
1998 

SENATE 
PENSIONS & 

RETIREMENT & 
INSURANCE 
COMMITTEE 

MINUTES 



:,.. 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE 

Fountain Odom 

Aaron Plyler 

Luther Jordan 

Allen Wellen 

Eleanor Kinnaird 

R. C. Soles 

Tommy Jenkins, Chairman 

Bob Martin 
Vice Chair 

Eric Reeves 
Vice Chair 

Larry Shaw 
Vice Chair 

Donald Kincaid 
Vice Chair 

James McDaniel 
Ranking Minority Member 

Robert Carpenter 

Robert Shaw 

Hugh Webster 

Don East 

John Carrington 

David Weinstein 



1997-98 Regular Session 
BILL INTRODUCER 

H 5 ALDRIDGE 
H 312= GOODWIN 
H 391= JARRELL 
H 434 DOCKHAM 
H 452 REDWINE 
H 522= BUCHANAN 
H 926 BRAWLEY 
H1024= HURLEY 
H1052 MILLER G 
H1062 BERRY 
Hlll5 BOYD-MCINTYRE 
H1277= HURLEY 
H13 6 2 PRESTON 
H1396 
H1522 
H1525 
H1538 
S 6 
S 118 
S 128= 
S 190 
S 234 
S 235= 
S 254= 
S 273 
S 297= 
S 299 
S 301= 
S 345= 
S 345= 

GRAY 
MINER 
YONGUE 
ARNOLD 
WINNER 
PERDUE 
ODOM 
WARREN 
KINCAID 
MARTIN R 
ODOM 
FORRESTER 
GULLEY W 
MARTIN R 
MARTIN W 
REEVES 
REEVES 

NORTH CAROLINA GENERAL ASSEMBLY 
COMMITTEE SUMMARY REPORT 

SENATE: PENSIONS & RETIREMENT & INSURANCE Valid Through 28-0CT-1998 
SHORT TITLE LATEST ACTION ON BILL IN DATE OUT DATE 

HEALTH COVERAGE/DIABETES *R -CH. SL 97-0225 05-06-97 06-05-97 
UPDATE MORTALITY TABLES *R -CH. SL 97-0133 04-28-97 05-15-97 
HIGH POINT FIREMEN'S PENSION R -CH. SL 97-0067 04-21-97 05-15-97 
FEDERAL HEALTH INSURANCE CHANGES *R -CH. SL 97-0259 05-06-97 06-12-97 
BEACH PLAN AMENDMENTS 
STATE FIRE AND RESCUE COMMISSION 
INSURANCE LAW CHANGES 
FOREIGN INSURER LICENSING 
EXCLUDE EXCESS COVERAGE/COVENANTS 
CHILD SUPPORT/HEALTH COVERAGE 
CHURCH INSURANCE COVERAGE 
FAYETTEVILLE PUBLIC WORKS RETIREMENT 
MILITARY SERVICE CREDIT 
WINSTON-SALEM FIREMEN'S RETIREMENT 
LOCAL/STATE PURCHASE OF SERVICE 
REPEAL LAURINBURG SUPP. PENSION 
SHARPSBURG RETIREMENT SYSTEM 
REVISE SCHOOL CALENDAR 
ACCIDENT PREVEN. COURSE REDUCTION 
NO INS. POINTS/15 MPH OVER LIMIT 
INCREASE PENSION BENEFITS-2 
INCREASE AMTS FOR INSURANCE POINTS 
INCREASE PENSION BENEFITS-3 
GENETIC INFO/NO DISCRIMINATION 
MASTECTOMY/HOSPITAL STAY 
AMEND CHARTER SCHOOL LAWS 
LONG-TERM CARE BENEFITS 
HIGH POINT FIREMEN'S PENSION 
UPDATE MORTALITY TABLES 
UPDATE MORTALITY TABLES 

*R -CH. SL 97-0498 
R -CH. SL 97-0116 

*H -RATIFIED 
*R -CH. SL 97-0179 
*R -CH. SL 97-0396 
*S -REF TO COM ON PENSIONS 
*R -CH. SL 97-0438 

R -CH. SL 98-0061 
H -PRES. TO GOV. 10-23 

*R -CH. SL 98-0092 
R -CH. SL 98-0071 
R -CH. SL 98-0063 
R -CH. SL 98-0093 

*S -RE-REF COM ON APPROPR 
*S -RE-REF COM ON APPROPR 
*S -RE-REF COM ON JUDIC 

S -RE-REF COM ON APPROPR 
*R -CH. SL 97-0332 
*S -RE-REF COM ON APPROPR 
*R -CH. SL 97-0350 
*R -CH. SL 97-0440 
*R -CH. SL 97-0430 
*R -CH. SL 97-0468 

S -REF TO COM ON PENSIONS 
S -RE-REF COM ON PENSIONS 
S -RE-REF COM ON PENSIONS 

04-28-97 
04-28-97 
05-06-97 
04-29-97 
04-30-97 
05-06-97 
05-06-97 
06-29-98 
06-24-98 
07-20-98 
07-08-98 
06-29-98 
06-29-98 
03-06-97 
02-17-97 
02-17-97 
02-19-97 
02-24-97 
02-25-97 
0'2-27-97 
03-03-97 
04-03-97 
03-05-97 
03-05-97 
03-10-97 
05-19-97 

06-25-97 
05-15-97 
09-0,2-98 
05-22-97 
07-03-97 

07-30-97 
07-22-98 
10-15-98 
08-11-98 
07-22-98 
07-22-98 
08-11-98 
04-03-97 
04-24-97 
04-29-97 
04-10-97 
03-13-97 
04-03-97 
04-03-97 
03-12-97 
04-28-97 
04-10-97 

04-24-97 

NOTES-= AFTER BILL NUMBER SHOWS THAT BILL IS IDENTICAL, AS INTRODUCED, TO ANOTHER BILL. 
* AFTER NUMBERS INDICATES THAT TEXT OF BILL WAS ALTERED BY ACTION ON THE BILL. 

BOLDED LINE INDICATES BILL INDEXED AS AFFECTING APPROPRIATIONS. 
Page: 1. 



1997-98 Regular Session 
BILL INTRODUCER 

S 350 SOLES 
S 400= WINNER 
S 420= MARTIN W 
S 434 FORRESTER 
S 435 FORRESTER 
S 455= HOYLE 
S 494= RAND 
S 538 BALLANCE 
S 609 MILLER B 
S 611 MILLER B 
S 612 MILLER B 
S 613 MILLER B 
S 614 MILLER B 
S 673 ODOM 
S 677 CONDER 
S 713 REEVES 
S 714 FORRESTER 
S 747 JENKINS 
S 778 WARREN 
S 785 MARTIN W 
S 796 MARTIN R 
S 797 MILLER B 
S 843 JENKINS 
S 843 JENKINS 
S 881 WINNER 
S 944 RAND 
S 964= MILLER B 
S 975 KINCAID 
Sl029 MILLER B 
Sl036 KERR 

NORTH CAROLINA GENERAL ASSEMBLY 
COMMITTEE SUMMARY REPORT 

SENATE: PENSIONS & RETIREMENT & INSURANCE Valid Through 28-0CT-1998 
SHORT TITLE LATEST ACTION ON BILL IN DATE OUT DATE 

SUPPLEMENTAL INSURANCE BENEFITS 
MENTAL HEALTH PARITY 
STATE FIRE AND RESCUE COMMISSION 
NATIONAL GUARD HEALTH BENEFITS 
PHYSICIAN-PATIENT COMMUNICATIONS 
IMPROVE HMO SERVICES 
PUB. DEF./APP. DEF. RETIREMENT 
PROF. FIREFIGHTERS' RETIREMENT 
INSURANCE AUDIT RECOMMENDATIONS 
INSURANCE FRONTING 
INSURER FINANCIAL OPERATIONS 
INSURANCE COMPANY AUDITS AND EXAMS 
INSURANCE LICENSING AMENDMENTS 
AMEND LEO RETIREMENT DEFINITION 
REPEAL ALBEMARLE FIREMEN'S PENSION 
RALEIGH FIREMEN'S SUPP RETIREMENT 
RECONSTRUCTIVE SURGERY/COVERAGE-2 
1997 RETIREMENT BENEFITS ACT 
FIRE MARSHALL RETIREMENT 
DIRECT PAYMENT SUNSETS OFF 
AREOLA RECONSTRUCTION COVERAGE 
HEALTH & LIFE INSURANCE AMENDMENTS 
INSURANCE TECHNICAL CHANGES 
INSURANCE TECHNICAL CHANGES 
COVERAGE FOR EMERGENCY SERVICES 
BARBER EXAMINERS RETIREMENT 
FOREIGN INSURER LICENSING 
WORKERS' COMP SELF-INSURANCE 
INSOLVENT INSURER REVENUE BONDS 
INSURANCE GUARANTY ASSOC. AMENDMENTS 

*R -CH. SL 98-0187 
*H -ASSIGNED TO INS-HLTH 

S -REF TO COM ON PENSIONS 
*S -RE-REF COM ON RULES & 

S -REF TO COM ON PENSIONS 
*R -CH. SL 97-0474 

S -RE-REF COM ON APPROPR 
*S -RE-REF COM ON APPROPR 

S -RE-REF COM ON APPROPR 
*H -REF TO COM ON RULES 
*H -REF TO COM ON RULES 
*H -REF TO COM ON RULES 

H -REF TO COM ON RULES 
*R -CH. SL 97-0144 

R -CH. SL 97-0052 
R -CH. SL 97-0460 

*R -CH. SL 97-0312 
S -RE-REF COM ON APPROPR 

*S -RE-REF COM ON APPROPR 
R -CH. SL 97-0197 
S -REF TO COM ON PENSIONS 
H -REF TO COM ON RULES 

*H -CONF COM APPOINTED 
*H -CONF COM APPOINTED 

S -REF TO COM ON PENSIONS 
S -REF TO COM ON PENSIONS 
S -REF TO COM ON PENSIONS 

*R -CH. SL 97-0362 
*S -RE-REF COM ON FINANCE 

S -REF TO COM ON PENSIONS 

03-10-97 03-27-97 
03-17-97 04-28-97 
03-18-97 
03-20-97 04-24-97 
03-20-97 
03-24-97 
06-04-98 
03-27-97 
04-01-97 
04-01-97 
04-01-97 
04-01-97 
04-01-97 
04-02-97 
04-03-97 
04-07-97 
04-07-97 
04-07-97 
04-10-97 
04-10-97 
04-10-97 
04-10-97 
04-15-97 
08-28-97 
04-15-97 
04-17-97 
04-17-97 
04-21-97 
04-21-97 
04-21-97 

04-29-97 
06-17-98 
04-28-97 
04-10-97 
04-30-97 
04-10-97 
04-30-97 
04-21-97 
04-28-97 
04-17-97 
04-17-97 
04-29-97 
04-10-97 
07-01-97 
04-23-97 

04-30-97 
04-29-97 

04-23-97 
05-22-97 

NOTES-= AFTER BILL NUMBER SHOWS THAT BILL IS IDENTICAL, AS INTRODUCED, TO ANOTHER BILL. 
* AFTER NUMBERS INDICATES THAT TEXT OF BILL WAS ALTERED BY ACTION ON THE BILL. 

BOLDED LINE INDICATES BILL INDEXED AS AFFECTING APPROPRIATIONS. 
Page: 2 



1997-98 Regular Session 
BILL INTRODUCER 

Sl138 HARTSELL 
S1165 BALLANCE 
S1180= WARREN 
S1183= RAND 
S1334 COOPER 
S1407 CARPENTER R 
S1461 ALLRAN 
S1463= JENKINS 
S1464= JENKINS 
S1465 
S1517 
S1517 
Sl551 

JENKINS 
LEE 
LEE 
GULLEY W 

NORTH CAROLINA GENERAL ASSEMBLY 
COMMITTEE SUMMARY REPORT 

SENATE: PENSIONS & RETIREMENT & INSURANCE Valid Through 28-0CT-1998 
SHORT TITLE LATEST ACTION ON BILL IN DATE OUT DATE 

CREDIT FOR PROBATIONARY EMPLOYMENT R -CH. SL 98-0190 05-18-98 06-24-98 
FIREFIGHTERS' BENEFITS S -REF TO COM ON PENSIONS 05-19-98 
FIRE AND RESCUE SQUAD PENSIONS *S -RE-REF COM ON APPROPR 05-20-98 06-23-98 
FAYETTEVILLE PUBLIC WORKS RETIREMENT S -RE-REF COM ON APPROPR 05-20-98 06-17-98 
CAMPUS LEO SALARY CONTINUATION S -RE-REF COM ON APPROPR 06-29-98 06-30-98 
REG. OF DEEDS SUPP. PENSION CHANGE R -CH. SL 98-0147 05-28-98 06-17-98 
INSURANCE COVERAGE FOR INFERTILITY S -REF TO COM ON PENSIONS 05-28-98 
1998 RETIREMENT BENEFITS ACT 
INCREASE RETIREE DEATH BENEFIT 
MODIFY OPTIONAL ALLOWANCE 
RETIRED TEACHERS/RETIREMENT BENEFITS 
RETIRED TEACHERS/RETIREMENT BENEFITS 
CHARTER SCHOOL BENEFITS 

*S -RE-REF COM ON APPROPR 
S -RE-REF COM ON APPROPR 

*S -RE-REF COM ON APPROPR 
*S -RE-REF COM ON APPROPR 
*S -RE-REF COM ON APPROPR 

S -RE-REF COM ON PENSIONS 

' 05-28-98 06-29-98 
05-28-98 06-17-98 
05-28-98 
05-28-98 
06-25-98 
06-25-98 

06-23-98 
06-24-98 
06-29-98 

NOTES-= AFTER BILL NUMBER SHOWS THAT BILL IS IDENTICAL, AS INTRODUCED, TO ANOTHER BILL. 
* AFTER NUMBERS INDICATES THAT TEXT OF BILL WAS ALTERED BY ACTION ON THE BILL. 

BOLDED LINE INDICATES BILL INDEXED AS AFFECTING APPROPRIATIONS. 
Page: 3 



NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Wednesday, June 17, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

FAVORABLE 

S.B. 494 Pub. Def./ App. Def. Retirement. 
Sequential Referral: None 
Recommended Referral: Appropriations 

S.B. 1183 Fayetteville Public Works Retirement. 
Sequential Referral: None 
Recommended Referral: Appropriations 

S.B. 1407 Reg. of Deeds Supp. Pension Change. 
Sequential Referral: None 
Recommended Referral: Appropriations 

S.B. 1464 Increase Retiree Death Benefit. 
Sequential Referral: Appropriations 
Recommended Referral: None 

TOTAL REPORTED: 4 

Committee Clerk Comment: None 



• 

NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Tuesday, June 23, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

UNFAVORABLE AS TO BILL, BUT FAVORABLE AS TO C.S. BILL 

S.B 1180 

S.B. 1465 

Fire and Rescue Squad Pensions. 
Draft Number: PCSA868 
Sequential Referral 
Recommended Referral: 
Long Title Amended: 

Appropriations 
None 
No 

Modify Election of Optional Allowance. 
Draft Number: PCS6846 
Sequential Referral: Appropriations 
Recommended Referral: None 
Long Title Amended: No 

Committee Clerk Comment: None 

• 

TOTAL REPORTED: 2 



MINUTES 

The Pensions & Retirement/ Insurance Committee met Wednesday, June 17, 1998 at 
10:00 am in room 1124 of the Legislative Building. There were thirteen Senators in 
attendance, including Sen. Jenkins who presided. 

SB 494 Pub. Def./Retirement was explained by Sen. Rand. Sen. East moved for 
favorable report. The motion carried. Sen. Jenkins referred the bill to Appropriations. 

SB 1183 Fayetteville Public Works was explained by Sen. Rand. Sen. East moved for a 
favorable report. The motion carried. Sen. Jenkins referred the bill to Appropriations. 

SB 1180 Fire and Rescue Squad Pensions was explained by Sen. Warren. Stanley 
Moore, Fiscal Research Staff, gave further explanation. Sen. Weinstein sent forth an 

amendment. It was unanimously approved. Sen. Caprenter moved for an unfavorable as 
to the original bill, but favorable as to the committee substitute. The motion carried. 
Sen. Jenkins referred the bill to Appropriations. 
SB 1407 Reg. Of Deeds Supp. Pension Change was explained by Sen. Carpenter. 
Stanley Moore, Fiscal Research Staff, gave further explanation. Sen. Webster moved for 
a favorable report. The motion carried. Sen. Jenkins referred the bill to Appropriations. 

SB 1465 Modify Optional Allowance was explained by Sen. Jenkins. Stanley Moore, 
Fiscal Research Staff, gave further explanation. Sen. Wellons sent forth an amendment. 
The amendment was approved Sen. Wellons moved for an unfavorable as to the original 
bill, but favorable as to committee substitute. The motion carried. Sen. Jenkins referred 
the bill to Appropriations. 

SB 1464 Increase Retiree Death Benefits was introduced by Sen. Jenkins. Stanley 
Moore, Fiscal Research Staff, gave further explanation. Sen. Webster moved for 
favorable report. The motion carried. The bill was referred to Appropriations. 

The meeting was adjourned. 



PENSION-& RETIREMENT/ INSURANCE COMMITTEE 

Wednesday 
June 17, 1998 

10:00am 

AGENDA 

SB 1465 Modify Optional Allowance 
Sen. Jenkins 

SB 1464 Increase Retiree Death Benefits 
Sen. Jenkins 

SB 14 63 1998 Retirement Benefits Act 
Sen. Jenkins 

SB 1407 Reg. of Deeds Supp. Pension Change 
Sen. Carpenter 

SB 1183 Fayetteville Public Works 
Sen. Rand 

SB 1180 Fire and Rescue Squad Pensions 
Sen. Warren 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 494 

Short Title: Pub. Def./App. Def. Retirement. 

Sponsors: Senators Rand; Ballance, Gulley, and Wellons. 

Referred to: Appropriations. 

March 25, 1997 

1 

(Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO INCLUDE PUBLIC DEFENDERS AND THE APPELLATE 
3 DEFENDER AS MEMBERS OF THE CONSOLIDATED JUDICIAL 
4 RETIREMENT SYSTEM. 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 135-50(b) reads as rewritten: 

"(b) The purpose of this Article is to improve the administration of justice by 
attracting and retaining the most highly qualified talent available within the State to 
the positions of justice and judge, district attorney and solicitor, public defender, and 
clerk of superior court, within the General Court of Justice. 11 

Section 2. G.S. 135-51 reads as rewritten: 
11 § 135-51. Scope. 

(a) This Article provides consolidated retirement benefits for all justices and 
judges, district attorneys, and solicitors who are serving on January 1, 1974, and who 
become such thereafter; and for all clerks of superior court who are so serving on 
January l, 1975, and who become such thereaMeF. after that date: and for all public 
defenders who are serving on July 1, 1997, and who become public defenders after 
that date. 

(b) For justices and judges of the appellate and superior court divisions of the 
General Court of Justice who so served prior to January 1, 1974, the provisions of 
this Article supplement and, under certain circumstances, replace the provisions of 
Articles 6 and 8, as the case may be, of Chapter 7 A of the General Statutes. 

For district attorneys and judges of the district court· of the General Court of 
Justice who so served prior to January 1, 1974, the provisions of this Article 
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1 supplement and, under certain circumstances, replace the provisions of Article 1 of 
2 this Chapter. 
3 For public defenders of the General Court of Justice who so served prior to July 1, 
4 1997, the provisions of this Article supplement and, under certain circumstances, 
5 replace the provisions of Article 1 of this Chapter. 
6 For clerks of superior court of the General Court of Justice who so served prior to 
7 January 1, 1975, the provisions of this Article supplement and, under certain 
8 circumstances, replace the provisions of Article 1 of this Chapter. 
9 (c) The retirement benefits of any person who becomes a justice or judge, district. 

10 attorney, or solicitor on and after January 1, 1974, or clerk of superior court on and 
11 after January 1, 1975, or public defender on or after July 1, 1997, shall be determined 
12 solely in accordance with the provisions of this Article." 
13 Section 3. G.S. 135-53 reads as rewritten: 
14 "§ 135-53. Definitions. 
15 The following words and phrases as used in this Article, unless a different meaning 
16 is plainly required by the context, shall have the following meanings: 
17 (1) 'Accumulated contributions' with respect to any member shall 
18 mean the sum of all the amounts deducted from the compensation 
19 of the member pursuant to G.S. 135-68 since he last became a 
20 member and credited to his account in the annuity savings fund, 
21 plus any amount standing to his credit pursuant to G.S. 13.5-67(c) 
22 as a result of a prior period of membership, plus any amounts 
23 credited to his account pursuant to G.S. 135-28.l(b) or 135-56(b), 
24 together with regular interest on all such amounts computed as 
25 provided in G.S. 135-7(b). 
26 (2) 'Actuarial equivalent' shall mean a benefit of equal value when 
27 computed upon the bases of such mortality tables as shall be 
28 adopted by the Board of Trustees, and regular interest. 
29 (3) 'Beneficiary' shall mean any person in receipt of a retirement 
30 allowance or other benefit as provided in this Article. 
31 ( 4) 'Board of Trustees' shall mean the Board of Trustees established 
32 by G.S. 135-6. 
33 (4a) 'Clerk of superior court' shall mean the clerk of superior ::ourt 
34 provided for in G.S. 7A-100(a). 
35 (5) 'Compensation' shall mean all salaries and wages derived from 
36 public funds which are earned by a member of the Retirement 
37 System for his service as a justice or judge, or district attorney, or 
38 clerk of superior court. 
39 (6) 'Creditable service' shall mean for any member the total of his 
40 prior service plus his membership service. 
41 (6a) 'District attorney' shall mean the district attorney or solicitor 
42 provided for in G.S. 7A-60. 

Page 2 Senate Bill 494 
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(7) 'Filing' when used in reference to an application for retirement 
shall mean the receipt of an acceptable application on a form 
provided by the Retirement System. 

(8) 'Final compensation' shall mean for any member the annual 
equivalent of the rate of compensation most recently applicable to 
him. 

(9) 'Judge' shall mean any justice or judge of the General Court of 
Justice and the administrative officer of the courts. 

(10) 'Medical board' shall mean the board of physicians provided for 
in G.S. 135-6. 

(11) 'Member' shall mean any person included in the membership of 
the Retirement System as provided in this Article. 

(12) 'Membership service' shall mean service as a judge, district 
attorney, et' clerk of superior e6ttff court. or public defender 
rendered while a member of the Retirement System. 

(13) 'Previous system' shall mean, with respect to any member, the 
retirement benefit provisions of Article 6 and Article 8 of Chapter 
7 A of the General Statutes, to the extent that such Article or 
Articles were formerly applicable to the member, and in the case 
of judges of the district court division, ttft€l district attorney, public 
defender, and clerk of superior court of the General Court of 
Justice, the Teachers' and State Employees' Retirement System. 

(14) 'Prior service' shall mean service rendered by a member, prior to 
his membership in the Retirement System, for which credit is 
allowable under G.S. 135-56. ~ 

(14a) 'Public defender' means the public defender provided for in G.S. 
7A-465 and the appellate defender provided for in G.S. 7A-486. 

(15) 'Regular interest' shall mean interest compounded annually at such 
a rate as shall be determined by the Board of Trustees m 
accordance with G.S. 135-7(b). 

(16) 'Retirement' shall mean the withdrawal from active service with a 
retirement allowance granted under the provisions of this Chapter. 
In order for a member's retirement to become effective in any 
month, the member must render no service at any time during that 
month. 

(17) 'Retirement allowance' shall mean the periodic payments to which 
a beneficiary becomes entitled under the provisions of this Article. 

(18) 'Retirement System' shall mean the 'Consolidated Judicial 
Retirement System' of North Carolina, as established in this 
Article. 

(19) 'Year' as used in this Article shall mean the regular fiscal year 
beginning July 1 and ending June 30 in the following calendar 
'year, unless otherwise defined by regulation of the Board of 
Trustees." 

Senate Bill 494 Page 3 
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1 Section 4. G.S. 135-54 reads as rewritten: 
2 11 § 135-54. Name and date of establishment. 
3 A Retirement System is hereby established and placed under the management of 
4 the Board of Trustees for the purpose of providing retirement allowances and other 
5 benefits under the provisions of this Article for justices and judges, district attorneys, 
6 public defenders, and clerks of superior court of the General Court of Justice of 
7 North Carolina, and their survivors. The Retirement System so created shall be 
8 established as of January 1, 1974. 
9 The Retirement System shall have the power and privileges of a corporation and 

10 shall be known as the 'Consolidated Judicial Retirement System of North Carolina,' 
11 and by such name all of its business shall be transacted. 11 

12 Section 5. G.S. 135-55 reads as rewritten: 
13 "§ 135-55. Membership. 
14 (a) The membership of the Retirement System shall consist of: 
15 (1) All judges and district attorneys in office on January 1, 1974; 
16 (2) All persons who become judges and district attorneys or reenter 
17 service as judges and district attorneys after January 1, 1974; 
18 (3) All clerks of superior court in office on January 1, 1975; ftftd 
19 (4) All persons who become clerks of superior court or reenter service 
20 as clerks of superior court after January 1, ~ 1975: 
21 ill All public defenders in office on July 1, 1997: and 
22 ill All persons who become public defenders or reenter service as 
23 public defenders after July 1, 1997. 
24 (b) The membership of any person in the Retirement System shall cease upon: 
25 (1) The withdrawal of his accumulated contributions after he is no 
26 longer a judge, district etteraey attorney, public defender, or clerk 
27 of superior court, or 
28 (2) His retirement under the provisions of the Retirement System, or 
29 (3) His death." 
30 Section 6. G.S. 135-56(a) reads as rewritten: 
31 "(a) Subject to such rules and regulations as the Board of Trustees shall adopt with 
32 regard to the verification of a judge's prior service, the prior service of a judge shall 
33 consist of his service rendered prior to January 1, 1974, as a justice of the Supreme 
34 Court, judge of the Court of Appeals, judge of the superior court, judge of the district 
35 court division of the General Court of Justice, as administrative officer of the courts, 
36 er as a solicitor or district eueraey. attorney, or as a public defender." 
37 Section 7. G.S. 135-56 is amended by adding a new subsection to read: 
38 "(0 On and after July 1, 1997, the creditable service of a member who was a 
39 public defender and a member of the Teachers' and State Employees' Retirement 
40 System at the time of transfer of membership from the previous system to this System 
41 shall include service as a public defender that was creditable in the previous system_ 
42 immediately prior to July 1, 1997. The accumulated contributions of a member as a 
43 public defender shall be transferred from the previous system to this System in the 
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1 same manner as prescribed under G.S. 135-28.1 as it pertained to judges of the 
2 district court division of the General Court of Justice." 
3 Section 8. G.S. 135-58(al) reads as rewritten: 
4 "(al) Any member who retires under the provisions of subsection (a) or 
5 subsection (c) of G.S. 135-57 on or after July 1, 1990, but before July 1, 1997. after he 
6 either has attained his 65th birthday or has completed 24 years or more of creditable 
7 service shall receive an annual retirement allowance, payable monthly, which shall 
8 . commence on the effective date of his retirement and shall be continued on the first 

· 9 day of each month thereafter during his lifetime, the amount of which shall be 
10 computed as the sum of (1), (2), and (3) following, provided that in no event shall the 
11 annual allowance payable to any member be greater than an amount which, when 
12 added to the allowance, if any, to which he is entitled under the Teachers' and State 
13 Employees' Retirement System, the Legislative Retirement System or the North 
14 Carolina Local Governmental Employees' Retirement System (prior in any case to 
15 any reduction for early retirement or for an optional mode of payment) would total 
16 three-fourths of his final compensation: 
17 (1) Four and two-hundredths percent ( 4.02%) of his final 
18 compensation, multiplied by the number of years of his creditable 
19 service rendered as a justice of the Supreme Court or judge of the 
20 Court of Appeals; 
21 (2) Three and fifty-two hundredths percent (3.52 % ) of his final 
22 compensation, multiplied by the number of years of his creditable 
23 service rendered as a judge of the superior court or as 
24 administrative officer of the courts; 
25 (3) Three and two-hundredths percent (3.02%) of his final 
26 compensation, multiplied by the number of years of his creditable 
27 service rendered as a judge of the district court, district attorney, 
28 or clerk of superior court." 
29 Section 9. G.S. 135-58 is amended by adding a new subsection to read: 
30 "(a2) Any member who retires under the provisions of subsection (a) or 
31 subsection (c) of G.S. 135-57 on or after July 1, 1997, after he either has attained his 
32 65th birthday or has completed 24 years or more of creditable service shall receive an 
33 annual retirement allowance. payable monthly, which shall commence on the 
34 effective date of his retirement and shall be continued on the first day of each month 
35 thereafter during his lifetime, the amount of which shall be computed as the sum of 
36 (1), (2), and (3) following, provided that in no event shall the annual allowance 
37 payable to . any member be greater than an amount which, when added to the 
38 allowance, if any, to which he is entitled under the Teachers' and State Employees' 
39 Retirement System. the Legislative Retirement System, or the North Carolina Local 
40 Governmental Employees' Retirement System (prior in any case to any reduction for 
41 early retirement or for an optional mode of payment) would total three-fourths of his 
42 final compensation: 
43 ill Four and two-hundredths percent ( 4.02 % ) of his final 
44 compensation, multiplied by the number of years of his creditable 
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1 service rendered as a justice of the Supreme Court or judge of the 
2 Court of Appeals; 
3 ill Three and fifty-two hundredths percent (3.52%) of his final 
4 compensation, multiplied by the number of years of his creditable 
5 service rendered as a judge of the superior court or as 
6 administrative officer of the courts; 
7 ill Three and two-hundredths percent (3.02%) of his final 
8 compensation, multiplied by the number of years of his creditable 
9 service rendered as a judge of the district court, district attorney, 

10 clerk of superior court, or public defender." 
11 Section 10. G.S. 135-56 is amended by adding a new subsection to read: 
12 "(c) On and after July 1, 1997, the creditable service of a public defender of a 
13 member who was a member of the Teachers' and State Employees' Retirement 
14 System on June 30, 1997, and whose accumulated contributions are transferred from 
15 that System to this System, includes service that was creditable in the Teachers' and 
16 State Employees' Retirement System, and membership service with that System is 
17 membership service with this System." 
18 Section 11. This act becomes effective July 1, 1997. 
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SESSION 1997 

SENATE BILL 1183* 

Short Title: Fayetteville Public Works Retirement. 

Sponsors: Senator Rand. 

Referred to: Pensions & Retirement and Insurance. 

May 20, 1998 

1 

(Local) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW THE PUBLIC WORKS COMMISSION OF THE CITY OF 
3 FAYETTEVILLE TO PARTICIPATE IN THE LOCAL GOVERNMENTAL 
4 EMPLOYEES' RETIREMENT SYSTEM. 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

The General Assembly of North Carolina enacts: 
Section 1. Notwithstanding any provisions of Article 3 of Chapter 128 of 

the General Statutes and of Section 6.20 of the Charter of the City of Fayetteville, as 
set forth in Section 1 of Chapter 557 of the 1979 Session Laws, the Public Works 
Commission of the City of Fayetteville, as described and continued by Section 6.1 of 
the Charter of the City of Fayetteville as set forth in Section 1 of Chapter 557 of the 
1979 Session Laws, as amended by Section 2 of Chapter 756 of the 1981 Session 
Laws, shall be deemed to be an "employer" within the meaning of G.S. 128-21(11), 
and shall be eligible to participate in the North Carolina Local Governmental 
Employees' Retirement System. 

Section 2. This act is effective when it becomes law . 
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SESSION 1997 

SENATE BILL 1180 

Short Title: Fire and Rescue Squad Pensions. 

1 

(Public) 

Sponsors: Senators Warren; Albertson, Dalton, Odom, Phillips, Plyler, Shaw of 
Cumberland, Weinstein, and Wellons. 

Referred to: Pensions & Retirement and Insurance. 

May 20, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO INCLUDE COUNTY FIRE MARSHALS IN THE FIREMEN'S AND 
3 RESCUE SQUAD WORKERS' PENSION FUND AND TO INCREASE THE 
4 MONTHLY PENSION FOR MEMBERS OF THE FIREMEN'S AND RESCUE 
5 SQUAD WORKERS' PENSION FUND. 
6 The General Assembly of North Carolina enacts: 
7 Section 1. G.S. 58-86-25 reads as rewritten: 
8 "§ 58-86-25. 'Eligible firemen' defined; determination and certification of volunteers 
9 meeting qualifications. 

10 'Eligible firemen' shall mean all firemen of the State of North Carolina or any 
11 political subdivision ·thereof, including those performing such functions in the 
12 protection of life and property through fire fighting within a county or city 
13 governmental unit and so certified to the Commissioner - of Insurance by· the 
14 governing body thereof, and who belong to a bona fide fire department which, as 
15 determined by the Commissioner, is classified as not less than class '9' or class 'A' 
16 and 'AA' departments in accordance with rating methods, schedules, classifications, 
17 underwriting rules, bylaws or regulations effective or applied with respect to the 
18 establishment of rates or premiums used or charged pursuant to Articles 36 or 40 of 

· 19 this Chapter or by such other reasonable methods as the Commissioner may 
20 determine, and which operates fire apparatus and equipment of the value of five 
21 thousand dollars ($5,000) or more, and said fire department holds drills· and meetings 
22 not less than four hours monthly and said firemen attend at least 36 hours of all drills 
23 and meetings in each calendar year. 'Eligible firemen' shall also mean the fire 
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1 marshal of each county. provided the board of county commissioners of that county 
2 certifies the fire marshal's attendance at no less than 36 hours of all drills and 
3 meetings in each calendar year. 'Eligible firemen' shall also mean those persons 
4 meeting the other qualifications of this section, not exceeding 25 volunteer firemen 
5 plus one additional volunteer fireman per 100 population in the area served by their 
6 respective departments. Each department shall annually determine and report the 
7 names of those firemen meeting the eligibility qualifications to its respective 
8 governing body, which upon determination of the validity and accuracy of the 
9 qualification shall promptly ·certify the list to the board. For the purposes of the 

10 preceding sentence, the governing body of a fire department operated: by a county is 
11 the county board of commissioners; by a city is the city councH; by a sanitary district 
12 is the sanitary district board; by a corporation, whether profit or nonprofit, is the 
13 corporatiqn's board of directors; and by any other entity is that group designated by 
14 the board." 
15 Section 2. G.S. 58-86-55 reads as rewritten: 
16 "§ 58-86-55. Monthly pensions upon retirement. 
17 Any member who has served 20 years as an 'eligible fireman' or 'eligible rescue 
18 squad worker' in the State of North Carolina, as provided in G.S. 58-86-25 and G.S. 
19 58-86-30, and who has attained the age of 55 years is entitled to be paid a monthly 
20 pension from this fund. The monthly pension shall be in the amount of eH:c httBdf'cd 
21 fof'ty eHc dollaf's ($141.00) one hundred forty-six dollars ($146.00) per month. Any 
22 retired fireman receiving a pension shall, effective July 1, 1997, receive a pension of 
23 OBC httfldrcd forty OH:C dollars ($141.00) one hundred forty-six dollars ($146.00) per 
24 month. 
25 Members shall pay ten dollars ($10.00) per month as required by G.S. 58-86-35 
26 and G.S. 58-86-40 for a period of no longer than 20 years. No 'eligible rescue squad 
27 member' shall receive a pension prior to July 1, 1983. No member shall be entitled to 
28 a pension hereunder until the member's official duties as a fireman or rescue squad 
29 worker for which the member is paid compensation shall have been terminated and 
30 the member shall have retired as such according to standards or rules fixed by the 
31 board of trustees. 
32 A member who is totally and permanently disabled while in the discharge of the 
33 member's official duties as a result of bodily injuries sustained or as a result of 
34 extreme exercise or extreme activity experienced in the course and scope of those 
35 official duties and who leaves the fire or rescue squad service because of this 
36 disability. shall be entitled to be paid from the fund a monthly benefit in an amount 
37 of oBc httH:drcd foFty OBC dollars ($141.00) one hundred forty-six dollars ($146.00) 
38 per month beginning the first month after the member's fifty-fifth birthday. All 
39 applications for disability are subject to the approval of the board who may appoint 
40 · physicians to examine and evaluate the disabled member prior to approval of the 
41 application, and annually thereafter. Any disabled member shall not be required to 
42 make the monthly payment of ten dollars ($10.00) as required by G.S. 58-86-35 and 
43 G.S. 58-86-40. 
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1 A member who is totally and permanently disabled for any cause, other than line 
2 of duty, who leaves the fire or rescue squad service because of this disability and who 
3 has at least 10 years of service with the pension fund, may be permitted to continue 
4 making a monthly contribution of ten dollars ($10.00) to the fund until the member 
5 has made contributions for a total of 240 months. The member shall upon attaining 
6 the age of 55 years be entitled to receive a pension as provided by this section. All 
7 applications for disability are subject to the approval of the board who may appoint 
8 physicians to examine and evaluate the disabled member prior to approval of the 
9 application and annually thereafter. 

