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1997-98 Regular Session

NORTH CAROLINA GENERAL ASSEMBLY
COMMITTEE SUMMARY REPORT
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‘ MEMORANDUM
TO: Representative Luebke

FROM: Representative Daniel F. McComas, Chairman
INSURANCE/Subcommittee on Health

DATE: October 2, 1998
SUBJECT: HB 1223, Family Health-Care Program.

House Rule 36 speaks to reporting bills out of standing committees or permanent
subcommittees by the last adjournment of the 1997-98 legislative session. -- "All House
bills and resolutions shall be reported from the standing committee or permanent
subcommittee to which referred with such recommendations as the standing committee or
permanent subcommittee may desire to make except in the case where the principal
introducer requests in writing to the Chair of the standing committee or permanent
subcommittee that the bill not be considered." If it is your intent that the bill listed
above not be considered by subcommittee this legislative session, please sign and date
the form and return it to the Subcommittee Clerk, Dee Bagley for the Committee on
INSURANCE/Subcommittee on Health in Room 2123 by October 9, 1998.

00000000000000

Mr. Chairman:

I request that the above-mentioned House Bill # / 223 , for which I am the principal
introduc?)it’be considered by your committee for the 1997-98 legislative session.

(Sign)

i

\
Representative

/Olg’?? (Date)

. PLEASE DO NOT DETACH THE FORM FROM THE MEMORANDUM



AGENDA

HOUSE INSURANCE COMMITTEE
Subcommittee On Health

July 9, 1998

Room 643 LOB
12:00 Noon

I. OPENING REMARKS

Representative Daniel F. McComas, Chairman
Subcommittee on Health

II. BILLS TO BE CONSIDERED

SB 400, Mental Health Parity

III. ADJOURNMENT



HOUSE INSURANCE
SUBCOMMITTEE ON HEALTH
' MINUTES

July 9, 1998

The House Insurance/Subcommittee on Health met on July 9, 1998, at 12:00 noon in Room 643
of the Legislative Office Building.

Representative Daniel F. McComas, Chairman, presided, and the following members were
present: -

Representatives: Wainwright, Barbee, Bowie, Cole, Dickson, Esposito, Hardy,
Hensley, Holmes, Ives, Luebke, Miller, Miner, Preston, Russel and Wright.
Representative Dockham, Chairman, House Insurance Committee was also
present.

Visitors present were as follows: (see Attachment 1).

Staff Counsel Linda Attarian, Linwood Jones and Ed Rossi were present to assist the
Subcommittee.

Chairman McComas called the meeting to order, introduced the Pages and Sergeant-at-Arms
serving the Subcommittee and welcomed guests. The following bills were considered:

HB 1455, An Act To Create Medicare Provider Sponsored Organization
Licensing. (See Attachment 2): A proposed Committee Substitute for HB 1455
was presented to the Subcommittee for consideration (see Attachment 3).
Representative Dockham moved to adopt the proposed Committee Substitute for
discussion. The motion passed. Representative Lanier Cansler, Bill Sponsor, was
recognized to explain the bill. Representative Bowie sent forth an amendment
(see Attachment 4) and moved that it be adopted. The motion passed.
Representative Bowie then moved that the amendment be incorporated into the
proposed committee substitute and the proposed committee substitute be given a
favorable report. After some discussion and questions, Representative Bowie’s
motion passed. HB 1455 was reported to the House Floor as follows: (see
Attachments 5 and 6).

Pensions and Retirement and Insurance Committee Substitute for SB 400, An Act
To Require Parity In Health Insurance For Mental Illness. (See Attachment 7):
Senator Leslie Winner, Bill Sponsor, was recognized to explain the bill. A
proposed House Committee Substitute was presented to the Subcommittee (see
Attachment 8). Representative Bowie moved to adopt the proposed House
Committee Substitute for discussion. The motion passed. Senator Winner



Minutes Continued

Page 2

explained the differences in the proposed House Committee Substitute and the
Senate Committee Substitute. After her explanation, Senator Winner entertained
questions from the Subcommittee members.

After extensive discussion and questions, Mr. Ron Bachman, a Principal at Price,
Waterhouse, Coopers, was recognized to speak. Mr. Bachman stated that he is in
charge of the Health Care Consulting Practice out of their Atlanta, Georgia office.
He is an Actuary with certifications of FSA (Fellow Society of Actuaries) and
MAA (Member of the American Academy of Actuaries), and he acts as a broad
based consultant with clients on both sides of the issue. He stressed that he was
before the Subcommittee not as an advocate or lobbyist for the legislation but to
give factual information and answer any questions they may have. He then
proceeded with his comments and entertained questions from the Subcommittee.
No action was taken on the bill during this meeting.

The'meetingadjourned at 1:00 p.m.

///?ﬁ ()m%/é/&a,@

1e1\F/Mcw L Jane M. “Dee” Bagley

ubeoinmittee Chairman Subcommittee Clerk
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ATTACHMENT 2

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

HOUSE BILL 1455*

Short. Title: PSO Medicare Licensing. (Public)

Sponsors: Representatives Cansler and Bowie.

Referred to: Insurance, if favorable, Finance.

May 25, 1998

A BILL TO BE ENTITLED :
AN ACT TO CREATE MEDICARE PROVIDER SPONSORED ORGANIZATION
LICENSING.
The General Assembly of North Carolina enacts
Section 1. Chapter 131E of the General Statutes is amended by adding a
new Article to read: .
"ARTICLE 17.

- "Provider Sponsored Organization Licensing.
"§ 131FE-275. General provisions.

(a) The General Assembly acknowledges that section 1855, et seq.. of the federal
Social Security Act permits provider sponsored organizations that are organized and
licensed under State law as risk-bearing entities, or that are otherwise certified as

such by the federal government, to be eligible to offer health insurance or health
nefits coverage in each State in which the provider sored or anizﬁai n_offers

Medicare + Choice plan. The neral Assembly deéclares that provider nsored

nizations are beneficial to North Carolina citizens who are Medicare beneficiaries
nd should be encouraged, subject to appropriate regulation the Department of
Health and Human Services, acting through the Medical Care Commission. The

neral Assembly further declares that, because provider sponsored organizations
provide health care directly and assume_responsibility for the provision of Health
Care Services to Medicare beneficiaries under the requirements of the federal
Medicare program, they require different regulatory oversight to protect the public
than health maintenance organizations and insurance companies. The General

Assembly further declares that the organizers and operators of provider sponsored
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organizations which are licensed under the terms of this Article as risk-bearing
entities authorized to contract directly with the federal Medicare + Choice program

- shall not be subject to Chapter 58 or the insurance laws of this State, unless otherwise

specified in this Article. ,
(b) As set forth in this Article, the Department of Health and Human Services.

acting through the Medical Care Commission, shall be the agency of the State
uthorized to license provider nso rganizations ntract with Medicare to

provide health care services to Medicare beneficiaries and to engage in the other
related activities described in this Article.

Each provider nsor rganization shall in icense from th
Department or_shall otherwise be certified by the federal government prior to

establishing. maintainin nd ratin Ith car lan_in _this te for
Medicare + Choice beneficiaries. :
"§ 131E-276. Definitions.

As used in this Article. unless the context clearly implies otherwise, the following

definitions apply:

j / eneficiaries
of the Medicare+ Choice program who_ are enrolled with the
provider sponsored organization (PSO) under the terms of a
contract between the PSO and the Medicare program.

(2)  ‘Commissioner’ means the Commissioner of Insurance of North

Carolina.

(3) ‘Current assets’ means cash, marketable securities, accounts
receivable, and other current items that will be converted into ¢ash
within 12 months.

Current liabilities’ means accounts payable and other accrued
liabilities, including payroll, claims, and taxes that will need to be
paid within 12 months.
‘Current ratio’ means the ratio of current assets divided by current
liabilities calculated at the end of any accounting period.
Department’ means the Department of Health and Human
rvices _acting through t North rolin dical _Care
Commission,
‘Emergency services’ shall have the same meaning as for that term
efined in G, 8-50-61(a)(5).
‘Health Care Delivery Assets’ means any tangible asset that is part
of a PSO operation, including hospitals, medical facilities, and
their ancillary equipment, and any property that may reasonably be
equired for the PSO’s principal office or for urposes that
may be necessary in the transaction of the business of the PSO,
‘Health plan contract’ or ‘Medicare contract’ means a PSQ’s direct
contract with the United States Department of Health and Human
Services under section 1857 of the federal Social Security Act.

=
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(10)

(11)

‘Out-of-network services' means health care items or services that
are covered services under a PSO’s Medicare contract and that are
provided to_beneficiaries by health care providers that are not

rticipating providers in the PSO’s network of health care

providers.
‘Parent_of a_ sponsoring Dr0v1der means _the public _or private

(12)

- (13)

House Bill 1455

entity that owns or controls a controlling interest in the sponsoring
provider or that has the power to appoint a controlling number of
the governing board of a sponsoring provider or that has the power

t the managemen li n isions of th nsorin

is_engaged in the delivery of health care services and that ‘is
required by North Carolina law_ or_ regulation to be licensed to
engage in _the dehvegr of these health gare services_and is so

care services and that is required by North Carolina law or
gu]atlon to be llcgnged to engage m the dellveg' of these health

controlled entirely by individuals or entities described in subparts
(i) or (ii) of this definition. ’

3

Provider sponsored organization’ or ‘PSO’ means a_ public or
private entity domiciled _in_this State, including a business
corporation. a nonprofit corporation, a partnership, a limited
liability company, a_ professional limited liability company, a
professmna] corp_o_ratlgn, a sole prognetgrshlg, a pgbhc hgsplta],

established or organized by a health care provider or group of
affiliated health care providers; (ii) in which physicians licensed
pursuant to Article 1 of Chapter 90 of the General Statutes or to
the laws of any state of the United States comprise no less than

s

fift rcent f th vernin rd _or nl
therwi rohibited law; (iii) th rovides antial
proportion of the services under each Medicare contract directly
hrough the provi I up_of affiliated providers; and (iv) i
which the provider or affiliated providers directly or indirectly
share substantial financial risk and have at least a majority
financial interest. The requirement in art_(ii) of thi finition
hall not preclude a P hat includes -exempt_hospital from

adopting a bylaw provision that provides a veto for the tax-exempt

hospital over actions of the PSO necessary to maintain the
hospital’s tax-exempt status. A PSO shall not be out of
compliance with the requirement in subpart (ii) due to_tempora

vacancies on its governing board or body.

Page 3
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1 (14) ‘Secretary’ means the Secretary of the Department of Health and
2 Human Services.
3 (13) ‘Sponsoring providers’ of a PSO means the health care provider
4 . domiciled in this State that g§§umg§, or group of affiliated health
5 care providers that directly _indirectly shares, substantial
6 financial risk in the PSO and that has at least a majority financial
7 interest in the PSO, : '
8 - (16) ‘Substantial ion of rvices’, as that term i in .
9 131E- 276 n) nd 131E-309(a), means at least sevent rcent
10. 70 rcen for P wh neficiaries reside
11 prlmarlly in rural areas, of the annual cost of health care services.
12 (17) A _health care provider is affiliated with another provider if
13 hrough contract, ownershi r_otherwise, when: (i) one provider
14 directly controls, is controlled by, or is under common control with
15 the other provider; (ii) each provider participates in_a_lawful
16 combination under which they share substantial financial risk for
17 the organization’ eration; both providers are part of a
18 controlled group of corporatlons as defined under section 1563 of
19 the Internal Revenue Code of 1986; or (iv) both providers are part
20 of an affiliated service group under section 414 of this Code.
2] Control is _presumed if one partv directly or indirectly owns,
22 controls, or holds the power to vote. or proxies for, at least fifty-

23 one percent (51%) of the voting or governance rights of another.
24 "§ 131E-277. Direct or indirect sharing of substantial financial risk.
25 In_order for sponsoring providers to directly or indirectly share substanual

26 financial risk in the PSO, the P shall do one or more of the following:

27 (1)  Provide services under its Medicare contract at a capitated rate;

28 (2)  Provide designated services or classes of services under its
29 Medicare contract for a predetermined percentage of premium or
30 revenue from the Medicare program;

31 (3)  Use significant financial incentives for its sponsoring providers, as a
32 roup to achiev cified - ainmen Is either

33 a. Withholding from all §pgn§Qring providers a substantial
34 m f mpen due hem, with distribution
35 of that amount to ;hg sponsoring providers based on
36 performance of all sponsoring providers in meeting the cost-
37 : containment goals of the network as a whole; or

38 b. Establishing overall cost or utilization targets for the PSO,
39 with nsorin rovider ject t ubsequent
40 substantial financial rewards or penalties based on_group
41 performance in meeting the targets; or

42 (4)  Agree to provide a complex or extended course of treatment that
43 requires the substantial coordination of care by sponsorin

44 providers in different specialties offering a complementary mix of

Page 4 House Bill 1455
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services, for a fixed, predetermined payment, when the costs of

that course of treatment for any individual patient can vary greatly
due to the individual patient’s treatment or other factors:; or

(5)  Agree to any other arrangement that the Department determines to
provide for the sharing of substantial financial risk by the

sponsoring providers. :
It is the intent of th neral Assembl ncourage innovative meth which

onsoring provider n directly or indirectly share stantial financial risk in the
PSO in any lawful manner. ' ’ '
"§ 131E-278. Applicability of other laws.
Unless otherwise reguired federal law, provider nsored organizations

a
licensed pursuant to the terms of this Article are exempt from all regulation under
Chapter S8 of the General Statutes. Plan contracts, provider contracts. and other °
arrangements related to the provision of covered services by these licensed networks
or by health care providers of these PSOs when operating through these PSOs shall

likewise be exempt from regulation under Chapter 58 of the General Statutes.

"§ 131E-279. Approval. R
(a) Unless otherwise required by federal law, the Department shall be the agency

of the State that shall license provider sponsored organizations that seek to contract

with _the federal government to provide health care services girectly to Medicare

beneficiaries under the Medicare + Choice program.
b) Provider sponsored organizations which have been granted a waiver pursuant
to 42 U.S.C. § 1395w-25(a)(2), or any successor thereof, and which otherwise meet

the requirements of the PSO’s Medicare contract shall be deemed by the State to be
licensed under this Article for so long as the waiver or Medicare contract remains in
effect. The foregoing shall not limit the Department’s authority to regulate such
PSOs and their respective sponsoring providers and affiliated providers as may be
permitted in 42 U.S.C. § 1395w-25(a)(2)(G), or any successor thereof, or the PSO’s
Medicare contract. :

(c) The Department shall license a PSO as a risk-bearing entity eligible to_offer
health benefits coverage in this State to Medicare beneficiaries if the PSO complies

with the requiremen f this Article, This license shall nted or denied th
D rtment not longe n d r _the recei f bstantiall mplete
application for licensing. Within 45 days after the Department receives an

application for licensing, the Department shall either notify the applicant that the
application is substantially complete, or clearly and accurately specify in writing to
the applicant all additional specific information required by the applicant to make_the
application a substantially completed application. This agency response shall set
forth a date and time for a meeting within 30 days after it is sent to the applicant, at
which a represéntative of the Department will explain with particularity the
additional information required by the Department in_the response to make the
application substantially complete. The Department shall be bound by the response

unless the Secretary determines that it must be modified in_order to _meet the
purposes of this Article. The Secretary shall not delegate the authority to modify the

House Bill 1455 : Page 5
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response.  If an applicant provides the additional information set forth in the

response, the application shall nsider bstantiall omplete. _If th
Department has _not_acted on_an lication within 90 days after it is deemed
ubstantially compl h rtment shall immediately issu licen o_the
applicant, and the applicant shall considered to have been licensed by the
'Dep.ar'tmem. Any reapplication which corrects the deficiencies which were specified
' the Department in the r nse shall roved he Departmen

d or purposes of rminin nder 42 U.S. 1395w-2 2)B, or any
successor thereof, the date of receipt by the State of a substantially complete

lication, the d h rtmnriv h licant’s written r nse to the
aen’rsonseorn'rlir t idered h rtment shall nsidered
to be that date. The for hall not limit the Department’ thority t nsider
an_application not substantlall complete under subsection (c¢) of this section if the

applicant’s response to the response does not provide substantially the information
specified in the response. :

The standards in G.S. 131E-279 through G.S. 131F-288 and in G.S. 131E-290
through G.S. 131E-308 shall apply to PSOs, unless federal law specifies standards
more favorable to PSOs or unless otherwise preempted by federal law. '

) A _license shall be denied onlv after the Department complies with the

requirements of G.S. 131E-312.

"§ 131E-280. Applicants for license.

Each application for licensing as a provider sponsored organization authorized

to_do business in North Carolina shall be certified by an officer or authorized

representative of the applicant, shall be in a form prescribed by the Department, and

shall be set forth or be accompanied by the following:
(1) A_copy of the basic organizational document, if any, of the
applicant and each sponsoring organization that holds greater than
fiv rcen interest in the P h he_articles of
incgrggrg;ign.grgiglgs of organization, partnership agreement. trust

agreement, or other applicable documents, and all amendments
thereto;

Q A f the respective bylaws, rules an lations, or_ similar

documents, if any, regulating the conduct of the internal affairs of
the applicant and each sponsoring provider which holds greater
than a five percent interest in the PSO;
(3) Copies of the document evidencing the arrangements between the
applicant gnd ggch pgn§grmg prgwdgr that _c¢r gag the
relationshi li ri S. 131E-2

(4) A11 fhn I an ff1c11 itions of rnwho

are to be responsible for the conduct of the affairs of the licant

and_of each sponsoring provider that holds greater than a five
percent (5%) interest in the PSO, respectively, including all

members of the respective boards of directors, boards of trustees,

executive committees, or other governing boards or committees

Page 6 . ' | House Bill 1455
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(10)

(11)

House Bill 1455

the principal officers in the case of a corporation, and the partners
or members in the case of a partnership or association;

A copy of any contract form made or to be made between any
lass of providers and the P nd f an ntract form

made or to be made between third-party administrators. marketing
consultants, or persons listed in subdivision (3) of this subsection
and the PSO;

tatement nerally describin h rovider onsored
organization, its sponsoring providers, its health care plan or plans,

ciliti n rsonnel;

A _copy of the hospital license of each sponsoring provider that is a
hospital, a copy_of the license to practice medicine of each

-sponsoring provider or owner of a sponsoring provider that is a

licensed physician, and a copy of the health care service or facility
license held by any other licensed sponsoring provider;
Financial statements showing the applicant’s assets, liabilities,

sources of financial support, and the financial statements of each
sponsorin rovider that holds greater than a five percent (5%

interest in the PSO showing the sponsoring provider’s assets,

liabilities. and sources of support. If the applicant’s or any such
sponsoring provider's financial affairs are audited by independent
certified public accountants. a copy of the applicant’s or
sponsoring provider’s most recent regular certified financial
statement shall be considered to satisfy this requirement unless the
Department directs that additional or more recent financial

information is required for the proper administration of this
Article;

If the applicant’s obligations under 131E-282, 131E-283, 131E-
297, 131E-298, or 131E-299 are guaranteed by one or more
guarantors, financial statements showing each guarantor’s assets,
liabilities, and _sources of financial support. If a guarantor’s

financial affairs are audited by independent certified public
ccountan f rantor’s most recent regular it
financial statement shall be considered ati his requirement
nless th rtment dir itional or more recent

financial information _is required for the proper administration of
this Article; '

A financial plan, §§ti$factog to the Department, covering the first
12 months of ration under th ’s Medicar ract and-

which meets the requirements of G.S. 131F-283. If the financial
plan projects losses, the financial plan must cover the period
through 12 months bevond the projected breakeven;:

A statement reasonably describing the geographic area or areas to
be served: '

Page 7
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h

li

(12)
(13)
() The Department ma; adopt ru]es exemgtmg from the ﬁlmg requirements of

o)

2 B B

S

A description of the procedures to be implemented to meet the
protection against insolvency requirements of G.S. 131E-298; and

Any other mformatlon the Department may require to make the
determinations r in G.S. 131E-282.

! i3lE-281. Additional Information.
In _addition to_the information filed under 3, 131E-280(a), each application

shall include a description of the following:

.. Th rogram o__evaluate whether th licant’

network of sponsoring providers and contracted providers is
ufficient, in numbers and s of provider ure_that all
health care services will be accessible without unreasonable delay;
The program used to evaluate whether the sponsoring providers

providers provide a substantial portion of services under each
Medicare contract of the PS

The program to be used for verifving provider credentials:

The utilization review program for the review and control of
health care services provided or paid for by the applicant:

The quality management pr ogram to_assure quality of care and
health care serwcec managed and provided through the health care
plan: and .

The applicant’s network of sponsoring providers and contracted
providers and evidence of the ability of that network to provide all
health care services other than out-of-network services and

emergency services to the applicant’s prospective beneficiaries.

The department may promulgate rules and regulations exempting from the

filing requirements of subdivision (a) those items it deems unnecessary.
"§ 131E-282. lIssuance of license.

(a) Before issuing any such license. the Department may make such an
examination or investigation as it deems expedient. The Department shall issue a
license after receipt of a substantially complete application, upon the payment of the

ion fe

requirements:

Page 8

(1)

@

ibed i 1E-307 an isfacti f th llowin
- The g'pplicagt is duly organized as a provider sponsored

organization as defined by the Article.

That the PSO has initially a minimum net worth of one million
ive hundred th n lNars ($1 he event th

ubmits a financial plan that demonstrates that the PSQ_does not
have to create but has or has available to it an administrative

infrastructure that shall reduce the PSQ’s start-up costs. the

Department may lower the initial minimum net worth required to
one million dollars ($1,000,000) or to any lower amount as

House Bill 1455
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(3)

determined by the Department if the PSO operates primarily in

rural areas. _

The PSQ shall have at least seven hundred fifty thousand dollars
750,000) in cash or equivalents on its balance sheet, except that

the Department mav_permit a PSO operating primarily in rural

areas to have a lesser amount held in cash or equivalents on its
balance sheets. '

The applicant submits a financial plan satisfactory to the
Department which covers the first 12 months of operation of the

SQO’s Medicar ntract _and which m he requirements of
G.S. 131E-283. If the plan projects 1 s, the financial plan shall
cover the period through 12 months bevond projected break-even,
The Department determines that the applicant has sufficient cash
flow to meet its obligations as they become due. In making that
determination, the Department shall consider the following:

The timeliness of payment;

The extent to which the current ratio is maintained at one
to one, or whether there is a change in the current ratio
over a period of time: and

C. The availability of outside financial resources.

[

(b)) _In ca]cu]a?i-nz the net worth of a PSQO. the Department shall admit the

following:

30

31
32
33
34
35
36

- 37

38
39
40
41
42
. 43
44

1)
)
3)

4

(3

One hundred percent (100%) of the book value of health care

delivery assets on the balance sheet of the applicant.
One hundred percent (100%) of the value of cash and_ cash

equivalents on the balance sheet of the applicant.
If at least one million dollars ($1 of the initial minimum

net worth requirement is met by cash or cash equivalents, then one
hundred percent (100 f th k val f the PSO’s intangibl
assets up to twent ercent (20 of the minimum net worth
amount required. If less than one million_ dollars ($1 0 f

the initial minimum net worth requirement is met by cash or cash
equivalents or if the Department has used its discretion to reduce
the initial net worth requirement below one million five hundred
thousand dollar 1.5 hen the Depar nt shall admit one

hundred percent (100%) of the book value of intangible assets of

he PSO up to ten percent (1 f the minimum net worth
amount required.

‘Standard accounting grinciplés treatment shall be: given to other

assets of the PSO not used in the delivery of health care for the
purposes of meeting the minimum net worth requirement.
Deferred acquisition costs shall not be admitted.

"§ 131E-283. Financial plan.
(a) The financial plan shall include the following:

House Bill 1455
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A detailed marketing plan;

(1)

(2)  Statements of revenue and expense on an accrual basis;
(3) Cash flow statements:

(4)  Balance sheets; and

(5)  The assumptions in support of the financial plan.

(b)__In the financial plan, the PSO shall demonstrate that it has the resources
available to mee e projected losses for the e period to break even, Except for
the use of guaranties as provided in subsection (¢) of this section, letters of credit as

rovided in subsection (d hi tion, and other mean rovi in ion
e) of this section, the resources m assets on th lance sh f the P in a

form that is either cash or convertible to cash in a timely manner, pursuant to the
financial plan.

(c) Guaranties shall be acceptable as a resource to_meet projected losses, under
the following conditions: :
(1) Eor the first vear of the PSQO’s operation of the PSO’s Medicare
contract, the guarantor must provide the PSO with cash or cash
equivalents to fund the projected losses, as follows:

a. Prior to the beginning of the first quarter, in _the amount of

the projected losses for the first two quarters;

b. Prior to the beginning of the second quarter, in the amount
of the projected losses through the end of the third guarter:
and

c. Prior to the beginning of the third quarter, in the amount of
the projected losses through the end of the fourth guarter.

(2) If the guarantor provides the cash or cash equivalents to the PSO
in_a_timely manner on the above schedule, this funding shall be

considered in compliance with the guarantor’s commitment to the
PSO. 'In the third guarter, the PSO shall notify the Department if

he PSO intend redu h eriod of funding of projected

losses. The Department shall notify the PSO within 60 days of
receiving the PSO’s notice if the reduction is not acceptable.

(3) If the above guaranty requirements are not met, the Department

may take appropriate action, such as requiring funding of projected

s through n her than a guaranty. he Department

retains discretion which shall be reasonably exercised to require

other methods or timing of funding, considering factors such as the
financial condition of the guarantor and the accuracy of the
financial plan.

(d) The Department may modify the conditions in subsection (c) of this section in

rder to clarify the acceptabili f guaranty arrangements.
An irrevocable, clean, unconditional letter of credit may be used in place of

cash or cash equivalents if satisfactory to the Department.
f) If approved by the Department, based on ropriate standards promulgated
by the Department, PSOs may use the following to fund projected losses for periods

Page 10 , House Bill 1455
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after the first vear: lines of credit from regulated financial institutions, legally binding
agreements for capital comrlbunons, or other legally binding contracts of a similar

level of rehiability.
The_exceptions in sections (¢ nd (e) of this section ma sed in

an appropriate combination or sequence.
"§ 131E-284. Modifications.

a) A provider sponsored organization shall file a notice describing any significant

nge in the information requir he Department under 1E-28 ch
notice shall filed with th rtment prior h n If the Departmen
not disapprove within fter h 'lin his _modification_ shall be

red roved hanges s h of thi ion includ nsion

f service area, addition or 11n f sponsorin roviders, changes in provider

contract forms. and group contract forms when the distribution of risk is significantly
changed. and any other changes that the Department describes in properly adopted
rules. FEvery PSO shall report to the Department for the Department’s information

material changes in _the network of sponsoring providers and affiliated providers of

services to beneficiaries enrolled with the PSO. the addition or deletion of anv -.

Medicare contracts of the PSO or any other information the Department may require.

This information shall be filed with the Department within 15 davs after

implementation of the reported changes. Every PSO shall file with the Depaftmen
all subseguent changes in the mformauon or forms that are requxred by this Article to

be flled with the Department _
The Department may adopt rules exempting from the filing requirements of

subsection (a) of this section those items it considers unnecessary.
"§ 131E-285. Deposits.

The Department shall require a deposit of one hundred thousand dollars
100.000) for all provider sponsored organizations. Said deposits shall be included
in the calculations of a PSQO’s or applicant’s net worth.
b) All deposits required his section shall be administered in accordance with
procedures established by the Department.
"§ 131E-286. Ongoing financial standards - net worth.

Beginning the first f ration_of the P nd _except as otherwise
vided in subsection f thi ion, ev 11 maintain a minimum net

worth equal to the greater of the following amounts:
(1)  One million dollars ($1,000.000);

(2) Two percent (2 f annual premium revenues as repor n the
most recent annual financial statement filed with the Department
n_the fir ne hundred fifty million dollars ($1 f
remium_and_on rcent (1%) of annual premium n_the
premium _in excess of one hundred fifty million dollars
($150,000,000);

(3) An amount equal to the sum of three months uncovered health
care _expenditures as reported on the most recent financial
statement filed with the Department;

House Bill 1455 : Page 11



[
(==IRVo ¢ ~REN B NN T SIS S e

[
[ I EN U I NS QY

[y

e
\O 00 2

A I (S ]
—_ O

P EAREBEDOLOUWWWWWWWWWRDRDRDNDOODDODODNO
AW, OV NOULMBEWN= OOV IO0NWUM K LI

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

(4)

An amount equal to the sum of:

a. Eight percent (8%) of annual health care expenditures paid
on_a noncapitated basis to nonaffiliated providers as

reportéd on the most recent financial statement filed with

the Department; and

Four percent (4%) of annual health care expenditures paid

on a_capitated basis to nonaffiliated providers plus annual

health care expenditures paid on a noncapitated basis to

c. I rcent f annual health car enditures paid
on a capitated basis to affiliated providers regardless of
downstream arrangements from the affiliated provider.

