in Room 643 of the Legislative Office Building for its first meeting of the 1997-98

Session. Chairman, Rep. Jerry C. Dockham, presiding, called the meeting to order.

Members present: Representatives Dockham, Allred, Bowie, Brawley, Cole, Dedmon,
Gamble, Hardy, Holmes, Hurley, Luebka, McComas, Russell, Tallent and Wainwright.

The Visitor Registration sheets are attached as a part of the record.

The main order of business was a presentation by Commissioner of Insurance, Mr. Jim
Long. His comments are attached. He also provided two booklet entitled, “1995-1996
Biennial Report ,N.C. Department of Insurance and HMOs in North Carolina.

Folllowing Mr. Long’s comments were questions and concerns from members of the
Insurance Committee.

There being no further business, the Chairman adjourned the meeting at 12:50 p.m..

Qp.’.!/‘ s £ Edwrandy

AI ockham, Chaian Nell R. Edwards, Clerk
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‘ Remavks by Insuvance Commissioner Jim Long
House Insuvance Committee
Raleigh, Novth Carolina
February 27, 1997

Good afternoon. I’d like to thank
Chairman Jerry Dockham for giving me an
opportunity to address this committee.

Your Department of Insurance serves the

citizens of North Carolina through

consumer protection and education

activities, safety training and promotion,
@ and regulation of several industries.

Our goals are:

e to assure an optimum marketplace in
which consumers can readily purchase
fairly-priced insurance products from
financially sound and responsive
companies

e to protect the lives of North Carolinians
' through education about loss prevention,
~ safety awareness and by developing
safety standards
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e and to maintain a well-managed, fiscally-
responsible organization staffed by
knowledgeable, courteous and
professional employees

Your Department of Insurance has
continued to be a strong advocate for
North Carolina consumers during the past
biennium on issues ranging from auto
rates to fire safety.

I am proud to say that North Carolinians
currently pay the lowest auto rates of any
state in the southeast and the 9"-lowest in
the nation! Yet we still enjoy a thriving
market of sound insurance companies
eager to do business in our state.
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Department staff have worked long and
hard to keep auto insurance rates
reasonable.

In December 1996, the North Carolina
Court of Appeals issued its decision on the
1994 auto insurance rate filing—a decision
which unanimously confirmed my
authority to set rates and supported the
department’s ratemaking approach.

If the Court of Appeal’s decision becomes
final, I will have the distinct pleasure of
ordering consumer refunds totaling
millions of dollars.
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As you may recall, North Carolinians
received more than $110 million in auto
refunds in 1993—the largest such refund
in US history.

The auto insurance industry also has
appealed my rate reduction decision in the
1995/96 filing to the court of appeals.

The department has continued to work to
lower insurance rates through traffic safety
and injury-prevention programs, such as
“Click It or Ticket” and “Booze It & Lose
It”.
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During its first two years, the “Click It or
Ticket” program reduced fatalities and
serious injuries by 12%, resulting in a
‘savings of $164 million in health care
costs in North Carolina.

Also, in two recent rate filings from the
auto insurance industry, savings of more
than $33 million in auto insurance |
premiums were attributed to “Click It or
Ticket”.

The “Booze It & Lose It” campaign is
having similar success. Numbers gathered
at North Carolina checkpoints indicate
that we’ve cut late night drunk driving in
half and reduced DWI-related fatalities by
20%.
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Together, these programs are saving lives,
preventing injuries, and helping to reduce
the high medical costs of auto crashes.

The department’s in-house safety
programs also have been very busy during
the biennium. Our Buckle Up Kids
program is now active in 62 counties
across the state and has distributed more
than 2,100 child safety seats through local
fire & rescue agencies.

Our Learn Not to Burn program provides
fire safety education to more than 90,000
fourth graders annually.
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And a new program was added in 1996—
the North Carolina Safe Kids coalition is
one of the 250 local and state groups in
the country dedicated to childhood injury
prevention.

Our department also has been a leader in
anti-fraud efforts since we established the
first investigations bureau within an
insurance department in 1945.

In 1996, the Investigations Division
helped to obtain a $187 million settlement
in the largest criminal health care fraud
case in North Carolina history.
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The case against this medical laboratory
was investigated jointly by state and
federal law enforcement agencies and was
the third-largest criminal health care fraud
case in the nation.

Investigators from the Special Services
Division also concluded two record-
breaking cases this biennium. A $250,000
fine levied against one collection agency is
the largest ever assessed by the division.
An additional $233,000 in restitution was
ordered in this case.
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The owner of another collection agency
pled guilty to 45 counts of embezzlement
totaling nearly $400,000 dollars. He is
currently serving a 21-year active
sentence—the longest ever ordered by the
courts as a result of a criminal
investigation conducted by the division.

One of the division’s investigators received
the Governor’s Award for Excellence in
1995, in part for his work on this case.

The 1995-96 biennium marked a period
of great change in the health insurance
industry. New federal legislation and the
growth of managed care pose challenges
for both regulators and consumers.
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Our department has prepared legislation
that brings North Carolina law into
compliance with the federal Health |
Insurance Portability and Accountability
Act of 1996, sponsored by senators
Kassebaum and Kennedy, as well as new
federal laws on maternity stays and mental
health parity.

These acts require states to conform their
statutes to the new laws or risk federal
management of health insurance.

Your committee chairman, Representative
Dockham, has been kind enough to
sponsor this legislation this session.

10
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Our Managed Care and Health Benefits
Division has also prepared important
legislation for this session.

This proposed legislation outlines some
very important consumer protections on
issues such as:

e coverage for services provided in
emergency rooms,

e utilization review and grievance
procedures, and

e making our laws on HMOs consistent
with our laws on other types of
insurance companies—creating a more
level playing field across the industry.

11



House Insurance Committee, 2/27/97

The Managed Care Division has also
developed a very useful status report on
HMOs in North Carolina. The report
provides a snapshot of the current HMO
industry in the state and a detailed analysis
of HMO activity in 1995.

This report 1s intended to give legislators,
regulators, and citizens a better
understanding of the health care
environment in our state.

Compiling this report was quite a
challenge and I’d like to recognize the
efforts of the staff of the Managed Care
Division.

12
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One of the biggest challenges still facing
my department remains the aftermath of
Hurricane Fran.

This hurricane season was unlike any other
that North Carolina has experienced. Not
since Hurricane Hazel in 1954, have we
suffered such a massive amount of
destruction.

The one-two punch of back-to-back
hurricanes dealt a major blow to North
Carolina.

Hurricane Fran, a category three storm,
wreaked havoc on lives and homes.
Twenty-five lives were lost, and we
anticipate more than $1.6 billion in
insured losses.

13
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Some 425-thousand claims have been filed
so far. Yet out of that number, my
department has only received some 575
complaints. And it is estimated that 97%
of claims have been settled and closed.

Fifty-two North Carolina counties were
declared disaster areas by the federal
government, including most eastern NC
counties.

These counties are home to more than 60
percent of North Carolina’s citizens. An

estimated 30,000 homes and 50,000
vehicles were damaged across the state.

Auto claims alone total some $70 mill'ion.

14
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I’m sure many of you were personally
affected by the storm and I’m sure you’ve
all heard touching stories about people
coming together to help each other
recover.

I’m proud to say my staff has truly gone
the extra mile to help folks through the
recovery process.

Following both Hurricane Bertha and
Hurricane Fran, our employees were
immediately on the job assisting local fire
and rescue personnel, helping consumers
with insurance questions, and assessing
damage.

15
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Our consumer specialists took more than
3,200 phone calls in the week after Fran
hit (when state employees were supposedly
not working) and through the end of the
year had taken a total of more than
46,000 calls.

These folks are truly dedlcated to helpmg
the people of North Carolina.

Insurance industry adjusters in the field
also worked long hours.

There were some 4,500 adjusters in the
field immediately after Fran. In fact,
North Carolina companies put out a call
for help, bringing in 3,000 reinforcements
from out-of-state to help residents with
their claims.

16
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And the response time for most companies
has been quite good thanks to agents’ and
adjusters’ hard work handling claims.

The hurricanes were devastating to
homeowners who found themselves in the
path of destruction. However, the damage
could have been much worse.

Thanks to our building codes for site built
homes and to the federal standards for
manufactured homes, many of North
Carolina’s residents suffered minimal
damage.

Storms like Fran do highlight the need for
insurance coverage on our coast.

17
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Residents and business owners are still
getting coverage, but increasingly they’re
getting it from the Beach and FAIR plans.

Your department of insurance is dedicated
to helping solve the problem of coastal
availability. And we’ve talked with coastal
“agents to get agent input on this issue.

We also worked closely with the
Legislative Research Commission
appointed by the legislature to examine
this issue.

18
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The committee met five times last year to
study the issues of coastal availability and
affordability. It examined ways to
~encourage the voluntary market to write
policies in the beach area and ways to
improve the Beach Plan.

What our department cannot do is force
insurers to write coastal coverages.

According to a formal opinion from the
Attorney General’s office, companies may
legally refuse to write coastal risks.

The LRC committee did ask us for our
recommendations and heard the concerns
of many others including agents and
companies.

19
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Based on this input, the committee
proposed three bills to the General
Assembly.

The first directs the Department of
Insurance and the Beach Plan to develop a
proposal for a reserve fund to pay
catastrophic losses incurred by wind risks
under plan policies.

The second proposal charges the Beach
Plan with revising the participation
formula for member companies to
encourage companies to write more
voluntary policies on the beach and to
write themselves out of the losses of the
Plan.

20
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‘The revised participation‘ formula will have
to be approved by the department.

The final proposal on this issue
recommends that the Beach Plan offer
business income coverage.

These proposals were all passed by the
General Assembly during the short session
last summer and we’re currently working
with the Beach Plan on implementing
them.

The Beach Plan has established a
committee to carry out these directions
and improve the coastal situation.

21



Houwuse Insurance Committee, 2/27/97

Our Assistant Commissioner, Dash Propes
has served on that committee and we can
report that a lot of work has been done to
create an opportunity to improve the
insurance availability situation in the
Beach underwriting territory.

There are more than 1,500 insurance
companies licensed to do business in our
state and hundreds more apply each year.

This competitive environment is good for
insurance rates and good for the people of
North Carolina.
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Most North Carolina families put a lot of
their monthly income into buying auto,
homeowners, life and health insurance so
being able to buy the right coverages — at
the right price — is critical.

Every day, the people of my department

strive to make sure that the people of our

- state remain safe and secure in the

knowledge that they are protected by
stable companies at a fair price.

Thank you for having me here today. Are
there any questions?

#HH

g:\adm\pubinfo\speeches\97\2-27hous.doc
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MINUTES

HOUSE COMMITTEE ON INSURANCE

March 6, 1997

The House Committee on Insurance met on Thursday, March 6, 1997, at 12:00 Noon in
Room 643 of the Legislative Office Building. Chairman, Jerry C. Dockham, presiding,
called the meeting to order.

Members present: Representatives Dockham, Alired, Barbee, Bowie, Cole, Dedmon,
Esposito, Gamble, Gardner, Hardaway, Hardy, Holmes, Hurley, Ives, Luebke, McComas,
Miller, Miner, Preston, Tallent, Wainwright and Wright.

The Visitor Registration sheets are attached as a part of the record.

Mr. Linwood Jones, Staff Counsel, provided a summary of the Insurance Bill that was on
the agenda for this meeting, which is attached.

The first order of business was House Bill 199 entitled Amend Medical Providers’ Liens.
Chairman Dockham recognized Representative Culpepper, sponsor of the bill,
Representative Culpepper explained House Bill 199. Chairman Dockham then
recognized the following members of the Insurance Committee for questions and
discussions. They are as follows: McComas, Gamble, Gardner, Miller, Alired,Hardy,
Wainwright and Luebke. He also recognized Anne Duvoism, an attorney from Durham.

Chairman Dockham’s decision was to send House Bill 199 to a sub-sub committee. He
appointed Representative Hurley to Chair this sub-sub committee and appointed
Representatives Hardaway, Allred, Bowie, Miner, Barbee and Hardy to be members of
the sub-sub committee. Chairman Dockham requested that they report back to the
Insurance Committee on March 20" if possible.

There being no further business, the Chairman adjourned the meeting at 12:52 p.m..

Netl P Edevard,

Nell R. Edwards, Clerk

erry/Q. Dockham, Chairman
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MEMORANDUM

TO: Representative Jerry Dockham, Chairman

House Insurance Committee
FROM: Linwood Jones, Committee Counsel /
RE: House Bill 199 (Medical Provider Liens)

House Bill 199 rewrites the laws that govern medical providers' liens against damages
recovered by their patients from third parties for the injuries for which the patients were treated.
The liens help ensure that doctors, hospitals, and other medical providers are paid for the medical
services they provide to these patients. The existing laws, which were put on the books earlier in
the century, are repealed and replaced by the new provisions. It is my understanding from the
General Statutes Commission that, with some exceptions, the new laws are designed to follow in
substance the old laws and existing practice that has developed under those laws.

Under House Bill 199, the medical provider may file a lien for the amount of any unpaid
bills arising from treatment for the injuries in question by doing the following:

(1) Send a written notice of the lien to the claimant's attorney. If the claimant has no
attorney or the attorney-is not known, send the written notice to the claimant and to the insurance
company or other party responsible for paying the damages to which the claimant may be
entitled. The lien notice must identify the medical provider, the injured person, the date of the
injury, the date(s) of treatment, and the amount of the lien. The notice must state that the
provider is asserting its lien rights. If the notice is also being sent to an insurance company, the
provider must also identify the person who allegedly injured the patient.

(2) If requested by the claimant or the claimant's attorney, provide a free copy of the
claimant's medical records and an itemized bill. If the medical provider is requested to prepare a
special medical report on the claimant beyond the ordinary medical records, it can charge for that
report.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



The lien notice must be sent in one of four ways authorized by the bill: personal delivery,
certified mail, overnight mail, or fax. All four methods require the provider to obtain a receipt
proving delivery.

When the claimant resolves its claim for damages against the third party (through
judgment in a lawsuit or settlement, including UM and UIM recoveries) and is entitled to recover
damages, the insurer must pay the damages to the claimant's attorney. (By sending a copy of the
medical provider's lien to the attorney before or with payment of the funds to the attorney, the
insurer relieves itself of further liability to the medical providers, if the attorney actually receives
the notice before or with the payment). The attorney collects his attorney fees and the reasonable
expenses in the case and then uses the remainder to reimburse the medical provider for its unpaid
bills that relate to the injury for which the claimant was entitled to damages. The attorney can
pay no more than 50% of this remaining amount to the medical provider(s). If the claimant has
no attorney, the insurer or other responsible party makes these payments.

' An insurer is not required to pay a disputed medical bill under the lien law until it is
resolved. The bill also provides a penalty against a medical provider who asserts a false or
exaggerated lien. The penalty does not apply if the lien or the amount of the lien is filed in error
and is corrected by the provider when the error is brought to its attention. The penalty is
liquidated damages in the amount of $5,000 or all damages proximately resulting from the
assertion of the improper lien, whichever is greater, plus attorneys’ fees, court costs, and other
investigative and legal expenses incurred as a result of the error.

Neither the attorney nor the insurer (or other responsible party) is liable to a medical ‘
provider under the lien law if the provider's lien is not received or perfected before the recovery

is paid.

This act takes effect January 1, 1998. All valid, existing liens filed under the current lien
laws (G.S. 44-49 and 44-50) as of that date are considered "perfected" under this act and will be
covered by this act. If a provider has taken all steps as of January 1, 1998, to perfect a lien under
the existing law expect for providing a copy of requested medical records, the provider's lien will
still be considered perfected once those records are delivered.

H199-SMRN-001




ARTICLE 9.

Liens upon Recoveries for Personal Injuries to
Secure Sums Due for Medical Attention, etc.

§ 44-49. Lien created; applicable to persons non sui
juris.

From and after March 26, 1935, there is hereby created a lien
upon any sums recovered as damages for personal injury in any
civil action in this State, the said lien in favor of any person, corpo-
ration, municipal corporation or county to whom the person so re-
covering, or the gerson in whose behalf the recovery has been made,
m?' be indebted for drugs, medical supplies, ambulance services,
and medical services rendered by any physician, dentist, trained
nurse, or hospitalization, or hospital attention and/or services ren-

ered in connection with the injury in compensation for which the
said damages have been recovered. Where damages are recovered
for and in behalf of minors or persons non compos mentis, such liens
:hall attach to the sum recovered as fully as if the said person were
W juris,

Notwithstanding the provisions of paragraph one of this section,
Do lien therein provided for shall be valid with respect to any
claims whatsoever unless the person or corporation entitled to the

en therein provided for shall file a claim with the clerk of the
. tourt in which said civil action is instituted within 30 days after the
Institution of such action and further provided that the physician,
lentist, trained nurse, hospital or such other person as has a lien
ereunder shall, without charge to the attorney as a condition prec-
ent to the creation of such lien, furnish upon request to the attor-
Dey representing the person in whose behalf the claim for personal
IJury is made, an itemized statement, hospital record, or medical
report for the use of such attorney in the negotiation settlement or
tnal of the claim arising by reason of the personal injury.
No liens of the character provided for in tﬁe first paragraph of
S section shall hereafter be valid with respect to money that may
€ recovered in any pending civil actions in this State unless claims
ased on such liens are filed with the clerk of the court in which the
action is pending within 90 days after April 5, 1947. -
0 action shall lie against any clerk of court or any surety on any
clerk’s bond to recover any claims based upon any lien or liens
Created by the first paragraph of this section when recovery has

heretofore been had by the person injured, and no claims against
such recovery were filed with the clerk by any person or corpora-
tion, and the clerk has otherwise disbursed according to law the
money recovered in such action for personal injuries. (1935, c. 121,
s. 1; 1947, c. 1027; 1959, c. 800, s. 1; 1967, c. 1204, s. 1; 1969, c. 450,
" s 1)




§ 44-50. Receiving person charged with dﬁty of
: retaining funds for purpose stated; ev-
idence; attorney’s fees; charges.

Such a lien as provided for in G.S. 44-49 shall also attach upon all
funds paid to any person in compensation for or settlement of the
said injuries, whether in litigation or otherwise; and it shall be the
duty of any person receiving the same before disbursement thereof
to retain out of any recovery or any compensation so received a
sufficient amount to pay the just and bona fide claims for such drugs,
medical supplies, ambulance service and medical attention and/or
hospital service, after having received and accepted notice thereof:
Provided, that evidence as to the amount of such charges shall be
competent in the trial of any such action: Provided, further, that
nothing herein contained shall be construed so as to interfere with
any amount due for attorney’s services: Provided, further, that the
lien hereinbefore provided for shall in no case, exclusive of attorneys’

fees, exceed fifty percent (50%) of the amount of damages recovered.
(1935, c. 121, s. 2; 1959, c. 800, s. 2; 1969, c. 450, s. 2; 1995 (Reg.
Sess., 1996), c. 674,s.3.) _ . I

§ 44-51. Disputed claims to be settled before pay-

ments.

ver the sum or amount or amounts demanded for medical
ser‘zgz:zgeorehospital fees shall be in dispute, nothing in this Article
shall have any effect of compelling payment thereof until the claim
is fully established and determined, in the manner provided by law:
Provided, however, that when any such sums are in dlsput_e the
amount of the lien shall in no case exceed the amount of the bills in
dispute. (1935, c. 121, s. 3; 1943, c. 543.)
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 1997

H 1
HOUSE BILL 199

Short Title: Amend Medical Providers’ Liens. (Public)

Sponsors: Representative Culpepper.

Referred to: Insurance, if favorable, Judiciary II.

February 17, 1997
A BILL TO BE ENTITLED

AN ACT TO AMEND THE LAW RELATING TO LIENS DUE MEDICAL
PROVIDERS FOR MEDICAL SERVICES PROVIDED, AS RECOMMENDED
BY THE GENERAL STATUTES COMMISSION.

The General Assembly of North Carolina enacts:

Section 1. G.S. 44-49, 44-50, and 44-51 are repealed.
Section 2. Article 9 of Chapter 44 of the General Statutes is amended by
adding the following new sections to read:

"§ 44-51.01. Definitions.

As used in this Article:

1)

(2)
(3)

‘Claimant’ means an injured person or the injured person’s
personal representétive, collector, guardian, or parent responsible
for payment for medical services.

‘Injured person’ means any individual who has sustained personal
injuries.

‘Medical provider’ means all of the following:

a. Any physician, nurse, chiropractor, dentist, optometrist,
podiatrist, physical therapist. psychologist, pharmacist, or
other individual licensed, registered, or certified by this
State or any other state to provide medical services.

Any employer of any individual listed in sub-subdivision a.
of this subdivision, or any entity through which such an
individual renders medical services, that has the right to

1=



W00 JIONWN A W -

A A AL, PLEWLWWWLWWOWWWWWRNRNNDNNNDNDNNDERPF =S =
AWNPRPOOVOXIONUMEAEWLWONFRP,ROVOONOAUMAWNR OOV NIONWVAEAWNDRELOO

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

Bk

(8)

receive the payment due for the individual’s medical

services to an injured person.

Any hospital, health care facility, provider of ambulance
services, or similar provider of medical services that is
licensed or regulated under Chapter 58, 122C. 131D, or
131E of the General Statutes, former Chapter 131 of the
General Statutes, or the equivalent law of any other state.
‘Medical records’ means all records, regardless of the form in
which these records are maintained, concerning patient-provided
information, observations, findings, treatment rendered. opinions,
physician _notes and summaries, nursing notes, laboratory and
radiological reports, and any other health care records prepared by
any health care professional or other person.

‘Medical services’ means any services or supplies furnished to an
injured person for the purpose of treating the injuries.

‘Person’ means an individual, trust, partnership, professional
association, limited liability company, corporation, federal, state, or
local government, any political subdivision. agency. or institution

of those governments. or any other entity.
‘Recovery’ _means any sums recovered, or to be recovered, as

compensatorv_ damages for personal injuries in any civil action or
other proceeding in this State or by settlement. Recoverv includes
sums recovered under uninsured and underinsured motorist

coverage, but does not include proceeds from any other insurance
policy when the injured person is also the insured.

‘Responsible party’ means an insurance company or any other
person responsible for paying a recovery.

g

"§ 44-51.02. Creation and perfection of lien.

a) Creation of Lien. -- Anv _medical provider not otherwise prohibited by law
rule, or regulation from obtaining a lien shall, upon perfection in accordance with
this Article, have a lien upon any recovery for personal injuries for which the
medical provider rendered medical services to the extent the amount owed for these
services has not been paid. The lien attaches regardless of whether the party entitled
to the recovery is the injured person or another claimant,

(b) Perfection of Lien. -- To perfect the lien, the medical provider shall comply
with all of the following:

Page 2

(1)

Before the recovery is paid pursuant to G.S. 44-51.04(a), send a
written notice of lien to:

a. The claimant’s attorney.

b. If, and only if, the claimant’s attorney is not known, to the
responsible party and the claimant.

If requested by the claimant or the claimant’s attorney. furnish

without charge one copyv of an itemized statement and the medical
records of the medical provider with respect to the medical

House Bill 199
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services rendered to the injured person by reason of the personal
injury. This subdivision does not apply to charges for preparing a
medical report that the medical provider does not ordinarily create
if the claimant or the claimant’s attorney specifically requests the
medical provider to create that particular report.

{c) Contents of Notice. -- The notice of lien shall include all of the following:

The name, address, and telephone number of the medical provider.

The name and last known address of the injured person.

The date of the injury.

The date or dates during which the medical provider provided

medical services.

The amount for which the lien is being asserted.

If sent to an insurance company, the name of its insured or other

person allegedly responsible for the injury.

A statement that the medical provider is claiming the lien provided

for by this Article.

The information required by this subsection may be contained in the written notice of

lien or any statement attached to and sent with the notice of lien.

(d) Methods of Sending Notice. -- A notice of lien and any copies of a notice of
lien required by this Article to be sent to a claimant, a claimant’s attorney, or a
responsible party shall be sent in any one of the following ways:

(1) Personal delivery to the recipient or the recipient’s business
address if the recipient or other person at that address provides a
receipt for the copy.
Certified mail, return receipt requested.
Overnight delivery service that provides proof of delivery.
Transmission by facsimile machine or other form of electronic
communication. if the recipient affirmatively transmits a written
confirmation of receipt. A statement of receipt automatically
generated by a machine shall not qualify as a confirmation under
this subdivision.

(e) Additional Requirements for Notices to Insurance Companies. -- A notice of
lien sent to an insurance company under subdivision (b)(1) of this section shall be
sent to any office designated by the insurance company as an office authorized to
receive claims, the principal office of the insurance company in this State, or the
insurance company’s regional office or its home office.

"§ 44-51.03. Amended liens.

A medical provider may send an amended notice of lien at any time. An amended
notice of lien shall be sent by any of the methods set forth in G.S. 44-51.02(d) for a
notice of lien.

"§ 44-51.04. Payment of recovery: limitations on liability for improper payment.
a) Payment of Recovery. -- The responsible party, or the claimant’s attorne
actin ursuant to subsection (c) of this section, shall pay the recovery in the

following order: any attorneys’ fees due the claimant’s attorney and the reasonable

P ERRE
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expenses incurred by the attorney and the claimant in collecting the recovery: and
any perfected liens under this Article, subject to the limitations in subsection (b) of
this section; and the remainder of the recovery to the claimant.

(b) Limitations on Payment of Liens. -- The total of all payments made to medical
providers under this section shall not exceed 50 percent (50%) of the recovery
remaining after payment of the amounts provided in subdivision (1) of subsection (a)
of this section. G.S. 28A-18-2 shall further limit payments to medical providers
under this section. Multiple liens shall be paid pro rata.

(c) Payments to Claimant’s Attorney. -- Notwithstanding any other provision of
this Article, the responsible party shall pay the recovery to the claimant’s attorney. if
known, and the attorney shall pay the recovery as provided in subsections (a) and (b
of this section. The responsible party is discharged of further liability under this
Article to medical providers if the responsible party sends the attorney a copy of any
notice of lien previously received by the responsible party. and the attorney actually
receives the copy or copies before or at the same time the attorney receives the
payment. The responsible party is not liable under this Article to _any medical
provider whose notice of lien is received after the recovery is mailed or delivered to
the claimant’s attorney.

"§ 44-51.05. Disputed liens.

If the amount owed for medical services is in dispute, nothing in this Article shall
compel a responsible party or a claimant’s attorney to pay the disputed amount until
it is fully established in the manner provided by law.

"§ 44-51.06. Penalty for asserting false lien.

Any person who asserts a lien under this Article when no amount is owed the
person, or in an amount greater than the person is_ owed. and who refuses without
justification to correct or update the lien after becoming aware of the error, is liable
to the claimant for all of the following:

(1) Liquidated damages in the amount of five thousand dollars
($5.000) or all damages proximately resulting from the assertion of
the improper lien, whichever is greater.

(2) Any reasonable attorneys’ fees, court costs, and any other litigation
and investigatory expenses incurred as a result of the error before
the error is corrected.

"§ 44-57.07. Exemptions and exclusions.

(a) No person who pays a recovery pursuant to subsections (a) and (b) of G.S. 44-
51.04 is liable under this Article to any medical provider whose notice of lien is
received by that person after the recovery is paid, or whose lien is not perfected
before the recovery is paid, pursuant to these subsections.