10 A member who, because his residence is annexed by a city under Part 2 or Part 3 
11 of Article 4 of Chapter 160A of the General Statutes, or whose department is closed 
12 because of an annexation by a city under Part 2 or Part 3 of Article 4 of Chapter 
13 160A of the General Statutes, and because of such annexation is unable to perform as 
14. a fireman of any status, and if the member has at least 10 years of service with the 
15 pension fund, may be permitted to continue making a monthly contribution of ten 
16 dollars ($10.00) to the fund ·until the member has made contributions for a total of 
17 240 months. The member upon attaining the age of 55 years and completion of such 
18 contributions shall be entitled to receive a pension as provided by this section. Any 
19 application to make monthly . contributions under this section shall be subject to a 
20 finding of eligibility by the Board of Trustees upon application of the member. 
21 The pensions provided shall be in addition to all other pensions or benefits under _ 
22 any other statutes of the State of North Carolina or the United States, 
23 notwithstanding any exclusionary provisions of other pensions or retirement systems 
24 provided by law." 
25 Section 3. This act becomes effective July 1, 1998. 
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SESSION 1997 

SENATE BILL 1407 

Short Title: Reg. of Deeds Supp. Pension Change. 

Sponsors: Senator Carpenter. 

Referred to: Pensions & Retirement and Insurance. 

May 28, 1998 

1 A BILL TO BE ENTITLED 

1 

(Public) 

2 AN ACT TO PROVIDE BENEFITS UNDER THE REGISTERS OF DEEDS' 
3 SUPPLEMENT AL PENSION FUND ACT TO REGISTERS OF DEEDS WHO 
4 ARE OTHERWISE NOT ELIGIBLE SOLELY BECAUSE THE COUNTY DOES 
5 NOT PARTICIPATE IN THE LOCAL GOVERNMENTAL EMPLOYEES' 
6 RETIREMENT SYSTEM. 
7 The General Assembly of North Carolina enacts: 
8 Section 1. G.S. 161-50.4 reads as rewritten: 
9 "§ 161-50.4. Eligibility. 

10 (a) Each county register of deeds who has retired with at least 12 years eligible 
11 service as register of deeds from the Local Governmental Employees' Retirement 
12 System or an equivalent locally sponsored plan before June 30, 1988, and those who 
13 retire on or after June 30, 1988, but before July 1, 1991, and who have completed at 
14 least 12 years of eligible service as register of deeds is entitled to receive a monthly 
15 pension under this Article, beginning July 1, 1988. Effective July 1, 1991, each county 
16 register of deeds who retires with at least 10 years of eligible service as register of 
17 deeds is entitled to receive a monthly pension under this Article. 
18 (al) Notwithstanding the provisions of subsection (a) of this section, effective 
19 January 1, 1996, any county register of deeds who separates from service as register of 
20 · deeds after completing at least 10 years of eligible service as register of deeds, but 
21 who does not commence retirement with the Local Governmental Employees' 
22 Retirement System, shall have the right to receive a monthly pension under this 
23 Article payable upon retirement with the Local Governmental Employees' 
24 Retirement System. 
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1 (a2) Each county register of deeds who is not eligible to retire with the Local 
2 Governmental Employees' Retirement System solely because the county has not 
3 elected to participate as an employer with the Local Governmental Employees' 
4 Retirement System and who has either (i) attained the age of 65, (ii) attained 30 years 
5 of creditable service regardless of age, or (iii) attained the age of 60 with not less than 
6 25 years of creditable service, and who has completed at least 10 years of creditable 
7 service as a register of deeds is entitled to receive a monthly pension under this 
8 Article, provided that register of deeds is not eligible to receive any retirement 
9 benefits from any State or locally sponsored plan. 

10 (b) Each eligible retired register of deeds as defined in subsection (a) er (al) U!1 
, 11 (al), or (a2) of this section relating to service and retirement status on January 1 of 

12 each calendar year shall be entitled to receive a monthly pension under this Article 
13 beginning with the month of January of the same calendar year." 
14 Section 2. G.S. 161-50.5 is amended by adding a new subsection to read: 
15 "(al) A register of deeds eligible under G.S. 161-50.4 (a2) shall be entitled to 
16 receive an annual pension benefit. payable in egual monthly installments as 
17 determined under the provisions of subsection (a) of this section, but reduced by an 
18 amount egual to the benefit that would be payable from the Local Governmental 
19 Employees' Retirement System if the register of deeds had been a member of the 
20 Local Governmental Employees' Retirement System and all of the years of local. 
21 service were creditable to that System." 
22 Section 3. This act becomes effective July 1, 1998. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 1465 

Short Title: Modify Election of Optional Allowance. 

1 

(Public) 

Sponsors: Senators Jenkins; Ballance, Cooper, Kinnaird, Lucas, Martin of Pitt, 
Miller, Odom, Rand, Reeves, Shaw of Cumberland, Weinstein, and 
Wellons. 

Referred to: Pensions & Retirement and Insurance. 

May 28, 1998 

A BILL TO BE ENTITLED 
AN ACT TO ALLOW MEMBERS OF THE LEGISLATIVE, LOCAL 

GOVERNMENTAL EMPLOYEES', AND TEACHERS' AND STATE 
EMPLOYEES' RETIREMENT SYSTEMS TO CHANGE THEIR DESIGNATED 
BENEFICIARIES AFTER RETIREMENT HAS BECOME EFFECTIVE UNDER 
CERTAIN CIRCUMSTANCES. 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 120-4.26 reads as rewritten: 

"§ 120-4.26. Benefit payment options. 
Any member may elect to receive his benefits in a retirement allowance payable 

throughout life, or he may elect to receive the actuarial equivalent of the retirement 
allowance in a reduced allowance payable throughout life under the provisions of one 
of the options set forth below. No election may be made after the first payment 
becomes due, or the first retirement check cashed, nor may an election be revoked or 
a nomination changed. The election of Option 2 or Option 3 or the nomination of 
the person thereunder shall be revoked if the person nominated dies prior to the date 
the first payment becomes normally due or until the first retirement check has been 
cashed. The election may be revoked by the member prior to the date the first 
payment becomes normally due or until his first retirement check has been cashed. 
Provided, however, in the event a member has elected Option 2 or Option 3 and 
nominated his or her spouse to receive a retirement allowance upon the member's 
death, and the spouse predeceases the member after the first payment becomes 
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1 normally due or the first retirement check has been cashed, if the member remarries 
2 he or she may nominate a new spouse to receive the retirement allowance under the 
3 previously elected option, within 90 days of the remarria&e. The new nomination 
4 shall be effective on the first day of the month in which it is made and shall provide 
5 for a retirement allowance computed to be the actuarial equivalent of the retirement 
6 allowance in effect immediately prior to the effective date of the new nomination, 
7 Prev1aea, h:e¥tever, eny Any member having elected Options 2 or 3 and nominated 
8 his or her spouse to receive a retirement allowance upon the member's death may, 
9 after divorce from his or her spouse, revoke the nomination and elect a new option, 

10 effective on the first day of the month in which the new option is elected, providing 
.11 for a retirement allowance computed to be the actuarial equivalent to the retirement 
12 allowance in effect immediately prior to the effective date of the new option. 
13 Option 1. For Members Retiring Prior to July 1, 1993. -- If a member dies within 
14 10 years from his retirement date, an amount equal to his accumulated contributions 
15 at retirement, less one-one hundred twentieth (l/120) for each month for which he 
16 has received a retirement allowance payment, shall be paid to his legal representative 
17 or to the person he nominates by written designation acknowledged and filed with 
18 the Board of Trustees; 
19 Option 2. -- Upon his death, his reduced retirement allowance shall be continued 
20 throughout the life of and paid to the person he nominates by written designation 
21 duly acknowledged and filed with the Board of Trustees at the time of his retirement. 
22 If the person selected is other than his spouse, the reduced retirement allowance 
23 payable to the member shall not be less than one half of the retirement allowance 
24 without optional modification which would otherwise be payable to him; or 
25 Option 3. -- Upon his death, one half of his reduced retirement allowance shall be 
26 continued throughout the life of and paid to the person he nominates by written 
27 designation duly acknowledged and filed with the Board of Trustees at the time of his 
28 retirement. 11 

29 Section 2. G.S. 128-27(g) reads as rewritten: 
30 11 (g) Election of Optional Allowance. -- With the provision that until the first 
31 payment on account of any benefit becomes normally due, or his first retirement 
32 check has been cashed, any member may elect to receive his benefits in a retirement 
33 allowance payable throughout life, or he may elect to receive the actuarial equivalent 
34 of such retirement allowance in a reduced allowance payable throughout life under 
35 the provisions of one of the Options set forth below. The election of Option two or 
36 Option three or nomination of the person thereunder shall be revoked if such person 
37 nominated dies prior to the date the first payment becomes normally due or the first 
38 retirement check has been cashed. Such election may be revoked by the member 
39 prior to the date the first payment becomes normally due or his first retirement check 
40 has been cashed. Provided, however, in the event a member has elected Option 2 or 
41 Option 3 and nominated his or her spouse to receive a retirement allowance upon 
42 the member's death. and the spouse predeceases the member after the first payment 
43 becomes normally due or the first retirement check has been cashed, if the member 
44 remarries he or she may nominate a new spouse to receive the retirement allowance 
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1 under the previously elected option, within 90 days of the remarria~e. The new 
2 nomination shall be effective on the first day of the month in which it is made and 
3 shall provide for a retirement allowance computed to be the actuarial equivalent of 
4 the retirement allowance in effect immediately prior to the effective date of the new 
5 nomination. Pre'1ieee, ltewever, ey Any member having elected Options two, three, 
6 or six and nominated his or her spouse to receive a retirement allowance upon the 
7 member's death may, after divorce from his or her spouse, revoke the nomination 
8 and elect a new option, effective on the first day of the month in which the new 
9 option is elected, providing for a retirement allowance computed to be the actuarial 

10 equivalent of the retirement allowance in effect immediately prior to the effective 
11 date of the new option. 
12 Option one. (a) In the Case of a Member Who Retires prior to July 1, 1965. -- If 
13 he dies before he has received in annuity payments the present 
14 value of his annuity as it was at the time of his retirement, the 
15 balance shall be paid to such person as he shall nominate by 
16 written designation duly acknowledged and filed with the Board of 
17 Trustees or, if none, to his legal representative. 
18 (b) In the Case of a Member Who Retires on or after July 1, 1965, but 
19 prior to July 1, 1993. -- If he dies within 10 years from his 
20 retirement date, an amount equal to his accumulated contributions 
21 at retirement, less one one-hundred-twentieth thereof for each 
22 month for which he has received a retirement allowance payment, 
23 shall be paid to such person as he shall nominate by written 
24 designation duly acknowledged and filed with the Board of 
25 Trustees or, if none, to his legal representative; or 
26 Option two. Upon his death his reduced retirement allowance shall be continued 
· 27 throughout the life of and paid to such person as he shall nominate by written 
28 designation duly acknowledged and filed with the Board of Trustees at the time of his 
29 retirement, provided that if the person selected is other than his spouse the reduced 
30 retirement allowance payable to the member shall not be less than one half of the 
31 retirement allowance without optional modification which would otherwise be 
32 payable to him; or 
33 Option three. Upon his death, one half of his reduced retirement allowance shall 
34 be continued throughout the life of, and paid to such person as he shall nominate by 
35 written designation duly acknowledged and filed with the Board _of Trustees at the 
36 time of his retirement; or 
37 Option four. Adjustment of Retirement Allowance for Social Security Benefits. --
38 Until the first payment on account of any benefit becomes normally due, any member 
39 may elect to convert his benefit otherwise payable on his account after retirement 
40 into a retirement allowance of equivalent actuarial value of such amount that with his 
41 benefit under Table II of the Federal Social Security Act, he will receive, so far as 
42 possible, approximately the same amount per year before and after the earliest age at 
43 which he becomes eligible, upon application therefor, to receive a social security 
44 benefit . 
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1 Option five. For Members Retiring prior to July 1, 1993. -- The member may elect 
2 to receive a reduced retirement allowance under the conditions of Option two or 
3 Option three, as provided for above, with the modification that if both he and the 
4 person nominated die within 10 years from bis retirement date, an amount equal to 
5 his accumulated contributions at retirement, less 11120th thereof for each month for 
6 which a retirement allowance has been paid, shall be paid to his legal representatives 
7 or to such person as he shall nominate by written designation duly acknowledged and 
8 filed with the Board of Trustees. 
9 Option six. A member may elect either Option two or Option three with the 

10 added provision that in the event the designated beneficiary predeceases the member, 
11 the retirement allowance payable to the member after the designated beneficiary's 
12 death shall be equal to the retirement allowance which would have been payable had 
13 the member not elected the option." 
14 Section 3. G.S. 135-5(g) reads as rewritten: 
15 "(g) Election of Optional Allowance. -- With the provision that until the first 
16 payment on account of any benefit becomes normally due, or his first retirement 
17 check has been cashed, any member may elect to receive his benefits in a retirement 
18 allowance payable throughout life, or he may elect to receive the actuarial equivalent 
19 of such retirement allowance in a reduced allowance payable throughout life under 
20 the provisions of one of the options set forth below. The election of Option 2 or 
21 Option 3 or nomination of the person thereunder shall be revoked if such person 
22 nominated dies prior to the date the first payment becomes normally due or until the 
23 first retirement check has been cashed. Such election may be revoked by the member 
24 prior to the date the first payment becomes normally due or until his first retirement 
25 check has been cashed. Provided, however, in the event a member has elected Option 
26 2 or Option 3 and nominated his or her spouse to receive a retirement allowance 
27 upon the member's death, and the spouse predeceases the member after the first. 
28 payment becomes normally due or the first retirement check has been cashed, if the 
29 member remarries he or she may nominate a new spouse to receive the retirement 
30 allowance under the previously elected option. within 90 days of the remarriai:e. The 
31 new nomination shall be effective on the first day of the month in which it is made 
32 and shall provide for a retirement allowance computed to be the actuarial equivalent 
33 of the retirement allowance in effect immediately prior to the effective date of the 
34 new nomination. Prerl'feee, hewever, aHy Any member having elected Options 2, 3, 
35 or 6 and nominated his or her spouse to receive a retirement allowance upon the 
36 member's death may, after divorce from his or her spouse, revoke the nomination 
37 and elect a new option, effective on the first day of the month in which the new 
38 option is elected, providing for a retirement allowance computed to be the actuarial 
39 equivalent of the retirement allowance in effect immediately prior to the effective 
40 date of the new option. 
41 Option 1. (a) In the Case of a Member Who Retires prior to July 1, 1963. -- If he 
42 dies before he has received in annuity payments the present value 
43 of his annuity as it was at the time of his retirement, the balance 
44 shall be paid to his legal representatives or to such person as he 
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1 shall nominate by written designation duly acknowledged and filed 
2 with the Board of Trustees. 
3 (b) In the Case of a Member Who Retires on or after July 1, 1963, but 
4 prior to July 1, 1993. -- H he dies within 10 years from his 
5 retirement date, an amount equal to his accumulated contributions 
6 at retirement, less 1/120 thereof for each month for which he has 
7 received a retirement allowance payment, shall be paid to his legal 
8 representatives or to such person as he shall nominate by written 
9 designation duly acknowledged and filed with the Board of 

10 Trustees; or 
11 Option 2. Upon his death his reduced retirement allowance shall be continued 
12 throughout the life of and paid to such person as he shall nominate by written 
13 designation duly acknowledged and filed with the Board of Trustees at the time of his 
14 retirement, provided that if the person selected is other than his spouse the reduced 
15 retirement allowance payable to the member shall not be less than one half of the 
16 retirement allowance without optional modification which would otherwise be 
17 payable to him; or 
18 Option 3. Upon his death, one half of his reduced retirement allowance shall be 
19 continued throughout the life of, and paid to such person as he shall nominate by 
20 written designation duly acknowledged and filed with the Board of Trustees at the 
21 time of his retirement; or 
22 Option 4. Adjustment of Retirement Allowance for Social Security Benefits. --
23 Until the first payment on account of any benefit becomes normally due, any member 
24 may elect to convert his benefit otherwise payable on his account after retirement 
25 into a retirement allowance of equivalent actuarial value of such amount that with his 
26 benefit under Title II of the Federal Social Security Act, he will receive, so far as 
27 possible, approximately the same amount per year before and after the earliest age at 
28 which he becomes eligible, upon application therefor, to receive a social security 
29 benefit. 
30 Option 5. For Members Retiring Prior to July 1, 1993. -- The member may elect to 
31 receive a reduced retirement allowance under the conditions of Option 2 or Option 
32 3, as provided for above, with the modification that if both he and the person 
33 nominated die within 10 years from his retirement date, an amount equal to his 
34 accumulated contributions at retirement, less 1/120 thereof for each month for which 
35 a retirement allowance has been paid, shall be paid to his legal representatives or to 
36 such person as he shall nominate by written designation duly acknowledged and filed 
37 with the Board of Trustees. 
38 Option 6. A member may elect either Option 2 or Option 3 with the added 
39 provision that in the event the designated beneficiary predeceases the member, the 
40 retirement allowance payable to the member after the designated beneficiary's death 
41 shall be equal to the retirement allowance which would have been payable had the 
42 member not elected the option." 
43 Section 4. This act is effective when it becomes law . 

Senate Bill 1465 Page 5 



• 

1 

• 2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 

/', 19 
20 
21 
22 

• 

s 

GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENA TE BILL 1465 

Short Title: Modify Election of Optional Allowance. 

1 

(Public) 

Sponsors: Senators Jenkins; Ballance, Cooper, Kinnaird, Lucas, Martin of Pitt, 
Miller, Odom, Rand, Reeves, Shaw of Cumberland, Weinstein, and 
Wellons. 

Referred to: Pensions & Retirement and Insurance. 

May 28, 1998 

A BILL TO BE ENTITLED 
AN ACT TO ALLOW MEMBERS OF THE LEGISLATIVE, LOCAL 

GOVERNMENTAL EMPLOYEES', AND TEACHERS' AND STATE 
EMPLOYEES' RETIREMENT SYSTEMS TO CHANGE THEIR DESIGNATED 
BENEFICIARIES AFTER RETIREMENT HAS BECOME EFFECTIVE UNDER 
CERTAIN CIRCUMSTANCES. 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 120-4.26 reads as rewritten: 

"§ 120-4.26. Benefit payment options. 
Any member may elect to receive his benefits in a retirement allowance payable 

throughout life, or .he may elect to receive the actuarial equivalent of the retirement 
allowance in a reduced allowance payable throughout life under the provisions of one 
of the options set forth below. No election may be made after the first payment 
becomes due, or the first retirement check cashed, nor may an election be revoked or 
a nomination changed. The election of Option 2 or Option 3 or the nomination of 
the person thereunder shall be revoked if the person nominated dies prior to the date 
the first payment becomes normally due or until the first retirement check has been 
cashed. The election may be revoked by the member prior to the date the first 
payment becomes normally due or until his first retirement check has been cashed. 
Provided, however, in the event a member has elected Option 2 or Option 3 and 
nominated his or her spouse to receive a retirement allowance upon the member's 
death. and the spouse predeceases the member after the first payment becomes 
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1 normally due or the first retirement check has been cashed, if the member remarries 
2 he or she may nominate a new spouse to receive the retirement allowance under the 
3 previously elected option, within 90 days of the remarriaie. The new nomination 
4 shall be effective on the first day of the month in which it is made and shall provide 
5 for a retirement allowance computed to be the actuarial eguivalent of the retirement 
6 allowance in effect immediately prior to the effective date of the new nomination. 
7 Previeee, llewever, any Any member having elected Options 2 or 3 and nominated 
8 his or her spouse to receive a retirement allowance upon the member's death may, 
9 after divorce from his or her spouse, revoke the nomination and elect a new option, 

10 effective on the first day of the month in which the new option is elected, providing 
11 for a retirement allowance computed to be the actuarial equivalent to the retirement 
12 allowance in effect immediately prior to the effective date of the new option. 
13 Option 1. For Members Retiring Prior to July 1, 1993. -- Ha member dies within 
14 10 years from his retirement date, an amount equal to his accumulated contributions 
15 at retirement, less one-one hundred twentieth (1/120) for each month for which he 
16 has received a retirement allowance payment, shall be paid to his legal representative 
17 or to the person he nominates by written designation acknowledged and filed with 
18 the Board of Trustees; 
19 Option 2. -- Upon his death, his reduced retirement allowance shall be continued 
20 throughout the life of and paid to the person he nominates by written designation 
21 duly acknowledged and filed with the Board of Trustees at the time of his retirement. 
22 If the person selected is other than his spouse, the reduced retirement allowance 
23 payable to the member shall not be less than one half of the retirement allowance 
24 without optional modification which would otherwise be payable to him; or 
25 Option 3. -- Upon his death, one half of his reduced retirement allowance shall be 
26 continued throughout the life of and paid to the person he nominates by written 
27 designation duly acknowledged and filed with the Board of Trustees at the time of his 
28 retirement." 
29 Section 2. G.S. 128-27(g) reads as rewritten: 
30 "(g) Election of Optional Allowance. -- With the provision that until the first 
31 payment on account of any benefit becomes normally due, or his first retirement 
32 check has been cashed, any member may elect to receive his benefits in a retirement 
33 allowance payable throughout life, or he may elect to receive the actuarial equivalent 
34 of such retirement allowance in a reduced allowance payable throughout life under 
35 the provisions of one of the Options set forth below. The election of Option two or 
36 Option three or nomination of the person thereunder shall be revoked if such person 
37 nominated dies prior to the date the first payment becomes normally due or the first 
38 retirement check has been cashed. Such election may be revoked by the member 
39 prior to the date the first payment becomes normally due or his first retirement check 
40 has been cashed. Provided, however, in the event a member has elected Option 2 or 
41 Option 3 and nominated his or her spouse to receive a retirement allowance upon 
42 the member's death, and the spouse predeceases the member after the first payment 
43 becomes normally due or the first retirement check has been cashed, if the member 
44 remarries he or she may nominate a new spouse to receive the retirement allowance 
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1 under the previously elected option. within 90 days of the remarria&e. The new 
2 nomination shall be effective on the first day of the month in which it is made and 
3 shall provide for a retirement allowance computed to be the actuarial eguivalent of 
4 the retirement allowance in effect immediately prior to the effective date of the new 
5 nomination. Prerlieee, hewer,er, any Any member having elected Options two, three, 
6 or six and nominated his or her spouse to receive a retirement allowance upon the 
7 member's death may, after divorce from his or her spouse, revoke the nomination 
8 and elect a new option, effective on the first day of the month in which the new 
9 option is elected, providing for a retirement allowance computed to be the actuarial 

10 equivalent of the retirement allowance in effect immediately prior to the effective 
11 date of the new option. 
12 Option one. (a) In the Case of a Member Who Retires prior to July 1, 1965. -- If 
13 he dies before he has received in annuity payments the present 
14 value of his annuity as it was at the time of his retirement, the 
15 balance shall be paid to such person as he shall nominate by 
16 written designation duly acknowledged and filed with the Board of 
17 Trustees or, if none, io his legal representative. 
18 (b) In the Case of a Member Who Retires on or after July 1, 1965, but 
19 prior to July 1, 1993. -- If he dies within 10 years from his 
20 retirement date, an amount equal to his accumulated contributions 
21 at retirement, less one one-hundred-twentieth thereof for each 
22 month for which he has received a retirement allowance payment, 
23 shall be paid to such person as he shall nominate by written 
24 designation duly acknowledged and filed with the Board of 
25 Trustees or, if none, to his legal representative; or 
26 Option two. Upon his death his reduced retirement allowance shall be continued 
27 throughout the life of and paid to such person as he shall nominate by written 
28 designation duly acknowledged and filed with the Board of Trustees at the time of his 
29 retirement, provided that if the person selected is other than his spouse the reduced 
30 retirement allowance payable to the member shall not be less than one half of the 
31 retirement allowance without optional modification which would otherwise be 
32 payable to him; or 
33 Option three. Upon his death, one half of his reduced retirement allowance shall 
34 be continued throughout the life of, and paid to such person as he shall nominate by 
35 written designation duly acknowledged and filed with the Board of Trustees at the 
36 time of his retirement; or 
37 Option four. Adjustment of Retirement Allowance for Social Security Benefits. --
38 Until the first payment on account of any benefit becomes normally due, any member 
39 may elect to convert his benefit otherwise payable on his account after retirement 
40 into a retirement allowance of equivalent actuarial value of such amount that with his 
41 benefit under Table II of the Federal Social Security Act, he will receive, so far as 
42 possible, approximately the same amount per year before and after the earliest age at 
43 which he becomes eligible, upon application therefor, to receive a social security 
44 benefit. 
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1 Option five. For Members Retiring prior to July 1, 1993. -- The member may elect 
2 to receive a reduced retirement allowance under the conditions of Option two or 
3 Option three, as provided for above, with the modification that if both he and the 
4 person nominated die within 10 years from bis retirement date, an amount equal to 
5 his accumulated contributions at retirement, less 11120th thereof for each month for 
6 which a retirement allowance has been paid, shall be paid to his legal representatives 
7 or to such person as he shall nominate by written designation duly acknowledged and 
8 filed with the Board of Trustees. 
9 Option six. A member may elect either Option two or Option three with the 

10 added provision that in the event the designated beneficiary predeceases the member, 
11 the retirement allowance payable to the member after the designated beneficiary's 
12 death shall be equal to the retirement allowance which would have been payable had 
13 the member not elected the option." 
14 Section 3. G.S. 135-5(g) reads as rewritten: 
15 "(g) Election of Optional Allowance. -- With the provision that until the first 
16 payment on account of any benefit becomes normally due, or his first retirement 
17 check has been cashed, any member may elect to receive his benefits in a retirement 
18 allowance payable throughout life, or he may elect to receive the actuarial equivalent 
19 of such retirement allowance in a reduced allowance payable throughout life under 
20 the provisions of one of the options set forth below. The election of Option 2 or 
21 Option 3 or nomination of the person thereunder shall be revoked if such person 
22 nominated dies prior to the date the first payment becomes normally due or until the 
23 first retirement check has been cashed. Such election may be revoked by the member 
24 prior to the date the first payment becomes normally due or until his first retirement 
25 check has been cashed. Provided, however, in the event a member has elected Option 
26 2 or Option 3 and nominated his or her spouse to receive a retirement allowance 
27 upon the member's death, and the spouse predeceases the member after the first 
28 payment becomes normally due or the first retirement check has been cashed, if the 
29 member remarries he or she may nominate a new spouse to receive the retirement 
30 allowance under the previously elected option. within 90 days of the remarria&e, The 
31 new nomination shall be effective on the first day of the month in which it is made 
32 and shall provide for a retirement allowance computed to be the actuarial equivalent 
33 of the retirement allowance in effect immediately prior to the effective date of the 
34 new nomination. P,e"liEleEI, 'hewe;1e,, any Any member having elected Options 2, 3, 
35 or 6 and nominated his or her spouse to receive a retirement allowance upon the 
36 member's death may, after divorce from his or her spouse, revoke the nomination 
37 and elect a new option, effective on the first day of the month in which the new 
38 option is elected, providing for a retirement allowance computed to be the actuarial 
39 equivalent of the retirement allowance in effect immediately prior to the effective 
40 date of the new option. 
41 Option 1. (a) In the Case of a Member Who Retires prior to July 1, 1963. -- If he 
42 dies before he has received in annuity payments the present value 
43 of his annuity as it was at the time of his retirement, the balance 
44 shall be paid to his legal representatives or to such person as he 
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1 shall nominate by written designation duly acknowledged and filed 
2 with the Board of Trustees. 
3 {b) In the Case of a Member Who Retires on or after July 1, 1963., but 
4 prior to July 1, 1993. -- If he dies within 10 years from his 
5 retirement date, an amount equal to his accumulated contributions 
6 at retirement, less 1/120 thereof for each month for which he has 
7 received a retirement allowance payment, shall be paid to his legal 
8 representatives or to such person as he shall nominate by written 
9 designation duly acknowledged and filed with the Board of 

10 Trustees; or 
11 Option 2. Upon his death his reduced retirement allowance shall be continued 
12 throughout the life of and paid to such person as he shall nominate by written 
13 designation duly acknowledged and filed with the Board of Trustees at the time of his 
14 retirement, provided that if the person selected is other than his spouse the reduced 
15 retirement allowance pa,yable to the member shall not be less than one half of the 
16 retirement allowance without optional modification which would otherwise be 
17 payable to him; or 
18 Option 3. Upon his death, one half of his reduced retirement allowance shall be 
19 continued throughout the life of, and paid to such person as he shall nominate by 
20 written designation duly acknowledged and filed with the Board of Trustees at the 
21 time of his retirement; or . 
22 Option 4. Adjustment of Retirement Allowance for Social Security Benefits. --
23 Until the first payment on account of any benefit becomes normally due, any member 
24 may elect to convert his benefit otherwise payable on his account after retirement 
25 into a retirement allowance of equivalent actuarial value of such amount that with his 
26 benefit under Title II of the Federal Social Security Act, he will receive, so far as 
27 possible, approximately the same amount per year before and after the earliest age at 
28 which he becomes eligible, upon application therefor, to receive a social security 
29 benefit. 
30 Option 5. For Members Retiring Prior to July 1, 1993. -- The member may elect to 
31 receive a reduced retirement allowance under the conditions of Option 2 or Option 
32 3, as provided for above, with the modification that if both he and the person 
33 nominated die within 10 years from his retirement date, an amount equal to his 
34 accumulated contributions at retirement, less 1/120 thereof for each month for which 
35 a retirement allowance has been paid, shall be paid to his legal representatives or to 
36 such person as he shall nominate by written designation duly acknowledged and filed 
37 with the Board of Trustees. 
38 Option 6. A member may elect either Option 2 or Option 3 with the added 
39 provision that in the event the designated beneficiary predeceases the member., the 
40 retirement allowance payable to the member after the designated beneficiary's death 
41 shall be equal to the retirement allowance which would have been payable had the 
42 member not elected the option." 
43 Section 4. This act is effective when it becomes law. 
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Senate Bill 1465 
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Principal Clerk) 

S1465-ASM-001 Page 1 of 
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Comm. Sub. [] 
Amends Title[] 
First Edition 

Sponsor's Name 

1 moves to amend the bill on page 5, line 43, 
2 by rewriting the section to read: 
3 Section 4. This act is effective when it becomes law and 
4 its provisions shall apply to all persons who are retired from the 
5 Legislative Retirement System, the Local Governmental Employees' 
6 Retirement System, or the Teachers' and State Employees' Retirement 
7 System on that date or who retire from any of those retirement 
8 systems after that date. In the case of retired members who 
9 designated a spouse as survivor under one of the options specified 

10 in this act, whose designated spouses predeceased them, and who 
11 remarried prior to the effective date of this act, such members may 
12 nominate the new spouse to receive the survivor retirement benefits 
13 in accordance with this ct, provided that such nomination is made 
14 within 90 da , he . ,fective date of this act. 

SIGNED 
Amendme 

,.·~ ,, . 

ADOPTED _==:::::i~_._~~~~- FAILED TABLED 
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SESSION 1997 

SENATE BILL 1183* 

Short Title: Fayetteville Public Works Retirement. 

Sponsors: Senator Rand. 

Referred to: Pensions & Retirement and Insurance. 

May 20, 1998 

1 

(Local) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW THE PUBLIC WORKS COMMISSION OF THE CITY OF 
3 FAYETTEVILLE TO PARTICIPATE IN THE LOCAL GOVERNMENTAL 
4 EMPLOYEES' RETIREMENT SYSTEM. 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

The General Assembly of North Carolina enacts: 
Section 1. Notwithstanding any provisions of Article 3 of Chapter 128 of 

the General Statutes and of Section 6.20 of the Charter of the City of Fayetteville, as 
set forth in Section 1 of Chapter 557 of the 1979 Session Laws, the Public Works 
Commission of the City of Fayetteville, as described and continued by Section 6.1 of 
the Charter of the City of Fayetteville as set forth in Section 1 of Chapter 557 of the 
1979 Session Laws, as amended by Section 2 of Chapter 756 of the 1981 Session 
Laws, shall be deemed to be an "employer" within the meaning of G.S. 128-21(11), 
and shall be eligible to participate in the North Carolina Local Governmental 
Employees' Retirement System. 

Section 2. This act is effective when it becomes law. 
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SESSION 1997 

SENATE BILL 1464* 

Short Title: Increase Retiree Death Benefit. 

1 

(Public) 

Sponsors: Senators Jenkins; Ballance, Cooper, Lucas, Martin of Pitt, Miller, 
Odom, Rand, Reeves, Shaw of Cumberland, and Weinstein. 

Referred to: Pensions & Retirement and Insurance. 