I

(b)_In calculating net worth, liabilities shall not include fully subordinated debt or
subordinated liabilities. For purposes of this provision, subordinated liabilities are
claims liabilities otherwise due to providers that are retained by the PSO to meet net
worth requirements and are fully subordinated to all creditors.

(c) In calculating net worth for purposes of this section, the items described in
G.S. 131E-282(b) shall be admitte xcept as follows:

(1)

2)

For intangible assets. if at least the greater of one million dollars
1,000,000) or sixty-seven percent (67%) of the ongoing minimum

net worth requirement is met by cash or cash equivalents, then the

Department shall admit the book value of intangible assets up_to
twenty percent (209%) of the minimum net worth amount required.

If less than the greater of one million dollars ($1.000.000) or sixty-
seven percent (67%) of the ongoing minimum net worth
requirement is met by cash or cash equivalents, then the

Department shall admit the book value of intangible assets up to
ten percent (10%) of the minimum net worth amount required;

and

Deferred acquisition costs shall not be admitted.

(d) The Department may lower the minimum ongoing net worth threshold for

PSOs that operate primarily in rural areas,

Durin

the start- hase of the PSSO, the pre-break-even financial plan

requirements shall apply. After the point of break-even, the financial plan
requirement shall address cash needs and the financing required for the next three

years.

(f) If a PSO, or the legal entity of which the PSO is a component, did not_earn a
net operating surplus during the most recent fiscal vear, the PSQ shall submit a
financial plan, satisfactory to the Department, meeting all of the requirements
established for the initial financial plan.

"§ 131E-287. Reporting.

The PSO _ shall file with the Department financial information relating to PSO

solvency standards described in this Article, according to the following schedule:

(1)

Page 12

On a guarterly basis until break-even; and
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Q)
(3)

On_an_ annual basis after break-even, if the PSO has a net

On a guarterly or monthly basis, as specified by the Department,
after break-even, if ;he PSO does not have a net operating surplus,

"§ 131F-288. Liquidity.

(a) Each PSO shall have sufficient cash flow to meet its obligations as thev

become due.

In_determining the ability of a PSO to meet this requirement. the

Department shall consider the following:

o)

The timeliness of payment;

(2)  The extent to which the current ratio is maintained at one to one

(3)

or whether there is a_change in the current ratio over a period of
time; and
The availability of outside financial resources.

(b) _The following corresponding remedies apply:

)

(2)

@

If the PSO fails to pay obligations as they become due, the
Department shall require the PSO to initiate corrective action to
pay all overdue obligations.

The Department may require the PSO to initiate corrective action
if ahy of the following are evident: (i) the current ratio declines

ignificantly: or (ii) a continued downward trend in the current
ratio. The corrective action _may include a change in the
distribution of assets. a reduction of liabilities, or alternative

arrangements to secure additional funding requirements to restore

the current ratio to one to one.

If there is a change in the availability of the outside resources, the

De artment shall require the PS to in_funding from
alternative financial resources.

(c) Nothing in the foregoing liguidity requirements shall be interpreted to require

1)
2

the PSO to maintain a_current ratio of one to one if the PSO can demonstrate to the
Department that it is able to pay its obligations as they become due and the current
tio maintained
downward trend. ‘
"§ 131E-289. Minimum of net worth that must be in cash or cash equivalents.
Except as

on an ongoing basis, maintain a minimum net worth in cash or cash equivalents of

he P has neither declined significantly nor is on ntinue

herwi rovi in _subsection (b) of this section, each PSO shall

Seven hundred fifty thousand dollars ($750.000) cash or cash
equivalents; or :

f the minimum net worth requir

(b) The Department may lower the threshold for minimum net worth held in cash

r cash equivalents by PSOs that operate primarily in rural areas.
(c) Cash or cash equivalents held to_meet the net worth requirement shall be

House Bill 1455

current assets of the PSO.
"§ 131F-290. Prohibited practice.
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an insurer under Chapter 58 of the General Statutes may use in its name, contracts,
or litcrature any of the words ‘insurance’, ‘casualty’, ‘surety’, ‘mutual’, or any other
words descriptive of the insurance, casualty, or surety business or deceptively similar

to the name or_description of any insurance or surety corporation doing business in
thic State. o o

(b) No provider nsor rganization or sponsoring provider shall engage in
any activity -or conduct which is prohibited by the terms of the PSO’s Medicare
contract. .
"§ 131E-291. Collaboration with local health departments.

A provider sponsored organization and a local health department shall collaborate

nd ¢ erate within available resour regarding health promotion and disease
prevention efforts that are necessary to protect the public health.

"§ 131E-292. Coverage.

, Provider sponsored organizations subject to this Article shall provide coverage
for the medically appropriate and necessary services specified under the PSO's
Medicare contract. _

b) In the event a PSO’s Medicare contract or federal law, regulations. or rules
governing coverage by the PSO of items or services to Medicare beneficiaries permits
a PSO, sponsoring provider, or participating provider to object on moral or religious
grounds to providing an item or service to Medicare beneficiaries. it is the policy of
this State to permit this objection and allow the participating provider to refuse to
provide the item or service.

"§ 131E-293. Rates.

Rates charged by provider sponsored organizations to the Medicare program and
charges by PSOs and sponsoring providers for items or services to beneficiaries shall
be governed by the terms of the PSO’s Medicare contract.

"§ 131E-294. Consumer protection and guality standards.

(a) Unless otherwise preempted by federal law or mandated by the Medicare
program, the Department shall apply to provider sponsored organizations the same
standards and requirements that the Department of Insurance applies to health

nc ‘

nization I I f th neral s with r

in I
the following consumer protection and quality matters:

uality management programs;

Utilization review procedures;

Unfair or deceptive trade practices:

Antidiscrimination; '

Provider accessibility and availability; and
twork provider credentialing.

"§ 131E-295. Powers of insurers and medical service corporations.

Notwithstanding any provision of the insurance and hospital or medical service
corporation laws contained in Articles 1 through 66 of Chapter 58 of the General
Statutes, an insurer or a hospital or medical service corporation may contract with a
provider sponsored organization to provide insurance or similar protection against

EEEERE
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the cost of -care provided through provider sponsored organizations and their
sponsoring providers to beneficiaries and to provide coverage in the event of the
failure of the provider sponsored organization or its sponsoring providers to meet its

ligations under the PSO’s Medicare contract. Th

sponsored organization constitute a permissib]é group under these laws. Among

other things. under theése contracts. the insurer or hospital or medical service

neficiaries

f

rovider

corporation _may_mak enefit ents t

rovider

alth care servi r I roviders pursuant

"§ 131E-296. Examinations.

onsored organizations for
he health car

plan,

The Department may make an examination of the affairs of any provider
sponsored _organization and the contracts, agreements, or other arrangements
pursuant to its health care plan as often as the Department considers necessary for
the protection of the interestis of the people of this State but not less frequently than ‘

once every three years. .
"§ 131E-297. Hazardous financial condition.

(a) __Whenever the financial condition of any provider sponsored organization
indicates a condition such that the continued operation of the provider sponsored
organization might be hazardous to its beneficiaries, creditors, or the general public,
then the Department may order the provider sponsored organization to take any

action that mayv be reasonably necessary to_recti

onc or more of the following steps:

benefits by reinsurance;

the existing condition, includin

resent and potential liability for

(1) To reduce the total amount of p p y

(2)  To reduce the volume of new business being accepted:
(3) To reduce the expenses by specified methods;
(4) To suspend or limit the writing of new business for a_period of

ime;

To _require an_increase to the provider sponsored organization’s

net worth by contribution;

increase the amount

(5)
(6) To add or delete sponsoring providers;
(1)

f pa

sponsoring providers agree to forego: or _
(8)  To require additional guaranties from sponsoring providers or from
parents of sponsoring providers.

b) If the Department determines that th

liquidit

andards in

ents from the P -which‘

. 131E-286

131E-288, and 131E-289 do not provide sufficient early warning that the continued
operation of any provider sponsored organization might be hazardous to its
beneficiaries, creditors, or the general public, the Department may adopt rules to set
uniform standards and criteria for such an early warning and to set standards for
evaluating the financial condition of any provider sponsored organization, which
standards shall be consistent with the purposes expressed in_subsection (a) of this

section.
"§ 131F-298. Protection against insolvency.

House Bill 1455
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1 (a) The Department shall regulre deposits in accordance with the provisions of
2 G.S. 131E-285. '
3 b) If a provider sponsored organization fails to comply with the net_worth
4 requirements of G.S. 131E-2 Department m k ropriate action to assure
S that the continued operation of the provider sponsored organization will not be
6 hazardous to the beneficiaries enrolled with the PSO,
7 Eve rovider nrdrm t1n hllhv aintain at all times an ‘
9 determining th u f h n Department shall r;
10 (1 reinsuran ment prea hD rtment coverin
11 MMM@MM@MA
12 rovide that th rtment will ified no less than S
13 prlor to cancellation or reducuon of coverage,
14 (2) A_conversion policy ]
15 to_the beneficiaries in the event of the provider sponsored
16 organization’s insolvency; :
17 (3) Legally binding unconditional guaranties by adequately capitalized
18 : sponsoring _provider or adequately capitalized sponsoring
19 corporations of sponsoring providers;
20 (4) Legally bindin ligations of sponsoring providers to forego
21 o pavment for items or services provided by the sponsoring provider
22 in order to avoid the financial insolvency of the PSO; ‘
23 (5)  Legally binding obligations of sponsoring providers or parents of .
24 ' sponsoring providers to make capital infusions to the PSO; and
25 (6) Any other arrangements offering protection against insolvency that
26 the Department may require.
27 "§ 131E-299. Hold harmless agreements or special deposit.
28 Unless the PSO maintains a special deposit in accordance with subsection (b

29 of this section, each contract between every PSO and a participating provider of
30 health care services shall be in writing and shall set forth that in the event the PSO

31 Igllg 19 p y fgr hegl;h gg g §§mg§§ gg set tgr;h m ;hg gQ ract, the Mggggg g
33 th r_provision of h T 11 nder ny circumstanc _‘ han e
34 th ct of such rovision. rticipating provider or nt, trust ign

35 thercof may maintain any action at law against a subscriber or beneficiary to collect
36 §ums owed by thg PSO. _ '

38 mgg or that the gon;rgg; tglls to ggmg n the ;egm;eg p;ghlbmgn, ;he ESQ 5!1_@;1
39 maintain a special deposit in cash or cash equivalent as follows: '

40 (1) If at any time uncovered expenditures exceed ten percent (10%) of
4] total health care expenditures the PSO shall either:

42 a. Place an uncovered expenditures insolvency deposit with the
43 rtment, or with any organization or trus bl
44 to the Department through which a custodial or_controlled

Page 16 - House Bill 1455
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account is maintained, cash or securities that are acceptable
o the Department. This deposit shall at all times have a

fair market value in an amount of one hundred twenty
rcent (12 f the PSO’s outstanding liability for
uncovered expenditures for enrollees. including incurred but
not_reported claims, and shall be calculated as of the first
day of the month and maintained for the remainder of the
month. If a PSO is not otherwise required to file a quarterly
report, it shall file a report within 45 days of the end of the
calendar quarter with information sufficient to demonstrate
compliance with this section; or
b. intain_adequate insurance or ranty _arrangement
approved in writing by the Department, to pay for any loss
to beneficiaries claiming reimbursement due to .the
insolvency of the PSO. The Department shall approve a
guaranty arrangement if the guarantying organization is a
onsoring provider. has been operating for at least 10 years .
and has a net worth, including organization-related land,

- buildings., and equipment of at least fifty million dollars
50,000,000), unless the Department finds that the approval

of this _guarantvy _mayv _be financially _hazardous to
beneficiaries.
The deposit required under sub-subdivision a. of subdivision (1) of
this section is an admitted asset of the PSO in the determination of
net worth. All income from such osits or trust accounts shall
be assets of the PSO and may be withdrawn from such deposit or

account quarterly with the approval of the Department;
A PSO that has made a osit may withdraw that deposit or an

art of the deposit if (i titute deposit of cash or securities of
equal amount and value is made, (ii) the fair market value exceeds
he amount of the required deposit, or (iii) the required d it
under _ this_ subsection is reduced or eliminated. Deposits,
substitutions, or withdrawals may be made only with the prior
written approval of the Department;
The deposit required under sub-subdivision a. of subdivision (1) of
this section is in trust and may be used only as provided under this
section. The Department may use th osit of an_insolvent P
for administrative costs associated with administering the deposit
nd . nt of claims of enrollees of the PSO. ‘

C Whenever the reimbursements described _in _this section exceed

_percent ( %) _of the PSO’s total costs for health care

42 services over the immediately preceding six months, the PSO shall file a written
43 report with the Department containing the information necessary to determine

44 compliance with sub-division a, posubdivision (1) of this section no later than 30

House Bill 1455
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business days from the first day of the month. Upon an adequate showing by the
PSQO that the requirements of this section should be waived or reduced, the

i
2

3 Department mayv. waive or reduce these requirements to such an amount as it deems
4 sufficient rotect beneficiari f the PSO consistent with the intent and purpo f
5 this Article. -

6 "§ 131E-300. Continuation of benefits.

7 The Department shall require that each PSO have a plan for handling insolvency.
8 which plan allows for continupation of benefits for th ration of th i
9 R . _ . _ o . . . f H n ﬁ :

11 considering such a plan, the Department may require:

12 [6)] nsur ver the expenses to be paid for benefits after an
13 insolvency;

4 (2) Provisions in provider contracts that obligate the provider to
15 provide services for the duration of the period after the PSQ'’s
16 insolvency for which premium payment has been made and until
17 the beneficiaries’ discharge from inpatient facilities; .

18 (3) Insolvency reserves as the Department may require;:

19 (4) Letters of credit acceptable to the Department;

20 (5) Additional guaranties from a sponsoring provider of the PSO or
2 : from the parent of a sponsoring provider;

22 (6) Legally binding obligations of sponsorin roviders to forego
23 ayment from the PSQO for services provided to beneficiaries in
24 order to avoid the insolvency of the PSO; and - _

25 (7) Any other arrangements to assure that benefits are continued as
26 specified.

27 "§ 131E-301. Insolvency.

28 a) In the event of an insolvency of a PSO upon order of the Department, all

29 providers that were sponsoring providers of the PSQO within the previous 12 months
30 from_the order of the Department shall, for 30 days after the order, offer all
31 beneficiaries enrolled with the insolvent PSO covered services without charge other

32 than for any applicable co-payments, deductibles, or coinsurance permitted to be
33 char to beneficiari nder the PSO’s Medicar ntr.
34 f the Department rmin hat th nsoring providers lack sufficient

35 health care delivery resources to assure that health care services will be available and
36 accessible to all of the beneficiaries of the insolvent PSO, then, in the event the

37 Ith Care Financing Administration of nited States D ment_of Health
38 an man_Services fails k h_allocations in imel nner, the
39 Department shall allocate the insolvent PSO’s contracts for these groups among all
40 other PSOs that operate within rtion of the insolvent PSO’s service area, takin;

41 into consideration the health care delivery resources of each PSO. Each PSO to

42 which_beneficiaries are so allocated by the Department shall offer such group or
43 groups that PSO’s existing coverage that is most similar to each beneficiary’s

Page 18 o - House Bill 1455
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coverage with the insolvent PSO at rates determmed in accordance with the Successor
PSO s existing rating methodology.

(¢) Taking into consideration the health care dehverv resources of each such PSO,
then in the event the alth Care Financin dministration of the U.S. Department
of Health and Human Services fails to make such allocations in a timelv manner. the
Department shall also allocate among-all PSOs that operate within a portion of the
insolvent PSO’s servi rea the insolvent PSO’s beneficiaries who are unable to

btain _other coverage. h P which beneficiaries are so allocated h

Department shall offer such beneficiaries that PSO’s existing coverage for individual
or conversion coverage as determined by his type of coverage in the insolvent PSO at

rates determined in accordance with the successor PSQ’s Medicare ggntract.
"8§ 131E-302. Replacemen ver,

Anv carrier providing re lacement coverage with respect to hos lta] medical

- or_surgical expense or service benefits, within a period of 60 days from the date of

discontinuance of a prior PSO contract or policy providing these hospital, medical, or
surgical expense or service benefits, shall immediately cover all beneficiaries who
were validly covered under the previous PSO contract or policy at the date of
discontinuance and who would otherwise be eligible for coverage under the
succéeding carrier’s contract, regardless of any provisions of the contract relating to

hospital confinement or pregnancy.
- (b) Except to the extent benefits for the condition would have been reduced or

excluded under_the prior carrier’s contract or policy, no provision in a succeeding

carrier’s contract of replacement coverage that would operate to reduce or exclude
benefits on_the basis that the condition giving rise to benefits preceded the effective
date of the succeeding carrier’s contract shall be applied with respect to those
beneficiaries validly covered under the prior carrier’s contract on the date of

discontinuance.

"§ 131E-303. Incurred but hot reported claims.

Every PSO shall, when determining liability, include an amount estimated in

the aggregate to provide for any unearned premium and for the payment of all clajms
for health car enditures that hav een _incurred, whether reported
unreported, that are unpaid and for which such PSO is or may be liable; and to
provide for the expense of adjustment or settlement of such claims.

uch liabilities shall mputed in accordancg it les adopted h
Department upon_reasonable consideration of the ascertained experience and
character of the PSO. .

"§ 131E-304. ension or revocation of license. - :
The Department m nd, rev rr renew a P license if th

Department finds that the PSO: :

(1)  Is operating significantly in contravention of its basic organizational
document, or in a manner contrary to that described in and
reasonably inferred from any other information submitted under
G.S. 131E-280, unless amendments to these submissions have been"
filed with and approved by the Department; ~

House Bill 1455 o : | Page 1.9
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desist from engaging in _any act or practice in violation _of the provisions of this
Arugle. ' ‘

Within 30 days after service of the order of cease and desist, the respondent_may

I st a hearing on th stion whether r_practi in_violation of _this

Article have occurred. These hearings shall be conducted pursuant to Chapter 150B
of th¢ General Statutes, and judicial review shall be available as provided by this
Chapter. , »

(€) In the case of any violation of the provisions of this Article, if the Department

.elects not to issue a cease and desist order, or in the event of noncompliance with a

S nd desist order i d rsuan section f thi ion, the

Department may institute a proceeding to gbtain injunctive relief, or seeking other
appropriate relief, in the Superior Court of Wake County. .

"§ 131E-309. Statutory construction and relationship to other laws.

. (a) Except as otherwise provided in this Article, provisions of the insurance laws
and provisions of hospital or medical service corporation laws shall not be applicable
to any provider sponsored organization granted a license under this Article or to its
sponsoring providers when operating under such a license. This provision shall not.

.agply to an insurer or hospital or medical service corporation licensed and regulated

pursuant to the insurance laws or the hospital or medical service corporation laws of
this State except with respect to its provider sponsored organization activities

license, or its representatives, shall not be construed to violate any provision of law
relating to solicitation or advertising by health professionals or health care providers.

- (¢) Any provider sponsored organization licensed under this Article shall not be
considered to be a provider of medicine or dentistry and shall be exempt from_the

rovisions of Chapter 90 of the General Statutes relating to the practice of medicine

n ntistry; provided, however, th his _exemption S ly to individual
providers under contract with or employed by the provider sponsored organization or

sponsoring providers or to the sponsbring providers.

8§ 131E-310. Filings and reports as public documents.

t for informati that . constitut na fi I ret. _proprietary
information or competitively sensitive information of a sponsoring provider or parent
of a sponsoring provider, all applications, filings, and reports required under this
Article shall be treated as public documents.

"8 1 -311. Confidentialitv of medical information.

Any data or information pertaining to the diagnosis, treatment, or health of any
ici or lican in h Ison_or m_any provider ny
provider sponsored organization or by any provider acting pursuant to its provider
contract with a provider sponsored organization shall be held in confidence and shall
not be disclosed to any person except to the extent that it may be necessary to carry

out_th urposes of this Article; or upon the express consent of the beneficiary or
icant; or pursuant to statute or court order for the production of evidence or the

discovery thereof; or in the event of claim or litigation between such person and the

Page 22 | v - A | House Bill 1455



GENERAL ASSEMBLY OF NORTH CAROLINA -~ SESSION 1997

pronder sponsored organization shall be gnutlgd 10 _claim any statutory pnvnlggg
against such disclosure which the provider who furnished such information to the
provider sponsored organization is entitled to_claim.
"§ 131E-312. Conflicts; severability. - .

To the extent that the provisions of this Article may be in conflict with any other
provision of this Chapter, the provisions of this Article shall prevail and apply with

ect 1o provi

nsor rganizations, Notwithstanding th n f ted

r
rules, the Department shall continue to process applications for provider sponsored

rganization li

his Article shall

: n, Or provision
e adju invalid for anv reason, these judgments shall not affect

impair, or invalidate an her ion rovision hi icl he

remaining sections. terms, and provisions shall be and remain in full force and effect.
"§ 131E-313. Regulations. '

This_Article shall be self-implementing. No later than six months after the date of
enactment of this Article, the Department may adopt rules consistent with this Article
to authorize and regulate provider sponsored organizations to contract directly with -
the federal Medicare program to provide health care services to the beneficiaries of

uch programs.

The Department shall issue permanent rules and. may issue

temporary rules, to the extent these rules may be necessary. The Department shall

limit its regulation of provider sponsored organizations to the licensing and regulating
of these organizations as risk bearing entities contracting directly with the Medicare
rogram_and to_the consumer protection and quality standards as provided in G.
131E-294. and shall not regulate any matters described in 42 U.S.C. § 1395W-

26(b)(3), or any successor thereof."
Section 2. G.S. 58-67-10(b) reads as rewritten:

"(b) (1)

(2

3)

(3a) -

House Bill 1455

It is specifically the intention of this section to permit such persons
as were providing health services on a prepaid basis on July 1,
1977, or receiving federal funds under Section 254(c) of Title 42,
U.S. Code, as a community health center, to continue to operate in
the manner which they have heretofore operated.

Notwithstanding anything contained in this Article to the contrary,
any person can provide health services on a fee for service basis to
individuals who -are not enrollees of the organization, and to
enrollees for services not covered by the contract, provided that
the volume of services in this manner shall not be such as to affect
the ability of the health maintenance organization to provide on an

adequate and timely basis those services to its enrolled members

which it has contracted to furnish under the enrollment contract.
This Article shall not apply to any employee benefit plan to the
extent that the Federal Employee Retirement Income Security Act
of 1974 preempts State regulation thereof.

This Article does not apply to any prepaid health service or
capitation arrangement implemented or administered by the

Page 23
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(4)

Department of Health and Human Services or its repfesematives,
pursuant to 42 U.S.C. § 1396n or Chapter 108A of the General

Statutes, a_provider sponsored organization or other organization
certified, qualified, or otherwise approved by the Department_of
Health and Human Services pursuant to Article 17 of Chapter
131E of the General Statutes, or to any provider of health care

services participating in such a prepaid health service or capitation
arrangement. Article; provided, however, that to the extent this
Article applies to any such person acting as a subcontractor to a
Health ‘Maintenance Organization licensed in this State, that
person shall be considered a single service Health Maintenance
Organization for the purpose of G.S. 58-67-20(4), G.S. 58-67-25,
and G.S. 58-67-110. - ‘

Except as provided in paragraphs (1), (2), (3), and (3a) of this
subsection, the persons to whom these paragraphs are applicable
shall be required to comply with all provisions contained in this
Article."

Section 3. There is appropriated from the General Fund to the

Department of Health and Human Services the sum of ------- for the 1998-99 fiscal
year to implement this act.

Page 24
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HOUSE BILL 1455*
Proposed Committee Substitute H1455- PCSlS90-RN

Short Title: PSO Medicare Licensing. (Public)
Sponsors:
Referred té:'
May 25, 1998
1 A BILL TO BE ENTITLED
2 AN ACT TO CREATE MEDICARE PROVIDER SPONSORED ORGANIZATION
3 LICENSING.
4 The General Assembly of North Carolina enacts:
5 Section 1. Chapter 131E of the General Statutes is amended by adding a
6 new Article to read:
7 "ARTICLE 17.
8 "Provider nsored Organization Licensin
9 "§ 131E-275. General provisions.
10 The neral emblv _acknowledges that section 1855, et seq., of the federal
11 Social Securitv Act permits provider sponsored organizations th organized and

12 licensed under State law risk-bearing entities, or that are otherwise certified
13 such the federal government, to be eligible to offer Medic health insurance or

14 health benefits coverage in each state in which the provider sponsored organization

15 offer Medicare + ic lan. The neral Assembl eclar: t _provider
16 SOr. rganizati neficial Nort rolina citizens who ar dic

17 beneficiari d ncouraged, subject ropri regulation h
18 Department of Heal d an Services. Th ner. mbly further decl

19 a rovi I rganizations provi h care directl d
20 assum nsibility _for th rovision of health car rvices Medicar
21 neficiari nder th irements of federal Medicare pr. m, they_requir:
22 different regul versight to protect th ublic health maintenanc

23 organizations insur. compani e_General embl rther declares that
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the organizers and operators of provider sponsored organizations which are licensed
under the terms of this Article as risk-bearing entities authorized to contract directly
with the federal dicare + Choice program shall not be subject to Chapter 58 of the
General Statutes or the insurance laws of this State, unless otherwise specified in this
Article, '

It is the intent of th eneral Assembly to encourage innovative methods by which
sponsoring providers can directly or indirectly share substantial financial risk in the
PSO in any lawful manner.

b) _As set forth in this icle, the Department of Health and Human Services
shall be the agency of the State authorized to license provider sponsored
organizations to contract with Medicare to provide health care services to Medicare
beneficiaries and to engage in the other related activities described in this Article.

{c) Each p' rovider sponsored organization shall obtain a license from the
Department or shall otherwise be certified by the federal government prior to

establishing., maintaining, and operating a health care plan in_thi tate for
Medicare + Choice beneficiaries. Nothing in this Article shall be construed to
authorize rovider nsore rganization to establish, maintain, or operate a
health care plan other n_exclusively for Medicare + Choic neficiaries

"§131E-276. Definitions.
As used in this Article, unless the context clearly implies otherwise, the following
definitions apply:

E

f the Medicare + Choic rogram who are enrolled with the
rovider onsored organization (P under the terms of a
contract between the P nd the Medicare program

‘Commissioner’ means the Commissioner of Insurance of North
Carolina, :

Cu > _m _cash, marketa ecuriti n
receivable, and other current items that will be converted into cash
within 12 months,

‘Current liabilities’ means accoun ayable and other accrued
liabilities, including payroll, claims, and taxes that will need to be
‘Current ratio’ means the ratio of current assets divided by current

iliti Iculat t the end of an i riod
¢ nt’ means the D ment of Health and Human
ervices.
‘Em n rvices’ shall hav € same meani r th
defined in G,S. 58-50-61(a)(5).
a PSO operation, including hospitals, medical facilities, and their
ancillary equipment, and any property that may reasonably be
required for the PSQ’s principal office or for any purposes that

ction of in f

E BB

BB B B
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‘Health plan contract’ or ‘Medicare contract’ means a PSQO’s direct

contract with th nited States Department of Health and Human
rvi under section 1857 of the federal Social Securitv Act.

‘Out-of-network _services’ means health care items or services that
are covered services under a PSQ’s Medicare contract and that are

rovided to beneficiaries bv health care providers that are not
in roviders _in the PSO’s network of health care

providers,

-‘Parent of a sponsoring provider’ means the public_or private

entity that owns or controls a controlling interest in the sponsoring
provider or that has the power to appoint a controlling number of
the governing board of a sponsoring provider or that has the power
to direct the management policy and decisions of the sponsoring
provider,
‘Provider’ or ‘health care provider’ means: (i) any individual that
is_engaged in the delivery of health care services and that is
required by North Carolina law or regulation to be licensed to
engage in the delivery of these health care services and is so
licensed: (ii) anv entity that is engaged in the delive f health
care services and that is required by North Carolina law or
ation icensed to en in_the deliv of these health
c services and is so licensed; or (iii) anv entitv that is owned
controlled entirel individuals or entities described in_subparts
‘Provider nsored_organization’ or ¢ ’ _mean ublic
rivate enti miciled _in _ this te, including a business
corporation, a_nonprofit corporation, a partnership, a limited
liability_¢ rofession imited liabili mpan
I i ration roprietorshi li i
i hori it istri I d itic; (i) that i
lish rganized d_operated soring providers; (ii
LUAM&@S_WQJME_MQM
)y f it tates
rcen vernin ard
nl herwise prohibi w; and (iii) that provid
mwmwm
n irectl hr ug h nsorin rovider e
irement in h1 fimtln hall not preclude a
hat incl -exempt h from adoptin bylaw
rovisi h Vi v T tax-exempt hospital over
f th C intain th ital’s tax-exem
status, A PSO shall not be out of compliance with the
requirement in subpart (ii) due to temporary vacancies on its

verni r 1 1 1
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1 hospital licensed under Chapter 131E or Chapter 122C of the
2 ener tatutes is th nsoring provider or_a member of the
3 group of affiliated health care providers that comprises the
4 sponsoring provider.