(b) This Article does not apply to _injuries resulting from an accident covered by
Chapter 97 of the General Statutes, the North Carolina Workers’” Compensation Act.

(c) G.S. 44-48 does not apply to liens under this Article."

Section 3. A lien that was existing and valid under former G.S. 44-49
and G.S. 44-50 on the effective date of this act is a perfected lien under G.S. 44-51.01
through G.S. 44-51.07, as enacted by this act, and shall be governed by this act. A

Page 4 House Bill 199
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medical provider as defined in G.S. 44-51.01, as enacted by this act, that had not
received, or had received but not yet responded to, a request for medical records
under former G.S. 44-49 and G.S. 44-50 before the effective date of this act, but had
otherwise taken all necessary steps to obtain a valid lien under those former sections
before the effective date of this act, shall provide medical records as required by G.S.
44-51.02, as enacted by this act, to have a perfected lien under this act.

Section 4. This act becomes effective January 1, 1998.

~N O AN
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MINUTES

HOUSE COMMITTEE ON INSURANCE
March 20, 1997

The House Committee on Insurance met on Thursday, March 20, 1997, at 12:00 Noon in
Room 643 of the Legislative Office Building. Chairman, Dockham, pre51d1ng, called the
meeting to order.

Members present: Representatives Dockham, Allred, Black, Bowie, Brawley, Cole,
Dedmon, Dickson, Gamble, Gardner, Hardaway, Hardy, Hurley, Ives, Luebke,
McComas, Michaux, Miner, Tallent, Wainwright and Wright.

The Visitor Registration sheets are attached as a part of the record.

Mr. Linwood Jones, Staff Counsel, provided a summary of the Insurance Bills that were
on the agenda for this meeting, which is attached.

The first order of business was House Bill 184 entitled Exempt State Health Plan From
APA. Representative Redwine, sponsor of House Bill 184 explained this bill and
answered questions that concerned some of the members. Representative Brawley
thought this was a good bill and moved that the bill be given a favorable report. By
unanimous approval of the committee, House Bill 184 was given a favorable report.

The second order of business was House Bill 455 entitled Glaucoma Program
Repealed/AB. Representative Dockham, sponsor of House Bill 455, explained this bill
and answered questions from the members. Representative Dockham recognized Mr.
Peter Andersen, Chief, Chronic Disease Section of NC Department of Environment,
Health and Natural Resources. Mr. Andersen helped in answering questions and
concerns of the Insurance Committee.

After much discussion, Representative Dickson moved that House Bill 455 be sent to a
sub-sub committee. Chairman Dockham appointed Representative Brawley to chair the
sub-sub-committee and appointed Representatives McComas, Gardner, Bowie and
Luebke to be members of this committee.

There being no further business, the Chairman adjourned the meeting at 12:52 p.m.

Nell R. Edwards, Clerk
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Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 - Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578
March 6, 1997
MEMORANDUM
TO: Representative Jerry Dockham, Chairman

House Insurance Committee

FROM: Linwood Jones, Committee Counsel ,é/

A\

RE: House Bill 184 (Exempt State Health Plan from APA)

This bill amends the Administrative Procedure Act by adding the State Employee's Health
Plan to the list of agencies which are exempt from the rule making requirements of the APA.

Section 1 provides that the State Health Plan is exempt from rule making in administering
the provisions of Parts 2 and 3 of Article 3 of Chapter 135 of the General Statutes. These Parts
set forth the administrative structure and the benefits package of the Comprehensive Major
Medical Plan.

Section 2 ensures more legislative oversight of the State Health Plan by requiring that the
Employee Hospital and Medical Benefits Committee meet at least quarterly, and by directing
the Executive Administrator of the Plan to report to the Committee on any administrative or
medical policies issued, as well as on benefit denials which are appealed to the Board of
Trustees. The Employee Hospital and Medical Benefits Committee is charged with reviewing
the operation of the Plan.

Section 3 is a conforming amendment that adds a sentence to G.S. 135-39.8 to clarify that
rules adopted in accordance with that section are exempt from the provisions of Article 2A of
Chapter 150B. G.S. 135-39.8 grants the Executive Administrator- and Board of Trustees of the
Plan authority to issue rules-and regulations to administer the Plan.

Section 4 makes the act effective when it becomes law.

H184-SMRN-001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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GENERAL ASSEMBLY OF NORTH CAROLINA |
SESSION 1997

H 1
HOUSE BILL 184

Short Title: Exempt State Health Plan From APA. ' (Public)

Sponsors: Representatives Redwine, Creech, Nichols, Mitchell, and Mercer.

Referred to: Insurance.

February 17, 1997
A BILL TO BE ENTITLED

AN ACT TO EXEMPT THE NORTH CAROLINA TEACHERS’ AND STATE
EMPLOYEES’ COMPREHENSIVE MAJOR MEDICAL PLAN FROM ARTICLE
2A OF THE ADMINISTRATIVE PROCEDURE ACT AND TO REQUIRE THE
EMPLOYEE HOSPITAL AND MEDICAL BENEFITS COMMITTEE TO MEET
AT LEAST QUARTERLY.

The General Assembly of North Carolina enacts: _

Section 1. G.S. 150B-1(d) reads as rewritten:
"(d) Exemptions from Rule Making. -- Article 2A of this Chapter does not apply

to the following:

(1)
2

3)
(4)
(5)

(6)

The Commission.

The North Carolina Low-Level Radioactive Waste Management
Authority in administering the provisions of G.S. 104G-10 and
G.S. 104G-11.

The North Carolina Hazardous Waste Management Commission in
administering the provisions of G.S. 130B-13 and G.S. 130B-14.
The Department of Revenue, with respect to the notice and
hearing requirements contained in Part 2 of Article 2A.

The North Carolina Global TransPark Authority with respect to
the acquisition, construction, operation, or use, including fees or
charges, of any portion of a cargo airport complex.

The Department of Correction, with respect to matters relating
solely to persons in its custody or under its supervision, including
prisoners, probationers, and parolees.
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(7) The North Carolina Teachers’ and _State Emplovees’
Comprehensive Major Medical Plan in administering the provisions
of Parts 2 and 3 of Article 3 of Chapter 135 of the General
Statutes." :

Section 2. G.S. 135-38(c) reads as rewritten:

"(c) The Committee shall review programs of hospital, medical and related care
provided by Part 3 of this Article as recommended by the Executive Administrator
and Board of Trustees of the Plan. The Executive Administrator and the Board of
Trustees shall provide the Committee with any information or assistance requested by
the Committee in performing its duties under this Article. The Committee shall meet

not less than once each quarter to review the actions of the Executive Administrator
and Board of Trustees. At each meeting. the Executive Administrator_shall report to
the Committee on any administrative and medical policies which have been issued as
rules and regulations in accordance with G.S. 135-39.8., and on any benefit denials,
resulting from the policies, which have been appealed to the Board of Trustees."

Section 3. G.S. 135-39.8 reads as rewritten:
"§ 135-39.8. Rules and regulations.

The Executive Administrator and Board of Trustees may issue rules and
regulations to implement Parts 2 and 3 of this Article. Rules and regulations adopted
in_accordance with this section are exempt from the provisions of Article 2A of
Chapter 150B of the General Statutes. Rules and regulations of the Board of Trustees
shall remain in effect until amended or repealed by the Executive Administrator and
Board of Trustees. The Executive Administrator and Board of Trustees shall provide
a written description of the rules and regulations issued under this section to all
employing units, all health benefit representatives, the oversight team provided for in
G.S. 135-39.3, all relevant health care providers affected by a rule or regulation, and
to any other parties requesting a written description and approved by the Executive
Administrator and Board of Trustees to receive a description on a timely basis."

Section 4. This act is effective when it becomes law.

Page 2 House Bill 184
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March 13, 1997

MEMORANDUM

TO: House Committee on Insurance

FROM: Linda Attarian

RE: HB 455 — First Edition —- AN ACT TO AMEND THE GENERAL STATUTES
CONCERNING THE DETECTION, PREVENTION, CARE, AND
TREATMENT OF GLAUCOMA.

Representative Dockham, sponsor.

House Bill 455 will discontinue funding for any Glaucoma services provided by local health
departments. Glaucoma is an eye disease in which the normal fluid pressure inside the eyes slowly
rises, leading to vision loss and even blindness. At first, there are no symptoms. Vision stays normal
and there is no pain. However as the disease progresses, a person with glaucoma may notice his or her
side vision gradually failing. As the disease worsens, the field of vision narrows and blindness results.

Glaucoma is detected by tests designed to measure eye pressure during an eye examination.
However, this test alone cannot detect glaucoma. Glaucoma is most often found during eye
examinations through dilated pupils. This allows the eye care professional to see more of the inside of
the eye to check for signs of glaucoma.

Because of the appropriate technology necessary for screening and diagnosis has developed
beyond what can be provided by local health departments, screening services are rarely being provided

at such sites. Further, the screenings are not endorsed by the Department.

The act is effective when it becomes law.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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HOUSE BILL 455

Short Title: Glaucoma Program Repealed/AB. (Public)

Sponsors: Representative Dockham.

Referred to: Insurance.

March 10, 1997

A BILL TO BE ENTITLED
AN ACT TO AMEND THE GENERAL STATUTES CONCERNING THE

DETECTION, PREVENTION, CARE, AND TREATMENT OF GLAUCOMA.

The General Assembly of North Carolina enacts:
Section 1. The title to Part 3 of Article 7 of Chapter 130A of the
General Statutes reads as rewritten:
"Part 3. Gleucomaand Diabetes."
Section 2. G.S. 130A-221 reads as rewritten:
"§ 130A-221. Department to establish program.

(a) The Department shall establish and administer a program for the detection and
prevention of gleweema—and diabetes and the care and treatment of persons with
glaveoma—and diabetes. The program may include:

(1)  Education of patients, health care personnel and the public;

(2) Development and expansion of services to persons with glateema
and diabetes; and

(3)  Provision of supplies, equipment and medication for detection and
control of glaneema-and diabetes.

(b) The Commission is authorized to adopt rules necessary to implement the
program."

Section 3. This act is effective when it becomes law.



1997 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:

By Representative(s) Dockham for the Committee on Insurance.

[] Committee Substitute for
HB. 184 ABILL TO BE ENTITLED AN ACT TO EXEMPT THE NORTH CAROLINA

TEACHERS’ AND STATE EMPLOYEES’ COMPREHENSIVE MAJOR MEDICAL
PLAN FROM ARTICLE 2A OF THE ADMINISTRATIVE PROCEDURE ACT AND TO
REQUIRE THE EMPLOYEE HOSPITAL AND MEDICAL BENEFITS COMMITTEE TO
MEET AT LEAST QUARTERLY.

@’ With a favorable report.

O

O

]

O 0o o0ooaogoaooqooad

O

With a favorable report and recommendation that the bill be re-referred to the Committee on
[] Appropriations [] Finance []

With a favorable report, as amended.

With a faVorable report, as amen&ed, and recommendation that the bill be re-referred to the
Committee on [ ] Appropriations [] Finance []

With a favorable report as to committee substitute bill (# ), [0 which changes the title,
unfavorable as to original bill (Committee Substitute Bill # ), (and recommendation

that the committee substitute bill # ) be re-referred to the Committee on )

With a favorable report as to House committee substitute bill (# ), [J which changes
the title, unfavorable as to Senate committee substitute bill.

And having received a unanimous vote in committee, is pladed on the Consent Calendar.
With an unfavorable report. o |

With recommendation that the House concur.

With recommendation that the House do not concur.

With recorﬁmendation that the House do not coﬁcur; request conferees.

With recommendation that the House concur; committee believes bill to be material.
With an unfavorable report, with a Minority Report attached.

Without prejudice.

With an indefinite postponement report. «

With an indefinite postponement report, with a Miﬂority Report attached.

With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)



MINUTES

HOUSE COMMITTEE ON INSURANCE

April 3, 1997

The House Committee on Insurance met on Thursday, April 3, 1997, at 12:00 Noon in
Room 643 of the Legislative Office Building. Chairman Dockham, presiding, called the
meeting to order.

Members present: Representatives Dockham, Allred, Barbee, Black, Bowie, Brawley,
Cole, Dedmon, Dickson, Gardner, Hardaway, Hardy, Hensley, Hurley, Ives, Luebke,
McComas, Miller, Miner, Tallent and Wainwright.

The Visitor Registration sheets are attached as a part of the record.

Mr. Linwood Jones, Staff Counsel, and Linda Attarian provided the attached summaries
of the Insurance Bills that were on the agenda for this meeting.

- The first order of business was House Bill 455 entitled Glaucoma Program Repealed/AB.

‘Representative Brawley, Chairman of the sub-sub committee proposed a Committee
Substitute for House Bill 455. This Committee Substitute was adopted and a motion by
Representative Brawley was made for a favorable report as to committee substitute bill

which changes the title, unfavorable as to original bill. The motion passed.

The second order of business was House Bill 434 entitled Federal Health Insurance
Changes/AB. Chairman Dockham invited Mr. Bill Hale, Chief Legislative Counsel of
the Department of Insurance, to present a restatement of the main facts of House Bill 434.
Mr. Hale also answered questions the committee members asked. Several members
requested that Mr. Hale send all the Insurance Committee members a summary of his
explanation of House Bill 434 before the next meeting since no action was taken on this
House Bill at this time. '

The third order of business was House Bill 563 entitled Mental Health Parity. Chairman
Dockham recognized Representative Alexander, one of the sponsors of this bill.
Representative Alexander explained in detail House Bill 563 and gave a handout,(which
is attached) to the committee members . No action was taken on this house bill at this
meeting.

There being no further business, the Chairman adjourned the meeting at 12:55 p.m.
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April 3, 1997

MEMORANDUM

TO: House Insurance Committee

FROM: Linwood Jones, Staff Counsel

RE: House Bill 434 (Federal Health Insurance Changes)

House Bill 350 (Genetic Information)
House Bill 563 (Mental Health Parity)

. Last year, Congress passed changes in health insurance laws that states will be required to
enact. Most of these changes occurred in HR 3103, more popularly known as Kennedy-
Kassenbaum. Congress also passed laws last year requiring the states to adopt maternity stay
provisions and partial mental parity provisions. The maternity stay and mental health parity
provisions were enacted separately from Kennedy-Kassenbaum.

Many of the requirements mandated by Congress are already in place in North Carolina —
such as insurance portability, restrictions on medical underwriting in group plans, and maternity
stay requirements. Most of these provisions will need some fine tuning to conform them to the
federal law. House Bill 434 makes these conforming changes and adds other provisions
necessary to meet the federal requirements. There may be some instances where our State law
already exceeded the requirements of Kennedy-Kassenbaum and have been left in place in this
bill: for example, our law has for the past several years included self-employed individuals under
the small employer group reform provisions. Kennedy-Kassenbaum does not, but it would allow
the State to continue including individual self-employeds as "small group."

The purpose of discussing the three bills (HB 434, 350, and 563) together today is to get a
general overview. The three are related to each other. House Bill 350 focuses on the use of
genetic information by insurers in medical underwriting, an issue that is addressed in HB 434, It
also addresses the use of this information by employers. House Bill 563 involves parity for
mental health insurance benefits, another issue that is addressed in HB 434. However, both HB

350 (genetic information) and HB 563 (mental parity) go beyond the minimum requirements of
the federal law that are set out in HB 434. Today's overview will allow you to see the major
differences.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



More detailed information on the three bills will be made available next week. The major .
differences in the three bills are discussed in the attached memos.




. SUBSTANTIVE DIFFERENCES BETWEEN HOUSE BILL 350
AND HOUSE BILL 434 (KENNEDY-KASSEBAUM)

House Bill 350 contains some of the provisions of Kennedy-Kassebaum — those relating
to the use of genetic information and health coverage. However, House Bill 350 does
four things that Kennedy-Kassebaum does not do:

1. It prohibits, within individual health plans, individual denials of coverage and
individual rate increases on the basis of genetic information.

2. It prohibits, within group health plans, a group rate increase based on genetic
information of one individual in the group.

3. It prohibits employment discrimination against a person for having requested
genetic testing or counseling services or on the basis of genetic information about that
person or a member of that person's family.

' 4. It defines "genetic information" as "information about genes, gene products, or
inherited characteristics that may derive from an individual or a family member".
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MAJOR DIFFERENCES ON MENTAL PARITY

(between HB 434 and HB 563)

House Bill 434 prohibits the use of annual or lifetime benefit caps that are lower for mental
health benefits than for physical illness benefits. For example, an insurer that offers a policy
with $1 million in lifetime coverage could not restrict the mental health benefits in the policy to
$50,000 lifetime. The same would apply to any annual limits. HB 563 would impose the same
requirements.

However, HB 563 goes beyond HB 434 as follows:

* HB 563 also requires parity in coinsurance, deductibles, provider visits, etc. HB 434 does not. ‘

* HB 563 would apply to all group health insurance policies. HB 434's provisions on mental
parity apply only to group insurance sold to groups with 50 or more employees.

* HB 563 does not allow an employer to avoid the mental parity requirements because of
increases in costs. HB 434 allows an insurer to avoid the requirements if it can prove to the
Commissioner of Insurance that adhering to these requirements will increase. plan costs by one
percent or more.

*HB 563 has no expiration date. The mental parity provisions in HB 434 expire October 1,
2001. :

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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March 13, 1997

MEMORANDUM

TO: House Committee on Insurance

FROM: Linda Attarian

RE: HB 455 — First Edition — AN ACT TO AMEND THE GENERAL STATUTES
CONCERNING THE DETECTION, PREVENTION, CARE, AND
TREATMENT OF GLAUCOMA.

Representative Dockham, sponsor.

House Bill 455 will discontinue funding for any Glaucoma services provided by local health
departments. Glaucoma is an eye disease in which the normal fluid pressure inside the eyes slowly
rises, leading to vision loss and even blindness. At first, there are no symptoms. Vision stays normal
and there is no pain. However as the disease progresses, a person with glaucoma may notice his or her
side vision gradually failing. As the disease worsens, the field of vision narrows and blindness results.

Glaucoma is detected by tests designed to measure eye pressure during an eye examination.
However, this test alone cannot detect glaucoma. Glaucoma is most often found during eye
examinations through dilated pupils. This-allows the eye care professional to see more of the inside of
the eye to check for signs of glaucoma.

Because of the appropriate technology necessary for screening and diagnosis has developed
beyond what can be provided by local health departments, screening services are rarely being provided

at such sites. Further, the screenings are not endorsed by the Department.

The act is effective when it becomes law.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



1997 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:

By Representative(s) Dockham for the Committee on Insurance.

[] Committee Substitute for
HB. 455 A BILL TO BE ENTITLED AN ACT TO AMEND THE GENERAL STATUTES

£3

O0000O0O0O0Oaaaon o

CONCERNING THE DETECTION, PREVENTION, CARE, AND TREATMENT OF
GLAUCOMA.
With a favorable report.

With a favorable report and recommendation that the bill be re-referred to the Committee on
] Appropriations [] Finance [7] '

With a favorable report, as amended.

With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on [ Appropriations [7] Finance ] -

With a favorable report as to committee substltute bill (]B===x), [X] which changes the title,

unfavorable as to orlgmal b111 (Gemm*ttee—Subs&Me—B*H—#————)—(-and—reemmnendaﬂon—
rrittee-on————)

With a favorable report as to House committee substitute bill ¢#-:.=--), [X] which changes
the title, unfavorable as to Senate committee substitute bill.

And having received a unanimous vote in committee, is placed on the Consent Calendar.
With an unfavorable report.

With recommendation that the House concur.

With recommendation that the House do not concur.

With recommendation that the House do not concur; request confefees.

With recommendation that the House concur; committee believes bill to be material.
With an unfavorable feport, with a Minority Report attached.

Without prejudice.

With an indefinite postponement report.

With an indefinite postponement report, with a Minority Report attached.

With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
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HOUSE BILL 455
Proposed Committee Substitute H455-PCSA280

Short Title: Glaucoma Program Repealed/AB. (Public)

Sponsors:

Referred to:

March 10, 1997

A BILL TO BE ENTITLED
AN ACT TO AMEND THE GENERAL STATUTES CONCERNING THE
DETECTION, PREVENTION, CARE, AND TREATMENT OF GLAUCOMA
AND DIABETES.
The General Assembly of North Carolina enacts:
Section 1. The title to Part 3 of Article 7 of Chapter 130A of the
General Statutes reads as rewritten:
"Part 3. Glaucoma and Diabetes."
Section 2. G.S. 130A-221 reads as rewritten:
"§ 130A-221. Department guthorized to establish program. '
(a) The Department shalt may establish and administer a program for the detection
and prevention of glaucoma and diabetes and the care and treatment of persons with
glaucoma and diabetes. The program may include:
(1)  Education of patients, health care personnel and the public;
(2) Development and expansion of services to persons with glaucoma
and diabetes; and
(3) Provision of supplies, equipment and medication for detection and
control of glaucoma and diabetes.
(b) The Commission is authorized to adopt rules necessary to implement the
program." ,
Section 3. This act is effective when it becomes law.
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Mental Health

Parity for

and Substance Abuse

Bill introduced hy:
Rep. Martha Alexander (H563) and
Senator Leslie Winner (S400)

Purpose:
To eliminate discimination in health coverage
for mental illness and substance abuse.

What the bill does:
Benefits for the treatment of mental illness and
substance abuse would be subject to the same
durational limits, dollar limits, deductibles and
coinsurance factors as are benefits for physical
illness. It provides that benefits for the necessary
care and treatment of mental illness and
substance abuse are not less favorable than
benefits for physical iliness.

What the bill does not do:
The bill does not prohibit insurers and HMOs
from managing the care. In fact, the Coalition
encourages good case management such as is
provided under the State Health Plan indemnity
benefit, as long as that management is not used
solely to deny medically necessary treatment
and clients have access to treatment.

Why is the bill needed?
Currently, insurers and HMOs do discriminate.
Mental health and substance abuse care are
subjected to higher deductibles, co-payments,
and limits. Mental health and substance abuse
care should not be treated differently than other
illnesses.

What about the cost?
Currently, the State Employees Health Plan
provides this full parity for mental health
treatment, and has since 1992. The Plan is
supporting parity for substance abuse treatment
in a bill which has been introduced in the House.
Since parity was established in 1992 (including a
single deductible for all care) mental health
payments as a portion of total health payments
has decreased from 6.4% to 3.4% for the fiscal
year ending June, 1996. That is a 47% reduction
— not arise in cost. Since 1992, hospital days
paid by the Plan for mental illness have been
reduced by 64%.

Independent Study Commissioned:
The NC Coalition for Mental Health Care has
commissioned an independent actuarial analysis
of parity for mental illness and substance abuse
by Coopers and Lybrand. When this study is
completed, the data will be shared with all
legislators, Studies done in other states indicate
a minimal cost to provide full parity for mental
health and substance abuse treatment.

It’s the Right Thing to Do:
Science has shown that mental illness and
substance abuse are illnesses like any other.
They are treatable. Treatment success rates are
comparable to other major physical illnesses.
Coverage of mental illness and substance abuse
should be no different than for other illnesses.
With parity, people’s ability to access early and

appropriate treatment will reduce long-term costs.

Organizations Supporting This Parity Bill
March, 1997

NC Coalition for Mental Health Care

Mental Health Association in North Carolina

NC Depressive Manic Depressive Association -

NC Psychological Association

National Association of Social Workers/NC Chapter
NC Council of Community MH/DD/SA Programs
Addiction Professionals of North Carolina

Alcohol and Drug Council of North Carolina

NC Alliance for the Mentally Il

NC Mental Health Consumers Organization

NC Association for Behavioral Health Care

NC Psychiatric Association

NC Psychological Foundation

PAIMI Committee/Governor’s Advocacy Council
for Persons with Disabilities
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Parity for

Bill introduced by:

Rep. Martha Alexander (H563) and
Senator Leslie Winner (S400)

Purpose:

To eliminate discrimination in health coverage
for mental illness and substance abuse.

What the bill does:

Benefits for the treatment of mental illness and
substance abuse would be subject to the same
durational limits, dollar limits, deductibles and
coinsurance factors as are benefits for physical
illness. It provides that benefits for the necessary
care and treatment of mental illness and
substance abuse are not less favorable than
benefits for physical illness.

What the bill does not do:

The bill does not prohibit insurers and HMOs
from managing the care. In fact, the Coalition
encourages good case management such as is
provided under the State Health Plan indemnity
benefit, as long as that management is not used
solely to deny medically necessary treatment
and clients have access to treatment.

Why is the bill needed?

Currently, insurers and HMOs do discriminate.
Mental health and substance abuse care are
subjected to higher deductibles, co-payments,
and limits. Mental health and substance abuse
care should not be treated differently than other
illnesses.

Mental Health

and Substance Abuse

What about the cost?
Currently, the State Employees Health Plan
provides this full parity for mental health
treatment, and has since 1992. The Plan is
supporting parity for substance abuse treatment
in a bill which has been introduced in the House.
Since parity was established in 1992 (including a
single deductible for all care) mental health
payments as a portion of total health payments
has decreased from 6.4% to 3.4% for the fiscal
year ending June, 1996. That is a 47% reduction
— not arise in cost. Since 1992, hospital days
paid by the Plan for mental iliness have been
reduced by 64%. N

Independent Study Commissioned:
The NC Coalition for Mental Health Care has
commissioned an independent actuarial analysis
of parity for mental illness and substance abuse
by Coopers and Lybrand. When this study is
completed, the data will be shared with all
legislators. Studies done in other states indicate
a minimal cost to provide full parity for mental
health and substance abuse treatment.

It’s the Right Thing to Do:
Science has shown that mental illness and
substance abuse are illnesses like any other.
They are treatable. Treatment success rates are
comparable to other major physical illnesses.
Coverage of mental illness and substance abuse
should be no different than for other illnesses.
With parity, people’s ability to access early and
appropriate treatment will reduce long-term costs.

Organizations Supporting This Parity Bill
March, 1997

NC Coalition for Mental Health Care

Mental Health Association in North Carolina
NC Depressive Manic Depressive Association *
NC Psychological Association

National Association of Social Workers/NC Chapter .
NC Council of Community MH/DD/SA Programs

Addiction Professionals of North Carolina
Alcohol and Drug Council of North Carolina

NC Allianee for the Mentally Il !

NC Mental Health Consumers Organization

NC Association for Behavioral Health Care

NC Psychiatric Association

NC Psychological Foundation

PAIMI Committee/Governor’s Advocacy Council
for Persons with Disabilities
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HOUSE BILL 563*

Short Title: Mental Health Parity. (Public)

Sponsors: Representatives Alexander; Adams, Beall, Black, Bonner, Boyd-
Mcintyre, Church, Crawford, Cunningham, Dedmon, Dickson, Earle,
Easterling, Fox, Gamble, Goodwin, Hackney, H. Hunter, R. Hunter,
Hurley, Insko, Jeffus, Luebke, Michaux, Miller, Mosley, Oldham,
Smith, Wainwright, Watson, Wilkins, G. Wilson, Wright, and Yongue.

Referred to: Insurance.

March 20, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS AND CHEMICAL DEPENDENCY.
The General Assembly of North Carolina enacts:
Section 1. G.S. 58-50-155 is amended by adding the following new
subsection to read:

"(a2) Notwithstanding G.S. 58-50-125(c), the standard health plan developed and
approved under G.S. 58-50-125 shall provide coverage for the treatment of chemical

dependency and mental illness that is at least equal to the coverage required by G.S.
58-51-50 and G.S. 58-51-55, respectively."