May 28, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO INCREASE THE CONTRIBUTORY DEATH BENEFIT FOR 
3 RETIREES IN THE TEACHERS' AND STATE EMPLOYEES' RETIREMENT 
4 SYSTEM, THE CONSOLIDATED JUDICIAL RETIREMENT SYSTEM, THE 
5 LEGISLATIVE RETIREMENT SYSTEM, AND THE LOCAL 
6 GOVERNMENTAL RETIREMENT SYSTEM. 
7 The General Assembly of North Carolina enacts: 
8 Section 1. G.S. 135-5(1) reads as rewritten: 
9 "(l) Death Benefit Plan. -- There is hereby created a Group Life Insurance Plan 

10 (hereinafter called the "Plan") which is established as an employee welfare benefit 
11 plan that is separate and apart from the Retirement System and under which the 
12 . members of the Retirement System shall participate and be eligible for group life 
13 insurance benefits. Upon receipt of proof, satisfactory to the Board of Trustees in 
14 their capacity as trustees under the Group Life Insurance Plan, of the death, in 
15 ~ervice, of a member who had completed at least one full calendar year of 
16 membership in the Retirement System, there shall be paid to such person as he shall 
17 have nominated by written designation duly acknowledged and filed with the Board 
18 of Trustees, if such person is living at the time of the member's death, otherwise to 
19 the member's legal representatives, a death benefit. Such death benefit shall be equal 
20 to the greater of: 
21 (1) 
22 
23 

The compensation on which contributions were made by the 
member during the calendar year preceding the year in which his 
death occurs, or 
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1 (2) . The greatest compensation on which contributions were made by 
2 the member during a 12-month period of service within the 24-
3 month period of service ending on the last day of the ·month 
4 preceding the month in which his last day of actual service occurs; 
5 (3), (4) Repealed by Session Laws 1983 (Regular Session, 1984), c. 
6 1049,L 2 
7 subject to a minimum of twenty-five thousand dollars ($25,000) and to a maximum of 
8 fifty thousand dollars ($50,000). Such death benefit shall be payable apart and 
9 separate from the payment of the member's accumulated contributions under the 

10 System on his death pursuant to the provisions of subsection (f) of this section. For 
11 the purpose of the Plan, a member shall be deemed to be in service at the date of his 
12 death if his death occurs within 180 days from the last day of his actual service. 
13 The death benefit provided in this subsection (1) shall not be payable, 
14 notwithstanding the member's compliance with all the conditions set forth in the 
15 preceding paragraph, if his death occurs 
16 (1) After December 31, 1968 and after he has attained age 70; or 
17 (2) After December 31, 1969 and after he has attained age 69; or 
18 (3) After December 31, 1970 and after he has attained age 68; or 
19 (4) After December 31, 1971" and after he has attained age 67; or 
20 (5) After December 31, 1972 and after he has attained age 66; or 
21 (6) After December 31, 1973 and after he has attained age 65; or 
22 (7) After December 31, 1978, but before January 1, 1987, and after he 
23 has attained age 70. 
24 Notwithstanding the above provisions, the death benefit shall be payable on 
25 account of the death of any member who died or dies on or after January 1, 1974, but 
26 before January 1, 1979, after attaining age 65, if he or she had not yet attained age 65, 
27 if he or she had not yet attained age 66, was at the time of death completing the work 
28 year for those individuals under specific contract, or during the fiscal year for those 
29 individuals not under specific contract, in which he or she attained 65, and otherwise 
30 met all conditions for payment of the death benefit. 
31 Notwithstanding the above provisions, the Board of Trustees may and is 
32 specifically authorized to provide the death benefit according to the terms and 
33 conditions otherwise appearing in this Plan in the form of group life insurance, either 
34 (i) by purchasing a contract or contracts of group life insurance with any life 
35 insurance company or companies licensed and authorized to transact business in this 
36 State for the purpose of insuring the lives of members in service, or (ii) by 
37 establishing a separate trust fund qualified under Section 501(c)(9) of the Internal 
38 Revenue Code of 1954, as amended, for such purpose. To that end the Board of 
39 Trustees is authorized, empowered and directed to investigate· the desirability of 
40 . utilizing group life insurance by either of the foregoing methods for the purpose of 
41 providing the death benefit. If a separate trust fund is established, it shall be operated 
42 in accordance with rules and regulations adopted by the Board of Trustees and all 
43 investment earnings on the trust fund shall be credited to such fund. 
44 In administration of the death benefit the following shall apply: 
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1 (1) For the purpose of determining eligibility only, in this subsection 
2 "calendar year" shall mean any period of 12 consecutive months 
3 or, if less, the period covered by an annual contract of 
4 employment. For all other purposes in this subsection "calendar 
5 year" shall mean the 12 months beginning January 1 and ending 
6 December 31. 
7 (2) Last day of actual service shall be: 
8 a. When employment has been terminated, the last day the 
9 member actually worked. 

10 b. When employment has not been terminated, the date on 
11 which an absent member's sick and annual leave expire, 
12 unless he is on approved leave of absence and is in service 
13 under the provisions of G.S. 135-4(h). 
14 (3) For a period when a member is on leave of absence, his status with 
15 respect to the death benefit will be determined by the provisions of 
16 G.S. 135-4(h). 
17 ( 4) A member on leave of absence from his position as a teacher or 
18 State employee for the purpose of serving as a member or officer 
19 of the General Assembly shall be deemed to be in service during 
20 sessions of the General Assembly and thereby covered by the 
21 provisions of the death benefit. The amount of the death benefit 
22 for such member shall be the equivalent of the salary to which the 
23 member would have been entitled as a teacher or State employee 
24 during the 12-month period immediately prior to the month in 
25 which death occurred, not to be less than twenty-five thousand 
26 dollars ($25,000) nor to exceed fifty thousand dollars ($50,000). 
27 The provisions of the Retirement System pertaining to Administration, G.S. 135-6, 
28 and management of funds, G.S. 135-7, are hereby made applicable to the Plan. 
29 A member who is a beneficiary of the Disability Income Plan provided for in 
30 Article 6 of this Chapter shall be eligible for group life insurance benefits as provided 
31 in this subsection, notwithstanding that the member is no longer an employee or 
32 teacher or that the member's death occurs after the eligibility period after active 
33 service. The basis of the death benefit payable hereunder shall be the higher of the 
34 death benefit computed as above or a death benefit based on compensation used in 
35 computing the benefit payable under G.S. 135-105 and G.S. 135-106, as may be 
36 adjusted for percentage post-disability increases, all subject to the maximum dollar 
37 limitation as provided above. A member in receipt of benefits from the Disability 
38 Income Plan under the provisions of G.S. 135-112 whose right to a benefit accrued 
39 under the former Disability Salary Continuation Plan shall not be covered under the 
40 provisions of this paragraph. 
41 Upon receipt of proof, satisfactory to the Board of Trustees in its capacity under 
42 this subsection, of the death of a retired member of the Retirement System on or after 
43 July 1, 1988, but before January 1, 1999, there shall be paid a death benefit to the 
44 surviving spouse of the deceased retired member or to the deceased retired member's 
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1 legal representative if not survived by a spouse; provided the retired member has 
2 elected, when first eligible, to make, and has continuously made, in advance of his 
3 death required contributions as determined by the Board of Trustees on a fully 
4 contributory basis, through retirement allowance deductions or other methods 
5 adopted by the Board of Trustees, to a group death benefit trust fund administered by 
6 the Board of Trustees separate and apart from the Retirement System's Annuity 
7 Savings Fund and Pension Accumulation Fund. This death benefit shall be a lump-
8 sum payment in the amount of five thousand dollars ($5,000) upon the completion of 
9 twenty-four months of contributions required under this subsection. Should death 

10 occur before the completion of twenty-four months of contributions. required under 
11 this subsection, the deceased retired member's surviving spouse or legal 
12 representative if not survived by a spouse shall be paid the sum of the retired 
13 member's contributions required by this subsection plus interest to be determined by 
14 the Board of Trustees. 
15 Upon receipt of proof. satisfactory to the Board of Trustees in its capacity under 
16 this subsection. of the death of a retired member of the Retirement System on or after 
17 January 1. 1999. there shall be paid a death benefit to the surviving spouse of the 
18 deceased retired member or to the deceased retired member's legal representative if 
19 not survived by a spouse: provided the retired member has elected. when first 
20 eligible. to make. and has continuously made. in advance of his death required 
21 contributions as determined by the Board of Trustees on a fully contributory basis. 
22 through retirement allowance deductions or other methods adopted by the Board of 
23 Trustees. to a group death benefit trust fund administered by the Board of Trustees 
24 separate and apart from the Retirement System's Annuity Savings Fund and Pension 
25 Accumulation Fund. This death benefit shall be a lump-sum payment in the amount 
26 of six thousand dollars ($6,000) upon the completion of 24 months of contributions 
27 required under this subsection. Should death occur before the completion of 24 
28 months of contributions required under this subsection, the deceased retired 
29 member's surviving spouse or legal representative if not survived by a spouse shall be 
30 paid the sum of the retired member's contributions required by this subsection plus 
31 interest to be determined by the Board of Trustees." 
32 Section 2. G.S. 135-64(g) reads as rewritten: 
33 "(g) Upon the death of a retired member on or after July 1, 1988, but before 
34 January 1. 1999, there shall be paid a death benefit to the surviving spouse of a 
35 deceased retired member or to the deceased retired member's legal representative if 
36 not survived by a spouse; provided the retired member has elected, when first 
37 eligible, to make, and has continuously made, in advance of his death required 
38 contributions as determined by the Board of Trustees on a fully contributory basis, 
39 through retirement allowance deductions or other methods adopted by the Board of 
40 Trustees, to a group death benefit trust fund administered by the Board of Trustees 
41 separate and apart from the Retirement System's Annuity Savings Fund and Pension 
42 Accumulation Fund. This death benefit shall be a lump-sum payment in the amount 
43 of five thousand dollars ($5,000) upon the completion of 24 months of contributions 
44 required under this subsection. Should death occur before the completion of 24 
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1 months of contributions required under this subsection, the deceased retired 
2 member's surviving spouse or legal representative if not survived by a spouse shall be 
3 paid the sum of the retired member's contributions required by this subsection plus 
4 interest to be determined by the Board of Trustees. 11 

5 Section 3. G.S. 135-64 is amended by adding a new subsection to read: 
6. "(h) Upon the death of a retired member on or after January 1, 1999, there shall 
7 be paid a death benefit to the surviving spouse of a deceased retired member or to 
8 the deceased retired member's legal representative if not survived by a spouse: 
9 provided the retired member has elected. when first eligible, to make, and has 

10 continuously made, in advance of his death required contributions as determined by 
11 the Board of Trustees on a fully contributory basis. through retirement allowance 
12 deductions or other methods adopted by the Board of Trustees. to a group death 
13 benefit trust fund administered by the Board of Trustees separate and apart from the 
14 Retirement System's Annuity Savings Fund and Pension Accumulation Fund. This 
15 death benefit shall be a lump-sum payment in the amount of six thousand dollars 
16 ($6,000) upon the completion of 24 months of contributions required under this 
17 subsection. Should death occur before the completion of 24 months of contributions 
18 required under this subsection, the deceased retired member's surviving spouse or 
19 legal representative if not survived by a spouse shall be paid the sum of the retired 
20 member's contributions required by this subsection plus interest to be determined by 
21 the Board of Trustees." 
22 Section 4. G.S. 120-4.27 reads as rewritten: 
23 "§ 120-4.27. Death benefit. 
24 The designated beneficiary of a member who dies while in service after completing 
25 one year of creditable service shall receive a lump-sum payment of an amount equal 
26 to the deceased member's highest annual salary, to a maximum of fifteen thousand 
27 dollars ($15,000). For purposes of this death benefit "in service" means currently 
28 serving as a member of the North Carolina General Assembly. 
29 The death benefit provided by this section shall be designated a group life 
30 insurance benefit payable under an employee welfare benefit plan that is separate and 
31 apart from the Retirement System but under which the members of the Retirement 
32 System shall participate and be eligible for group life insurance benefits. The Board 
33 of Trustees is authorized to provide the death benefit in the form of group life 
34 insurance either by purchasing a contract or contracts of group life insurance with 
35 any life insurance company or companies licensed and authorized to transact business 
36 in the State of North Carolina for the purpose of insuring the lives of qualified 
37 members in service, or by establishing or affiliating with a separate trust fund 
38 qualified under Section 501(c)(9) of the Internal Revenue Code of 1954, as amended. 
39 Upon receipt of proof, satisfactory to the Board of Trustees, of the death of a 
40 retired member of the Retirement System or Retirement Fund on or after July 1, 
41 1988, but before January 1, 1999. there shall be paid a death benefit to the surviving 
42 spouse of a deceased retired member, or to the deceased retired member's legal 
43 representative if not survived by a spouse; provided the retired member has elected, 
44 when first eligible, to make, and has continuously made, in advance of his death 
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1 required contributions as determined by the Retirement System on a fully 
2 contributory basis, through retirement allowance deductions or other methods 
3 adopted by the Retirement System, to a group death benefit trust fund administered 
4 by the Board of Trustees separate and apart from the Retirement System's Annuity 
5 Savings Fund and Pension Accumulation Fund. This death benefit shall be a lump-
6 sum payment in the amount of five thousand dollars ($5,000) upon the completion 
7 of twenty-four months of contributions required under this subsection. Should death 
8 occur before the completion of twenty-four months of contributions required under 
9 this subsection, the deceased retired member's surviving spouse or legal 

10 representative if not survived by a spouse shall be paid the sum of the retired 
11 member's contributions required by this subsection plus interest to be determined by 
12 the Board of Trustees. 
13 Upon receipt of proof. satisfactory to the Board of Trustees. of the death of a 
14 retired member of the Retirement System or Retirement Fund on or after January 1, 
15 1999, there shall be paid a death benefit to the surviving spouse of a deceased retired 
16 member, or to the deceased retired member's legal representative if not survived by a 
17 spouse: provided the retired member has elected, when first eligible, to make. and has 
18 continuously made, in advance of his death required contributions as determined by 
19 the Retirement System on a fully contributory basis. through retirement allowance 
20 deductions or other methods adopted by the Retirement System, to a group death 
21 benefit trust fund administered by the Board of Trustees separate and apart from the 
22 Retirement System's Annuity Savings Fund and Pension Accumulation Fund. This 
23 death benefit shall be a lump-sum payment in the amount of six thousand dollars 
24 ($6,000) upon the completion of 24 months of contributions required under this 
25 subsection. Should death occur before the completion of 24 months of contributions 
26 required under this subsection, the deceased retired member's surviving spouse or 
27 legal representative if not survived by a spouse shall be paid the sum of the retired 
28 member's contributions required by this subsection plus interest to be determined by 
29 the Board of Trustees. 11 

30 Section 5. G.S. 128-27(12) reads as rewritten: 
31 "(12) Death Benefit for Retired Members. -- Upon receipt of proof, satisfactory to 
32 the Board of Trustees in its capacity under this subsection, of the death of a retired 
33 member of the Retirement System on or after July 1, 1988, but before January 1, 
34 1999, there shall be paid a death benefit to the surviving spouse of the deceased 
35 retired member or to the deceased retired member's legal representative if not 
36 survived by a spouse; provided the retired member has elected, when first eligible, to 
37 make, and has continuously made, in advance of his death required contributions as 
38 determined by the Board of Trustees on a fully contributory basis through retirement 
39 allowance deductions or other methods adopted by the Board of Trustees, to a group 
40 death benefit trust fund administered by the Board of Trustees separate and apart 
41 from the Retirement System's Annuity Savings Fund and Pension Accumulation 
42 Fund. This death benefit shall be a lump-sum payment in the amount of five 
43 thousand dollars ($5,000) upon the completion of 24 months of contributions 
44 required under this subsection. Should death occur before the completion of 24 
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1 months of contributions required under this subsection, the deceased retired 
2 member's surviving spouse or legal representative if not survived by a spouse shall be 
3 paid the sum of the retired member's contributions required by this subsection plus 
4 interest to be determined by the Board of Trustees. 11 

5 Section 6. G.S. 128-27 is amended by adding a new subsection to read: 
6 11 (13) Death Benefit for Retired Members. -- Upon receipt of proof, satisfactory to 
7 the Board of Trustees in its capacity under this subsection, of the death of a retired 
8 member of the Retirement System on or after January 1, 1999, there shall be paid a 
9 death benefit to the surviving spouse of the deceased retired member or to the 

10 deceased retired member's legal representative if not survived by a spouse: provided 
11 the retired member has elected, when first eligible, to make, and has continuously 
12 made, in advance of his death required contributions as determined by the Board of 
13 Trustees on a fully contributory basis through retirement allowance deductions or 
14 other methods adopted by the Board of Trustees. to a group death benefit trust fund 
15 administered by the Board of Trustees separate and apart from the Retirement 
16 System's Annuity Savings Fund and Pension Accumulation Fund. This death benefit 
17 shall be a lump-sum payment in the amount of six thousand dollars ($6,000) upon the 
18 completion of 24 months of contributions required under this subsection. Should 
19 death occur before the completion of 24 months of contributions required under this 
20 subsection. the deceased retired member's surviving spouse or legal representative if 
21 not survived by a spouse shall be paid the sum of the retired member's contributions 
22 required by this subsection plus interest to be determined by the Board of Trustees. 11 

23 Section 7. This act becomes effective January 1, 1999. 
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Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
300 N. Salisbury St. 
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June 16, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

FROM K C h B C . C 1 J/.r-./j .. : aren oc rane rown, Offiffilttee ounse . ..__,..) L.{o 

RE: Senate Bill 1464 - Increase Retiree Death Benefit. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1464 amends the laws governing the Teachers' and State Employees' Retirement 
System, the Consolidated Judicial Retirement System, the Legislative Retirement System, and 
the Local Governmental Employees' Retirement System to increase the contributory death benefit 
for retirees. Currently, retirees from each of these systems, may elect to make contributions, in 
an amount determined by the Board of Trustees, to a group death benefit trust fund. The benefit 
payable at the retirees' death is a lump-sum payment of $5,000, provided the retiree has made the 
required contributions for 24 months prior to death. This bill increases the lump-sum death 
benefit to $6,000, under the same conditions as currently ·exist, effective January 1, 1999. 

This bill is a recommendation of the Board of Trustees of the Retirement System as a result 
of the actuary's assertion that the reserves and the contributory rates by retirees are sufficient to 
increase the death benefit. 

This act would become effective January 1, 1999. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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June 17, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counse~) /:: 

RE: Senate Bill 1465 - Modify Election of Optional Allowance. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1465 amends provisions of the laws governing the Legislative, Local 
Governmental Employees' and the Teachers' and State Employees' Retirement Systems to allow 
retirees who elected to receive their retirement allowance under a joint and survivor option, 
naming their spouse as beneficiary, to change the beneficiary if ( 1) the spouse predeceases the 
retiree, and (2) the retiree remarries and (3) names the new spouse within 90 days of the 
marriage. The benefit will be the actuarial equivalent of the benefit in effect immediately prior to 
the change. 

Under current law, if a member elects Option 2, or Option 3, naming his or her spouse as 
beneficiary, the retiree may revoke the beneficiary designation and make a new designation, if 
the retiree becomes divorced from his or her spouse. Otherwise, neither the optional election nor 
the beneficiary designation may be changed after the first payment becomes normally due or the 
first retirement check has been cashed. Option 2 provides that the retirement allowance will be 
reduced to fund a benefit to the retiree's designated beneficiary at the retiree's death, equal to 

. 100% of the reduced amount which the retiree received during his or her life. Option 3 provides 
the same thing except that the survivor's benefit is equal to one half of the retiree's reduced 
retirement allowance. 

This bill amends the law to allow a retiree whose spouse predeceases him or her, and who 
remarries to name the new spouse as beneficiary to receive the benefit upon the retiree's death. 
The retiree may not change the optional election and the beneficiary must be changed within 90 
days of the remarriage. 

This act would become effective when it becomes law. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

f. /i 

FROM: Karen Cochrane Brown, Committee Counsel:---4(,;>--

RE: Senate Bill 1407 - Reg. of Deeds Supp. Pension Change. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1407 amends the Register of Deeds' Supplemental Pension Fund Act to provide 
benefits to registers of deeds who are otherwise not eligible solely because the county in which 
they serve does not participate in the Local Governmental Employees' Retirement System. 
Currently, in order to be eligible to receive the supplemental benefit, a register of deeds must 
retire from the Local Governmental Employees' Retirement System with at least 10 years of 
service as a register of deeds. 

This bill adds a new provision which states that a register of deeds who is not eligible to 
retire from the Local systern solely because the county is not a participating employer and who 
has either (i) attained the age of 65, (ii) attained 30 years of creditable service regardless of age, 
or (iii) attained the age of 60 with not less than 25 years of service, and who has completed at 
least 10 years of service as a register of deeds is eligible to receive a monthly pension from the 
Supplemental Fund, provided rhe register of deeds is not eligible to receive any retirement 
benefits for any State or locally sponsored plan. The bill further provides that the monthly 
pension shall be reduced by an amount equal to the benefit that would have been payable, had the 
register of deeds been a member of the Local Governmental Employees' Retirement System. 

This act would become effective July 1, 1998. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
300 N. Salisbury St. 
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June 16, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions, Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counsel~§ 

RE: Senate Bill 1183 - Fayetteville Public Works Retirement. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1183 provides that the Public Works Commission of the City of Fayetteville shall 
be deemed an employer within the meaning of G.S. 128-21(11) and shall be eligible to 
participate in the North Carolina Local Governmental Employees' Retirement System. 

Currently, the Charter of the City of Fayetteville authorizes the City Council to establish an 
actuarially sound retirement system for the employees of the Public Works Commission, to be 
administered by a board of trustees. The system is to be jointly financed by employee 
contributions and appropriations from the funds of the Public Works Commission. 

This bill allows the Public Works Commission to be treated as a separate employer in the 
Local Governmental Employees' Retirement System and its employees will be eligible to 
participate in that System. 

This act becomes effective when it becomes law. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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Thomas· L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
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(919) 733-4910 

June 16, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions, Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counsel~$ 

RE: Senate Bill 1183 - Fayetteville Public Works Retirement. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1183 provides that the Public Works Commission of the City of Fayetteville shall 
be deemed an employer within the meaning of G.S. 128-21(11) and shall be eligible to 
participate in the North Carolina Local Governmental Employees' Retirement System. 

Currently, the Charter of the City of Fayetteville authorizes the City Council to establish an 
actuarially sound retirement system for the employees of the Public Works Commission, to be 
administered by a board of trustees. The system is to be jointly financed by employee 
contributions and appropriations from the funds of the Public Works Commission. 

This bill allows the Public Works Commission to be treated as a separate employer in the 
Local Governmental Employees' Retirement System and its employees will be eligible to 
participate in that System. 

This act becomes effective when it becomes law. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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Wednesday, June 24, 1998 

SENA TOR JENKINS, 

NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

submits the following with recommendations as to passage: 

FAVORABLE 

S.B. 1138 Credit for Probationary Employment. 

FAVORABLE, AS AMENDED 

Sequential Referral: None 
Recommended Referral: None 

S.B. 1517 Retired Teachers.Retirement Benefits. 
Sequential Referral: None 
Recommended Referral: Appropriations 
Long Title Amended: No 

Committee Clerk Comment: 

TOTAL REPORTED: 2 



Minutes 

The Committee on Pension and Retirement/Insurance met Wednesday, June 24, 1998 at 
10:00 in room 1124 of the Legislative Building. There were twelve members in 
attendance including Senator Jenkins, who presided. 

SB 1138 Credit for Probationary Employment was explained by the bill sponsor, 
Senator Hartsell. Senator East moved for a favorable report. The motion carried. 

SB 1517 Retired Teachers/Retirement Benefits was explained by bill sponsor, Senator 
Lee. Jack Pruitt, Department of Revenue, made comments. Senator Wellons sent forth 
an amendment and moved for its approval. The amendment was approved. Senator 
Weinstein moved for favorable as amended report. The motion carried. Senator Jenkins 
referred the bill to Appropriations. 

The meeting was ag.journed. 
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SESSION 1997 

SENATE BILL 1517 

1 

Short Title: Retired Teachers/Retirement Benefits. (Public) 

Sponsors: Senators Lee; and Winner. 

Referred to: Pensions and Retirement and Insurance. 

May 28, 1998 

A BILL TO BE ENTITLED 
AN ACT TO PERMIT RETIRED TEACHERS TO WORK AS SUBSTITUTE 

TEACHERS IN PUBLIC SCHOOLS OR AS TEACHERS IN LOW­
PERFORMING PUBLIC SCHOOLS WITHOUT LOSING RETIREMENT 
BENEFITS. 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 135-3(8)c. reads as rewritten: 

"c. Should a beneficiary who retired on an early or service 
retirement allowance under this Chapter be reemployed, or 
otherwise engaged to perform services, by an employer 
participating in the Retirement System on a part-time, 
temporary, interim, or on a fee-for-service basis, whether 
contractual or otherwise, and if such beneficiary earns an 
amount in any calendar year which exceeds fifty percent 
(50%) of the reported compensation, excluding terminal 
payments, during the 12 months of service preceding the 
effective date of retirement, or twenty thousand dollars 
($20,000), whichever is greater, as hereinafter indexed, then 
the retirement allowance shall be suspended as of the first 
day of the month following the month in which the 
reemployment earnings exceed the amount above, for the 
balance of the calendar year. The retirement allowance of 
the beneficiary shall be reinstated as of January 1 of each 
year following suspension. The amount that may be earned 
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before suspension shall be increased on January 1 of each 
year by the ratio of the Consumer Price Index to the Index 
one year earlier, calculated to the nearest tenth of a percent 
(1/10 of 1 % ). 

The computation of postretirement earnin"s of a 
beneficiary under this sub-subdivision, G.S 135-3(8)c., shall 
not include earnings while the beneficiary is employed as a 
teacher in a public school identified by the State Board of 
Education as low-performing or as a substitute teacher in a 
public school." 

Section 2. This act is effective when it becomes law. 

Senate Bill 1517 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 1138 

' 
Short Title: Credit for Probationary Employment. 

Sponsors: Senator Hartsell. 

Referred to: Pensions & Retirement and Insurance. 

May 18, 1998 

1 

(Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW MEMBERS OF THE TEACHERS' AND STATE 
3 EMPLOYEES' RETIREMENT SYSTEM TO PURCHASE CREDIT FOR 
4 PROBATIONARY EMPLOYMENT WITH A LOCAL GOVERNMENT. 
5 
6 
7 
8 
9 

10 
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23 
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The General Assembly of North Carolina enacts: 
Section 1. G.S. 135-4 is amended by adding a new subsection to read: 

"(bb) Credit at Full Cost for Probationary Local Government Employment. 
Notwithstanding any other provision of this Chapter, a member may purchase 
creditable service, prior to retirement, for employment with any local employer as 
defined in G.S. 128-21(11) when considered to be in a probationary or employer­
imposed waiting period status, between the date of employment and the date of 
membership service with the Local Governmental Employees' Retirement System, 
provided that the former employer of such a member has revoked this probationary 
employment or waiting period policy. 

The member shall purchase this service by making a lump-sum amount payable to 
the Annuity Savings Fund equal to the full liability of the service credits calculated 
on the basis of the assumptions used for purposes of the actuarial valuation of the 
liabilities of the retirement system, and the calculation of the amount payable shall 
take into account the retirement allowance arising on account of the additional 
service credit commencing at the earliest age at which the member could retire on an 
unreduced retirement allowance, as determined by the Board of Trustees upon the 
advice of the consulting actuary, plus an administrative fee to be set by the Board of 
Trustees. Notwithstanding the provisions of this subsection that provide for the 
purchase of service credits, the term 'full liability' includes assumed annual 
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1 postretirement allowance increases, as determined by the Board of Trustees, from the 
2 earliest age at which a member could retire on an unreduced service allowance." 
3 Section 2. This act becomes effective July 1, 1998. 

Page 2 Senate Bill 1138 
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MEMORANDUM 

Thomas L. Covington, Director 
Fiscal Research Division 
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June 23, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counsel,&,6 

RE: Senate Bill 1138 - Credit for Probationary Employment. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill adds a provision to the law governing the Teachers' and State Employees' 
Retirement System, to allow members of the System to purchase credit for probationary 
employment with a local government. The member may purchase the service by making a lump­
sum payment for the full liability of the service credit. 

Currently, a member of the Local Governmental Employees' Retirement System may 
purchase service for any periods in which the employee was considered to be in a probationary or 
employer-imposed waiting period status, between the date of employment and the date of 
membership in the Retirement System, provided the employer has revoked this probationary 
employment or waiting period policy. However, if a person transfers from the Local System to 
the State System, without having purchased the service, that person would not be able to 
purchase the service in the State System. 

This bill remedies this situation by making this type of service available for purchase by 
members of the State System on the same terms as it is now available to members of the Local 
System. 

This act becomes effective July 1, 1998. 

AN EQUAL OPPOR'TUNITY/AFFIRMATIVE ACTION EMPLOYER 
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MEMORANDUM 

Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-4910 

June 23, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counsel.*6 
' 

RE: Senate Bill 1517 - Retired Teachers/Retirement Benefits. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1517 amends the law governing reemployment in public service by retired 
teachers and state employees, to allow retired teachers and state employees to work as substitute 
teachers in public schools or as teachers in low-performing public schools without losing 
retirement benefits. 

Under current law, retirees who become reemployed by the public schools or the State may 
earn up to fifty percent of their fin.al compensation or $20,000, whichever is greater, in any 
calendar year. If the earnings exceed that amount, the retirement allowance is suspended for the 
balance of the calendar year. 

This bill adds a new provision which makes the earnings of a retiree who becomes employed 
as a teacher in a low-performing public school or as a substitute teacher in the public schools, 
exempt from the computation of postretirement earnings. Thus, a retired teacher could return to 
teaching in a designated school and earn a full salary while continuing to receive a retirement 
allowance. 

This act would become effective when it becomes law. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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Monday, June 29, 1998 

SENATOR JENKINS, 

NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

submits the following with recommendations as to passage: 

UNFAVORABLE AS TO BILL, BUT FAVORABLE AS TO C.S. BILL 

S.B. 1463 1998 Retirement Benefits Act. 
Draft Number: PCS6852 
Sequential Referral: Appropriations 
Recommended Referral: None 
Long Title Amended: No 

S.B. ' 1517 Retired Teachers/Retirement Benefits. 
Draft Number: PCS9757 
Sequential Referral: None 
Recommended Referral: Appropriations 
Long Title Amended: No 

TOTAL REPORTED: 2 

Committee Clerk Comment: 



MINUTES 

The Pension &Retirement /Insurance Committee met Monday, June 29, 1998 at 6:00 p.m. 
There were eight members in attendance including Sen. Jenkins, who presided. 

Sen. Reeves moved for a favorable report to consider a committee substitute for SB 1517 
Retired Teachers/Retirement Benefits. The motion carried. Sen. Lee provided an 
explanation. Leigh Hammond, NC Retired Govt. Employees' Assn., spoke against the 
bill. Jack Pruitt, Dept. of Insurance spoke to provide information. Sen. Reeves moved 
for an unfavorable as to original bill, but favorable to committee substitute bill. The 
motion carried. Sen. Jenkins referred the bill to Appropriations. 

SB 1463 1998 Retirement Benefits Act was explained by Sen. Jenkins. He called on 
Stanley Moore, Fiscal Research, for further explanation. Sen. McDaniel sent forth an 
amendment. Sen. Weinstein moved that the amendment lay upon the table. Sen. Reeves 
moved for an unfavorable as to the original bill, but favorable to committee substitute 
bill. The motion carried. The bill was referred to Appropriations. 

The meeting was adjourned. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 1517 
Second. Edition Engrossed 6/24/98 

Proposed Committee Substitute S1517-PCS9757-R0001 

Short Title: Retired Teachers/Retirement Benefits. 

Sponsors: 

Referred to: 

May 28, 1998 

1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT TO PERMIT RETIRED TEACHERS TO WORK AS SUBSTITUTE 
3 TEACHERS IN PUBLIC SCHOOLS OR AS TEACHERS IN LOW-
4 PERFORMING PUBLIC SCHOOLS WITHOUT LOSING RETIREMENT 
5 BENEFITS. 
6 The General Assembly of North Carolina enacts: 
7 Section 1. G.S. 135-3(8)c. reads as rewritten: 
8 "c. Should a beneficiary who retired on an early or service 
9 retirement allowance under this Chapter be reemployed, or 

10 otherwise engaged to perform services, by an employer 
11 participating in the Retirement System on a part-time, 
12 temporary, interim, or on a fee-for-service basis, whether 
13 contractual or otherwise, and if such beneficiary earns an 
14 amount in any calendar year which exceeds fifty percent 
15 (50%) of the reported compensation, excluding terminal 
16 payments, during the 12 months. of service preceding the 
17 · effective date of retirement, or twenty thousand dollars 
18 ($20,000), whichever is greater, as hereinafter indexed, then 
19 the retirement allowance shall be suspended as of the first 
20 day of the month following the month in which the 
21 reemployment earnings exceed the amount above, for the 
22 balance of the calendar year. The retirement allowance of 
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Section 2. 
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the beneficiary shall be reinstated as of January 1 of each 
year following suspension. The amount that may be earned 
before suspension shall be increased on January 1 of each 
year by the ratio of the Consumer Price Index to the Index 
one year earlier, calculated to the nearest tenth of a percent 
(1/10 of 1 % ). 

The computation of postretirement earnings of a 
beneficiary under this sub-subdivision, G.S 135-3(8)c., who 
is or has been certified to teach in North Carolina, shall not 
include earnings while: 
L. The beneficiary is employed as a substitute or interim 

teacher in a public school iden~ified by the State 
Board of Education as low-performing: or 

2. A beneficiary who has been retired for at least 12 
months who is employed to teach in a public school 
identified by the State Board of Education as low­
performing, until the school is no longer identified as 
low-performing: or 

3. A beneficiary who has been retired for at least 12 
months who is employed to teach in a public school 
that qualifies for 'low-wealth supplemental funding': 
or 

4. A beneficiary who has been retired · for at least 12 
months who is employed to teach in a subject area 
and a geographical area in which the State Board of 
Education finds that there is a shortage of teachers, 
until the local board of education locates and hires a 
teacher certified to teach in the subject area. 

A beneficiary subject to the provisions of G.S. 135-3(8)c. 1., 
2.. 3.. or 4. shall notify the retirement system when the 
beneficiary is hired by a local school administrative unit." 

This act is effective when it becomes law. 

Senate Bill 1517 
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SESSION 1997 

SENATE BILL 1463* 
Proposed Committee Substitute S1463-PCS6852-LB1 

Short Title: 1998 Retirement Benefits Act. 

Sponsors: 

Referred to: 

May 28, 1998 

D 

{Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ENHANCE THE RETIREMENT BENEFITS PAYABLE FROM THE 
3 TEACHERS' AND ST ATE EMPLOYEES' RETIREMENT SYSTEM, THE 
4 CONSOLIDATED JUDICIAL RETIREMENT SYSTEM, THE LEGISLATIVE 
5 RETIREMENT SYSTEM, AND THE LOCAL GOVERNMENT AL 
6 EMPLOYEES' RETIREMENT SYSTEM. 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 135-5 is amended by adding a new subsection to read: 

"(eee) From and after July 1, 1998, the retirement allowance to or on account of 
beneficiaries whose retirement commenced on or before July 1, 1997, shall be 
increased by two and one-half percent (2;5%) of the allowance payable on June 1, 
1998, in accordance with G.S. 135-5(0), Furthermore, from and after July 1, 1998, the 
retirement allowance to or on account of beneficiaries whose retirement commenced 
after July 1, 1997, but before June 30, 1998, shall be increased by a prorated amount 
of two and one-half percent (2.5%) of the allowance payable as determined by the 
Board of Trustees based upon the number of months that a retirement allowance was 
paid between July 1, 1997, and June 30, 1998." 

Section 2. G.S. 135-65 is amended by adding a new subsection to read: 
"(s) From and after July 1, 1998, the retirement allowance to or on account of 

beneficiaries whose retirement commenced on or before July 1, 1997, shall be 
increased by two and one-half percent (2.5%) of the allowance payable on June 1, 
1998. Furthermore, from and after July 1, 1998. the retirement allowance to or on 
account of beneficiaries whose retirement commenced after July 1, 1997. but before 
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1 June 30, 1998, shall be increased by a prorated amount of two and one-half percent 
2 (2.5%) of the allowance payable as determined by the Board of Trustees based upon 
3 the number of months that a retirement allowance was paid between July 1, 1997, 
4 and June 30, 1998." 
5 Section 3. G.S. 120-4.22A is amended by adding a new subsection to 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

read: 
"(m) In accordance with subsection (a) of this section, from- and after July 1. 1998, 

the retirement allowance to or on account of beneficiaries whose retirement 
commenced on or before January 1. 1998, shall be increased by two and one-half 
percent (2.5%) of the allowance payable on June 1, 1998. Furthermore, from and 
after July 1. 1998, the retirement allowance to or on account of beneficiaries whose 
retirement commenced after January 1. 1998, but before June 30. 1998. shall be 
increased by a prorated amount of two and one-half percent (2.5%) of the allowance 
payable as determined by the Board of Trustees based upon the number of months 
that a retirement allowance was paid between January 1, 1998. and June 30, 1998." 