5 (14) ‘Sec >_means the Secretary of the Department of Health and v
6 Human Services.

7 (15) ‘Sponsoring providers’ of a PSO means the health care provider
8 miciled in thi te th sum I f affiliated health
9 care providers that directl r__indirectl hares, substantial
10 financial risk in the PSO and that has at least a majority financial
11 interest in the PSO,

12 (16) ‘Substantial proportion of the services’ means at least seventy
13 ercent (7 r__si ercent (60 for PSOs whose
14 beneficiaries reside primarily in rural areas, of the annual health
15 care enditures.

16 (17) A _health care provider is affiliated with another provider if
17 through contract, ownership, or otherwise, when: (i) one provider
18 directly controls, is controlled by, or is under common control with
19 th her provider; (ii) each provider participates in a lawful
20 combination under which_they §harg substantial financial risk for
21 the organization’ eration; both providers are part of a
22 controlled group of comoratlons ag defined under section 1563 of
23 he Internal Reven de of 1986; or (iv) both providers are part
24 f an affiliated servi up_under section 414 of this d
25 Control is_presumed if one party directly or indirectly owns,
26 controls, or holds the power to vote, or proxies for, at least fifty-
27 ne per f the voti r governance rights of another.
28 "§ 131E-277. Dir r indi sharing of tial igl risk.

29 In_order for onsorin roviders t irectl r_indirectly shar tantial
30 financial risk in the P the P hall do one or re_of the following:

31 [#))] rovi i nder i icare contract at

32 2) vide designate Ivi or__class f services under _its
33 Medicar ntract § I rmin rcenta f premiu r
34 ven m i I m;

35 (3)  Use significant financial incentives for its sponsoring providers, as a
36 hiev ifi t-containment and ilization
37 m men I

38 a. W, 1din m__all rin ovider bstanti -
39 f nsati h i istribution
40 h m h i rovid

41 f all nsoring providers in meeti -
42 containment goals of the network as a whole; or

43 b, MMW&M ‘
44 rin rovider ie

Page 4 : House Bill 1455
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substantial financial rewards or penalties based on group
(4) Agree to provide a complex or extended course of treatment that
requires the substantial coordination of care by sponsoring
providers in different specialties offering a complementary mix of
ervice, r_a fixed, predetermined pavment, when the costs of
that course of treatment for any individual patient can vary greatly
due to the individual patient’s treatment or other factors; or
(5) Agree to any other arrangement that the Department determines to
provide for the sharing of substantial financial risk by the
sponsoring providers,
"§ 131E-278. Applicability of other laws.

nless h requir federal law, provider sponsored organizations

licensed pursuant to the terms of this Article are exempt from all regulation under

Chapter 58 of the neral Statutes. Plan contracts, provider contracts, and other
arrangements related to the provision of covered services by these licensed networks
r by health care providers of these PSOs when operating through these PSOs shall
likewi e ex from regulation under Chapter 58 of th neral Statutes

"§ 131E-279. Approval.

nless otherwise required federal law, the De ment shall he agency

of the State that shall license provider sponsored organizations that seek to contract

with the feder vermment rovide health ¢ ervices directly to Medicare
beneficiaries under the Medicare + Choic ogram.

b) Provider nsored organizations which have been granted a waiver pursuant

42 US.C. w-2 2 d which otherwi eet the requirements of the
PSQO’s Medicare contract shall be deemed b S to be licensed under thi
icle for lon he waiver or Medi con remains in effe The
regoi hall imj nt’ i h P nd their
respectiv nsorin viders an iliat rovider ay be permitted in 42

. . § 1395w-2 2 r the PSO’s Medicar ntract.

(c) The Department shall license a PSO as a risk-bearing entity eligible to offer

efits cover i S Medicare beneficiaries i P mpli
with the reguir nts of thi icle, This license sh d or denied he
n T r_the recei iall mpl

House Bill 1455 Page §
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" purposes of this Article, The Secretary shall not delegate the authority to modify the
response. If an applicant provides the additional information set forth in the

T n h lication shall onsidered substantially _complete. If the
ment has not n_an lication within 90 davys after it is deemed

substantially complete, the Department shall immediately issue a license to the
applicant, and the applicant shall be considered to have been licensed by the
Department. Any reapplication which corrects the deficiencies which were specified

he Department in the response shall approved the Department
d) For purposes of determining, under 42 U.S.C. § 1395w-25(a)(2)(B). or an

successor _thereof, the date of receipt by the State of a substantially complete
application, the date the Department receives the applicant’s written response to the
agency response or an earlier date considered by the Department shall be considered
to be that date. The foregoing shall not limit the Department’s authority to consider
an application not_substantially_complete under subsection (c) of this section if the
applicant’s response to the response does not provide substantially the information

specified in the response.
e A license shall be denied onl fter the Department complies with the

requirements of G.S. 131E-305.

"§ 131E-280. Applicants for license.
Each application for licensing as a provider sponsored organization authorized to

usiness in North rolina shall be certified an_officer or authorized
representative of the applicant, shall 1n_a form prescribed the De ment, and

23 shall be set forth or be accompanied by the following:

24 (1) A _copy of the basic organizational document, if any, of the
25 applicant and each sponsoring organization that holds greater than
26 fiv rcent 2)_interest in the P uch as the articles of
27 - - -incorporation, articles of organization, partnership agreement, trust
28 agreement, or other applicable documents, and all amendments
29 thereto; '

30 (2) A _copv of the respective bylaws, rules and regulations, or similar
31 documents, if any, regulating the conduct of the internal affairs of

32 licant and each nsoring provider which hol T
33 han a fiv Ic interest i PSO:.

34 (3) Copies of the document €videncing the arrangements between the
35 applicant and each _sponsoring provider that create the

VOO JONWKMEWNDR

[N I S I S R O O N Y el
NP OWOoOJONWVEAEWNRELO

36 relationshi d obligations described in 1E- 7);
37 (4) A list of the names, addresse fficial positions of per who
38 are e _responsible for the conduct of the affair; e lican
39 nsori rovi 1d r v
40 T interest in ively, i i

41 members of the respective boards of directors, boards of trustees,
42 executive committees, or other governing boards or committees,
43 the principal officers in the case of a corporation, and the partners

44 r in th of rshi ci

Page 6 House Bill 1455
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A copy of any contract form made or to be made between any

clas roviders and the PS nd a c of any contract form

made or to be made between third-party administrators, marketing
consultants, or persons listed in subdivision (3) of this subsection

and the PSO;
tatement enerallv __describin he rovider onsored
nization, i rin viders, its health care plan or plans

faciliti n rsonnel;

f ital licen f each sponsoring provider that i

hospital, a copy of the license to practice medicine of each
sponsoring provider or owner of a sponsoring provider that is a
licensed physician, and a copy of the health care service or facility
license held by any other licensed sponsoring provider;

Financial _statements showing the applicant’s assets, liabilities,
ourc f financial support, and the financial statements of each
sponsoring provider that holds greater than a five percent (5%)
interest in_the PSO showing the sponsoring provider’s assets,
liabilities, and sources of support. If the applicant’s or any such
sponsoring provider’s financial affairs are audited by independent

certified public _accountan co of the applicant’

sponsoring provider’s most recent regular certified financial

tatement shall be considered to satisfv this requirement unless the

epartment direc at additional or more recent financial
information is reguired for the proper administration of this
icle:
i i igati under 1E-282, 131E-28 1E-
1 -2 E-299 I d ne or more
guarantors: '
a. Documentation that each guarantor meets the following
requir nts: -
1 e antor i ntity authorized to conduct

business in North Carolina,

" 2.  The guarantor is not under federal bankruptcy or
wmmw_&

3. The guar antor Q a_net m ,not _including other

ctd eserv ual
ree ti fthP antee

b. Wz_&_w
liabilities, and source of financial support.

[N i ial i dit independent
i 1i coun f tor’ t
recent 1 udited anci tement _shall
ider i i iremen D. e
Page 7
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1 directs that additional or more recent financial information
2 is required for the proper administration of this Article.
3 d. The guarantee document, including a statement of the
4 nancial obligation covered th arant n ement
5 to unconditionally fulfill the financial obligations covered by
6 the guarantee, an agreement not to subordinate the
7 guarantee to_any other claim on the resources of the
8 guarantor and a declaration that the guarantor must act on a
9 timely basis to satisfy the financial obligations covered by
10 the guarantee;
11 (10) A financial plan, satisfactory to the Department, covering the first
12 12 months of operation under the PSQ’s Medicare contract and
13 which meets the requirements of G.S. 131E-283 If the financial
14 plan _projects losses, the financial plan must cover the period
15 through 12 months bevond the projected breakeven;
16 (11) A statement reasonably describing the geographic area or_areas to
17 be served;
18 (12) A description of the procedures to be implemented to meet the
19 protection against insolvency requirements of G.S. 131E-298: and
20 ] (13) Any other information the Department may require to make the

R T2L A determinations required in G.S. 131E-282,

© 227 "§ 131E-281. Additional information.

23 a) In addition to _the information filed under G.S. 131E-280, each application
24 shall include a description of the following:
25 () The program to be used to evaluate whether the applicant’s
26 network of sponsoring providers and contracted providers is
27 ufficient, in num —an es of providers, to assure that all
28 1th care servi i1l cessible without unreasonable delay:
29 (2) The program used to evaluate whether the sponsoring providers
30 provide a_substantial portion of services under each Medicare
31 contract of the PSO;
32 3) o verifyin ider ;
33 (4) The utilization review program for the review and control of
34 health care servi rovided or paid for h licant;
35 (5) lity_management program I i care and
36 h care services man vided throu hc
37 plan; and
38 (6) The applicant’s network of sponsoring providers and contracted
39 providers and evidence of the ability of that network to provide all
40 th e services other than out-of-network services and )
41 mergency services to the applicant’s prospective beneficiarie ]
42  (b) The Department may promulgate rules and regulations exempting from the .
43 filing requirements of subsection (a) of this section those items it deems unnecessary,

44 "§ 131E-282 nce of li

Page 8 House Bill 1455
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(a) Before issuing a PSO license, the Department may make an examination or
investigation as it deems expedient. The Department shall issue a license after
receipt of a substantially complete application and upon satisfaction of the following
requirements;

(1) The applicant is duly organized as a provider sponsored

organization as defined by this Article.
(2) The PSQ has initiall minimum net worth of one million five

hundred thousand dollars ($1,500.000). In the event the PSO
submits nancial plan that demonstrates that the P does not
have to cre t has or has available to it an administrative
infr: re_that shall reduce the PSQO’s start-u osts, the
Department may lower the initial minimum net worth reguired to
one_million dollars 1,000,000) or to anv lower amount as
determined the Department if the P operates primaril

rural areas,
(3) ThelP hall have at least seven hundred fifty thousand dollars

($750,000) in cash or equivalents on its balance sheet, except that
the Department rmi PSO operating primarily in rural
I to_hav esser ount held i sh’ or ivalents on its
balance sheets. :
(C)] licant i nanci lan satisfact the
- Department which covers the first 12 months of operation of the
PSO’s Medicar ntract and which meets the reguirements of
G.S. 131E-283. If the plan projects losses, the financial plan shall
cover the period through 12 months bevond projected breakeven,
(5) The Department determines that the applicant has sufficient cash

W t i ligations hev . me.due., In making that
determination, the De ent shall consider the following:
a. imelin ayment;
b. xten which_the current ratio is maintained at one
r_whether there i hange in the current ratio
over a period of time: and
C The availability of outside financial resources.

In calculating the net worth of a P De ment_shall admit the

following:
(1) One hundred percent (100%) of the book value of health care
delivery assets on the balance sheet of the applicant,
2) Mmm_awmummum
el he bal T I

3) WMMMMW
iremen iv thnn
kv f ’ ibl
)¢ inimum w

un ir f illion doll
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(3)

the initial minimum net worth requirement is met by cash or cash
equivalents or if the Department has used its discretion to reduce

the initial net worth requirement below one million five hundred
housand dollars ($1,500,00 hen the Department shall admit one

hundre rcent (100 of the book value of intangible assets of
the PSO up to ten percent (10 of the minimum net worth
amount required.

tandard accounting principles treatment shall be given to other

assets of the PSO not used in the delivery of health care for_the
purposes of meeting the minimum net worth requirement.
Deferred acquisition costs shall not be admitted.

"§ 131E-283. Financial plan.
(a) The financial plan shall include the following:

(08}
2
3
4
)]

A detailed marketing plan;

Statements of revenue and expense on an accrual basis;
Cash flow statements;

Balance sheets; and

The assumptions and justifications in support of the financial plan,

b) _In the financi lan, the P shall demonstrate that it has the resources
available to meet the projected losses for the entire period to breakeven. Except for
the use of guaranties as provided in subsection (c) of this section, letters of credit as

rovided in subsection f this section, and other means as provided in subsection
f this section, the resources must be assets on the balance sheet of the PSO in a

form that is either cash or convertible to cash in a timely manner, pursuant to the

financial plan.

c uaranti

- the following conditions: _
[60]

Page 10

hall tabl a_resourc t_projected losses, under

For the first vear of the PSO’s operation of the PSQ‘ ’§‘ .Me'g icare
contract, th arantor_must provide the PSO with cash or cash
uivalent nd the projected losses, as follows:

a. Prior to the beginning of the first quarter, in the amount of
the projected losses for the first two quarters;

b. Prior to the beginning of the second gquarter, in the amount
of the projected losses through the end of the third guarter;
and

d
c. Prior to the beginning of the third quarter, in the amount of
the projected losses through the end of the fourth quarter,

If th rantor provid h sh ivalen he P

in a2 timely manner on the above schedule, this funding shall be

idered i i arantor’ mitment to th

House Bill 1455
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(3) If the above guaranty requirements are not met, the Department
appropriate action, such as requiring funding of projected

losses through means other than a guaranty. The Department
retains discretion which shall be reasonably exercised to require
other methods or timing of funding, considering factors such as the
financial condition of the guarantor and the accuracy of the
financial plan,

The Department mav modifv the conditions in subsection (c) of this section in
order to clarifv the acceptabilitv of guaranty arrangements.
An irrevocabl lean, unconditional letter of credit ma e used as an

acceptable resource to fund projected losses in place of cash or cash equivalents if
satisfactory to the Department.

- (f) If approved by the Department, based on appropriate standards promulgated
by the Department, PSOs may use the following to fund projected losses for periods
after the first year: lines of credit from regulated financial institutions, legally binding
agreements for capital contributions, or other legally binding contracts of a_similar
level of reliability.

(g) The exceptions in subsections (c), (d). and (e) of this section may be used in
an appropriate combination or sequence.
"8 131E-284. Modifications.

a) A provider sponsored organization shall file a notice describing anv significant

change in the information required by the Department under G.S. 131E-280. Such
notice shall be filed with the Department prior to the change. If the Department

does not_disapprove within days after the filing, this modification shall be
considere roved hanges subj he terms of this section includ ansion
of service area, addition or deletion of sponsoring providers, changes in provider
ntract an n : when_the distributi f risk is significantl
n nd anv other chan h nt d i in_properly adopt
les. Every P hall report he Department for the Department’s information
terial chan i network of nsoring providers and i roviders of
i neficiari nrolled with th h dition or deletion of an

Medicare contracts of the PSO or any other information the Department may require,
This information shall be filed with the Department within 15 days after

lementation ©
11 han in formation rms th d thi cle
led with th n
nt may ad rul xempting from filing requirements of
h 1 C

House Bill 1455 Page 11
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(b) All deposits required by this section shall be restricted to use in the event of
insolvency to help assume continuation of services or pav costs associated with
receivership or liquidation.

"§ 1§1E-286 Qngging financial standards - net worth.

Begi

he first dav _of operation of the PSO and except as otherwise

rovided in subsection (d) of this section, everv PS hall maintain a minimum net

worth equal to the greatest of the following amounts:

(1)
)

One million dollars ($1.000,000);

Tw rcent (2 of annual premium revenues as reported on the
most recent annual financial statement filed with the Department
on_the first one hundred fiftv million dollars ($150,000.000) of
remium_and one percent (1%) of annual premium on the
remium__in __exces one hundred fi million dollars

($150,000.000);
An_amount equal to the sum of three months uncovered health
care expenditures as reported on the most recent financial
statement filed with the Department;
An amount equal to the sum of:
a. Eight percent (8%) of annual health care expenditures paid
on a_noncapitated basis to_ nonaffiliated providers as

reported on_the most recent financial statement filed with
the Department; and :

ur_percent (4 f annual health care expenditures paid
on _a_ capitated basis to nonaffiliated providers plus annual
health care expenditures paid on a noncapitated basis to

iated providers: and
c. er I ; f annual health care nditur aid

on a capitated basis to affiliated providers regardless of
downstream arrangements from the gfﬁligteg provider.

Io

In cal in W liabilities sh 1 n lnclud 11 I m ted I
laims liabiliti therwise du rovider th tained the PSO t eet net

worth uirements an fu ubordinated to all reditor;
calculatin w for pu f this section, the items described in

E-282 hall dmitted, ex s f 11 WS;
1) or intangibl ter of one million dollar
L n f th ing minimu
w men r_cash iv hen
mi k v in ibl

Page 12

twenty percent (20%) of the minimum net worth amount required.
Ifl §§§ than the greater of one million dollars (51,9!!2,QQQ) or §1_Jgty

=gl =]

n ing mini
h ash uivalen h n
nt sh dm1 the ok A of intangibl t
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1 n_percent (1 of the minimum net worth _amount required:
2 and
3 (2) Deferred acquisition costs shall not be admitted.
4 d) The D ment lower the minimum ongoing net worth threshold, and
5 the amount held in cash or cash equivalents for PSOs that operate primarily in rural
6 areas.
7 During the start-up_phase of the PSO. the pre-break-even financial plan
8 requiremen hall 1 er th oint of break-even, the financial plan
9 requirement shall address cash needs and the financing required for the next three
10 years. '

11 (f)_If a PSO, or the legal entity of which the PSO is a component, did not earn a
12 ne erating surplus during the st recent fiscal vear. the PSO shall submit a
13 financial plan isfact to_the Department, meeting all of the reguirements
14 established for the initial financial plan.

15 "§ 131E-287. Reporting. :

16 (a) The PSO shall file with the Department financial information relating to PSO
17 solvency standards descri in_this Article, according to the following schedule:

18 a) n arterly basis until break-even; and '

19 2) n_an annual basis r _break-even, if 'the PSO has a net
20 operating surplus; or

21 (3) On a guarterly or monthly basis, as specified by the Department,
22 after break-even, if the does not have a net operating surplus.
23 To _the extent not preempted federal law or otherwise mandated by the
24 Medicare program, th hall annuall n_or before the first day of March of
25 ch file in ffice of th ret ¢ following information for the previous
26 calendar year:

27 (1) The number of and reasons for grievances received from Medicare
28 beneficiaries _enrolled with the PSO under the PSQO’s Medicar
29 contract re ing medical treatment, The report shall include th
30 number of covered lives, total number of grievances categorized by
31 reason for the grievance, the number of grievances referred to the
32 - second level grievance review, the number of grievances resolved
33 at each level and their resolution and a description of the actions
34 ~ that _are bein ken to correct th roblems that have

35 identified through grievanc eiv v hall file with
36 he D nt, as pa its annual grievanc o) certificate
37 f lianc i h stablish nd follows, for
38 i icare C ievance procedures that compl ith

39 131E-314,

40 (2) The number of Medicare beneficiaries enrolled with the PSO
41 Mi_zwmmm_mm&u&
42 nrollment with for

43 | (3) The number of provider con gg;g bg een the PSO and network
44 providers for the provision of covered services to Medicare

House Bill 1455 Page 13
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beneficiaries that were terminated and reasons for termination.
This information shall include the number of providers leaving the
PSO network and the number of new providers in the network.
The report shall show voluntary and involuntary terminations

separately,
Data relating to the utilization, quality, availability, and

accessibili f servic e report shall include the following:

a

Information on the PSO’s program to determine the level of
network availability, as measured by the numbers and tvpes
of network providers, required to provide covered services
to _covered persons. This information shall include the
PSO’s methodology under its Medicare+ Choice program

or:
1 Establishing performance targets for the numbers and
types of providers by specialty, area of practice, or
facility type, for each of the following categories:
primary care physicians, specialty care physicians,
nonphysician health care providers, hospitals, and
nonhospital health care facilities,

Determining when changes in PSO
Medicare + Choice program enrollees will necessitate
changes in the provider network.

lmg]

I~

The report shall also include; the availability performance targets

for_th eviou d curr IS: numbers and €
providers currently participating in the PSO’s provider network;
n v i f i nc
e m - e e - - - . e
b. The PSO’s method for arranging or providing health care
i m nonnetwor, ider h within and outsid
i rea, when n k vider. vailabl
to provide covered services,
c. tion n h i I under its

Medicare + Choice program to determine the level of

Medi nrollee This_information sh include th
’ 1 f tablishin rform argets for
m ver Tvi rima
ici eci car ici nphysician health

care providers, hospitals, and nonhospital health care
facilities. The methodology shall establish targets for;

House Bill 1455
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2. Expected waiting time for appointments for urgent
care, acute care, specialty care, and routine services
for prevention and wellness. _

The report shall also include: the accessibility performance
targets for the previous and current vears; data on actual
overall accessibility as measured by driving distance and
average appointment waiting time; and an evaluation of
actual Medicare + Choice lan rformance  against
performance targets. Measures of actual accessibility may be
developed using scientifically valid random sample
techniques.
A_statement of the PSQO’s methods and standards for
determining whether in-network services are reasonably
available and accessible to _a Medicare enrollee for the
purpose of determining whether such enrollee should
receive the in-network level of coverage for services
received from a nonnetwork provider.

A _description of the PSQO’s program to monitor the

adequacy of its network availability and accessibility

methodologies and performance targets, Medicare + Choice
plan performance, and network provider performance.

A_summary of the PSO’s utilization review program

activities for the previous calendar year under its

Medicare + Choi rogram, The report shall include th

noncertifications for each tvpe of review, each type of

review appealed, and appeals settled in favor of Medicare

enrollees.  The report shall be accompanied by a

certification from the carrier that it has established and

follows procedures that comply with G.S. E-314

(5) Aggregate financial compensation data, including the percentage of
providers paid under a capitation arrangement, discounted fee-for-
service or salary, the services included in the capitation payment,
and the range of compensation paid by withhold or incentive

is _inf ation sh ubmitted f
rescri h n
I T r_institutional nam individual provider m (o}
disclosed pursu o this subsection, No civil liability shall arise from compli
ith the provisio i ction, provided missions m
faith and d t_constitut. negligence, willful or wanton misconduct, or
intentional wrongdoing,

Disclosure Reguirements. — To th nt n therwise prohibited federal

43 law or under the terms of the PSQ’s Medicare contract, each PSO shall provide the

House Bill 1455
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1 following applicable information to Medicare beneficiaries enrolled with the PSO
2 under the PSO’s Medicare contract and bonafide prospective enrollees upon request:
3 (1) The evidence of coverage under the Medicare+ Choice plan
4 provided by the PSO to Medicare beneficiaries under the terms of
S the PSO’s Medicare contract;

6 (2) An_ explanation of the utilization review criteria and treatment
7 protocol under which treatments are provided for conditions
8 ' specified by the prospective enrollee. This explanation shall be in
9 writing if so requested;

10 (3) If denied a recommended treatment, written reasons for the denial
11 and an explanation of the utilization review criteria or treatment
12 - protocol upon which the denial was based;

13 _‘ (4) The plan’s restrictive formularies or prior approval requirements
14 ) for obtaining prescription drugs, whether a particular drug or
15 x therapeutic class of drugs is excluded from its formulary, and the
16 ’ circumstances under which a nonformulary drug may be covered;
17 ' and

18 (5) The procedures and medically based criteria under the PSQO’
19 . Medicare contract for determining whether a specified procedure,
20 test, or treatment is experimental,

21 d) Effective January 1, 1 PSOs shall make the reports that are required under

22 subsection (b) of this section and that have been filed with the Department available
23 on their business premises and shall provide any Medicare beneficiary enrolled with

24 the P access to them upon request, unle erwise prohibited by federal law or
25 under the terms of the PSO’s Medicare contrac
26 e) Ev PSO licensed under thi icle shall ally on or before the first da
f March of each vear, file in the office of the Secretary a- sworn- statement verified b
8 at least of the principal officers of the P howing its condition on the thi
rst day of December n_next pr ing; which shall be in such form as th
hall prescri In h fail ile the annual statement as herein

uired, the Secret i rized spend license issued to th O unti

1r

32 the statement shall be properly filed,

33 "§ 131E-288. Liquidity.

34 (a) Each PSQ shall have sufficient cash flow to meet its obligations as they

35 com e, In rminin li faP meet this requiremen e
36 Department shall consider the following:

37 (1)  The timeliness of payment;

38 (2) n whi e n i0 i intain n n
39 wheth re i i i0 over i

40 time: and

41 (3) The availability of outside financial resources,

42  (b) The following corresponding remedies apply:

Page 16 House Bill 1455
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If the PSO fails to pay obligations as they become due, the
D nt shall require the PSO to initiate corrective action to
pay all overdue obligations.

The Department may require the PSO to initiate corrective action

if either of the following is evident: (i) the current ratio declines

ignificantly: or (ii) there is a continued downward trend in the

current ratio. The corrective action may include a change in the
distribution of assets, a reduction of liabilities, or alternative
arrangements to secure additional funding requirements to restore
the current ratio to one to one.

If there is a change in the availability of the outside resources, the

Department shall require the PS to obtain funding from
alternative financial resources.

(c) Nothing in the foregoing liquidity requirements shall be interpreted to require

the maintain a curr ratio of one to one if the P can_demonstrate to th

Department that it is able to pay its obligations as they become due and the current

ratio maintained
downward trend.

he has neither declined significantlv nor is on a continued

"§ 131E-289. Minimum of net worth that must be in cash or cash eguivalents.
(a) Except as otherwise provided in subsection (b) of this section, each PSO shall,
on_an ongoing basis, maintain a minimum net worth in cash or cash equivalents of

the greater of;
(1) Seven hundred fifty thousand dollars ($750,000) cash or cash
equivalents; or '
(2) Forty percent (40%) of the minimum net worth reqguired,
(b) The Department may lower the threshold for minimum net worth held in cash
-or cash equivalents tha I imarily in rural area .
c ash or cash equivale eld eet the worth _reguirement shall be

current assets of the PSO.
"§ 131E-290. Prohibited practice.

No provid
insurer under

r_literature
words descriptive

nsored nizati r sponsoring provider, unless licensed

T f th ner. may use in its name, contrac
f w ‘insurance’, ‘casualty’, ‘surety’, ‘mutual’, or anv other
he insuranc ual r_surety busin r_deceptivelv_similar
cripti f in, r_suretv ¢ ration_doin iness in

House Bill 1455
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nly to the extent necess to meet the needs of the organization’s enrollees or from

establishing any measure designed to maintain quality and control costs consistent
with the responsibilities of the organization.
"§ 131E-291. Collaboration with local health departments.

A provider sponsored organization and a local health department shall collaborate
and cooperate within _available resources regarding health promotion and disease

prevention efforts that are necessary to protect the public health.
"§ 131E-292. Coverage

rovider sponsor rganizati ubject to _this icle shall provide covera
for the medically appropriate and necessary services specified under the PSO’s
Medicare contract.
b) In the event a PSO’s Medicare contract or federal law, regulations, or rules

governing coverage by the PSO of items or services to Medicare beneficiaries permits
a_PSO, sponsoring provider, or participating provider to object on moral or religious
grounds to providing an item or service to Medicare beneficiaries, it is the policy of
this State to permit this objection and allow the participating provider to refuse to
provide the item or service.
2§ 131E-203. Rates.

Rates charged by provider sponsored organizations to the Medicare program and
charges by PSOs and sponsoring providers for items or services to beneficiaries shall

e governed by the terms of the PSQO’s Medicare contract.