Section 2. G.S. 58-51-50 reads as rewritten:
"§ 58-51-50. Coverage for chemical dependency treatment.

(@) As used in this section, the term ‘chemical dependency’ means the
pathological use or abuse of alcohol or other drugs in a manner or to a degree that
produces an impairment in personal, social or occupational functioning and which
may, but need not, include a pattern of tolerance and withdrawal.

(b) Every insurer that writes a policy or contract of group or blanket health
insurance or group or blanket accident and health insurance that is issued, renewed,
or amended on or after January 1, 1985, shall effer provide to its insureds benefits for
the necessary care and treatment of chemical dependency that are not less favorable

than benefits for physical illness generally. Exeept—es—provided-in—subseetion—(e)-of
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this—seetton;—benefits Benefits for treatment of chemical dependency shall be subject
to the same durational limits, dollar limits, deductibles, and coinsurance factors as are
benefits for physical illness generally.

(d) Provisions for benefits for necessary care and treatment of chemical
dependency in group policies or group contracts of insurance shall provide benefit
payments for the following providers of necessary care and treatment of chemical
dependency:

(1

0

3

The following units of a general hospital licensed under Article 5

of General Statutes Chapter 131E:

a. Chemical dependency units in facilities licensed after
October 1, 1984;

b. Medical units;

c. Psychiatric units; and

The following facilities or programs licensed after July 1, 1984,

under Article 2 of General Statutes Chapter 122C:

Chemical dependency units in psychiatric hospitals;

Chemical dependency hospitals;

Residential chemical dependency treatment facilities;

Social setting detoxification facilities or programs;

€. Medical detoxification or programs; and

Duly licensed physicians and duly licensed practicing psychologists

and certified professionals working under the direct supervision of

such physicians or psychologists in facilities described in (1) and

(2) above and in day/night programs or outpatient treatment

facilities licensed after July 1, 1984, under Article 2 of General

Statutes Chapter 122C.

gao oW

Provided, however, that nothing in this subsection shall prohibit any policy or
contract of insurance from requiring the most cost effective treatment setting to be
utilized by the person undergoing necessary care and treatment for chemical

dependency.

Page 2

Section 3. G.S. 58-51-55 reads as rewritten:
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"§ 58-51-55. No discrimination against the mentally ill and chemically dependent.

(a) As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and ,

(2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-51-50

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DBSM-3-R DSM-IV or the International Classification of Diseases ICD/9/CM, or a
later edition of those manuals.

(b) No insurance company licensed in this State under the-previstons-of-Artieles—+
through—64—ef this Chapter shall, solely because an individual to be insured has or
had a mental illness or chemical dependency:

(1)  Refuse to issue or deliver to that individual any policy that affords
benefits or coverages for any medical treatment or service for
physical illness or injury;

(2) Have a higher premium rate or charge for physical illness or injury
coverages or benefits for that individual; or

(3) Reduce physical illness or injury coverages or benefits for that

individual.

mere-employees:

(¢) Every insurer that writes a policy or contract of group or blanket health

insurance or group or blanket accident and health insurance that is issued, renewed,
or amended on or after January 1. 1998, shall provide to its insureds benefits for the
necessary care and treatment of mental illness that are not less favorable than benefits
for physical illness generally. Benefits for treatment of mental illness shall be subject
to the same durational limits, dollar limits, deductibles, and coinsurance factors as are
benefits for physical illness generally."
Section 4. G.S. 58-65-75 reads as rewritten:

"§ 58-65-75. Coverage for chemical dependency treatment.

(a) As used in this section, the term ‘chemical dependency’ means the
pathological use or abuse of alcohol or other drugs in a manner or to a degree that
produces an impairment in personal, social, or occupational functioning and which
may, but need not, include a pattern of tolerance and withdrawal.

(b) Every group insurance certificate or group subscriber contract under any
hospital or medical plan governed by this Article and Article 66 of this Chapter that
is issued, renewed, or amended on or after January 1, 1985, shall effer provide to its
insureds benefits for the necessary care and treatment of chemical dependency that

House Bill 563 Page 3
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are not less favorable than benefits for physical illness generally. Exeept-as—provided

in—subseetion—(e)-of this—seetion;benefits Benefits for chemical dependency shall be

subject to the same durational limits, dollar limits, deductibles, and coinsurance
factors as are benefits for physical illness generally.

(d) Provisions for benefits for necessary care and treatment of chemical
dependency in group certificates or group contracts shall provide for benefit
payments for the following providers of necessary care and treatment of chemical
dependency:

(1)  The following units of a general hospital licensed under Article 5
of General Statutes Chapter 131E:
a. Chemical dependency units in facilities licensed after
October 1, 1984;
b. Medical units;
c. Psychiatric units; and
(2) The following facilities or programs licensed after July 1, 1984,
under Article 2 of General Statutes Chapter 122C:
Chemical dependency units in psychiatric hospitals;
Chemical dependency hospitals;
Residential chemical dependency treatment facilities;
Social setting detoxification facilities or programs;
e. Medical detoxification facilities or programs; and
(3) Duly licensed physicians and duly licensed psychologists and
certified professionals working under the direct supervision of such
physicians or psychologists in facilities described in (1) and (2)
above and in day/night programs or outpatient treatment facilities
licensed after July 1, 1984, under Article 2 of General Statutes
Chapter 122C. After January 1, 1995, ‘duly licensed psychologists’
shall be defined as licensed psychologists who hold permanent
licensure and certification as health services provider psychologist
issued by the North Carolina Psychology Board.
Provided, however, that nothing in this subsection shall prohibit any certificate or
contract from requiring the most cost effective treatment setting to be utilized by the
person undergoing necessary care and treatment for chemical dependency.

ao o
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Section 5. G.S. 58-65-90 reads as rewritten:
"§ 58-65-90. No discrimination against the mentally ill and chemically dependent.

(a) As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and
(2)  ‘Chemical dependency’ has the same meaning as defined in G.S.
58-65-75
with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
BSM-3-R DSM-IV or the International Classification of Diseases ICD/9/CM, or a
later edition of those manuals.

(b) No hespital,—medieal;—dentel-or—health—serviee corporation governed by this
Chapter shall, solely because an individual to be insured has or had a mental illness
or chemical dependency:

(1) Refuse to issue or deliver to that individual any individual or
group hospital, dental, medical or health service contract in this
State that affords benefits or coverage for medical treatment or
service for physical illness or injury;

(2) Have a higher premium rate or charge for physical illness or injury
coverages or benefits for that individual; or

(3) Reduce physical illness or injury coverages or benefits for that
individual.

(e) Every insurer that wrltes a policy or contract of group or blanket health

insurance or group or blanket accident and health insurance that is issued. renewed,
or amended on or after January 1, 1998, shall provide to its insureds benefits for the
necessary care and treatment of mental illness that are not less favorable than benefits
for physical illness generally. Benefits for treatment of mental illness shall be subject

to the same durational limits, dollar limits, deductibles, and coinsurance factors as are
benefits for physical illness generally."

Section 6. G.S. 58-67-70 reads as rewritten:
"§ 58-67-70. Coverage for chemical dependency treatment.

(a) As used in this section, the term ‘chemical dependency’ means the
pathological use or abuse of alcohol or other drugs in a manner or to a degree that
produces an impairment in personal, social or occupational functioning and which
may, but need not, include a pattern of tolerance and withdrawal.

House Bill 563 ' Page 5
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(b) On and after January 1, 1985, every health maintenance organization that
writes a health care plan on a group basis and that is subject to this Article shall effer
provide benefits for the necessary care and treatment of chemical dependency that
are not less favorable than benefits under the health care plan generally. Exeept-as
provided—in—subseetion—<{e)-ofthisseetion;—benefits Benefits for chemical dependency
shall be subject to the same durational limits, dollar limits, deductibles, and
coinsurance factors as are benefits under the health care plan generally

(d) Provisions for benefits for necessary care and treatment of chemical
dependency in group health care plans shall provide for benefit payments for the
following providers of necessary care and treatment of chemical dependency:

(1)  The following units of a general hospital licensed under Article 5
of General Statutes Chapter 131E:

a. Chemical dependency units in facilities licensed after
October 1, 1984;

b. Medical units;

C. Psychiatric units; and

(2) The following facilities or programs licensed after July 1, 1984,
under Article 2 of General Statutes Chapter 122C:
Chemical dependency units in psychiatric hospitals;
Chemical dependency hospitals;
Residential chemical dependency treatment facilities;
Social setting detoxification facilities or programs;
e. Medical detoxification facilities or programs; and
(3)  Duly licensed physicians and duly licensed practicing psychologists
and certified professionals working under the direct supervision of
such physicians or psychologists in facilities described in (1) and
(2) above and in day/night programs or outpatient treatment
facilities licensed after July 1, 1984, under Article 2 of General
Statutes Chapter 122C.
Provided, however, that nothing in this subsection shall prohibit any plan from
requiring the most cost effective treatment setting to be utilized by the person
undergomg necessary care and treatment for chemlcal dependency

aocoe
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(f) Notwithstanding any other provision of this section or Article, any health
maintenance organization subject to this Article that becomes a qualified health
maintenance organization under Title XIII of the United States Public Health Service
Act shall provide the benefits required under that federal Act, which shall be deemed
to constitute compliance with the provisions of this section; and any health
maintenance organization may provide that the benefits provided under this section
must be obtained through providers affiliated with the health maintenance
organization."

Section 7. G.S. 58-67-75 reads as rewritten:
"§ 58-67-75. No discrimination against the mentally ill and chemically dependent.

(a) As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and
(2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-67-70
with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
BSM-3-R DSM-IV or the International Classification of Diseases ICD/9/CM, or a
later edition of those manuals.

(b) No health maintenance organization governed by this Chapter shall, solely

because an individual has or had a mental illness or chemical dependency:
(1) Refuse to enroll that individual in any health care plan covering
physical illness or injury;
(2) Have a higher premium rate or charge for physical illness or injury
coverages or benefits for that individual; or
(3) Reduce physical illness or injury coverages or benefits for that
individual.

(e) Every insurer that writes a policy or contract of group or blanket health

insurance or group or blanket accident and health insurance that is issued, renewed,
or amended on or after January 1. 1998, shall provide to its insureds benefits for the
necessary care and treatment of mental illness that are not less favorable than benefits
for physical illness generally. Benefits for treatment of mental illness shall be subject
to the same durational limits, dollar limits, deductibles, and coinsurance factors as are
benefits for physical illness generally."
Section 8. G.S. 135-40.7A reads as rewritten:
"§ 135-40.7A. Special provisions for chemical dependency.

(a) Exeept-ss-otherwise-provided-in—this-seetton;benefits Benefits for treatment of

chemical dependency are covered by the Plan and shall be subject to the same

House Bill 563 : Page 7
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deductibles, durational limits, and coinsurance factors as are benefits for physical
illness generally.

(c) Notwithstanding any other provision of this Part, provisions for benefits for
necessary care and treatment of chemical dependency under this Part shall provide
for benefit payments for the following providers of necessary care and treatment of
chemical dependency:

(1)  The following units of a general hospital licensed under Article 5
of General Statutes Chapter 131E:

a. Chemical dependency units in facilities licensed after
October 1, 1984;

b. Medical units;

c. Psychiatric units; and

. (2)  The following facilities licensed after July 1, 1984, under Article 2
of General Statutes Chapter 122C:
a Chemical dependency units in psychiatric hospitals;
b. Chemical dependency hospitals;
c Residential chemical dependency treatment facilities;
d Social setting detoxification facilities or programs;
e. Medical detoxification facilities or programs; and
(3)  Duly licensed physicians and duly licensed practicing psychologists,
certified clinical social workers, licensed professional counselors,
certified fee-based practicing pastoral counselors, certified clinical
specialists in psychiatric and mental health nursing, and certified
professionals working under the direct supervision of such
physicians or psychologists in facilities described in (1) and (2)
above and in day/night programs or outpatient treatment facilities
licensed after July 1, 1984, under Article 2 of General Statutes
Chapter 122C. ‘
Provided, however, that nothing in this subsection shall prohibit the Plan from
requiring the most cost effective treatment setting to be utilized by the person
undergoing necessary care and treatment for chemical dependency."
Section 9. G.S. 135-40.7B reads as rewritten:
"§ 135-40.7B. Special provisions for mental health benefits.
(a) Except as otherwise provided in this section, benefits for the treatment of
mental illness are covered by the Plan and shall be subject to the same deductibles,

durational limits, and coinsurance factors as are benefits for physical illness generally. ‘

Page 8 House Bill 563
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(b) Notwithstanding any other provision of this Part, the following necessary
services for the care and treatment of mental illness shall be covered under this
section: allowable institutional and professional charges for inpatient psychiatric care,
outpatient psychotherapy, intensive outpatient crisis management, partial
hospitalization treatment, and residential care and treatment. The benefits provided
by this section are separate and apart from those provided by G.S. 135-40.7A.

(c) Notwithstanding any other provisions of this Part, the following providers are
authorized to provide necessary care and treatment for mental illness under this
section:

(1) Licensed psychiatrists;
(2) Licensed or certified doctors of psychology;
(3)  Certified clinical social workers;
“(3a) Licensed professional counselors;
(4)  Psychiatric nurses; nurse specialists;
(_5} Ntharcaal verlcers—ande Iraa

(6) Psychological associates with a master’s degree in psychology
under the direct employment and supervision of a licensed
psychiatrist or licensed or certified doctor of psychology;

(7) Licensed psychiatric hospitals and licensed general hospitals
providing psychiatric treatment programs;

(8)  Certified residential treatment facilities, community mental health
centers, and partial hospitalization facilities; and

(9) Certified fee-based practicing pastoral counselors.

(d) Benefits provided under this section shall be subject to a managed,
individualized care component consisting of (i) inpatient utilization review through
preadmission and length-of-stay certification for scheduled inpatient admissions and
length-of-stay reviews for unscheduled inpatient admissions, and (ii) a network of
qualified, available providers of inpatient and outpatient psychiatric treatment
psychotherapy. Where qualified preferred providers of inpatient and outpatient care
are reasonably available, use of providers outside of the preferred network shall be
subject to a twenty percent (20%) coinsurance rate up to five thousand dollars
($5,000) per fiscal year to be assessed against each covered individual in addition to
the general coinsurance percentage and maximum fiscal year amount specified by
G.S. 135-40.4 and G.S. 135-40.6."

Section 10. This act is effective when it becomes law and applies to

contracts issued, delivered, or renewed on or after January 1, 1998.

House Bill 563 Page 9



MINUTES

HOUSE COMMITTEE ON INSURANCE

April 10, 1997

The House Committee on Insurance met on Thursday, April 10, 1997, at 12:00 Noon in
Room 643 of the Legislative Office Building. Chairman Dockham, presiding, called the

meeting to order.

Members present: Representatives Dockham, Brawley, Cole, Dedmon, Dickson,
Gardner, Hardy, Holmes, Hurley, Ives, McComas, Michaux, and Tallent.

The Visitor Registration sheets are attached asa part of the record.

Mr. Linwood Jones, Staff Counsel, provided the attached propdsed committee substitute
for House Bill 434.

The first order of business was recognizing Representatives Alexander who wanted to
correct a statement she made at the Insurance Committee on April 3, 1997, concerning
House Bill 563 entitled Mental Health Parity.

-

- The second order of business was sending House Bill 452 entitled Beach Plan .
Amendments, to a sub-sub committee. He appointed Representative Brawley as v
Chairman of this sub-sub committee and appointed Representatives Preston, McComas,

Wright and Henslely as members on this committee.

The third order of business was House Bill 434 entitled Federal Health Insurance

Changes/AB. Chairman Dockham appoined Represéntative Brawley to preside as

Chairman of the Insurance Committee while he as cosponsor of this bill explained House
-Bill 434.

. ..Chairman Brawley recognized Bill Hale, Chief Legislative Counsel, of the Départment of """ ...~

Insurance, to further explain House Bill 434 and answer any questions the members ask.
Chairman Brawley recognized Representative Dickson who asked if the present revision
of House Bill 434 complied with the Federal Government version of this bill. The reply
was yes, it was. Representative Dickson then made a motion for a favorable report as to

committee substitute, unfavorable as to original bill. The motion passed.

There being no further business, thé chairman adjourned the meeting at 12:20 p.m.
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April 10, 1997

MEMORANDUM

TO: House Insurance Committee

FROM: Linwood Jones /
Committee Counsel

RE: Proposed Committee Substitute for House Bill 434
Federal Health Insurance Changes

Kennedy-Kassenbaum:

The proposed committee substitute for House Bill 434 enacts a new Article 68
in the Insurance code (Chapter 58 of the General Statutes) containing the new
health insurance requirements of the Health Insurance Portability and
Accountability Act of 1996, more popularly known as "Kennedy-Kassenbaum."
Congress enacted and the President signed Kennedy-Kassenbaum into law last
year. The law imposes many new requirements on the underwriting of health
insurance.

Congress made Kennedy-Kassenbaum's requirements applicable to self-
funded plans that the states are prohibited under federal ERISA law from
regulating. It is estimated that about one-half of the insured population in North
Carolina falls under self-funded plans. In deference to the tradition of state
regulation of commercial insurance carriers (including HMOs and Blue Cross
organizations), Congress has given the states until July 1, 1997, to apply the
Kennedy-Kassenbaum requirements to its commercial insurers. These
requirements will automatically go into effect as federal law, to be enforced by the
federal government, in any state that does not enact and implement the
appropriate legislation by July 1, 1997. Generally, states are allowed to exceed

‘ the minimum standards established under Kennedy-Kassenbaum.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



The Kennedy-Kassenbuam legislation grew out of the failed efforts of the early
1990s in Washington and in the states to enact comprehensive health care
reform. Kennedy-Kassenbaum is best characterized as "health insurance
reform." Many states, including North Carolina, had already adopted some of
these reforms several years ago. For example, many states already have small
employer group reform laws. North Carolina has also already adopted portability
requirements, limitations on the use of preexisting condition exclusions, and
restrictions on medical underwriting in the group market. These existing State
laws must be fine-tuned and in some cases substantially revised to meet the
requirements of Kennedy-Kassenbaum. There are also some additional
requirements in Kennedy-Kasenbaum, particularly in the individual insurance
market (for "eligible" individuals), that are currently not in place in North Carolina.

Section 1 of the bill sets out the new Article 68 containing the health insurance
requirements from Kennedy-Kassenbaum. The original bill was an attempt to
restate the federal requirements in more concise terms. The proposed
committee substitute more closely tracks the federal law and is in fact a verbatim
copy of most of the federal law. There are a few instances in which an existing
State law that exceeds the minimum requirements of Kennedy-Kassenbaum was
retained. For example, Kennedy-Kassenbaum defines the "small group” market
as employers with 2 to 50 employees. North Carolina law has for several years
covered self-employed individuals under its "small group" laws. House Bill 434
retains the existing North Carolina law on this matter. The remaining sections of
the bill, except for the provisions near the end relating to maternity stay and
mental parity, conform existing insurance statutes to the changes made in
Section 1 and to a few other provisions of Kennedy-Kassenbaum.

The major requirements under Kennedy-Kassenbaum with respect to health
insurance underwriting are as follows:

* Increases portability. "Portability" refers to a person being able to get credit at
a new job for the time he or she spent satisfying the waiting period for preexisting
condition exclusions under the health insurance policy at the previous job.
Without portability, the employee would likely encounter a new 12-month waiting
period for coverage of preexisting conditions each time he or she changed jobs.
Portability does not mean that the employee takes the same insurance coverage
from one job to the next.

North Carolina enacted its first portability law several years ago and has
liberalized its applicability in the years since. Our current state portability laws
are very similar to the Kennedy-Kassenbaum requirement. The changes in
Article 68 will ensure that they conform to the federal law. For example, our
current law allows a lapse of up to 60 days between policies before an individual
loses his or her “credit" for portability purposes. House Bill 434 increases this to
the 63-day lapse period required under federal law.

* Limits the duration of preexisting conditions in group policies. North
Carolina had already recently imposed limits on the duration of preexisting




condition exclusions in both the large group (G.S. 58-51-80) and small group
(G.S. 58-50-130) markets. Our 12-month limit on the duration of preexisting
condition exclusions matches the new federal requirement, but there are other
differences: the federal law also restricts the limits on preexisting condition
exclusions for late enrollees to 18 months and specifies a shorter "look-back"
period. The "look-back” period, 6 months under the federal law, refers to how far
back, prior to the insured's enroliment in the health benefit plan, the preexisting
condition clause reaches. Under current North Carolina law, preexisting
conditions are those conditions for which medical treatment was received or
recommended or medical advice rendered during the 12 months prior to
enroliment in the plan. The bill changes our "look-back" period to the 6-month
period required under federal law.

* Prohibits insurers from excluding someone from group coverage because
of their health status. North Carolina already has laws prohibiting the use of
evidence of individual insurability and the use of riders to exclude a person from
coverage in employer group plans (G.S. 58-51-80(b)(2); G.S. 58-3-173; 58-50-
125(d); G.S. 58-50-130(a)(6), (7)). Our requirements are rewritten in House Bill
434 to track the federal law exactly. The federal law, for example, lists specific
types of "health status” factors that cannot be used to deny coverage in an
employer group plan, including past claims experience, genetic information, and
medical problems stemming from domestic violence.

* Guaranteed renewability in the group market (both large group and small
group) and the individual market. Federal law requires the insurer to renew
the coverage if the group or individual wants to continue the coverage. The
insurer is not required to renew if the premiums have not been paid, if there has
been fraud, or for similar reasons that are unrelated to the health status of the
group or individual. House Bill 434 makes these provisions applicable to North
Carolina.

* Guaranteed issuance of policies for eligible individuals. This is generally
referred to as "group to individual portability." An eligible individual is a person
who has at least 18 months worth of past health insurance coverage, the most
recent of which was under a group plan; who is not eligible for group health
insurance, Medicaid, or Medicare; who has no other insurance coverage; who did
not lose coverage under the group plan for nonpayment of premium or similar
reasons; and who has elected (if eligible) and exhausted COBRA coverage or
State continuation coverage (Article 53 of Chapter 58 of the General Statutes).
Note: The federal law does not require policies to be issued to anyone else in the
individual market.

* Guaranteed issue for the small group market. North Carolina's existing
small group reform laws, applicable to self-employed individuals and to employers
with as up to 49 employees, requires guaranteed issue of two types of plans:
basic and standard (G.S. 58-50-130). The federal law appears to require all
small group plans to be guaranteed-issue plans, and House Bllt 434 changes
North Carolina law accordingly. House Bill 434 retains self-employed individuals



under our definition of "small employer." Our reference to "49 employees” is
increased to match the federal reference to "50 employees.” There is no
guaranteed issue requirement under the federal law for the large group market.
However, the federal government will monitor access to insurance in the large

group market.

* Allows for alternative mechansisms to satisfy the State's obligations in the
individual market. High-risk pools, open enrollment in Blue Cross plans with no
preexisting conditions, and similar mechanisms for insuring individuals are
acceptable alternatives to the requirements for guaranteed renewability in the
individual market and guaranteed issue to certain individuals in the individual
market. North Carolina does not currently have a high-risk pool nor any other
alternative market mechanism that is known to be acceptable. House Bill 434
therefore contains the federal provisions for the individual market. Kennedy-
Kassenbaum does allow alternative market mechanisms to be substituted at any
time in the future for the federal requirements as long as the Secretary of Health
and Human Services does not disapprove of the state's proposed alternative
mechanism. Failure to adopt an alternative market mechanism does not mean
that the federal government will enforce the insurance laws in North Carolina with
respect to individuals. However, in the absence of alternative mechanisms,
failure to adopt the federal "fallback" requirements by July 1, 1997, would subject
North Carolina to federal enforcement of insurance laws (just as failure to adopt
all of the other Kenedy-Kassenbaum requirements by July 1, 1997, would do).

Maternity Stay and Mental Parity:

In addition to Kennedy-Kassenbaum, another federal law enacted last year
requires state conforming legislation this year also. H.R. 3666, an appropriation
bill for the Department of Veterans Affairs and HUD, contained two riders that
were enacted as Titles VI and VIl of that bill. Title VI, the Newborns' and
Mothers' Health Protection Act of 1996, requires states that have not already
adopted 48 hour/96 hour maternity coverage (or an acceptable alternative) to
adopt the new federal maternity stay requirements. North Carolina was one of
the first states to have passed maternity stay coverage legislation back in 1995.
The State law has the same maternity stay period benefit coverage as is now
being required by federal law (48 hours following vaginal birth and 96 hours
following cesarean birth). The federal Newborns' and Mothers' Health Protection
Act of 1996 appears to recognize North Carolina law as being sufficient as it now
exists (HR 3166, Title VI, adding section 2704(f)(1)(A)). House Bill 434 repeals
the existing maternity stay law (see section 20 of the bill) and substitutes a new
law (see section 19) that more closely resembles the federal law and that
contains some additional clarifying language. The additional federal restrictions
include, for example, a prohibition against an insurer for (i) penalizing a doctor
who advises the mother to remain in the hospital for the 48 or 96 hour period and
(ii) offering rebates or other financial incentives to encourage mothers to leave ‘
earlier than the minimum coverage period.




The other rider to the federal bill, Title VII, is entitled "Parity in the Application
of Certain Limits to Mental Health Benefits." Mental parity was originally debated
as part of the Kennedy-Kassenbaum legislation. However, it was withdrawn from
the Kennedy-Kassenbaum debate and was enacted, in a less comprehensive
form, as a rider to HR 3666 weeks later. As with the health insurance
requirements under Kennedy-Kassenbaum and the maternity-stay provisions,
Congress has applied the mental parity law to self-funded plans and is directing
the states to apply it to the commercial insurance carriers. It is important to note
that the federally-mandated version of "mental parity" is substantially different
than what we have generally referred to locally as "mental parity." The federal
version of mental parity means parity between the coverage in physical health
benefits and mental health benefits only with respect to the annual and lifetime
limits under the health plan. For example, if a plan provides mental health
benefits, it cannot impose a $50,000 lifetime limit for mental health benefits if it
provides $1 million in lifetime benefits for illnesses generally. A plan providing
mental health benefits cannot have a $10,000 annual cap on mental health
benefits if it has no cap on benefits generally. This should not be confused with
the "comprehensive mental parity” legislation that is pending before the
legislature (House Bill 353 and Senate Bill 400). The federally-mandated
version of mental parity, which is the version contained in House Bill 434, differs
from comprehensive mental parity as follows:

(1) The federal law does not prohibit the use of different cost-sharing
mechanisms for mental health benefits (such as higher deductibles, higher
copayments, restrictions on the number of provider visits, etc.). Comprehensive
mental parity legislation would require that these mechanisms be the same for
mental health benefits and general health benefits.

(2) The federal law does not require the insurer to offer mental health
benefits at all. Comprehensive mental parity requires that the benefits be
provided.

(3) Small employers (2 to 50 employees) are exempt from the federal
mental parity law.

(4) Parity in mental health benefits is not required under the federal law if it
will increase plan costs by more than one percent.

(5) Treatment for substance abuse and chemical dependency are not
covered under federal mental parity legislation.

(6)  The federal mental parity requirement sunsets September 30, 2001.

The maternity stay and mental parity changes take effect January 1, 1998.
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Without prejudice.