Section 3.1. G.S. 128-27(b16) reads as rewritten: 
"(b16) Service Retirement Allowance of Member Retiring on or after July 1, ~ 

1997, but before July l, 1998. -- Upon retirement from service in accordance with 
subsection (a) or (al) above, on or after July 1, 1997, but before July l, 1998, a 
member shall receive the following service retirement allowance: 

Page 2 

(1) A member who is a law enforcement officer or an eligible former 
law enforcement officer shall receive a service retirement 
allowance computed as follows: 
a. If the member's service retirement date occurs on or after 

his 55th birthday, and completion of five years of creditable 
service as a law enforcement officer, or after the completion 
of 30 years of creditable service, the allowance shall be 
equal to one and seventy-six hundredths percent (1. 76%) of 
his average final compensation, multiplied by the number of 

b. 
years_ of his creditable service. 
If the member's service retirement date occurs on or after 
his 50th birthday and before his 55th birthday with 15 or 
more years of creditable service as a law enforcement officer 
and prior to the completion of 30 years of creditable service, 
his retirement allowance shall be equal to the greater of: 
1. The service retirement allowance payable under G.S. 

128-27(b16)(1)a. reduced by one-third of one percent 
(1/3 of 1 % ) thereof for each month by which his 
retirement date precedes the first day of the month 
coincident with or next following the month the 

2. 
member would have attained his 55th birthday; or 
The service retirement allowance as computed under 
G.S. 128-27(bl6)(1)a. reduced by five percent (5%) 

Senate Bill 1463 

' l I 
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times the difference between 30 years and his 
creditable service at retirement. 

(2) A member who is not a law enforcement officer or an .eligible 
former law enforcement officer shall receive a service retirement 
allowance computed as follows: 

Senate Bill 1463 

a. If the member's service retirement date occurs on or after 
his 65th birthday upon the completion of five years of 
creditable service or after the completion of 30 years of 
creditable service or on or after his 60th birthday upon the 
completion of 25 years of creditable service, the allowance 
shall be equal to one and seventy-six hundredths percent 
(1.76%) of average final compensation, multiplied by the 
number of years of creditable service. 

b. If the member's service retirement date occurs after his 60th 
birthday and before his 65th birthday and prior to his 
completion of 25 years or more of creditable service, his 
retirement allowance shall be computed as in G.S. 128-
27(b16)(2)a. but shall be reduced by one-quarter of one 
percent (1/4 of 1 % ) thereof for each month by which his 
retirement date precedes the first day of the month 
coincident with or next following his 65th birthday. 

c. If the member's early service retirement date occurs on or 
after his 50th birthday and before his 60th birthday and after 
completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service, his early service 
retirement allowance shall be equal to the greater of: 
1. The service retirement allowance as computed under 

G.S. 128-27(b16)(2)a. but reduced by the sum of five­
twelfths of one percent (5/12 of 1 % ) thereof for each 
month by which his retirement date precedes the first 
day of the month coincident with or next following 
the month the member would have attained his 60th 
birthday, plus one-quarter of one percent (1/4 of 1 % ) 
thereof for. each month by which his 60th birthday 
precedes the first day of the month coincident with or 
next following his 65th birthday; or 

2. The service retirement allowance as computed under 
G.S. 128-27(b16)(2)a. reduced by five percent (5%) 
times the difference between 30 years and his 
creditable service at retirement; or 

3. If the member's creditable service commenced prior 
to July 1, 1995, the service retirement allowance 
equal to the actuarial equivalent of the allowance 

Page 3 
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1 payable at the age of 60 years as computed in G.S. 
2 128-27(b16)(2)b. 
3 d. Notwithstanding the foregoing provisions, any member 
4 whose creditable service commenced prior to July 1, 1965, 
5 shall not receive less than the benefit provided by G.S. 128-
6 27(b)." 
7 Section 3.2. G.S. 128-27 is amended by adding a new subsection to read: 
8 "(bl 7) Service Retirement Allowance of Member Retirin~ on or After July 1, 
9 1998. -- Upon retirement from service in accordance with subsection (a) or (al) 

10 above. on or after July 1, 1998, a member shall receive the followin~ service 
11 retirement allowance: 
12 ill A member who is a law enforcement officer or an eligible former 
13 law enforcement officer shall receive a. service retirement 
14 allowance computed as follows: 
15 a. If the member's service retirement date occurs on or after 
16 his 55th birthday and completion of five years of creditable 
17 service as a law enforcement officer, or after the completion 
18 of 30 years of creditable service, the allowance shall be 
19 ec;iual to one and seventy-seven hundredths percent (1.77%) 
20 of his average final compensation, multiplied by the number 
21 of years of his creditable service. 
22 b. If the member's service retirement date occurs on or after 
23 his 50th birthday and before his 55th birthday with 15 or 
24 more years of creditable service as a law enforcement officer 
25 and prior to the completion of 30 years of creditable service, 
26 his retirement allowance shall be ec;iual to the ~reater of: 
27 L. The service retirement allowance payable under G.S .. 
28 128-27(bl 7)(1)a. reduced by one-third of one percent 
29 (1/3 of 1%) thereof for each month by which his 
30 retirement date preced·es the first day of the month 
31 coincident with or next followin~ the month the 
32 member would have attained his 55th birthday: or 
33 2. The service retirement allowance as computed under 
34 G.S. 128-27(bl 7)(1)a. reduced by five percent (5%) 
35 times the difference between 30 years and his 
36 creditable service at retirement. 
37 ill A member who is not a law enforcement officer or an eligible 
38 former law enforcement officer shall receive a service retirement 
39 allowance computed as follows: 
40 a. If the member's service retirement date occurs on or after 
41 his 65th birthday upon the completion of five years of 
42 creditable service or after the completion of 30 years of 
43 creditable service or on or after his 60th birthday upon the 
44 completion of 25 years of creditable service, the allowance 
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shall be egual to one and seventy-seven hundredths percent 
(1.77%) of average final compensation, multiplied by the 
number of years of creditable service. 

12.. If the member's service retirement date occurs after his 60th 
birthday and before his 65th birthday and prior to his 
completion of 25 years or more of creditable service. his 
retirement allowance shall be computed as in G.S. 128-
27(bl 7)(2)a, but shall be reduced by one-quarter of one 
percent (1/4 of 1%) thereof for each month by which his 
retirement date precedes the first day of the month 
coincident with or next following his 65th birthday. 

c.,, If the member's early service retirement date occurs on or 
after his 50th birthday and before his 60th birthday and after 
completion of 20 years of creditable service but prior to the 
completion of 30 years of creditable service. his early service 
retirement allowance shall be equal to the greater of: 
L. The service retirement allowance as computed under 

G.S. 128-27(bl 7)(2)a. but reduced by the sum of five­
twelfths of one percent (5/12 of 1%) thereof for each 
month by which his retirement date precedes the first 
day of the month coincident with or next following 
the month the member would have attained his 60th 
birthday. plus one-quarter of one percent (1/4 of 1 %) 
thereof for each month by which his 60th birthday 
precedes the first day of the month coincident with or 
next following his 65th birthday: or 

~ The service retirement allowance as computed under 
G.S, 128-27(bl 7)(2)a. reduced by five percent (5%) 
times the difference between 30 years and his 
creditable service at retirement; or 

3. If the member's creditable service commenced prior 
to July 1, 1995, the service retirement allowance 
equal to the actuarial equivalent of the allowance 
payable at the age of 60 years as computed in G.S. 
128-27(b 17)(2)b. 

d. Notwithstanding the foregoing provisions, any member 
whose creditable service commenced prior to July 1, 1965, 
shall not receive less than the benefit provided by G.S. 128-
27(b)." 

Section 3.3. G.S. 128-27(m) reads as rewritten: 
"(m) Survivor's Alternate Benefit. -- Upon the death of a member in service, the 

principal beneficiary designated to receive a return of accumulated contributions shall 
have the right to elect to receive in lieu thereof the reduced retirement allowance 
provided by Option two of subsection (g) above computed by assuming that the 

Senate Bill 1463 Page 5 
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1 member had retired on the first day of the month following the date of his death, 
2 provided that all three of the following conditions apply: 
3 (1) a. The member had attained such age and/or creditable service 
4 to be eligible to commence retirement with an early or 
5 service retirement allowance, or 
6 b. The member had obtained 20 years of creditable service in 
7 which case the retirement allowance shall be computed in 
8 accordance with G.8. 128 27(e16)(1)e. G.S. 128-27(b17)(1)b. 
9 or G.8. 128 27(e16)(2)e., G,S, 128-27(b17)(2)c., 

10 notwithstanding the requirement of obtaining age 50. 
11 (2) The member had designated as the principal beneficiary to receive 
12 a return of his accumulated contributions one and only one person 
13 who is living at the time of his death. 
14 (3) The member had not instructed the Board of Trustees in writing 
15 that he did not wish the provisions of this subsection apply. 
16 For the purpose of this benefit, a member is considered to be in service at the date 
17 of his death if his death occurs within 180 days from the last day of his actual service. 
18 The last day of actual service shall be determined as provided in subsection (1) of this 
19 section. Upon the death of a member in service, the surviving spouse may make all 
20 purchases for creditable service as provided for under this Chapter for which the 
21 member had made application in writing prior to the date of death, provided that the 
22 date of death occurred prior to or within 60 days after notification of the cost to 
23 make the purchase." 
24 Section 4. G.S. 128-27 is amended by adding a new subsection to read: 
25 "(uu) From and after July 1, 1998, the retirement allowance to or on account of 
26 beneficiaries whose retirement commenced on or before July 1, 1997, shall be 
27 increased by two and one-half percent (2.5%) of the allowance payable on June 1, 
28 1998, in accordance with subsection (k) of this section. Furthermore, from and after 
29 July 1, 1998, the retirement allowance to or on account of beneficiaries whose 
30 retirement commenced after July 1, 1997. but before June 30, 1998. shall be increased 
31 by a prorated amount of two and one-half percent (2.5%) of the allowance payable as 
32 determined by the Board of Trustees based upon the number of months that a 
33 retirement allowance was paid between July 1, 1997, and June 30. 1998." 
34 Section 5. This act becomes effective July 1, 1998. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 1463* 
Proposed Committee Substitute S1463-PCS9759-LB1 

D 

Short Title: 1998 Retirement Benefits Act. (Public) 

Sponsors: 

Referred to: 

May 28, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ENHANCE THE RETIREMENT BENEFITS PAYABLE FROM THE 
3 TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM, THE 
4 CONSOLIDATED JUDICIAL RETIREMENT SYSTEM, THE LEGISLATIVE 
5 RETIREMENT SYSTEM, AND THE LOCAL GOVERNMENTAL 
6 EMPLOYEES' RETIREMENT SYSTEM. 
7 The General Assembly of North Carolina enacts: 
8 Section 1. G.S. 135-5 is amended by adding a new subsection to read: 
9 "(eee) From and after July 1, 1998, the retirement allowance to or on account of 

10 beneficiaries whose retirement commenced on or before July 1, 1997, shall be 
11 increased by two and one-half percent (2.5%) of the allowance payable on June 1, 
12 1998, in accordance with G.S. 135-S(o). Furthermore, from and after July 1, 1998, the 
13 retirement allowance to or on account of beneficiaries whose retirement commenced 
14 after July 1, 1997, but before June 30. 1998, shall be increased by a prorated amount 
15 of two and one-half percent (2.5%) of the allowance payable as determined by the 
16 Board of Trustees based upon the number of months that a retirement allowance was 
17 paid between July 1, 1997, and June 30, 1998." 
18 Section 2. G.S. 135-65 is amended by adding a new subsection to read: 
19 "(s) From and after July 1, 1998, the retirement allowance to or on account of 
20 beneficiaries whose retirement commenced on or before July 1, 1997. shall be 
21 increased by two and one-half percent (2.5%) of the allowance payable on June 1, 
22 1998. Furthermore, from and after July 1, 1998, the retirement allowance to or on 
23 account of beneficiaries whose retirement commenced after July 1, 1997, but before 
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1 June 30, 1998, shall be increased by a prorated amount of two and one-half percent 
2 (2.5%) of the allowance payable as determined by the Board of Trustees based upon 
3 the number of months that a retirement allowance was paid between July 1, 1997, 
4 and June 30, 1998." 
5 Section 3. G.S. 120-4.22A is amended by adding a new subsection to 
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26 

read: 
"(m) In accordance with subsection (a) of this section, from and after July 1, 1998, 

the retirement allowance to or on account of beneficiaries whose retirement 
commenced on or before January 1, 1998. shall be increased by two and one-half 
percent (2.5%) of the allowance payable on June 1, 1998. Furthermore, from and 
after July 1, 1998, the retirement allowance to or on account of beneficiaries whose 
retirement commenced after January 1, 1998. but before June 30, 1998, shall be 
increased by a prorated amount of two and one-half percent (2.5%) of the allowance 
payable as determined by the Board of Trustees based upon the number of months 
that a retirement allowance was paid between January 1, 1998, and June 30, 1998." 

Section 4. G.S. 128-27 is amended by adding a new subsection to read: 
"(uu) From and after July 1, 1998, the retirement allowance to or on account of 

beneficiaries whose retirement commenced on or before July 1, 1997, shall be 
increased by two and one-half percent (2.5%) of the allowance payable on June 1, 
1998, in accordance with subsection (k) of this section. Furthermore, from and after 
July 1, 1998, the retirement allowance to or on account of beneficiaries whose 
retirement commenced after July 1, 1997, but before June 30. 1998, shall be increased 
by a prorated amount of two and one-half percent (2.5%) of the allowance payable as 
determined by the Board of Trustees based upon the number of months that a 
retirement allowance was paid between July 1, 1997, and June 30, 1998." 

Section 5. This act becomes effective July 1, 1998. 

Page 2 Senate Bill 1463 
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MEMORANDUM 

Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-4910 

June 23, 1998 

TO: Senator Thomas Jenkins, Chairman, 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6834 

Senate Pensions and Retirement and Insurance Committee. 

FROM: Karen Cochrane Brown, Committee Counsel.~6 

RE: Senate Bill 1517 - Retired Teachers/Retirement Benefits. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

Senate Bill 1517 amends the law governing reemployment in public service by retired 
teachers and state employees, to allow retired teachers and state employees to work as substitute 
teachers in public schools or as teachers in low-performing public schools without losing 
retirement benefits. 

Under current law, retirees who become reemployed by the public schools or the State may 
.earn up to fifty percent of their final compensation or $20,000, whichever is greater, in any 
calendar year. If the earnings exceed that amount, the retirement allowance is suspended for the 
balance of the calendar year. 

This bill adds a new provision which makes the earnings of a retiree who becomes employed 
as a teacher in a low-performing public school or as a substitute teacher in the public schools, 
exempt from the computation of postretirement earnings. Thus, a retired teacher could return to 
teaching in a designated school and earn a full salary while continuing to receive a retirement 
allowance. 

This act would become effective when it becomes law. 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 
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Tuesday, June 30, 1998 

SENATOR JENKINS, 

NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

submits the following with recommendations as to passage: 

FAVORABLE 

S.B. 1334 Campus LEO Salary Cont. 
Sequential Referral: None 
Recommended Referral: Appropriations 

TOT AL REPORTED: I 

Committee Clerk Comment: 



Minutes 

The Pensions&Retirement/lnsurance Committee met July 29, 1998 immediately 
following Session. There were eleven Members in attendance including Senator Jenkins, 
who presided. 

SB 1334 Campus LEO Salary Cont. was explained by Senator Cooper. Senator 
Weinstein moved for a favorable report. The motion carried. 

The meeting was adjourned. 

~¢t,1~) 
Katyaynes, lerk 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 1334 

Short Title: Campus LEO Salary Cont. 

Sponsors: Senators Cooper; and Rand. 

Referred to: Appropriations. 

May 27, 1998 

1 

(Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO PROVIDE SALARY CONTINUATION BENEFITS FOR 
3 UNIVERSITY SYSTEM CAMPUS LAW ENFORCEMENT OFFICERS . 
4 
5 
6 
7 
8 
9 

10 

The General Assembly of North Carolina enacts: 

read: 
Section 1. G.S. 143-166.13(a) is amended by adding a new subdivision to 

"il2l Sworn State Law-Enforcement Officers with the power of arrest, 
University System." 

Section 2. This act becomes effective July 1, 1998, and applies to 
incapacities that occur on or after that date . 



NORTH CAROLINA GENERAL ASSEMBLY 

LEGISLATIVE ACTUARIAL NOTE 

BILL NUMBER: Senate Bill 1334 

SHORT TITLE: Campus LEO Salary Cont. 

SPONSOR(S): Senator Cooper 

. ...--~ ,, 
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'' \ r' ,t 
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.. 1\.·' 

.,-· 

SYSTEM AFFECTED: Salary Continuation Benefits for law enforcement officers. 

BILL SUMMARY: Under the present law, the law enforcement officers specified in G.S. 
143-166.lS(a) are eligible to receive up to two years of salary continuation in the event of an 
on-the-job injury. This bill extends the Salary Continuation Benefits for law enforcement 
officers employed with the University System 

EFFECTIVE DATE: July 1, 1998 

ESTIMATED IMPACT: Both actuaries agree that, based on the experience for the last 
ee years of law enforcement officers with the University System, claims should not exceed 
,000 per year. The estimates are based on a total group of 357 law enforcement officers 

with total annual salaries of $11,825,000. 

SOURCES OF DATA: Data from the University System for 1995 through 1997 on the 
number of on-the-job injuries, number of days missed and the salary of the officers injuried. 

FISCAL RESEARCH DIVISION: The above information is provided in accordance with 
North Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate 
and House of Representatives. 

(919) 733-4910 · (Y\_ 
PREPARED BY: Stanley Moored() 
APPROVED BY: Tom Covington 

DATE: June 10, 1998 

- 1 -



NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Wednesday, July 22, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

FAVORABLE 

H.B. 1277 

H.B. 1522 

H.B. 1525 

Fayetteville Public Works Retirement 
Sequential Referral: None 
Recommended Referral: None 

Local/State Purchase of Service 
Sequential Referral: 
Recommended Referral: 

Repeal Laurinburg Supp. Pension 
Sequential Referral: 
Recommended Referral: 

Appropriations 
None 

None 
None 

UNFAVORABLE AS TO CONCURRENCE 

S.B.(HCS #3)843 Insurance Technical Changes 

Committee Clerk Comment: None 

TOTAL REPORTED: 4 

- .:,.. 



MINUTES 

The Pensions&Retirement/Insurance committee met Wednesday, July 22, 1998 at io:00 
in Room 1124 of the Legislative Building. There were 19 members in attendance 
including Sen. Jenkins, who presided. 

HB 1277 Fayetteville Public Works Retirement was explained by Rep. Hurley. Sen. 
Odom moved for a favorable report . The motion carried. 

HB 1525 Repeal Laurinburg Supp. Pension was explained by Sen Purcell. Sen. Odom 
moved for a favorable report. The motion carried. 

HB1522 Local/State Purchase of Services was explained by Sen. Reeves. 
He called on Stanley Moore, Fiscal Research, for an explanation of the bill. Sen. Webster 
moved for a favorable report. The motion carried. 

HB 926 Preferred Provider Contracts was brought forward for review. Staff persons, 
Linwood Jones and Bill Hale gave information and explanation. There was no vote on 
the bill. 

SB[HC# 3] 843 Insurance Technical Changes was introduced by Sen. Jenkins. Sen. 
Soles moved to not concur with the bill in its present form. The motion carried. 

The meeting was adjourned. 

~~._) K~t aynes,lerk . 
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Pension&Retirement/lnsurance Committee 

Wednesday, July 22,1998 
10:00 

Room 1124 LB 
Sen. Jenkins, Chairman 

Agenda 

HB 1277 
Fayetteville Public Works Retirement 

Rep. Hurley 

HB 926 
Preferred Provider Contracts 

Rep. Brawley 

HB 1525 
Repeal Laurinburg Supp. Pension 

Rep. Yongue 

SB 843 
Insurance Technical Changes 

Sen. Jenkins 

HB 1522 
Local/State Purchase of Service 

Rep. Miner 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997-= 

HOUSE BILL 1277 

Short Title: Fayetteville Public Works Retirement. 

1 

(Local) 

Sponsors: Representatives Hurley; Gamble, Kinney, McAllister, Morris, Nye, 
Sutton, Warner, and Yongue. 

Referred to: Local and Regional Gover~ment I. 

May 14, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO ALLOW THE PUBLIC WORKS COMMISSION OF THE CITY OF 
3 FAYETTEVILLE TO PARTICIPATE IN THE LOCAL GOVERNMENTAL 
4 EMPLOYEES' RETIREMENT SYSTEM. 
5 The General Assembly of North Carolina enacts: 
6 Section 1. Notwithstanding any provisions of Article 3 of Chapter 128 of 
7 the General Statutes and of Section 6.20 of the Charter of the City of Fayetteville, as 
8 set forth in Section 1 of Chapter 557 of the 1979 Session Laws, the Public Works 
9 Commission of the City of Fayetteville, as described and continued by Section 6.1 of 

10 the Charter of the City of Fayetteville as set forth in Section 1 of Chapter 557 of the 
11 1979 Session Laws, as amended by Section 2 of Chapter 756 of the 1981 Session 
12 Laws, shall be deemed to be an "employer" within the meaning of G.S. 128-21(11), 
13 and shall be eligible to participate in the North Carolina Local Governmental 
14 Employees' Retirement System. 
15 Section 2. This act is effective when it becomes law. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

HOUSE BILL 1525 

Short Title: Repeal Laurinburg Supp. Pension. 

Sponsors: Representative Yongue. 

1 

(Local) 

Referred to: Local and Regional Government I, if favorable, Pensions and 
Retirement. 

May 27, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO REPEAL THE ACT ESTABLISHING A SUPPLEMENT ARY 
3 PENSION FUND FOR FIREMEN IN THE CITY OF LAURINBURG. 
4 
5 
6 
7 
8 
9 

10 
11 

The General Assembly of North Carolina enacts: 
Section 1. Sections 1 through 7 of Chapter 1315 of the 1979 Session 

Laws are repealed. 
Section 2. All funds held by the Trustees of the Laurinburg Firemen's 

Supplemental Retirement Fund are transferred to the Board of Trustees of the Local 
Firemen's Relief Fund of the City of Laurinburg to be held and administered as 
provided in Article 86 of Chapter 58 of the General Statutes. 

Section 3. This act is effective when it becomes law. 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

HOUSE BILL 1522 

1 

Short Title: LocaVState Purchase of Service. (Public) 

Sponsors: Representative Miner. 

Referred to: Pensions & Retirement, if favorable, Appropriations. 

May 27, 1998 

A BILL TO BE ENTITLED 
AN ACT TO ALLOW MEMBERS OF THE LOCAL GOVERNMENTAL 

EMPLOYEES' RETIREMENT SYSTEM TO PURCHASE SER VICE 
RENDERED AS A PART-TIME TEACHER OR STATE EMPLOYEE AND TO 
ALLOW MEMBERS OF THE TEACHERS' AND STATE ·EMPLOYEES' 
RETIREMENT SYSTEM TO PURCHASE SERVICE RENDERED AS A 
LOCAL GOVERNMENTAL EMPLOYEE. 

The General Assembly of North Carolina enacts: 
Section 1. G.S. 128-26(p)(l) reads as rewritten: 
"(l) Notwithstanding any other provision of this Chapter, upon 

completion of five years of membership service, any member may 
purchase service previously rendered as a part-time employee of a . 
participating employer as defined in G.S. 128 21(11), G.S. 128-
21(11) or G.S. 135-1(11), except for temporary or part-time service 
rendered while a full-time studert in pursuit of a degree or 
diploma in a degree-granting program. Payment shall be made in a 
single lump sum in an amount equal to the full actuarial cost of 
providing credit for the service, . together with interest and an 
administrative fee, as determined by the Board of Trustees on the 
advice of the Retirement System's actuary. Notwithstanding the 
provisions of G.S. 128-26(b), the Board of Trustees shall fix and 
determine by appropriate rules and regulations how much service 
in any year, as based on compensation, is equivalent to one year of 
service in proportion to II earnable compensation 11

, but in no case 
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1 shall more than one year of service be creditable for all service in 
2 one year. Notwithstanding the foregoing provisions of this 
3 subdivision that provide for the purchase of service credits, the 
4 terms "full cost", "full liability", and "full actuarial cost" include 
5 assumed annual post-retirement allowance increases, as determined 
6 by the Board of Trustees, from the earliest age at which a member 
7 could retire on an unreduced service allowance." 
8 Section 2. G.S. 128-26(r) reads as rewritten: 
9 "(r) Credit at Full Cost for Temporary J:::.ee.tH. Government Employment. --

10 Notwithstanding any other provisions of this Chapter, any member may purchase 
11 creditable service for lee&t government employment when classified as a temporary 
12 employee subject to the conditions that: 
13 (1) The member was employed by an employer as defined in tr.£:. 
14 128 21(11); G.S. 128-21(11) or G.S. 135-1(11): 
15 (2) The member's temporary employment met all other requirements 
16 of G.S. 128 21(10); G.S. 128-21(10). or G.S. 135-1(10) or (25): 

· 17 (3) The member has completed five years or more of membership 
18 service; 
19 ( 4) The member acquires from the employer such certifications of 
20 temporary employment as are required by the Board of Trustees; 
21 and 
22 (5) The member makes a lump sum payment into the Annuity Savings 
23 Fund equal to the full liability of the service credits calculated on 
24 the basis of the assumptions used for purposes of the actuarial 
25 valuation of the retirement system's liabilities, and the calculation 
26 of the amount payable shall take into account the retirement 
27 allowance arising on account of the additional service credit 
28 commencing at the earliest age at which the member could retire 
29 on an unreduced retirement allowance, as determined by the 
30 Board of Trustees upon the advice of the actuary, plus an 
31 administrative fee to be determined by the Board of Trustees. 
32 Notwithstanding the foregoing provisions of this subdivision that 
33 provide for the purchase of service C!edits, the terms "full cost", 
34 "full liability", and "full actuarial cost" include assumed annual 
35 post-retirement allowance increases, as determined by the Board of 
36 Trustees, from the earliest age at which a member could retire on 
37 an unreduced service allowance." 
38 Section 3. G.S. 135-4(pl)(l) reads as rewritten: 
39 "(1) Notwithstanding any other provision of this Chapter, upon 
40 completion of five years of membership service, any member may 
41 purchase service previously rendered as a part-time teacher or 
42 employee of the State, an employer as defined in G.S. 135-1(11) or 
43 G.S. 128-21(11). except for temporary or part-time service 
44 rendered while a full-time student in pursuit of a degree or 

Page 2 House Bill 1522 
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diploma in a degree-granting program. Payment shall be made in a 
single lump sum in an amount equal to the full actuarial cost of 
providing credit for the service, together with interest and an 
administrative fee, as determined by the Board of Trustees on the 
advice of the Retirement System's actuary. Notwithstanding the 
provisions of G.S. 135-4(b), the Board of Trustees shall fix and 
determine by appropriate rules and regulations how much service 
in any year, as based on compensation, is equivalent to one year of 
service in proportion to "earnable compensation", but in no case 
shall more than one year of service be creditable for all service in 
one year. Service rendered for the regular school year in any 
district shall be equivalent to one year's service. Notwithstanding 
the foregoing provisions of this subdivision that provide for the 
purchase of service credits, the terms "full cost", "full liability", 
and "full actuarial cost" include assumed annual post-retirement 
allowance increases, as determined by the Board of Trustees, from 
the earliest age at which a member could retire on an unreduced 
service allowance." 

Section 4. G.S. 135-4(s) reads as rewritten: 
"(s) Credit at Full Cost for Temporary &ffite Employment. -- In addition to the 

provisions of subsection (p) above, any member may purchase creditable service for 
State employment when classified as a temporary teacher or employee subject to the 
conditions that the: 

(1) Member was employed by an employer as defined in G:& 
135 1(11); G.S. 135-1(11) or G.S. 128-21(11): 

(2) Member's temporary employment met all other requirements of 
G.S. 135-1(10) or (25); or (25), or G.S. 128-21(10): 

(3) Member has completed five years or more of membership service; · 
( 4) Member acquires from the employer such certifications of 

temporary employment as are required by the Board of Trustees; 
and 

(5) Member makes a lump sum payment into the Annuity Savings 
Fund equal to the full liability of the service credits calculated on 
the basis of the assumptions used· for purposes of the actuarial 
valuation of the Retirement System's liabilities and shall take into 
account the retirement allowance arising on account of the 
additional service credit commencing at the earliest age at which 
the member could retire on an unreduced retirement allowance, as 
determined by the Board of Trustees upon the advice of the 
actuary, plus an administrative expense fee to be determined by 
the Board of Trustees. Notwithstanding the foregoing provisions of 
this subdivision that provide for the purchase of service credits, the 
terms "full cost", "full liability", and "full actuarial cost" include 
assumed annual post-retirement allowance increases, as determined 

House Bill 1522 Par 
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1 by the Board of Trustees, from the earliest age at which a member 
2 could retire on an unreduced service allowance. 
3 The provisions of this subsection shall also apply to the purchase of creditable service 
4 for State employment when classified as a permanent hourly employee in accordance 
5 with G.S. 126-5(c4)." 
6 Section 5. This act becomes effective. July 1, 1998. 

Page 4 House Bill 1522 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

SENATE BILL 843 

Short Title: Insurance Technical Changes. 

Sponsors: Senator Jenkins. 

Referred to: Pensions & Retirement and Insurance. 

April 15, 1997 

1 

{Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT TO REPEAL OBSOLETE LAWS AND MAKE TECHNICAL AND 
3 CLARIFYING AMENDMENTS AND CORRECTIONS IN VARIOUS 
4 INSURANCE STATUTES; AND TO EXTEND THE EXPIRATION DATE OF 
5 THE 1986 RISK SHARING PLAN LAW. 
6 The General Assembly of North Carolina enacts: 
7 PART I. REPEALS OF OBSOLETE PROVISIONS. 
8 Section 1. G.S. 58-2-120, 58-3-125, 58-6-10, 58-7-150, and 58-41-35 are 
9 repealed. 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Section 2. Article 47 of Chapter 58 of the General Statutes, the North 
Carolina Health Care Excess Liability Fund, which includes G.S. 58-47-1, 58-47-5, 58-
47-10, 58-47-15, 58-47-20, 58-47-25, 58-47-30, 58-47-35, 58-47-40, 58-47-45, and 58-47-
50, is repealed. 

Section 3. Article 68 of Chapter 58 of the General Statutes, the North 
Carolina Health Insurance Trust Commission, which includes G.S. 58-68-1, 58-68-5, 
58-68-10, 58-68-15, and 58-68-20, is repealed. 

Section 4. G.S. 120-123(55) and (65) are repealed. 
Section 5. G.S. 58-36-lS(e) reads as rewritten: 

"(e) The Commissioner may require the filing of supporting data including: 
(1) The Bureau's interpretation of any statistical data relied upon; 
(2) Descriptions of the methods employed in setting the rates; 
(3) Analysis of the incurred losses submitted on an accident year or 

policy year basis into their component parts; to wit, paid losses, 
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1 reserves for losses and loss expenses, and reserves for losses 
2 incurred but not reported; 
3 (4) The total number and dollar amount of paid claims; 
4 (5) The total number and dollar amount of case basis reserve claims; 
5 (6) Earned and written premiums at current rates by rating territory; 
6 (7) Earned premiums and incurred losses according to classification 
7 plan categories; and 
8 (8) Income from investment of unearned premiums and loss and loss 
9 expense reserves generated by business within this State. 

10 Previeleel, hewevef, that with Fesl'eet te ettsiness written f'H8f te Janttary 1, 1980, the 
11 Cemmissiener shall net reqttire tne filing ef stteh sttpf'eFtiftg eata whielt has net eeen 
12 reqttiFecl te ee reeeFaecl ttHclet statistieal plaHs appFer;ecl ey the Cemmissiefter." 
13 Section 6. G.S. 58-3-115 reads as rewritten: 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

"§ 58-3-115. Twisting with respect to insurance policies; penalties. 
No insurer shall make or issue, or cause to be issued, any written or oral statement 

that willfully misrepresents or willfully makes an incomplete comparison 'as to the 
terms, conditions, or benefits contained in any policy of insurance for the purpose of 
inducing or attempting to induce a policyholder in any way to terminate or 
surrender, exchange, or convert any insurance policy. Any person who violates this 
section is subject to the provisions of G.S. 58 2 70, 58 3 90 tluettgh 58 3 100, aHcl 
58 3 125. G.S. 58-2-70 or G.S. 58-3-100." 

Section 7. G.S. 58-30-75(7) reads as rewritten: 
"(7) Without first obtaining the written consent of the CemmissieHef 

pttrsttatlt te G.S. 58 7 150, Commissioner, the insurer has (i) 
transferred, or attempted to transfer, in a manner contrary to 
Article 19 of this Chapter, substantially its entire property or 
business, or (ii) has entered into any transaction, the effect of 
which is to merge, consolidate, or reinsure substantially its entire 
property or business in or with the property or business of any 
other person." 