"§ 131E-294. Consumer protection and quality standards.

nless otherwis reempted federal law or dated the Medicare

program, the Department shall apply to provider sponsored organizations the same

tandards and requirements that the Department of Insurance applies to health

aintenance organizati der Chapter e General ut ith respect t

- the following consumer protection and quality matters: e
) uality management programs (11 NCAC 20.0500, et seq.);
(2) tilization review procedur . 58-67-61 and G 8-67-62);
) nfair or d ive trade practi icl f Chapter f th
4

and 58-67-75);
{5) Provider accessibili d availabili 1 NCAC 2 et seq.);
(6) etwork provider entialing (11 NCAC 2 t seq,): and
(7) Data reporting requirements under G.S, 58-67-50(e).
"§ 131E-295. Pow f insur medical ic ions

Notwithstanding anv_provision of the insurance and hospital or medical service
corporation laws contained in_Articles 1 through 67 of Chapter S8 of the General

in r or a hospi r medi rvic oration may con with
rovider nsored organizati ide insur r_simi rotection against
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obligations under the PSO’s Medicare contract. The beneficiaries of a provider

nsored organization constitut ermissibl oup under these laws. Amon
other things, under these contracts, the insurer or hospital or medical service
ration _mayv_make benefit pavments to provider sponsored organizations for
care services rendered roviders pursuant he health care plan
"§ 131E-296. tio

The Department may make an examination of the affairs of any provider
sponsored _organization and the contracts, agreements, or other arrangements

rsu o its health care plan en_as the Department considers necessary for

the protection of the interests of the people of this State but not less frequently than

p—t
C VOV~ H WNE-

11 once every three years,

12 "§ 131E-297. Hazardous financial condition

13 (a) Whenever the financial condition of any provider sponsored organization
14 indicates a_condition such that the continued operation of the provider sponsored
15 organization might be hazardous to its beneficiaries, creditors, or the general public,
~16 then the Department may order the provider sponsored organization to take an
17 action that may be reasonably necessary to rectify the existing condition, includin
18 one or more of the following steps:

19 (1) To reduce the total amount of present and potential liability for
20 benefits by reinsurance;

21 (2) To reduce the volume of new business being accepted;

22 (3) To reduce the expenses by specified methods: :

23 (4) To suspend or limit the writing of new business for a period of
24 time;

25 (5) To require an increase to the provider sponsored organization’s
26 net worth by contribution;

27 - (6) To add or delete spon rovid

28 {7) To increase the amount of payments from the P§O Wthh
29 sponsoring providers agree to forego; or -

30 (8) ire additi ar fr nsoring providers or from
31 nts of in vi

32 If th men rmi t rds i E-2 1E-28
33 and 131E- d t provide sufficient early warning that the continu eration of
34 any provider sponsored organization might be hazardous to its beneficiaries,
35 ditor: ner lic, th n d t niform

36 ndar nd criteri r such warning an ndrd for evaluatin

39 "§ 131E-298. Protection against insolven

40 D ent shall requir its i cordance with rovisions of
41 G.S. 131E-285,

House Bill 1455 Page 19
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‘that_the continued operation of the provider sponsored organization will not be I
hazardous to the beneficiaries enrolled with the PSO. )

Ev rovider sponsored organization shall have and maintain at all times an

adequate plan for protection against insolvency acceptable to the Department. In
determining the adequacy of such a plan, the Department shall consider;

(1) A _reinsurance agreement preapproved by the Department covering
excess loss, stop-loss, or catastrophies. The agreement shall
provide that the Department will be notified no less than 60 days
prior to cancellation or reduction of coverage;

A_conversion policy or policies that will be offered by an insurer
to the beneficiaries in the event of the provider sponsored
organization’s insolvency;
Legally binding unconditional guaranties by adequately capitalized
sponsoring provider or adequately capitalized sponsoring
corporations of sponsoring providers;
Legally binding obligations of sponsoring providers to forego
payment for items or services provided by the sponsoring provider
in order to avoid the financial insolvency of the PSO;

lly binding obligations of sponsoring providers or parents of
sponsoring providers to make capital infusions to the PSO; and

Any other arrangements offering protection against insolvency that

the Department may require.
131E-29 . _Hold harmless agreements or special de
nless the P maintains a special deposit in accordance with subsection (b

of m is_section, each contract between every PSO and a_ participating provider of
health care services shall be in wntmg and shall set erth that in the event the E§Q
. . - o 1 - . -

i
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riber or beneficiary shall not be liable to the rov1derf r any sums owed by the
29 P No other provisions of these contracts shall, under anv circumstances, change
30 the effect of this provision articipating provider or nt, trustee, or_assignee
31 f maintain _an ion w inst a subscriber or benefici 11
32 gsums owed by the PSO.

b) _In the event that the participating provider contrac s not been reduced t
writing or that th ract fai contain the requir rohibition, the P h
35 maintain a special deposit in cash or cash equivalent as follows:

36 (1) If at any time uncovered expenditures exceed ten percent (10%) of

W W
hw

37 t health car nditures the P hall either;

38 a. Place an uncovered expenditures insolvency deposit with the .
39 epartment, or with rganization or trustee acceptable .
40 to the Department through which a custodial or controlied

41 account is maintained, cash or securities that are acceptable

42 artmen is d it shall 11 ti hav

43 ir _mar value in an amount of one hundr €

44 ' rcent (12 f the PSO’s tstanding liabili
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(3]

uncovered expenditures for enrollees, including incurred but
not reported claims, and shall be calculated as of the first
day of the month and maintained for the remainder of the
month. If a PSO is not otherwise required to file a_guarterly
report, it shall file a report within 45 days of the end of the
calendar quarter with information sufficient to demonstrate
compliance with this section; or
Maintain adequate insurance or a guaranty arrangement
approved in writing by the Department, to pay for any loss
to_ beneficiaries claiming reimbursement due to the
insolvencv_of the P The De ment shall approve
guaranty arrangement if the guarantving organization is a
sponsoring provider, has been operating for at least 10 vears
and has a net worth, including organization-related land,
buildings, and equipment of at least fifty million dollars
000,000}, unless the Department finds that the approval
of this guaranty may be financially hazardous to

beneficiaries.
The deposit required under _sub-subdivision a. of subdivision (1) of

this subsection is an admitted asset of the PSO in the
determination t worth 1 income from these deposits or
rust accounts shall f the P av_be withdrawn

from_the deposit or account quarterly with the approval of the
Department;

A PSO that has made a deposit may withdraw that deposit or any

f th it if (3 ubsti it of curities of

equal amount and value-is made(ii) the fair market value exceeds

e _amount of the reqguire osit, or (iii e required deposi

under this subsection is reduced or eliminated. Deposits,

ubstitution r_withdraw made only_wi he prior
written val of th nt;

ubdivision ubdivision
n_is in d ma d onl rovided under this
i D ment may use the deposit of an insolvent P
for administrative costs associated with administering the deposit

a nt of claims of enroll f the P

=

rei rsemen ribed in this section exceed ten percent
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or reduce these requirements to an amount it deems sufficient to protect beneficiaries
of the PSO consistent with the intent and purpose of this Article.
"8§ 131E-300. Continuation of benefits.

The Department shall require that each PSO have a plan for handling insolvenc

which plan allows for continuation of benefits for the duration of the contract period
for which premiums have been paid and continuation of benefits to beneficiaries who
are confined in an inpatient facility until their discharge or expiration of benefits. In
considering such a plan, the Department may require:

” lE_

a

rovider:
m _th )8
ies enrolled with the insolv
icabl -pa nts, deductible

n 1

Q)

2

BEE

S

@

the event of an insolven

insolvency;

Insurance to cover the expenses to be paid for benefits after an
Provisions in_provider contracts that obligate the provider to

provide services for the duration of the period after the PSQO’s
insolvency for which premium payment has been made and until
the beneficiaries’ discharge from inpatient facilities;

Insolvency reserves as the Department may require;
Letters of credit acceptable to the Department;
Additional guaranties from a sponsoring provi(_ier of the PSO or

from the parent of a sponsoring provider;

Legally binding obligations of sponsoring providers to forego

a nt from P for services provided to beneficiaries in

rder to avoid the insolvenc

Any other arrangements to assure that benefits are continued as

specified,

lven

at were sponsorin viders of

for_an

ed
b
h

eneficiaries under

h

and Human

f the D H,-

ment d in

faP

P
f

f the . and

upon _order of the Department, all

ithin the previous 12 months
- r_-th r r_aill- -

vered services without rge other

’ di

h

liv I I ur heal

accessible to all of the beneficiaries of the insolvent PSQ, then, in the event the
Health Care Financing Administration of the United States Department of Health

llocations in imelv _manner, the

Department shall allocate the insolvent PSQ’s contracts for these groups among all
ithi ion of the insolv i

other PSOs that operate within a portion of the insolvent PSO’s service area, taking

rvices fails make such

nsideration th h car iv

I

Or_coinsurance permitted to
ntract

onsoring providers lack sufficient

T

r rvices will vailable an

f each P PSO t

which beneficiaries are so allocated by the Department shall offer such group or
40 groups that PSQ’s existing coverage that is most similar to each beneficiary’s
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of Health and Human_ Services fails to make such allocations in a_timely manner, the
Department shall also allocate among all PSOs that operate within a portion of the

insolvent PSO’ rvice a the insolvent PSO’s beneficiaries who are unable to
tain other coverage. Each PSO to which beneficiaries are so allocated bv the
ment shall offer suc neficiaries that PSO’s existing coverage for individual

r _conversion_cover determined by the beneficiary’s of coverage in the
lven tr termined in accordance with the successor PSO’s Medicare
contract.

"§ 131E-302. Replacement coverage.

Anv carrier providing replacement coverage with respect to hospital, medical
r_surgical n r_servi enefits, within a period of 60 days from the date of
discontinuance o rior contract or policy providing these hospital, medical. or
surgical expense or service benefits, shall immediately cover all beneficiaries who
validly covered under the previous PSO contract or licy at the date of
discontinuanc nd who would otherwise be eligible for covera under the

succeeding carrier’s contract, regardless of any provisions of the contract relating to
hospital confinement or pregnancy,

b) Exce he extent benefits for the condition would have been reduced or
excluded under the prior carrier’s contract or policy, no provision in a succeeding
carrier’s contract of replacement coverage that would operate to reduce or exclude
benefits on the basis that the condition giving rise to benefits preceded the effective
date of the succeeding carrier’s contract shall be applied with respect to those
beneficiaries validly covered under the prior carrier’s contract on the date of
discontinuance.

"§ 131F-303. Incurred but not reported claims.

v hall, when determining liabilitv, include an amount estimated in
- ate vid I arned premium and for th nt of all claim
1th expenditur hat _hav e incurred, whether reported or
nr d, that unpaid for_ which such P is or may be liable: and to
vid th nse of adjustment or settlement of such clai '
se liabilities 1 mputed in accordance with rules ad d th
n n nsiderati h. S ined i
character of the PSO, .
"§ 131F-304. Suspension or revocation of license,
nt u revok efus new icense if th
Department finds that the PSO:;
(68 MWWMMW
r _in nner_con e
ly _inferred fr her infi i i
E- nl ndm iSSi A\ n

d with and approved by the D ment;

Q)Wﬁﬂ&w
that d with

irements licable:

House Bill 1455 Page 23



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

WO dOhWn & W

w WWWWERNNRNDNNNRNMNMDMN B 3 s

fhP

(3)

E BB E

k2

(21

No longer maintains the financial reserve specified in G.S. 131E-
286 _or is no longer financially responsible and may reasonably be
expected to be unable to meet its obligations to beneficiaries or
prospective beneficiaries;

Knowingly or repeatedly fails or refuses to comply with any law or
rule applicable to the PSO or with any order issued by the
Department after notice and opportunity for a hearing;

Has knowingly made to the Department any false statement or
report;

Has sponsoring providers that fail to provide a substantial
proportion of the services under any health plan during any 12-
month period;

Has itself or through any person on its behalf advertised or
merchandised its items or services in an untrue, misrepresentative,
misleading, or unfair manner;

If continuing t erate would be hazardous to beneficiaries: or

Has otherwise substantially failed to comply with this Article.

A license shall be suspended or revoked onlv after compliance with

131E-305.

(c) When a PSO license is suspended, the PSO shall not, during the suspension,
enroll any additional beneficiaries and shall not engage in anv advertising or
solicitation, .

d) When a PSO license is revoked, the PSO shall proceed, immediately followin
the effective date of the order of revocation, to wind up its affairs and shall conduct
no further business except as may be essential to_the grderly conclusion of the affairs

11 n i 1sm licitati The D ment

may find t

b rded th

coverage,
"§ 131E-

lic

€n

jon for

A

he best interest of beneficiaries to he end that ben fic1ar1 S w111
ical ortuni tain__continuing health care

use t lieve that unds for the denial
n xi T unds for the nsi r v ation f
- - S ; cificall

fi nial ension VOC fixin i f at 1

a
0 her T 'n'nhmttr
in h ilur he provi red organization
ing, th ment shall ion i iders advi
r hall ailed rovider n rganizati
1 i review uperior
W n in di ing of the issu fore it, modi ffirm
reverse the order of the Department in whole or in part,
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-

The provisi f Chapter 150B of the neral Statutes apply to proceedings

under this section to the extent that thev are not in _conflict with subsections (a) and
(b) of this section. .
"§ 131E-306. Department of Insurance.

At request of the Department, the Department of Insurance mayv evaluate a
PSO’s compliance with any or all of the solvencvy requirements set forth in thi
Articl n _this reguest, the Department of Insurance shall undertake the
valuation in accordance with thi icle and regulations adopted pursuant to it and

shall report its evaluation to the Department in a timely manner. The Department of
Insurance may collect from the applicant or PSO subject to the evaluation a fee not
to exceed the fee that the Department of Insurance would be entitled to impose on a
health maintenance organization for undergoing a similar evaluation, Nothing in this
section limits the Department’s final authority to license PSOs in accordance with
this Article.

"8 131E-307. Penalties and enforcement.

(a) The provisions of G.S. 58-2-70, modified to replace the word ‘Commissioner’
by the word ‘Department’, applies to this Article. The Department may, in addition
to or in lieu of suspending or revoking a license under G.S. 131E-304, proceed under

8-2-7 so modified, provided that the provider sponsored organization has
reasonable time within which to remedy the defect in its operations that gave rise to
the procedure under G.S. 58-2-70.

b) _Anv person who violates this Article shall be guilty of a Class 1 misdemeanor.
If the Department shall for anv reason hav use to believe that anv violation
of this Article has occurred or is threatened, the Department may give notice he

provider sponsored organization and to the representatives or other persons who
appear tg be 1nvglvgd 1n such §u§pgc;§d vmlgtlon to_arrange a confgrgngg with the

means of correcting or preventing such violation,
Proceedings under this subsection §hall not be governed by any formal procedural

requiremen ay _be conducte manner the Department_ may deem
appropriate under the circumstances.

d e nt _may issue an order directin rovider sponsored
organization or a representative of a provider sponsored organization to cease and
desist from engaging in act or practice in violation the provisions of this
Article,

Within d r_servi f the order of d i T nd a
request a hearing on the gugsggn gf whether_acts or practices in violation of this
. - AVE . 2SE P a 4 . 240 D an apte 1 .

f ner. judici iew_shall vailabl rovided i
Chapter,

In f violation of the provisions of thi i if the D en
j i r, or in the event of noncompli i

House Bill 1455 Page 25



WO bW

H W W W W WWWLWWNRNNNDNENDNNND S 2 s s

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

b

ceas nd desist order issued pursuant to subsection (d) of this section, the

Department may institute a proceeding to obtain injunctive relief, or seeking other
appropriate relief, in the Superior Court of Wake County.

"8 131E-308. Statutory construction and relationship to other laws.

Exc herwi rovided in this icle, provisions of the insurance law.
and provisions of hospital or medical service corporation laws shall not be applicable
to_any provider nsored organization nted a license under this Article or to its
sponsoring providers when operating under such a license. This provision shall not
apply to an insurer or hospital or medical service corporation licensed and regulated
pursuant to the insurance laws or the hospital or medical service corporation laws of
this_State except with respect to its provider sponsored organization activities
authorized and regulated pursuant to this icle.

(b)__Solicitation of beneficiaries by a provider sponsored organization granted a
license, or its representatives, shall not be construed to violate any provision of law
relating to solicitation or advertising by health professionals or health care providers.

(¢c) Any provider sponsored organization licensed under this Article shall not be
considered to be a provider of medicine or dentistry and shall be exempt from the

rovisions of Chapter 90 of the General Statutes relating to the practice of medicine
and dentistry; provided, however, that this exemption does not apply to individual
providers under contract with or emploved by the provider sponsored organization or
sponsoring providers or to the sponsoring providers,
d) Except _as otherwise limited his Article, a P may organizé in the same
manner_and may exercise the same prerogatives, powers and privileges as other

entities that are organized and existing under the same laws as the PSO.
"8 131E-309. Filings and re ublic documents.

of a sponsoring prgvidgg. all_applications, filings, and reports required under this
Article shall be treated as public documents,
"§ 131E-310. Confidentiality of medical information,

r i i inin ig, tr nt, or 1th of
beneficiary or applicant obtained from the person or from any provider by any
ider nsor ization or n vider i rsuan its provider
n ith rovid I rganizati held in confidence and shall

n isc 0 rson_except to the nt m eces a

out the purposes of this Article; or upon the express consent of the beneficiary or
licant: or pu atu r court order he production of evidence or th
discovery thereof; or in the event of claim or litigation between such person and the
ider izati wherei r_information i in
vider re anization shall entitl claim an atu rivil

against such disclosure which the provider who furnished such information to the

T NSOr: rganization is entitled to clai
"§ 131E-311 nflicts; rabili

|t
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To the extent that the provisions of this Article may be in conflict with any other
rovision _of this Chapter, the provisions of this Article shall prevail and applv with
respect to provider sponsored organizations. Notwithstanding the absence of adopted
rules, the Department shall continue to process applications for provider sponsored
organization licenses as described in this Article. If any section, term, or provision of
this Article shall be adjudged invalid for any reason, these judgments shall not affect,
impair, or invalidate any other section, term, or provision of this Article, but the
remaining sections, terms, and provisions shall be and remain in full force and effect.
"§ 131E-312. Regulations.

This Article shall be self-implementing. No later than six months after the date of
enactment of this Article, the Department may adopt rules consistent with this Article
to_authorize and regulate provider sponsored organizations to contract directly with
the federal Medicare program to provide health care services to the beneficiaries of

—t
CWVWOoONOAWAWNR

_ e
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14 such program The Department shall issue permanent rules and, mav issue
15 temporary rules, to the extent these rules may be necessary., The Department shall

[y
[2,)

limit its regulation of provider sponsored organizations to the licensing and regulating
of these organizations as risk bearing entities contracting directly with the Medicare
program and to the consumer protection and quality standards as provided in G.S.

131E-294, and shall not regulate anv matters described in 42 U.S.C. 1395W-
26(b or _any successor thereof.

"§ 131E-313. Utilization review and grievances.

NN == =
- O \O 00

22 Unless otherwise preempted by federal law or mandated by the Medicare program,
23 the provisions of G.S. 58-50-61 and G.S. 58-50-62 apply to a PSO licensed under this
24 Article as if the PSO was an ‘insurer’ under those sections, except that the
25 Department her than_th mmissioner of Insurance shall regulate a PSO’
26 compliance with those sections."

27— Section 2. G.S. 58-67-10(b) reads as-rewritten:- ~—— ~—-- - - -

28 "(b) (1) It is specifically the intention of this section to permit such persons
29 as were providing health services on a prepaid basis on July 1,
30 1977, or receiving federal funds under Section 254(c) of Title 42,
31 U.S. Code, as a community health center, to continue to operate in
32 the manner which they have heretofore operated.

33 (2) Notwithstanding anything contained in this Article to the contrary,
34 any person can provide health services on a fee for service basis to
35 individuals who are not enrollees of the organization, and to
36 enrollees for services not covered by the contract, provided that
37 the volume of services in this manner shall not be such as to affect
38 the ability of the health maintenance organization to provide on an
39 adequate and timely basis those services to its enrolled members
40 which it has contracted to furnish under the enrollment contract.
41 (3) This Article shall not apply to any employee benefit plan to the
42 extent that the Federal Employee Retirement Income Security Act
43 of 1974 preempts State regulation thereof.
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(3a) This Article does not apply to any prepaid health service or
capitation arrangement implemented or administered by the
Department of Health and Human Services or its representatives,
pursuant to 42 U.S.C. § 1396n or Chapter 108A of the General

Statutes, a_provider sponsored organization or other organization
certified, gualified, or otherwise approved by the Department of
Health and Human Services pursuant t icle 17 of Chapter
131E of the General Statutes, or to any provider of health care
services participating in such a prepaid health service or capitation
arrangement. Article; provided, however, that to the extent this
Atrticle applies to any such person acting as a subcontractor to a
Health Maintenance Organization licensed in this State, that
person shall be considered a single service Health Maintenance
Organization for the purpose of G.S. 58-67-20(4), G.S. 58-67-25,
and G.S. 58-67-110.

(4) Except as provided in paragraphs (1), (2), (3), and (3a) of this
subsection, the persons to whom these paragraphs are applicable
shall be required to comply with all provisions contained in this
Article."

Section 3. G.S. 90-21.22A reads as rewritten:

"§ 90-21.22A. Medical review committees.

(a) As used in this section, "medical review committee" means a committee
composed of health care providers licensed under this Chapter that is formed for the
purpose of evaluating the quality of, cost of, or necessity for health care services,
including provider credentialing. "Medical review committee" does not mean a
medical review committee established under G.S. 131E-95.

27 —(b) A member of a duly appointed medical-review--committee- who acts without

28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

malice or fraud shall not be subject to liability for damages in any civil action on
account of any act, statement, or proceeding undertaken, made, or performed within
the scope of the functions of the committee.

(c) The proceedings of a medical review committee, the records and materials it
produces, and the materials it considers shall be confidential and not considered
public records within the meaning of &-=5—332-+ G.S, 132-1, 131E-309, or &5- 58-2-
100; and shall not be subject to discovery or introduction into evidence in any civil
action against a provider of health care services who directly provides services and is

licensed under this €kepter-er Chapter, a PSO licensed under Article 17 of Chapter

131E of the General Statutes, or a hospital licensed under Chapter 122C or Chapter
131E of the General Statutes or that is owned or operated by the State, which civil

action results from matters that are the subject of evaluation and review by the
committee. No person who was in attendance at a meeting of the committee shall be
required to testify in any civil action as to any evidence or other matters produced or
presented during the proceedings of the committee or as to any findings,
recommendations, evaluations, opinions, or other actions of the committee or its
members. However, information, documents, or records otherwise available are not
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immune from discovery or use in a civil action merely because they were presented
during proceedings of the committee. A member of the committee may testify in a
civil action but cannot be asked about his or her testimony before the committee or
any opinions formed as a result of the committee hearings.

(d) This section applies to a medical review committee, including a medical
review committee appointed by one of the entities licensed under Articles 1 through
67 of Chapter 58 of the General Statutes.

(e) Subsection (c) of this section does not apply to proceedings initiated under
&-5-58-50-61-er-G-5—58-50-62- G.S. 58-50-61, 58-50-62, or 131E-313."

Section 3.1. Nothing in this act shall obligate the General Assembly to
appropriate funds to implement this act.
Section 4. This act is effective when it becomes law.
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 1455

AMENDMENT NO.
(to be filled in by
Principal Clerk)

H1455-ARM-02 Page 1 of ___

Date , 1998

Comm. Sub. [Yes]
Amends Title (]

Representative

moves to amend the bill on page 25, line 7,

by rewriting that line to read:

"Article. If the Department of Insurance accepts the request, it
shall undertake the'"; and further

moves to amend the bill on page 25, lines 9-12,
by deleting the sentence that begins on line 9 with the word "The"

and ends on line 12.

SIGNED
Amendment Sponsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED - FAILED TABLED




ATTACHMENT §

1998 PERMANENT SUBCOMMITTEE REPORT
HOUSE OF REPRESENTATIVES

FOR RECOMMENDING BILLS TO STANDING COMMITTEE OR TO THE FLOOR OF THE HOUSE
The following report(s) from permanent sub committee(s) is/are presented:
By Representative(s) Danjel F. McComas for the Perrnanent Subcommittee on Health of the Standing
Committee on INSURANCE.

Z7 Committee Substitute for : '
H.B. 1455 (JA BILL TO BE ENTITLED AN ACT TO CREATE MEDICARE
PROVIDER SPONSORED ORGANIZATION LICENSING.

REPORT_ED TO THE STANDING COMMITTEE ON

RECOMMENDED ACTION:
[(J Witha favorable recommendation.

(O With a favorable recommendation and recommend that the bill be re-referred to the Committee on

(O With a favorable recommendation, as amended.

(O With a favorable recommendation, as amended, and recommend that the bill be re-referred to the
Committee on

(J With an unfavorable recommendation.

[J With a favorable recommendation as to proposed committee substitute bill which changes the
title, unfavorable as to original bill.

(J With a favorable recommendation as to proposed House committee substitute bill, which
changes the title, unfavorable as to Senate conmumittee substitute bill. '

(O Without prejudice.

(J Other recommended action: _____ 1

 “WITH APPROVAL OF STANDING COMMITTEE CHAIR FOR REPORT TO BE MADE DIRECTLY
TO THE FLOOR OF THE HOUSE:
Rep. Dockham for the Standing Committee on INSURANCE.

s/. /) A 6 Qf/%
With a favorable report. (/ \/

With a favorable report, as amended.

With a favorable report as to committee substitute bill (#————)-fF-which-changes-the-title,
unfavorable as to original bill {Committee-Substitute-Bitl-#—: (and-recemmendation-that-the
committee-substitute-bill-(#——)-be-referred-tothe-Committee-omr————)

And having received a unanimous vote in committee, be placed on the Consent Calendar.
(PUBLIC BILLS ONLY)
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

HOUSE BILL 1455*
Proposed Committee Substitute H1455-PCS1592-RN

Short Title: PSO Medicare Licensing. (Public)
Sponsors:
Referred to:

May 25, 1998

A BILL TO BE ENTITLED
AN ACT TO CREATE MEDICARE PROVIDER SPONSORED ORGANIZATION
LICENSING.

The General Assembly of North Carolina enacts:

Section 1. Chapter 131E of the General Statutes is amended by adding a
new Article to read:

"ARTICLE 17.
"Provider Sponsored Organization Licensing,

"§ 131E-275. General provisions.

The General Assembly acknowledges that section 185 t seq., of the federal

Social Security-Act permits provider sponsored organizations that are organized and
licens nder State law as risk-bearing entities, or that are otherwise certified as
such by the federal government, to be eligible to offer Medicare health insurance or
health benefits coverage in each state in which the provider sponsored organization
offers a Medicare + Choice plan. The General Assembly declares that provider
sponsored organizations are beneficial to North Carolina citizens who are Medicare
beneficiaries and should be encouraged. subject to appropriate regulation by the
Department of Health and Human Services. The General Assembly further declares
that, because provider sponsored organizations provide health care directly and
assume responsibility for the provision of health care services to Medicare
beneficiaries under the requirements of the federal Medicare program. they require
different regulatory oversight to protect the public than health maintenance
organizations and insurance companies. The General Assembly further declares that
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the organizers and operators of provider sponsored organizations which are licensed
under the terms of this Article as risk-bearing entities authorized to contract directly
with the federal Medicare + Choice program shall not be subject to Chapter 58 of the
General Statutes or the insurance laws of this State, unless otherwise specified in this
Article. :

It is the intent of the General Assembly to encourage innovative methods by which
sponsoring providers can directly or indirectly share substantial financial risk in the
PSO in any lawful manner.

(b) As set forth in this Article, the Department of Health and Human Services
shall be the agenc f the ate authorized to licens rovider sponsored
organizations to contract with Medicare to provide health care services to Medicare
beneficiaries and to engage in the other related activities described in this Article.

(c) __Each provider sponsored organization shall obtain a license from the
Department or shall otherwise be certified by the federal government prior to
establishing, maintaining, and operating a health care plan in this State for
Medicare + Choice beneficiaries. Nothing in this Article shall be construed to
authorize a provider sponsored organization to establish, maintain, or operate a
health care plan other than exclusively for Medicare + Choice beneficiaries.
"§131E-276. Definitions.

As used in this Article, unless the context clearly implies otherwise, the following
definitions apply:

(1) ‘Beneficiary’ or ‘beneficiaries’ means a beneficiary or beneficiaries
of the Medicare+ Choice program who are enrolled with the
provider sponsored organization (PSO) under the terms of a
contract between the PSO and the Medicare program.
‘Commissioner’ means the Commissioner of Insurance of North
Carolina.

‘Current _assets’ means cash, marketable securities, accounts

receivable, and other current items that will be converted into cash

within 12 months

!Current liabilities’ means accounts payable and other accrued

liabilities, including payroll, claims, and taxes that will need to be

paid within 12 months,

{Current ratio’ means the ratio of current assets divided by current

liabilities calculated at the end of any accounting period,

Department’ means the Department of Health and Human
ervices.