With an indefinite postponement report.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

HOUSE BILL 434

Short Title: Federal Health Insurance Changes/AB. (Public)

Sponsors: Representatives Dockham; and Brawley.

Referred to: Insurance.

March 10, 1997

A BILL TO BE ENTITLED
AN ACT TO CONFORM NORTH CAROLINA HEALTH INSURANCE LAWS
TO RECENTLY ENACTED FEDERAL LAWS CONCERNING HEALTH
INSURANCE UNDERWRITING AND PORTABILITY, MATERNITY
COVERAGE, AND COVERAGE FOR MENTAL ILLNESS.
The General Assembly of North Carolina enacts:
~Section 1. Article 3 of Chapter 38 of the General Statutes is amended by
adding a new section to read:
"§ 58-3-176. Medical underwriting; portability; enroliment; termination of coverage.
(a) Definitions. -- As used in this section: _
(1) :Creditable covzrage’ means coverage under one or more of the
following plans, provided that the plan is not followed by a lapse

of coverage longer than 63 days, excluding waiting periods:
A group health benefit plan.
A certificate or policy of individual insurance.

Part A or B of Title XVIII of the Social Security Act.
Title XIX of the Social Securitv_Act, other than coverage

consisting solely of benefits under section 1928.

Chapter 55 of Title 10 of the United States Code.

A _medical care program of the Indian Health Service or of a
tribal organization.

A health plan offered under Chapter 89 of Title 3 of the
United States Code.
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(8)

h. A _public health plan, as defined by federal law_or
regulation.

L. A _health benefit plan under section 5(e) of the Peace Corps
Act.

‘Eligible individual’ means an individual who meets all of the

following at the time of application for coverage:
a. Has accumulated at least 18 months of prior creditable

coverage. the most recent of which was under a health
benefit plan__provided by an employer. church, or

government plan.
b. Has no other health insurance coverage and is not eligible

for Medicare coverage. _
c. Had elected and has since exhaus 2d group health insurance
continuation coverage under COBRA or Article 33 of this

Chapter. :
‘Enrollee’ means an insured or a dependent of the insured under a

group health benefit plan.
‘Group health benefit plan’ means a plan of health care coverage

provided bv an insurer to_an emplover group, including a small
emplover group.

‘Health status’ means the physical and mental medical condition of

an individual and includes prior medical history, claims

experience, receipt of health care services, evidence of insurability

including conditions arising out of acts of domestic violence

disability, and genetic information.

‘Insurer’_means_an_insurance company subject to this Chapter, a
service corporation organized under Article 65 of this Chapter, a
health maintenance organization organized under Article 67 of this
Chapter, and a multiple emplover welfare arrangement subject to

Article 49 of this Chapter.

‘Preexisting condition _provision’ means a policy provision
excluding or limiting coverage for a condition for which medical
advice diagnosis, care, or treatment was recommended or received

within the six-month period immediately before enrollment.

‘Small employer’ means a small employer as defined in G.S. 58-50-
110(22).

(b) Excegtibns. -- This section does not apply to the following tvpes of insurance

benefits:

Page 2

(1)

(2)

Accident only, disability income coverage. coverage issued as
supplemental to liability insurance, automobile and homeowners’
medical pavments coverages, and credit insurance.

Dental, vision, long-term care, nursing home care, and Medicare
supplemental insurance, if provided in a policy separate from the
health benefit plan.

House Bill 434
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(c) Medical Underwriting Restricted. -- An_insurer shall not refuse to enroll an
individual or_a dependent of the individual under a group health benefit plan
because of the health status of the individual or dependent.

(d) Guaranteed Renewability. -- An_insurer shall not unilaterally discontinue nor
refuse to renew any_of the following, except as provided in subsection (e) of this
section:

(1) A group health plan. ‘
(2) The coverage of an individual or a dependent of the individual

under a group health plan.

(3) The coverage of an individual under a policy or_certificate of

individual insurance.

(e) Exceptions to Guaranteed Renewabilitv. -- An insurer mayv unilaterallv
discontinue or nonrenew_a health benefit plan_ or individual health insurance
coverage under anv of the following conditions; :

(1) The plan sponsor or_individual insured has failed to timely pay

premiums.

(2) The plan sponsor. a_person insured under the plan. or_an
individual insured has committed a fraud or made a material
misrepresentation with respect to coverage under the health benefit
plan.

The insurer_is discontinuing coverage in the market in accordance
with subsection (}) of this section.

With respect to group health benefit plans, the plan sponsor has
not _complied with the insurer’s participation or contribution
requirements.

With respect to a health _maintenance organization, the individual
insured or the enrollees of the plan sponsor no longer live. reside,
or work in the plan’s service area.

With respect to employer or_individual participants in _an
association plan, the participant is no_longer a member of the

(f) Premium Equity. -- An_insurer shall not charge an enrollee in a group health
benefit plan a higher premium than a similar enrollee in that plan solely because of
the enrollee’s health status.

(g) Riders; Preexisting Conditions Provisions. -- With respect to an individual or
the individual’s dependent under a group health benefit plan, an insurer shall not
limit or_exclude coverage. through a rider, endorsement, or any other means, for a

specified disease or medical condition otherwise covered under that plan. An insurer
may_ applyv a preexisting condition provision under a group health benefit plan or
under individual health insurance coverage only in_accordance with the following
criteria: : '

=

e

D

S

(1) The period during which coverage is limited or excluded may not

exceed 12 months following the date of enrollment of an enroliee
nor 18 months following the date of enrollment of a late enrollee.

House Bill 434 Page 3
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(2) This period must be reduced by the waiting periods or portions

thereof satisfied under all prior creditable coverage. An insurer
may determine creditable coverage based on benefit categories or
without regard to benefits, in accordance with rules adopted by the
Commissioner.
(3) A preexisting condition provision may not be applied to any of the
following:
Pregnancy or a pregnancy-related condition,
A _newborn_who is covered under creditable coverage no
later than the thirtieth day following birth. _
A _child adopted or placed for adoption before age 18 who is
covered under creditable coverage no later than the thirtieth
day following adoption or placement for adoption.
“A_potential but undiagnosed condition relating to_genetic

information_about the insured.

(h) Special Enrollment Under Group Health Benefit Plans. -- An employee or a
dependent of the emplovee (if dependent coverage is offered) who failed to enroll
during the open enrollment period in the group health benefit plan sponsored by the
emplover mav_enroll in that_plan_during a special enrollment period under the
following conditions:

(1) The employee or dependent must have been covered under
another health benefit plan at the time of open _enrollment.

(2) If required by the insurer or plan_sponsor at that time, the
employee must have declined enrollment in writing because of the
other coverage.

(3) If the other coverage was continuation coverage under COBRA or
Article 53 of this Chapter, it must be exhausted.

(4) If the other coverage was not continuation coverage, the employee
or_dependent must _have lost_eligibilitv_for the coverage or_the
emplover stopped contributing premium.

Unless extended bv the insurer. the special enrollment period begins with the loss or
exhaustion_of coverage under subdivision (3) or (4) of this subsection and ends 30
days later, ,

(i) Individual Insurance for Individuals With Prior Group Coverage. -- An insurer

that provides individual health benefit plans in this State shall not deny an eligible
individual coverage under an individual health benefit plan nor impose a preexisting

condition limitation or exclusion under the plan. However, an insurer mav limit an

eligible individual to two policy forms if those forms are designed for, made generally

available to. and activelv_marketed to. and enroll eligible and other individuals and

are representative of individual health insurance coverage offered by the insurer in

this State. as determined in accordance with federal law and rules adopted bv the

[

o
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1 An_insurer may deny coverage to_individuals under this subsection if the denial is
2 applied uniformly, is not based on the health status of the individuals, and meets one
3 of the following criteria:

4 (1) A _health maintenance organization may limit enrollment to
5 individuals who live, work, or reside in the plan’s service area and
6 may _deny coverage to _individuals within the service area if it can
7 reasonably anticipate and demonstrate to the Commissioner that (i)
8 it _will not have the capacitv_within that area _and among its
9 contracted providers to_ deliver_ services adequately to these
10 individuals because of its obligations to_existing enrollees and (ii)
11 its_anticipated inabilitv to deliver these services is not a pretext for
12 denying coverage based on_the health status of the individuals.
13 Denial of coverage under this subdivision precludes the health
14 maintenance organization from offering anv_coverage in the
15 individual market within the affected service area for 180 davs.

16 (2) An insurer may denv coverage in the individual market upon
17 demonstrating to the satisfaction of the Commissioner that it lacks
18 the financial capacity to insure additional persons. without regard
19 to their health status.

20 (1) Termination of Coverage. -- An insurer mav stop writing coverage in a group
21 health benefit plan market or the individual market onlv in accordance with the

22 following:

23 (1) If all coverage is to be discontinued in the market for small
24 emplovers, as defined in G.S. 58-50-110(22). the market for other
25 emplover groups., or both, or the market for individual insureds,
26 the insurer must do the following:

27 a. Notify all affected plan sponsors and plan participants or
28 individual insureds 180 days in advance.

29 b. Discontinue renewal of policies in the market from which it
30 1s withdrawing, ‘

31 C. Discontinue writing new policies in that market for five
32 years.

33 (2) If coverage is to be discontinued only for a_particular type of plan,
34 the insurer must do the following:

33 a. Notify_all _affected plan sponsors and plan participants or
36 . individual insureds 90 days in advance.

37 b. Offer for purchase other coverage to affected plan sponsors
38 or_individual insureds. and if the plan sponsor is a small
39 emplover, the offer shall include all available plan
40 coverages.

41 (3) Discontinuations and offers of alternative coverage shall not be
42 ' based on the health status of those insured.

43 This subsection does not prohibit an insurer from modifving the coverage available
44 through a particular plan in accordance with State law."

House Bill 434 ' Page 5
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Section 2. G.S. 58-50-110 reads as rewritten:
"§ 58-50-110. Definitions.
As used in this Act:

(1)
(1)

(1b)

(4)
(5)

(52)

(6),
(8)

(9)

(10)

‘Accountable health carrier’ means that as defined in G.S. 143-
622(1).

‘Actuarial certification’ means a written statement by a member -of
the American Academy of Actuaries or other individual acceptable
to the Commissioner that a small employer carrier is in compliance
with the provisions of G.S. 58-50-130, and to the extent applicable,
the provisions of G.S. 58-3-176, based upon the -person’s
examination, including a review of the appropriate records and of
the actuarial assumptions and methods used by the small employer
carrier in establishing premium rates for applicable health benefit
plans. _

‘Adjusted community rating’ means a method used to develop
carrier premiums which spreads financial risk across a large
population and allows adjustments for the following demographic
factors: age, gender, family composition, and geographic areas, as
determined pursuant to G.S. 58-50-130(b).

Repealed by Session Laws 1993, c. 529, s. 3.3.

‘Basic health care plan’ means a health care plan for small
emplovers that is lower in cost than a standard health care plan
and is required to be offered by all small employer carriers
pursuant to G.S. 58-50-125 and approved by the Commissioner in
accordance with G.S. 58-50-125. _

‘Board’ means the board of directors of the Pool.

‘Carrier’ means any person that provides one or more health
benefit plans in this State, including a licensed insurance company,
a prepaid hospital or medical service plan, a health maintenance
organization (HMO), and a multiple employer welfare
arrangement.

‘Case characteristics’ means the demographic factors age, gender,
family size, and geographic location.

(7) Repealed by Session Laws 1993, c. 529, s. 3.3.

‘Committee’ means the Small Employer Carrier Committee as
created by G.S. 58-50-120.

‘Dependent’ means the spouse or child of an eligible employee,
subject to applicable terms of the health care plan covering the
employee.

‘Eligible employee’ means an employee who works for a small
employer on a full-time basis, with a normal work week of 30 or
more hours, including a sole proprietor, a partner or a partnership,
or an independent contractor, if included as an employee under a

House Bill 434
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(11)

(13)
(14)

House Bill 434

health care plan of a small employer; but does not include
employees who work on a part-time, temporary, or substitute basis.
‘Health benefit plan’ means any accident and health insurance
policy or certificate; nonprofit hospital or medical service
corporation contract; health, hospital, or medical service
corporation plan contract; HMO subscriber contract; plan provided
by a MEWA or plan provided by another benefit arrangement, to
the extent permitted by ERISA, subject to G.S. 58-50-115. Health

benefit plan does not mean—saeeident-enly—Sspecited—disease—only;
ﬂxed—méemnﬁy—efeé&—er—fhsabﬂﬁr—msufeﬁee—eevef&ge—ef

seH-tnsuraree: include benefits described in G.S. 58-3-176(b).
‘Impaired insurer’ has the same meaning as prescribed in G.S. 58-
62-20(6) or G.S. 58-62-16(8).
Repealed by Session Laws 1993, c. 529, s. 3.3.
‘Late enrollee’ means an eligible employee or dependent who
requests enrollment in a health benefit plan of a small employer
after the end of the initial enrollment period provided under the
terms of the health benefit plan in effect at the time the employee
first became eligible; provided that the initial enrollment period
shall be a period of at least 30 consecutive calendar days. However,
an eligible employee or dependent shall not be considered a late
enrollee if:

a. The individual was covered under a public or private health
benefit plan that provided, at the time the individual was
eligible to enroll, the same required level of benefits in the
basic and standard health care plans adopted pursuant to
G.S. 58-50-120 and either the individual:

1. Lost coverage under another health plan as a result of
termination of employment, termination of a spouse’s
health plan coverage, or the death of a spouse or
divorce and requests enrollment in a basic or
standard health care plan within 30 days after
termination of coverage provided under another
health plan; or

Page 7
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(15)
(16)

(17)

(18)

(19)

(20)

(21)

2. Stated, in writing, during the enrollment period that
coverage under another employer health benefit plan
was the reason for declining coverage;

3, 4. Repealed by Session Laws 1993, ¢. 529, s. 3.3.

b. The individual elects a different health plan offered through
the Alliance during an open enrollment period;

c. An eligible employee requests enrollment within 30 days of
becoming an employee of a member small employer;
d. A court has ordered coverage be provided for a spouse or

minor child under a covered employee’s health benefit plan
and the request for enrollment for a spouse is made within
30 days after issuance of the court erders order. A minor
child shall be enrolled in accordance with the requirements
of G.S. 58-51-120; or

e. The individual or employee enrollee makes a request for
enrollment of the spouse or child within 30 days ef after the
wetviduat individual’s or employee’s marriage or the birth
er-adoption birth, adoption, or placement for adoption of a
child.

Repealed by Session Laws 1993, c. 529, s. 3.3.

‘Pool’ means the North Carolina Small Employer Health
Reinsurance Pool created in G.S. 58-50-150.

Preex1stmg -conditions prov151on means a pel-re*v—p-reﬁsreﬁ—%haf

as—fe—fhaf—eeﬁéﬁﬂ}n—eﬁs—ee—pfegn&ﬁey—eﬁsﬁﬁg—eﬂ—ﬂﬁ&e&eﬂw
date-of-eeverage: preexisting condition provision as defined in G.S.
58-3-176.

‘Premium’ includes insurance premiums or other fees charged for
a health benefit plan, including the costs of benefits paid or
reimbursements made to or on behalf of persons covered by the
plan.

‘Rating period’ means the calendar period for which premium
rates established by a small employer carrier are assumed to be in
effect, as determined by the small emplover carrier.

‘Risk-assuming carrier’ means a small employer carrier electing to
comply with the requirements set forth in G.S. 58-50-140.
‘Reinsuring carrier’ means a small employer carrier electing to
comply with the requirements set forth in G.S. 58-50-145.

House Bill 434
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(21a)  ‘Self-employed individual’ means an individual or sole proprietor
who derives a majority of his or her income from a trade or
business carried on by the individual or sole proprietor which
results in taxable income as indicated on IRS form 1040,
Schedule C or F and which generated taxable income in one of
the two previous years.

(22) ‘Small employer’ means any individual actively engaged in
business that, on at least fifty percent (50%) of its working days
during the preceding calendar quarter, employed no more than
49 eligible employees, the majority of whom are employed within
this State, and is not formed primarily for purposes of buying
health insurance and in which a bona fide employer-employee
relationship exists. In determining the number of eligible
employees, companies that are affiliated companies, or that are
eligible to file a combined tax return for purposes of taxation by
this State, shall be considered one employer. Subsequent to the
issuance of a health benefit plan to a small employer and for the
purpose of determining eligibility, the size of a small employer
shall be determined annually. Except as otherwise specifically
provided, the provisions of this Act that apply to a small
employer shall continue to apply until the plan anniversary
following the date the small employer no longer meets the
requirements of this definition. For purposes of this Act, the term

small employer includes self-employed individuals.

(23)  ‘Small employer carrier’ means any carrier that offers health
benefit plans covering eligible employees of one or more small
employers.

(24) ‘Standard health care plan’ means a health care plan for smalt

employers required to be offered by all small employer carriers
under G.S. 58-50-125 and approved by the Commissioner in
accordance with G.S. 58-50-125."

Section 3. G.S. 58-50-125(c) reads as rewritten:

"(c) Fhe Except as provided under G.S. 58-3-176. the plans developed under this
section are not required to provide coverage that meets the requirements of other
provisions of this Chapter that mandate either coverage or the offer of coverage by
the type or level of health care services or health care provider."

Section 4. G.S. 58-50-125(g) reads as rewritten:

"(g) No HMO operating as either a risk-assuming carrier or a reinsuring carrier is
required to offer coverage or accept applications under subsection (d) of this section
in the case of any of the following:

(1) To a group that is not physically located in the HMO's approved
service areas;

(2) To an employee who does not reside within the HMO’s approved
service areas;

House Bill 434 Page 9
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3) Within an area, where the HMO can reasonably anticipate, and
demonstrate, to the Commissioner’s satisfaction, that it will not
have the capacity within that area and its network of providers to
deliver services adequately to the enrollees of those groups
because of its obligations to existing group contract holders and
enrollees. '

An HMO that ‘does not offer coverage pursuant to subdivision (3) of this
subsection may not offer coverage in the applicable area to new employer groups
with more than 49 eligible employees until the later of 90 days after that closure or
the date on which the carrier notifies the Commissioner that it has regained capacity
to deliver services to small employers."

Section 5. G.S. 58-50-130(a) reads as rewritten:

"(a) Health benefit plans covering small employers are subject to the following
provisions:

2N

Page 10 - House Bill 434
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(42)

House Bill 434

A carrier may continue to enforce reasonable employer
participation and contribution requirements on small employers
applying for coverage; however, participation and contribution
requirements may vary among small employers only by the size of
the small employer group and shall not differ because of the
health benefit plan involved. In applying minimum participation
requirements to a small emplover, a small employer carrier shall
not consider employees or dependents who have qualifying
existing coverage in determining whether an applicable

Page 11
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Page 12

(3)

(6)

9)

participation level is met. ‘Qualifying existing coverage’ means
benefits or coverage provided under: (i) Medicare, Medicaid, and
other government funded programs; or (ii) an employer-based
health insurance or health benefit arrangement, including a self-
insured plan, that provides benefits similar to or in excess of
benefits provided under the basic health care plan. An
accountable health carrier shall not enforce participation or
contribution requirements on member small employers, as
defined in G.S. 143-622(18), unless those requirements meet with
the standards adopted by the State Health Plan Purchasing
Alliance Board.

Notwithstanding any other provision of this Chapter, no small
employer carrier, insurer, subsidiary er of an insurer, or
controlled individual of an insurance holding company shall act
as an administrator or claims paying agent, as opposed to an
insurer, on behalf of small groups which, if they purchased
insurance, would be subject to this section. No small employer
carrier, insurer, subsidiary of an insurer, or controlled individual
of an insurance holding company shall provide stop loss,
catastrophic, or reinsurance coverage to small employers that
does not comply with the underwriting, rating, and other
applicable standards in this Act.

If a small employer carrier offers coverage to a small employer,
the small employer carrier shall offer coverage to all eligible
employees of a small employer and their dependents. A small
employer carrier shall not offer coverage to only certain
individuals in a small employer group except in the case of late
enrollees as provided in G.S. 58-50-130(a)(4).

The health benefit plan must meet the applicable requirements of
G.S, 38-3-176."

Section 6. G.S. 58-50-130(d) reads as written:

House Bill 434
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"(d) In connection with the offering for sale of any health benefit plan to a small
employer, each small employer carrier shall make a reasonable disclosure, as part of
its solicitation and sales matertatss—of+ materials, of the following and shall provide
this information to the small employer upon request:

(1)
(2

(3)
(4)
(3)

12

13
14
15
16
17
18

19

. 20

21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
=)
41
42
43
44

Repealed by Session Laws 1993, c. 529, s. 3.7.

Provisions concerning the small employer carrier’s right to
change premium rates and the factors other than claims
experience that affect changes in premium rates.

Provisions relating to renewability of policies and contracts.
Provisions affecting any preexisting conditions provision.

The benefits available and premiums charged under all health

benefit plans for which the small emplover is eligible."

Section 7. G.S. 58-51-15(a)(2)b reads as rewritten:

"b. This policy contains a provision limiting coverage for
preexisting conditions.  Preexisting conditions stst—be
eoverage: are covered under this policy............ (insert number
of months or days. not to exceed one_yvear) after the

effective date of coverage. Preexisting conditions ere
definred—as mean ‘those conditions for which medical adwiee

advice, diagnosis, care, or treatment was received or
recommended er—that—eewtd—be—medicaly—deeumented
within the e: e-yesar six-month perlod 1mmed1ately preceding

the effective date of the person’s coverage Preexisting

uﬁéer—the—neﬂw—eewfa-ge- Cred1t for havmg satlsfled some or

all of the preexisting condition waiting periods under

previous health benefits coverage shall be given in
accordance with G.S. 58-3-176." '

Section 8. G.S. 58-51-80(b) reads as rewritten:

House Bill 434
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"(b) No policy or contract of group accident, group health or group accident and
health insurance shall be delivered or issued for delivery in this State unless the
group of persons thereby ‘insured conforms to the requirements of the following
subdivisions:

Page 14

(1)

(1a)

Under a policy issued to an employer, principal, or to the trustee
of a fund established by an employer or two or more employers
in the same industry or kind of business, or by a principal or two
or more principals in the same industry or kind of business,
which employer, principal, or trustee shall -be deemed the

policyholder, covering, except as hereinafter provided, only

employees, or agents, of any class or classes thereof determined
by conditions pertaining to employment, or agency, for amounts
of insurance based upon some plan which will preclude
individual selection. The premium may be paid by the employer,
by the employer and the employees jointly, or by the employee;
and where the relationship of principal and agent exists, the
premium may be paid by the principal, by the principal and
agents, jointly, or by the agents. If the premium is paid by the
employer and the employees jointly, or by the principal and
agents jointly, or by the employees, or by the agents, the group
shall be structured on an actuarially sound basis.
Under a policy issued to an association or to a trust or to the
trustee or trustees of a fund established, created, or maintained
for the benefit of members of one or more associations. The
association or associations shall have at the outset a minimum of
500 persons and shall have been organized and maintained in
good faith for purposes other than that of obtaining insurance:
shall have been in active existence for at least five years; shall not
condition membership in the association on_any health status-
related factor relating to an individual (including an emplovee of
an_emplover or a dependent of an employee); shall not make
health insurance coverage through the association available other
than_in connection with a member of the association; and shall
have a constitution and bylaws that provide that (i) the
association or associations hold regular meetings not less than
annually to further purposes of the members; (ii) except for credit
unions, the association or associations collect dues or solicit
contributions from members; and (iii) the members have voting
privileges and representation on the governing board and
committees. The policy is subject to the following requirements:
a. The policy may insure members of the association or
associations, employees of the association or associations, or
employees of members, or one or more of the preceding or

House Bill 434
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o

all of any class or classes for the benefit of persons other
than the employee’s employer. :
The premium for the policy shall be paid from funds
contributed by the association or associations, or by
employer members, or by both, or from funds contributed
by the covered persons or from both the covered persons
and the association, associations, or employer members.

POHES ) ‘ 1' o

; . ) o T ; , )
fe : . l i " g- : eKeept
The policy shall make health insurance coverage offered

through the association available to all members_regardless
of anv health status-related factor relating to such member

(or individuals eligible for coverage through a member).

House Bill 434
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Section 9. G.S. 58-51-80(h) reads as rewritten:

"(h) Nothing contained in this section applies to any contract issued by any
corporation defined in Article 65 of this Chapter. Subdivision—<(b)3)-ofthis—seetion
apphesto-MEWAS-as-defined-G-5—358-40-30(a)"

Section 10. G.S. 58-33-1 reads as rewritten:

"§ 58-53-1. Definitions.
As used in this Article, the following terms have the meanings specified:

(D

(2)

©)

4)
(3)

(3a)

‘Group policy’ means a group accident and health insurance
policy issued by an insurance company and a group contract
issued by a heslth service corporation or health maintenance
organization or similar corporation or organization.

‘Individual " policy’ or ‘converted policy’ means an individual
health insurance- policy issued by an insurance company or an
individual health—servtees contract issued by a health service
corporation or health maintenance organization or similar
corporation or organization.

‘Insurance’ and ‘insured’ refer to coverage under a group policy,
individual policy or converted policy on a premium-paying basis,
and do not include coverage provided by reason of a disability
extension.

"Insurer” means the entity issuing a group policy or an individual
or converted policy.

"Medicare" means Title XVIII of the United States Social
Security Act as added by the Social Security Amendments of
1965 or as later amended or superseded.

‘Member’ or ‘employee’ includes an insured spouse or dependent

(6)
()

of a member or of an employee.
‘Premium’ includes any premium or other consideration payable

for coverage under a group or individual policy.

‘Reasonable and customary’ means the most {requently used level
of charge made for the supplies or for a specific service in the
geographic subarea in which such supplies or services are
received, of like kind or by physicians, or other practitioners,
with similar qualifications."

Section 11. G.S. 58-33-5 reads as rewritten:
"§ 58-53-5. Continuation of group hospital, surgical, and major medical cover:ge after
termination of employment or membership.
A group pollcy dellvered or issued for dellvery in thls State whieh that insures

House Bill 434




WU bW =

N = et et et et b ek pd ek b
SOOI U A WN = OO

21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

any—employee{s)—the—insured—may—have members for hospital, surgical or major
medical insurance on an expense incurred or service basis under Atreles—i-threugh

67ef this Chapter, other than for specific diseases or for accidental injuries only, shall
provide that employees or members whose tnsuranece—for—these—types—et coverage
under the group policy would otherwise terminate because of termination of active
employment or membership, or termination of membership in the eligible class or
classes under the policy, shall be entitled to continue their hospital, surgical, and
medical insurance under that group policy, for themselves and their eligible spouses
and dependents with respect to whom they were insured on the date of termination,
subject to all of the group policy’s terms and conditions eppheable—to—these—forms—of
wmsuraee and to the conditions specified in this Part. Provided, the terms and
conditions set forth in this Part are intended as minimum requirements and shall not
be construed to impose additional or different requirements upon those group
hospital, surgical, or major medical plans already—in—foree—or—hereafterplaced—tnto
effeet; that provide continuation benefits equal to or better than those required in this
Part."
Section 12. G.S. 38-53-35 reads as rewritten:

"§ 58-53-35. Termination of continuation.