Section 8. G.S. 58-41-40(a) reads as rewritten: 
"(a) There is no liability on the part of and no cause of action for defamation or 

invasion of privacy arises against any insurer or its authorized representatives, agents, 
or employees, or any licensed insurance agent or broker, for any communication or 
statement made, unless shown to have been made in bad faith with malice, in any of 
the following: 

(1) 

(2) 

Page 2 

A written notice of cancellation under G.S. 58 41 15, G.S. 58-41-15· 
or of nonrenewal under G.S. 58-41-20, er ef eessetieft ef bttsiHess 
tltfettglt an ageHey ttfteer G.S. S8 41 35, specifying the reasons 
therefor; 
Communications providing information pertaining to such 
cancellation, nonrenewal, or cessation of business through an 
agency; 

Senate Bill 843 
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1 · (3) Evidence submitted at any court proceeding, administrative 
2 hearing, or informal inquiry in which such cancellation, 
3 nonrenewal, or cessation of business through an agency is an 
4 issue." 
5 PART II. AMENDMENTS NECESSARY BECAUSE OF 1995 REWRITE OF G.S. 58-2-
6 50. 
7 Section 9. G.S. 58-34-20) reads as rewritten: 
8 "G) The Commissioner shall disapprove any such contract that: 
9 (1) Does not contain the required contract provisions specified in 

10 subsection (d) of this section; 
11 (2) Subjects the insurer to excessive charges for expenses or 
·12 comm1ss1on; 
13 (3) Vests in the MGA any control over the management of the affairs 
14 of the insurer to the exclusion of the board of directors of the 
15 insurer; 
16 ( 4) Is entered into with any person if the person or its officers and 
17 directors are of known bad character or have been affiliated 
18 directly or indirectly through ownership, control, management, 
19 reinsurance transactions, or · other insurance or business 
20 relationships with any person known to have been involved in the 
21 improper manipulation of assets, accounts, or reinsurance; or 
22 (5) Is determined by the Commissioner to contain provisions that are 
23 not fair and reasonable to the insurer. 
24 Failure of the Commissioner to disapprove any such contract within 30 days after the 
25. contract has been filed with the Commissioner constitutes the Commissioner's 
26 approval of the contract. An insurer may continue to accept business from such 
27 person until the Commissioner disapproves the contract. Any disapproval shall be in 
28 · writing. The Commissioner may, after a heariBg hele ttfteer G.S. S8 2 SO, notice and 
29 an opportunity for a hearing, withdraw approval of any contract the Commissioner 
30 has previously approved upon finding that the basis of the original approval no 
31 longer exists or that the contract has, in actual operation, shown itself to be subject to 
32 disapproval on any of the grounds in this subsection." 
33 Section 10. G.S. 58-34-15(b) reads as rewritten: 
34 "(b) If the Commissioner disapproves any management contract, notice of such 
35 action shall be given to the insurer assigning the reasons therefor in writing. The 
36 Commissioner shall grant any party to the contract a hearing upon re~ttest aeeoreiBg 
37 to G.S. S8 2 50. request." 
38 Section 11. G.S. 58-40-100 reads as rewritten: 
39 "§ 58-40-100. Request for review of rate, rating plan, rating system or underwriting 
40 rule. 
41 (a) Any person aggrieved by any rate charged, rating plan, rating system, or 
42 underwriting rule followed or adopted by an insurer or rating organization may 
43 request the insurer or rating organization to review the manner in which the rate, 
44 plan, system, or rule has been applied with respect to insurance afforded him. Such 

Senate Bill 843 Page 3 
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1 request may be made by his authorized representative, and shall be in writing. If the 
2 request is not granted within 30 days after it is made, the requestor may treat it as 
3 rejected. Any person aggrieved by the action of an insurer or rating organization in 
4 refusing the review requested or in failing or refusing to grant all or part of the relief 
5 requested, may file a written complaint and request for hearing with the 
6 Commissioner, and shall specify the grounds relied upon. If the Commissioner has 
7 information concerning a similar complaint he may deny the hearing. If the 
8 Commissioner believes that probable cause for the complaint does not exist or that 
9 the complaint is not made in good faith, he shall deny the hearing. If the 

10 Commissioner finds that the complaint charges a violation of this Article and that the 
11 complainant would be aggrieved if the violation is proven, he shall proceed as 
12 provided in G .S. 58 2 SO ef 58-2-70. 
13 {b) Repealed by Session Laws 1985 (Regular Session, 1986), c. 1027, s. 15." 
14 Section 12. G.S. 58-42-1 reads as rewritten: 
15 "§ 58-42-1. Establishment of plans. 
16 If the Commissioner finds, after a heafiag held ia aeeefdaaee with G.S. 58 2 SO, 
17 hearing, that in all or any part of this State, any amount or kind of insurance 
18 authorized by G.S. 58-7-15(4) through G.S. 58-7-15(22) is not readily available in the 
19 voluntary market and that the public interest requires the availability of that 
20 insurance, he may either: 
21 (1) Promulgate plans to provide insurance coverage for any risks in 
22 this State that are, based on reasonable underwriting standards, 
23 entitled to obtain but are otherwise unable to obtain coverage; or 
24 (2) Call upon insurers to prepare plans for his approval. 11 

25 Section 13. G.S. 58-45-50 reads as rewritten: 
26 "§ 58-45-50. Appeal from acts of Association to Commissioner; appeal from 
27 Commissioner to superior court. 
28 Any person or any insurer who may be aggrieved by an act, ruling or decision of 
29 the Association other than an act, ruling or decision relating to the cause or amount 
30 of a claimed loss, may, within 30 days after such ruling appeal to the Commissioner. 
31 Any hearings held by the Commissioner pursuant to such an appeal shall be in 
32 accordance with the f)feeeattre set ferth: itl G.8. S8 2 SO: rules adopted by the 
33 Commissioner: Provided, however, the Commissioner is authorized to appoint a 
34 member of his staff as deputy commissioner for the purpose of hearing such appeals 
35 and a ruling based upon such hearing shall have the same effect as if heard by the 
36 Commissioner. All persons or insureds aggrieved by any order or decision of the 
37 Commissioner may appeal as is provided by the provisions of G.S. 58-2-75. 
38 No later than 20 days before each hearing, the appellant shall file with the 
39 Commissioner or his designated hearing officer and shall serve on the appellee a 
40 written statement of his case and any evidence he intends to offer at the hearing. No 
41 later than five days before such hearing, the appellee shall file with the Commissioner 
42 or his designated hearing officer and shall serve on the appellant a written statement 
43 of his case and any evidence he i_ntends to offer at the hearing. Each such hearing 
44 shall be recorded and transcribed. The cost of such recording and transcribing shall 
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1 be borne equally by the appellant and appellee; provided that upon any final 
2 adjudication the prevailing party shall be reimbursed for his share of such costs by 
3 the other party. Each party shall, on a date determined by the Commissioner or his 
4 designated· hearing officer, but not sooner than 15 days after delivery of the 
5 completed transcript to the party, submit to the Commissioner or his designated 
6 hearing officer and serve on the other party, a proposed-order. The Commissioner or 
7 his designated hearing officer shall then issue an order. 11 

8 Section 14. G.S. 58-45-70 reads as rewritten: 
9 11 § 58-45-70. Commissioner may examine affairs of Association. 

10 The Commissioner may from time to time make an examination into the affairs of 
11 the Association when he deems it to be prudent and in undertaking such examination 
12 he may hold a public 11.esfiHg p1t1s1t&ftt ta the p1erlisie11:s ef G.S. 58 2 50 .. hearing. 
13 The expenses of such examination shall be borne and paid by the Association." 
14 Section 15. G.S. 58-46-20(c) reads as rewritten: 
15 "(c) The Commissioner may designate the kinds of property insurance policies on 
16 principal residences to be offered by the association, including insurance policies 
17 under Article 36 of this Chapter, and the commission rates to be paid to agents or 
18 brokers for these policies, if he finds, after a hesriRg hda ia aeee1aanee with G.S. 
19 58 2 50, hearing, that the public interest requires the designation. The provisions of 
20 Chapter 150B of the General Statutes do not apply to any procedure under this 
21 subsection, except that G.S. 150B-39 and G.S. 150B-41 shall apply to a hearing under 
22 this subsection. Within 30 days after the receipt of notification from the 
23 Commissioner of a change in designation · pursuant to this subsection, the association 
24 shall submit a revised plan and articles of association for approval in accordance with 
25 subsection (b) of this section. 11 

26 Section 16. G.S. 58-46-30 reads as rewritten: 
27 "§ 58-46-30. Appeals; judicial review. 
28 The association shall provide reasonable means, to be approved by the 
29 Commissioner, whereby any person or insurer affected by any act or decision of the 
30 administrators of the Plan or underwriting association, other than an act or decision 
31 relating to the cause or amount of a· claimed loss, may be heard in person or by an 
32 authorized representative, before the governing board of the association or a 
33 designated committee. Any person or insurer aggrieved by any decision of the 
34 governing board or designated committee, may be appealed to the Commissioner 
35 within 30 days from the date of such ruling or decision. The Commissioner, after 
36 hearing held pursuant to the prneeatue set fe1th in G.S. S8 2 50, rules adopted by the 
37 Commissioner. shall issue an order approving or disapproving the act or decision 
38 with respect to the matter which is the subject of appeal. The Commissioner is 
39 authorized to appoint a member of his staff as deputy commissioner for the purpose 
40 of hearing such appeals and a ruling based on such hearing shall have the same effect 
41 as if heard by the Commissioner personally. All persons or insurers or their 
42 representatives aggrieved by any order or decision of the Commissioner may appeal 
43 as provided by the provisions of G.S. 58-2-75 . 
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1 No later than 20 days before each hearing, the appellant shall file with the 
2 Commissioner or his designated hearing officer and shall serve on the appellee a 
3 · written statement of his case and any evidence he intends to offer at the hearing. No 
4 later than five days before such hearing, the appellee shall file with the Commissioner 
5 or his designated hearing officer and shall serve on the appellant a written statement 
6 of his case and any evidence he intends to offer at the hearing. Each such hearing 
7 shall be recorded and transcribed. The cost of such recording and transcribing shall 
8 be borne equally by the appellant and appellee; provided that upon any final 
9 adjudication the prevailing party shall be reimbursed for his share of such costs by 

10 the other party. Each party shall, on a date determined by the Commissioner or his 
11 designated hearing officer, but not sooner than 15 days after delivery of the 
12 completed transcript to the party, submit to the Commissioner or his designated 
13 hearing officer and serve on the other party, a proposed order. The Commissioner or 
14 his designated hearing officer shall then issue an order." 
15 PART III. CONTINUING CARE RETIREMENT COMMUNITY NAME 
16 CORRECTION. 
17 Section 17. G.S. 58-30-10(14) reads as rewritten: 
18 "(14) 'Insurer' means any entity licensed under Articles 7, 16, 26, 49, 65, 
19 or 67 of this Chapter and any employer that has furnished to the 
20 Commissioner satisfactory proof of its financial responsibility under 
21 G.S. 97-93(a)(2). For purposes of this Article, 'insurer' also 
22 includes continuing care retirement eeHters communities licensed 
23 under Article 64 of this Chapter." 
24 Section 18. The title of Article 64 of Chapter 58 of the General Statutes 
25 reads as rewritten: 
26 "ARTICLE 64 
27 "RegistratieH, Diselesttre, Cefttraet, &ftd FiHttHei&l MeftiteriHg ReEtttiremeHts fer 
28 Continuing Care Faeilities. Retirement Communities." 
29 Section 19. G.S. 58-64-1 reads as rewritten: 
30 "§ 58-64-1. Definitions. 
31 As used in this Article, unless otherwise specified: 
32 (1) 'Continuing care' means the furnishing to an individual other than 
33 an individual related· by blood, marriage, or adoption to the person 
34 furnishing the care, of lodging together with nursing services, 
35 medical services, or other health related services, pursuant to an 
36 agreement effective for the life of the individual or for a period in 
37 excess of one year. 
38 (2) 'Entrance fee' means a payment that assures a resident a place in a 
39 facility for a term of years or for life. 
40 (3) 'Facility' means the f:)lttee er f:)lttees retirement community or 
41 communities in which a provider undertakes to provide continuing 
42 care to an .individual. 
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1 ( 4) 'Health related services' means, at a m1mmum, nursing home 
2 admission or assistance in the activities of daily living, exclusive of 
3 the provision of meals or cleaning services. 
4 (5) 'Living unit' means a room, apartment, cottage, or other area 
5 within a facility set aside for the exclusive use or control of one or 
6 more identified residents. 
7 (6) 'Provider' means the promoter, developer, or owner of a 
8 eefttiftttiftg eMe facility, whether a natural person, partnership, or 
9 other unincorporated association, however organized, trust, or 

10 corporation, of an institution, building, residence, or other place, 
11 whether operated for profit or not, or any other person, that 
12 solicits or undertakes to provide continuing care under a 
13 continuing care facility contract, or that represents himself or itself 
14 as providing continuing care or 'life care.' 
15 (7) 'Resident' means a purchaser of, a nominee of, or a subscriber to, 
16 a continuing care contract. 
17 (8) 'Hazardous financial condition' means a provider is insolvent or in 
18 eminent danger of becoming insolvent. 11 

19 Section 20. G.S. 58-64-40(b) reads as rewritten: 
20 11 (b) The board of directors or other governing body of a ee1Hifltth1g ee.fc facility 
21 or its designated representative shall hold annual meetings with the residents of the 
22 eefltiB1:1h1g eare facility for free discussions of subjects including, but not limited to, 
23 income, expenditures, and financial trends' and problems as they apply to the facility 
24 and discussions of proposed changes in policies, programs, and services'. Residents 
25 shall be entitled to at least seven days advance notice of each meeting. An agenda 
26 and any materials that will be distributed by the governing body at the meetings shall 
27 remain available upon request to residents. 11 

28 Section 21. G.S. 58-64-80 reads as rewritten: 
29 11 § 58-64-80. Advisory Committee. 
30 There shall be a nine member Continuing Care Advisory Committee appointed by 
31 the Commissioner. The Committee shall consist of at least two residents of 
32 eofltiflttifl.g ea:rc eemmttnities, facilities, two representatives of the North Carolina 
33 Association of Nonprofit Homes for the Aging, one individual who is a certified 
34 public accountant and is licensed to practice in this State, one individual skilled in 
35 the field of architecture or engineering, and one individual who is a health care 
36 professional. 11 

37 PART IV. WORKERS' COMPENSATION LOSS COSTS CONFORMING CHANGES. 
38 Section 22. G.S. 58-36-1(2) reads as rewritten: 
39 11 (2) The Bureau shall provide reasonable means to be approved by the 
40 Commissioner whereby any person affected by a rate or loss costs 
41 made by it may be heard in person or by his authorized 
42 representative before the governing committee or other proper 
43 executive of the Bureau. 11 

44 Section 23. G.S. 58-36-1(5)c. reads as rewritten: 
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1 "c. Failure or refusal by any assigned employer risk to make full 
2 disclosure to the Bureau, servicing carrier, or insurer writing • 3 a policy of information regarding the employer's true 
4 ownership, change of ownership, operations, or payroll, or 
5 any other failure to disclose fully any records pertaining to 
6 workers' compensation insurance shall be sufficient grounds 
7 for the Bttre&tt te &tttfteri-ze the termination of the policy of 
8 · that employer." 
9 Section 24. G.S. 58-36-10 reads as rewritten: 

10 "§ 58-36-10. Method of rate making; factors considered. 
11 The following standards shall apply to the making and use of ~ rates or loss 
12 costs: 
13 (1) Rates or loss costs shall not be excessive, inadequate or unfairiy 
14 discriminatory. 
15 (2) Due consideration shall be given to actual loss and expense 
16 experience within this State for the most recent three-year period 
17 for which such information is available; to prospective loss and 
18 expense experience within this State; to the hazards of 
19 conflagration and catastrophe; to · a reasonable margin for 
20 underwriting profit and to contingencies; to dividends, savings, or 
21 unabsorbed premium deposits allowed or returned by insurers to 
22 their policyholders, members, or subscribers; to investment income 
23 earned or realized by insurers from their unearned premium, loss, • 24 and loss expense reserve funds generated from business within this 
25 State; to past and prospective expenses specially applicable to this 
26 State; and to all other relevant factors within this State: Provided, 
27 however, that countrywide expense and loss experience and other 
28 countrywide data may be considered only where credible North 
29 Carolina experience or data is not available. 
30 (3) In the case of fire insurance rates, as are suqject to the ratemaking 
31 authority of the Bureau, consideration may be given to the 
32 experience of such fire insurance business during the most recent 
33 five-year period for which such experience is available. In the case 
34 of fire insurance rates that are subject to the ratemaking authority 
35 of the Bureau, consideration shall be given to the insurance public 
36 protection classifications of rural fire districts based upon standards 
37 established by the 'Commissioner. To the extent credits are 
38 provided for proximity to fire hydrants, the Bureau may also 
39 provide appropriate credits in public protection classifications for 
40 optional water sources, such as ponds, lakes, or other bodies of 
41 water, in accordance with standards and procedures filed with and 
42 approved by the Commissioner. 
43 ( 4) Risks may be grouped by classifications and lines of insurance for 
44 establishment of ffttes rates, loss costs, and base premiums. • 
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1 Classification rates may be modified to produce rates for individual 
2 risks in accordance with rating plans which establish standards for 
3 measuring variations in hazards or expense provisions or both. 
4 Such standards may measure any differ~nces among risks that can 
5 be demonstrated to have a probable effect upon losses or expenses. 
6 The Bureau is directed to establish and implement a 
7 comprehensive classification rating plan for motor vehicle 
8 insurance under its jurisdiction within 90 days of September 1, 
9 1977. No such classification plans shall base any standard or rating 

10 plan for private passenger (nonfleet) motor vehicles, in whole or in 
11 part, directly or indirectly, upon the age or sex of the persons 
12 insured. The Bureau shall at least once every three years make a 
13 complete review of the filed classification rates to determine 
14 whether they are proper and supported by statistical evidence, and 
15 shall at least once every 10 years make a complete review of the 
16 territories for nonfleet private passenger motor vehicle insurance to 
17 determine whether they are proper and reasonable. 
18 (5) In the case of workers' compensation insurance and employers' 
19 liability insurance written in connection therewith, due 
20 consideration shall be given to the past and· prospective effects of 
21 changes in compensation benefits and in legal and medical fees 
22 that are provided for in General Statutes Chapter 97." 
23 Section 25. G.S. 58-36-15(a) reads as rewritten: 
24 "(a) The Bureau shall file with the Commissioner copies of the rates, loss costs, 
25 classification plans, rating plans and rating systems used by its members. Each rate or 
26 loss costs filing shall become effective on the date specified in the filing, but not 
27 earlier than 105 days ff6ffl after the date the filing is received by the Commissioner: 
28 Provided that (1) rate or loss costs filings for workers' compensation insurance and 
29 employers' liability insurance written in connection therewith shall not become 
30 effective earlier than 120 days from the date the filing is received by the 
31 Commissioner or on the date as provided under G.S. 58-36-100, whichever is earlier; 
32 and (2) any filing may become effective on a date earlier than that specified in this 
33 subsection upon agreement between the Commissioner and the Bureau." 
34 Section 26. G.S. 58-36-15(£) reads as rewritten: 
35 "(f) On or before September 1 of each calendar year the Bureau shall submit to 
36 the Commissioner the experience, data, statistics, and information referred to in 
37 subsection (c) of this section and required under G.S. 58-36-100 and a residual 
38 market rate M and prospective loss costs review based on such data for workers' 
39 compensation insurance and employers' liability insurance written in connection 
40 therewith. Any rate or loss costs increase for such insurance that is implemented 
41 pursuant to this Article shall become effective solely to such insurance as is written 
42 having an inception date on or after the effective date of the rate or loss costs 
43 increase." 
44 Section 27. G.S. 58-36-lS(g) reads as rewritten: 
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1 11 (g) The following information must be included in policy form, rule, and rate or 
2 loss costs filings under this Article and under Article 37 of this Chapter: 
3 (1) A detailed list of the rates, loss costs, rules, and policy forms filed, 
4 accompanied by a list of those superseded; and 
5 (2) A detailed description, properly referenced, of all changes in 
6 policy forms, rules, prospective loss costs, and rates, including the 
7 effect of each change. 11 

8 Section 28. G.S. 58-36-30(a) reads as rewritten: 
9 11 (a) Ne insttrer, effieer, egee:t er feJ'fesente.tive thereef Except as permitted by 

10 G,S. 58-36-100 for workers' compensation loss costs filings, no insurer and no officer, 
11 agent. or representative of an insurer shall knowingly issue or deliver or knowingly 
12 permit the issuance or delivery of any policy of insurance in this State 1~lhieh that 
13 does not conform to the rates, ·rating plans, classifications, schedules, · rules and 
14 standards made and filed by the Bureau. Hewevef, e.n An insurer may deviate from 
15 the rates pfemttlgatecl adopted by the Bureau pFe11iclecl if the insurer has filed the 
16 proposed deviation te ee appliecl eeth with the Bureau and the Commissioner, ane-
17 f)feviclecl the Eleviatien is ttniferm in its e.ppliee.tien te e.11 risks in the State ef the 
18 ele.ss te whieh the Elevie.tien is te apply; ecl pfeviclecl stteh clerliatien is apprevecl ey 
19 the Cemmissienef. if the proposed deviation is based on sound actuarial principles. 
20 and if the proposed deviation is approved by the Commissioner. The Cemmissienef 
21 shell &f)pfeve pfef)esed Elevie.tiens if they ae net · fenaef the fates aeessive, 
22 i:fte.aeqtte.te ef ttnfe.ifly Elisefimine.tery. If &f)f)fe11ea, the Ele-.iie.tien me.y thereafter ee 
23 &meneeel, stt'ejeet te the f)fer1isiens ef this stteseetieR. Amendments to deviations are 
24 subject to the same requirements as initial filings. The devie.tien me.y ee terminated 
25 An insurer may terminate a deviation only if the deviation has been in effect for a 
26 period of six months before the effective date of the termination and the insurer 
27 notifies the Commissioner of the termination no later than 15 days before the 
28 effective date of the termination." 
29 Section 29. G.S. 58-36-30(c) reads as rewritten: 
30 "(c) Any cle·lie.tien with fespeet te wefkers' eempense.tien e.He empleyers' lie.eility 
31 insttre.Ree written in eenneetien therewitli e.s filecl ttncler stteseetien (e.) ef this seetien 
32 sltaH ap.13ly tutifeffflly te all ele.ssifiee.tiens. Any approved rate under subsection {b) of 
33 this section with respect to workers' compensation and employers' liability insurance 
34 written in connection therewith shall be furnished to the Bureau. 11 

35 Section 30. Effective September 1, 1997, G.S. 58-36-lOO(a) reads as 
36 
37 
38 
39 
40 
41 
42 
43 
44 

rewritten: 
"(a) Nethiftg ift this seetieft Feqttifes the Bttfee.tt er its memeer iftsttrers te refile 

re.tes pfe·liettsly imf)lementeel eefefe twe yea:rs &fief tke effeetive Elate ef th::is seetien. 
Any meffleer iftsttrer ef the Bttree.tt may eentifttte te ase all rates anel eeviatiens Blee 
e.H:a &f)prevee fer its ttse ttntil aise.ppre-.iee, er the iH:sttrer makes its ewft Hliftg te 
ehe.nge its fates, either ey me.ki:ftg e.n ineependent H:ttB:g er ey H:ttB:g e. fefefenee Hling 
aee:Ptieft farm e.eeptiH:g the Bttree.tt's pfespeettve less eests, er meeifiee.tien thereef. 
Except as provided in subsection (m) of this section, with the iftitie.l prespeetive less 
eests feferenee filiH:g, the Bureau shall no longer develop or file any minimum 
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1 premiums, minimum premium formulas, or expense constants. If an insurer wishes to 
2 amend minimum premium fefmttlas, formulas or expense constants, it must file the 
3 minimum premium rules, formulas, or amounts it proposes to use. A copy of each 
4 filing submitted to the Commissioner under subsections (e) and (g) of this section 
5 shall also be sent to the Bureau," 
6 Section 31. Effective September 1, 1997, G.~. 58-36-lOO(b)(l) reads as 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

rewritten: 

rewritten: 

"(1) 'Expenses'. -- That portion of a· rate attributable to acquisition, 
field supervision, collection expenses, any tax levied by the State or 
by any political subdivision of the State. licensing costs, fees, and 
general expenses, as determined by the insurer." 

Section 32. Effectiv~ September 1, 1997, G.S. 58-36-lOO(c) reads as 

"(c) Except as provided in subsection (m) of this section, fqr workers' 
compensation and employers' liability insurance written in connection with workers' 
compensation insurance, the Bureau shall no longer develop or file advisory final 
rates that contain provisions for expenses ( other than loss adjustment expenses) and 
profit. The Bureau shall instead develop and file for approval with the Commissioner, 
in accordance with this section, reference filings containing advisory prospective loss 
costs and the underlying loss data and other supporting statistical and actuarial . 
information for any calculations or assumptions underlying these loss costs. Loss­
based assessments, aHy te:x leYied ey the State ef a.tty :pelitieal sttedirAsieft ef the 
State, lieeHsiHg easts, aftd fees assessments will be included in prospective loss costs." 
PART V. INSURANCE COMPANY FINANCIAL OPERATIONS. 

Section 33. G.S. 58-5-63(a) reads as rewritten: 
"(a) All insurance companies making deposits under this Article are entitled to 

interest on those depesits, whieh shall Femaift iB the aepesit aeeettBts. deposits. The 
right to interest is subject to a company paying its insurance policy liabilities. If any 
company fails to pay those liabilities, interest accruing after the failure is payable to 
the Commissioner for the payment of those liabilities under subsection (b) · of this 
section." 

Section 34. G.S. 58-7-21(a) reads as rewritten: 
"(a) As used in this section and in G.S. 58 7 26, 58 7 30, &ftd 58 7 31: 58-7-26 and 

G.S. 58-7-30: 
(1) 

(2) 

'Reinsurance' means a transfer of insurance risk from a ceding 
insurer to an assuming insurer. 
'Insurance risk' means an uncertainty regarding the ultimate 
amount of any claim payment (underwriting risk) or an uncertainty 
regarding the timing of the payments (timing risk), or both." 

Section 35. G.S. 58-7-3l(b)(3) reads as rewritten: 
"(3) The ceding insurer is required to reimburse the reinsurer for 

negative experience under the reinsurance agreement; except that 
neither offsetting experience refunds against current and prior 
years' losses uncler the reinsurance agreement nor payment by the 
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ceding insurer of an amount equal to the current and prior years' 
losses under the reinsurance agreement upon voluntary termination 
of in-force reinsurance by the ceding insurer are a reimbursement 
to the reinsurer for negative experience. Voluntary termination 
does . not include situations where termination occurs because of 
unreasonable provisions that allow the reinsurer to reduce its risk 
or increase its risk char&e under the reinsurance agreement." 

Section 36. G.S. 58-7-31(d)(1) reads as rewritten: 
"(1) Reinsurance agreements entered into after October 1, 1993, that 

involve the reinsurance of business issued prier te before the 
effective date of the reinsurance agreements, along with any 
subsequent amendments thereto, shall be filed by the ceding 
company with the Commissioner within 30 days after its date of 
execution. Each filing shall include data detailing the fiH:el impact 
financial effect of the transaction. The ceding insurer's actuary who 
signs the financial statement actuarial opinion with respect to 
valuation of reserves shall consider this statttte section and any 
applicable actuarial standards of practice when determining the 
proper credit in financial statements filed with the Commissioner. 
The actuary sliottlcl shall maintain adequate documentation and be 
prepared upon request to describe the actuarial work performed 
for inclusion in the financial statements and to demonstrate that 
such work conforms to this statttte. section." 

Section 37. G .S. 58-7-173(12) reads as rewritten: 
"(12) Secured obligations of duly constituted churches and of church­

holding companies; and the cost of investments made under this 
subdivision shall not exceed the lesser of one percent (1 % ) of the 
insurer's admitted assets ei QI five percent (5%) of the insurer's 
capital and surplus." 

Section 38. The catchline of G.S. 58-7-177 reads as rewritten: 
31 "§ 58-7-177. Investments in stthsidieries 8fttl Bff"ltttlted eerperatiem. subsidiaries." 
32 Section 39. G.S. 58-8-5(a)(3) reads as rewritten: 
33 "(3) Said offieers sha:H eause sate eertifieate to 'ee ptt'elis:hee. eH:ee a 
34 week fer PHO eoftseeutive ¥.'eeks in a H:ewspaper itl Rftleigli aH:e. iH: 
35 tlte eounty WBere tlte eomp8H:y's pMeipftl offiee is loeated, or 
36 f'OStecl et the eottrtltottse cleer if ne H:eWSf'B:per 'ee f)tt'elishee :wit:hiH: 
37 the eottH:ty. Seicl :Printecl er :Pestecl netiees sltaH ee ift sttelt ferm 
38 flftcl of stteh si:Ee M the CemmissioBet' may B:P~reve, flftci in 
39 edclition te setttng fertlt itl f'ttH the eertifieate' rettttireEl in 
40 stteclivisien (2) s:h.aH state t:hat epplieatien fer ameH:cling the 
41 eem:Pa11:y' s e:hftffer in tlie maBBer speei:fiee llas eeen r,repesed ey 
42 the eearcl of clireeters, e11:cl s:hftll alse stete the time set fer a 
43 meetiH:g of poliey.h:elElers t:hercey eellecl to ee .held at the r,rineipal 
44 office of the eempaH:y te take aetioft oft t:he r,roposed ameBdmeftt. 
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1 A tnte eo13y of stteh notiee shall ae files witH: tH:e CommissioRer, 
2 aRcl also with that offieial who 13erierms the fttHetions of 
3 CommissioHer iB each state where the eomi,any is lieefl:ses to do 
4 attsiHess. Sttch pttalieatioH aHcl filiHg of Hotiees SH.all ae · eom13letes 
5 at least 30 da-ys prior to the date set thereifl: fer the meetiHg of 
6 f}OliCYfi:Olscrs ancl Stl:C i,roof thereof shall ae files with the 
7 Commissioner at least 1S days prier te the aate of sttdt ffleetiftg. If 
8 the meeting at which the proposed amendment is to be considered 
9 is a special meeting, rather than a regular annual meeting of 

10 policyholders, such special meeting can be called only after the 
11 Commissioner has given his approval in writing, aftcl the 13ttalished 
12 fl:Otice shall sltow tlte fact of sttch ap13rn·+'al; writing;" · 
13 Section 40. G .S. 58-8-25 reads as rewritten:: 
14 "§ 58-8-25. Dividends to policyholders. 
15 (a) Any participating or dividend-paying company, stock or mutual or foreign or 
16 domestic, that writes other than life insurance or workers' compensation insurance 
17 and employers' liability insurance in connection therewith, may declare and pay a 
18 dividend to policyholders from its sttf}'ltts, unassigned surplus as reflected in the 
19 company's most recent annual or guarterly statement filed with the Commissioner, 
20 which shall include only its surplus in excess of any required minimum surplus. No 
21 such dividend shall be paid unless fair and equitable and for the best interest of the 
22 company and its policyholders. In declaring any dividend to its policyholders, any 
23 such company may make reasonable classifications of policies expiring during a fixed 
24 period, upon the basis of each general kind of insurance covered by such policies and 
25 by territorial divisions of the location of risks by states, except that in fixing the 
26 amount of dividends to be paid on each general kind of insurance, which dividends 
27 shall be uniform in rate and applicable to the majority of risks within such general 
28 kind of insurance, exceptions may be made as to any class or classes of risk and a 
29 different rate or amount of dividends paid on such class or classes if the conditions 
30 applicable to such class or classes differ substantially from the condition applicable to 
31 the kind of insurance as a whole. Every such company shall have an equal rate of 
32 dividend for the same term on all policies insuring risks in the same classification. 
33 The payment of dividends to policyholders shall not be contingent upon the 
34 maintenance or renewal of the policy. All dividends shall be paid to the policyholder 
35 unless a written assignment thereof be executed. Neither the payment of dividends 
36 nor the rate thereof may be guaranteed by any company, or its agent, prior to the 
37 declaration of the dividend by the board of directors of such company. The holders 
38 of policies of insurance issued by a company in compliance with the orders of any 
39 public official, bureau or committee, in conformity with any statutory requirement or · 
40 voluntary arrangement, for the issuance of insurance to risks not otherwise acceptable 
41 to the company, may be established as a separate class of risks. 
42 (b) Any participating or dividend-paying company, stock or mutual or foreign or 
43 domestic, that writes workers' compensation insurance and employers' liability 
44 insurance in connection therewith may declare and pay a dividend to policyholders 
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1 from its sttrpltts, unassigned surplus as reflected in the company's most recent 
2 statement filed with the Commissioner under G.S. 58-2-165, which shall include only 
3 its surplus in excess of any required minimum surplus. No such dividend shall be 
4 paid unless fair and equitable and for the best interest of the company and its 
5 policyholders. In declaring any dividend to its policyholders, any such company may 
6 make reasonable classifications of policies expiring during a fixed period. The 
7 payment of dividends to policyholders shall not be contingent upon the maintenance 
8 or renewal of the policy. All dividends shall be paid to the policyholder unless a 
9 written assignment thereof be executed. Neither the payment of dividends nor the 

10 rate thereof may be guaranteed by any company, or its agent, prior to the declaration 
11 of the dividend by the board of directors of such company. The holders of policies of 
12 insurance issued by a company in compliance with the orders of any public official, 
13 bureau,. or committee, in conformity with any statutory requirement or voluntary 
14 arrangement, for the issuance of insurance to risks not otherwise acceptable to th.e 
15 company, may be established as a separate class of risks." 
16 Section 41. G.S. 58-9-6(a) reads as rewritten: 
17 "(a) The Commissioner shall issue an intermediary license or an exemption from 
18 the license, subject to G.S. 58-9-2(b)(2) ·or G.S. 58-9-2(c)(3), to any person who has 
19 complied with the requirements of this Article. A license issued to a noncorporate 
20 entity authorizes all of the members of the entity and any designated employees to act 
21 as intermediaries under the license, and those persons shall be named in the 
22 application and any supplements. A license issued to a corporation authorizes all of 
23 the officers and any designated employees and directors of the corporation to act as 
24 intermediaries on behalf of the corporation, and those persons shall be named in the 
25 application and any supplements." 
26 Section 42. G.S. 58-9-ll{b) reads as rewritten: 
27 "{b) An insurer shall not engage the services of any person to act as a broker on 
28 its behalf unless the person is licensed ttneer G.S. 58 9 6. or exempted pursuant to 
29 this Article. An insurer shall not employ an individual who is employed by a broker 
30 with which it transacts business, unless the broker is under common control with the 
31 insurer under Article 19 of this Chapter." 
32 Section 43. G.S. 58-9-21(a) reads as rewritten: 
33 "(a) A reinsurer shall not engage the services of any person to act as a manager 
34 on its behalf unless the person is licensed ttnEler G.S. 58 9 6. or exempted pursuant to 
35 this Article." 
36 Section 44. G.S. 58-12-2(3) reads as rewritten: 
37 "(3) Domestic insurer. -- Any insurance company organized in this 
38 State under Arliele 7 Article 7 or Article 15 of this Chapter." 
39 Section 45. G.S. 58-13-10 reads as rewritten: 
40 11 § 58-13-10. Scope. 
41 W This Article applies to all domestic insurers and to all kinds of insurance 
42 written by those insurers ·ttatier 2\:rlieles 1 threttgh 66 of this Chapter. Foreign 
43 insurers arc ta shall comply in substance ·with the requirements and limitations of this 
44 section. This .c\:rtielc tiees net apply ta variaele eeatraets fer whieh separate aeeattats 
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1 are rectttired te ee me.ifttaifted Her te ste.ttttef)' de:pesits that are rectttired te ee 
2 me.iftt&ifted ey iftsttraftec rcgttlatery ageHeies e.s e. rectttiremcftt fer deiag ett:siHess ift 
3 stteh jttrisdietiefts. 
4 (b) This Article does not apply to: 
5 ill Variable contracts for which separate accounts are required to be 
6 maintained, 
7 (21 Statutozy deposits that are reguired to be maintained by insurance 
8 regulatozy agencies as a requirement for doing business. · 
9 ill Real estate authorized under G.S. 58-7-187 and encumbered by a 

10 mortgage loan with a first lien." 
11 Section 46. G.S. 58-13-15 reads as rewritten: 
12 "§ 58-13-15. Definitions. 
13 As used in this Article: 
14 (1) 'Assets' means all property, real or personal, tangible or intangible, 
15 legal or equitable, owned by an insurer. 
16 (2) 'Claimants' means any owners, beneficiaries, assignees, certificate 
17 holders, or third-party beneficiaries of any insurance benefit or 
18 right arising out of and within the coverage of an insurance policy 
19 covered by this Article. 
20 (3) 'Reserve assets' means those assets of ·an insurer that are 
21 authorized investments for policy reserves in accordance with 
22 Artieles 1 Huettgh 64 ef this Ch.a:pter B:Be G.S. ·ss 6S 9S. this 
23 Chapter. 
24 ( 4) 'Policyholder-related liabilities' means those liabilities that are 
25 required to be established by an insurer for all of its outstanding 
26 insurance policies in accordance with Af'ticles 1 t:h.rettgh 64 ef this 
27 Cha:pter aB.e G.S. S8 6S 9S. this Chapter." 
28 Section 47. G.S. 58-13-20(b) reads as rewritten: 
29 "(b) The Commissioner 'has the rigfl:t te may examine any of such assets, 
30 reinsurance agreements, or deposit arrangements at any time in accordance with his 
31 authority to make examinations of insurers as conferred by other provisions ef 
32 Acftieles 1 th.rettga 64 of this Chapter." 
33 Section 48. G.S. 58-19-5(5) reads as rewritten: 
34 "(5) 'Person' means an individual, corporation, partnership, limited 
35 liability company, association, joint stock company, trust, 
36 unincorporated organization, or any similar entity or any 
37 combination of the foregoing acting in concert." 
38 Section 49. G.S. 58-19-lO(b)(l) reads as rewritten: 
39 "(1) Invest, in common stock, preferred stock, debt obligations, and 
40 other securities of one or more subsidiaries, amounts that do not 
41 exceed the lesser of ten percent (10%) of such insurer's admitted 
42 assets or fifty percent (50%) of such insurer's surplus as regards 
43 policyholders, provided that after such investments, the insurer's 
44 surplus as regards policyholders will be reasonable in relation to 
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1 the insurer's outstanding liabilities and adequate to its financial 
2 needs. In calculating the amount of such investments, investments 
3 in domestic or foreign insurance subsidiaries and health 
4 maintenance organizations shall be excluded, and there shall be 
5 included: (i) total net monies or other consideration expended and 
6 obligations assumed in the acquisition or formation of a subsidiary, 
7 including all organizational expenses and contributions to capital 
8 and surplus of such subsidiary whether or not represented by the 
9 purchase of capital stock or issuance of other securities; and (ii) all 

10 amounts expended in acquiring additional common stock, 
11 preferred stock, debt obligations, and other securities, and all 
12 contributions to the capital or surplus, of a subsidiary subsequent 
13 to its acquisition or formation;" 
14 PART VI. HANDICAPPED PERSONS. 
15 Section 50. G.S. 168-10 reads as rewritten: 
16 "§ 168-10. Eliminate discrimination in treatment of handicapped and disabled. 
17 Each handicapped person shall have the same consideration as any other person 
18 for individual accident and health insurance coverage, and no insurer, service 
19 · corporation, multiple employer welfare arrangement. or health maintenance 
20 organization subject to Chapter 58 of the General Statutes solely on the basis of StteB-
21 the person's handicap, shall deny StteB- coverage or ben·efits. The availability of StteB-
22 insuFanee coverage or benefits shall not be denied solely aue te because of the 
23 handicap, provided, however, that ne suel1 insurer sliaH ee preliieitea ffem eJfeluaitig 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

ey waiver ef etlieFWise, aHy pFe existiHg eeHaitiens ffem st:tdt eer;efage, anel Rtftlier 
previelea that any such insurer may charge the appropriate premiums or fees for the 
risk insured on the same basis and conditions as insurance· issued to other peFSens. 
persons, in accordance with actuarial and underwritin~ principles prescribed in 
Chapter 58 of the General Statutes. 'P'letlti:Hg eontaiHea heFeiH Of iH ftftY ethef statt:tte 
sliall FestFiet ef pFeelt:tt:le aHy inst:1Fer geveFnea ey Clia:pter 58 ef tlie GeHeFal Statt:ttes 
ft:em setting ana eliar-ging a premittm er fee easea t:1:pen tlie elass er elasses ef risks 
and en set:tna aetttaFial ana t:tnaef'Wflting :pFinei:ples as aeteFminea ey st:teli inst:1Fef, eF 
ffem e:pplying its Fegt:tlaf t:tnaerwriting sffl:ftt:lMas a:ppHeaele te all elasses ef Fisks. 
The pFevisiens ef tftis seetien SBall aJ3J3ly te eetli eerperatiens gevemea ey Clia:ptef 
58 ef the General Stattttes." 