‘Emergency services’ shall have the same meaning as for that term

defined in . 58-50-61(a

‘Health care delivery assets’ means any tangible asset that is part of

a PSO operation, including hospitals, medical facilities, and their

ancillary equipment, and any property that may reasonably be

required for the PSO’s principal office or for any purposes that

may be necessary in the transaction of the business of the PSO
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(11)

House Bill 1455

‘Health plan contract’ or ‘Medicare contract’ means a PSQ’s direct
contract with the United States Department of Health and Human

ervices under section 1857 of the federal Social Security Act.
‘Out-of-network_services’ means health care items or services that

are covered services under a PSO’s Medicare contract and that are
provided to beneficiaries by health care providers that are not
participating providers in the PSQ’s network of health care
roviders. _
‘Parent of a sponsoring provider’ means the public or private
entity that owns or controls a controlling interest in the sponsoring
provider or that has the power to appoint a controlling number of
the governing board of a sponsoring provider or that has the power

to direct the management policy an ecisions of the sponsorin

provider.

‘Provider’ or ‘health care provider’ means: (i) any individual that
is engaged in the delivery of health care services and that is
required by North Carolina law or regulation to be licensed to
engage in the delivery of these health care services and is so
licensed; (ii) any entity that is engaged in the delivery of health
care services and that is required by North Carolina law or
regulation to be licensed to engage in the delivery of these health
care_services and is so licensed; or (iii) any entity that is owned or
controlled entirely by individuals or entities described in subparts
(i) or (ii) of this definition.

‘Provider sponsored organization’ or ‘PSQ’ means a public or
private entity domiciled in this State, including a business
corporation, a nonprofit corporation, a partnership. a limited
liability company, a professional limited liability company, a
professional corporation, a sole proprietorship, a public hospital, a
hospital authority, a hospital district, or a body politic; (i) that is
established, organized, and operated by sponsoring providers: (ii)
in which physicians licensed pursuant to Article 1 of Chapter 90 of
the General Statutes or to the laws of any state of the United States

omprise no less than fifty percent (50 of the governing board
r bod nless otherwise prohibited by law; and (iii) that provides

a_substantial proportion of the services under each Medicare

ontract _directl through the sponsorin rovider, The
requirement in _subpart (ii) of this definition shall not preclude
P hat _includes ax-exempt hospital from adoptin law

provision that provides a veto for the tax-exempt hospital over
actions of the PSO necessary to maintain the hospital’s tax-exempt
status. A PSO shall not be out of compliance with the

requirement in_subpart (ii) due to temporary vacancies on its
governing board or body. This subdivision applies only if a
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hospital licensed under Chapter 131E or Chapter 122C of the
General Statutes is the sponsoring provider or a member of the
group of affiliated health care providers that comprises the
sponsoring provider.

(14) ‘Secretary’ means the Secretary of the Department of Health and
Human Services, .

(15) ‘Sponsoring providers’ of a PSO means the health care provider
domiciled in this State that assumes, or group of affiliated health

care providers that directly or indirectly shares, substantial

financial risk in the PSO and that has at least a majority financial
interest in the PSO.

(16) ‘Substantial proportion of the services’ means at least seventy
ercent 0% or _si ercent (60%) for PSOs whose
beneficiaries reside primarily in rural areas, of the annual health
care expenditures.

(17) A health care provider is affiliated with another provider if

through contract, ownership, or otherwise, when: (i) one provider

directly controls, is controlled by, or is under common control with

the other provider; (ii) each provider participates in lawful
combination under which they share substantial financial risk for
the organization’s operation; (iii) both providers are part of a
controlled group of corporations as defined under section 1563 of

the Internal Revenue Code of 1986; or (iv) both providers are part
of an affiliated service group under section 414 of this Code.

ontrol is presumed if on arty _directly or indirectly owns

controls, or holds the power to vote, or proxies for, at least fifty-

one percent (51 of the voting or governance rights of another

28 "§ 131E-277. Direct or indirect sharing of substantial financial risk,

29 In order for sponsoring providers to directly or indirectly share substantial
30 financial risk in the PSQ, the PSO shall do one or more of the following:
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31 (1) Provide services under its Medicare contract at a capitated rate;

32 (2) Provide designated services or classes of services under its

33 Medicare contract for a predetermined percentage of premium or

34 revenue from the Medicare program;

35 (3) Use significant financial incentives for its sponsoring providers, as a

36 group to achieve specified cost-containment and utilization

37 management goals either by:

38 a. Withholding from all sponsoring providers a_substantial

39 amount of the compensation due to them, with distribution .
40 of that amount to the sponsoring providers based on

41 performance of all sponsoring providers in meeting the cost-

42 containment goals of the network as a whole; or v
43 . b. Establishing overall cost or utilization targets for the PSQ,

44 with __the sponsoring providers subject to subsequent
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substantial financial rewards or penalties based on group
performance in meeting the targets; or
(4) Agree to provide a complex or extended course of treatment that
requires the substantial coordination of care by sponsoring
providers in different specialties offering a complementary mix of
services, for a fixed, predetermined payment, when the costs of
that course of treatment for any individual patient can vary greatly
due to the individual patient’s treatment or other factors; or
(S) Agree to any other arrangement that the Department determines to
provide for the sharing of substantial financial risk by the
sponsoring providers.
"§ 131E-278. Applicability of other laws.

Unless otherwise required by federal law, provider sponsored organizations
licensed pursuant to the terms of this Article are exempt from all regulation under
Chapter S8 of the General Statutes. Plan contracts, provider contracts, and other
arrangements related to the provision of covered services by these licensed networks
or by health care providers of these PSOs when operating through these PSOs shall
likewise be exempt from regulation under Chapter S8 of the General Statutes.

"§ 131E-279. Approval.

(a) Unless otherwise required by federal law, the Department shall be the agency
of the State that shall license provider sponsored organizations that seek to contract
with the federal government to provide health care services directly to Medicare
beneficiaries under the Medicare + Choice program,

Provider sponsored organizations which have n granted a waiver pursuant
o 42 C 1395w-2 2) and which otherwise mee e requirements of the

PSO’s Medicare contract shall be deemed by the State to be licensed under this
Article for so long as the waiver or Medicare contract remains in effect. The
foregoing shall not limit the Department’s authority to regulate such PSOs and their
respective sponsoring providers and affiliated providers as may be permitted in 42
U.S.C. § 1395w-25(a)(2)(G) or the PSO’s Medicare contract.

(c) The Department shall license a PSO as a risk-bearing entity eligible to offer
health benefits coverage in this State to Medicare beneficiaries if the PSO complies
with the requirements of this Article. This license shall be granted or denied by the
Department not longer than 90 days after the receipt of a substantially complete
application for licgnsirig. Within 45 days after the Department receives an
application for licensing, the Department shall either notify the applicant that the
application_is substantially complete, or clearly and accurately specify in writing to
the applicant all additional specific information required by the applicant to make the
application a_substantially completed application. This agency response shall set
forth a date and time for a meeting within 30 days after it is sent to the applicant, at
which a representative of the Department will explain with particularity the
additional information required by the Department in the response to make the
application substantially complete. The Department shall be bound by the response
unless the Secretary determines that it must be modified in order to_meet the
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urposes of this icle. The Secretary shall not delegate the authority to modify the

response. If an applicant provides the additional information set forth in the
respons he application shall be considered substantially complete If th
Department has not acted on an application within 90 days after it is deemed
substantially complete, the Department shall immediately issue a license to the
applicant, and the licant shall be considered to have been licensed by the
Department. Any reapplication which corrects the deficiencies which were specified
by the Department in the response shall be approved by the Department.

d) For purposes of determining, under 42 US.C 1395w-25(a)(2)(B), or an
successor thereof, the date of receipt by the State of a substantially complete
application, the date the Department receives the applicant’s written response to the
agency response or an earlier date considered by the Department shall be considered
to be that date. The foregoing shall not limit the Department’s authority to consider

an _application not substantiall mplete under subsection (¢) of this section if the

applicant’s response to the response does not provide substantially the information

Pk
COWONAONNPBWN =
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16 specified in the response.
17 (e) A license shall be denied only after the Department complies with the

—
[0 ¢]

requirements of G.S. 131E-30S.

19 "§ 131E-280. Applicants for license.
20 Each application for licensing as a provider sponsored organization authorized to

N
—

do business in North Carolina shall be certified by an officer or authorized

22 representative of the applicant, shall be in a form prescribed by the Department, and
23 shall be set forth or be accompanied by the following:

24 (1) A _copy of the basic organizational document, if any, of the
25 applicant and each sponsoring organization that holds greater than
26 five percent (5 interest in the PSO, such as the articles of
27 incorporation, articles of organization, partnership agreement, trust
28 agreement, or other applicable documents, and all amendments
29 thereto;

30 (2) A _copy of the respective bylaws, rules and regulations, or similar
31 documents, if any, regulating the conduct of the internal affairs of
32 the applicant and each sponsoring provider which holds greater
33 han a fiv rcent 2) interest in the PSO;

34 (3) Copies of the document evidencing the arrangements between the
35 licant an ach sponsorin rovider that create th
36 relationships and obligations described in G,S. 131E-276(17);

37 (4) A list of the names, addresses, and official positions of persons who
38 are to be responsible for the conduct of the affairs of the applicant
39 and of each sponsoring provider that holds greater than a five
40 ercent (5 interest in the PSQ, respectively, includin 11
41 members of the respective boards of directors, boards of trustees,
42 executive committees, or_other governing boards or committees,
43 the principal officers in the case of a corporation, and the partners .
44 or members in the case of a partnership or association;
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A copy of any contract form made or to be made between any
class of providers and the PSO and a copy of any contract form
made or to be made between third-party administrators, marketing
consultants, or persons listed in subdivision (3) of this subsection
and the PSO;
A__statement generally describing the provider sponsored
organization, its sponsoring providers, its health care plan or plans,
facilities, and personnel;
A copy of the hospital license of each sponsoring provider that is a
hospital, a copy of the license to practice medicine of each
sponsoring provider or owner of a sponsoring provider that is a
licensed physician, and a copy of the health care service or facility
license held any other licensed sponsoring provider;
Financial statements showing the applicant’s assets, liabilities,
sources of financial support, and the financial statements of each
sponsoring provider that holds greater than a five percent (5%)
interest in the PSO showing the sponsoring provider’s assets,
liabilities, and sources of support, If the applicant’s or any such
nsoring provider’s financial affairs are audited independent
certified public accountants, a copy of the applicant’s or
sponsoring provider’s most recent regular certified financial
statement shall be considered to satisfy this requirement unless the
Department directs that additional or more recent financial
information is_required for the proper administration of this
Article;
If the licant’s obligations under G.S. 131E-282, 131E-283, 131E-
297, 131E-298, and 131E-299 are guaranteed by one or more
guarantors:
a. Documentation that each guarantor meets the following
requirements:
1 The guarantor is a legal entity authorlzed to_conduct
business in North Carolina,
2. The guarantor is not under federal bankruptcy or
State receivership or rehabilitation proceedings.
3.  The guarantor has a net worth, not including other
guarantees, intangibles, and restricted reserves. equal
hree times the amount of the PSQ’s guarante
b.  Financial statements showing each guarantor’s assets,
liabilities, and source of financial support.
If a_guarantor’s financial affairs are audited by independent
certified public accountants, a copy of the guarantor’s most
recent regular audited financial statement shall be
considered to satisfy this requirement unless the Department
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(10)

an
(a2)
(13)

directs that additional or more recent financial information

. is required for the proper administration of this Article.
The guarantee document, including a statement of the
financial obligation covered by the guarantee. an agreement
to unconditionally fulfill the financial obligations covered by
the guarantee, an agreement not to subordinate the
guarantee to any other claim on the resources of the
guarantor and a declaration that the guarantor must act on a
timely basis to satisfy the financial obligations covered by
the guarantee;

A financial plan, satisfactory to the Department, covering the first

12 months of operation under the PSO’s Medicare contract and

which meets the requirements of G.S. 131E-283. If the financial

plan_projects losses, the financial plan must cover the period

through 12 months bevond the projected breakeven;

A statement reasonably describing the geographic area or areas to

be served;

A description of the procedures to be implemented to meet the

protection against insolvency requirements of G.S. 131E-298; and

Any other information the Department may require to make the

determinations required in G.S. 131E-282.

|~

"§ 131E-281. Additional information.
(a) In addition to the information filed under G.S. 131E-280, each application
shall include a description of the following;

o)

B

B EBe

S

Th rogram e _used to evaluate whether the applicant’s

network of sponsoring providers and contracted providers is
sufficient, in numbers and types of providers, to assure that all
health care services will be accessible without unreasonable delay;

The program used to evaluate whether the sponsoring providers

provide a_substantial portion of services under each Medicare
contract of the PSO;

The program to be used for verifving provider credentials:

The utilization review program for the review and control of
health care services provided or paid for by the applicant;

The quality management program to assure quality of care and
health care services managed and provided through the health care
plan; and

The applicant’s network of sponsoring providers and contracted
providers and evidence of the ability of that network to provide all
health care services other than out-of-network services and
emergency services to the applicant’s prospective beneficiaries,

(b) The Department may promulgate rules and regulations exémgting from the

43 filing requirements of subsection (a) of this section those items it deems unnecessary.
44 "§ 131E-282. Issuance of license,

Page 8
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Before issuin PSO license, the Department mav make an examination or

investigation as_it deems expedient. The Department shall issue a license after
receipt of a substantially complete application and upon satisfaction of the following

requirements:
)

2

The applicant is duly organized as a provider sponsored
organization as defined by this Article.

The PSO has initially a minimum net worth of one million five
hundred thousand dollars ($1.500.000). In the event the PSO

submits a financial plan that demonstrates that the PSO does not
have to cr ut has or has available it an administrative
infrastructure that shall reduce the PSO’s start-up costs, the
Department may lower the initial minimum net worth required to

one million dollars 1.000,000) or to anv lower amount as

determined by the Department if the PSO operates primarily in

rural areas.

The PSO shall have at least seven hundred fifty thousand dollars
($750,000) in cash or equivalents on its balance sheet, except that

the Department may permit a PSO_operating primarily in rural

areas to have a lesser amount held in cash or equivalents on its
balance sheets.

The applicant submits a financial plan satisfactory to the
Department which covers the first 12 months of operation of the

PSO’s Medicare contract and which meets the requirements of
G.S, 131E-283. If the plan projects losses, the financial plan shall

cover the period through 12 months beyond projected breakeven.
The Department determines that the applicant has sufficient cash
flow to meet its obligations as they become due. In making that
determination, the Department shall consider the following:

The timeliness of payment;

The extent to which the current ratio is maintained at one
to_one, or whether there is a change in the current ratio
over a period of time: and

C. The availability of outside financial resources.

(Sl

b) In calculating the net worth of a PSO, the Department shall admit the

(08}

2)
K))]

House Bill 1455

One_hundred percent (100%) of the book val of health care

delivery assets on the balance sheet of the applicant.

One hundred percent (100%) of the value of cash and cash

equivalents on the balance sheet of the applicant,

If at least one million dollars ($1,000,000) of the initial minimum
net worth requirement is met by cash or cash equivalents, then one
hundred percent (100%) of the book value of the PSO’s intangible

ssets _up_to _twent ercent (20 of the minimum net worth
amount required. If less than one million dollars ($1.000.000) of

Page 9
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(4)

(5)

the initial minimum net worth requirement is met by cash or cash
equivalents or if the Department has used its discretion to reduce
the initial net worth requirement below one million five hundred
thousand dollars ($1,500,000), then the Department shall admit one
hundred percent (100%) of the book val f intangible assets of
the PSO up to_ten percent (10%) of the minimum net worth

amount required.

Standard accounting principles treatment shall be given to other
assets of the PSO not used in the delivery of health care for the
purposes of meeting the minimum net worth requirement.

Deferred acquisition costs shall not be admitted,

"§ 131E-283. Financial plan.
(a) The financial plan shall include the following:

)
(2)
(3)
(4
()]

- A detailed marketing plan;
Statements of revenue and expense on an accrual basis;

Cash flow statements:
Balance sheets; and

The assumptions and justifications in support of the financial plan.

(b) In the financial plan, the PSO shall demonstrate that it -has the resources
available to meet the projected losses for the entire period to breakeven, Except for
the use of guaranties as provided in subsection (¢) of this section, letters of credit as
provided in subsection (e) of this section. and other means as provided in subsection
(f) of this section, the resources must be assets on the balance sheet of the PSO in a
form_ that is either cash or convertible to cash in a timely manner, pursuant to the
financial plan.

(c) Guaranties shall be acceptable as a resource to meet projected losses, under
the following conditions:

Page 10

(0

For the first year of the PSO’s operation of the PSO’s Medicare
contract, the guarantor must provide the PSO with cash or cash
equivalents to fund the projected losses, as follows:

a, Prior to the beginning of the first quarter, in the amount of
the projected losses for the first two quarters;

b. Prior to the beginning of the second guarter, in the amount
of the projected losses through the end of the third quarter;
and

(R Prior to the beginning of the third quarter, in the amount of
the projected losses through the end of the fourth quarter,

If the guarantor provides the cash or cash equivalents to the PSO

in a timely manner _on the above schedule, this funding shall be

considered in compliance with the guarantor’s commitment to the
P In the third quarter, the PSO shall notify the Department if

the P intends to_reduce the period of funding of proiected

losses, The Department shall notify the PSO within 60 days of
receiving the PSO’s notice if the reduction is not acceptable,

House Bill 1455
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(3) If the above guaranty requirements are not met, the Department
may take appropriate action, such as requiring funding of projected
losses through means other than a guaranty. The Department
retains_discretion which shall be reasonably exercised to require
other methods or timing of funding, considering factors such as the
financial condition of the guarantor and the accuracy of the
financial plan,

(d) The Department may modify the conditions in subsection (c) of this section in
order to clarify the acceptability of guaranty arrangements.

e) An irrevocable, clean, unconditional letter of credit mayv be used as an
acceptable resource to fund projected losses in place of cash or cash_equivalents if
satisfactory to the Department,

If approved he Department sed on appropriate standards promulgated
by the Department, PSOs may use the following to fund projected losses for periods
after the first year: lines of credit from regulated financial institutions, legally binding
agreements for capital contributions, or other legally binding contracts of a similar
level of reliability. ‘

(g) The exceptions in_subsections (c), (d), and (e) of this section may be used in
an appropriate combination or sequence. :

"§ 131E-284. Modifications.

(a) A provider sponsored organization shall file a notice describing any significant
change in the information required by the Department under G.S, 131E-280. Such
notice shall be filed with the Department prior to the change. If the Department
does not disapprove within 90 days after the filing, this modification shall be
considered approved. Changes subject to the terms of this section include expansion
of service area, addition or deletion of sponsoring providers, changes in provider
contract forms, and group contract forms when the distribution of risk is significantly
changed, and any other changes that the Department describes in properly adopted
rules. Every PSO shall report to the Department for the Department’s information
material changes in_the network of sponsoring providers and affiliated providers of
services to beneficiaries enrolled with the PS the addition or deletion of an
Medicare contracts of the PSO or any other information the Department may require.
This information shall be filed with the Department within 15 days after
implementation of the reported changes. Every PSO shall file with the Department

all subsequent changes in the information or forms that are required by this Article to
be filed with the Department

The Department m dopt rules exempting from the filing requirements of
subsection (a) of this section those items it considers unnecessa

"§ 131E-285. Deposits.

At the time of application, the Department shall require_a deposit of one
hundred thousand dollars ($1 0) in cash or securities or a combination thereof

for all provider sponsored organizations, The deposits shall be included in the

calculations of a PSO’s or applicant’s net worth.

House Bill 1455 Page 11
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1 (b) _All deposits required by this section shall be restricted to use in the event of '
2 insolvency to hel sume continuation_of services or pay costs associ with
3 receivership or liquidation,

4 "§ 131E-286. Ongoing financial standards - net worth.

5 a) Beginning the first day of operation of the PSO and except as otherwise

6 provided in subsection (d) of this section, every PSO shall maintain a minimum net

7 worth equal to the greatest of the following amounts:

8 (1) One million dollars ($1.000,000);

9 (2) Two percent (2%) of annual premium revenues as reported on the
10 most recent annual financial statement filed with the Department
11 on the first one hundred fifty million dollars ($150.000,000) of
12 remium_and one percent (1%) of annual premium on the
13 premium__in excess of one hundred fifty million _dollars
14 ($150.000,000);

15 (3) An_amount equal to the sum of three months uncovered health
16 care expenditures as reported on the most recent financial
17 statement filed with the Department;

18 (4) An amount equal to the sum of:

19 a. Eight percent (8%) of annual health care expenditures paid
20 on noncapitated basis to nonaffiliated providers as
21 reported on the most recent financial statement filed with
22 the Department; and

23 b. Four _percent (4%) of annual health care expenditures paid
24 on a capitated basis to nonaffiliated providers plus annual
25 health car nditures paid on noncapitated basis to
26 affiliated providers; and

27 c. Zer rcen of annual health care enditures pai
28 on itat basi ffili roviders regardless of
29 downstream arrangements from the affiliated provider,

30 (b) In calculating net worth, liabilities shall not include fully subordinated debt or
31 subordinated liabilities. For purposes of this provision, subordinated liabilities are
32 claims liabilities otherwise due to providers that are retained by the PSO to meet net
33 worth requirements and are fully subordinated to all creditors.

34 (c) In calculating net worth for purposes of this section, the items described in
35 G.S. 131E-282(b) shall be admitted, except as follows:

36 (1) For intangible assets, if at least the greater of one million dollars
37 1,000,000) or sixty-seven percent (67%) of the ongoing minimum
38 net worth requirement is met by cash or cash equivalents, then the
39 Department shall admit the book _value of intangible assets up to
40 twen rcent (20%) of the minimum net worth amount required
41 If less than the greater of one million dollars ($1,000.000) or sixty-
42 ven rcen 67 of the ongoing minimum _net worth
43 4 requirement is met by cash or cash equivalents, then the
44 Department shall admit the book value of intangible assets up to

Page 12 House Bill 1455
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ten percent (10%) of the minimum net worth amount requir
and

(2) Deferred acquisition costs shall not be admitted.
(d) The Department may lower the minimum ongoing net worth threshold, and
the amount held in cash or cash equivalents for PSOs that operate primarily in rural

areas.
During the start- hase of the PSQO, the pre-break-even financial plan

requirements shall apply, _ After the point of break-even, the financial plan
requirement shall address cash needs and the financing required for the next three
years.

(f) If a PSO, or the legal entity of which the PSO is a component, did not earn a
net operating surplus during the most recent fiscal year, the PSO shall submit a
financial plan, satisfactory to the Department, meeting all of the requirements
established for the initial financial plan,

"§ 131E-287. Reporting.

(a) The PSO shall file with the Department financial information relating to PSO
solvency standards described in this Article, according to the following schedule:

(1)  On a quarterly basis until break-even; and

(2) n_an annual basis after break-even, if the PSO has a net
operating surplus: or '

(3) On a guarterly or monthly basis, as specified by the Department,
after break-even, if the PSO does not have a net operating surplus.

b) To _th nt not preempted by federal law or otherwise mandated by the
Medicare program, the PSO shall annually, on or before the first day of March of
each year, file in the office of the Secretary the following information for the previous
calendar year:

(1) The number of and reasons for grievances received from Medicare
beneficiaries enrolled with the PSO under the PSO’s Medicare
contract regarding medical treatment. The report shall include the
number of covered lives, total number of grievances categorized by
reason for the grievance, the number of grievances referred to the
second level grievance review, the number of grievances resolved
at each level and_ their resolution and a description of the actions
that are being taken to correct the problems that have been
identified through grievances received. Ev PSO shall file with
the Department, as part of its annual grievance report, a certificate
of compliance stating that the PSO _has established and follows, for
its Medicare contract, grievance procedures that comply with G.S.
131E-314.

(2) The number of Medicare beneficiaries enrolled with the PSO

under the PSO’s Medicare contract who terminated their
enrollment with the PSO for any reason.

(3) The number of provider contracts between the PSO and network
providers for the provision of covered services to Medicare

House Bill 1455 Page 13
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beneficiaries that were terminated and reasons for termination.

This information shall include the number of providers leaving the
PSO network and the number of new providers in the network.

The report shall show voluntary and involuntary terminations

separately.
Data _relating to the utilization, quality, availability, and
accessibility of service. The report shall include the following:

a. Information on the PSO’s program to determine the level of
network availability, as measured the numbers and S

of network providers, required to provide covered services

to_covered persons. This information shall include the

PSO’s methodology under its Medicare + Choice program

for;

1.  Establishing performance targets for the numbers and
types of providers by specialty, area of practice, or
primary care physicians, specialty care physicians,
nonphysician health care providers, hospitals, and
nonhospital health care facilities.

2. Determining when changes in PSO
Medicare + Choice program enrollees will necessitate
changes in the provider network,

The report shall also include: the availability performance targets
for the previous and current vears; the numbers and types of
providers currently participating in_the PSQ’s provider network;
and an evaluation of actual plan performance against performance
targets.
b. The PSO’s method for arranging or providing health care
services from nonnetwork providers, both within and outside
of its service area, when network providers are not available
to provide covered services,
Information _on _ the PSQO’s rogram ___ under __its
Medicare + Choice program to determine the level of
provider network accessibility necessary to serve _ its
Medicare enrollees. This information shall include the
PSO’s methodology for establishing performance_targets for
member access to covered services from primary care
physicians, specialty care physicians, nonphysician health
care providers, hospitals, and nonhospital health care
facilities. The methodology shall establish targets for:
1 The proximity of network providers to members, as
measured by member driving distance, to access

rimary_care, specialty care, hospital-based services
and services of nonhospital facilities,

[°
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2. Expected waiting time for appointments for urgent
care, acute care, specialty care, and routine services
for prevention and wellness.

The report shall also include: the accessibility performance
targets for the previous and current years:; data on actual
overall accessibility as measured by driving distance and
average appointment waiting time: and an evaluation of
actual Medicare+Choice plan _ performance against
performance targets, Measures of actual accessibility may be
developed using scientifically valid random _sample
techniques,
A _ statement of the PSQO’s methods and standards for
determining whether in-network services are reasonably
available and accessible to a Medicare enrollee for the
purpose of determining whether such enrollee should
receive the in-network level of coverage for services
received from a nonnetwork provider.

A _description of the PSO’s program to monitor the

adequacy of its network availability and accessibility

methodologies and performance targets. Medicare + Choice
plan performance, and network provider performance.

A summary of the PSO’s utilization review program

activities for the previous calendar year under _its

Medicare + Choice program. The report shall include the

number of: each type of utilization review performed,

noncertifications for each type of review. each type of
review appealed, and appeals settled in favor of Medicare

enrollees. The report shall be accompanied by a

certification from the carrier that it has established and

follows procedures that comply with G.S. 131E-314,

(5) Aggregate financial compensation data, including the percentage of
providers paid under a capitation arrangement, discounted fee-for-
service or salary, the services included in the capitation payment,
and the range of compensation paid by withhold or incentive
payments, This__information shall be submitted on a form
prescribed by the Department.

The nam I_gro

or_institutional nam f an individual provider may not be

disclosed pursuant to this_subsection. No civil liability shall arise from compliance
with the provisions of this subsection, provided that the acts or omissions are made in
40 good faith and do not constitute gross negligence, willful or wanton misconduct, or

intentional wrongdoing.

(c) Disclosure Requirements. -- To the extent not otherwise prohibited by federal
43 law or under the terms of the PSQ’s Medicare contract, each PSO shall provide the

House Bill 1455
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following applicable information Medicare beneficiaries _enrolled with the PSO

under the PSQ’s Medicare contract and bonafide prospective enrollees upon request:
(1) The evidence of coverage under the Medicare+ Choice plan

1

2

3

4 rovided the PSO to Medicare beneficiaries under the terms of
5 the PSQO’s Medicare contract;

6 (2) An explanation of the utilization review criteria and treatment
7 protocol under which treatments are provided for conditions
8 specified by the prospective enrollee, This explanation shall be in

9 writing if so requested;
10 (3) If denied a recommended treatment, written reasons for the denial
11 and an explanation of the utilization review criteria or treatment
12 protocol upon which the denial was based;
13 (4) The plan’s restrictive formularies or prior approval requirements
14 for obtaining prescription drugs, whether a particular drug or
15 therapeutic class of drugs is excluded from its formulary, and the
16 circumstances under which a nonformulary drug may be covered:
17 and

18 (5) The procedures and medically based criteria under the PSO’s
19 Medicare contract for determining whether a specified procedure,
20 test, or treatment is experimental,

21 d) Effective Jan 1, 1999, PSOs shall make the reports that are required under

22 subsection (b) of this section and that have been filed with the Department available
23 on their business premises and shall provide any Medicare beneficiary enrolled with
24 the PSO access to them upon request, unless otherwise prohibited by federal law or
25 under the terms of the PSO’s Medicare contract. :
26 (e) Every PSO licensed under this Article shall annually on or before the first day
27 of March of each vear, file in the office of the Secretary a sworn statement verified by
28 at least two of the principal officers of the PSO showing its condition on the thirty-
29 first day of December. then next preceding; which shall be in such form as the
30 Secretary shall prescribe, In case the PSO fails to file the annual statement as herein
31 required, the Secretary is authorized to suspend the license issued to the PSO until
32 the statement shall be properly filed,

33 "§ 131E-288. Liquidity.