(a) Continuation of insurance under the group policy for any person shall
terminate on the earliest of the following dates: ~

(D The date ene—year 18 months after the date the employee’s or
member’s insurance under the policy would otherwise have
terminated because of termination of employment or members;

(2) The date ending the period for which the employee or member
last makes his required contribution, if he discontinues his
contributions; '

3) The date the employee or member becomes or is eligible to
become covered for similar benefits under any arrangement of
coverage for individuals in a g-oup, whether insured or
uninsured;

€)) The date on which the group policy is terminated or, in the case
‘'of a multiple employer plan, the date his employer terminates
participation under the group master policy. When this occurs
the employee or member shall have the privilege described in
G.S. 58-33-45 if the date of termination precedes that on which
his actual continuation of insurance under that policy would have
terminated. The insurer that insured the group ptter—te before
the date of termination shall make a converted policy available to
the employee or member.

(b) Notwithstanding subdivision (a)(4) of this section, if the employer replaces the
group policy with another group policy, the employee is entitled to continue under
the successor group policy for anv unexpired period of continuation to which the
emplovee is entitled."

Section 13. G.S. 38-33-50 reads as rewritten:

House Bill 434 ’ Page 17
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"§ 58-53-50. Restrictions.
A converted policy shall not be available to an employee or member if termination
of his insurance under the group policy occurred because:
(1) Of termination of employment or membership and either he was
not entitled to continuation of group coverage under Part 1 of
this Article or failed to elect such continuation;

(2) He failed to make timely payment of any required contribution
for the cost of continuation of insurance;
3) He had not been continuously covered under the group policy or

for similar benefits under any other group policy that it replaced
during the period of three consecutive months immediately prior
to termination of active employment ending with such
termination;

(4) The group policy terminated or an employer’s participation
terminated, and the insurance is replaced by similar coverage
under another group policy within 31 days of date of termination;
or

(5) He failed to continue his insurance for the entire maximum
period of emre—year 18 months following termination of active
employment as provided for in Part 1 of this Article, unless that
failure to continue was because of change of insurer by the
employer and the change of insurer was consummated during the
one year continuation period. In that event the employee or
member shall be entitled to be issued a converted policy by the
insurer that provided the group policy to the employer before the
change of insurer." _

, Section 14. G.S. 58-53-35 reads as rewritten:

"§ 58-53-55. Time limit.

In order to be eligible for conversion, written application and the first premium
payment for the converted policy must be made to the insurer not later than 31 days
after the date of termination of insurance provided under Part 1 of this Article. The
effective date of the converted policy shall be the day following the later of:

(1) The termination of insurance under the group policy when it is
not replaced by one providing similar coverage within 31 days of
the termination date of the immediately prior group plan; or

(2) The termination of the eme—year period of continued coverage
under the group policy or policies." '

Section 15. Article 55 of Chapter 58 of the General Statutes is amended

by adding a new section to read:
"§ 58-55-31. Additional requirements.

(a) No policy shall be used in this State unless it provides for an offer of
nonforfeiture, which shall not be less than an offer of reduced paid-up insurance
benefits, extended term insurance benefits, or a shortened benefit period. No policy

Page 18 House Bill 434
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shall pay a cash surrender value unless the dividends or refunds are applied as a
reduction of future premiums or an increase in future benefits.

(b) _The Commissioner shall adopt rules to provide for annual reports bv insurers
of the number of claims denied, number of rescissions, and the percentage of sales
involving the replacement of policies. _

(¢) _No policy _shall be used in this State unless the insurer has developed a
financial or personal asset suitability test to determine whether or not issuing long-
term care insurance to an applicant is_appropriate. A personal long-term care
worksheet and disclosure notice of issues an applicant should know before buying
long-term care insurance shall be completed and provided before an application is

taken. The insurer shall use the financial or suitability form and format standards as
developed and adopted bv the NAIC. Each applicant that does not meet the

recommended financial or_personal asset suitability test criteria shall receive a letter
of notification and shall be given an option to waive the results of the financial
suitability test and proceed with the purchase of the policy.

(d) The Commissioner shall adopt standards to handle consumer complaints about
noncompliance with State requirements.

(e) Everv policy shall include an offer of an alternative plan of care benefit. The

alternative plan of care benefit shall not duplicate benefits provided elsewhere in the
policy nor shall it substitute home health care services as defined in G.S. 131E-136(3).

An_alternate plan_of care benefit shall allow the insured to stav. home whenever
medically acceptable. The alternate plan of care benefit may specify service, special
treatments. and specific levels of care. The insurer shall disclose the full cost of the
alternative care benefit and the method and amount of reimbursement. Alternative
care benefits may include., but are not limited to, services such as the purchase of
durable medical equipment, wheelchair ramps, grab bars. emergency response
svstems., and the pavment of Meals-On-Wheels or _other similar food delivery
programs _in the insured’s area. All long-term care insurers shall offer to add the
alternative plan_of care benefit to _anv_long-term care policy issued or issued for
delivery in this State without additional proof of medical insurability. All benefits
are subject to the following conditions:

80)] The treatment plan shall be agreed to by the insured, the treating

physician, and the insurer.
(2) The treatment plan shall be developed and coordinated with the

treating physician.
(f)__No_policv_used in_this State shall use the terms set forth below. unless the

terms are defined in the policy and the definitions satisfy the following requirements:

[@9)] ‘Activities _of dailv living’ means at_least bathing. continence,
dressing, eating, toileting, and transferring,.

(2) ‘Acute condition’ means that the individual is medically unstable
requiring frequent monitoring by a physician or registered nurse.

(K] ‘Batring’ means washing oneself by sponge bath. or in a tub or
shower, including the task of getting into and out of the tub or
shower. '

House Bill 434 Page 19
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(4) ‘Cognitive impairment’ means a deficiency in a person’s short or

long-term _memory, orientation as to person., place, and time,
deductive or abstract reasoning. or judgment as it relates to safety
awareness,

()] !Continence’ means the ability to maintain control of bowel and
bladder function: or, when unable to maintain control of bowel or
bladder function, the ability to perform associated personal

hygiene (including caring for catheter or colostomy bag).
‘Dressing’ _means putting on and taking of all items of clothing
and any necessary braces, fasteners, or artificial limbs.

‘Eating’ means feeding oneself by getting food into the body from
a receptacle (such as a plate, cup, or table) or by a feeding tube

or intravenously.
‘Hands-on___assistance’ means hysical _assistance (minimal
moderate, or maximal) without which the individual would not

be able to perform the activity of dailv living.
‘Mental or nervous disorder’ shall not be defined to include more

than neurosis, psychoneurosis, psvchopathy, psvchosis, or mental

or emotional disease or disorder.

1 ‘Personal care’ means the provision of hands-on services to assist
an individual with activities of daily living.

1 ‘Toileting’” means getting to and from the toilet, getting on and off
the toilet. and performing associated personal hygiene.
‘Transferring” means moving into or out of a bed. chair, or
wheelchair.

1 ‘Skilled nursing care’, ‘intermediate care’, ‘personal care’. ‘home
care.” and ogther services shall be defined in relation to the level
of skill required. and the nature of the care, the definition of
which may require that the provider be appropriately licensed or
certified."

Section 16. G.S. 58-65-25 reads as rewritten:

"§ 58-65-25. Hospital, physician and dentist contracts. .

(a) Any corporation organized under the-previsions—of this Article and—Artiele66
ofthisChapter may enter into contracts for the rendering of hospital service to any of
its subscribers by hospitals approved by the American Medical Association and/or the
North Carolina Hospital Association, and may enter into contracts for the furnishing
of, or the payment in whole or in part for, medical and/or dental services rendered to
any of its subscribers by duly licensed physicians and/or dentists. All obligations
arising under contracts issued by such corporations to its subscribers shall be satisfied
by payments made directly to the hospitals or hospitals and/or physicians and/or
dentists rendering such service, or direct to the subscriber or his, her, or their legal
representatives upon the receipt by the corporation from the subscriber of a statement
marked paid by the hospital(s) and/or physician(s) and/or dentist(s) or both rendering
such service, and all such payments heretofore made are hereby ratified. Nothing

SEC

s

[

EEEE

Page 20 . , House Bill 434




NYelio BEN Be WV I R S

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

herett in this section shall be construed to discriminate against hospitals conducted
by other schools of medical practice.

(b) On-end-afterJanuary1-1956;aH All certificates, plans or contracts issued to

subscribers or other persons by hospital and medical and/or dental service
corporations operating under this Article apd-Artiete-66—ef-this-Chapter shall contain
in substance a provision as follows: ‘After two years from the date of issue of this
certificate, contract or plan no misstatements, except fraudulent misstatements made
by the applicant in the application for such certificate, contract or plan, shall be used
to void said certificate, contract or plan, or to deny a claim for loss incurred or
dlsablhty (as therem defmed) commencmg after the explratlon of such two- year

Section 17. G.S. 38-63-60(e) reads as rewritten:

"(e) A hespital service corporation may issue a master group contract with the
approval of the Commissioner ef-Insuranee—previded—sweh if the contract and the
individual certificates issued to members of the greup;-shaH—eemply group complies
in substance to the other provisions of this Article and Article 66 of this Chapter.
Any-steh The contract may provide for the adjustment of the rate of the premium. or
benefits conferred as provided in setd the contract, and in accordance with an
adjustment schedule filed with and approved by the Cemmissioner—efinsuranee:
Commissioner. If sweh—mester—group the contract is issued, altered or modified, the
subscribers’ contracts issued t—pursuanee—thereof under that contract are altered or
modified accordingly, all laws and clauses in subscribers’ contracts to the contrary
notwithstanding. Nothing in this Article and Article 66 of this Chupter shall be
construed to prohibit or prevent the same. Forms of such contract shall at all times be
furnished upon request of subscribers thereto.
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63 (e1) Employees shall be added to the master group coverage no later than 90
days after their first day of employment. Employment shall be considered continuous
and not be considered broken except for unexcused absences from work for reasons
other than illness or injury. The term ‘employee’ is defined as a nonseasonal person
who works on a full-time basis, with a normal work week of 30 or more hours and
who is otherwise eligible for coverage, but does not include a person who works on a
part-time, temporary, or substitute basis.

> (e2) Whenever an employer master group contract replaces another group
contract, whether this contract was issued by a corporation under Articles 1 through
67 of this Chapter, the liability of the succeeding corporation for insuring persons
covered under the previous group contract is (i) each person is eligible for coverage
in accordance with the succeeding corporation’s plan of benefits with respect to
classes eligible and activity at work and nonconfinement rules must be covered by the
succeeding corporation’s plan of benefits; and (ii) each person not covered under the
succeeding corporation’s plan of benefits in accordance with (i) above must
nevertheless be covered by the succeeding corporation if that person was validly
covered, including benefit extension, under the prior plan on the date of
discontinuance and if the person is a member of the class of persons eligible for
coverage under the succeeding corporation’s plan."”

Section 18. G.S. 58-67-85 reads as rewritten:
"§ 58-67-85. Master group contracts, filing requirement; required and prohibited
provisions.

(a) A health maintenance organization may issue a master group contract with the
approval of the Commissioner of Insurance provided the contract and the individual
certificates issued to members of the group, shall comply in substance to the other

Page 22 House Bill 434




GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

provisions of this Article. Any such contract may provide for the adjustment of the
rate of the premium or benefits conferred as provided in the contract, and in
accordance with an adjustment schedule filed with and approved by the
Commissioner of Insurance. If the master group contract is issued, altered or
modified, the enrollees’ contracts issued in pursuance thereof are altered or modified
accordingly, all laws and clauses in the enrollees’ contracts to the contrary
notwithstanding. Nothing in this Article shall be construed to prohibit or prevent the
same. Forms of such contract shall at all times be furnished upon request of enrollees
thereto.

(d) Employees shall be added to the master group coverage no later than 90 days
after their first day of employment. Employment shall be considered continuous and
not be considered broken except for unexcused absences from work for reasons other
than illness or injury. The term ‘employee’ is defined as a nonseasonal person who
works on a full-time basis, with a normal work week of 30 or more hours and who is
otherwise eligible for coverage, but does not include a person who works on a part-
time, temporary, or substitute basis.

(e) Whenever an employer master group contract replaces another group contract,
whether the contract was issued by a corporation under Articles 1 through 67 of this
Chapter, the liability of the succeeding corporation for insuring persons covered
under the previous group contract is:
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(1) Each person who is eligible for coverage in accordance with the
succeeding corporation’s plan of benefits with respect to classes
eligible and activity at work and nonconfinement rules must be
covered by the succeeding corporation’s plan of benefits; and

(2) Each person not covered under the succeeding corporation’s plan
of benefits in accordance with (e)(1) must nevertheless be
covered by the succeeding corporation if that person was validly
covered, including benefit extension, under the prior plan on the
date of discontinuance and if the person is a member of the class
of persons eligible for coverage wunder the succeeding
corporation’s plan."

Section 19. Article 3 of Chapter 58 of the General Statates is amended

13 by adding a new section to read:

14 "§ 58-3-169. Required coverage for minimum hospital stav following birth.

15  (a) Definitions. -- As used in this section:

00 2O W —

— ek
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16 (1) Attending providers’ includes:

17 a. The obstetrician-gvnecologists, pediatricians, family
18 physicians., and other physicians primarily responsible for
19 the care of a mother and newborn: and

20 b. The nurse midwives and nurse practitioners primarily
21 responsible for the care of a mother and her newborn child
22 in_accordance with State licensure and certification laws.

23 (2) ‘Health benefit plan’ means an accident and_health insurance
24 policy or certificate; a_nonprofit _hospital _or medical service
25 corporation _contract;: a health maintenance organization
26 subscriber contract; a plan provided by a multiple emplover
27 welfare arrangement; or _a plan provided bv another benefit
28 arrangement. to the extent permitted by the Emplovee Retirement
29 Income Security Act of 1974, as amended. or by any waiver of or
30 other exception to that Act provided under federal law or
31 regulation. _ ‘Health benefit plan’ does not mean anyv of the
32 following kinds of insurance:

33 a. Accident

34 b. Credit

35 ¢. Disabilitv income

36 d. Long-term or nursing home care,

37 e. Medicare supplement,

38 f. Specified disease,

39 g. Dental or vision

40 h. Coverage issued as a supplement to liability insurance,

41 L. Workers’ compensation,

42 1 Medical payments under automobile or homeowners, and
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k. Insurance under which benefits are payable with or without
regard to fault and that is statutorilv required to be
contained in any liability policy or equivalent self-insurance.

3) ‘Insurer’ means an insurance company subject to this Chapter. a

service corporation organized under Article 65 of this Chapter. a

health maintenance organization organized under Article 67 of

this Chapter, and a multiple emplover welfare arrangement
subject to Article 49 of this Chapter.

(b) In General. -- Except as provided in_subsection (c). an insurer that provides a
health benefit plan_that contains maternity benefits, including benefits for childbirth,
shall ensure that coverage is provided with respect to a mother who is a participant,
beneficiarv, or policvholder under the plan and her newborn child for a minimum of
48 hours of inpatient length of stayv_following a normal vaginal deliverv. and a
minimum of 96 hours of inpatient length of stav following a cesarean section. without
requiring the attending provider to obtain authorization from the insurer or its
representative.

(c) Exception, -- Notwithstanding subsection (b) of this section. an insurer is not
required to provide coverage for postdeliverv inpatient length of stay for a mother
who is a participant. beneficiarv., or policvholder under the insurer’s health benefit
plan and her newborn child for the period referred to in subsection (b) of this section
if:

(1 A decision to discharge the mother and her newborn child before
the expiration of the period is made by the attending provider in
consultation with the mother; and

2) The health benefit plan provides coverage for postdelivery follow-
up care as described in subsections(d) and (e) of this section.

(d) _Postdeliverv_Follow-Up Care. -- In the case of a decision to discharge a
mother and her newborn child from the inpatient setting before the expiration of 48
hours following a normal vaginal deliverv or 96 hours following a cesarean section.
the health benefit plan shall provide coverage for tiriely postdelivery care. This
health care shall be provided to a mother and her newborn child by a registered
nurse, phvsician, nurse practitioner, nurse midwife, or physician_assistant experienced
in maternal and child health in:

[40)] The home, a provider’s office, a_hospital, a birthing center. an
intermediate care facility, a federally qualified health center, a
federally qualified rural health clinic. or a State health
department maternity clinic; or

2) Another setting determined appropriate under federal regulations
promulgated under Title VI of Public Law 104-204.

The attending provider in consultation with the mother shall decide the most
appropriate location for follow-up care.

(e) Timelv Care. -- As used in subsection (d) of this section. ‘timely postdeliverv

care’ means health care that is provided:
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1) Following the discharge of a mother and her newborn child from

the inpatient setting: and
2) In a manner that meets the health care needs of the mother and

her_newborn _child, that provides for the appropriate monitoring
of the conditions of the mother and child, and that occurs not
_ later than the 72-hour period immediatelv following discharge.
(f) _Prohibitions. -- An insurer shall not:

(48] Deny enrollment, renewal, or continued coverage with respect to
its health benefit plan to a mother and her newborn child who
are participants, _beneficiaries, or policyholders, based on
compliance with this section;

Provide monetary _payments or_rebates to mothers to encourage
the mothers to request less than the minimum coverage required
under this section;

Penalize or otherwise reduce or limit the reimbursement of an

attending provider because the provider provided treatment to an

individual policyholder, participant, or beneficiary in accordance
with this section: or

Provide monetary_or other incentives to an attending provider_to
induce the provider to provide treatment to an individual
policvholder, participant, or beneficiarv in a manner_inconsistent
2 with this section. ’

23 (g) Effect on Mother. -- Nothing in this section requires that a mother who is a

24 participant, beneficiary, or policyholder covered under this section:
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25 (1) Give birth in a hospital; or
26 2) Stay in the hospital for a fixed period of time following the birth
27 : of her child.

28 (h) lLevel and Tvpe of Reimbursements. -- Nothing in this section prevents an
29 insurer from negotiating the level and tvpe of reimbursement with an_attending
30 provider for care provided in accordance with this section."

31 Section 20. G.S. 58-3-170 reads as rewritten:

32 "§ 58-3-170. Requirements for maternity coverage.

33 (a) Every entity providing a health benefit plan that provides maternity coverage
34 in this State shall provide benefits for the necessary care and treatment related to
35 maternity that are no less favorable than benefits for physical illness generally.
36 : \ benlth-banebinianths . B
37 R erc ez :

40 (b) As used in this section. ‘health benefit plans’ means accident and health
41 insurance policies or certificates; nonprofit hospital or medical service corporation
42 contracts; health, hospital, or medical service corporation plan contracts; health
43 maintenance organization (HMQO) subscriber contracts; and plans provided by a
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MEWA or plans provided by other benefit arrangements, to the extent permitted by
ERISA."
Section 21. G.S. 58-51-55 reads as rewritten:
"§ 58-51-55. No discrimination against the mentally ill and chemically dependent
(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness” has the same meaning as defined in G S. 122C-
3(21); and

2 ‘Chemical dependency’ has the same meaning as defined in G.S.
58-51-50

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DSM-3-R or the International Classification of Diseases ICD/9/CM, or a later edition

of those manuals.

(b) Coverage of Physical Iliness. -- No insurance company licensed in this State
under the-previsions—of-Artretes—-through—64-of this Chapter shall, solely because an
individual to be insured has or had a mental illness or chemical dependency:

(D Refuse to issue or deliver to that individual any policy that
affords benefits or coverages for any medical treatment or service
for physical illness or injury;

(2) Have a higher premium rate or charge for physical illness or
injury coverages or benefits for that individual; or

(3) Reduce physical illness or injury coverages or benefits for that
individual.

(bl) Coverage of Mental Illness. -- A policy that covers both physical illness or
injury and mental illness may not impose a lesser lifetime or annual dollar limitation
on the mental health benefits than on the physical illness or injury benefits, subject to
the following:

) A lifetime limit or annual limit may be made applicable to all
benefits under the policy, without distinguishing the mental
health benefits.

2 [f the policy contains lifetime limits only _on_selected phvsical
illness and injury benefits. and these benefits do not represent
substantially all of the physical illness and injury benefits under

the policy, the insurer may impose a lifetime limit on the mental
health benefits that is based on a weighted average of the
respective lifetime limits on the selected physical illness and
injurv_benefits. The weighted average shall be calculated in
accordance with rules adopted by the Commissioner.

3) If the policv contains annual limits only on selected physical
illness and injury benefits, and these benefits do not represent

substantiallv_all of the phvsical illness and injurv benefits under
the policy. the insurer mav impose an _annual limit on the mental
health benefits that is based on a weighted average of the

respective_annual limits on the selected physical illness and injury
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benefits. The weighted average shall be calculated in accordance
with rules adopted by the Commissioner.

4) Except as otherwise provided in this section, the policy may
distinguish_between mental illness benefits and physical injury or
illness benefits with respect to other terms of the policy. including
coinsurance, limits on provider visits or days of coverage. and
requirements relating to medical necessity.

%) If the insurer offers two or more benefit package options under a
policy, each package must comply with this subsection.

(6) This subsection does not apply to a policy if the insurer can
demonstrate to the Commissioner that compliance will increase
. the cost of the policy by one percent (1%) or more.
(@) This subsection expires October 1, 2001, but the expiration does
not affect services rendered before that date.
(c) Mental illness or chemlcal degendency coverage not regunred -~ Nothmg in

this secuon

physteal-eondition-whether-ernot-related—+to requires an insurer to offer coverage for

mental illness or chemical dependency.

(d) Applicabilitv. -- Fhis Subsection (bl) of this section applies only to group
health insurance contracts covering more than 50 employees. The remainder of this
section applies only to group health insurance contracts covering 20 or more
employees. For purposes of this section, ‘group health insurance contracts’ include
MEWAs. as defined in G.S. 58-49-30(a)."

Section 22. G.S. 58-65-90 reads as rewritten:
"§ 58-65-90. No discrimination against the mentally ill and chemically dependent.

(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
 3(21); and

(2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-65-75

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DSM-3-R or the International Classification of Diseases ICD/9/CM, or a later edition
of those manuals. ‘

(b) Coverage of Physical [llness. -- No hespitel,medieah—dental-or—health service
corporation governed by this Chapter shall, solely because an individual to be insured
has or had a mental illness or chemical dependency:

(1) Refuse to issue or deliver to that individual any individual or
group hespﬁ-a{—deﬁt-a-}——medwﬁ—ef—hweh—sefme subscriber
contract in this State that affords benefits or coverage for medical
treatment or service for physical illness or injury;
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2
)

Have a higher premium rate or charge for physical illness or
injury coverages or benefits for that individual; or

Reduce physical illness or injury coverages or benefits for that
individual.

(bl) Coverage of Mental Illness. -- A subscriber contract that covers both physical

illness or injury and mental illness mav not impose a lesser lifetime or annual dollar

limitation on the mental health benefits than on the physical illness or injury benefits,

8 subject to the following:

(1)

2)

House Bill 434

A _lifetime limit or annual limit mav_be made applicable to all
benefits under the subscriber contract, without distinguishing the
mental health benefits.

If the subscriber contract contains lifetime limits onlv on selected
physical illness_or injury benefits. and these benefits do not
represent substantiallv _all of the phvsical illness and injury
benefits under the subscriber contract, the service corporation
mayv_impose a lifetime limit on_the mental health benefits that is
based on a weighted average of the respective lifetime limits on
the selected physical illness and injury benefits. The weighted
average shall be calculated in_accordance with rules adopted by
the Commaissioner.

If the subscriber contract contains annual limits onlv on selected
phvsical illness and_injury benefits, and these benefits do not
represent substantially all of the physical illness and injurv
benefits under the subscriber contract, the service corporation
may_impose an annual limit on the mental health benefits that is
based on a_ weighted average of the respective_annual limits on
the selected physical illness and injury_benefits. The weighted
average shall be calculated in accordance with rules adopted by
the Commissioner.

Except as otherwise provided in this section, the subscriber

contract may distinguish between mental illness benefits and
physical injuryv or illness benefits with respect to_other terms_of
the subscriber contract, including coinsurance, limits on provider
visits or davs of coverage, and requirements relating to medical
necessity.

If the service corporation offers two_or more benefit package
options under a subscriber contract, each package must comply

with this subsection.

This subsection_does not_applv _to_a subscriber contract if the
service corporation_can _demonstrate to the Commissioner _that
compliance will increase the cost of the subscriber contract bv
one percent (1%) or more.

This subsection _expires October 1, 2001, but the expiration doe

nor_affect services rendered before that date.
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(c) Mental Illness or Chemlcal Denendencv Coverage Not Reaulred - Nothmg in
this sectlon Breve 3 ; ¢ . :

ef—a-ﬁy—-physrea}-eeﬂdmeﬂ—whether—-er—ﬁe{—fe}afed—%e CQUII'CS a_service corp_oratlon to
offer coverage for mental illness or chemical dependency.

(d) Applicability. -- Fhis Subsection (bl) of this section applies only to subscriber
contracts covering more than 50 employees. The remainder of this section applies
only to group contracts covering 20 or more employees."

Section 23. G.S. 58-67-75 reads as rewritten:
"§ 58 67-75. No discrimination against the mentally ill and chemically dependent.

(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and

(2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-67-70

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DSM-3-R or the International Classification of Diseases ICD/9/CM, or a later edition
of those manuals.

(b) Coverage of Physical Illness. -- No health maintenance organization governed
by this Chapter shall, solely because an individual has or had a mental illness or
chemical dependency:

(1) Refuse to enroll that individual in any health care plan covering
physical illness or injury;

(2) Have a higher premium rate or charge for physical illness or

_ injury coverages or benefits for that individual; or

(3) Reduce physical illness or injury coverages or benefits for that
individual.

bl) Coverage of Mental Illness. -- A health care plan that covers both phvsical

illness or injury and mental illness may not impose a lesser lifetime or annual dollar
limitation on the mental health benefits than on the physical illness or injury benefits,
subject to the following:

(1) A lifetime limit or annual limit may be made applicable to all

benefits under the plan, without distinguishing the mental health
benefits.

(2) If the plan contains lifetime limits onlv on selected physical illness
and _injurv_ benefits., and these benefits do_not represent
substantiallv all of the physical illness and injury benefits under
the plan, the HMO may impose a lifetime limit on the mental
health benefits that is based on a weighted average of the
respective lifetime limits on the selected physical illness and
injury_benefits. The weighted average shall be calculated in
accordance with rules adopted by the Commissioner.
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3) If the plan contains annual limits only on selected physical illness
and _injury benefits, and these benefits do not represent
substantially all of the physical illness and injury benefits under
the plan. the HMO may impose an annual limit on the mental

- health benefits that is based on a_ weighted average of the
respective_annual limits on the seiected physical illness and injury
benefits. The weighted average shall be calculated in accordance

with rules adopted by the Commissioner.

(4) Except as otherwise provided in_this section. the plan mayv
distinguish between mental illness benefits and physical injurv or
illness benefits with respect to other terms of the plan, including

coinsurance, limits on provider visits or days of coverage. and
requirements relating to medical necessity.

3) If the HMO offers two or more benefit package options under a
plan. each package must comply with this subsection.
(6) This subsection _does not apply to a health benefit plan if the

HMO can demonstrate to the Commissioner that compliance will
increase the cost of the plan bv one percent (1%) or more.

(@) This subsection expires October 1, 2001, but the expiration does

not affect services rendered before that date.

(c) Mental lllness or Chemical Dependency Coverage Not Required. -- Nothing in

this section ree

ge for mental illness or chemical dependency.
(d) Applicability. -- Fhis Subsection (bl) of this section applies only to group

contracts covering more than 50 employees. The remainder of this section applies
only to group contracts covering 20 or more employees."