Section 51. G.S. 168-22(b) reads as rewritten: 
"(b) A family care home shall be deemed a residential use of property for the 

purposes of determining charges or assessments imposed by political subdivisions or 
businesses for water, sewer, power, telephone service, cable television, garbage and 
trash collection, repairs or improvements to roads, streets, and sidewalks, and other 
services, utilities, and im:prevements, anel fef :pttF:peses ef elassifieatioH f.ef iHst:1Fanee. 
improvements," 
PART VII. AUTOMOBILE INSURANCE. 
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1 "(a) Definitions. -- The following definitions apply in this section: 
2 (1) Policy. -- A nonfleet private passenger motor vehicle liability 
3 insurance policy, including a f)eliey one that provides medical 
4 payments, uninsured motorist, or underinsured motorist coverage, 
5 whose namea i:ftsttfed is one i:ftdhidttal of two Of mofe indiv-idttals 
6 who fesiae ift the same hottsehola. that is under the jurisdiction of 
7 the Rate Bureau. 
8 (2) Terminate. -- To cancel or refuse to renew a policy." 
9 Section 54. G.S. 58-37-40(t) reads as rewritten: 

10 "(t) The plan of operation shall provide that every member shall, following 
11 payment of any pro rata assessment, commence recoupment of that assessment by 
12 way of a surcharge on motor vehicle insurance policies issued by the member or 
13 through the Facility until the assessment has been recouped. Sttelt The surcharge 
14 shall be a percentage of premium adopted by the Board of Governors of the Facility; 
15 and the charges determined on the basis of the surcharge shall be combined with and 
16 displayed as a part of the applicable premium charges. P10Yiaed, however, that 
17 Feeottpmetit Recoupment of losses sustained by the Facility sinee Septemeef 1, 1977, 
18 with respect to nonfleet private passenger motor vehicles may be recouped only by 
19 surcharging policies (i) that are subject to the . classification plan f)fOfflttlgatea 
20 pttfsttaftt to G.S. 58 36 65 ana (ii) to whieh ofte Of mofe ari"Ji11g feee1a pein~ haYe 
21 aeen assigBea f)ttfsttant to said f)lan, sttejeet to the p10Yisions of G.S. 58 36 75! under 
22 G.S. 58-36,..65. If the amount collected during the period of surcharge exceeds 
23 assessments paid by the member to the Facility, the member shall pay over the excess 
24 to the Facility on a date specified by the Board of Governors. If the amount collected 
25 during the period of surcharge is less than the assessments paid by the member to the 
26 Facility, the Facility shall pay the difference to the member. Except as hefeiBaftef 
27 f'FOYiclea, otherwise provided in this Article, the amount of recoupment shall not be 
28 considered or treated as a rate or premium for any purpose. The Board of Governors 
29 shall adopt and implement a plan for compensation of agents of Facility members 
30 when recoupment surcharges are imposed; such compensation shall not exceed the 
31 compensation or commission rate normally paid to the agent for the issuance or 
32 renewal of the automobile liability policy issued through the North Carolina 
33 Reinsurance Facility affected by st:telt the surcharge; provided, however, that the 
34 surcharge provided for in this section shall include an amount necessary to recover 
35 the amount of the assessment to member companies and the compensation paid by 
36 each member, pursuant to this section, to agents. 11 

37 Section 55. G.S. 58-37-35(b)(8) reads as rewritten: 
38 11 (8) To establish fair and reasonable procedures for the sharing among 
39 members of any loss on Facility business ¥lftie'k that cannot be 
40 recouped pttfsttant to under G.S. 58-37-40(t) or whieh. eaftnot ee 
41 1eeottped Of alloeated ttnder G.S. 58-37-75, and other costs, 
42 charges, expenses, liabilities, income, property and other assets of 
43 the Facility and for assessing or distributing to members their 
44 appropriate shares. Sttelt The shares may be based on the 
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1 member's premiums for voluntary business for the appropriate 
2 category of motor vehicle insurance or by any other fair and 
3 reasonable method. 11 

4 Section 56. G.S. 58-37-35(g)(8) reads as rewritten: 
5 11 (8) To establish fair and reasonable procedures for the sharing among 
6 members of any loss on Facility business which cannot be 
7 recouped pursuant to G.S. 58-37-40(1) or which cannot be 
8 recouped or eHeeetetl ttntler G.S. SS 37 7S, allocated and other 
9 costs, charges, expenses, liabilities, income, property and other 

10 assets of the Facility and for assessing or distributing to members 
11 their appropriate shares. Such shares may be based on the 
12 member's premiums for voluntary business for the appropriate 
13 category of motor vehicle insurance or by any other fair and 
14 reasonable method." 
15 Section 57. G.S. 58-37-35(1) reads as rewritten: 
16 "(I) The classifications, rules, rates, rating plans and policy forms used on 
17 motor vehicle insurance policies reinsured by the Facility may be made by the 
18 Facility or by any licensed or statutory rating organization or bureau on its behalf and 
19 shall be filed with the Commissioner. The Board of Governors shall establish a 
20 separate subclassification within the Facility for 'clean risks' as herein defined. For 
21 the purpose of this Article, a 'clean risk' shall be any owner of a nonfleet private 
22 passenger motor vehicle as defined in G.S. 58-40-10, if the owner, principal operator, 
23 and each licensed operator in the owner's ~ousehold have two years' driving 
24 experience as licensed drivers and if none of the persons has been assigned any Safe 
25 Driver Incentive Plan points under Article 36 of this Chapter during the three-year 
26 period immediately preceding either (i) the date of application for a motor vehicle 
27 insurance policy or (ii) the date of preparation of a renewal of a motor vehicle 
28 insurance policy. Such filings may incorporate by reference any other material on 
29 file with the Commissioner. Rates shall be neither excessive, inadequate nor unfairly 
30 discriminatory. If the Commissioner finds, after a hearing, that a rate is either 
31 excessive, inadequate or unfairly discriminatory, he shall issue an order specifying in 
32 what respect it is deficient and stating when, within a reasonable period thereafter, 
33 such rate shall be deemed no longer effective. Said order is subject to judicial review 
34 as set out in Article 2 of this Chapter. Pending judicial review of said order, the filed 
35 classification plan and the filed rates may be used, charged and collected in the same 
36 manner as set out in G~S. 58-40-45 of this Chapter. Said order shall not affect any 
37 contract or policy made or issued prior to the expiration of the period set forth in the 
38 order. All rates shall be on an actuarially sound basis and shall be calculated, insofar 
39 as is possible, to produce neither a profit nor a loss. However, the rates made by or 
40 on behalf of the Facility with respect to 'clean risks', as defined above, shall not 
41 exceed the rates charged 'clean risks' who are not reinsured in the Facility. The 
42 difference between the actual rate charged and the actuarially sound and 
43 self-supporting rates for 'clean risks' reinsured in the Facility may be recouped in 
44 similar manner as assessments pursuant to G.S. 58 37 40(f) er e.lleea:tcd pttrstta:nt te 
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1 G.S. 58 37 75. G.S; 58-37-40(0. Rates shall not include any factor for underwriting 
2 profit on Facility business, but shall provide an allowance for contingencies. There 
3 shall be a strong presumption that the rates and premiums for the business of the 
4 Facility are neither unreasonable nor excessive." 
5 Section 58. G.S. 58-37-75 is repealed. 
6 PART VIII. WORKERS' COMPENSATION SELF-INSURANCE. 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Section 59. G.S. 58-50-60 reads as rewritten: 
"§ 58-50-60. Rules for precertification practices. 

(a) This section applies to all accident and health insurers under Articles 1 
through 64 of this Chapter, all third-party administrators and preferred provider 
arrangements, all entities subject to Articles 65 through 67 of this Chapter, and all 
self-funded 'hee.lt'h eeftefit workers' compensation insurance plans. 

(b) The Commissioner shall adopt reasonable rules governing f)FcecFtifieatieH 
f)Fttetices e.Hcl foFms utilization review and utilization review organizations affiliated 
that do business with the entities subject to this section." 

Section 60. G.S. 58-50-65(a) reads as rewritten: 
"(a) ~tet'hiBg Except as provided in this subsection, nothing in Articles 50 .through 

55 of this Chapter shall S.f>f)ly applies to eF affect any f)eliey ef liability or workers' 
compensation iBst1:FaBee, execf)t t'he.t insurance policy. Except for G .S. 58-50-55(a), 
the provisions of G.S. 58 50 50 &fie sttescetie:e.s (e) e.:e.d (e) ef G.S. 58 50 55 s'he.H this 
Article and Articles 65 and 67 of this Chapter and any administrative rules adopted 
under those Articles relating to preferred providers and utilization review apply to 
:pelieies ef workers' compensation i:e.st1:Fa:e.ec. insurance policies and to individual 
and group self-funded workers' compensation insurance plans. If there is any conflict 
between managed care rules adopted by the Commissioner under this Chapter and 
managed care rules adopted by the Industrial Commission under G.S. 97-25.2, the 
Industrial Commission's rules govern. If there is any conflict between managed care 
provisons in this Chapter and in Chapter 97 of the General Statutes with respeact to 
workers' compensation, the provisions in Chapter 97 govern." 
PART IX. CERTIFICATE OF AUTHORITY CONFORMING NAME CHANGE. 

Section 61. The phrase "certificate of authority" is deleted and replaced 
by the word "license" wherever it occurs in each of the following sections of the 
General Statutes: 
G.S. 58-4-15. 
G.S. 58-7-55. 
G.S. 58-7-70. 
G.S. 58-15-5. 
G.S. 58-16-35. 
G.S. 58-24-45. 
G.S. 58-24-145. 
G .S. 58-28-5. 

Senate Bill 843 

Revocation of certificate of authority. 
Exceptions to requirements of G.S. 58-7-50. 
Effects of redomestication. 
Definitions. 
Unauthorized Insurers Process Act. 
Organization. 
Injunction -- Liquidation -- Receivership of domestic society. 
Transacting business without certificate of authority prohibited; 
exceptions . 
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1 G .S. 58-28-15. 
2 
3 

Validity of acts or contracts of unauthorized company shall not 
impair obligation of contract as to the company; maintenance of 
suits; right to defend. 

4 G .S. 58-28-45. 
5 G.S. 58-30-10. 
6 G.S. 58-30-55. 
7 G.S. 58-30-260. 
8 

Uniform Unauthorized Insurers Act. 
Definitions. 
Condition on release from delinquency proceedings. 
Conservation of property of foreign or alien insurers found in this 
State. 

9 
10 
11 
12 
13 
14 

G.S. 58-33-132. Qualifications of instructors. 
G.S. 58-41-55. Penalties; restitution. 
G.S. 58-48-35. Powers and duties of the Association. 
G.S. 58-48-45. Duties and powers of the Commissioner. 
G.S. 58-57-80. Penalties. 
PART X. RISK SHARING PLAN SUNSET EXTENSION. 

15 Section 62. G.S. 58-42-55 reads as rewritten: 
16 "§ 58-42-55. Expiration. 
17 . This Article sllall 9pire emires on July 1, ~ 1999." 
18 . PART XI. EFFECT OF HEADINGS. 
19 
20 
21 
22 

Section 63. The headings to the parts of this act are a convenience to the 
reader and are for reference only. The headings do not expand, limit, or define the 
text of this act. 
PART XII. EFFECTIVE DATE. 

23 Section 64. Sections 30-32 of this act .become effective September 1, 1997. 
24 The remainder of this act is effective when it becomes law. 
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1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT PERTAINING TO CHANGES IN THE INSURANCE LAWS AND 
3 RELATED LAWS. 
4 The General Assembly of North Carolina enacts: 
5 
6 CHARITABLE GIFT ANNUITIES 
7 Section 1. G.S. 58-3-5 reads as rewritten: 
8 "§ 58-3-5. No insurance contracts except under Articles 1 through 64 of this Chapter. 
9 .(g} It Except as provided in subsection (b) of this section, it is unlawful for any 

10 company to make any contract of insurance upon or concerning any property or 
11 interest or lives in this State, or with any resident thereof, or for any person as 
12 insurance agent or insurance broker to make, negotiate, solicit, or in any manner aid 
13 in the transaction of such insurance, unless and except as authorized under· the 
14 provisions of Articles 1 though 64 of this Chapter. · 
15 (b) A charitable oq~anization as described in section 501(c)(3) or section 170(c) of 
16 the Internal Revenue Code or an educational institution may receive a transfer of 
17 property contingent upon its agreement to pay an annuitv benefit of the transferor or 
18 the transferor's nominee without being subject to this Chapter if the following· 
19 conditions are met: 
20 ill The organization or educational institution has been in active 
21 operation for a least five years. 
22 ill The organization or educational institution has reinsured. its 
23 liabilitv under its annuitv agreements with a licensed reinsurer and 
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1 has notified the Department of Insurance of the name of the 
2 reinsurer. 
3 ill The annuitv a~reement contains the following disclosure clause: 
4 'This annuitv is not issued bv an insurance company. is not 
5 subject to regulation bv the State of North Carolina, and is not 
6 protected or otherwise guaranteed bv any government a~ency or 
7 insurance ~uarantv fund.' 
8 (c) For purposes of this section. 'educational institution' means a school. academy, 
9 institute, colle~e. university, or other entity that maintains a faculty to provide 

10 instruction to students and that is principallv funded on a continuing basis by 
11 appropriations from the State or a political subdivision of the State or that is subject 
12 to oversi~ht under Chapters llSC. l 15D, or 116 of the General Statutes." 
13 
14 INSURANCE DISCRIMINATIONS AGAINST PUBLIC OFFICIALS 
15 Section 2. Article 3 of Chapter 58 of the General Statutes is amended by 
16 adding a new Article to read: 
17 "§ 58-3-27. Limitations on cancellation, nonrenewal, and refusal to insure with 
18 respect to public officials. 
19 · (a) As used in this section, 'public office' means any office filled by election by 
20 the people on a statewide, countv, municipal. or district basis. 
21 (b) An insurer that writes property or liabilitv insurance in this State shall not: 
22 ill Cancel or refuse to issue or renew a policy solely on the basis that . 
23 the policyholder holds a public office. 
24 ill Limit coveraie under the policv solely on the basis that the 
25 policyholder holds a public office. 11 

26 
27 AVIATION INSURANCE 
28 Section 3. G.S. 58-21-10(8) reads as rewritten: 
29 "(8) 'Surplus lines insurance' means any insurance in this. State of risks 
30 resident, located, or to be performed in this State, permitted to be 
31 placed through a surplus lines licensee with a nonadmitted insurer 
32 eligible to accept such insurance, other than reinsurance, aviation .. 
33 insurance, wet marine and transportation insurance, insurance 
34 independently procured pursuant to q.s. 58-28-5, life and accident 
35 or health insurance, and annuities." 
36 
37 HMO INSOLVENCY CLAIMS PRIORITIES 
38 Section 4. G.S. 58-30-220 reads as rewritten: 
39 11 § 58-30-220. Priority of distribution. 
40 The priority of distribution of claims from the insurer's estate shall be in 
41 accordance with the order in which each class of claims is set forth in this section. 
42 Every claim in each class shall be paid in full or adequate funds shall be retained for 
43 payment before the members of the next class receive any payment. No subcategories 
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1 shall be '"established within the categories m a class. The order of distribution of 
2 claims shall be: 
3 (1) The receiver's expenses for the administration and conservation of 

assets of the insurer. 4 
5 
6 
7 
8 
9 

10 
11 
12 

- 13 
14 
15 
16 
17 
is 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

(2) 

(3) 

(4) 

(5) 

Claims or portions of claims for benefits under policies and for 
losses incurred, including claims of third parties under liability 
policies; claims of HMO enrollees and HMO enrollees' 
beneficiaries: claims for unearned premiums; claims for funds or 
consideration held under funding agreements, as defined in G.S. 
58-7-16; claims under life insurance and annuity policies, whether 
for death proceeds, annuity proceeds, or investment values; and 
claims of domestic and foreign guaranty associations, including 
claims for the reasonable administrative expenses of domestic and 
foreign guaranty associations; but excluding claims of insurance 
pools, underwriting associations, or those arising out of reinsurance 
agreements, claims of other insurers for subrogation, and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages. 
For HMOs. claims of providers and participating providers. as 
defined in G.S. 58-67-S(h) and G.S. 58-67-5(1). who are obligated 
by statute. a~reement. or court order to hold enrollees harmless 
from liability for services provided and covered by an HMO. 
Claims of the federal or any state or local government or trucing 
authority, including claims for taxes. 
Compensation actually owing to employees other than officers of 
the insurer for services rendered within three· months before the 
commencement of a delinquency proceeding against the insurer 
under this Article, but not exceeding one thousand dollars ($1,000) 
for each employee. In the discretion of the Commissioner, this 
compensation may be paid as soon as practicable after the 
proceeding has been commenced. This priority is in lieu of any 
other similar priority that may be authorized by law as to wages or 
compensation of those employees. 
Claims of general creditors, incl~ding claims of insurance pools, 
underwriting associations, or those arising out of reinsurance 
agreements; claims of other insurers for subrogation; and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages. 

Section 5. G.S. 58-67-145 reads as rewritten: 
"§ 58-67-145. Rehabilitation, liquidation, or conservation of health maintenance 
organization. 

Any rehabilitation, liquidation or conservation of a health maintenance 
organization shall be deemed to be the rehabilitation, liquidation, or conservation of 
an insurance company and shall be conducted under the supervision of the 
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1 Commissioner pursuant to the law governing the rehabilitation, liquidation, or 
2 conservation of insurance companies, except that the provisions of Articles 48 and 62 
3 of this Chapter shall not apply to health maintenance organizations. The 
4 Commissioner may apply for an order directing him to rehabilitate, liquidate, or 
5 conserve a health maintenance organization upon one or more grounds set out in 
6 Article 30 of this Chapter or when in his opinion the continued operation of the 
7 health maintenance organization would be hazardous either to the enrollees or to the 
8 people of this State. 
9 For the purpose of deterffliRiRg the pfiofity of distfibtttiofl of geHeral assets, elaiffls 

10 of eB:roHees aHd elaiffls of eHrollees' bcHcfieiafies have the saffle elaiffls' pf'iofities as 
11 cstablisflcd by G.S. 58 30 220, fof polieyholdefs aHd beHeficiafics of otflCf iHsuraRce 
12 eomr,aHies. 2'\ay pro'lider who is obligated by statute, agreement, or eottrt order to 
13 flolcl eftrollees harmless HOffl liability fof services provided aftd covered ey aft HMO 
14 has a priority of eistributioH Hext sueordiRate to that of policyholders ttftdef G.S. 
15 58 30 220, so tha:t his sta:tus is after elaiffls for ttfteaffted premittms, eut bdore claims 
16 of gefleral creditors. Pfovidets WflO are Rot obligated to hold e1uollees harmless shall 
17 be treated as general ereditofs B:ftd sfte.11 pufsttc claims agaiHst eRrollees ttfltil fiftal 
18 r~solutiofl of the estate of the liquidated HMO." 
19 
20 NCIUA TECHNICAL CORRECTION 
21 Section 6. G.S. 58-45-10 reads as rewritten: 
22 "§ 58-45-10. North Carolina Insurance Underwriting Association created. 
23 There is hereby created the North Carolina Insurance Underwriting Association, 
24 consisting of all insurers authorized to write and engage in writing within this State, 
25 on a direct basis, essential property insurance, except town and county mutual 
26 insurance associations and assessable mutual companies as authorized by G.S. 58-7-
27 75(5)b, 58-7-75(5)d, and 58-7-75(7)b and except an insurer who only writes insurance 
28 in this State on property exempted from taxation by the provisions of G.S. 105 296 · 
29 aftd 105 297. G.S. 105-278.1 throu~h G.S. 105-278.8. Every such insurer shall be a 
30 member of the Association and shall remain a member of the Association so long as 
31 the Association is in existence as a condition of its authority to continue to transact 
32 the business of insurance in this State." 
33 
34 CHILDREN'S HEALTH INSURANCE PORTABILITY 
35 Section 7. G.S. 58-68-30(c)(l) reads as rewritten: 
36 "(1) Creditable coverage defined. -- For the purposes of this Article, 
37 "creditable coverage" means, with. respect to an individual, 
38 coverage of the individual under any of the following: 
39 a. A self-funded employer group health plan under the 
40 Employee Retirement Income Security Act of 1974. 
41 b. Group or individual health insurance coverage. 
42 c. Part A or part B of title XVIII of the Social Security Act. 
43 d. Title XIX of the Social Security Act, other than coverage 
44 consisting solely of benefits under section 1928. 
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e. Chapter 55 of title 10, United States Code. 
f. A medical care program of the Indian Health Service or of a 

tribal organization. 
g. A State health benefits risk pool. 
h. A health plan offered under chapter 89 of title 5, United 

States Code. 
1. A public health plan (as defined in federal regulations). 
J. A health benefit plan under section 5(e) of the Peace Corps 

Act (22 U.S.C. § 2504(e)). 
k. The Health Insurance Program for Children established in 

Part 8 of Chapter 108A of the General Statutes, or any 
successor pro~ram. 

'Creditable coverage' does not include coverage consisting solely 
of coverage of excepted benefits. 11 

CONDOMINUIUM INSURANCE/INDIVIDUAL UNITS 
Section 8.(a) G.S. 47C-3-113(a) reads as rewritten: 

"(a) Commencing not later than the time of the first conveyance of a unit to a 
person other than a declarant, the association shall maintain, to the extent available: 

(1) Property insurance on the common elements e.Hd t1Bits insuring 
against all risks of direct physical loss commonly insured against 
including fire and extended coverage perils. The total amount of 
insurance after application of any deductibles shall be not less than 
eighty percent (80%) of the replacement cost · of the insured 
property at the time the insurance is purchased and at each 
renewal date, exclusive of land, excavations, foundations and other 
items normally excluded from property policies; and 

(2) Liability insurance in reasonable amounts, covering all occurrences 
commonly insured against death, bodily injury and property 
damage arising out of or in connection with the use, ownership, or 
maintenance of the common elements. 

(b) G.S. 47C-3-113(b) reads as rewritten: 
"(b) The iHSttf'aRee maifltaiBed l:lflder sttbdivisioB (a)(l) In the case of a building 

containin~ units havin~ horizontal boundaries described in the declaration. the 
insurance maintained under subdivision (a)(l), to the extent reasonably available, 
shall include the units, but need not include improvements and betterments installed 
by unit owners." 

(c) G.S. 47C-3-113(c) reads as rewritten: 
"( c) If the insurarice described in subsection (a) or (b) of this section is not 

reasonably available, the association promptly shall cause notice of that fact to be 
hand-delivered or sent prepaid by United States mail to all unit owners. The 
declaration may require the association to carry any other insurance, and the 
association in any event may carry any other insurance it deems appropriate to 
protect the association or the unit owners. 11 
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SMALL EMPLOYER GROUP HEALTH INSURANCE 
Section 9. G.S. 58-50-110(14) reads as rewritten: 

Page 6 

"(14) 'Late enrollee' meafls aft eligible employee or dependefl:t who 
reqttests eHrollment iR a h:ealt'k beRefit ple.H of a small emf'loyer 
after the efld of the iflitial eRrollmeRt period provided Uflder the 
terms of the health beflefit plafl ifl effect at the time the emplo~·ee 
first 'eeeame eligible; has the same meaning as defined in G.S. 58-
68-30(b)(2): provided that the initial enrollment period shall be a 
period of at least 30 consecutive calendar days. Howe1rer, In 
addition to the special enrollment vrovisions in G.S. 58-68-30(0, 
an eligible employee or dependent shall not be considered a late 
enrollee under a small emvloyer health benefit plan if: 

ft':- The individttal was co·,·ered uader a pttblie or private 
health beRefit plaa that provided, at the time the 
ifldividttal was eligible to eRroll, 'eeaefits eqttal to or 

· e.xccediHg the same rcqttired level of beaefits iR tl!e 
easie or staHdard liealtli care plaas adof)ted !')ttrs1:1aftt 
to G.S. 58 50 120 afld either the ifldi·,ridttal: 
±:- Lost coverage ttRder aHotRer healtR plafl as a 

result of termiHatiofl: of employmeHt, 
termiHatiofl of a spouse's liealth plafl coverage,. 
or tlie death of a spottse or diYorce and 
requests enrollmeRt ifl a health eeRefit !')16.fl 
witRifl 30 days after termination of co•,rerage 
provided ttftder fl.Rother health ple.R, Of 

~ Stated, iR writiflg, d1:1rifl:g the eRrollment period 
that eovera:ge \:Hider aRother employer health . 
eeHefit viaR was the rea.soH for deelit1iRg 
coverage; 

a.3,4. Repealed by Session Laws 1993, c. 529, s. 3.3. 
b. The individual elects a different health benefit plan· 

offered through the Alliance or by the small employer 
during an open enrollme;nt period; 

~ A.fl cligielc employee req:ucsts eHrollme1H witRifl 30 
days of eeeoming aa employee of a member small 
emplo~rer; 

d. A court has ordered coverage be provided for . a 
spouse or minor child under a covered employee's 
health benefit plan and the request for enrollment for 
a spouse is made within 30 days after issuance of the . 
court order. A minor child shall be enrolled in 
accordance with the requirements of G.S. 58 51 120; 
G.S. 58-51-120: or 
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1 e; Tac iHdividual or Cfflploycc cHrnllcc makes a reqttest 
2 fur cHrollfflCflt of t.ke spouse or child W'ithifl 30 clays 
3 after t.kc iHcliYidual 's or employee's marriage or the 
4 birth, adoptiofl, or placemeflt fur adef)tiofl of a child." 
5 Section 10. G.S. 58-50-130(g) reads as rewritten: 
6 "(g) A small employer carrier shall make the information and documentation 
7 described in subsection (e) of this section available to the Commissioner upon 
8 request. Except in cases of violations of this Act, the information is proprietary and 
9 trade secret information and is not subject to disclosure by the Commissioner to 

10 persons outside of the Department except as agreed to by the small employer carrier 
11 or as ordered by a court of competent jurisdiction. Nothin~ in this section affects the 
12 Commissioner's authority to approve rates before their use under G.S. 58-65-60(e) or . 
13 G.S. 58-67-50(c)." 
14 Section 11. G.S. 58-50-135(a) reads as rewritten: 
15 "(a) Every small employer carrier shall elect either to become a risk-assuming 
16 earner and comply with the provisions of G.S. 58-50-140 or become a reinsuring 
17 carrier and comply with the provisions of G.S. 58-50-145. The election shall be 
18 binding for a five-year period except that Hte a newly licensed carrier's initial 
19 election shall be made withiH 60 days after JaHuary 1, 1992, a;ad shall be made for 
20 two years. The Commissioner may, for good cause, permit a carrier to modify its 
21 election during the five-year period. All carriers under common ownership or 
22 control must make the same election in this State; provided, however, that the 
23 Commissioner may, for good cause, permit an affiliated carrier to make a separate 
24 election." 
25 
26 MEDICARE SUPPLEMENT INSURANCE 
27 Section 12. G.S. 58-54-25 reads as rewritten: 
28 "§ 58-54-25. Disclosure standards. 
29 (a) In order to provide for full and fair disclosure in the sale of policies, no policy 
30 or certificate shall be delivered in this State unless an outline of coverage is delivered 
31 to the applicant at the time application is made. 
32 (b) The Commissioner shall prescribe the format and content of the outline of 
33 coverage required by subsection (a) of this section. For purposes of this section, 
34 "format" means style, arrangement, and overall ap.pearance, including such items as 
35 the size, color, and prominence of type and arrangement of text and captions. Such 
36 outline of coverage shall include: 
37 (1) A description of the principal benefits and coverage provided in 
38 the policy; 
39 (2) A statement of the exceptions, reductions, and limitations 
40 contained in the policy; 
41 (3) A statement of the renewal provisions, including any reservation by 
42 the insurer of a right to change premiums; and 
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1 ( 4) A statement that the outline of coverage is a summary of the policy 
2 issued or applied for and that the policy should be consulted to 
3 determine governing contractual provisions. 
4 (c) The Commissioner may prescribe by rule a standard form and the contents of 
5 an informational brochure for persons eligible for Medicare, which is intended to 
6 improve the buyer's ability to select the most appropriate coverage and improve the 
7 buyer's understanding of Medicare. Except in the case of direct response insurance 
8 policies, the Commissioner may require by rule that the information brochure be 
9 provided to any prospective insured eligible for Medicare concurrently with delivery 

10 of the outline of coverage. With respect to direct response insurance policies, the 
11 Commissioner may require by rule that the prescribed brochure be provided upon 
12 request to any prospective insured eligible for Medicare, but in no event later than 
13 the time of policy delivery. 
14 (d) The Commissioner may adopt rules for captions or notice requirements, 
15 determined to be in the public interest and designed to inform prospective insureds 
16 that particular insurance coverages are not Medicare supplement coverages, for all 
17 accident and health insurance policies sold to persons eligible for Medicare, other 
18 t~an: Medicare supplement policies; disability income policies; basic, catastrophic, or 
19 major medical expense policies; or single premium, nonrenewable policies. 
20 ( e) The Commissioner may further adopt rules to govern the full and fair 
21 disclosure of the information in connection with the replacement of accident and 
22 health insurance policies, subscriber contracts, or certificates by persons eligible for . 
23 Medicare. 
24 (f) No insurer shall use attained age as a structure or methodology for its 
25 Medicare supplement insurance rates unless the structure or methodology is fully 
26 disclosed to the applicant at the time of application or to the insured at the time of 
27 delivery if the purchase is by mail order. All types of solicitation materials shall 
28 clearly indicate that the premiums are based on attained age, which means that those·. 
29 premiums will increase each year. The Commissioner shall prescribe bv rule the 
30 format and content of the attained age rating disclosure notice. The notice shall 
31 include: 
32 ill A statement that attained age rating means that rates increase as· 
33 the insured ages or bv the age group in which the insured is. 
34 ill An illustration based on actual attained age that states the dollar 
35 amount of premium increase for the insured over a period of not 
36 less than 10 policv years and that displays the life expectancy of 
37 the insured at the beginning of the period. 
38 ill A statement that premiums for other Medicare supplement policies 
39 that are on issue age bases do not increase as the insured ages. 
40 ill A statement that other Medicare supplement policies that are on 
41 issue age bases should be compared to policies on attained age. 
42 bases." 
43 Section 13. Article 54 of Chapter 58 of the General Statutes is amended 
44 by adding two new sections to read: 
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1 "§ 58-54-45. By reason of disability. 
2 In addition to any rule adopted under this Article that is directly or indirectly 
3 related to open enrollment. an insurer shall at least make standardized Medicare 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

. 30 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Supplement Plan A available to persons eligible for Medicare bv reason of disability 
before age 65. This action shall be taken without regard to medical condition. claims 
experience, or health status. To be eligible, a person must submit an application 
during the six-month period beginning with the first month the person first enrolls in 
Medicare Part B. 
"§ 58-54-50. Rules for compliance with federal law and re2J1lations. 

The Commissioner mav adopt rules necessarv to conform Medicare supplement 
policies and certificates to the reguirements of federal law and regulations, including: 

ill Reguiring refunds or credits if the policies or certificates do not . 

ill 

ill 

meet loss ratio reguirements. 
Establishing a uniform methodology for calculating and reporting 
loss ratios. 
Assuring public access to policies, premiums, and loss ratio 
information of issuers of Medicare supplement insurance. 
Establishing standards for Medicare Select policies and 
certificates. 11 

LIFE INSURANCE ILLUSTRATIONS 
Section 14. G.S. 58-60-5 reads as rewritten: 

"§ 58-60-5. Scope of Article; exemptions. 
(a) Except as hereafter exem.ptecl, otherwise provided in this Article, this Article 

shall apply applies to any solicitation, negotiation or procurement of life insurance 
occurring within this State. This Article shall apply applies to any issuer of a life 
insurance eoHtfaet contract. including fraternal benefit societies. 

(b) Unless otherwise specifically included, this Article shftH does not apply to: 
(1) Annuities, 
(2) Credit life insurance, 
(3) Group life insurance, 
( 4) Life insurance policies issued in connection with pension and 

welfare plans as defined by and waiea that are subject to the · 
federal Employee Retirement · I_ncome Security Act of 1974 

(5) 
(ERISA), 
Variable life insurance under which the death benefits and cash 
values vary in accordance with unit values of investments held in a · 
separate account. 