34 (a) Each PSO shall have sufficient cash flow to meet its obligations as they
35 become due. In determining the ability of a PSO to meet this requirement, the
36 Department shall consider the following:

37 (1) The timeliness of payment;

38 (2) The extent to which the current ratio is maintained at one to one

39 or whether there is a change in the current ratio over a period of .
40 time; and

41 (3) The availability of outside financial resources.

42 The following corresponding remedies apply:
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(1) If the PSO fails to pay obligations as they become due, the
Department shall require the PSO to initiate corrective action to
pay all overdue obligations. A

(2) The Department may require the PSO to initiate corrective action

if either of the following is evident: (i) the current ratio declines

sionificantly; or (ii) there is a continued downward trend in the

current ratio. The corrective action may include a change in the
distribution of assets, a reduction of liabilities, or alternative
arrangements to secure additional funding requirements to restore
the current ratio to one to one,

(3) If there is a change in the availability of the outside resources. the
Department shall require the PSO to obtain funding from
alternative financial resources.

¢) Nothing in the foregoing liguidity requirements shall be interpreted to require
the PSO to maintain a current ratio of one to one if the PSO can demonstrate to the

Department that it is able to pay its obligations as they become due and the current
ratio maintained by the PSO has neither declined significantly nor is on a continued
downward trend.

"§ 131E-289. Minimum of net worth that must be in cash or cash equivalents.

(a) Except as otherwise provided in subsection (b) of this section, each PSO shall,
on_an ongoing basis, maintain a minimum net worth in cash or cash equivalents of
the greater of:

(1) Seven hundred fifty thousand dollars 00) cash or cash
equivalents; or
(2) Forty percent (40%) of the minimum net worth required.
The De ment may lower the threshold for minimum net worth held in cash
r cash equivalents by PSOs that operate primarily in rural areas
c) Cash or cash equivalents held to meet the net worth requirement shall be

current assets of the PSSO,
"§ 131E-290. Prohibited practice.

a) No provider sponsored organization or sponsoring provider, unless licensed as
an_insurer under Chapter 58 of the General Statutes mav use in its name, contracts

or literature any of the words ‘insurance’, ‘casualty’, ‘surety’, ‘mutual’, or any other
words descriptive of the insurance, casualty, or surety business or deceptively similar
to the name or description of any insurance or surety corporation doing business in
this State.

No_provider sponsored organization or sponsoring provider shall engage in

any activity or conduct which is prohibited by the terms of the PSO’s Medicare

contract.

(c) Unless otherwise preempted by federal law or mandated by the Medicare

rogram, a P shall not discriminate with respect to participation, reimbursement

or indemnification as to any provider who is acting within the scope of the provider’s
license or certification under applicable State law, solely on the basis of that license
or_certification. This subsection does not preclude a PSO from including providers

House Bill 1455 Page 17
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only to the extent necessary to meet the needs of the organization’s enrollees or from

establishing any measure designed to maintain quality and control costs consistent
with the responsibilities of the organization.
"§ 131E-291, Collaboration with local health departments.

A _provider sponsored organization and a local health department shall collaborate
and cooperate within available resources regarding health promotion and disease

prevention efforts that are necessary to protect the public health.
"§ 131E-292. Coverage

Provider sponsor rganizations subject to this Article shall provide covera
for the medically appropriate and necessary services specified under the PSQO’s
Medicare contract

b) _In the event a PSO’s Medicare contract or federal law, regulations, or rules

governing coverage by the PSO of items or services to Medicare beneficiaries permits
a PSO, sponsoring provider, or participating provider to object on moral or religious
grounds to providing an item or service to Medicare beneficiaries, it is the policy of
this State to permit this objection and allow the participating provider to refuse to
provide the item or service.

"§ 131E-293. Rates.

Rates charged rovider sponsored organizations to the Medicare program and
charges by PSOs and sponsoring providers for items or services to beneficiaries shall
be governed by the terms of the PSO’s Medicare contract.

"§ 131E-294. Consumer protection and guality standards.

Unless otherwise preempted by federal law or mandated by the Medicare
program, the Department shall apply to provider sponsored organizations the same
standards and requirements that the Department of Insurance applies to health

maintenance organizations under Chapter 58 of the General Statutes with respect to

the following consumer protection and quality matters:

(1) Quality management programs (11 NCAC 20.0500, et seq.);
(2 tilization review procedures ( G.S. 58-67-61 and G.S. 58-67-62);
(3) Unfair or deceptive trade practices (Article 63 of Chapter 58 of the
General Statutes);
(4) Antidiscrimination (G.S. 58-3-25(b) and (c), 58-3-120; 58-
and 58-67-75);
(5) Provider accessibility and availability (11 NCAC 20,030 S
(6) Network provider credentialing (11 NCAC 20.0400, et seq.); and
(1) Data reporting requirements under G.S. 58-67-50(e).

"§ 131E-295. Powers of insurers and medical service corporations.

Notwithstanding any provision of the insurance and hospital or medical service
corporation laws contained in Articles 1 through 67 of Chapter 58 of the General

tatutes, an insurer or a hospital or medical service corporation may contract with a

provider sponsored organization to provide insurance or similar protection against
the cost of care provided through provider sponsored organizations and their

sponsorin roviders eneficiaries and to provide coverage in the event of the

failure of the provider sponsored organization or its sponsoring providers to meet its
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obligations under the PSQ’s Medicare contract. The beneficiaries of a provider
sponsored organization constitute a permissible group under these laws. Among
other things, under these contracts, the insurer or hospital or medical service
corporation may make benefit payments to provider sponsored organizations for
health care services rendered by providers pursuant to the health care plan.

"§ 131E-296. Examinations.

The Department may make an examination of the affairs of any provider
sponsored organization and the contracts, agreements. or other arrangements
pursuant to its health care plan as often as the Department considers necessary for
the protection of the interests of the people of this State but not less frequently than
once every three years,

"§ 131E-297. Hazardous financial condition.

: Whenever the financial condition of an rovider sponsored organization
indicates a condition such that the continued operation of the provider sponsored
organization might be hazardous to its beneficiaries, creditors. or the general public,
then the Department may order the provider sponsored organization to take any
action that may be reasonably necessary to rectify the existing condition, including
one or more of the following steps:

(1) To reduce the total amount of present and potential liability for
benefits by reinsurance; .

(2) To reduce the volume of new business being accepted;

(3) To reduce the expenses by specified methods;

(4) To suspend or limit the writing of new business for a period of
time;

(5) To require an increase to_the provider sponsored organization’s
net worth by contribution;

(6) To add or delete sponsoring providers;

(7) To increase the amount of payments from the PSO which
sponsoring providers agree to forego; or

(8) To require additional guaranties from sponsoring providers or from

parents of sponsoring providers,
b) If the Department determines that the standards in G.S. 131E-286, 131E-288

and 131E-289 do not provide sufficient early warning that the continued operation of
any provider sponsored organization might be hazardous to its beneficiaries,
creditors, or the general public, the Department may adopt rules to set uniform
standards and criteria for such an early warning and to set standards for evaluating

the financial condition of anv provider sponsored organization, which standards shall
consistent with the pu es ressed in subsection of this section

"§ 131E-298. Protection against insolvency,
(a) The Department shall require deposits in_accordance with the provisions of
G.S. 131E-285. .

b) If rovider sponsored organization fails t omply with the net worth
requirements of G.S. 131E-286, the Department may take ropriate action to _assure

House Bill 1455 : Page 19
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that the continued operation of the provider sponsored organization will not be
hazardous to the beneficiaries enrolled with the PSO.

c) Ev rovider sponsored organization shall have and maintain at all times an
adequate plan for protection against insolvency acceptable to the Department, In
determining the adequacy of such a plan, the Department shall consider:

(1) A reinsurance agreement preapprove he Department coverin
excess loss, stop-loss, or catastrophies. The agreement shall
provide that the Department will be notified no less than 60 days
prior to cancellation or reduction of coverage:

A conversion policy or policies that will be offered by an_insurer
to the beneficiaries in the event of the provider sponsored
organization’s insolvency;

Legally binding unconditional guaranties by adequately capitalized
sponsoring provider _or adequately capitalized sponsoring
corporations of sponsoring providers;

Legally binding obligations of sponsoring providers to forego
payment for items or services provided by the sponsoring provider
in order to avoid the financial insolvency of the PSO;

Legally binding obligations of sponsoring providers or parents of
sponsoring providers to make capital infusions to the PSO; and

(6) Any other arrangements offering protection against insolvency that

the Department may require.
"§ 131E-299. Hold harmless agreements or special deposit.
Unless the PSO maintains a special deposit in accordance with subsection

of this _section, each contract between every PSO and a participating provider of
health care services shall be in writing and shall set forth that in the event the PSO
fails to pay for health care services as set forth in the contract, the Medicare
subscriber or beneficiary shall not be liable to the provider for any sums owed by the
PSO. No other provisions of these contracts shall, under any circumstances. change
the effect of this provision. No participating provider or agent, trustee, or assignee
thereof may maintain any action at law against a subscriber or beneficiary to collect
sums owed by the PSO.

b) In the event that the participating provider contract has not been reduced to
writing or that the contract fails to contain the required prohibition, the PSO shall
maintain a special deposit in cash or cash equivalent as follows:

(1) If at any time uncovered expenditures exceed ten percent (10%

total health care expenditures the PSO shall either:

a. Place an uncovered expenditures insolvency deposit with the
Department, or with any organization or trustee acceptable
to_the Department through which a custodial or controlled
account is maintained, cash or securities that are acceptable
to the Department. This deposit shall at all times have a

fair market value in_an amount of one hundred twenty
ercent (120% f the PSQO’s outstanding liability for
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uncovered expenditures for enrollees, including incurred but
not reported claims, and shall be calculated as of the first
day of the month and maintained for the remainder of the
month. If a PSO is not otherwise required to file a quarterly
report, it shall file a report within 45 days of the end of the
calendar quarter with information sufficient to demonstrate
compliance with this section; or

b. Maintain _adequate insurance or _a guaranty arrangement
approved in writing by the Department, to pay for any loss
to beneficiaries claiming reimbursement due to the
insolvency of the PSO. The Department shall approve a
guaranty arrangement if the guarantying organization is a
sponsoring provider, has been operating for at least 10 years
and bhas a net worth, including organization-related land,
buildings, and equipment of at least fifty million dollars

50,000.000). unless the Department finds that the approval

of this guaranty may be financially hazardous to
beneficiaries.

The deposit required under sub-subdivision a. of subdivision (1) of

this _subsection is an admitted asset of the PSO in the

determination of net worth. All income from these deposits or

trust accounts shall be assets of the PSO and may be withdrawn

from_ the deposit or account guarterly with the approval of the

Department;

A PSO that has made a deposit may withdraw_that deposit or any

art of the deposit if (i) a substitute deposit of cash or securities of

equal amount and value is made, (ii) the fair market value exceeds
the amount of the required d it, or (iii) the required deposit
under this subsection is reduced or eliminated, Deposits,
substitutions, or withdrawals may be made only with the prior
written approval of the Department:

The deposit required under sub-subdivision a. of subdivision (1) of
this section is in trust and may be used only as provided under this
section. The Department may use the deposit of an insolvent PSO
for administrative costs associated with administering the deposit
and payment of claims of enrollees of the PSO.

Whenever the reimbursements described in this section exceed ten percent

38 (10%) of the PSQ’s total costs for health care services over the immediately
39 preceding six _months, the PSO shall file a written report with the Department

0 containing th

4

41 of subdivision (1) of subsection (b) of this section no later than 30 business days from
42 the first day of the month. Upon an adequate showing by the PSO that the
43 requirements of this section should be waived or reduced, the Department may waive

House Bill 1455
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or reduce these requirements to an amount it deems sufficient to protect beneficiaries

of the PSO consistent with the intent and purpose of this Article.
"§ 131E-300. Continuation of benefits.

The Department shall require that each PSO have a plan for handling insolvency,
which plan allows for continuation of benefits for the duration of the contract period
for which premiums have been paid and continuation of benefits to beneficiaries who
are confined in an inpatient facility until their discharge or expiration of benefits. In
considering such a plan, the Department may require:

(1) Insuran over th enses to be paid for benefits after an
insolvency;
(2) Provisions in provider contracts that obligate the provider to
rovide services for the duration of the period after the PSQO’s
insolvency for which premium payment has been made and until
the beneficiaries’ discharge from inpatient facilities;

(3) Insolvency reserves as the Department may require;

(4) Letters of credit acceptable to the Department;

(5) Additional guaranties from a sponsoring provider of the PSO or
from the parent of a sponsoring provider;

(6) Legally bindin ligations of sponsoring providers forego
payvment from the PSO for services provided to beneficiaries in
order to avoid the insolvency of the PSO: and

(1) Any other arrangements to assure that benefits are continued as

specified.
"§ 131E-301. Insolvency.

a) In the event of an insolvency of a PSO upon order of the Department, all

providers that were sponsoring providers of the PSO within the previous 12 months
from the order of the Department shall. for 30 days er_the order, offer all
beneficiaries enrolled with the insolvent PSO covered services without charge other
than for any applicable co-payments. deductibles, or coinsurance permitted to be
charged to beneficiaries under the PSO’s Medicare contract,

b) If the Department determines that the sponsoring providers lack sufficient
health care delivery resources to assure that health care services will be available and
accessible to all of the beneficiaries of the insolvent PSO, then, in the event the
Health re Financing Administration of the United States Department of Health
and Human Services fails to make such allocations in a _timely manner, the
Department_shall allocate the insolvent PSO’s contracts for these groups among all
other PSOs that operate within a_portion of the insolvent PSO’s service area, taking
into consideration the health care deliv resources of h PSO. Each PSO to
which beneficiaries are so allocated by the Department shall offer such group or
groups that PSO’s existing coverage that is most similar to each beneficiary’s
coverage with the insolvent PSO at rates determined in accordance with the successor
PSO’s existing rating methodology.

¢) Taking into consideration the health care delivery resources of each such PSO

then in the event the Health Care Financing Administration of the U.S. Department

Page 22 House Bill 1455




O 00NV B W~

£ A A AR OWWWWWWWOWLWOWWINNNNNIODNNNODNODND P 2 2P R = =
L VWP OVOONOANUMBEWLWNFRPL,LOWVONNOOUMAWNPRL,LOWOWONOWMRAEWN=O

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997

of Health and Human Services fails to make such allocations in a timely manner, the
Department shall also allocate among all PSOs that operate within a portion of the
insolvent PSQO’s service area the insolvent PSQO’s beneficiaries who are unable to
obtain other coverage, Each PSO to which beneficiaries are so allocated by the
Department shall offer such beneficiaries that PSO’s existing coverage for individual
or_conversion coverage as determined by the beneficiary’s type of coverage in the
insolvent PSO at rates determined in accordance with the successor PSQO’s Medicare
contract,

"§ 131E-302. Replacement coverage.

(a) Any carrier providing replacement coverage with respect to hospital, medical,
or surgical expense or service benefits, within a period of 60 days from the date of
discontinuance of a prior PSO contract or policy providing these hospital, medical, or
surgical expense or service benefits, shall immediately cover_ all beneficiaries who
were validly covered under the previous PSO contract or policy at the date of
discontinuance and who would otherwise be eligible for coverage under the
succeeding carrier’s contract, regardless of any provisions of the contract relating to
hospital confinement or pregnancy.

(b) Except to the extent benefits for the condition would have been reduced or
excluded under the prior carrier’s contract or policy, no provision in a succeeding
carrier’s contract of replacement coverage that would operate to reduce or exclude
benefits on the basis that the condition giving rise to benefits preceded the effective
date of the succeeding carrier’s contract shall be applied with respect to those
beneficiaries validly covered under the prior carrier’s contract on the date of
discontinuance. :

"§ 131E-303, Incurred but not reported claims.

a) Every PSO shall, when determining liability, include an amount estimated in
the aggregate to provide for any unearned premium and for the payment of all claims
for health care expenditures that have been incurred, whether reported or
unreported, that are unpaid and for which such PSO is or may be liable: and to
provide for the expense of adjustment or settlement of such claims.

(b) __These_liabilities shall be computed in accordance with rules adopted by the
Department upon_reasonable consideration of the ascertained experience and
character of the PSO
"§ 131E-304. Suspension or revocation of license.

(a) The Department may suspend, revoke. or refuse to renew a PSO license if the
Department finds that the PSO:

) 1 rating significantly in contravention of its basic organizational
documen r in_a manner contra o__that described in and
reasonably inferred from any other information submitted under
G.S. 131E-280, unless amendments to these submissions have been
filed with and approved by the Department;

(2) Issues evidences of coverage or uses a_schedule of premiums for
health care services that do not comply with Medicare or Medicaid
program requirements as applicable:
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(3) No longer maintains_the financial reserve specified in G.S, 131E-

286 or is no longer financially responsible and may reasonably be
expected to be unable to meet its obligations to beneficiaries or
prospective beneficiaries;
Knowingly or repeatedly fails or refuses to comply with any law or
rule applicable to the PSO or with any order issued by the
Department after notice and opportunity for a hearing;
Has knowingly made to the Department any false statement or
report;
Has sponsoring providers that fail to provide a substantial
proportion of the services under any health plan during any 12-
month period;
Has itself or through any person on its behalf advertised or
merchandised its items or services in an untrue, misrepresentative,
misleading, or unfair manner;
If continuing to operate would be hazardous to beneficiaries; or
Has otherwise substantially failed to comply with this Article.

(b) A license shall be suspended or revoked only after compliance with G.S.
131E-3085.

¢) When a PSO license is suspended, the PSQO shall not, during the suspension

enroll any additional beneficiaries and shall not engage in any advertising or
solicitation

(d) When a PSO license is revoked, the PSO shall proceed, immediately following
the effective date of the order of revocation, to wind up its affairs and shall conduct
no further business except as may be essential to the orderly conclusion of the affairs
of the PS The P hall engage in no advertising or solicitation, The Departmen
may, by written order, permit any further operation of the PSO that the Department
may find to be in the best interest of beneficiaries, to the end that beneficiaries will
be afforded the greatest practical opportunity to obtain continuing health care
coverage. :

"§ 131E-305, Administrative procedures.

When the D ment has cause to believe that grounds for the denial of an
application for a license exist, or that grounds for the suspension or revocation of a
license exist, it shall notify the provider sponsored organization in writing specifically
stating the grounds for denial, suspension, or revocation and fixing a time of at least
30 days thereafter for a hearing on the matter.

(b) After this hearing, or upon the failure of the provider sponsored organization
to appear at this hearing, the Department shall take the action it considers advisable
or make written findings that shall be mailed to the provider sponsored organization.
The action of the Department shall be subject to review by the Superior Court of
Wake County. The court may, in disposing of the issue before it, modify, affirm. or
reverse the order of the Department in whole or in part.
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The provisions of Chapter 150B of the General Statutes apply to proceedings
under_this section he extent that they are not in conflict with subsections and

(b) of this section.
"§ 131E-306. Department of Insurance.

At the request of the Department, the Department of Insurance may evaluate a
PSO’s_compliance with any or all of the solvency requirements set forth in this
Article, If the Department of Insurance accepts the request, it shall undertake the
evaluation in accordance with this Article and regulations adopted pursuant to it and
shall report its evaluation to the Department in a timely manner. Nothing in this
section limits the Department’s final authority to license PSOs in accordance with
this Article,

"§ 131E-307. Penalties and enforcement.
a) The provisions of G. 8-2-70, modifie replace the word ‘Commissioner’

by the word ‘Department’, applies to this Article. The Department may, in addition
to or in lieu of suspending or revoking a license under G.S. 131E-304. proceed under
G.S, 58-2-70, as so modified, provided that the provider sponsored organization has a
reasonable time within which to remedy the defect in its operations that gave rise to
the procedure under G.S. 58-2-70.

(b) Any person who violates this Article shall be guilty of a Class 1 misdemeanor.

(c) If the Department shall for any reason have cause to believe that any violation
of this Article has occurred or is threatened, the Department may give notice to the
provider sponsored organization and to the representatives or other persons who
appear to be involved in such suspected violation to arrange a conference with the
alleged violators or their authorized representatives for the purpose of attempting to
ascertain the facts relating to such suspected violation, and, in the event it appears
that any violation has occurred or is threatened, to arrive at an adequate and effective
means of correcting or preventing such violation.

Proceedings under this subsection shall not be governed by any formal procedural
requirements and may be conducted in such manner as the Department may deem
appropriate under the circumstances.

d The Department may issue an order directing a_ provider sponsored
organization or a representative of a provider sponsored organization to cease and
esist from engaging in any act or practice in violation of the provisions of this
Article _

Within 30 days r service of the order of cease and desist, the respondent ma
request a hearing on the question of whether acts or practices in violation of this

icle have occurr These hearings shall onducted pursuant to Chapter 150B
of th eneral es, and judicial review shall be available as provided this

Chapter,

(e) In the case of any violation of the provisions of this Article, if the Department
elects not to issue a cease and desist order, or in the event of noncompliance with a
cease and desist order issued pursuant to subsection (d) of this section, the
Department may institute a proceeding to obtain injunctive relief, or seeking other
appropriate relief, in the Superior Court of Wake County,
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"§ 131E-308. Statutory construction and relationship to other laws.

a) Exce s otherwise provided in this Article, provisions of the insurance laws
and provisions of hospital or medical service corporation laws shall not be applicable
to any provider sponsored organization granted a license under this Article or to its
sponsoring providers when operating under such a license. This provision shall not
apply to an insurer or hospital or medical service corporation licensed and regulated
pursuant to the insurance laws or the hospital or medical service corporation laws of
this State except with respect to_its provider sponsored organization activities
authorized and regulated pursuant to this Article,

olicitation of beneficiaries by a provider sponsor rganization granted
license, or its representatives, shall not be construed to violate any provision of law
relating to solicitation or advertising by health professionals or health care providers.

c) Any provider sponsored organization licensed under this Article shall not be
considered to be a provider of medicine or dentistry and shall be exempt from the
provisions of Chapter 90 of the General Statutes relating to the practice of medicine
and dentistry; provided, h: ver, that this exemption does not ly to individual
providers under contract with or employed by the provider sponsored organization or
sponsoring providers or to the sponsoring providers.

(d) Except as otherwise limited by this Article, a PSO may organize in the same
manner and may exercise the same prerogatives, powers and privileges as other
entities that are organized and existing under the same laws as the PSO.

"§ 131E-309. Filings and reports as public documents.

Except for information that constitutes a bona fide trade secret, proprietary
information or competitively sensitive information of a sponsoring provider or parent
of a sponsoring provider, all applications. filings. and reports required under this
Article shall be treated as public documents.

"§ 131E-310. Confidentiality of medical information,

Any data or information pertaining to the diagnosis, treatment, or health of any
beneficiary or applicant obtained from the person or from any provider by any
provider sponsored organization or by any provider acting pursuant to its provider
contract with a provider sponsored organization shall be held in confidence and shall
not be disclosed to any person except to the extent that it may be necessary to carry
out the purposes of this Article: or upon the express consent of the beneficiary or

licant; or pursuan atute or court order for the production of evidence or the
discovery thereof; or in the event of claim or litigation between such person and the
provider sponsored organization wherein such data or information is pertinent, A
provider sponsored organization shall be entitled to claim any statutory privileges
against such disclosure which the provider who furnished such information to the
provider sponsored organization is entitled to claim,

"§ 131E-311, Conflicts; severability,

To the extent that the provisions of this Article may be in conflict with any other
provision of this Chapter, the provisions of this Article shall prevail and apply with
respect to provider sponsored organizations, Notwithstanding the absence of adopted
rules, the Department shall continue to process applications for provider sponsored
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organization licenses as described in this Article. If any section, term, or provision of
this Article shall be adjudged invalid for any reason, these judgments shall not affect,
impair, or_invalidate any other section, term, or provision of this Article, but the
remaining sections, terms, and provisions shall be and remain in full force and effect.
"§ 131E-312. Regulations.
This Article shall be self-implementing. No later than six months after the date of
nactment of this icle, the Department may adopt rules consistent with this Article
to authorize and regulate provider sponsored organizations to contract directly with
the federal Medicare program to provide health care services to the beneficiaries of
such programs, _ The Department shall issue permanent rules and, may issue
temporary rules, to the extent these rules may be necessary. The Department shall
limit its regulation of provider sponsored organizations to the licensing and regulating
of these organizations as risk bearing entities contracting directly with the Medicare

program and to the consumer protection and quality standards as provided in G.S.
131E-294, and shall not regul ny _matters scribed in 42 S 1395W-

26(b)(3), or any successor thereof.

"§ 131E-313. Utilization review and grievances,
Unless otherwise preempted by federal law or mandated by the Medicare program,
the provisions of 8-50-61 and G.S. 58-50-62 apply to a PSO licensed under this

Article as if the PSO was an ‘insurer’ under those sections, except that the

Department rather than the Commissioner of Insurance shall regulate PSO’s
compliance with those sections."

Section 2. G.S. 58-67-10(b) reads as rewritten:

"(b) (1) It is specifically the intention of this section to permit such persons
as were providing health services on a prepaid basis on July 1,
1977, or receiving federal funds under Section 254(c) of Title 42,
U.S. Code, as a community health center, to continue to operate in
the manner which they have heretofore operated.

(2) Notwithstanding anything contained in this Article to the contrary,
any person can provide health services on a fee for service basis to
individuals who are not enrollees of the organization, and to
enrollees for services not covered by the contract, provided that
the volume of services in this manner shall not be such as to affect
the ability of the health maintenance organization to provide on an
adequate and timely basis those services to its enrolled members
which it has contracted to furnish under the enrollment contract.

(3) This Article shall not apply to any employee benefit plan to the
extent that the Federal Employee Retirement Income Security Act
of 1974 preempts State regulation thereof.

(3a) This Article does not apply to any prepaid health service or
capitation arrangement implemented or administered by the
Department of Health and Human Services or its representatives,
pursuant to 42 U.S.C. § 1396n or Chapter 108 A of the General

Statutes, a_provider sponsored organization or other organization
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certified, qualified, or otherwise approved by the Department of
Health and Human Servic ursuant to Article 17 of Chapter
131E of the General Statutes, or to any provider of health care
services participating in such a prepaid health service or capitation
arrangement. Article; provided, however, that to the extent this
Article applies to any such person acting as a subcontractor to a
Health Maintenance Organization licensed in this State, that
person shall be considered a single service Health Maintenance
Organization for the purpose of G.S. 58-67-20(4), G.S. 58-67-25,
and G.S. 58-67-110. |

(4) Except as provided in paragraphs (1), (2), (3), and (3a) of this
subsection, the persons to whom these paragraphs are applicable
shall be required to comply with all provisions contained in this
Article."”

Section 3. G.S. 90-21.22A reads as rewritten:

“§ 90-21.22A. Medical review committees.

(a) As used in this section, "medical review committee” means a committee
composed of health care providers licensed under this Chapter that is formed for the
purpose of evaluating the quality of, cost of, or necessity for health care services,
including provider credentialing. "Medical review committee" does not mean a
medical review committee established under G.S. 131E-95.

(b) A member of a duly appointed medical review committee who acts without
malice or fraud shall not be subject to liability for damages in any civil action on
account of any act, statement, or proceeding undertaken, made, or performed within
the scope of the functions of the committee.

(c) The proceedings of a medical review committee, the records and materials it
produces, and the materials it considers shall be confidential and not considered
public records within the meaning of 6-5—132-+ G,S. 132-1, 131E-309, or &5 58-2-
100; and shall not be subject to discovery or introduction into evidence in any civil
action against a provider of health care services who directly provides services and is
licensed under this Shapter-or Chapter, a PSO licensed under Article 17 of Chapter
131E of the General Statutes, or a hospital licensed under Chapter 122C or Chapter
131E of the General Statutes or that is owned or operated by the State, which civil
action results from matters that are the subject of evaluation and review by the
committee. No person who was in attendance at a meeting of the committee shall be
required to testify in any civil action as to any evidence or other matters produced or
presented during the proceedings of the committee or as to any findings,
recommendations, evaluations, opinions, or other actions of the committee or its
members. However, information, documents, or records otherwise available are not
immune from discovery or use in a civil action merely because they were presented
during proceedings of the committee. A member of the committee may testify in a
civil action but cannot be asked about his or her testimony before the committee or
any opinions formed as a result of the committee hearings.
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(d) This section applies to a medical review committee, including a medical
review committee appointed by one of the entities licensed under Articles 1 through
67 of Chapter 58 of the General Statutes.