Section 24. Sections 1 through 18 of this act apply to all affected
contracts that are delivered, issued for delivery, or renewed on and after July 1, 1997,
Sections 19, 20, 21, 22, and 23 of this act apply to all affected contracts that are
delivered, issued for delivery, or renewed on and after January 1, 1998. For the
purposes of this act, renewal of a contract is presumed to occur on each anniversary
of the date on which coverage was first effective on the person or persons covered by
the contract.

Section 25. This act is effective when it becomes law.
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Short Title: Federal Health Insurance Changes/AB. (Public)

Sponsors: Representatives Dockham; and Brawley.

Referred to: Insurance.

March 10, 1997

A BILL TO BE ENTITLED
AN ACT TO CONFORM NORTH CAROLINA HEALTH INSURANCE LAWS
TO RECENTLY ENACTED FEDERAL LAWS CONCERNING HEALTH
INSURANCE  UNDERWRITING AND PORTABILITY, MATERNITY
COVERAGE, AND COVERAGE FOR MENTAL ILLNESS.
The General Assembly of North Carolina enacts:
Section 1. Article 3 of Chapter 58 of the General Statutes is amended by
adding a new section to read:
"§ 58-3-176. Medical underwriting; portability; enroliment; termination of coverage.

Definitions. -- As used in this section:

(1) ‘Creditable covzrage’ means coverage under one or more of the

following plans, provided that the plan is not followed by a lapse
of coverage longer than 63 days, excluding waiting periods:
A group health benefit plan.

A certificate or policy of individual insurance.
Part A or B of Title XVIII of the Social Security Act. - -

Title XIX of the Social Securitv Act, other than coverage

consisting solely of benefits under section 1928.

Chapter 55 of Title 10 of the United States Code.

A _medical care program of the Indian Health Service or of a
tribal organization.

A health plan offered under Chapter 89 of Title 5 of the

United States Code.
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" |

h. A public health plan, as defined by federal law or
regulation.

L A _health benefit plan under section S(e) of the Peace Corps
Act,

‘Eligible individual’ means_an_individual who meets all of the

following at the time of application for coverage:

a. Has accumulated at least 18 months of prior creditable
coverage. the most_ recent of which was under a health
benefit plan provided by an employer. church, or

government plan.
b. Has no other health insurance coverage and is not eligible

for Medicare coverage.

C. Had elected and has since exhaus 2d group health insurance
continuation coverage under COBRA or_Article 53 of this
Chapter. _

‘Enrollee’ means an insured or a dependent of the insured under a

group health benefit plan.

‘Group health benefit plan’ means a plan of health care coverage

provided bv an_insurer to _an emplover group. including a small
emplover group.

‘Health status’ means the physical and mental medical condition of
an individual and includes prior medical history, claims
experience, receipt of health care services, evidence of insurability
(including conditions arising out of acts of domestic violence),

disability, and genetic information.

‘Insurer’_means an insurance company subject to this Chapter. a
service corporation organized under Article 65 of this Chapter, a
health maintenance organization organized under Article 67 of this
Chapter, and a multiple emplover welfaré arrangement subject to
Article 49 of this Chapter.

‘Preexisting condition___provision’ means a _policy provision

excluding or limiting coverage for a condition for which medical

advice diagnosis, care, or_treatment was recommended or received

within the six-month period immediately before enrollment.

‘Small emplover’ means a small emplover as defined in G.S. 58-30-

110(22).

(b) Exceptions. -- This section does not apply to the following tvpes of insurance

benefits:

Page 2
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2)

Accident only, disability _income coverage. coverage issued as

supplemental to liability insurance, automobile and homeowners’
medical payments coverages, and credit insurance.
Dental, vision. long-term care. nursing home care, and Medicare

supplemental insurance. if provided in a policy separate from the
health benefit plan.
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(c) Medical Underwriting Restricted. -- An _insurer shall not refuse to enroll an
individual or _a dependent of the individual under a group health beneflt plan
because of the health status of the individual or dependent.

(d) Guaranteed Renewability. -- An insurer shall not unilaterally discontinue nor
refuse to renew any of the following. except as provided in subsection (e) of this
section:

(1) A group health plan.
(2) The coverage of an individual or a dependent of the individual
under a group health plan. .

(3) The coverage of an individual under a policy or certificate of

individual insurance. '
(e) Exceptions to Guaranteed Renewabilitv. -- An_insurer mav_unilaterally
discontinue or nonrenew_ a health benefit plan_or individual health insurance

coverage under any of the following conditions:

(1) The plan sponsor or individual insured has failed to timely pay
premiums.

(2) The plan sponsor, a person insured under the plan, or an
individual insured has committed a fraud or made a_ material
misrepresentation with respect to coverage under the health benefit

plan.

The insurer is discontinuing coverage in the market in accordance
- with subsection (j) of this section.

With respect to group health benefit plans. the plan sponsor has

not complied with the insurer’s participation or contribution

requirements.

With respect to a health maintenance organization, the individual

insured or the enrollees of the plan sponsor no longer live, reside,

or work in the plan’s service area.
With respect to employer or individual participants in an
association plan, the participant is no_longer a member of the

association.
f) Premium Equity. -- An insurer shall not charge an enrollee in a group health

E R

[

S

benefit plan a higher premium than a similar enrollee in that glan solely because of

the enrollee’s health status.

(g) Riders: Preexisting Conditions Provisions. -- Wlth respect to an md1v1dual or
the individual’s dependent under a group health benefit plan. an insurer shall not
limit or_exclude coverage. through a rider. endorsement. or any other means, for a
specified disease or medical condition otherwise covered under that plan. An insurer
may apply a preexisting condition provision under a group health benefit plan or
under individual health insurance coverage only in accordance with the following

criteria;
(1) The period during which coverage is limited or excluded may not
exceed 12 months following the date of enrollment of an enrollee

nor 18 months following the date of enrollment of a late enrollee.
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(2) This period must be reduced by the waiting periods or portions

thereof satisfied under all prior creditable coverage. An insurer
may_determine creditable coverage based on benefit categories or

without regard to benefits. in accordance with rules adopted by the
Commissioner.

(3) A preexisting condition provision may not be applied to any of the
following:

Pregnancy or a pregnancy-related condition.

A newborn_ who is covered under creditable coverage no

later than the thirtieth day following birth.

A child adopted or placed for adoption before age 18 who is

covered under creditable coverage no later than the thirtieth

day following adoption or placement for adoption.
A _potential but_undiagnosed condition relating to_genetic
information about the insured.

(h) _Special Enrollment Under Group Health Benefit Plans. -- An_emplovee or a
dependent of the emplovee (if dependent coverage is offered) who failed to enroll
during the open enrollment period in the group health benefit plan sponsored by the
emplover may enroll in that plan during a special _enrollment period under the
following conditions:

(1) The employee or dependent must have been covered under
another health benefit plan at the time of open enrollment. ,

(2) If required by the insurer or plan sponsor at that time, the
employee must have declined enrollment in writing because of the
other coverage.

(3) If the other coverage was continuation coverage under COBRA or
Article 53 of this Chapter, it must be exhausted.

(4) If the other coverage was not continuation coverage. the emplovee

or_dependent must have lost eligibility for the coverage or the
emplover stopped contributing premium.
Unless extended by the insurer, the special enrollment period begins with the loss or

exhaustion of coverage under subdivision (3) or (4) of this subsection and ends 30
days later.

(i) _Individual Insurance for Individuals With Prior Group Coverage. -- An insurer
that provides individual health benefit plans in this State shall not deny an eligible
individual coverage under an individual health benefit plan nor impose a preexisting
condition limitation or exclusion_under the plan. However, an_insurer may limit an
eligible individual to two policy forms if those forms are designed for, made generally
available to, and actively marketed to, and enroll eligible and other individuals and
are representative of individual health insurance coverage offered by the insurer in
this State. as determined in accordance with federal law and rules adopted bv the
Commissioner.
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‘ 1 An insurer may deny coverage to individuals under this subsection if the denial is
2 applied uniformly, is not based on the health status of the individuals. and meets one
3 of the following criteria:

4 (1) A health maintenance organization may limit enrollment to
5 individuals who live, work, or reside in the plan’s service area and
6 may_deny coverage to individuals within the service area if it can
7 reasonably anticipate and demonstrate to the Commissioner that (i
8 it will not have the capacitv_within that area and among its
9 contracted providers to deliver services adequately to these
10 individuals because of its obligations to existing enrollees and (ii)
11 its anticipated inabilitv to deliver these services is not a pretext for
12 denying coverage based on the health status of the individuals.
13 Denial of coverage under this subdivision precludes the health
14 maintenance organization from offering anv_coverage in the
15 individual market within the affected service area for 180 davs.

16 (2) An insurer may deny coverage in the individual market upon
17 demonstrating to _the satisfaction of the Commissioner that it lacks
18 the financial capacity to insure additional persons. without regard
19 to _their health status.

20 (1) Termination of Coverage. -- An insurer mayv stop writing coverage in a _group
21 health benefit plan market or the individual market onlv in _accordance with the

. 22 following: ' _

23 (1) If all coverage is to be discontinued in the market for small
24 emplovers. as defined in G.S. 58-50-110(22). the market for other
25 emplover groups, or both, or the market for individual insureds,
26 the insurer must do the following:

27 a. Notify all affected plan_sponsors_and plan participants or
28 individual insureds 180 davs in advance.

29 b. Discontinue renewal of policies in the market from which it
30 " is withdrawing.

31 C. Discontinue writing new_ policies in that market for five
32 years.

33 (2) If coverage is to be discontinued only for a particular type of plan,
34 the insurer must do the following: : S

35 a. Notify all affected plan sponsors and plan participants or
36 individual insureds 90 days in advance.

37 b. Offer for purchase other coverage to affected plan sQonsors
38 or_individual insureds, and if the plan sponsor is a_small
39 emplover., the offer shall include all available plan
40 coverages.

41 (3) Discontinuations_and offers of alternative coverage shall not be
42 based on the health status of those insured.

43 This _subsection does not prohibit an insurer from modifving the coverage available

. 44 through a particular plan in accordance with State law."

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997
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Section 2. G;S. 58-50-110 reads as rewritten:
"§ 58-50-110. Definitions.
As used in this Act:

(1)
(1a)

(1b)

(2)
(3)

(4)
(3)

(5a)

(6),
(8)

(9)

(10)

‘Accountable health carrier’ means that as defined in G.S. 143-
622(1).

‘Actuarial certification’ means a written statement by a member of
the American Academy of Actuaries or other individual acceptable

“to the Commissioner that a small employer carrier is in compliance

with the provisions of G.S. 58-50-130, and to the extent applicable,
the provisions of G.S. 58-3-176, based upon the person’s
examination, including a review of the appropriate records and of
the actuarial assumptions and methods used by the small employer
carrier in establishing premlum rates for applicable health benefit
plans.

‘Adjusted community rating’ means a method used to develop
carrier premiums which spreads financial risk across a large
population and allows adjustments for the following demographic
factors: age, gender, family composition, and geographic areas, as
determined pursuant to G.S. 58-50-130(b).

Repealed by Session Laws 1993, c. 529, s. 3.3.

‘Basic health care plan’ means a health care plan for small
employers that is lower in cost than a standard health care plan
and is required to be offered by all small employer carriers
pursuant to G.S. 58-50-125 and approved by the Commissioner in
accordance with G.S. 58-50-125.

‘Board’ means the board of directors of the Pool

‘Carrier’ means any person that provides one or more health
benefit plans in this State, including a licensed insurance company,
a prepaid hospital or medical service plan, a health maintenance
organization (HMO), and a multiple employer welfare
arrangement.

‘Case characteristics’ means the demographic factors age, gender,
family size, and geographic location.

(7)) Repealed by Session Laws 1993, c. 529, s. 3.3

‘Committee’ means the Small Employer Carrier Committee as
created by G.S. 58-50-120.

‘Dependent’ means the spouse or child of an eligible employee,
subject to applicable terms of the health care plan covering the
employee.

‘Eligible employee’ means an employee who works for a small
employer on a full-time basis, with a normal work week of 30 or
more hours, including a sole proprietor, a partner or a partnership,

or an independent contractor, if included as an employee under a-

House Bill 434
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(11)

(12)

(13)
(14)

House Bill 434

health care plan of a small employer; but does not include
employees who work on a part-time, temporary, or substitute basis.
‘Health benefit plan’ means any accident and health insurance
policy or certificate; nonprofit hospital or medical service
corporation contract; health, hospital, or medical service
corporation plan contract; HMO subscriber contract; plan provided
by a MEWA or plan provided by another benefit arrangement, to
the extent permitted by ERISA, subject to G.S. 58-50-115. Health

beneflt plan does not mea-n—&eetéem—eﬂ-l-y—speﬂ-fred—dﬁeaﬁeeaﬂr

sel-insuranee: include benefits described in G.S. 58-3-176(b).

‘Impaired insurer’ has the same meaning as prescribed in G.S. 58-
62-20(6) or G.S. 58-62-16(8).
Repealed by Session Laws 1993, c. 529, s. 3.3.
‘Late enrollee’ means an eligible employee or dependent who
requests enrollment in a health benefit plan of a small employer
after the end of the initial enrollment period provided under the
terms of the health benefit plan in effect at the time the employee
first became eligible; provided that the initial enrollment period
shall be a period of at least 30 consecutive calendar days. However,
an eligible employee or dependent shall not be considered a late
enrollee if:

a. The individual was covered under a public or private health
benefit plan that provided, at the time the individual was
eligible to enroll, the same required level of benefits in the
basic and standard health care plans adopted pursuant to
G.S. 58-50-120 and either the individual: '
1. Lost coverage under another health plan as a result of

termination of employment, termination of a spouse’s
health plan coverage, or the death of a spouse or
divorce and requests enrollment in a basic or
standard health care plan within 30 days after
termination of coverage provided under another
health plan; or

Page 7
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(15)
(16)

(17)

(18)

(19)

(20)

(21)

2. Stated, in writing, during the enrollment period that
coverage under another employer health benefit plan
was the reason for declining coverage;

3, 4. Repealed by Session Laws 1993, c. 529, s. 3.3.

b. The individual elects a different health plan offered through
the Alliance during an open enrollment period,;

c. An eligible employee requests enrollment within 30 days of
becoming an employee of a member small employer;

d. A court has ordered coverage be provided for a spouse or

minor child under a covered employee’s health benefit plan
and the request for enrollment for a _spouse is made within
30 days after issuance of the court erders order. A minor
child shall be enrolled in accordance with the requirements
of G.S. 58-51-120; or

e. The individual or employee enrollee makes a request for
enrollment of the spouse or child within 30 days ef after the
thdtvidual individual’s or employee’s marriage or the birth
er—adoptonr birth. adoption, or placement for adoption of a
child.

Repealed by Session Laws 1993, c. 529, s. 3.3.

-‘Pool’ means the North Carolina Small Employer Health

Reinsurance Pool created in G.S. 58-50-150.

Pree*ustmg condmons prov151on means a pehey—pfemeﬁ—{-haf

&sﬁe*haf—eeﬁé&enyr—esﬁe—pfegrmej—emfmg—eﬁ—ﬂqe—ef&m
date-of-eeverage: preexisting condition provision as defined in G.S.

38-3-176.

‘Premium’ includes insurance premiums or other fees charged for
a health benefit plan, including the costs of benefits paid or
reimbursements made to or on behalf of persons covered by the
plan.

‘Rating period” means the calendar period for which premium
rates established by a small employer carrier are assumed to be in
effect, as determined by the small employer carrier.

‘Risk-assuming carrier’ means a small employer carrier electing to
comply with the requirements set forth in G.S. 58-50-140.
‘Reinsuring carrier’ means a small employer carrier electing to
comply with the requirements set forth in G.S. 58-50-145.

House Bill 434
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(21a)  ‘Self-employed individual’ means an individual or sole proprietor
who derives a majority of his or her income from a trade or
business carried on by the individual or sole proprietor which
results in taxable income as indicated on IRS form 1040,
Schedule C or F and which generated taxable income in one of
the two previous years.

(22)  ‘Small employer’ means any individual actively engaged in
business that, on at least fifty percent (50%) of its working days
during the preceding calendar quarter, employed no more than
49 eligible employees, the majority of whom are employed within
this State, and is not formed primarily for purposes of buying
health insurance and in which a bona fide employer-employee
relationship exists. In determining the number of eligible
emplo'yees, companies that are affiliated companies, or that are
eligible to file a combined tax return for purposes of taxation by
this State, shall be considered one employer. Subsequent to the
issuance of a health benefit plan to a small employer and for the
purpose of determining eligibility, the size of a small employer
shall be determined annually. Except as otherwise specifically
provided, the provisions of this Act that apply to a small
employer shall continue to apply until the plan anniversary
following the date the small employer no longer meets the -
requirements of this definition. For purposes of this Act, the term
small employer includes self-employed individuals.

(23) ‘Small employer carrier’ means any carrier that offers health
benefit plans covering eligible employees of one or more small
employers. ‘

(24) ‘Standard health care plan’ means a health care plan for small

employers required to be offered by all small employer carriers
under G.S. 358-50-125 and approved by the Commissioner in
accordance with G.S. 58-50-125."

Section 3. G.S. 58-50-123(c) reads as rewritten:

"(¢) Fhe Except as provided under G.S. 58-3-176, the plans developed under this

section are not required to provide coverage that meets the requirements of other.-.. .

provisions of this Chapter that mandate either coverage or the offer of coverage by
the type or level of health care services or health care provider."
Section 4. G.S. 58-50-125(g) reads as rewritten:

"(g) No HMO operating as either a risk-assuming carrier or a reinsuring carrier is
required to offer coverage or accept applications under subsection (d) of this section
in the case of any of the following:

(1) To a group that is not physically located in the HMO’s approved
service areas;

(2) To an employee who does not reside within the HMO’s approved
service areas;

House Bill 434 Page 9
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3) Within an area, where the HMO can reasonably anticipate, and
demonstrate, to the Commissioner’s satisfaction, that it will not
have the capacity within that area and its network of providers to
deliver services adequately to the enrollees of those groups
because of its obligations to existing group contract holders and
enrollees.

An HMO that does not offer coverage pursuant to subdivision (3) of this
subsection may not offer coverage in the applicable area to new employer groups
with more than 49 eligible employees until the later of 90 days after that closure or
the date on which the carrier notifies the Commissioner that it has regained capacity
to deliver services to small employers."

Section 5. G.S. 58-50-130(a) reads as rewritten:

"(a) Health benefit plans covering small employers are subject to the following
provisions:

&

Page 10 House Bill 434
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(4a)

House Bill 434

A carrier may continue to enforce reasonable employer
participation and contribution requirements on small employers
applying for coverage; however, participation and contribution

‘requirements may vary among small employers only by the size of

the small employer group and shail not differ because of the
health benefit plan involved. In applying minimum participatiomn
requirements to a small employer, a small emplover carrier shall
not consider employees or dependents who have qualifying
existing coverage in determining whether an applicable

Page 1§
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(5)

(6)

(9)

participation level is met. ‘Qualifying existing coverage’ means
benefits or coverage provided under: (i) Medicare, Medicaid, and
other government funded programs; or (ii) an employer-based
health insurance or health benefit arrangement, including a self-
insured plan, that provides benefits similar to or in excess of
benefits provided under the basic health care plan. An
accountable health carrier shall not enforce participation or
contribution requirements on member small employers, as
defined in G.S. 143-622(18), unless those requirements meet with
the standards adopted by the State Health Plan Purchasing
Alliance Board.

Notwithstanding any other provision of this Chapter, no small
employer carrier, insurer, subsidiary er of an insurer, or
controlled individual of an insurance holding company shall act
as an administrator or claims paying agent, as opposed to an
insurer, on behalf of small groups which, if they purchased
insurance, would be subject to this section. No small employer
carrier, insurer, subsidiary of an insurer, or controlled individual
of an insurance holding company shall provide stop loss,
catastrophic, or reinsurance coverage to small employers that
does not comply with the underwriting, rating, and other
applicable standards in this Act. :

If a small employer carrier offers coverage to a small employer,
the small employer carrier shall offer coverage to all eligible
employees of a small employer and their dependents. A small
employer carrier shall not offer coverage to only certain
individuals in a small employer group except in the case of late
enrollees as provided in G.S. 58-50-130(a)(4).

The health benefit plan must meet the applicable requirements of
G.S. 58-3-176."

Section 6. G.S. 58-50-130(d) reads as written:

House Bill 434
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1 "(d) In connection with the offering for sale of any health benefit plan to a small
2 employer, each small employer carrier shall make a reasonable disclosure, as part of
3 its solicitation and sales materials—of: materials, of the followmz and shall provide
4 this information to the small employer upon request:

5 (1) Repealed by Session Laws 1993, c. 529, s. 3.7.

6 (2) Provisions concerning the small employer carrier’s right to
7 change premium rates and the factors other than claims
8 experience that affect changes in premium rates.

9 (3) Provisions relating to renewability of policies and contracts.

10 (4) Provisions affecting any preexisting conditions provision.

11 3) The benefits_available and premiums charged under all health
12 benefit plans for which the small employer is eligible." '
13 Section 7. G.S. 38-51-15(a)(2)b reads as rewritten:

14 "b. This policy contains a provision limiting coverage for
15 preex1stmg condmons Preex1st1ng condmons mus{—be
16 : —Ofe e—gh

17 - eoverage: are Covered under thls Dollcv ............ (msert number
18 of months or days. not to exceed one vear) after the
19 effective date of coverage. Preexisting conditions are
20 ' defined—as mean ‘those conditions for which medical advice
21 advice, diagnosis, care, or treatment was received - or
22 - recommended er—that—eotwtd—be—medicatly—doenmented
23 within the e:.e-year six-month perlod 1mmed1ately precedimg
24 ' v the effective date of the person’s coverage Precwsting
26
27
28
29
30
31
32
33
34

35

36
37
38
39 ' X i ;  ennlieal " )
=0 aﬁéeH-he—ﬁew—eevefege Credlt for havmg Satleled some oOr
41 ' all of the preexisting condition waiting periods under
42 previous health benefits coverage shall be given in
43 accordance with G.S. 58-3-176."

44 Section 8. G.S. 38-51-80(b) reads as rewritten:

House Bill 434 Page 13



._‘ .
(==JNe Bo N e N ¥ S P S

11
12
13
14
15
16
17
18
19
20

21
22

23
24
25
26
27
28
29
30
31
32

-

2
34
35
36
37
38
39
40
41
42
43

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

"(b) No policy or contract of group accident, group health or group accident and
health insurance shall be delivered or issued for delivery in this State unless the
group of persons thereby insured conforms to the requirements of the following
subdivisions:

~Page 14

(1)

(1a)

Under a policy issued to an employer, principal, or to the trustee
of a fund established by an employer or two or more employers
in the same industry or kind of business, or by a principal or two
or more principals in the same industry or kind of business,
which employer, principal, or trustee shall be deemed the
policyholder, covering, except as hereinafter provided, only
employees, or agents, of any class. or classes thereof determined
by conditions pertaining to employment, or agency, for amounts
of insurance based upon some plan which will preclude
individual selection. The premium may be paid by the employer,
by the employer and the employees jointly, or by the employee;
and where the relationship of principal and agent exists, the
premium may be paid by the principal, by the principal and
agents, jointly, or by the agents. If the premium is paid by the
employer and the employees jointly, or by the principal and
agents jointly, or by the employees, or by the agents, the group
shall be structured on an actuarially sound basis.

‘Under a policy issued to an association or to a trust or to the

trustee or trustees of a fund established, created, or maintained
for the benefit of members of one or more associations. The
association or associations shall have at the outset a minimum of
500 persons and shall have been organized and maintained in
good faith for purposes other than that of obtaining insurance;
shall have been in active existence for at least five years; shall not
condition membership in_the association on anv health status-
related factor relating to an individual (including an emplovee of
an_emplover or a dependent of an employee); shall not make
health insurance coverage through the association available other

than in_connection with a member of the association; and shall
have a constitution- and - bylaws- that -provide- that (i) the
association or associations hold regular meetings not less than
annually to further purposes of the members; (ii) except for credit
unions, the association or associations collect dues or solicit
contributions from members; and (iii) the members have voting
privileges and representation on the governing board and
committees. The policy is subject to the following requirements:
a. The policy may insure members of the association or
associations, employees of the association or associations, or
employees of members, or one or more of the preceding or

House Bill 434




£ N

o0~ ON N

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

|

House Bill 434

all of any class or classes for the benefit of persons other
than the employee’s employer.
The premium for the policy shall be paid from funds
contributed by the association or associations, or by
employer members, or by both, or from funds contributed
by the covered persons or from both the covered persons
and the association, associations, or employer members.
L 5 : ; , l_ o

E . . 5 o1 I e i
E : . I ,. .”g. pe o exeept
The policy shall make health insurance coverage offered
through the association available to all members regardless
of any health status-related factor relating to such member
(or individuals eligible for coverage through a member).
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Section 9. G.S. 58-51-80(h) reads as rewritten:
“(h) Nothing contained in this section applies to any contract issued by any

corporation defined in Article 65 of this Chapter. Subdiviston—(b}3)-of-this—seetiorn
apphesto-MEWASses-defired+1-G-5—-58-49-30(a)"

Section 10. G.S. 58-53-1 reads as rewritten:
"§ 58-53-1. Definitions.
As used in this Article, the following terms have the meanings specified:

1

(2)

(3

‘Group policy’ means a group accident and health insurance
policy issued by an insurance company and a group contract
issued by a health service corporation or health maintenance
organization or similar corporation or organization.

‘Individual policy’ or ‘converted policy’ means an individual
health insurance policy issued by an insurance company or an
individual heslth—servtees contract issued by a health service
corporation or health maintenance organization or similar
corporation or organization.

‘Insurance’ and ‘insured’ refer to coverage under a group policy,
individual policy or converted policy on a premium-paying basis,
and do not include coverage provided by reason of a disability
extension.

"Insurer" means the entity issuing a group policy or an individual
or converted policy.

"Medicare” means Title XVIII of the United States Social
Security Act as added by the Social Security Amendments of
1965 or as later amended or superseded.

‘Member’ or ‘employee’ includes an insured spouse or dependent
of a member or of an employee.

‘Premium’ includes any premium or other consideration payable
for coverage under a group or individual policy.

‘Reasonable and customary’ means the most frequently used level

of charge made for the supplies or for a specific service in the

geographic subarea in which such supplies or services are
received, of like kind or by physicians, or other practitioners,
with similar qualifications."

Section 11. G.S. 58-53-5 reads as rewritten:
"§ 58-53-5. Continuation of group hospital, surgical, and ma]or medical cover:ge after
termination of employment or membership.