(c) The policy summary in this Article is not required for policies that are sold 
subject to rules adopted by the Commissioner for life insurance illustrations. 11 

CIVIL PENALTY LAW CHANGES 
Section 15. G.S. 58-2-70 reads as rewritten: 
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1 "§ 58-2-70. Civil penalties or restitution for violations; sttmmar, suspension of license 
2 er eertifieate. administrative procedure. 
3 ( a) This section applies to any person who is subject to licensure or certification 
4 under the provisiofls of A:fticles 1 tluough 64, 65 afl:d 66, 67, 69, 70, or 71 of this 
5 Chapter .. 
6 (b) Whenever the Commissioner has reason to believe that any person has 
7 violated any of the provisions of the statutes cited ifl subseetiofl (a) of this section, 
8 this Chapter, and the violation subjects the license or certification of that person to 
9 suspension or revocation, or ¥t•hefle1+'Cf t.he Commissiofler has reasofl to eelieve that 

10 &fly persefl lia:s ¥iolated Article 63 of this Chapter, the CommissioHer ma:y isstte afld 
11 ser.,re upoH that persofl a Wflttefl sta:temetH of charges at1d a 'W'f'ittefl flOtiee of lieariHg, 
12 to be held at a time afld place fi¥ed ifl the flOtice. The date fer the heariHg sliall not 
13 ee less tliafl 10 de:ys after the date of service. It shall be sufficie1H to give sttch Hetiee 
14 either by ckliverit1g it to the persofl charged or by seHdiHg the flOtiee to the last 
15 kHO¥t'fl: address of that persofl by certified mail, returfl receipt requested. At the time 
16 aHd place fixed for the heariHg the persofl charged sRall ha•le afl epportttHity to 
17 .a.Hswer the charges age:mst him afl:d preseflt evideHee Ofl his behalf. UpoR good cause 
18 s.hoWH, the Cem.m.issieHcr may permit aHy e:dYcrsely affected persofl to i.tHerveB.e, 
19 appear, at1d be heard at the heariflg by cottHscl or iH pcrsoH. Tlie Commissi0t~er me:y 
20 eo:Hsolids.tc a hes.riHg 1:1:ttder this seetiefl witli a heariHg allowed ttflder G.S. 58 63 25 
21 wliere tliere is eommoH subject matter ifl1+'olvcd aHd sttbjeet to preeedttr&l 
22 rcqttiremeHts set ottt ifl both sectiofls beiHg followed. the Commissioner may, after. 
23 notice and opportunity for a hearin~. proceed under the appropriate subsections of 
24 this section. 
25 ( c) lH B.H)' case where a .h:eariHg pt1:rst1:aHt to sttbsectioH (b) of this sectiott rcsttlts iH 
26 the fifltiiHgs 6)' the Cefflfflissiofler of If, under subsection (b) of this section, the 
27 Commissioner finds a violation of afty of the pro'+'isiens of the stat1:1tcs cited ifl 
28 sttesectiofl (s.) of this section, aHd the violatioH sttl,jeets the lieeHsc or ecrtifies.tiofl of 
29 tbat pcrseH to sttspeHsieH or rc11ees.tioH, er §HdiRgs by t.ae CemmissioHer of a 
30 r,riolatioH of 2t\.rticle 63 of this Chapter, the Commissioner may, in addition to or ttt 
31 liett instead of suspending or revoking the license or certification, order the payment 
32 of a monetary penalty as provided in subsection ( d) of this section or apply to·· 

33 petition the Superior Court of Wake County for an order directing payment of · 
34 restitution as provided in subsection (e) of this section., or both. Each day during 
35 which a violation occurs shall coRstitute constitutes a separate effeHse. violation. 
36 ( d) UpeH e. fiHdittg by the CemmissioHer of a violtHieH as spcei§ed iH If the 
37 Commissioner orders the payment of a monetary penalty pursuant to subsection (c) 
38 of this section, the CommissioRer shall direct the peymeHt of a penalty of Hot shall 
39 not be less than one hundred dollars ($100.00) nor more than one thousand dollars 
40 ($1,000). In determining the amount of the penalty, the Commissioner shall consider 
41 the degree and extent of harm caused by the violation, the amount of money that · 
42 inured to the benefit of the violator as a result of the violation, whether the violation 
43 was committed willfully, and the prior record of the violator in complying or failing 
44 to comply with laws, rules, or orders applicable to the violator. The penalty shall be 
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1 payable to the Commissioner, who shall then forward the clear proceeds of which to 
2 the State Treasurer for deposit in the General Fund of the State. Payment of the 
3 civil penalty under this section shall be in addition to payment of any other penalty 
4 for a violation of the criminal laws of this State. 
5 (e) Upon apt3licatiofl petition of the Commissioner B:fld e. fiHdiHg by tke court of a 
6 ViOlatiofl as specified ifl sttbseetiofl (e) of this seetioR, the court may order the person 
7 who committed the g_ violation specified in subsection (c) of this section to make 
8 restitution in an amount that would make whole any person harmed by the violation. 
9 The petition may be made at anv time and also in anv appeal of the Commissioner's 

10 order. 
11 
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(f) Restitution to any State agency for extraordinary administrative expenses 
incurred in the investigation and hearing of the violation may also be ordered by the 
court in such amount that would reimburse the agency for the expenses. 

(g) Nothing in this section shall preveRt prevents the Commissioner from 
negotiating a mutually acceptable agreement with any person as to the status of the 
person's license or certificate or as to any civil penalty or restitution. 

(h) ~fotMthstaHdiHg sttbscetioH (b) of this seetioH, if the Commissioner fiRds that 
the public health, safety, or welf.e.re rectuires emergeHcy actioH e.Hd iHcOrI3ore.tes this 
fiHdiHg ifl his order, sttmmary St1SI3eHsiofl of a lieeRse or certificate me:y be ordered 
e#eetive OH the date s13eeified iR tlte order or OH sernee of the certified eovy of the 
order at t.k.e last kHOWft address of the liceRsee, whieheYer is later, e:Rd effective 
dttriflg the vroeeediHgs to sttsr,eHd, revoke, or refuse reRewe:l vro·rided for . in 
sttbsectioH (b) of this seetiofl. The vroceediH:gs shall 'ee vromptly eommefleed aRd 
determifled. Unless otherwise specifically provided for. all administrative proceedings 
under this Chapter are ~overned bv Chapter 150B of the General Statutes. Appeals 
of the Commissioner's orders under this section shall be governed bv G .S. 58-2-75." 

NOTICES FROM INDIVIDUAL LICENSEES 
Section 16. Article 2 of Chapter 58 of the General Statutes is amended by 

adding a new section to read: 
"§ 58-2-69. Notification of criminal convictions and changes of address; service of 
notice. 

(a) As used in this section: 
ill 'License' includes anv license. certificate, re~istration, or permit 

issued under this Chapter. 
ill 'Licensee' means any person who holds a license. 

(b) Every applicant for a license shall inform the Commissioner of the applicant's 
residential address. Every licensee shall ~ive written notification to the 
Commissioner of any change of the licensee's residential address within 10 business 
days after the licensee moves into the licensee's new residence. This requirement 
applies if the change of residential address is bv governmental action and there has 
been no actual change of residence location: in which case the licensee must notify 
the Commissioner within 10 business davs after the effective date of the chan~e. A 
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1 violation of this subsection is not a ground for revocation. suspension. or nonrenewal 
2 of the license or for the imposition of anv other penalty bv the Commissioner. 
3 (c) If a licensee is convicted in any court of competent jurisdiction for any crime 
4 or offense other than a motor vehicle infraction. the licensee shall notify the 
5 Commissioner within 10 davs after the date of the conviction. As used in this 
6 subsection, 'conviction' includes an adjudication of guilt. a plea of guilty, or a plea of 
7 nolo contendere. 
8 (d) Notwithstandin~ any other provision of law. whenever the Commission.er is 
9 authorized or required to ~ve anv notice under this Chapter to a licensee. the notice 

10 may be given personally or by sendin~ the notice by first-class mail to the licensee at 
11 the address that the licensee has provided to the Commissioner under subsection (b) 
12 of this section. 
13 (e) The ~vin2 of notice by mail under subsection (d) of this section is complete 
14 upon the expiration of four days after the deposit of the notice in the post office. 
15 Proof of the 2iving of notice by mail may be made bv the certificate of any employee 
16 of the Department." 
17 
18 iNSURANCE AGENTS, BROKERS, AND ADJUSTERS 
19 Section 17. G.S. 58-33-25(h) reads as rewritten: 
20 "(h) A partnership or corporation that negotiates or solicits insurance may be 
21 licensed as an agent, broker, or limited rcprcscHtativc provided that it me.ifl:tB:iHs a: 
22 ple:ec of busiHess iH this Ste:te. representative. Every member of the partnership and . 
23 every officer, director, stockholder, and employee of the corporation personally 
24 engaged in this State in soliciting or negotiating policies of insurance shall be 
25 registered with the Commissioner and each such member, officer, director, 
26 stockholder or employee shall also qualify as an individual licensee. The partnership 
27 or corporate licensee shall within 30 days notify the Commissioner of any addition to . 
28 or deletion from the list of registered individuals." 
29 Section 18. G.S. 58-33-30(j) reads as rewritten: 
30 "(j) Reciprocity Provision. -- To the extent that other states that provide for the 
31 licensing and regulation of and payment of commissions to agents, limited 
32 representatives, or brokers, waive restrictions on the basis of reciprocity with respect · 
33 to North Carolina licensees applying for or holding non!esident licenses in Stteft those 
34 states, all sueh the same restrictions on licensees from Stteft those states applving for 
35 or holding North Carolina nonresident licenses shall be waived." 
36 Section 19. G.S. 58-33-70 reads as rewritten: 
37 "§ 58-33-70. Special provisions for adjusters and motor vehicle damage appraisers. 
38 (a) It shall be unlawful and cause for revocation of license for a licensed adjuster 
39 to engage in the practice of law. 
40 (b) On behalf and on request of an insurer by which he is tlf'f)Oifl:ted er fer wliie'a 
41 :h:e is liee:Hscd, atty an agent or limited representative is appointed, the agent or 
42 limited representative may from time to time act as an adjuster and investigate and 
43 report upon claims without being req_uircd to be licensed as an e:djustcr, preYidee: lH 
44 ne e·reHt may any adjuster. No agent or limited representative shall adjust any losses 
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1 ifl aRy amomH where hts- the agent's or representative's remuneration for the sale of 
2 insurance is in any way dependent upon the adjustment of ffiffi those losses. 
3 ( c) Upon the filing of the application for the liceHse as adjuster aH:d an adjuster's 
4 license. the advance payment of the examination rec aH:d upoH fee, and the filing with 
5 the Commissioner of a certificate signed by the employer of the a.pplicaHt certifyiflg 
6 that the a.ppliea:Ht is a:H iHdividua.l of good eha.re.eter a.Hd is employed 'ey the sigHer of 
7 tac certificate e.H:d will operate e.s a. studeHt or lca.rfler uHder the iflstructioH an.d 
8 geH:eral sttper.risiefl of a lieeHscd adjuster, a.Hd that the employer will be resp0t1sible 
9 for the adjt:tstmeflt acts of the learHer duriRg the lea.rHiHg period, applicant's 

10 employer. the Commissioner may issue to the a.pplica.Ht a learner's permit authorizing 
11 the applicant to act as an adjuster for a learning period of 90 days without a 
12 requirement of any other or a.dditioHal lieeHse; provided that flOt license. Not more 
13 than one leamer learner's permit shall ever be issued to one individual. The 
14 employer's certificate required by this subsection shall certify that: 
15 ill The applicant is an individual of good character. 
16 ill The applicant is employed by the signer of the certificate. 
17 ill The applicant will operate as a student or learner under the 
18 instruction and general supervision of a licensed adjuster. 
19 ill, The employer will be responsible for the adjustment acts of the 
20 applicant during the learning period. 
21 (cl) No license shall be requirecl of a.fl adjuster licensed as such iI1 a:aother state for 
22 the adjustm.eflt ifl tflis State of a siHgle loss, or of losses a.risil1g out of a. eata.strOf'Be 
23 eom.moH to all such losses; proviclcd that stteh adjuster Hotifies the Comm.issioHer ifl 
24 wt1iti:ag prior to the a.djustiflg of st1et1 less or losses. 
25 (e) The Commissioner may permit an experienced adjuster, who regularly adjusts 
26 in another state and who is licensed in ffiffi the other state (if Stleft that state requires 
27 a license), to act as an adjuster in this State without a North Carolina lieeHse, license 
28 only for an insurance company authorized to do business in this State, for emergency 
29 insurance adjustment work, for a period of Hot exeeedi:ag 30 days, to be determined 
30 by the Commissioner. done for an employer who is an adjuster licensed by this State 
31 or who is a regular employer of one or more adjusters licensed by this State; 
32 provided that the employer shall furnish to the Commissioner a notice in writing 
33 immediately upon the beginning of any such emergency insurance adjustment work. 
34 As used in this subsection, 'emergency insurance adjustment work' includes. but is 
35 not limited to. (i) adjusting of a single loss or losses arising out of an event or 
36 catastrophe common to all of those losses or (ii) adjusting losses in any area declared 
37 to be a state of disaster by the Governor under G.S. 166A-6 or by the President of the 
38 United States under applicable federal law. 
39 (f) The Commissioner may permit an experienced motor vehicle damage 
40 appraiser who is regularly appraising in another state and who is licensed in such 
41 other state (if Stteh that state requires a license) to act as a motor vehicle damage 
42 appraiser in this State without a North Carolina license for emergency motor vehicle 
43 damage appraisal work for a period not exceeding 30 days done for an employer who 
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1 notifies the Commissioner, in writing, at the beginning of the period of emergency 
2 appraisal work and who is: 
3 (1) An insurance adjuster licensed by this State; 
4 (2) A motor vehicle damage appraiser licensed by this State; 
5 (3) A regular employer of one or more insurance adjusters licensed by 
6 this State; or 
7 (4) A regular employer of one or more motor vehicle damage 
8 appraisers licensed by this State." 
9 Section 20. G.S. 58-33-130(c) reads as rewritten: 

10 "(c) On a:Hd after Janttary 1, 1992, any indi·lidttal agent or broker aesiring to 
11 renew an appoifltffleflt or liee:Hse s:A:all offer evidenee satisfaetory to t::A:e 
12 Commissioner that :A:e lias complied witli tlic eontinttiftg pro£cssienal edl:l:eation 
13 reqt:tif'cmcflts apprevcd by the Commissiofler. The license of any person who fails to 
14 comply with the continuin~ education requirements under this section shall lapse. 
15 The Commissioner may, for ~ood cause shown, ~rant extensions of time to licensees 
16 to comply with these reguirements." 
17 Section 21. G.S. 58-33-130(h) reads as rewritten: 
18 . "(h) Any licensee W::A:e who, after obtaining an extension under subsection (c) of 
19 this section, offers evidence satisfactory to the Commissioner oft forms r,reserieed ey 
20 the Commissioner that he that the licensee has satisfactorily completed the required 
21 continuing professional education courses slia.11 ee deemed to liave eemplied is in 
22 compliance with this section." 
23 
24 TOWN AND COUNTY MUTUALS FINANCIAL REPORTS 
25 Section 22. G.S. 58-2-165 reads as rewritten: 
26 "§ 58-2-165. Annual, semiannual, monthly, or quarterly statements to be filed with 
27 Commissioner. 
28 (a) Every insurance company shall file in the Commissioner's office, on or before 
29 March 1 of each year, a statement showing the business standing and financial 
30 condition of the company, association, or order on the preceding December 31, 
31 signed and sworn to by the chief managing agent or officer thereof, before the . 
32 Commissioner or some officer authorized by law to administer oaths. Provided,. the 
33 Commissioner may, for good and sufficient cause shmyn by an applicant company, 
34 extend the filing date of the company's annual statement, for a reasonable period of 
35 time, not to exceed 30 days. In addition, the Commissioner may require any 
36 insurance company, association, or order to file its statement semiannually, quarterly, 
37 or mofttflly. monthly, except that a town or county mutual, or~anized under G.S. 58-
38 7-75(5)d., is reguired to file only an annual statement if for the precedin~ year it had 
39 a direct written premium of less than one hundred fifty thousand dollars ($150,000) 
40 and fewer than 400 policyholders. 
41 (b) The Commissioner may require statements under this section, G.S. 58-2-170, 
42 and G.S. 58-2-190 to be filed in a format that can be read by electronic data 
43 processing equipment. 
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1 ( c) All statements filed under this section must be prepared in accordance with 
2 the appropriate NAIC Annual Statement Instructions Handbook and pursuant to the 
3 NAIC Accounting Practices and Procedures Manual and on the NAIC Model 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
is 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Financial Statement Blank, unless further modified by the Commissioner as the 
Commissioner considers to be appropriate." 

BAIL BONDSMEN AND RUNNERS 
Section 23. G.S. 58-71-50 reads as rewritten: 

"§ 58-71-50. Qualification for bail bondsmen and runners. 
(a) An applicant for a license as a bail bondsman or ruRRer, fflust runner shall 

furnish the Commissioner with a complete set of the applicant's fingerprints and a 
recent passport size full-face photograph of the applicant. The applicant's fingerprints 
shall be certified by an authorized law-enforcement officer. The fingerprints of every 
applicant shall be forwarded to the State Bureau of Investigation for a search of the 
applicant's criminal history record file, if any. If warranted, the State Bureau of 
Investigation shall forward a set of the fingerprints to the Federal Bureau of 
Investigation for a national criminal history record check. An applicant shall pay the 
cost of the State and any national criminal history record check of the applicant. 

(b) Every applicant for a license under this Article as a bail bondsman or runner 
must meet all of the following qualifications: 

(1) Be 18 years of age or over. 
(2) Be a resident of this State. 
f31 

(4) 

(5) 
(6) 

(7) 

Be a persoR of good ffloral character afl:d Hot have beeR coRvieted 
ef a fcleHy or tu~y crime iH"lolviHg ffloral turpitude. 
Have knowledge, training, or experience of sufficient duration and 
extent to provide the competence necessary to fulfill the 
responsibilities of a licensee. 
Have no outstanding bail bond obligations. 
Have no current or prior violations of any provision of this Article 
or of Article 26 of Chapter 15A of the General Statutes or of any 
similar provision of law of any other state. 
Not have been in any manner disqualified under the laws of this 
State or any other state to engage in the bail bond business~" 

Section 24. G.S. 58-71-80 reads as rewritten: 
"§ 58-71-80. Grounds for denial, suspension, revocation or refusal to renew licenses. 

(a) The Commissioner may deny, suspend, or reYolcc revoke. or refuse to renew 
any license issued under this Article for any of the following causes: 

(1) For any cause sufficient to deny, suspend, or revoke the license 

(2) 

(3) 

House Bill 926 

under any other provision of this Article. 
ViolatioH of aHy laws of this State rclatiHg to bail A conviction of 
any misdemeanor committed in the course of dealings under the 
license issued by the Commissioner. 
Material misstatement, misrepresentation or fraud in obtaining the 
license. 
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(4) Misappropriation, conversion or unlawful withholding of moneys 
belonging to insurers or others and received in the conduct of 
business under the license. 

(5) Fraudulent or dishonest practices in the conduct of business under 
the license. 

(6) Conviction of a felony regardless of the time tH:e eofl•t'ietioft 
oeettrred afl:d regardless of WH:ether the eoBvietioft resttltecl &om 
eofldttet ifl: or 1elated to the bail eofld bttsifless. crime involving 
moral turpitude. 

(7) Failure to comply with or violation of the provisions of this Article 
or of any order, rule or regulation of the Commissioner. 

(8) When in the judgment of the Commissioner, the licensee has in the 
conduct of the licensee's affairs under the license, demonstrated 
incompetency, financial irresponsibility, or untrustworthiness; or 
that the licensee is no longer in good faith carrying on the bail 
bond business; or that the licensee is guilty of rebating, or offering 
to rebate, or offering to divide the premiums received for the 
bond. 

(9) For failing to pay any judgment or decree rendered on any 
forfeited undertaking in any court of competent jurisdiction. 

(10) For charging or receiving, as premium or compensation for the 
making of any deposit or bail bond, any sum in excess of that . 
permitted by this Article. 

(11) For requiring, as a condition of executing a bail bond, that the 
principal agree to engage the services of a specified attorney. 

{12) For cheating on an examination for a license under this Article. 
(13) For entering into any business association or agreement with any 

person who is at that time found by the Commissioner to be in .. 
violation of any of the bail bond laws of this State, or who has 
been in any manner disqualified under the bail bond laws of this 
State or any other state, whereby the person has any direct or 
indirect financial interest in the bail bond business of the licensee · 
or applicant. . 

(14) For knowingly aiding or abetting otp.ers to evade or violate the 
provisions of this Article. 

(15) Any cause for which issuance of the license could have been 
refused had it then existed and been . known to the Commissioner 
at the time of issuance. 

(e) The Commissiofler, in lie1:1. of rc•tokiag or sttspefl:ciifl:g s. liecHse iH aeeerclaHee 
with the proVisioHs of this ArHele, may, ifl: afl:y oae proeeccliag, by order, reqttife the 
licensee to pay to the school fttH.d itt the liccflsee's eottfl:ty of residcHee a eivil peaalty 
of Mo ht:1:Hdred fifty dellan ($250.00) for ead~ effoase. UI30fl the lieeRsee's failttre te 
pay the penalty Withifl 20 days after the order is mailed, postage prepaid, registered 
Mid addressed to the lieensee's last knowfl plaee of ettsifless, ttnless the order is 
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1 stayed by aft order of the court of eompctcflt jurisdictiofl or uHless the CommissioRer 
2 has alrcad;• suspcttdcd or re11oked tftc liceHse of the liceflsee, the CommissioHer may 
3 revoke the lieeflse or me.y S'tlspcHd the lieeHsc for afl:;· period. 
4 (b) The Commissioner shall denv. revoke. or refuse to renew any license under 
5 this Article if the applicant or licensee is or has ever been convicted of a felonv." 
6 Section 25. G.S. 58-71-71(a) reads as rewritten: 
7 "(a) In order to be eligible to take the examination required to be licensed as a 
8 runner or bail bondsman under G.S. 58-71-70, each person shall complete at least~ 
9 12 hours of education in subjects pertinent to the duties and responsibilities of a 

10 runner or bail bondsman, including all laws and regulations related to being a runner 
11 or bail bondsman." 
12 Section 26. G.S. 58-71-71(b) reads as rewritten: 
13 11 (b) Each year every licensee shall complete at least ffi six hours of continuing 
14 education in subjects related to the duties and responsibilities of a runner or bail 
15 bondsman before renewal of the license. This continuing education shall not include 
16 a written or oral examination. A person who receives his first license on or after 
.17 January 1 of any year does not have to comply with this subsection until the period 
1~ between his first and second license renewals." 
19 Section 27. G.S. 58-71-165 reads as rewritten: 
20 "§ 58-71-165. Monthly report required. 
21 Each professional bail bondsman and surety bondsman shall file with the 
22 Commissioner ef IRsttre:Hee a written report in form prescribed by the Commissioner 
23 regarding all bail bonds on which the bondsman is liable as of the first day of each 
24 month showing (i) each individual bonded, (ii) the date the bond was given, (iii) the 
25 principal sum of the bond, (iv) the State or local official to whom given, and (v) the 
26 fee charged for the bonding service in each instance. The report shall be filed on or 
27 before the fifteenth day of each month. With.iH the same time, a copy of this writteR 
28 report ffl'tlSt also 'ee filecl with the clerk of S'tlperior cottrt iH e.:t1y eottflty ifl which the 
29 boHdsmaH is obligated OR ee.il eoHds. Any person who knowingly and willfully 
30 falsifies a report required by this section is guilty of a Class I felony. 11 

31 Section 28. G.S. 58-71-71(e) reads as rewritten: 
32 " ( e) Any persoH wlio falsely represeH:ts to the Commissioner that the requiremcRts 
33 of this sectioH have 'eeeR met is stibjeet, after fl:otice aHd oppertt:1Hity for lieariHg, · to 
34 G.S. 58 2 70. The license of any person who fails to comply with the continuin~ 
35 education requirements under this section shall lapse. The Commissioner may, for 
36 ~ood cause shown, ~rant extensions of time to licensees to complv with these 
37 requirements. Any licensee who. after obtaining an extension under this subsection, 
38 offers evidence satisfactory to the Commissioner that the licensee has satisfactorily 
39 completed the required continuin~ professional education courses is in compliance 
40 with this section. 11 

41 Section 29. G.S. 58-71-85(a) reads as rewritten: 
42 "(a) The suspension or revocation of, or refusal to renew, any license under G.S. 
43 58-71-80 shall be in accordance with the provisions of ,<\tticle 3A of Chapter 150B of 
44 the General Statutes. 11 
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1 Section 30. G.S. 58-71-20 reads as rewritten: 
2 "§ 58-71-20. Surrender of defendant by surety; when premium need not be returned. 
3 At any time before there has been a breach of the undertaking in any type of bail 
4 or fine and cash bond the surety may surrender the defendant to the official to whose 
5 custody the defendant was committed at the time bail was taken, or to the official 
6 into whose custody the defendant would have been given had he been committed; in 
7 such case the full premium shall be returftcd. returned within 72 hours after the 
8 surrender. The defendant may be surrendered without the return of premium for the 
9 bond if lie 'has becfl gttilty of ftOftf3fl)'ffl:Cftt of preffliUffl, ehaHgiHg address Mth:ottt 

10 HotifyiHg B:is bm~dsfflB:ft, eoHeealiHg hifflsclf, leavir1g tB:e jurisdietiofl of the eottrt 
11 Mthottt the perfflissioH of his boHdSfflfJ.ft or vfolatiflg his obligatior1 to the eol:lrt. the 
12 defendant does anv of the following: 
13 ill Willfully fails to pav the premium to the surety or willfully fails to 
14 make a oremium pavment under the agreement specified in G.S. 
15 58-71-167. 
16 ill Changes his or her address without notifying the surety before the 
17 address change. 
18 ill Physically hides from the surety. 
19 ill Leaves the State without the permission of the surety. 
20 ill Violates any order of the court. 11 

21 Section 31. G.S. 58-71-95(5) reads as rewritten: 
22 "(5) Accept anything of value from a principal or from anyone on. 
23 behalf of a principal except the premium, which shall not exceed 
24 fifteen percent (15%) of the face amount of the bond; provided 
25 that the bondsman shall be permitted to accept collateral security 
26 or other indemnity from a principal or from anyone on behalf of a 
27 principal. Such collateral security or other indemnity required by 
28 the bondsman must be reasonable in relation to the amount of the . 
29 bond and shall be returned l:lf)6ft within 72 hours after final 
30 termination of liability on the bond. 11 

31 
32 VIATICAL SETILEMENT PROVIDERS 
33 Section 32. G .S. 58-58-420) reads as rewritten: 
34 "U) Authority to Adopt Standards. -- The Commissio.ner may: 
35 (1) Adopt rules to implement this section. 
36 (2) Establish standards for evaluating . reasonableness of payments 
37 under contracts. This authority includes regulation of discount 
38 rates used to determine the amount paid in exchange for 
39 assignment, transfer, sale, devise, or bequest of a benefit under a 
40 policy. 
41 (3) Establish appropriate registration and other regulatory · 
42 requirements for brokers. 
43 ~ Reql:lire a b0tul. 11 

44 
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1 HOME INSPECTORS 
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Section 33. G.S. 143-151.45 reads as rewritten: 
"§ 143-151.45. Definitions. 

The following definitions apply in this Article: 
(1) Associate home inspector. -- An individual who is affiliated with or 

employed by a licensed home inspector to conduct a home 
inspection of a residential building on behalf of the licensed home 

(2) 
(3) 
(4) 

(5) 

(6) 

inspector. 
Board. -- The North Carolina Home Inspector Licensure Board. 
Compensation. -- A fee or anything else of value. 
Home inspection. -- A written evaluation of efte two or more of 
the following components of a residential building: heating system, 
cooling system, plumbing system, electrical system, structural 
components, foundation, roof, masonry structure, exterior and 
interior components, or any other related residential housing 
component. 
Home inspector. -- An individual who engages in the business of 
performing home inspections for compensation. 
Residential building. -- A structure intended to be, or that is in 
fact, used as a residence by one or more individuals." 

Section 34. G.S. 143-151.52 reads as rewritten: 
"§ 143-151.52. Requirements to be licensed as an associate home inspector. 

To be licensed as an associate home inspector, a person must do all of the 
following: 

(1) 

(2) 
(3) 
(4) 
(5) 

Submit a completed application to the Board upon a form 
provided by the Board. 
Pass a licensing examination prescribed by the Board. 
Pay the applicable fees. 
Have a high school diploma or its equivalent. 
Be employed by or affiliated with or intend to be employed by or 
affiliated with a licensed home inspector and submit a sworn 
statement by Hle that licensed home inspector with whom the 
at3t3lieaHt is of iHteHds to ee affiliated certifying that the licensed 
home inspector will actively supen,:ise and train the applicant." 

Section 35. G.S. 143-151.53 reads as rewritten: 
"§ 143-151.53. Notification ef. to applicant following evaluation of application. 

The Boarcl mttst review eaeh applieatioR fer a lieeHsc stt'emitted to it aHd must 
Ratify each epplieaftt that the applicatioH is either aeecpted or rejected. The Board 
must seHd the HotifieatioH of aecepta.Hee or rejeetim=t withiH 30 days of receiviftg the 
applicatieH. H the Beard rejects aft aI3plieatioH, the notice seHt to the applicant must 
state t:h.e reasefts for the rejeetion. If the Board finds that the applicant has not met 
fully the requirements for licensing, the Board shall refuse to. issue the license and 
shall notify in writing the applicant of the denial. stating the grounds of the denial. 
The application may also be denied for any reason for which a license may be 
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1 suspended or revoked or not renewed under G.S. 143-151.56. Within 30 days after 
2 service of the notification, the applicant mav make a written demand upon the Board 
3 for a review to determine the reasonableness of the Board's action. The review shall 
4 be completed without undue delay, and the applicant shall be notified promptly in 
5 writing as to the outcome of the review. Within 30 days after service of the 
6 notification as to the outcome, the applicant mav make a written demand upon the 
7 Board for a hearing under Article 3A of Chapter 150B of the General Statutes if the 
8 applicant disagrees with the outcome." 
9 Section 36. G.S. 143-151.56 reads as rewritten: 

10 "§ 143-151.S6. Suspension, revocation, and refusal to renew license. 
11 (a) The Board may deny or refuse to issue or renew a license, may suspend or 
12 revoke a license, or may impose probationary conditions on a license if the license 
13 holder or applicant for licensure has engaged in any of the following conduct: 
14 (1) Employed fraud, deceit, or misrepresentation in obtaining or 
15 attempting to obtain or renew a license. 
16 (2) Committed an act of malpractice, gross negligence, or 
17 incompetence in the practice of home inspections. 
18 (3) Without having a current license, either performed home 
19 inspections for compensation or claimed to be licensed. 
20 ( 4) Engaged in conduct that could result in harm or injury to the 
21 public. 
22 (5) Been convicted of or pied guilty or nolo contendere to any eftffle 
23 misdemeanor involving moral tttrt3itttde. turpitude or to any felony. 
24 (6) Been adjudicated iHsaH:e er iHeefflt3eteH:t aH:d has Hat preseftted 
25 preof ef reeever; ffeffl the eeH:ditieH. incompetent. 
26 (7) Engaged in any act or practice that violates any of the provisions of 
27 this Article or any rule issued by the Board, or aided, abetted, or 
28 assisted any person in a Yielatien. violation of any of the provisions 
29 of this Article. 
30 (b) A denial of licensure, refusal to renew, suspension, revocation, or imposition 
31 of probationary conditions upon a license holder may be ordered by the Board after a. 
32 hearing held in accordance with Article 3A of Chapter 150B. of the General Statutes 
33 and rules adopted by the Board. An application may be made to the Board· for 
34 reinstatement of a revoked license if the revocation has b~en in effect for at least one 
35 year." 
36 
37 MANUFACTURED HOME DEALERS 
38 Section 37. Article 9A of Chapter 143 of the General Statutes 1s 
39 amended by adding a new section to read: 
40 "§ 143-143.21B. Dealer cancellation; deposit refund. 
41 A dealer shall refund to a buyer the full amount of a deposit on the purchase of a 
42 manufactured home if the buyer has fulfilled his obligations under the purchase 
43 agreement and the dealer cancels the purchase at any time." 
44 
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1 EFFECT OF HEADINGS 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

Section 38. The headings to the parts of this act are a convenience to the 
reader and are for reference only. The headings do not expand, limit, or define the 
text of this act. 

EFFECTIVE DATES 
Section 39. This section and Sections 1, 3, 4, 5, 6, 7, 10, 11, 14, 15, 17, 18, 

22, 27, 29, 32, 33, and 34 of this act are effective when they become law; provided 
that the disclosure requirement in G.S. 58-3-5, as enacted in Section 1 of this act, 
applies only to annuity agreements issued on or after October 1, 1998. Section 19 of 
this act becomes effective September 1, 1998. Sections 2, 9, 12, 13, 20, 21, 23, 24, 25, 
28, 30, 31, 35, 36, and 37 of this act become effective October 1, 1998. Sections 8, 16, 
and 26 of this act become effective January 1, 1999. 
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SENATE BILL 843 
Pensions & Retirement and Insurance Committee Substitute Adopted 4/29/97 

Short Title: Insurance Technical Changes. (Public) 

Sponsors: 

Referred to: 

April 15, 1997 

1 A BILL TO BE ENTITLED 
2·· AN ACT TO REPEAL OBSOLETE LAWS AND MAKE TECHNICAL AND 
3 CLARIFYING AMENDMENTS AND CORRECTIONS IN VARIOUS 
4 INSURANCE STATUTES; AND TO EXTEND THE EXPIRATION DATE OF 
5 THE 1986 RISK SHARING PLAN LAW. 
6 The General Assembly of North Carolina enacts: 
7 PART I. REPEALS OF OBSOLETE PROVISIONS. 
8 Section 1. G.S. 58-2-120, 58-3-125, 58-6-10, 58-7-150, and 58-41-35 are 
9~~. ' 

10 Section 2. Article 47 of Chapter 58 of the General Statutes, the North 
11 Carolina Health Care Excess Liability Fund, which includes G.S. 58-47-1, 58-47-5, 58-
12 47-10 58-47-15 58-47-20 58-47-25 58-47-30 58-47-35 58-47-40 58-47-45 and 58-47-

, ' ' ' ' ·' ' ' 13 50, is repealed. 
14 Section 3. · Article 68 of Chapter 58 of the General Statutes, the North 
15 Carolina Health Insurance Trust Commission, which includes G.S. 58-68-1, 58-68-5, 
16 58-68-10, 58-68-15, and 58-68-20, is repealed. 
17 Section 4. G.S. 120-123(55) and (65) are repealed. 
18 Section 5. G.S. 58-36-15(e) reads as rewritten: 
19 "(e) The Commissioner may require the filing of supporting data including: 
20 (1) The Bureau's interpretation of any statistical data relied upon; 
21 (2) Descriptions of the methods employed in setting the rates; 
22 (3) Analysis of the incurred losses submitted on an accident year or 
23 policy year basis into their component parts; to wit, paid losses, 
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1 · .reserves for losses and loss expenses, and reserves for losses 
2 incurred but not reported; 
3 ( 4) The total number and dollar amount of paid claims; 
4 (5) The total number and dollar ~ount of case basis reserve claims; 
5 (6) Earned and written premiums at current rates by rating territory; 
6 · . (7) Earned premiums and .incurred losses according to classification 
7 plan categories; and 
8 (8) __ Income from investment of unearned premiums and loss and loss ---9 ----- expense reserves generated by business within this State. 