(e) Subsection (c) of this section does not apply to proceedings initiated under
&-5—58-50-61-0r-G-5—58-50-62- G.S. 58-50-61, 58-50-62, or 131E-313."

Section 3.1. Nothing in this act shall obligate the General Assembly to
appropriate funds to implement this act.
Section 4. This act is effective when it becomes law.

]
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SENATE BILL 400*
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97

Short Title: Mental Health Parity. (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-51-55. The plan may

use a case management program in accordance with G.S. 58-51-55,
Section 2. G.S. 58-51-55 reads as rewritten:

"§ 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 -
BSM-3-R DSM-IV or the International Cla551f1cat10n of Diseases ICD/9/CM, or a
later edition of those manuals.
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(b) No insurance company licensed in this State under the-previsions-ofArtieles+
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.

(¢) Nothing in this section prevents any insurance company from excluding from
coverage any physical illness or injury er—mental—iHness or chemical dependency
which has existed previous to coverage of the individual by the insurance company or
from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mental—iHness—or
chemical dependency '

d) Every insurer that writes a policy or contract of group or blanket health
insurance or_ group or blanket accident and health insurance 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 limits as are benefits for physical illness
generally. For purposes of this subdivision, ‘limits’ includes durational limits,
deductibles. coinsurance factors. copayments, maximum out-of-pocket limits, annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.

(e) An insurer may use a case management program for mental illness benefits to
evaluate and determine medically necessary and medically appropriate care and
treatment for each patient, provided that the program complies with rules adopted by
the Commissioner of Insurance.  These rules shall ensure that case management
programs are not designed to avoid the requirements of this section concerning parity
between the benefits for mental illness and those for physical illness generally.

Subsections (d) and (e) of this section apply only to group health insurance
contracts covering 5 or more employees. The remainder of this section applies only to
group health insurance contracts covering 20 or more employees.

(g) Subsections (d) and (e) of this section shall not apply to a policy or contract if
the insurer demonstrates to the Commissioner that compliance has increased the cost
of the policy by two percent (2%) or more on an annual basis."

Section 3. 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
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(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 hespitel;—medieal;—dental-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.

(c) Nothing in this section prevents any hospital or medical plan from excluding
from coverage any physical illness or injury er-mentaliHress or chemical dependency
which has existed previous to coverage of the individual by the hospital or medical
plan or from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mental-iHness—or
chemlcal dependency

d Eve roup insurance certlflcate or_grou subscrlber contract under a hos 1ta1

or medical plan subject to this Article 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 limits as are benefits for physical illness generally. For purposes of this
subsection, ‘limits’ includes durational limits, deductibles. coinsurance factors
eopaments, maximum out-of-pocket limits, annual and lifetime dollar limits, and any
other dollar limits or fees for covered. services. :

(e) The service corporation may use a case management program for mental illness
benefits to evaluate and determine medically necessary and medically appropriate
care and treatment for each patient. provided that the program complies with rules
adopted by the Commissioner of Insurance. These rules _shall ensure that case
management programs are not designed to avoid the requirements of this section
concerning parity between the benefits for mental illness and those for physical illness
generally.

Subsections (d) and (e) of this section applv only to group contracts covering 5
or more employees. The remainder of this section applies only to group contracts
covering 20 or more employees.

(g) Subsections (d) and (e) of this section shall not apply to a subscriber contract

or certificate if the service corporation demonstrates to the Commissioner that

Senate Bill 400 X : ' Page 3
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compliance has increased the cost of the contract or certificate by two percent (2%)

or more on an annual basis."
Section 4. 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.

(¢) Nothing in this section prevents any health maintenance organization from
excluding from coverage any physical illness or injury er—mental-+lness or chemical
dependency which has existed previous to coverage of the individual by the health
maintenance organization or from refusing to issue or deliver to that individual any
policy because of the underwriting of any physical condition whether or not related
to men-t-a-l-—rl-}ﬁess-ef chem1ca1 dependency

d) Eve health maintenance or anization that issues a health care plan on a

group basis for medical and hospitalization care 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 limits as are benefits for physical illness generally. For purposes

of this subsection, ‘limits’ includes durational limits, deductibles, coinsurance factors

copayments, maximum out-of-pocket limits, annual and lifetime dollar limits, and any

other dollar limits or fees for covered services.

(e) A health maintenance organization may use a case management program for
mental illness benefits to evaluate and determine medically necessary and medically
appropriate care and treatment for each patient, provided that the program complies
with rules adopted by the Commissioner of Insurance. These rules shall ensure that

case management programs are not designed to avoid the requirements of this section

concerning parity between the benefits for mental illness and those for physical illness

generally.
This section applies only to group contracts covering five or more employees.
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Subsections (d) and (e) of this section shall not apply to a health care plan if

the HMO demonstrates to the Commissioner that compliance has increased the cost
of the plan by two percent (2%) or more on an annual basis."

Section 5. This act is effective when it becomes law and applies to
contracts issued, delivered, or renewed on or after January 1, 1998. This act expires
October 1, 2001. ‘

Senate Bill 400 Page S
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SENATE BILL 400*
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97
Proposed House Committee Substitute S400-PCS9602-RN006

Short Title: Mental Health Parity. | (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-3-220. The plan may

use a case management program in accordance with G.S. 58-3-220."
Section 2.(a) The following are repealed: G.S. 58-51-55(b1) and (c), 58-

65-90(b1) and (c), and 58-67-75(b1) and (c).
(b) G.S. 58-51- 55(d) reads as rewrltten
"(d) Apphcablhty -- Sub ett

section applies only to group health insurance contracts covering 20 or more
employees. For purposes of this section, ‘group health insurance contracts’ include
MEWA:G, as defined in G.S. 58-49-30(a)."

(c) G.S. 58-65-90(d) reads as rewritten:
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"(d) Apphcablhty - Sabsee&en—(bﬁ—ef—ﬂm—eeeﬁefﬁepphes—eﬁy—ie—wbseﬁbef

¢ This section

apphes only to group contracts covering 20 or more employees."
(d) G.S. 58-67-75(d) reads as rewritten:

"(d) Apphcablhty - Subsee&en—éb—l)—ef—fh&s—eeeﬁen—amaﬁes—en&y—te—gre&p

his section

apphes only to group contracts covering 20 or more employees
Section 3. Chapter 58 of the General Statutes is amended by adding the

follow1ng new section to read:

"§ 58-3-220. Mental illness benefits coverage.

(a) Mental Parity Requirement. -- A health insurer shall provide in each group
health benefit plan benefits for the necessary care and treatment of mental illness that
are_no less favorable than benefits for physical illness generally. Benefits for
treatment of mental illness shall be subject to the same limits as benefits for physical
illness generally. For purposes of this subdivision, ‘limits’ includes durational limits,
deductibles, coinsurance factors, co-payments, maximum out-of-pocket limits, annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.
eighted Averages. -- If the plan contains annual limits, lifetime limits, co-
payments, deductibles, or coinsurance 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 insurer may impose limits on the mental
health benefits based on a weighted average of the respective annual, lifetime, co-
pavment, deductible, or coinsurance limits on the selected physical illness and injury

benefits, The weighted average shall be calculated in accordance with rules adopted

by the Commissioner,

(c) Case Management. -- An insurer may use a case management program for
mental illness benefits to evaluate and determine medically necessary and medically
appropriate care and treatment for each patient, provided that the program complies
with rules adopted by the Commissioner of Insurance. _These rules shall ensure that
case management programs are not designed to avoid the requirements of this section
for parity between the benefits for mental illness and those for physical illness
generally.

(d) Exceptions. -- This section does not apply to either of the following:

(1) A _group health benefit plan covering fewer than five employees.

(2) Any other group health benefit plan if the insurer demonstrates to
the Commissioner that compliance with this section has increased
the cost of the policy by two percent (2%) or more on an annual
basis. If the group health plan or contract granted an exemption
under this section nevertheless wants to offer limited mental illness
benefits coverage and there are 50 or more employees in the plan,
the plan may not provide a lesser lifetime or annual dollar
limitation than is provided under the plan for physical illness
generally, unless providing parity in annual and lifetime limits
increases the plan’s cost by one percent (1%) or more.

Page 2 Senate Bill 400
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(e) Definitions. -- As used in this section:

‘Health benefit plan’ has the same meaning as in G.S. 58-3-190 and
includes a blanket health policy or blanket accident and health
policy.

‘Insurer’ has the same meaning as in G.S. 58-3-190.

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

a_diagnosis found in the Diagnostic and Statistical Manual of
Mental Disorders DSM-IV or the International Classification of

Diseases ICD/9/CM. or a later edition of those manuals."

10 Section 4. This act becomes effective January 1, 1999, and applies to
11 contracts issued, delivered, or renewed on or after that date. This act expires

12 October 1, 2002.
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AGENDA

HOUSE INSURANCE COMMITTEE
Subcommittee On Health

July 29, 1998

Room 1228 LB
15 Minutes after Session

I. OPENING REMARKS

Representafive Daniel F. McComas, Chairman
Subcommittee on Health

II. BILLS TO BE CONSIDERED

SB 400, Mental Health Parity.

III. ADJOURNMENT



HOUSE INSURANCE
SUBCOMMITTEE ON HEALTH
MINUTES

July 29, 1998

The House Insurance/Subcommittee on Health met on July 29, 1998, 15 minutes after Session in
Room 1228 of the Legislative Building.

Representative Daniel F. McComas, Chairman, presided, and the following members were
present:

Representatives: Barbee, Cole, Dickson, Esposito, Hardy, Hensley, Ives, Luebke,
Miller, Preston, Russel and Wright. Representative Dockham, Chairman of the
House Insurance Committee, was also present.

Visitors present were as follows: (see Attachment 1).

Staff Counsel Linda Attarian, Linwood Jones and Ed Rossi were present to assist the
Subcommittee.

Chairman McComas called the meeting to order, introduced the Pages and Sergeant-at-Arms
serving the Subcommittee and welcomed guests. After some instructions concerning the
procedures for the meeting, the following bill was considered:

Pensions and Retirement and Insurance Committee Substitute for SB 400, An Act
To Require Parity In Health Insurance For Mental Illness. (see Attachment 2) The
proposed House Committee Substitute for SB 400 was before the Subcommittee
for discussion (see Attachment 3): Representative McComas introduced the
following members of the audience to speak on the bill:

1. Beth Melcher, Director of NOMI North Carolina, spoke in favor of the bill.

2. Mike Herman, Assistant General Counsel with the Health Insurance
Association of America, spoke in opposition to the bill.

3. Marlyn Webb who suffers with Bipolar Disorder spoke in favor of the bill.

4. Dr. Windy McLeod, a Medical Director with Blue Cross/Blue Shield of
North Carolina, spoke in opposition to the bill.

5. Polly Williams, standing in for Evelyn Brendel with the AARP State
Legislative Committee, read Ms. Brendel’s remarks which were in favor of
the bill.



Minutes Continued
Page 2

6. Perri Morgan with the National Federation of Independent Businesses spoke
in opposition to the bill.

7. Theo Pitt, President of the Mental Health Association in North Carolina,
spoke in favor of the bill.

8. Graham Blanton with Mid South Life Insurance Company spoke in
opposition to the bill.

9. Dan Hill with Hill Chesson Associates spoke in opposition to the bill.

After their remarks, each speaker entertained questions from the Subcommittee. Perri Morgan
was instructed to provide further information to the Subcommittee regarding how many
employees and employers of the National Federation of Independent Businesses would be
affected statewide by the bill’s more stringent requirements on employers covering more than 50
employees. Graham Blanton was instructed to provide further information to the Subcommittee
regarding how much Mid South Life Insurance Company’s small group plans for mental health
coverage raised their monthly premium in percentage or dollars.

Linwood Jones, Subcommittee Counsel, was instructed to provide the Subcommittee with the
type of mental health plan the State of Georgia has for their review.

Ron Bachman, an Actuary with Price, Waterhouse, Coopers, was recognized to entertain any
questions from the Subcommittee.

No action was taken on the bill during this meeting.

Representative Dickg§on, the /neeting adjourned at 5:15 p.m.

@% A

lw Mc omas JaneM “Dee” Bagley // ﬂ

Subcommittee Clerk
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VISITOR REGISTRATION SHEET

House Subcommittee on Health

July 29, 1998
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997 |

SENATE BILL 400*
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97
Proposed House Committee Substitute S400-PCS9602-RN006

Short Title: Mental Health Parity. (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED ]
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-3-220. The plan may

use a case management program in accordance with G.S, 58-3-220."
Section 2.(a) The following are repealed G.S. 58-51-55(b1) and (c), 58-
65-90(b1) and (c), and 58-67-75(b1) and (c). ,
(b) G.S. 58-51- 55(d) reads as rewrrtten
"(d) Apphcabrhty - Sv et

section applies only to group health insurance contracts covermg 20 or more
employees. For purposes of this section, ‘group health insurance contracts’ include
MEWA:s, as defined in G.S. 58-49-30(a)."

(c) G.S. 58-65-90(d) reads as rewritten:
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1 "(d) Applicability. -- ' .
2 econtracts—eovermnes—more—than—50—empley —TF ematnde This section
3 applies only to group contracts covering 20 or more employees." :
4 (d) G.S. 58-67-75(d) reads as rewritten:
5 "(d) Applicability. -- Subseeton—(bi—of—this—seeton—apphes—only—to—group
6 econtraeti—eovertHg—me ran—50—employees—The—remainder rs This section
7 applies only to group contracts covering 20 or more employees."
8 Section 3. Chapter 58 of the General Statutes is amended by adding the
- 9 following new section to read: '
10 "§ 58-3-220. Mental illness benefits coverage. ,
11 (a) Mental Parity Requirement. -- A health insurer shall provide in each group

—
[\8)

health benefit plan benefits for the necessary care and treatment of mental illness that

are no less favorable than benefits for physical illness generally. Benefits for

treatment of mental illness shall be subject to the same limits as benefits for physical
illness generally, For purposes of this subdivision, ‘limits’ includes durational limits,

[0 NN
w AW

16 deductibles, coinsurance factors, co-payments, maximum out-of-pocket limits, annual
17 and lifetime dollar limits, and any other dollar limits or fees for covered services.

18 b) Weighted Averages. -- If the plan contains annual limits, lifetime limits, co-
19 payments, deductibles, or coinsurance only on_selected physical illness and injury
20 benefits, and these benefits do not represent substantially all of the physical illness
21 and_injury benefits under the plan, the insurer may impose limits on the mental
22 health benefits based on _a weighted average of the respective annual, lifetime, co- .
23 pa nt, deductible, or coinsurance limits on the selected physical illness and inju
24 benefits, The weighted average shall be calculated in accordance with rules adopted
25 by the Commissioner.

26 c) Case Management. -- An _insurer may use a_case management program for
27 mental illness_benefits to evaluate and determine medically necessary and medically
28 appropriate care and treatment for each patient, provided that the program complies
29 with rules adopted h mmissioner of Insuran These rules shall ensure that
30 case management programs are not designed to avoid the requirements of this section
31 for parity between the benefits for mental illness and those for physical illness
32 generally. ' '

33 d) Exceptions. -- This section does not.apply to either of the following:

34 (1) A _group health benefit plan covering fewer than five employees.

35 (2) Any other group health benefit plan if the insurer demonstrates to
36 the mmissioner that compliance with this section has increased
37 he f the policy by two percent (2%) or more on an annual
38 basis. If the group health plan or contract granted an exemption
39 under this section nevertheless wants to offer limited mental illness
40 enefits coverage and there are 50 or more emplovees in the plan
41 the plan may not provide a lesser lifetime or annual dollar
42 limitation than is provided under the plan for physical illness
43 enerally, unless providin arity _in_annual and lifetime limits .
44 incr the plan’s cost by on rcent (1%) or mor

" Page 2 L : Senate Bill 400
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(e) Definitions. -- As used in this section:

(1) ‘Health benefit plan’ has the same meaning as in G.S. 58-3-190 and
includes a blanket health policy or blanket accident and health
policy.

(2) ‘Insurer’ has the same meaning as in G.S. 58-3-190.

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

a diagnosis found in the Diagnostic and Statistical Manual of

Mental Disorders DSM-IV or the International Classification of
Diseases ICD/9/CM., or a later edition of those manuals."

10 Section 4. This act becomes effective January 1, 1999, and applies to
11 contracts issued, delivered, or renewed on or after that date. This act expires
12 October 1, 2002.

O 0OV A~ W=
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

SENATE BILL 400*
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97

Short Title: Mental Health Parity. (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-51-55. The plan may

use a case management program in accordance with G.S. 58-51-55."
Section 2. G.S. 58-51-55 reads as rewritten: '

"§ 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
PSM-3-R DSM-IV or the International Classification of Dlseases ICD/9/CM, or a
later edition of those manuals.
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(b) No insurance company licensed in this State under the-previsions-of-Arttetes+
threugh—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.

(c) Nothing in this section prevents any insurance company from excluding from
coverage any physical illness or injury er—mental—iHness or chemical dependency
which has existed previous to coverage of the individual by the insurance company or
from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mentaliHness—or
chemical dependency

d) Evervy insurer that writes a policy or contract of group or blanket health

insurance or_group or blanket accident and health insurance 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 limits as are benefits for physical illness
generally. For purposes of this subdivision, ‘limits’ includes durational limits,
deductibles, coinsurance factors, copayments. maximum out-of-pocket limits. annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.

e) An insurer may use a case management program for mental illness benefits to
evaluate and determine medically necessary and medically app'ropriate care and
treatment for each patient. provided that the program complies with rules adopted by
the Commissioner of Insurance.  These rules shall ensure that case management
programs are not designed to avoid the requirements of this section concerning parity
between the benefits for mental illness and those for physical illness generally.

Subsections (d) and (e) of this section apply only to group health insurance
contracts covering 5 or more emplovees. The remainder of this section applies only to
group health insurance contracts covering 20 or more employees.

Subsections (d) and (e) of this section shall not apply to a_policy or contract if
the insurer demonstrates to the Commissioner that compliance has increased the cost
of the policy by two percent (2%) or more on an annual basis."

Section 3. 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

Page 2 ' i Senate Bill 400
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(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 hespitel;—medieal;—dental-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. ,

(c) Nothing in this section prevents any hospital or medical plan from excluding
from coverage any physical illness or injury er-mental-iHness or chemical dependency
which has existed previous to coverage of the individual by the hospital or medical
plan or from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mentaliHress—or
chemical dependency :

d Eve roup insurance certlhcate or_grou subscrlber contract under a hos 1ta1

or medical plan subject to this Article 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 limits as are benefits for physical illness generally. For purposes of this

subsection, ‘limits’ includes durational limits, deductibles. coinsurance factors

copayments, maximum out-of-pocket limits. annual and lifetime dollar limits, and any
other dollar limits or fees for covered services.

(e) The service corporation may use a_case management program for mental illness
benefits to evaluate and determine medically necessary and medically appropriate
care and treatment for each patient, provided that the program complies with rules
adopted by the Commissioner of Insurance. These rules shall ensure that case
management programs are not designed to avoid the requirements of this section
concerning parity between the benefits for mental illness and those for physical illness
generally. .

Subsections (d) and (e) of this section apply only to _group contracts covering 5
or more employees. The remainder of this section applies only to group contracts
covering 20 or more employees.

Subsections (d) and (e) of this section shall not apply to a subscriber contract

or certificate if the service corporation demonstrates to the Commissioner that

Senate Bill 400 : ’ Page 3
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compliance has increased the cost of the contract or certificate by two percent (2%
or more on an annual basis."

Section 4. 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
DbSM-3-R DSM-IV or the Internatlonal Classification of Diseases ICD/9/CM, or a
later edition of those manuals.

(b) No health maintenance organization governed by thls 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.

(c) Nothing in this section prevents any health maintenance organization from
excluding from coverage any physical illness or injury er—mental—+iHness or chemical
dependency which has existed previous to coverage of the individual by the health
maintenance organization or from refusing to issue or deliver to that individual any
policy because of the underwriting of any physical condition whether or not related
to ment&l—-ﬂ-l-ness—ef chemlcal dependency

d) Eve health maintenance or anization that issues a health care plan on _a

group basis for medical and hospitalization care 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 limits as are benefits for physical illness generally. For purposes
of this subsection, ‘limits’ includes durational limits. deductibles, coinsurance factors

copayments, maximum out-of-pocket limits, annual and lifetime dollar limits, and any
other dollar limits or fees for covered services.

(e) A health maintenance organization may use a case management program for
mental illness benefits to evaluate and determine medically necessary and medically
appropriate care and treatment for each patient, provided that the program complies
with rules adopted by the Commissioner of Insurance, These rules shall ensure that
case management programs are not designed to avoid the requirements of this section
concerning parity between the benefits for mental illness and those for physical illness

enerally.
This section applies only to_group contracts covering five or more emplovees.

Page 4 : Senate Bill 400
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‘ 1= Subsections (d) and (e) of this section shall not apply to a health care plan if

2 the HMO demonstrates to the Commissioner that compliance has increased the cost
3 3 of the plan by two percent (2%) or more on an annual basis."

4 Section 5. This act is effective when it becomes law and applies to
5 contracts issued, delivered, or renewed on or after January 1, 1998. This act expires
! 6 October 1, 2001. '

s
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AGENDA

HOUSE INSURANCE COMMITTEE
Subcommittee On Health

August 5, 1998
Room 544 LOB
15 Minutes After Session

I. OPENING REMARKS

Representative Daniel F. McComas, Chairman
Subcommittee on Health

II. BILLS TO BE CONSIDERED

SB 400, Mental Health Parity.

[II. ADJOURNMENT



HOUSE INSURANCE
SUBCOMMITTEE ON HEALTH
MINUTES

August 5, 1998

The House Insurance/Subcommittee on Health met on August 5, 1998, 15 minutes after Session
in Room 544 of the Legislative Office Building.

Representative Daniel F. McComas, Chairman, presided, and the following members were
present:

Representatives: Barbee, Bowie, Cole, Dickson, Hardy, Hensley, Ives, Luebke,
Michaux, Miner and Preston. Representative Dockham, Chairman of the House
Insurance Committee, was also present.

Visitors present were as follows: (see Attachment 1).
Staff Counsel Linda Attarian and Ed Rossi were present to assist the Subcommittee.

Chairman McComas called the meeting to order, introduced the Pages and Sergeant-at-Arms
serving the Subcommittee and welcomed guests. The following bill was considered:

Pensions and Retirement and Insurance Committee Substitute for SB 400,
An Act To Require Parity In Health Insurance For Mental Illness. (see
Attachment 2) The proposed House Committee Substitute for SB 400 was
before the Subcommittee for discussion (see Attachment 3): After
expressing his heartfelt discontent with how childish, personal and
confrontational the issue had become from both sides; he stated that, in
order to get an agreeable bill that would be to the satisfaction of most, if
not all, Subcommittee members; he was appointing a Special
Subcommittee to study the issue. He reiterated that he was committed to
seeing the bill come to a vote and, in order to assure that, the Standing
Subcommittee would be scheduling a meeting on August 19, at which
time the Special Subcommittee would present legislation to them. He
encouraged the Special Subcommittee to meet with professionals in all
areas that they do not know much about (i.e. clinical, biological and
medical). The members of the Special Subcommittee are as follows:

Representatives Dockham, Barbee, Miner, Russell, Bowie and
Miller. Representative Dockham was appointed as chair.

A question was raised as to where the bill would go after it was voted on
by the Standing Subcommittee. Representative Dockham, Chairman of



Minutes Continued
Page 2

the Insurance Committee, stated that it was his understanding that it would
be reported to the House Floor.

Representative Luebke questioned Representative McComas’ directive to
the Special Subcommittee to reach a consensus, and expressed his fear that
all bills were not capable of that in terms of their content. Representative
McComas clarified that he stated to most, if not all members of the

Standing Subcommittee. He went on to say that he was confident that the
Special Subcommittee, after addressing the clinical and biological sides of
the issue, could come up with a reasonable compromise; and the bill could
be voted on by the Standing Subcommittee.

No action was taken on the bill during this meeting.

The meeting adjourned at 4:13 p.

DN ehy i waﬁ/ %a”m

“Represefitative Daniel'F. M¢Compas Jane M. “Dee” Bagley
Subcommittee Chairman Subcommittee Clerk
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

SENATE BILL 400* |
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97

Short Title: Mental Health Parity. (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-51-55. The plan may

use a_case management program in accordance with G.S. 58-51-55.
Section 2. G.S. 58-51-55 reads as rewritten:

"§ 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
BSM-3-R DSM-IV or the International Cla551f1cat10n of Diseases ICD/9/CM, or a
later edition of those manuals.
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(b) No insurance company licensed in this State under the-provisions-ef-Artielest

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.

(¢) Nothing in this section prevents any insurance company from excluding from
coverage any physical illness or injury er—mental—Hnress or chemical dependency
which has existed previous to coverage of the individual by the insurance company or
from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mental-iHness—or

mere-employees:
d) Everv insurer that writes a policy or contract of group or_ blanket health
insurance or_ group or_ blanket accident and health insurance 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 limits as are benefits for physical illness
generally. For purposes of this subdivision, ‘limits’ includes durational limits,
deductibles, coinsurance factors, copayments., maximum out-of-pocket limits, annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.

(e) An insurer may use a case management program for mental illness benefits to
evaluate and determine medically necessary and medically appropriate care and
treatment for each patient, provided that the program complies with rules adopted by
the Commissioner of Insurance. These rules shall ensure that case management
programs are not designed to avoid the requirements of this section concerning parity
between the benefits for mental illness and those for physical illness generally.

Subsections (d) and (e) of this section apply only to group health insurance
contracts covering S or more emplovees. The remainder of this section applies only to
group health insurance contracts covering 20 or more employees.

(g) Subsections (d) and (e) of this section shall not apply to a policy or contract if
the insurer demonstrates to the Commissioner that compliance has increased the cost
of the policy by two percent (2%) or more on an annual basis."

Section 3. 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

Page 2 Senate Bill 400
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(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
PSM-3-R DSM-IV or the International Classification of Diseases ICD/9/CM, or a
later edition of those manuals.

(b) No hespital—medieal;-dental-orhealth-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.

(¢) Nothing in this section prevents any hospital or medical plan from excluding
from coverage any physical illness or injury er-mental-tHness or chemical dependency
which has existed previous to coverage of the individual by the hospital or medical
plan or from refusing to issue or deliver to that individual any policy because of the
underwriting of any physical condition whether or not related to mental—iHness—er
chemical dependency.

(d) Every group insurance certificate or group subscriber contract under a hospital
or medical plan subject to this Article 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 limits as are benefits for physical illness generally. For purposes of this
subsection, ‘limits’ _includes durational limits, deductibles, coinsurance factors

copayments, maximum out-of-pocket limits, annual and lifetime dollar limits, and any
other dollar limits or fees for covered services.

(e) The service corporation may use a case management program for mental illness
benefits to evaluate and determine medically necessary and medically appropriate
care and treatment for each patient, provided that the program complies with rules
adopted by the Commissioner of Insurance. These rules shall ensure that case
management programs are not designed to_avoid the requirements of this section
concerning parity between the benefits for mental illness and those for physical illness
generally.

Subsections (d) and (e) of this section apply only to group contracts covering 5
or more employees. The remainder of this section applies only to group contracts
covering 20 or more employees. :

Subsections (d) and (e) of this section shall not apply to a subscriber contract

or_certificate if the service corporation demonstrates to the Commissioner that

Senate Bill 400 _ Page 3
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compliance has increased the cost of the contract or certificate by two percent (2%
or more on an annual basis."

Section 4. 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 1njury coverages or benefits for that
individual.

(¢) Nothing in this section prevents any health maintenance organization from
excluding from coverage any physical illness or injury er—mental-Hness or chemical
dependency which has existed previous to coverage of the individual by the health
maintenance organization or from refusing to issue or deliver to that individual any
policy because of the underwriting of any physical condition whether or not related
to meﬂt&i—ﬂ-lﬂess-ef chemlcal dependency

d Eve health maintenance or anization that 1ssues a health care plan on a

group basis for medical and hospitalization _care 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 limits as are benefits for physical illness generally. For purposes
of this subsection, ‘limits’ includes durational limits, deductibles. coinsurance factors

copayments, maximum out-of-pocket limits, annual and lifetime dollar limits, and any
other dollar limits or fees for covered services.