A group policy delxvered or lssued for delnvery n thlS State whieh that insures

House Bill 434
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any—employee{s)—the—nsured—may—have members for hospital, surgical or major
medical insurance on an expense incurred or service basis under Artretes—tthreugh

67of this Chapter, other than for specific diseases or for accidental injuries only, shall
provide that employees or members whose msuranee—for—these—types—of coverage
under the group policy would otherwise terminate because of termination of active
employment or membership, or termination of membership in the eligible class or
classes under the policy, shall be entitled to continue their hospital, surgical, and
medical insurance under that group policy, for themselves and their eligible spouses
and dependents with respect to whom they were insured on the date of termination,
subject to all of the group policy’s terms and conditions appheable—to—these—forms—eof
tnsuranee and to the conditions specified in this Part. Provided, the terms and
conditions set forth in this Part are intended as minimum requirements and shall not
be construed to impose additional or different requirements upon those group
hospital, surgical, or major medical plans slready—tn—foree—or—hereafterplaced—into
effeet; that provide continuation benefits equal to or better than those required in this
Part.”
Section 12. G.S. 58-53-35 reads as rewritten:

"§ 58-53-35. Termination of continuation.

(a) Continuation of insurance under the group policy for any person shall
terminate on the earliest of the following dates:

(1) The date ere—year 18 months after the date the employee’s or
member’s insurance under the policy would otherwise have
terminated because of termination of employment or members;

(2) The date ending the period for which the employee or member
last makes his required contribution, if he discontinues his
contributions; ‘

3) The date the employee or member becomes or is eligible to
become covered for similar benefits under any arrangement of
coverage for individuals in a group, whether insured or
uninsured; '

4 The date on which the group policy is terminated or, in the case
of a multiple employer plan, the date his employer terminates
participation under the group master policy. When this occurs
the employee or member shall have the privilege described in
G.S. 58-33-45 if the date of termination precedes that on which
his actual continuation of insurance under that policy would have
terminated. The insurer that insured the group prter—te before
the date of termination shall make a converted pohcv available to
the employee or member.

(b) Notwithstanding subdivision (a)(4) of this section, if the employer replaces the
group policy with another group policy, the employee is entitled to continue under
the successor group policy for anv unexpired period of continuation to which the
employee is entitled."

Section 13. G.S. 38-53-50 reads as rewritten:

House Bill 434 Page 17
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"§ 58-53-50. Restrictions.
A converted policy shall not be available to an employee or member if termination
of his insurance under the group policy occurred because:

(1)

@)
3)

4)

16 -

17
18
19
20
21
22
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Section

Of termination of employment or membership and either he was
not entitled to continuation of group coverage under Part 1 of
this Article or failed to elect such continuation;

He failed to make timely payment of any required contribution
for the cost of continuation of insurance;

He had not been continuously covered under the group policy or
for similar benefits under any other group policy that it replaced
during the period of three consecutive months immediately prior
to termination of active employment ending with - such
termination;

The group policy terminated or an employer’s participation
terminated, and the insurance is replaced by similar coverage

under another group policy within 31 days of date of termination;

or
He failed to continue his insurance for the entire maximum
period of eme—year 18 months following termination of active
employment as provided for in Part 1 of this Article, unless that
failure to continue was because of change of insurer by the
employer and the change of insurer was consummated during the
one year continuation period. In that event the employee or
member shall be entitled to be issued a converted policy by the
insurer that provided the group policy to the employer before the
change of insurer."

14. G.S. 58-53-55 reads as rewritten:

"§ 58-53-55. Time limit.

In order to be eligible for conversion, written application and the first premium
payment for the converted policy must be made to the insurer not later than 31 days
after the date of termination of insurance provided under Part 1 of this Article. The
effective date of the converted policy shall be the day following the later of:

(1

The termination of insurance under the group policy when it is

- not-replaced by one-providing similar coverage -within 31 days of

(2)

the termination date of the immediately prior group plan; or
The termination of the emre—year period of continued coverage
under the group policy or policies."

Section 15. Article 55 of Chapter 58 of the General Statutes is amended
by adding a new section to read:

"§ 58-55-31. Additional requirements.

(a) No policv

shall be used in this State unless it provides for an offer of

nonforfeiture, which shall not be less than an offer of reduced paid-up insurance

benefits, extended term insurance benefits. or a_shortened benefit period. No polic

Page 18
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shall pay a cash surrender value unless the dividends or refunds are applied as a
reduction of future premiums or an increase in future benefits.

(b) _The Commissioner shall adopt rules to provide for annual reports bv insurers
of the number of claims denied. number of rescissions, and the percentage of sales
involving the replacement of policies.

(c) No policy shall be used in this State unless the insurer has developed a
financial or personal asset suitability test to determine whether or not issuing long-
term care insurance to an_applicant is appropriate. A personal long-term care
worksheet and disclosure notice of issues an applicant should know before buying
long-term care insurance shall be completed and provided before an application is
taken. The insurer shall use the financial or suitability form and format standards as
developed and adopted bv the NAIC. Each applicant that does not meet the
recommended financial or personal asset suitabilitv test criteria shall receive a letter
of notification and shall be given an option to_waive the results of the financial
suitability test and proceed with the purchase of the policy.

(d) The Commissioner shall adopt standards to handle consumer complaints about
noncompliance with State requirements.

(e¢) Everv policv shall include an offer of an alternative plan of care benefit. The
alternative plan_of care benefit shall not duplicate benefits provided elsewhere in_the
policv nor _shall it substitute home health care services as defined in G.S. 131E-136(3).
An alternate _plan of care benefit shall allow the insured to stav_home whenever

medically acceptable. The alternate plan of care benefit may specify service, special
treatments. and specific levels of care. The insurer shall disclose the full cost of the
alternative care benefit and the method and amount of reimbursement. Alternative
care _benefits may include, but are not limited to, services such as the purchase of
durable medical equipment. wheelchair ramps, grab bars, emergency response
systems, and the pavment of Meals-On-Wheels or other similar food delivery
programs _in _the insured’s area. All long-term_care insurers shall offer to add the
alternative plan of care benefit to anv long-term care policy_issued or issued for
delivery in_this State without additional proof of medical insurability. All benefits
are subject to the following conditions:

(0 The_trestment plan shall be agreed to by the insured, the treating

physician, and the insurer,
2) The treatment plan shall be developed and coordinated with the

treating physician.
() No policv _used in this State shall use the terms set forth below. unless the

terms are defined in the policvy and the definitions satisfy the following requirements:

(0 ‘Activities of dailv living’ means at least bathing, continence,
dressing. eating, toileting. and transferring.

(2) ‘Acute condition’ means that the individual is medically unstable
requiring frequent monitoring by a physician or registered nurse.

() ‘Batring’ means washing oneself by sponge bath. or in a tub or
shower, including the task of getting into and out of the tub or

shower.

House Bill 434 ' Page 19
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(4) ‘Cognitive impairment’ means a deficiency in a person’s short or

long-term memory, orientation as to person. place, and time,
deductive or abstract reasoning. or judgment as it relates to safety

awareness.

(5) ‘Continence’ means the ability to maintain control of bowel and
bladder function: or, when unable to maintain control of bowel or
bladder function, the ability to perform associated personal
hvgiene (including caring for catheter or colostomy bag).
‘Dressing’ means putting on and taking of all items of clothing
and any necessary braces, fasteners, or artificial limbs.

‘Eating’ means feeding oneself by getting food into the body from
a r'ecegtacle (such as a plate, cup, or table) or by a feeding tube

or intravenously.
‘Hands-on _assistance’ means hysical assistance (minimal

moderate, or maximal) without which the individual would not
be able to perform the activity of daily living.

‘Mental or nervous disorder’ shall not be defined to include more

than neurosis, psychoneurosis. psvchopathy, psychosis, or mental
or emotional disease or disorder.

1 ‘Personal care’ means the provision of hands-on services to assist

an individual with activities of daily living.

‘Toileting’ means getting to and from the toilet, getting on and off

the toilet, and performing associated personal hygiene.

‘Transferring’ means _moving into_or _out of a bed. chair, or

wheelchair.

1 ‘Skilled nursing care’. ‘intermediate care’, ‘personal care’, ‘home
care.’ and other services shall be defined in relation to the level
of skill required, and the nature of the care, the definition of
which may require that the provider be appropriately licensed or

certified."
Section 16. G.S. 58-65-25 reads as rewritten:
"§ 58-65-25. Hospital, physician and dentist contracts.

(a) Any corporation organized under the-previsions-of this Article and-Artiele-66
et-this-Chepter may enter into contracts for the rendering of hospital service to any of
its subscribers by hospitals approved by the American Medical Association and/or the
North Carolina Hospital Association, and may enter into contracts for the furnishing
of, or the payment in whole or in part for, medical and/or dental services rendered to
any of its subscribers by duly licensed physicians and/or dentists. All obligations
arising under contracts issued by such corporations to its subscribers shall be satisfied
by payments made directly to the hospitals or hospitals and/or physicians and/or
dentists rendering such service, or direct to the subscriber or his, her, or their legal
representatives upon the receipt by the corporation from the subscriber of a statement
marked paid by the hospital(s) and/or physician(s) and/or dentist(s) or both rendering
such service, and all such payments heretofore made are hereby ratified. Nothing

SIRC
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keretnr in_this section shall be construed to discriminate against hospitals conducted
by other schools of medical practice.

(b) On-and-sfterJanuary-11956;-8H All certificates, plans or contracts issued to

subscribers or other persons by hospital and medical and/or dental service
corporations operating under this Article and—Artiele-66-ofthis-Chapter shall contain
in substance a provision as follows: ‘After two years from the date of issue of this
certificate, contract or plan no misstatements, except fraudulent misstatements made
by the applicant in the application for such certificate, contract or plan, shall be used
to void said certificate, contract or plan, or to deny a claim for loss incurred or
dlsablllty (as therem defined) commencing after the expiration of such two-year

Section 17. G.S. 58-65-60(e) reads as rewritten:

"(e) A hespital service corporation may issue a master group contract with the
approval of the Commissioner efInsurance—provided—sueh if the contract and the
individual certificates issued to members of the greup;—shaH-eomply group complies
in substance to the other provisions of this Article and Article 66 of this Chapter.
Any-steh The contract may provide for the adjustment of the rate of the premium or
benefits conferred as provided in sat¢d the contract, and in accordance with an
adjustment schedule filed with and approved by the Cemmisstoner—ef—tnsuranee:
Commissioner, If sueh—measter—group the contract is issued, altered or modified, the
subscribers’ contracts issued i—pursuanee-thereof under that contract are altered or
modified accordingly, all laws and clauses in subscribers’ contracts to the contrary
notwithstanding. Nothing in this Article and Article 66 of this Chupter shall be
construed to prohibit or prevent the same. Forms of such contract shall at all times be
furnished upon request of subscribers thereto.
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20 6 (el) Employees shall be added to the master group coverage no later than 90
21 days after their first day of employment. Employment shall be considered continuous
22 and not be considered broken except for unexcused absences from work for reasons
23 other than illness or injury. The term ‘employee’ is defined as a nonseasonal person
24 who works on a full-time basis, with a normal work week of 30 or more hours and
25 who is otherwise eligible for coverage, but does not include a person who works on a
26 part-time, temporary, or substitute basis.
27 &> (e2) Whenever an employer master group contract replaces another group
28 contract, whether this contract was issued by a corporation under Articles 1 through
29 67 of this Chapter, the liability of the succeeding corporation for insuring persons
30 covered under the previous group contract is (i) each person is eligible for coverage
31 in accordance with the succeeding corporation’s plan of benefits with respect to
32 classes eligible and activity at work and nonconfinement rules must be covered by the
33 succeeding corporation’s plan of benefits; and (ii) each person not covered under the
34 succeeding corporation’s plan .of benefits .in accordance with (i) above must

35 nevertheless be covered by the succeeding corporation if that person was validly

36 covered, including benefit extension, under the prior plan on the date of

37 discontinuance and if the person is a member of the class of persons eligible for

38 coverage under the succeeding corporation’s plan."

39 Section 18. G.S. 58-67-85 reads as rewritten:

40 "§ 58-67-85. Master group contracts, filing requirement; required and prohibited

41 provisions.

42 (a) A health maintenance organization may issue a master group contract with the

43 approval of the Commissioner of Insurance provided the contract and the individual

44 certificates issued to members of the group, shall comply in substance to the other .
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provisions of this Article. Any such contract may provide for the adjustment of the
rate of the premium or benefits conferred as provided in' the contract, and in
accordance with an adjustment schedule filed with and approved by the
Commissioner of Insurance. If the master group contract is issued, altered or
modified, the enrollees’ contracts issued in pursuance thereof are altered or modified
accordingly, all laws and clauses in the enrollees’ contracts to the contrary
notwithstanding. Nothing in this Article shall be construed to prohibit or prevent the
same. Forms of such contract shall at all times be furnished upon request of enrollees
thereto. '

(d) Employees shall be added to the master group coverage no later than 90 days
after their first day of employment. Employment shall be considered continuous and
not be considered broken except for unexcused absences from work for reasons other
than illness or injury. The term ‘employee’ is defined as a nonseasonal person who
works on a full-time basis, with a normal work week of 30 or more hours and who is
otherwise eligible for coverage, but does not include a person who works on a part-
time, temporary, or substitute basis.

(e) Whenever an employer master group contract replaces another group contract,
whether the contract was issued by a corporation under Articles 1 through 67 of this
Chapter, the liability of the succeeding corporation for insuring persons covered
under the previous group contract is:
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(1) Each person who is eligible for coverage in accordance with the
succeeding corporation’s plan of benefits with respect to classes
eligible and activity at work and nonconfinement rules must be
covered by the succeeding corporation’s plan of benefits; and

(2) Each person not covered under the succeeding corporation’s plan
of benefits in accordance with (e)(1) must nevertheless be
covered by the succeeding corporation if that person was validly
covered, including benefit extension, under the prior plan on the
date of discontinuance and if the person is a member of the class
of persons eligible for coverage under the succeeding
corporation’s plan." _

Section 19. Article 3 of Chapter 58 of the General Statutes is amended

13 by adding a new section to read:

14 "§ 58-3-169. Required coverage for minimum hospital stav following birth,

15 (a) Definitions. -- As used in this section:

O ~NON WU W

— b g
N = O W

16 1) ‘Attending providers’ includes:

17 a. The obstetrician-gynecologists,  pediatricians, family
18 physicians, and other physicians primarily responsible for
19 the care of a mother and newborn; and

20 : b. The nurse midwives and nurse practitioners primarily
21 responsible for the care of a mother and her newborn child
22 in_accordance with State licensure and certification laws.

23 2) ‘Health benefit plan’ means an_accident and health insurance
24 policy or _certificate; a nonprofit hospital or_medical service
25. corporation _contract; a health maintenance _organization
26 subscriber contract; a plan provided by a multiple emplover
27 welfare arrangement; or a plan provided by another benefit
28 arrangement, to the extent permitted by the Emplovee Retirement
29 Income Security Act of 1974, as amended, or by any waiver of or
30 other exception to that Act provided under federal law or
31 regulation. _ ‘Health benefit plan’ does not mean anv_of the
32 - following kinds of insurance:

33 a. Accident

34 b.- - Credit,- ~

35 ¢. Disabilitv income

36 d. Long-term or nursing home care,

37 e. Medicare supplement,

38 f. Specified disease,

39 g. Dental or vision

40 h. Coverage issued as a supplement to liability insurance,

41 L Workers’ compensation,

42 1. Medical pavments under automobile or homeowners, and
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k. Insurance under which benefits are payable with or without
regard to fault and that is statutorily required to be
contained in any liability policy or equivalent self-insurance.

(3) ‘Insurer’ means an insurance company subject to this Chapter, a

service corporation organized under Article 65 of this Chapter, a

health maintenance organization organized under Article 67 of

this Chapter, and a multiple employer welfare arrangement
subject to Article 49 of this Chapter.

(b) In General. -- Except as provided in subsection (c), an insurer that provides a
health benefit plan that contains maternity benefits, including benefits for childbirth,
shall ensure that coverage is provided with respect to a mother who is a participant.
beneficiarv, or policvholder under the plan and her newborn child for a minimum of
48 hours of inpatient length of stay following a normal vaginal deliverv. and a
minimum of 96 hours of inpatient length of stav following a cesarean section, without
requiring the attending provider to obtain authorization from_the insurer or its
representative. ‘

(¢) Exception. -- Notwithstanding subsection (b) of this section. an insurer is not
required to provide coverage for postdelivery inpatient length of stay for a mother
who is a participant. beneficiary, or policyholder under the insurer’s health benefit
plan and her newborn child for the period referred to in subsection (b) of this section
if:

1) A decision to discharge the mother and her newborn child before
the expiration of the period is made by the attending provider in
consultation with the mother; and

(2) The health benefit plan provides coverage for postdelivery follow-
up care as described in subsections(d) and (e) of this section.

(d) Postdeliverv_Follow-Up Care. -- In the case of a decision to discharge a
mother and her newborn child from the inpatient setting before the expiration of 48

hours following a normal vaginal deliverv or 96 hours following a cesarean section,
the health benefit plan shall provide coverage for_timely postdelivery care. This

health  care shall be provided to a mother and her newborn child by a registered
nurse, physician, nurse practitioner, nurse midwife, or physician assistant experienced
in maternal and child health in:

(1) The home, a provider’s office. a hospital, a birthing center, an

intermediate care facility, a federally qualified health center, a

federally qualified rural health clinic, or a State health

department maternity clinic; or

(2) Another setting determined appropriate under federal regulations
promulgated under Title VI of Public Law 104-204.

The attending provider in consultation with the mother shall decide the most

appropriate location for follow-up care.

(e} Timely Care. -- As used in subsection (d) of this section, ‘timelv postdeliverv
care’ means health care that is provided: :
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1) Following the discharge of a mother and her newborn child from
the inpatient setting; and
(2) In_a manner that meets the health care needs of the mother and

her newborn child, that provides for the appropriate monitoring

of the conditions of the mother and child, and that occurs not

later than the 72-hour period immediatelv following discharge.
(f) Prohibitions. -- An insurer shall not: ,

1 Deny enrollment, renewal, or continued coverage with respect to
its health benefit plan to a mother and her newborn child who
are participants, beneficiaries, or policyholders, based on
compliance with this section; :

(2). Provide monetarv payments or rebates to mothers to encourage
the mothers to request less than the minimum coverage required
under this section; ’

3) Penalize or otherwise reduce or limit the reimbursement of an

attending provider because the provider provided treatment to an
individual policvholder. participant, or beneficiary in _accordance

with this section: or

4) Provide monetary or other incentives to an attending provider to

induce the provider to provide treatment to an _individual
policyholder, participant, or beneficiary in a manner inconsistent
with this section. . . ,
(g) Effect on Mother. -- Nothing in this section requires that a mother who is a

participant, beneficiary, or policyholder covered under this section:
(1 Give birth in a hospital; or

(2) Stay in the hospital for a fixed period of time following the birth
of her child.

h) Level and Tvpe of Reimbursements. -- Nothing in this section prevents an
insurer from negotiating the level and type of reimbursement with an attending
provider for care provided in accordance with this section."

Section 20. G.S. 58-3-170 reads as rewritten:
"§ 58-3-170. Requirements for maternity coverage.

(a) Every entity providing a health benefit plan that provides maternity coverage
in this State shall provide benefits for the necessary care and treatment related to
maternity that are no less favorable than benefits for physical illness generally.

Hvere b on

(b) As used in this section, ‘health benefit plans’ means accident and health
insurance policies or certificates; nonprofit hospital or medical service corporation
contracts; health, hospital. or medical service corporation plan contracts; health
maintenance organization (HMO) subscriber contracts; and plans provided by a
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30

MEWA or plans provided by other benefit arrangements, to the extent permitted by
ERISA."
Section 21. G.S. 58-51-55 reads as rewritten:
"§ 58-51-55. No discrimination against the mentally ill and chemically dependent.
(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and

(2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-51-50

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DSM-3-R or the International Classification of Diseases [CD/9/CM, or a later edition
of those manuals.

(b) Coverage of Physical Iliness. -- No insurance company licensed in thls State

under the-previstons—of-Artteles—1-through—64-of this Chapter shall, solely because an

individual to be insured has or had a mental illness or chemical dependency:
(1) Refuse to issue or deliver to that individual any policy that
affords benefits or coverages for any medical treatment or service
for physical illness or injury;

2) Have a higher premium rate or charge for physical illness or
injury coverages or benefits for that individual; or

3) Reduce physical illness or injury coverages or benefits for that
individual.

(b1) Coverage of Mental [llness. -- A policy that covers both physical illness or
injury_and mental illness mav_not impose a lesser lifetime or annual dollar limitation
on the mental health benefits than on the phyvsical illness or injury benefits, subject to
the following:

1) A_lifetime limit or annual limit may be made applicable to all
benefits under the policy, without distinguishing the mental
health benefits.

2) If the policv_contains lifetime limits only on selected physical

illness and injury benefits, and these benefits do not represent
substantially all of the physical illness and injury benefits under
the policy, the insurer may impose a lifetime limit on _the mental

health benefits that is based on a weighted average of the - - -

respective_ lifetime limits _on the selected physical illness and
injury benefits. The weighted average shall be calculated in
accordance with rules adopted by the Commissioner.

(3) If the policy contains annual limits only on selected physical
illness and injury benefits, and these benefits do not represent
substantialiv_all of the physical illness and injury benefits under
the policy. the insurer mav impose an annual limit on the mental

health benefits that is based on a weighted average of the

respective annual limits on the selected physical iliness and injury
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benefits. The weighted average shall be calculated in accordance
with rules adopted bv the Commissioner.
(4) Except as otherwise provided in this section. the policv _may

distinguish between mental illness benefits and physical injury or
illness benefits with respect to other terms of the policy, including
coinsurance, limits on provider visits or days of coverage. and
requirements relating to medical necessity.

(3) If the insurer offers two or more benefit package options under a
policy, each package must comply with this subsection.
(6) © This_subsection does not apply to a policy if the insurer can

demonstrate to_the Commissioner that compliance will increase
the cost of the policy by one percent (1%) or more.

(1) This_subsection expires October 1. 2001, but the expiration does
not_affect services rendered before that date.

(c) Mental illness or chemncal dependency coverage not regulred - Nothmg in

this sectlon

phystealeendition—whether-or—not-related—te requires an insurer to offer coverage for
mental illness or chemical dependency.

(d) Applicability. -- Fhis Subsection (bl) of this section applies onlv to group
health insurance contracts covering more than 50 employees. The remainder of this
section applies only to group health insurance contracts covering 20 or more
employees. For purposes of this section, ‘group health insurance contracts’ include
MEWAS, as defined in G.S. 58-49-30(a)." ,

Section 22. G.S. 58-65-90 reads as rewritten:
"§ 58-65-90. No discrimination against the mentally ill and chemically dependent.

(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and

2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-65-75

-with a diagnosis found in the Diagnostic_and Statistical Manual of Mental Disorders

DSM-3-R or the International Classification of Diseases ICD/9/CM or a later edition
of those manuals.

(b) Coverage of Physical lliness. -- No hespital—medieat-dental-or-health service

corporation governed by this Chapter shall, solely because an individual to be insured
has or had a mental illness or chemical dependency:

(1) Refuse to issue or deliver to that individual any individual or
group hespital—dental—medteal—eor—health—serviee subscriber
contract in this State that affords benefits or coverage for medical
treatment or service for physical illness or injury;
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)
3)

Have a higher premium rate or charge for physical illness or
injury coverages or benefits for that individual; or

Reduce physical illness or injury coverages or benefits for that
individual.

(b1) Coverage of Mental Illness. -- A subscriber contract that covers both physical

illness or injury and mental illness mav not impose a lesser lifetime or annual dollar
limitation on the mental health benefits than on the physical illness or injury benefits,

subject to the following:

08]

2

House Bill 434

A lifetime limit or annual limit may be made applicable to all
benefits under_the subscriber contract. without distinguishing the
mental health benefits.

If the subscriber contract contains lifetime limits only on selected
physical illness or _injury benefits, and these benefits do not
represent substantially _all of the phvsical illness and _injury

benefits under the subscriber contract, the service corporation
may impose a lifetime limit on the mental health benefits that is
based on a weighted average of the respective lifetime limits on
the selected physical illness and_injury benefits. The weighted
average shall be calculated in accordance with rules adopted'bv

the Commissioner.
If the subscriber contract contains annual limits onlv on selected

physical illness and injury benefits, and_these benefits do not
represent substantially all of the physical illness and injurv
benefits under the subscriber contract, the service corporation
may impose an annual limit on the mental health benefits that is

based on a weighted average of the respective annual limits on

the selected physical illness and injury benefits. The weighted

average shall be calculated in accordance with rules adopted by
the Commissioner.

Except as otherwise provided in this section, the subscriber
contract mav distinguish between mental illness benefits and
physical injurv_or illness benefits with respect to other terms of

the subscriber contract. including coinsurance. limits on provider
visits or davs of coverage, and requirements relating to medical

necessity.

If the service corporation offers two or more benefit package
options under_a subscriber contract, each package must comply
with this subsection.

This subsection does not apply to a subscriber contract if the
service corporation can_demonstrate to the Commissioner that

compliance will increase the cost of the subscriber contract bv
one percent (1%) or more. .

This subsection expires October 1, 2001, but the expiration does

no_affect services rendered before that date.
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(c) Mental Illness or Chemlcal Dependency Coverage Not Regulred - Nothmg in

this SCCthH DEEVER

ef—aﬂy—ph-ys*ea%eeﬂémeﬂ—whefher—ef—neﬁ—re%eted—te ngLIerS a _service corgoratlon to
offer coverage for mental illness or chemical dependency.

(d) Applicability. -- Fhis Subsection (bl) of this section applies only to subscriber
contracts covering more than 50 employees. The remainder of this section applies
only to group contracts covering 20 or more employees."

Section 23. G.S. 58-67-75 reads as rewritten:
"§ 58-67-75. No discrimination against the mentally ill and chemically dependent.

(a) Definitions. -- As used in this section, the term:

(1) ‘Mental illness’ has the same meaning as defined in G.S. 122C-
3(21); and

2) ‘Chemical dependency’ has the same meaning as defined in G.S.
58-67-70

with a diagnosis found in the Diagnostic and Statistical Manual of Mental Disorders
DSM-3-R or the International Classification of Diseases ICD/9/CM, or a later edition
of those manuals.

(b) Coverage of Physical Illness. -- No health maintenance organization governed
by this Chapter shall, solely because an individual has or had a mental illness or
chemical dependency:

(1) Refuse to enroll that individual in any health care plan covering
physical illness or injury;

(2) Have a higher premium rate or charge for physical illness or
injury coverages or benefits for that individual; or

(3) Reduce physical illness or injury coverages or benefits for that
individual.

Coverage of Mental Illness. -- A health care plan _that covers both phyvsical
illness or injurv and mental illness may not impose a_lesser lifetime or annual dollar

limitation on the mental health beneflts than on the physical illness or injury beneﬁts,
subject to the following:

(1) A lifetime limit or annual limit may be made applicable to all
benefits under_the plan, without distinguishing the mental health

benefits,

(2) If the plan_contains lifetime limits onlv on selected physical illness
and injurv benefits. and these benefits do not represent
substantially_all of the physical illness and injurv benefits under
the plan, the HMO may impose a lifetime limit on the mental

health benefits that i1s based on_a weighted average of the
respective lifetime limits on_the selected physical illness and
injury benefits. The weighted average shall be calculated in
accordance with rules adopted by the Commissioner.
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3 If the plan contains annual limits only on selected physical illness

' and _injury benefits, and these benefits do not represent
substantially all of the physical illness and injury benefits under
the plan, the HMO may impose an _annual limit on the mental
health benefits that is based on_a_ weighted average of the
respective annual limits on the seiected physical illness and injury
benefits. The weighted average shall be calculated in accordance
with rules adopted by the Commissioner.

(4) Except as otherwise provided in_this section. the plan may
distinguish between mental illness benefits and physical injury or
illness benefits with respect to other terms of the plan, including
coinsurance, limits on provider visits or dayvs of coverage. and

requirements relating to medical necessity.

) If the HMO offers two or more benefit package options under_a
plan, each package must comply with this subsection.

(6) This subsection does not apply to a health benefit plan if the
HMO can demonstrate to the Commissioner that compliance will
“increase the cost of the plan by one percent (1%) or more.

(@A) This subsection expires October 1, 2001, but the expiration does
not affect services rendered before that date.

(c) Mental Iliness or Chemical Dependency Coverage Not Required. -- Nothing in

this section s

requires an

HMO to offer coverage for mental illness or chemical dependency.
(d) Applicability. -- Fhis Subsection (bl) of this section applies only to_grou
contracts covering more than 50 employees. The remainder of this section applies

only to group contracts covering 20 or more employees." '

Section 24. Sections 1 through 18 of this act apply to all affected
contracts that are delivered, issued for delivery, or renewed on and after July 1, 1997.
Sections 19, 20, 21, 22, and 23 of this act apply to all affected contracts that are
delivered, issued for delivery, or renewed on and after January 1, 1998. For the -
purposes of this act, renewal of a contract is presumed to occur on each anniversary
of the date on which coverage was first effective on the person or persons covered by
the contract.

Section 25. This act is effective when it becomes law.

| House Bill 434 Page 31



MINUTES

HOUSE COMMITTEE ON INSURANCE

April 17, 1997

The House Committee on Insurance met on Thursday, April 17, 1997, at 12:00 Noon in
Room 643 of the Legislative Office Building. Chairman Dockham, presiding, called the
meeting to order.

Members present: Representatives Dockham, Allred, Barbee, Brawley, Cole, Dedmon,
Dickson, Gardner, Hardy, Hensley, Hurley, Ives, McComas, Michaux, Russell, Tallent,
Wainwright and Wright.

Mr. Linwood Jones, Staff Counsel, provided the attached proposed committee substitute
for House Bill 452 and House Bill 199.

The first order of business was House Bill 926 entitled Preferred Provider Contracts.
Rep. Dockham recognized Representative Brawley, sponsor of this bill. Representative
Brawley explained this bill and answered questions the members asked. Representative
Brawley made a motion that House Bill 926 be sent to a sub study committee. This
motion passed. Chairman Dockham appointed Representative Hurley as Chairman of the
sub study committee and then appointed Representatives Michaux, Hensley and
McConas to serve as members of this sub study committee.

The second order of business was House Bill 452 entitled Beach Plan Amendments/AB.
Chairman Dockham recognized Representative Redwine, sponsor of this bill.
Representative Redwine explained this bill and answered questions the members asked.
Representative Dedmon sent forward an amendment which was adopted. This
amendment was rolled into a proposed committee substitute. Representative Michaux

made a motion that House Bill 452 be given a favorable report as to committee substitute
which changes the title, unfavorable as to original bill. The motion passed.

The third order of business was House Bill 312 entitled Update Mortality Tables.
Chairman Dockham recognized Representative Goodwin who is one of the sponsors of
House Bill 312. Representative Goodwin sent forward a handout entitled Vital Statistics
of the United, 1992, then he explained this bill and answered questions the members
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asked. Representative Dickson made a motion that House Bill 312 be given a favorable
report. The motion passed.

The fourth order of business was House Bill 199 entitled Amend Medical Providers’
Liens. Chairman Dockham recognized Representative Hurley, who chaired the sub study
committee which Chairman Dockham had sent House Bill 199 at a prior date.
Representative Hurley recommended that this bill be sent to a Study Commission.
Recommendation denied. Chairman Dockham then recognized Representative Culpepper,
sponsor of this bill. Representative Culpepper explained and answered questions the
members asked. Representative Dickson made a motion that House Bill 199 be given a

avorable repo to committee substitute. which changes the title, unfayorable as to
original bill, The motion passed.

There being no further business, the Chairman adjourned the meeting at 12:55 p.m.

Thit L Edrards

e Jerry C. Dockham Nell R. Edwards
Clerk
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1997 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:

By Representative(s) DOCKHAM for the Committee on INSURANCE.

[] Committee Substitute for
H.B. 452 A BILL TO BE ENTITLED AN ACT TO AMEND THE BEACH PLAN

O

O 00 Oo0OOQ0QO0o0QOoQOQO QOO oqoA™o o

- With a favorable report as to commlttee substltute b111 (# _

PROPERTY INSURANCE STATUTES TO FURTHER CARRY OUT THE
RECOMMENDATIONS THAT WERE MADE TO THE 1996 SESSION OF THE
GENERAL ASSEMBLY BY THE LEGISLATIVE RESEARCH COMMISSION’S
COMMITTEE ON INSURANCE ISSUES.

With a favorable report.

With a favorable report and recommendation that the bill be re-referred to the Committee on
[ Appropriations [] Finance []

With a favorable report, as amended.

With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on [ ] Appropriations [] Finance []

), m which changes the title,
unfavorable as to original bill (Eemmittee ! ‘ oritizendation

aha&&memimﬁee-subsﬁmtc-brﬁ#'_““) be—re-refewed—t&theeeimﬁee-en-a—a—-}

With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

And having received a unanimous vote in committee, is placed on the Consent Calendar.
With an unfavorable report.

With recommendation that the House concur.

With recommendation that the House do not concur.

With recommendation that the House do not concur; request conferees.

With recommendation that the House concur; committee believes bill to be material.
With an unfavorable report, with a Minority Report attached.

Without prejudice.

With an indeﬁnite postponement report.

With an indefinite postponement report, with a Minority Report attached.

With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
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April 17, 1997

MEMORANDUM

TO: House Insurance Committee
FROM: Linwood Jones, Staff Counsel

RE: House Bill 452 - Proposed Committee Substitute
(Beach Plan Amendments)

The proposed committee substitute for House Bill 452 is the implementing legislation that
will allow the North Carolina Insurance Underwriting Association to carry out the objectives of
the legislature in encouraging insurers to write property insurance coverage for homeowners and
business owners living in the "Beach area” (the barrier islands), thus keeping these policyholders
out of the Beach Plan. These objectives were expressed in legislation passed in 1996 that
directed the Beach Plan to revise the "participation” formula that determines the extent to which
an insurer shares in the profits, losses, and expenses of the Beach Plan.

The Underwriting Association, which administers the Beach Plan program, has developed a
revised formula that is designed to encourage insurers to write more business voluntarily in the
Beach area. The revised formula contains a new credit system that recognizes the extent to
which an insurer participates in insuring properties in the Beach area. The new credit-system
contains different tiers of credits, with higher participation in the Beach area earning higher
credits, up to a maximum credit established by the Board. The new credit system also extends
credit for all of the homeowners premium written by an insurer in the Beach area (not just a
portion of that premium as in the past) and withholds credit for policies that exclude wind and
hail coverage. These changes are also designed to stimulate more insurance coverage in the
voluntary market in the Beach area.

There are a few other changes in the bill. Section 1 makes coverage available in the Beach
Plan for travel trailers that are tied down at a fixed location. Section 4 makes clear that
independent agents are not acting as the Underwriting Association's agents when insuring
property through the Beach Plan. Section 5 allows short term policies to be issued in the Beach
Plan. (Currently, policy periods must be 1 or 3 years).

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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The changes concerning the participation formula and credits take effect January 1, 1998.
The remainder of the bill takes effect upon becoming law.
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Short Title:

GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 1997

1
HOUSE BILL 452
Proposed Committee Substitute
H452-CSRN-001
Beach Plan Amendments/AB. (Public)

Sponsors:

Referred to:

Insurance.

March 10, 1997

A BILL TO BE ENTITLED

AN ACT TO AMEND THE BEACH PLAN PARTICIPATION FORMULA AND REVISE
OTHER ‘STATUTES RELATED TO THE BEACH PLAN.
The General Assembly of North Carolina enacts:

Section 1. G.S. 58-45-5 reads as rewritten:

"§ 58-45-5.

Definition of terms.

In this Article, unless the context otherwise requires,

(1)

(2)

(3)
(3a)

‘Association’ means the North Carolina Insurance
Underwriting Association established pursuant—te
the-provisions—of under this Article;

‘Beach area’ means all of that area of the State of
North Carolina south and east of +the inland
waterway from the South Carolina line to Fort Macon
(Beaufort 1Inlet); thence south and east of Core,
Pamlico, Roanoke and Currituck sounds to the
Virginia 1line, being those portions of land
generally known as the Outer Banks;

Repealed by Session Laws 1991, c. 720, s. 6.

‘Crime insurance’ means insurance against losses
resulting from robbery, burglary, larceny, and
similar crimes, as more specifically defined and
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(3b)

limited in the various crime insurance policies, 01.
their successor forms of coverage, approved by the
Commissioner and issued by the Association. Such
policies shall not be more restrictive than those
issued under the Federal Crime Insurance Program
authorized by Public Law 91-609.

‘Directors’ means the Board of Directors of the

(4)

(3)

Page 2

Association.

‘Essential property insurance’ means insurance
against direct loss to property as defined in the
standard statutory fire policy and extended
coverage, vandalism and malicious mischief
endorsements thereon, or their successor forms of
coverage, as approved by the Commissioner;
‘Insurable property’ means real property at fixed
locations in the Beach area area, including travel
trailers when tied down at a fixed location, or the
tangible personal property located therein, but
shall not include insurance on motor vehicles or
farm risks; which property is determined by th
Association, after inspection and under th
criteria specified in the plan of operation, to be
in an insurable condition. However, any one and two
family dwellings built in substantial accordance
with the Federal Manufactured Home Construction and
Safety Standards, any predecessor or successor
federal or State construction or safety standards,
and any further construction or safety standards
promulgated by the association and approved by the
Commissioner, or the North Carolina Uniform
Residential Building Code and any structure or
building built in substantial compliance with the
North Carolina Building Code, including the design-
wind requirements, which is not otherwise rendered
uninsurable by reason of use or occupancy, shall be
an insurable risk within the meaning of this
Article. However, none of the following factors
shall be considered in determining insurable
condition: neighborhood, area, location,
environmental hazards beyond the control of the
applicant or owner of the property. Also, any
structure begun on or after January 1, 1970, not
built in substantial compliance with the Federal
Manufactured Home Construction and Safety

House Bill 452
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(6)

(6a)

Standards, any predecessor or successor federal or
State construction or safety standards, and any
further construction or safety standards
promulgated by the association and approved by the
Commissioner, or the North Carolina Uniform
Residential Building Code or the North Carolina
Building Code, including the design-wind
requirements therein, shall not be an insurable
risk. The owner or applicant shall furnish with the
application proof in the form of a certificate from
a local building inspector, contractor, engineer or
architect that the structure is built in
substantial accordance with the Federal
Manufactured Home Construction and Safety
Standards, any predecessor or successor federal or
State construction or safety standards, and any
further construction or safety standards
promulgated by the association and approved by the
Commissioner, or the North Carolina Uniform
Residential Building Code or the North Carolina
Building Code; however, an individual certificate
shall not be necessary where the structure is
located within a political subdivision which has
certified to the Association on an annual basis
that it is enforcing the North Carolina Uniform
Residential Building Code or the North Carolina
Building Code and has no plans to discontinue
enforcing these codes during that year.

Repealed by Session Laws 1995 (Regular Session,
1996), c. 592, s. 2.

‘Net direct premiums’ means gross direct premiums

House Bill 452

(excluding reinsurance assumed and ceded) written
on property in this State for essential property
insurance, homeowners and the property portion of
commercial multiple peril policies as computed by
the Commissioner, less:

a. Return premiums on uncancelled contracts;

b. Dividends paid or credited to policyholders;
and

c. The unused or unabsorbed portion of premium
deposits.

‘Net direct premiums’ shall not include premiums on
farm properties and manufacturing risks.

Page 3
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(7) ‘Plan of operation’ or ‘plan’ means the plan of‘
operation of the Association approved or
promulgated by the Commissioner, pursuant—to—the
provisions under of this Article.

Section 2. G.S. 58-45-25 reads as rewritten:

"§ 58-45-25. Each member of Association to participate in its
expenses, profits, and losses.

1
2
3
4
5
6
7
8

22 (a) Each member of the Association shall participate in the‘
23 expenses, profits, and losses of the Association in the
24 proportion that its net direct premium written in this State
25 during the preceding calendar year for residential and commercial
26 properties outside of the Beach area bears to the aggregate net
27 direct premiums written in this State during the preceding
28 calendar year for residential and commercial properties outside
29 of the Beach area by all members of the Association, as certified
30 to the Association by the Commissioner. The Commissioner shall
31 certify each member’s participation after review of annual
32 statements and any other reports and data necessary to determine
33 participation and may obtain any necessary information or data
34 from any member of the Association for this purpose. Any insurer
35 that is authorized to write and that is engaged in writing any
36 insurance, the writing of which requires the insurer to be a
37 member of the Association under G.S. 58-45-10, shall become a
38 member of the Association on the first day of January after
. 39 authorization. The determination of the insurer’s participation
40 in the Association shall be made as of the date of membership of
41 the insurer in the .same manner as for all other members of the.

42 Association.
43 (b) ~All member companies shall receive credit each year for
44 essential property insurance and homeowners insurance voluntarily

Page 4 House Bill 452
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written in the Beach area in accordance with guidelines and
procedures to be submitted by the Directors to the Commissioner
for approval. The participation of each member company in the
expenses, profits, and losses of the Association shall be reduced
accordingly; provided, no credit shall be given where coverage
for the peril of wind has been excluded. The guidelines and
procedures for granting credit shall encourage and assist each
member company to voluntarily write these coverages in the Beach
area for commercial and residential properties."
Section 3. G.S. 58-45-30(a) reads as rewritten:

"(a) Within-90 days-after—April-17,-1969, the directors—of-the
Association The Directors shall submit to the Commissioner for
his review and approval, a proposed plan of operation. Such
propesed The plan shall set forth the number, qualifications,
terms of office, and manner of election of the members of the
board of directors, and shall grant proper credit annually to
each member of the Association for essential property insurance
insurance, homeowners insurance and the property portion of
commercial multiple peril policies voluntarily written in the
beach Beach area and shall provide for the efficient, economical,
fair and nondiscriminatory administration of the Association and
for the prompt and efficient provision of essential property
insurance in the beach areas—of North Carclina-so—as Beach area
in order to promote orderly community development in those—areas
the Beach area and to provide means for the adequate maintenance
and improvement of the property in such—areas. the Beach area.

Sush—p@epesed The plan may include a—fmeé&m&na;y—assessment—eé

998#&%&997 the establlshment of necessary fac111t1e5° management
of the Association; plan—for the assessment of members to defray
losses and expenses; underwriting standards; procedures for the
acceptance and cession of reinsurance; procedures for determining
the amounts of insurance to be provided to specific risks; time
limits and procedures for processing applications for 4insurance

insurance; and for such other provisions as—may—be deemed that

are considered necessary by the Commissioner to carry out the
purposes of this Article."

Section 4. G.S. 58-33-100 reads as rewritten:
"§ 58-33-100. Payment of premium to agent valid; obtaining by
fraud a crime.

(a) Any agent, broker or limited representative who acts for a
person other than himself negotiating a contract of insurance is,
for the purpose of receiving the premium therefor, the company’s
agent, whatever conditions or stipulations may be contained in

House Bill 452 Page 5
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the policy or contract. The subsection does not apply to the.
Insurance Underwriting Association established under Article 45

of this Chapter or the Joint Underwriting Association established
under Article 46 of this Chapter.

(b) Sueh Any agent, broker or limited representative knowingly
procuring by fraudulent —representations payment, or the
obligation for the payment, of a premium of insurance, shall be
guilty of a Class 1 misdemeanor."

Section 5. G.S. 58-45-35(b) reads as rewritten:

"(b) If the Association determines that the property is
insurable and that there is no unpaid premium due from the
applicant for prior insurance on the property, the Association,
upon receipt of the premium, or part of the premium, as is
prescribed in the plan of operation, shall cause to be issued a
policy of essential property insurance and shall offer additional
extended coverage, optional perils endorsements, business income
coverage, crime insurance, separate policies of windstorm and
hail insurance, or their successor forms of coverage, for a term
of one year or three years. Short term policies may also be
issued. Any policy issued under this section shall be renewed,.

upon application, as long as the property is insurable property."

Section 6. If any section or provision of this act is
declared unconstitutional or invalid by the courts, it does not
affect the validity of the act as a whole or any part other than
the part so declared to be unconstitutional or invalid.

Section 7. Sections 1, 3, 4, 5, and this section of
this act are effective when this act becomes law. Section 2 of
this act becomes effective January 1, 1998, and applies to
policies issued or renewed on or after that date.

Page 6 House Bill 452
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

H D
HOUSE BILL 452
Proposed Committee Substitute H452-PCS2295
Short Title: Beach Plan Amendments/AB. (Public)
Sponsors:

Referred to:

March 10, 1997
A BILL TO BE ENTITLED

2 AN ACT TO AMEND THE BEACH PLAN PARTICIPATION FORMULA AND
REVISE OTHER STATUTES RELATED TO THE BEACH PLAN.

4 The General Assembly of North Carolina enacts:

Section 1. G.S. 58-45-5 reads as rewritten:

6 "§ 58-45-5. Definition of terms.

In this Article, unless the context otherwise requires,

3

5

7

8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

1)

()

(3)
(32)

‘Association’ means the North Carolina Insurance Underwriting
Association established pursuant—te—the—previsiens—of under this
Article;

‘Beach area’ means all of that area of the State of North Carolina
south and east of the inland waterway from the South Carolina
line to Fort Macon (Beaufort Inlet); thence south and east of Core,
Pamlico, Roanoke and Currituck sounds to the Virginia line, being
those portions of land generally known as the Outer Banks;
Repealed by Session Laws 1991, c. 720, s. 6.

‘Crime insurance’ means insurance against losses resulting from
robbery, burglary, larceny, and similar crimes, as more specifically
defined and limited in the various crime insurance policies, or
their successor forms of coverage, approved by the Commissioner
and issued by the Association. Such policies shall not be more
restrictive than those issued under the Federal Crime Insurance
Program authorized by Public Law 91-609.
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Page 2

(3b) ‘Directors’ means the Board of Directors of the Association.

4)

&)

‘Essential property insurance’ means insurance against direct loss
to property as defined in the standard statutory fire policy and
extended coverage, vandalism and malicious mischief
endorsements thereon, or their successor forms of coverage, as
approved by the Commissioner;

‘Insurable property’ means real property at fixed locations in the
Beach ares area, including travel trailers when tied down at a fixed
location, or the tangible personal property located therein, but
shall not include insurance on motor vehicles or farm risks; which
property is determined by the Association, after inspection and
under the criteria specified in the plan of operation, to be in an
insurable condition. However, any one and two family dwellings
built in substantial accordance with the Federal Manufactured
Home Construction and Safety Standards, any predecessor or
successor federal or State construction or safety standards, and any
further construction or safety standards promulgated by the
association and approved by the Commissioner, or the North
Carolina Uniform Residential Building Code and any structure or
building built in substantial compliance with the North Carolina
Building Code, including the design-wind requirements, which is
not otherwise rendered uninsurable by reason of use or occupancy,
shall be an insurable risk within the meaning of this Article.
However, none of the following factors shall be considered in
determining insurable condition: neighborhood, area, location,
environmental hazards beyond the control of the applicant or
owner of the property. Also, any structure begun on or after
January 1, 1970, not built in substantial compliance with the
Federal Manufactured Home Construction and Safety Standards,
any predecessor or successor federal or State construction or safety
standards, and any further construction or safety standards
promulgated by the association and approved by the
Commissioner, or the North Carolina Uniform Residential
Building Code or the North Carolina Building Code, including the
design-wind requirements therein, shall not be an insurable risk.
The owner or applicant shall furnish with the application proof in
the form of a certificate from a local building inspector, contractor,
engineer or architect that the structure is built in substantial
accordance with the Federal Manufactured Home Construction
and Safety Standards, any predecessor or successor federal or State
construction or safety standards, and any further construction or
safety standards promulgated by the association and approved by
the Commissioner, or the North Carolina Uniform Residential
Building Code or the North Carolina Building Code; however, an

House Bill 452
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individual certificate shall not be necessary where the structure is
located within a political subdivision which has certified to the
Association on an annual basis that it is enforcing the North
Carolina Uniform Residential Building Code or the North Carolina
Building Code and has no plans to discontinue enforcing these
codes during that year. _

(6) Repealed by Session Laws 1995 (Regular Session, 1996), c. 592, s.
2.

(6a) ‘Net direct premiums’ means gross direct premiums (excluding
reinsurance assumed and ceded) written on property in this State
for essential property insurance, homeowners, and the property
portion of commercial multiple peril policies as computed by the
a. Return premiums on uncancelled contracts;

b. Dividends paid or credited to policyholders; and
C. The unused or unabsorbed portion of premium deposits.
‘Net direct premiums’ shall not include premiums on farm

properties and manufacturing risks. _
(7)  ‘Plan of operation’ or ‘plan’ means the plan of operation of the

Association approved or promulgated by the Commissioner,

pursuant-to-the-provistons-of under this Article."

Section 2. G.S. 58-45-25 reads as rewritten:
"§ 58-45-25. Each member of Association to participate in its expenses, profits, and
losses.

(a) Each member of the Association shall participate in the expenses, profits, and
losses of the Association in the proportion that its net direct premium written in this
State during the preceding calendar year for residential and commercial properties
outside of the Beach area bears to the aggregate net direct premiums written in this
State during the preceding calendar vear for residential and commercial properties
outside of the Beach area by all members of the Association, as certified to the
Association by the Commissioner. The Commissioner shall certify each member’s
participation after review of annual statements and any other reports and data
necessary to determine participation and may obtain any necessary information or

data_from any member of the Association for this purpose. Any insurer that is

House Bill 452 Page 3
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authorized to write and that is engaged in writing any insurance, the writing of which
requires the insurer to be a member of the Association under G.S. 58-45-10. shall

become a member of the Association on the fiist day of January after authorization.
The determination of the insurer’s participation in the Association shall be made as
of the date of membership of the insurer in the same manner as for all other
members of the Association.

(b) All member companies shall receive credit each year for essential property
insurance. homeowners insurance, and the property portion of commercial multiple
peril policies voluntarily written in the Beach area in accordance with guidelines and
procedures to be submitted by the Directors to the Commissioner for approval. The
participation of each member company in the expenses, profits, and losses of the
Association shall be reduced accordingly: provided, no credit shall be given where
coverage for the peril of wind has been excluded. The guidelines and procedures for
granting credit shall encourage and assist each member company to voluntarily write

these coverages in the Beach area for commercial and residential properties."
SCCthIl 3. G S. 58 45 30(a) reads as rewrltten
u(a) ds . o Q s The

Directors shall submit to the Commissioner for his review and approval, a proposed
plan of operation. Sweh-proepesed The plan shall set forth the number, qualifications,
terms of office, and manner of election of the members of the board of directors, and
shall grant proper credit annually to each member of the Association for essential
property insurenee insurance. homeowners insurance, and the property portion of
commercial multiple peril policies voluntarily written in the besekh Beach area and
shall provide for the efficient, economical, fair and nondiscriminatory administration
of the Association and for the prompt and efficient provision of essential property
insurance in the beach-areas-of-North-Carolina—se—as Beach area in order to promote
orderly community development in these-areas the Beach area and to provide means
for the adequate maintenance and improvement of the property in sweh—areas: the

Beach area. Sueh—pfepeseé The plan may 1nclude a—pfehmtnafy—essesanent—ef—a-l-}

estabhshment of necessary facilities; management of the Assomatwn pl-a-n—fer the
assessment of members to defray losses and expenses; underwriting standards;
procedures for the acceptance and cession of reinsurance; procedures for determining
the amounts of insurance to be provided to specific risks; time limits and procedures
for processing applications for insurenee insurance; and for such other provisions as

may-be-deemed that are considered necessary by the Commissioner to carry out the
purposes of this Article."

Section 4. G.S. 58-33-100 reads as rewritten:
"§ 58-33-100. Payment of premium to agent valid; obtaining by fraud a crime.

(a) Any agent, broker or limited representative who acts for a person other than
himself negotiating a contract of insurance is, for the purpose of receiving the
premium therefor, the company’s agent, whatever conditions or stipulations may be
contained in the policy or contract. This subsection does not apply to the Insurance

Page 4 House Bill 452
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Underwriting Association established under Article 45 of this Chapter or the Joint

Underwriting Association established under Article 46 of this Chapter.
(b) Suek Any agent, broker or limited representative knowingly procuring by

fraudulent representations payment, or the obligation for the payment, of a premium
of insurance, shall be guilty of a Class 1 misdemeanor."

Section 5. G.S. 58-45-35(b) reads as rewritten:

"(b) If the Association determines that the property is insurable and that there is
no unpaid premium due from the applicant for prior insurance on the property, the
Association, upon receipt of the premium, or part of the premium, as is prescribed in
the plan of operation, shall cause to be issued a policy of essential property insurance
and shall offer additional extended coverage, optional perils endorsements, business
income coverage, crime insurance, separate policies of windstorm and hail insurance,
or their successor forms of coverage, for a term of one year or three years. Short
term policies may also be issued. Any policy issued under this section shall be
renewed, upon application, as long as the property is insurable property."

Section 6. If any section or provision of this act is declared
unconstitutional or invalid by the courts, it does not affect the validity of the act as a
whole or any part other than the part so declared to be unconstitutional or invalid.

Section 7. Sections 1, 3, 4, 5, and this section of this act are effective
when this act becomes law. Section 2 of this act becomes effective January 1, 1998,
and applies to policies issued or renewed on or after that date.

House Bill 452 Page 5
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HOUSE BILL 452

Short Title: Beach Plan Amendments/AB. (Public)

Sponsors: Representatives Redwine; Smith, Baddour, and Rayfield.

Referred to: Insurance.

March 10, 1997

A BILL TO BE ENTITLED
AN ACT TO AMEND THE BEACH PLAN PROPERTY INSURANCE STATUTES

TO FURTHER CARRY OUT THE RECOMMENDATIONS THAT WERE

MADE TO THE 1996 SESSION OF THE GENERAL ASSEMBLY BY THE

LEGISLATIVE RESEARCH COMMISSION’S COMMITTEE ON INSURANCE

ISSUES.

The General Assembly of North Carolina enacts:

Section 1. G.S. 58-45-25 reads as rewritten:
"§ 58-45-25. Each member of Association to participate in its expenses, profits, and
losses.

All members of the Association shall participate in its expenses, profits, and losses
and shall receive credit annually for essential property insurance voluntarily written
as determined by the directors of the Association, with the approval of the
Commissioner. Participation of each member in the expenses, profits, and losses of

the Association shall be reduced aseeerdinghy- as determined by the directors of the

Association, with the approval of the Commissioner. Any insurer authorized to write
and engage in writing any insurance, the writing of which requires the insurer to be a

member of the Association, pursuant to G.S. 58-45-10, shall become a member of the
Association on the January 1 immediately following authorization and the
determination of the insurer’s participation in the Association shall be made as of the
date of membership in the same manner as for all other members of the Association."

Section 2. This act becomes effective when it becomes law and applies to
fiscal years beginning with the 1997-98 fiscal year.
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