(e) A health maintenance organization may use a_case management program for
mental illness benefits to evaluate and determine medically necessary and medically
appropriate care and treatment for each patient. provided that the program complies
with rules adopted by the Commissioner of Insurance. These rules shall ensure that
case management programs are not designed to avoid the requirements of this section
concerning parity between the benefits for mental illness and those for physical illness

enerally.
This section applies only to group contracts covering five or more emplovees.
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Subsections (d) and (e) of this section shall not apply to a health care plan if

the HMO demonstrates to _the Commissioner that compliance has increased the cost
of the plan by two percent (2%) or more on an annual basis."

Section 5. This act is effective when it becomes law and applies to
contracts issued, delivered, or renewed on or after January 1, 1998. This act expires
October 1, 2001.

Senate Bill 400 Page 5



-t

O 00NN W=

= b b b ek e e
VOB WN—=O

ATTACHMENT 3

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1997

SENATE BILL 400*
Pensions & Retirement and Insurance Committee Substitute Adopted 4/28/97
Third Edition Engrossed 4/30/97
Proposed House Committee Substitute S400-PCS9602-RN006

Short Title: Mental Health Parity. | ' (Public)

Sponsors:

Referred to:

March 17, 1997

A BILL TO BE ENTITLED
AN ACT TO REQUIRE PARITY IN HEALTH INSURANCE FOR MENTAL
ILLNESS.
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 mental
illness that is at least equal to the coverage required by G.S. 58-3-220. The plan may -

use a case management program in accordance with G.S, 58-3-220."
Section 2.(a) The following are repealed: G.S. 58-51-55(b1) and (c), 58-

65-90(b1) and (c), and 58-67-75(b1) and (c).
(b) G.S. 58-51- 55(d) reads as rewrltten
"(d) Apphcabrhty - S et

section applies only to group health insurance contracts covermg 20 or more
employees. For purposes of this section, ‘group health insurance contracts’ include
MEWA:s, as defined in G.S. 58-49-30(a)."

(c) G.S. 58-65-90(d) reads as rewritten:



"(d) Applicability. --
HER O —COVEE IR Ore t This section

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997
applies only to group contracts covering 20 or more employees."
(d) G.S. 58-67-75(d) reads as rewritten:
"(d) Applicability. -- Subseetton—(bH)—ef—this—seetien—eppltes—enly—te—group
ORtracts—eovering——me ran—s0—employees—Hhe—remainder—e rts This section
applies only to group contracts covering 20 or more employees."
. Section 3. Chapter 58 of the General Statutes is amended by adding the

following new section to read:

"§ 58-3-220. Mental illness benefits coverage.

(a) Mental Parity Requirement. -- A health insurer shall provide in each group
health benefit plan benefits for the necessary care and treatment of mental illness that
are no less favorable than benefits for physical illness generally. Benefits for
treatment of mental illness shall be subject to the same limits as benefits for physical
illness generally, For purposes of this subdivision, ‘limits’ includes durational limits,
deductibles, coinsurance factors, co-payments, maximum out-of-pocket limits, annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.

b) Weighted Averages. -- If the plan contains annual limits, lifetime limits, co-
ayment eductibles, or_coinsurance only on_selected physical illness and inju
benefits, and these benefits do_not _represent substantially all of the physical illness
and inju enefits. under_the _plan, the insurer may_ impose limits on the mental
health benefits based on a weighted average of the respective annual, lifetime, co- ‘
ayment, deductibl r_coinsurance limits on the selected physical illness and inju
benefits, The weighted average shall be calculated in accordance with rules adopted
by the Commissioner,
(c) Case Management. -- An_insurer may use a case management program for
mental illness benefits to evaluate and determine medically necessary and medically

appropri are and treatment for eac tient, provided that the program complies

with rules adopted by the Commissioner of Insurance. These rules shall ensure that
case management programs are not designed to avoid the requirements of this section

for parity between th enefits for mental illness and those for physical illness

32 generally, :
33 (d) Exceptions. -- This section does not apply to either of the following:
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34 (1)  A_group health benefit plan covering fewer than five employees,

35 (2) Any other group health benefit plan if the insurer demonstrates to

36 the Commissioner that compliance with this section has increased

37 he of the policy by two rcént 2%) or more on an annual

38 basis. If the group health plan or contract granted an exemption

39 under this section nevertheless wants to offer limited mental illness .
40 benefits coverage and there are 50 or more employees in the plan, ‘
41 the plan may not provide a lesser lifetime or annual dollar é'
42 limitation than is provided under the plan for physical illness y
43 ~ generally, unless providing parity_in _annual and lifetime limits .
44 increases the plan’s cost by one percent (1%) or more.

‘Page 2 Senate Bill 400
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(e) Definitions. -- As used in this section:

‘Health benefit plan’ has the same meaning as in G.S, 58-3-190 and

includes a blanket health policy or blanket accident and health
policy.

‘Insurer’ has the same meaning as in G.S. 58-3-190.

‘Mental illness’ has the same meaning as in G.S. 122C-3(21). with
a_diagnosis found in the Diagnostic _and Statistical Manual of
Mental Disorders DSM-IV or the International Classification of
Diseases ICD/9/CM., or_a later _edition of those manuals."

10 , Section 4. This act becomes effective January 1, 1999, and app-liesf to
11 contracts issued, delivered, or renewed on or after that date. This act expires

12 October 1, 2002.

Senate Bill 400

Page 3



	00000007
	00000008
	00000009
	00000010
	00000011
	00000012
	00000013
	00000014
	00000015
	00000016
	00000017
	00000018
	00000019
	00000020
	00000021
	00000022
	00000023
	00000024
	00000025
	00000026
	00000027
	00000028
	00000029
	00000030
	00000031
	00000032
	00000033
	00000034
	00000035
	00000036
	00000037
	00000038
	00000039
	00000040
	00000041
	00000042
	00000043
	00000044
	00000045
	00000046
	00000047
	00000048
	00000049
	00000050
	00000051
	00000052
	00000053
	00000054
	00000055
	00000056
	00000057
	00000058
	00000059
	00000060
	00000061
	00000062
	00000063
	00000064
	00000065
	00000066
	00000067
	00000068
	00000069
	00000070
	00000071
	00000072
	00000073
	00000074
	00000075
	00000076
	00000077
	00000078
	00000079
	00000080
	00000081
	00000082
	00000083
	00000084
	00000085
	00000086
	00000087
	00000088
	00000089
	00000090
	00000091
	00000092
	00000093
	00000094
	00000095
	00000096
	00000097
	00000098
	00000099
	00000100
	00000101
	00000102
	00000103
	00000104
	00000105
	00000106
	00000107
	00000108
	00000109
	00000110
	00000111
	00000112
	00000113
	00000114
	00000115
	00000116
	00000117
	00000118
	00000119
	00000120
	00000121
	00000122
	00000123
	00000124
	00000125
	00000126
	00000127
	00000128
	00000129
	00000130
	00000131
	00000132
	00000133
	00000134
	00000135
	00000136
	00000137
	00000138
	00000139
	00000140
	00000141
	00000142
	00000143
	00000144
	00000145
	00000146
	00000147
	00000148
	00000149
	00000150
	00000151
	00000152
	00000153
	00000154
	00000155
	00000156
	00000157
	00000158
	00000159
	00000160
	00000161
	00000162
	00000163
	00000164
	00000165
	00000166
	00000167
	00000168
	00000169
	00000170
	00000171
	00000172
	00000173
	00000174
	00000175
	00000176
	00000177
	00000178
	00000179
	00000180
	00000181
	00000182
	00000183
	00000184
	00000185
	00000186
	00000187
	00000188
	00000189
	00000190
	00000191
	00000192
	00000193
	00000194
	00000195
	00000196
	00000197
	00000198
	00000199
	00000200
	00000201
	00000202
	00000203
	00000204
	00000205
	00000206
	00000207
	00000208
	00000209
	00000210
	00000211
	00000212
	00000213
	00000214
	00000215
	00000216
	00000217
	00000218
	00000219
	00000220
	00000221
	00000222
	00000223
	00000224
	00000225
	00000226
	00000227
	00000228
	00000229
	00000230
	00000231
	00000232
	00000233
	00000234
	00000235
	00000236
	00000237
	00000238
	00000239
	00000240
	00000241
	00000242
	00000243
	00000244
	00000245
	00000246
	00000247
	00000248
	00000249
	00000250
	00000251
	00000252
	00000253
	00000254
	00000255
	00000256
	00000257
	00000258
	00000259
	00000260
	00000261
	00000262
	00000263
	00000264
	00000265
	00000266
	00000267
	00000268
	00000269
	00000270
	00000271
	00000272
	00000273
	00000274
	00000275
	00000276
	00000277
	00000278
	00000279
	00000280
	00000281
	00000282
	00000283
	00000284
	00000285
	00000286
	00000287
	00000288
	00000289
	00000290
	00000291
	00000292
	00000293
	00000294
	00000295
	00000296
	00000297
	00000298
	00000299
	00000300
	00000301
	00000302
	00000303
	00000304
	00000305
	00000306
	00000307
	00000308
	00000309
	00000310
	00000311
	00000312
	00000313
	00000314
	00000315
	00000316
	00000317
	00000318
	00000319
	00000320
	00000321
	00000322
	00000323
	00000324
	00000325
	00000326
	00000327
	00000328
	00000329
	00000330
	00000331
	00000332
	00000333
	00000334
	00000335
	00000336
	00000337
	00000338
	00000339
	00000340
	00000341
	00000342
	00000343
	00000344
	00000345
	00000346
	00000347
	00000348
	00000349
	00000350
	00000351
	00000352
	00000353
	00000354
	00000355
	00000356
	00000357
	00000358
	00000359
	00000360
	00000361
	00000362
	00000363
	00000364
	00000365
	00000366
	00000367
	00000368
	00000369
	00000370
	00000371
	00000372
	00000373
	00000374
	00000375
	00000376
	00000377
	00000378
	00000379
	00000380
	00000381
	00000382
	00000383
	00000384
	00000385
	00000386
	00000387
	00000388
	00000389
	00000390
	00000391
	00000392
	00000393
	00000394
	00000395
	00000396
	00000397
	00000398
	00000399
	00000400
	00000401
	00000402
	00000403
	00000404
	00000405
	00000406
	00000407
	00000408
	00000409
	00000410
	00000411
	00000412
	00000413
	00000414
	00000415
	00000416
	00000417
	00000418
	00000419
	00000420
	00000421
	00000422
	00000423
	00000424
	00000425
	00000426
	00000427
	00000428
	00000429
	00000430
	00000431
	00000432
	00000433
	00000434
	00000435
	00000436
	00000437
	00000438
	00000439
	00000440
	00000441
	00000442
	00000443
	00000444
	00000445
	00000446
	00000447
	00000448
	00000449
	00000450
	00000451
	00000452
	00000453
	00000454
	00000455
	00000456
	00000457
	00000458
	00000459
	00000460
	00000461
	00000462
	00000463
	00000464
	00000465
	00000466
	00000467
	00000468
	00000469
	00000470
	00000471
	00000472
	00000473
	00000474
	00000475
	00000476
	00000477
	00000478
	00000479
	00000480
	00000481
	00000482
	00000483
	00000484
	00000485
	00000486
	00000487
	00000488
	00000489
	00000490
	00000491
	00000492
	00000493
	00000494
	00000495
	00000496
	00000497
	00000498
	00000499
	00000500
	00000501
	00000502
	00000503
	00000504
	00000505
	00000506
	00000507
	00000508
	00000509
	00000510
	00000511
	00000512
	00000513
	00000514
	00000515
	00000516
	00000517
	00000518
	00000519
	00000520
	00000521
	00000522
	00000523
	00000524
	00000525
	00000526
	00000527
	00000528
	00000529
	00000530
	00000531
	00000532
	00000533
	00000534
	00000535
	00000536
	00000537
	00000538
	00000539
	00000540
	00000541
	00000542
	00000543
	00000544
	00000545
	00000546
	00000547
	00000548
	00000549
	00000550
	00000551
	00000552
	00000553
	00000554
	00000555
	00000556
	00000557
	00000558
	00000559
	00000560
	00000561
	00000562
	00000563
	00000564
	00000565
	00000566
	00000567
	00000568
	00000569
	00000570
	00000571
	00000572
	00000573
	00000574
	00000575
	00000576
	00000577
	00000578
	00000579
	00000580
	00000581
	00000582
	00000583
	00000584
	00000585
	00000586
	00000587
	00000588
	00000589
	00000590
	00000591
	00000592
	00000593
	00000594
	00000595
	00000596
	00000597
	00000598
	00000599
	00000600
	00000601
	00000602
	00000603
	00000604
	00000605
	00000606
	00000607
	00000608
	00000609
	00000610
	00000611
	00000612
	00000613
	00000614
	00000615
	00000616
	00000617
	00000618
	00000619
	00000620
	00000621
	00000622
	00000623
	00000624
	00000625
	00000626
	00000627
	00000628
	00000629
	00000630
	00000631
	00000632
	00000633
	00000634
	00000635
	00000636
	00000637
	00000638
	00000639
	00000640
	00000641
	00000642
	00000643
	00000644
	00000645
	00000646
	00000647
	00000648
	00000649
	00000650
	00000651
	00000652
	00000653
	00000654
	00000655
	00000656
	00000657
	00000658
	00000659
	00000660
	00000661
	00000662
	00000663
	00000664
	00000665
	00000666
	00000667
	00000668
	00000669
	00000670
	00000671
	00000672
	00000673
	00000674
	00000675
	00000676
	00000677
	00000678
	00000679
	00000680
	00000681
	00000682
	00000683
	00000684
	00000685
	00000686
	00000687
	00000688
	00000689
	00000690
	00000691
	00000692
	00000693
	00000694
	00000695
	00000696
	00000697
	00000698
	00000699
	00000700
	00000701
	00000702
	00000703
	00000704
	00000705
	00000706
	00000707
	00000708
	00000709
	00000710
	00000711
	00000712
	00000713
	00000714
	00000715
	00000716
	00000717
	00000718
	00000719
	00000720
	00000721
	00000722
	00000723
	00000724
	00000725
	00000726
	00000727
	00000728
	00000729
	00000730
	00000731
	00000732
	00000733
	00000734
	00000735
	00000736
	00000737
	00000738
	00000739
	00000740
	00000741
	00000742
	00000743
	00000744
	00000745
	00000746
	00000747
	00000748
	00000749
	00000750
	00000751
	00000752
	00000753
	00000754
	00000755
	00000756
	00000757
	00000758
	00000759
	00000760
	00000761
	00000762
	00000763
	00000764
	00000765
	00000766
	00000767
	00000768
	00000769
	00000770
	00000771
	00000772
	00000773
	00000774
	00000775
	00000776
	00000777
	00000778
	00000779
	00000780
	00000781
	00000782
	00000783
	00000784
	00000785
	00000786
	00000787
	00000788
	00000789
	00000790
	00000791
	00000792
	00000793
	00000794
	00000795
	00000796
	00000797
	00000798
	00000799
	00000800
	00000801
	00000802
	00000803
	00000804
	00000805
	00000806
	00000807
	00000808
	00000809
	00000810
	00000811
	00000812
	00000813
	00000814
	00000815
	00000816
	00000817
	00000818
	00000819
	00000820
	00000821
	00000822
	00000823
	00000824
	00000825
	00000826
	00000827
	00000828
	00000829
	00000830
	00000831
	00000832
	00000833
	00000834
	00000835
	00000836
	00000837
	00000838
	00000839
	00000840
	00000841
	00000842
	00000843
	00000844
	00000845
	00000846
	00000847
	00000848
	00000849
	00000850
	00000851
	00000852
	00000853
	00000854
	00000855
	00000856
	00000857
	00000858
	00000859
	00000860
	00000861
	00000862
	00000863
	00000864
	00000865
	00000866
	00000867
	00000868
	00000869
	00000870
	00000871
	00000872
	00000873
	00000874
	00000875
	00000876
	00000877
	00000878
	00000879
	00000880
	00000881
	00000882
	00000883
	00000884
	00000885
	00000886
	00000887
	00000888
	00000889
	00000890
	00000891
	00000892
	00000893
	00000894
	00000895
	00000896
	00000897
	00000898
	00000899
	00000900
	00000901
	00000902
	00000903
	00000904
	00000905
	00000906
	00000907
	00000908
	00000909
	00000910
	00000911
	00000912
	00000913
	00000914
	00000915
	00000916
	00000917
	00000918
	00000919
	00000920
	00000921
	00000922
	00000923
	00000924
	00000925
	00000926
	00000927
	00000928
	00000929
	00000930
	00000931
	00000932
	00000933
	00000934
	00000935
	00000936
	00000937
	00000938
	00000939
	00000940
	00000941
	00000942
	00000943
	00000944
	00000945
	00000946
	00000947
	00000948
	00000949
	00000950
	00000951
	00000952
	00000953
	00000954
	00000955
	00000956
	00000957
	00000958
	00000959
	00000960
	00000961
	00000962
	00000963
	00000964
	00000965
	00000966
	00000967
	00000968
	00000969
	00000970
	00000971
	00000972
	00000973
	00000974
	00000975
	00000976
	00000977
	00000978
	00000979
	00000980
	00000981
	00000982
	00000983
	00000984
	00000985
	00000986
	00000987
	00000988
	00000989
	00000990
	00000991
	00000992
	00000993
	00000994
	00000995
	00000996
	00000997
	00000998
	00000999
	00001000
	00001001
	00001002
	00001003
	00001004
	00001005
	00001006
	00001007
	00001008
	00001009
	00001010
	00001011
	00001012
	00001013
	00001014
	00001015
	00001016
	00001017
	00001018
	00001019
	00001020
	00001021
	00001022
	00001023
	00001024
	00001025
	00001026
	00001027
	00001028
	00001029
	00001030
	00001031
	00001032
	00001033
	00001034
	00001035
	00001036
	00001037
	00001038
	00001039
	00001040
	00001041
	00001042
	00001043
	00001044
	00001045
	00001046
	00001047
	00001048
	00001049
	00001050
	00001051
	00001052
	00001053
	00001054
	00001055
	00001056
	00001057
	00001058
	00001059
	00001060
	00001061
	00001062
	00001063
	00001064
	00001065
	00001066
	00001067
	00001068
	00001069
	00001070
	00001071
	00001072
	00001073
	00001074
	00001075
	00001076
	00001077
	00001078
	00001079
	00001080
	00001081
	00001082
	00001083
	00001084
	00001085
	00001086
	00001087
	00001088
	00001089
	00001090
	00001091
	00001092
	00001093
	00001094
	00001095
	00001096
	00001097
	00001098
	00001099
	00001100
	00001101
	00001102
	00001103
	00001104
	00001105
	00001106
	00001107
	00001108
	00001109
	00001110
	00001111
	00001112
	00001113
	00001114
	00001115
	00001116
	00001117
	00001118
	00001119
	00001120
	00001121
	00001122
	00001123
	00001124
	00001125
	00001126
	00001127
	00001128
	00001129
	00001130
	00001131
	00001132
	00001133
	00001134
	00001135
	00001136
	00001137
	00001138
	00001139
	00001140
	00001141
	00001142
	00001143
	00001144
	00001145
	00001146
	00001147
	00001148
	00001149
	00001150
	00001151
	00001152
	00001153
	00001154
	00001155
	00001156
	00001157
	00001158
	00001159
	00001160
	00001161
	00001162
	00001163
	00001164
	00001165
	00001166
	00001167
	00001168
	00001169
	00001170
	00001171
	00001172
	00001173
	00001174
	00001175
	00001176
	00001177
	00001178
	00001179
	00001180
	00001181
	00001182
	00001183
	00001184
	00001185
	00001186
	00001187
	00001188
	00001189
	00001190
	00001191
	00001192
	00001193
	00001194
	00001195
	00001196
	00001197
	00001198
	00001199
	00001200
	00001201
	00001202
	00001203
	00001204
	00001205
	00001206
	00001207
	00001208
	00001209
	00001210
	00001211
	00001212
	00001213
	00001214
	00001215
	00001216
	00001217
	00001218
	00001219
	00001220
	00001221
	00001222
	00001223
	00001224
	00001225
	00001226
	00001227
	00001228
	00001229
	00001230
	00001231
	00001232
	00001233
	00001234
	00001235
	00001236
	00001237
	00001238
	00001239
	00001240
	00001241
	00001242
	00001243
	00001244
	00001245
	00001246
	00001247
	00001248
	00001249
	00001250
	00001251
	00001252
	00001253
	00001254
	00001255
	00001256
	00001257
	00001258
	00001259
	00001260
	00001261
	00001262
	00001263
	00001264
	00001265
	00001266
	00001267
	00001268
	00001269
	00001270
	00001271
	00001272
	00001273
	00001274
	00001275
	00001276
	00001277
	00001278
	00001279
	00001280
	00001281
	00001282
	00001283
	00001284
	00001285
	00001286
	00001287
	00001288
	00001289
	00001290
	00001291
	00001292
	00001293
	00001294
	00001295
	00001296
	00001297
	00001298
	00001299
	00001300
	00001301
	00001302
	00001303
	00001304
	00001305
	00001306
	00001307
	00001308
	00001309
	00001310
	00001311
	00001312
	00001313
	00001314
	00001315
	00001316
	00001317
	00001318
	00001319
	00001320
	00001321
	00001322
	00001323
	00001324
	00001325
	00001326
	00001327
	00001328
	00001329
	00001330
	00001331
	00001332
	00001333
	00001334
	00001335
	00001336
	00001337
	00001338
	00001339
	00001340
	00001341
	00001342
	00001343
	00001344
	00001345
	00001346
	00001347
	00001348
	00001349
	00001350
	00001351
	00001352
	00001353
	00001354
	00001355
	00001356
	00001357
	00001358
	00001359
	00001360
	00001361
	00001362
	00001363
	00001364
	00001365
	00001366
	00001367
	00001368
	00001369
	00001370
	00001371
	00001372
	00001373
	00001374
	00001375
	00001376
	00001377
	00001378
	00001379
	00001380
	00001381
	00001382
	00001383
	00001384
	00001385
	00001386
	00001387
	00001388
	00001389
	00001390
	00001391
	00001392
	00001393
	00001394
	00001395
	00001396
	00001397
	00001398
	00001399
	00001400
	00001401
	00001402
	00001403
	00001404
	00001405
	00001406
	00001407
	00001408
	00001409
	00001410
	00001411
	00001412
	00001413
	00001414
	00001415
	00001416
	00001417
	00001418
	00001419
	00001420
	00001421
	00001422
	00001423
	00001424
	00001425
	00001426
	00001427
	00001428
	00001429
	00001430
	00001431
	00001432
	00001433
	00001434
	00001435
	00001436
	00001437
	00001438
	00001439
	00001440
	00001441
	00001442
	00001443
	00001444
	00001445
	00001446
	00001447
	00001448
	00001449
	00001450
	00001451
	00001452
	00001453
	00001454
	00001455
	00001456
	00001457
	00001458
	00001459
	00001460
	00001461
	00001462
	00001463
	00001464
	00001465
	00001466
	00001467
	00001468
	00001469
	00001470
	00001471
	00001472
	00001473
	00001474
	00001475
	00001476
	00001477
	00001478
	00001479
	00001480
	00001481
	00001482
	00001483
	00001484
	00001485
	00001486
	00001487
	00001488
	00001489
	00001490
	00001491
	00001492
	00001493
	00001494
	00001495
	00001496
	00001497
	00001498
	00001499
	00001500
	00001501
	00001502
	00001503
	00001504
	00001505
	00001506
	00001507
	00001508
	00001509
	00001510
	00001511
	00001512
	00001513
	00001514
	00001515
	00001516
	00001517
	00001518
	00001519
	00001520
	00001521
	00001522
	00001523
	00001524
	00001525
	00001526
	00001527
	00001528
	00001529
	00001530
	00001531
	00001532
	00001533
	00001534
	00001535
	00001536
	00001537
	00001538
	00001539
	00001540
	00001541
	00001542
	00001543
	00001544
	00001545
	00001546
	00001547
	00001548
	00001549
	00001550
	00001551
	00001552
	00001553
	00001554
	00001555
	00001556
	00001557
	00001558
	00001559
	00001560
	00001561
	00001562
	00001563
	00001564
	00001565
	00001566
	00001567
	00001568
	00001569
	00001570
	00001571
	00001572
	00001573
	00001574
	00001575
	00001576
	00001577
	00001578
	00001579
	00001580
	00001581
	00001582
	00001583
	00001584
	00001585
	00001586
	00001587
	00001588
	00001589
	00001590
	00001591
	00001592
	00001593
	00001594
	00001595
	00001596
	00001597
	00001598
	00001599
	00001600
	00001601
	00001602
	00001603
	00001604
	00001605
	00001606
	00001607
	00001608
	00001609
	00001610
	00001611
	00001612
	00001613
	00001614
	00001615
	00001616
	00001617
	00001618
	00001619
	00001620
	00001621
	00001622
	00001623
	00001624
	00001625
	00001626
	00001627
	00001628
	00001629
	00001630
	00001631
	00001632
	00001633
	00001634
	00001635
	00001636
	00001637
	00001638
	00001639
	00001640
	00001641
	00001642
	00001643
	00001644
	00001645
	00001646
	00001647
	00001648
	00001649
	00001650
	00001651
	00001652
	00001653
	00001654
	00001655
	00001656
	00001657
	00001658
	00001659
	00001660
	00001661
	00001662
	00001663
	00001664
	00001665
	00001666
	00001667
	00001668
	00001669
	00001670
	00001671
	00001672
	00001673
	00001674
	00001675
	00001676
	00001677
	00001678
	00001679
	00001680
	00001681
	00001682
	00001683
	00001684
	00001685
	00001686
	00001687
	00001688
	00001689
	00001690
	00001691
	00001692
	00001693
	00001694
	00001695
	00001696
	00001697
	00001698
	00001699
	00001700
	00001701
	00001702
	00001703
	00001704
	00001705
	00001706
	00001707
	00001708
	00001709
	00001710
	00001711
	00001712
	00001713
	00001714
	00001715
	00001716
	00001717
	00001718
	00001719
	00001720
	00001721
	00001722
	00001723
	00001724
	00001725
	00001726
	00001727
	00001728
	00001729
	00001730
	00001731
	00001732
	00001733
	00001734
	00001735
	00001736
	00001737
	00001738
	00001739
	00001740
	00001741
	00001742
	00001743
	00001744
	00001745
	00001746
	00001747
	00001748
	00001749
	00001750
	00001751
	00001752
	00001753
	00001754
	00001755
	00001756
	00001757
	00001758
	00001759
	00001760
	00001761
	00001762
	00001763
	00001764
	00001765
	00001766
	00001767
	00001768
	00001769
	00001770
	00001771
	00001772
	00001773
	00001774
	00001775
	00001776
	00001777
	00001778
	00001779
	00001780
	00001781
	00001782
	00001783
	00001784
	00001785
	00001786
	00001787
	00001788
	00001789
	00001790
	00001791
	00001792
	00001793
	00001794
	00001795
	00001796
	00001797
	00001798
	00001799
	00001800
	00001801
	00001802
	00001803
	00001804
	00001805
	00001806
	00001807
	00001808
	00001809
	00001810
	00001811
	00001812
	00001813
	00001814
	00001815
	00001816
	00001817
	00001818
	00001819
	00001820
	00001821
	00001822
	00001823
	00001824
	00001825
	00001826
	00001827
	00001828
	00001829
	00001830
	00001831
	00001832
	00001833
	00001834
	00001835
	00001836
	00001837
	00001838
	00001839
	00001840
	00001841
	00001842
	00001843
	00001844
	00001845
	00001846
	00001847
	00001848
	00001849
	00001850
	00001851
	00001852
	00001853
	00001854
	00001855
	00001856
	00001857
	00001858
	00001859
	00001860
	00001861
	00001862
	00001863
	00001864
	00001865
	00001866
	00001867
	00001868
	00001869
	00001870
	00001871
	00001872
	00001873
	00001874
	00001875
	00001876
	00001877
	00001878
	00001879
	00001880
	00001881
	00001882
	00001883
	00001884
	00001885
	00001886
	00001887
	00001888
	00001889
	00001890
	00001891
	00001892
	00001893
	00001894
	00001895
	00001896
	00001897
	00001898
	00001899
	00001900
	00001901
	00001902
	00001903
	00001904
	00001905
	00001906
	00001907
	00001908
	00001909
	00001910
	00001911
	00001912
	00001913
	00001914
	00001915
	00001916
	00001917
	00001918
	00001919
	00001920
	00001921
	00001922
	00001923
	00001924
	00001925
	00001926
	00001927
	00001928
	00001929
	00001930
	00001931
	00001932
	00001933
	00001934
	00001935
	00001936
	00001937
	00001938
	00001939
	00001940
	00001941
	00001942
	00001943
	00001944
	00001945
	00001946
	00001947
	00001948
	00001949
	00001950
	00001951
	00001952
	00001953
	00001954
	00001955
	00001956