10 Previeleel, lt:ewever, tfle.t Witfl respeet te etlsiftess 'Wfltten prier te Je.Btl&fY 1, 1980, the 
11 Cefflfttissiener slt:e.H Bet retttlire tlt:e fili.ftg ef saell Stlpi,ening elate. Wfl:ieh B.8.S Bet eeeft 
12 rettttireel te he reeertieel tlftaer· ste.tistiea,1 plans e.pi,reveti ey the Cefflffl.issiener." 
13 Section 6. G .S. 58-3-115 reads as rewritten: 
14 11 § 58-3-115. Twisting with ,respect to insurance policies; penalties. 
15 · No insurer shall make or issue, or cause to be issued, any written or oral statement 
16 that willfully misrepresents or willfully makes an incomplete comparison as to the 
17 terms, conditions, or benefits contained in any policy of insurance for the purpose of 
18 inducing or attemp_ting to induce a policyholder in any way to terminate or 
19 surrender, exchange, or convert any insurance policy. Any person who violates this 
20 section is subject to the provisions of G.S. S8 2 70, S8 3 90 tflretlgli S8 3 100, e.nel 
21 5g·3 12S. G,S, 58-2-70 or G.S. 58-3-100." . 
22 Section 7. G.S. 58-30-75(7) reads as rewritten: 
23 "(7) Without first obtaining the written consent of the Cemmissiener 
24 ptlrstutnt te G.S. SB 7 1SO, Commissioner, the insurer has (i) 
25 transferred, or · attempted to transfer, in a manner contrary to 
26 Article 19 of this Chapter, substantially its entire property or 
27 business, or (ii) has entered into any transaction, the effect of 
28 which is to merge, consolidate, or reinsure substantially its entire 
29 property or business in or with the property or business of any 
30 other person." 
31 ·Section 8. G.S. 58-41-40(a) reads as rewritten: 
32 "(a) There is no liability on the part of and no cause of action for defamation or 

· 33 invasion of privacy arises against any insurer or its authorized representatives, agents, 
34. or employees, or any licensed insurance agent or broker, for any communicadon or 
35 statement made, unless shown to have been made in bad faith with malice, in any of 
36 the following: 
37 {l) 
38 
39 
40 
41 
42 
43 

(2) 

Page 2 

A written notice of cancellation under G.S. 58 41 15, G.S. 58-41-15 
m: of nonrenewal under G.S. 58-41-20, er ef eesse.tien ef httsiBess 
tftfettgll 8.ft e.geney tlfteler G.S. 58 41 35, specifying the reasons 
therefer; for cancellation. 
Communications providing information pertaining to sttelt 
e8.fteelle.tien, neftfeBewe.l, er eessatien ef etlsmess tlt:retlgll e.n 
ageney; the cancellation or nonrenewal. 
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(3). Evidence submitted at any court proceeding, administrative 
hearing, or informal inquiry in. which stten eaftecllatieft, 
fteftf'cftcwa-l, er eessatieft ef ettsiftess tnrettgn aft agcBey the 
cancellation or nonrenewal is an issue. 11 

. 

5 PART II. 
6. 2-50. 

AMENDMENTS NECESSARY BECAUSE OF 1995 REWRITE OF G.S. 58-

7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 ·. 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

. 32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Section 9. G.S. 58-34-20) reads as rewritten: 
11 G) Th~_.Commissioner shall disapprove any such contract that: 

-------- (1) Does not. contain the required contract provisions specified in 

(2) 

(3) 

(4) 

. (5) 

_subsection ( d) of this section; 
S1,1bjects. the insurer to excessive charges for expenses or 
commission; 
Vests in the MGA any control over the management of the affairs 
of th~ insurer to the exclusion of the board of directors of the 
insurer; 
Is entered into with any person if the person or its officers and 
directors are of known bad character or have been affiliated 
directly or indirectly through ownership, control, management, 
reinsurance · transactions, or other insurance or business 
relationships with any person known to have been involved in the 
improper manipulation of assets, accounts, or reinsurance; or 
Is determined by the Commissioner to contain provisions that are 
not fair and reasonable to the insurer. 

Failure of the Commissioner to disapprove any such contract within 30 days after the 
contract has been filed with the Commissioner constitutes the Commissioner's 
approval of the contract. An insurer may continue to accept business from StteB- the 
person until the Commissioner disapproves the contract. Any disapproval shall be in 
writing. The Commissioner may, after a nearing nele ttfteer G .S. 58 2 .SO, notice· an·d · 
an opportunity for a hearing, withdraw approval of any contract the Commissioner 
has previously approved upon finding that the basis of the original approval no 
longer exists or that the contract has, in actual operation, shown itselfto be subject to 
disapproval ·on any of the grounds in this subsection. 11 

Section 10. G.S. 58-34-15(b) reads as rewritten: 
11 (b) If the Commissioner disapproves any management contract, ftetiee ef stten 

aetieft sna-ll ee gi:r.,,eft te tne iftsttrer assigftiftg tne reasefts tncrefer ift writiftg. the 
Commissioner shall ~ve · notice of. and written reasons for. the disapproval to the 
insurer. The Commissioner shall grant any party to the contract a hearing upon 
refJ:ttest aeeereiftg te G.S. 58 2 SO. reguest. 11 

.. 

Section 11. G.S. 58-40-100 reads as rewritten: 
"§ 58-40-100. Request for review of rate, rating plan, rating system or underwriting 
rule. 

(a) Any person aggrieved by any rate charged, rating plan, rating system, or 
underwriting rule followed or adopted by an insurer or rating organization may 
request in writing that the insurer or rating organization t& review the manner in 
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1 which · the rate, plan, system, or rule has been applied With respect to insttFanee 
2 affeFtieti him. Stteh rectttest may ee maee ey his atttheri2ee ref'resentative, afte shall 
3 ee Hi writfflg. the 'person's insurance, The person's authorized representative may 
4 make the reguest, H the request is not granted within 30 days after jt is made, the 
5 requester may treat it as rejected. Any person aggrieved by the action of an insurer 
6 or rating organization in refusing the review requested or in failing or refusing to 
7 grant all or part of the relief requested, may file a written complaint and request for 
8 hearing with th~ Commissioner, and shall specify the grounds relied upon. H the 
9 Commissioner~has information concerning a similar eemi,leiBt he . complaint, the 

10 Commissioner may deny the hearing. H the Commissioner believes that probable 
11 cause for the complaint does not exist or that the complaint is not made in good 
12 faith, he the Commissioner shall deny·the hearing. H the Commissioner finds that the 
13 complaint charges a violation of this Article and that the complainant would be 
14 aggrieved if the violation i~ proven, he the Commissioner shall proceed as provided 
15 in G.S. S8 2 SO er 58-2-70. . 
16 (b) Repealed by Session Laws 1985 (Regular Session, 1986), c. 1027, s. 15." 
17 Section 12. G.S. 58-42-1 reads as rewritten: 
18 "§ 58-42-1 .. Establis~ent of plans. 
19 H the Commissioner finds, after a heeriBg hele iB eeeereeaee :with G.S. S8 2 SO, 
20 hearing~ that in· all or any part of this State, any amount or kind of insurance 
21 authorized by G.S. 58-7-15(4) through G.S. 58-7-15(22) is not readily available in the 
22 voluntary market and that the public interest requires the availability of that 
23 insurance, he the Commissioner may either: 
24 (1) Promulgate plans to provide insurance coverage for any risks in 
25 this State that are, based on reasonable underwriting standards, 
26 entitled to obtain but are otherwise unable to obtain coverage; or 
27 (2) Call upon insurers to prepare plans for ftis the Commissioner's 
28 approval." 
29 Section 13. G.S. 58-45-50 reads as rewritten: 
30 "§ 58-45-50. Appeal from acts of Association to Commissioner; appeal from 
31 Commissioner to superior court. . 
32 Any person or any insurer who may be aggrieved by an act, ruling or decision of 

· 33 ·'the Association other than an act, ruling or decision relating to the cause or amount 
34 of a claimed loss, may, within 30 days after sttell rttliBg the ruling, appeal to the 
35 Commissioner. Any hearings held by the ·commissioner i,ttrstteBt te sttell en under 
36 the appeal shall be in accordance with the i,reeeettre set ferth in G.S. 58 2 SO: rules 
37 adopted by the Commissioner: Provided, however, the Commissioner is authorized 
38 to appoint a member of his the _Commissioner's staff as deputy commissioner for the 
39 purpose of hearing Stteh- those appeals and a ruling based upon Stteh- the hearing shftH. 
40 h&Ye has the same effect as if heard by the Commissioner. All persons or insureds 
41 aggrieved by any order or decision of the Commissioner may appeal as is- provided ey 
42 the i,rer:isiens ef in G.S. 58-2-75. 
43 No later than 20 days before each hearing, the appellant shall file with the 
44 Commissioner or his the designated hearing officer and shall serve on the appellee a 
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1 written statement of ms the appellant's case and any evidence ne that the appellant 
2 intends to offer at the hearing. No later than five days before Sttelt the hearing, the 
3 appellee shall file with the Commissioner or ms the designated hearing officer and 
4 shall serve on the appellant a ·written statement of ms the appellee's case and any 
5 evidence l:te that the appellee intends to offer at the hearing. Each Sttelt hearing shall 
6. be recorded and transcribed., The eest ef stteh reeereling anel transefieing shall ee 
7 eeffle efttta.Yy ey the a:p:peYant ans a:p:pellee, :pFe"lielee. that The appellant and 
8 appellee shall share the cost of recording and transcribing egually: however, upon any 
9 final ·adjudication the prevailing party shall be reimbursed for his- that party's share of 

10 Sttelt the costs by the other party. Each party shall, on a date determined by the. 
11 Commissio'ner or IHs the designated hearing officer, but not sooner than 15 days after 
12 delivery of the completed· transcript to the party, subID:it to the Commissioner or his 
·13 the designated hearing officer and serve on the other party, a proposed order. The 
14 Commissioner or ms !bs designated hearing officer shall then issue an order." 
15 Section 14. G.S. 58-45-70 reads as rewritten: . 
16 "§ 58-45-70. Commissioner may examine affairs of Association . 
.17 The Commissioner may from time to time make an examination into the affairs of 
18 the Association. when l:te the Commissioner deems it to be . pFtte.ent · anel in 
19 ttne.el'taltiftg stteh a:aminatien he prudent, and as part of the examination the 
20 Commissioner may hold a public hearing :pttrsttant te the 13re¥isiens ef G.S. 58 2 50. 
21: hearin~. The a::penses ef Stteh e;,caminatien shall ee eefne anel :paie. ey the 
22 2s\sseeietien. The Association shall pay the e:x;penses of the examination." 
23 Section 15. G .S. 58-46-20( c) reads as rewritten: 
24 "(c) The Commissioner may designate the kinds of property insurance policies on 
25 principal residences to be offered by the association, including insurance policies 
26 under Article 36 of this Chapter, and the commission rates to be paid to agents or 
27 brokers for these policies, if he the Commissioner finds, after a heaFing hele. in 
28 aeeefelttBee with G.S. 58 2 50, hearin~. that the public interest requires· the 
29 designation. The provisions of Chapter 150B of the General Statutes do not apply to 
30 any procedure under this subsection, except that G.S. 150B-39 and G.S. 150B-41 shall 
31 apply. to a hearing under this subsection. Within 30 days after the receipt of 
32 notification from the Commissioner of a change in designation :pttfsttant te under this 
33 subsection, the association shall submit a revised plan and articles of association for 
34 approval in accordance with subsection (b) of this section. 11 

35 Section 16. G.S. 58-46-30 reads as rewritten: 
36 "§ 58-46-30. Appeals; judicial review. · 
37 The association shall provide reasonable means, to be approved by the 
38 Commissioner, whereby any person or insurer affected by any act or decision of the 
39 administrators of the Plan or underwriting association, other than an act or decision 
40 relating to the cause or amount of a claimed loss, may be heard in person or by an 
41 authorized representative, before the governing board of the association or a 
42 · designated committee. Any person or insurer aggrieved by any decision of the 
43 governing board or designated committee, may be appealed to the Commissioner 
44 within 30 days from the date_ of Sttelt the ruling or decision. The Commissioner, after 
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1 hearing held i,ttrsttettt te tile i,reeeEittre set fertli ift G .S. S8 2 SQ, under rules adopted 
2 by the Commissioner. shall issue an order approving or disapproving the act or 
3 decision with respect to the matter wliieli that is the subject of appeal. The 
.4 Commissioner is a11themeel te may appoint a member of 1Hs, the Commissioner's staff 
5 as deputy commissioner for the purpose of hearing SHeh the appeals and a ruling 
6 based on SHeh the hearing shaH liave has the same effect as if heard by the 
7 Cefflfflissiener i,ersenaUy. Commissioner. All persons or insurers or their 
8 representatives aggrieved by any order or decision of the Commissioner may appeal 
9·. as provided eytlte 13revisiens ef in G.S. 58-2-75. 

10 No later than 20 days before each hearing, the appellant shall file with the 
11 · Commissioner or IHs, the designated hearing officer and shall serve on the appellee a 
12 written statement ·of his the appellant's case and any evidence he that the appellant 
13 intends to offer at the hearing. No later than five days before SHeh the hearing, the 
14 appellee shall file with the, Commissioner or his the designated hearing officer and 
15 shall serve on the appellant a written statement of IHs, the appellee's case and any 
16 evidence he that the appellee intends to offer at the hearing. Each Sttelt hearing 
17 shall be_ recorded and transcribed. · The east ef sttelt reeeraiBg &Ba traBserieiBg sltall 
18 ee eeffle eqttally ey. tlte tlf':Pelltlftt ea ~13eHee; 13rerAeea tltat. The appellant and. 
19 appellee shall share the cost of recording and transcribin~ egually: however. upon any 
20 final adjudication the prevailing party shall be reimbursed for IHs, that party's share of 
21 Sttek- the costs by the other party. Each party shall, on a date determined by the 
22 Commissioner· or IHs, the designated hearing officer, but not sooner than 15 days after 
23 delivery of the completetl transcript to the party, submit to the Commissioner or IHs, 
24 the designated hearing officer and serve on the other party, a proposed order. The 
25 Commissioner or his the designated hearing officer shall then issue an order." 
26 PART ill. CONTINUING CARE RETIREMENT COMMUNITY NAME 
27 CORRECTION . . 
28 Section 17. G.S. 58-30-10(14) reads as rewritten: 
29 "(14) 'Insurer' means any entity licensed under Articles 7, 16, 26, 49, 
30 65, or 67 of this Chapter and any employer that has furnished to 
31 the Commissioner satisfactory proof of its financial responsibility 
32 under G.S. 97-93(a)(2). For purposes of this Article, 'insurer' also 

· 33 includes continuing care retirement eenters communities licensed 
34· under Article 64 of this Chapter." 
35 Section 18. The title of Article 64 of Chapter 58 of the General Statutes 
36 reads as rewritten: 
37 
38 
39 
40 
41 
42 
43 
44 

"ARTICLE 64. 
"R:egistratien, Diselesttre, Centraet, aBEi FiBaneial 'MeBitering R:eqttiremeBts fer 
Continuing Care Faeilities. Retirement Communities." · · 

Section 19. G.S. 58-64-1 reads as rewritten: 
"§ 58-64-1.· Definitions. 

As used in this Article, unless otherwise specified: 

Page 6 

(1) 'Continuing care' means the furnishing to an individual other 
than an individual related by blood, marriage, or adoption to the 

Senate Bill 843 



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997 

'\ · 1 person furnishing the care, of lodging together with nursing 
2 services, medical services, or other health related services, 
3 fll:lrstutnt te under an agreement effective for the life of the 
4 individual or for a .period in e;x:eess ef longer than one year. 
5 (2) 'Entrance fee' means a payment that assures a resident a place in 
6. a facility for a term of years or for life. 
7 (3) 'Facility' means the plaee er plaees retirement community or 
8 __ /- communities in which a provider undertakes to provide 
9 continuing care to an individual. 

10 ( 4) 'Health related services' means, at a minimum, nursing home 
11 admissJon or assistance in the activities of daily living, exclusive 
12 · of the provision of meals or cleaning services. 
·13 (5) 'Living unit' means a room, apartment, cottage, or other area 
14 witl;tin a facility set aside for the exclusive use or control of one 
15 or more identified residents. 
16 (6) 'Provider' means the promoter, developer, or owner of a 
17 eeBti:B'l:ling eMe facility, whether a natural person, partnership, or 
18 other unincorporated association, however organized~ trust, or 
19 corporation, of an institution, building, residence, or other place, 
20 whether operated for profit or not, or any other person, that 
21 ·· solicits or undertakes to provide continuing care under a 
22 continuing care facility contract, or that represents . himself 
23 himself, herself, or itself as providing continuing care or 'life 
24 care.' 
25 (7) 'Resident' means a purchaser of, a nominee of, or a subscriber to, 
26 . a continuing care contract. 
27 (8) 'Hazardous financial condition' means a provider is insolvent or 
28 in eminent danger of becoming insolvent. 11 

29 Section 20. G.S. 58-64-40(b) reads as rewritten: 
30 11 (b) The board of directors or other governing body of a eeH:tiftaiBg ea.re facility 
31 or its designated representative shall hold annual meetings with the residents of the 
32 . eefttiBttiftg ea.re facility for free. discussions of subjects including, but not limited to, 
33 income, expenditures, and financial trends and problems as they apply to the facility 

. 34 and discussions of proposed changes in policies, programs, and services. Residents 
35 shall be entitled to at least seven days advance notice of each meeting. An agenda 
36 and any materials that will be distributed by the governing body at the meetings shall 
37 remain available upon request to residents. 11 

38 Section 21. G.S. 58-64-80 reads as rewritten: 
39 11 § 58-64-80. Advisory Committee. 
40 There shall be a nine member Continuing Care Advisory Committee appointed by 
41 the Commissioner. The Committee shall consist of at least two residents of 
42 · eeBtiftaing ea.re eefflffll:iftities, facilities, two representatives of the North Carolina 
43 Association of Nonprofit Homes for the Aging, one individual who is a certified 
44 public accountant and is licensed to practice in this State, one individual skilled in 
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the field of architecture or engineering, and one individual who is a health care 
professional." 
PART IV. WORKERS' COMPENSATION LOSS COSTS CONFORMING CHANGES. 

Section 22. G.S. 58-36-1(2) reads as rewritten: 
"(2) The Bureau shall provide reasonable means to be approved by 

--------

the Commissioner whereby any person affected by a rate or loss 
costs made by it may be heard in person or by ftis the person's 

,,,. authorized representative before the governing committee or 
other proper executive of the Bureau." 

Section 23. G.S. 58-36-1(5)c. reads as rewritten: 
"c .. Failure or refusal by any assigned employer risk to make full 

disclosure to the Bureau, servicing carrier, or insurer writing 
a. policy of information regarding the employer's true 
ovvnership, change of ownership, operations, or payroll, or 
any other failure to disclose fully any records pertaining to 
workers' compensation insurance shall be sufficient grounds 
for tfl:e Bttfeae te aetfl:erize the termination of the policy of 
that employer." 

Section 24. G.S. 58-36-10 reads as rewritten: 
"§ 58-36-10. Method of rate making; factors considered. 

The following standards slte:H apply to the making and use of ~ rates or loss 

(1) 

(2) 

(3) 

Rates or loss costs shall not be excessive, inadequate or unfairly 
discriminatory. 
Due consideration shall be given to actual loss and expense 
experience within this State for the most recent three-year period 
for which sttelt that information is available; to prospective loss 
and expense experience within this State; to the hazards of 
conflagration and catastrophe; to a reasonable margin for 
underwriting profit and to contingencies; to dividends, savings, or 
unabsorbed premium deposits allowed or returned by insurers to 
their policyholders, members, or subscribers; to investment 
income earned or realized by insurers from their unearned 
premium, loss, and loss expense reserve funds generated from 
business within this State; to past and prospective· expenses 
specially applicable to this State; and to all other relevant factors 
within this State: Provided, however, that countrywide expense 
and loss experience and other countrywide data may be 
considered oilly where credible North Carolina experience or 
data is not available. 
In the case of fire insurance rates, as are subject to the ratemaking 
authority of the Bureau, consideration may be given to tile 
experience of such fire insurance business during the most recent 
five-year period for which Sttelt that experience is available. In 
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1 the case of fire insurance rates that are subject to the ratemaking 
2 authority of the Bureau, considerat~on shall be given to the 
3 insurance public protection classifications of rural fire districts 
4 based upon standards established by the Commissioner. To the 
5 extent credits are provided for proximity to fire hydrants, the 
6 Bureau may also provide appropriate credits in publi,c protection 
7 classifications for optional water sources, such as ponds, lakes, or 
8 ____ / other bodies of water, in accordance with standards and 
9 procedures filed with and approved by the Commissioner. 

10 (4) Risks may be grouped by classifications and lines of insurance for 
11 establi~hment . of fftte9 rates, loss costs, and base premiums. 
12 Classification rates may be modified to produce rates for 
13 individual risks in accordance with rating plans whieh that 
14 estaplish standards for measuring variations in hazards or expense 
15 provisions or both. Stielt Those standards may measure any 
16 differences among risks that can be demonstrated to have a 
17 probable effect upon losses or expenses. The Bureau is aireetea 
18 te shall establish and implement a comprehensive· classification 
19 rating plari · for motor vehicle insurance under its jurisdiction 
20 within 90 days of September 1; 1977. No such classification plans 
21 ·. shall base any standard or rating plan for private passenger 
22 (nonfleet) motor vehicles, in whole or in part, directly or 
23 indirectly, upon the age or sex of the persons insured. The 
24 Bureau shall at least once every three years make a complete 
25 review of the filed classification rates to determine whether they 
26 · are proper and supported by statistical evidence, and shall at least 
27 once every 10 years make a complete review of the territories for 
28 nonfleet private passenger motor vehicle insurance to determine· p 

29 whether they are proper and reasonable. 
30 (5) In the case of workers' compensation insurance and employers' 
31 liability insurance written in connection therewith, due 
32 consideration shall be given to the past and prospective effects of 
33 changes in compensation benefits and in legal and medical fees 
34 that are provided for in General Statutes Chapter 97." 
35 Section 25. G.S. 58-36-15(a) reads as rewritten: 
36 "(a) The Bureau shall file with the Commissioner copies of the rates, loss costs, 
37 classification plans, rating plans and rating systems used by its members. Each rate or 
38 loss costs filing shall become effective on ~he date specified in the filing, but not 
39 earlier than 105 days fr.em. after the date the filing is received by the Commissioner: 
40 Provided that (1) rate or loss costs filings for workers' compensation insurance and 

· 41 employers'· liability insurance written in connection therewith shall not become 
42 · effective earlier than 120 days from the date the filing is received by the 
43 Commissioner or on the date as provided ttnaer in G.S. 58-36-100, whichever is 
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1 earlier; and (2) any filing may become effective on a date earlier than that specified 
2 in this subsection upon agreement between the Commissioner and the Bureau. 11 

3 Section 26. G.S. 58-36-lS(t) reads as rewritten: 
4 · "(t) On or before September 1 of each calendar year the Bureau shall submit to. 
5 the Commissioner the experience, data, statistics, and information referred to in 
6 subsection (c) of this section and required under G.S. 58-36-100 and a residual 
7 market rate M and prospective loss costs review based on Sttelt those data for 
8 workers' . coµtQensation insurance and employers' liability insurance written in 
9 connection· therewith. Any rate or loss costs increase for Sttelt that insurance that is 

10 implemented Jlttrsttftftt te under this Article shall become effective solely to Sttelt 
11 insttrftftee es is 'Wfltten. h£Y.~g insurance with an inception date on or after the 
12 effective date of the rate or loss costs increase." 
13 Section 27. G.S. 58-36-15(g) reads as rewritten: 
14 11 (g) The following infoi;mation must be included in policy form, rule, and rate or 
15 loss costs filings under this Article and under Article 37 of this Chapter: 
16 (1) A detailed list of the rates, loss costs. rules, and policy forms filed, 
17 accompanied by a list of those superseded; and 
18 (2) A detailed description, properly referenced, of all changes in 
19 policy forms, rules, prospective loss costs, and rates, including the 
20 effect of each change. 11 

21 Section 28. G.S. 58-36-30(a) reads as rewritten: 
22 11 (a) Ne insttrer, effieer, agent er representative thereef Except as permitted by 
23 G.S. 58-36-100 for workers' compensation loss costs filings, no insurer and no officer, 
24 a~ent, or representative of an insurer shall knowingly issue or deliver or knowingly 
25 permit the issuance or delivery of any policy of insurance in this State '¥.'hieh that 
26 does not conform to · the rates, rating plans, classifications, schedules, rules and 
27 standards made and filed by the Bureau. Hewe:,:;er, an An insurer may deviate from 
28 the rates f3F6fflttlgatea adopted by the Bureau J3rerliaea if the insurer has filed the 
29 proposed deviation te 'ee a1313liea 'eeth with the Bureau and the Commissioner, ftft& 
30 pre'liaea the ae'liatien is tttHfefffl. in its apf'lieatien te all rislts in the State ef the 
31 ele:ss te wliieh the ae'lie:tien is te apply; e:na prerliaea Stteh ae'liatien is a1313re:,:;ea 'ey 
32 the. CefflfflissieBer. if the proposed deviation is based on sound actuarial principles, 

· 33 and if the proposed deviation is approved by the Commissioner. The CeftlfflissieBer 
34- shall a1313re"1e prepesea ae'liatiens if they ae net renaer the rates eJEeessive, 
35 iBaaeqttate er ttftfairly Eliserifflifte:tery. If 8:f'f're:,:;ea, the aerlie:tien ffl8:Y thereafter l,e 
36 a-menaea, sttejeet te the pre:r.AsieBs ef this stt'eseetieB. Amendments to deviations are 
37 subject to the same reguirements as initial filings. The ae'liatieft ftlay 'ee terftlifte:tecl 
38 An insurer may terminate a deviation only if the deviation has been in effect for a 
39 period of six months before the effective date of the termination and the insurer 
40 notifies the Commissioner of the termination no later than 15 days before the 
41 . effective date of the termination. 11 

42 Section 29. G.S. 58-36-30(c) reads as rewritten: 
43 11 

( c) .Acfty aerliatien With respeet te werlters' eeftlf'ensatieft ana efflpleyers' lia'eility 
44 insttraBee WHtteft iB eetHleetieB therewith as Hlea ttftaer stteseetieB (a) ef this seetieB 
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she:H aJ'l'lY ttntfeffflly te eH elassifieatiefts. Any approved rate under subsection (b) of 
this section with respect to workers' compensation and employers' liability insurance 
written in connection therewith shall be furnished to the Bureau." 

Section 30. Effective September 1, 1997, G.S. 58-36-lOO(a) reads as 
5 rewritten: 
6. " (a) Netfflftg ift this seetieB reqt1:H'es the Bt1reat1 er its memeer iBsttrers te refile 
7 rates l'reviettsly im:Plemented eefere twe years a&er the effeeti¥e date ef this seetieft. 
8 Any mem~_er i:Bs'tH'er ef the B'tH'eatt mey eefttifttte te ttse all rates aftd deviatiens filed 
9 aB:d ap~i·e-ved fer its t1se ttB:tH disapJ'rer;ed, er the iB:sttrer makes its eWft filing te 

10 ehaB:ge its rates, either ey mekfflg eB: iftde:peBdeftt fHing er ey filiftg a refereBee fittftg 
11. ade:PtieB: fefffl adeJ'tiftg ~e B'tH'eatt's l'resl'eethe less eests, er medifieatieft thereef. 
12 Except as provided in subsection (m) of this section, Mtft the iftitial prespeethie less 
·13 easts referenee filiB:g,. the Bureau shall no longer develop or file any minimum 
14 premiums, minimum pi:emium formulas, or expense constants. If an insurer wishes to 
15 amend minimum premium feffflttlas, formulas or ex;pense constants, it must file the 
16 minimum· premium rules, formulas, or amounts it proposes to use. A copy of each 
17 filin~ submitted to the Commissioner under subsections (e) and (~) of this section 
18 shall also be sent to the Bureau." 
19 Section 31. Effective September· 1, 1997, G.S. 58-36-lOO(b)(l) reads as 
20 rewritten: 
21 ·. 
22 
23 
24 
25 
26 rewritten: 

"(1) 'Expenses'. -- That portion of a rate attributable to acquisition, 
_field supervision, collection expenses, any tax levied by the State 
or by any political subdivision of the State. licensing costs, fees, 
and general expenses, as determined by the insurer." 

Section 32. Effective September 1, 1997, G.S. 58-36-lOO(c) reads as 

27 "(c) Except as provided in subsection (m) of this section, for workers' 
28 compensation and employers' liability insurance written in connection with workers' 
29 compensation insuranc~, the Bureau shall no longer develop or file advisory final 
30 rates that contain provisions for expenses (other than loss adjustment expenses) and 
31 profit. The Bureau shall instead develop and file for approval with the Commissioner, 
32 in accordance with this section, reference filings containing advisory prospective loss 
33 costs and the underlying loss data and other supporting statistical and actuarial 
34 information for any calculations or assumptions underlying these loss costs. Loss-
35 based assessments, e.ny te le'v'iea ey the State er afty pelitieal sttedivisieft ef the 
36 State, lieensing easts, e.na fees assessments will be included in prospective loss costs. 11 

37 PART V. INSURANCE COMPANY FINANCIAL OPERATIONS. . 
38 Section 33. G.S. 58-5-63(a) reads as rewritten: 
39 "(a) All insurance companies making deposits under this Article are entitled to 
40 interest on those aepesits, whieh shall remaift in the aepesit aeeettftts. deposits. The 
41 right to interest is subject to a company paying its insurance policy liabilities. If any 
42 - company fails to pay those liabilities, interest accruing after the failure is payable to 
43 the Commissioner for the payment of those liabilities under subsection (b) of this 
44 section. 11 
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"1 Section 34. G.S. 58-7-21(a) reads as rewritten: 
2 "(a) As used in this section and in G.S. S8 7 26, S8 7 30, afl:e S8 7 31: 58-7-26 and 
3 G.S. 58-7-30: '· 
4 · (1) 'Reinsurance' means a transfer of insurance risk from a ceding 

insurer to an assuming insurer. 5 
6 
7 
8 
9 

10 
11 
12 
13 · 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
.36 
37 
38 
39 
40 
41 
42 
43 
44 
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(2) 

--~ 

'Insurance risk' means an uncertainty regarding the ultimate 
amount of any claim payment (underwriting risk) or an 
uncertainty regarding the timing of the payments (timing risk), or 
both." . 

Section 35. G.S. 58-7-3l(b)(3) reads as rewritten: 
"(3) The. ce~g insurer is required to reimburse the reinsurer for 

negative experience under the reinsurance agreement; except that 
neither offsetting experience refunds against current and prior 
years' losses under the reinsurance agreement nor payment by the 
ceding insurer of an amount equal to the current and prior years' 
losses under the reinsurance agreement upon voluntary 
termination of in-force reinsurance by the ceding insurer are a 
reimbursement to the reinsurer for negative experience. 
Voluntary termination does not include situations where 
termination occurs because of unreasonable provisions that allow 
the reinsurer to reduce its risk or increase its risk charge under 
the reinsurance agreement." 

Section 36. G.S. 58-7-3l(d)(l) reads· as rewritten: 
"(1) Reinsurance agreements entered into after October 1, 1993, that 

involve the reinsurance of business issued f'Fier te before the 
effective date of the reinsurance agreements, along with any 
subsequent amendments thereto, shall be filed by the ceding 
company with the Commissioner within 30 days after its date of 
execution. Each filing shall include data detailing the fiBal ifflf'Bet 
financial effect of the transaction. The ceding insurer's actuary 
who signs the financial statement actuarial opinion with respect to 
valuation of reserves shall consider this statttte section and any 
applicable actuarial standards of practice when determining the 
proper credit in financial statements filed with the Commissioner. 
The actuary sltettle shall maintain adequate documentation and 
be prepared upon request to describe the actuarial work 
performed for inclusion in the financial statements and to 
demonstrate that Stteh that work conforms to this statttte. section." 

Section 37. G.S. 58-7-173(12) reads as rewritten: 
"(12) Secured obligations of duly constituted churches and of church­

holding companies; and the cost of investments made under this 
subdivision shall not exceed the lesser of one percent (1 % ) of the 
insurer's admitted assets ei m: five percent (5%) of the insurer's 
capital and surplus." 
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1 Section 38. The catchline of G.S. 58-7-177 reads as rewritten: 
2 11 § S8-7-177. Investments in stthsidiaries and affiliated eerperatiens. subsidiaries. 11 

3 Section 39. G.S. 58-8-5(a)(3) reads as rewritten: 
· 4 11 (3) Said effieers sha.H eattse said eerti.fieate te ee f'tt'elished eftee a 

5 week fer twe eeftseettttve weeks ift a Bewspaper ift Raleigh aftd ift 
6. t:he eeiuiey where the eemf'aity's prifteif,al effiee is leeated, er 
7 pested at the eettrthettse deer tf fte newspaper ee f'tt'elished 
8 ____ // within tlte eetlftty. Said printed er pested netiees shall ee in stteh 
9 ---- fef'ffl and ef stteh size as the Cemmissiener may 8:flf'reve, and in 

1 O additien te setting ferth in full the eertifieate re~ttired in 
11 stt'edi~sien (2) sha.H state that af':plieatien fer amendiftg the 
12 eemf)any's eharter iti tll:c maftftef SJ3eei.fica has ecen J3feJ3escd ey 
13 the eeara ef aireeters, afta shaH e:l:se state th.e time set fer a 
14 meeting ef 13elieyhelders thereey ea·lled te ee hela at the 
15 :pritieipal effiee ef the eem13any te take aetien en the 13re13esea 
16 amenament. A tree eef'y ef stteli netiee shall ee filea with the 
17 Cemmissiencr, and alse 'With that effieial whe pefferms the 
18 fttnetiens ef Cemmissiener in eaeh state. where tlle eemJ'afty is 
19 lieensea te de eusiness. · Stteh ptt'elieatien aRd filiRg ef Betiees 
20 sllaH ee eempleted at least 30 clays :Prier te tlle a.ate set therein 
21 ·. fer tlle meeting ef pelieyllelders anel eltte preef thereef shaH ee 
22 filed with the Cemmissiener at least 15 clays :Prier te the a.ate ef 
23 stteh meetmg. If the meeting at which the proposed amendment 
24 is to be considered is a special meeting, rather than a regular 
25 annual meeting of policyholders, stteh speeial that meeting can be 
26 called only after the Commissioner has given his approval in 
27 Wfiting, and the f'tI~lished netiee shall she¥t' t:he fa.et ef stteh 
28 appreval; writini:11 

29 Section 40. G .S. 58-8-25 reads as rewritten: 
30 11 § 58-8-25. Dividends to policyholders. 
31 (a) Any participating or dividend-paying company, stock or mutual or foreign or 
32 domestic, that writes other than life insurance or workers' compensation insurance 
33 and employers' liability insurance in connection therewith, may declare and pay a 
34 dividend to policyholders from its sttrpltts, unassigned surplus as reflected in the 
35 company's most recent annual or guarterly statement filed with the Commissioner. 
36 which shall include only its surplus in excess of any required minimum surplus. No 
37 such dividend shall be paid unless it is fair and equitable and for the best interest of 
38 the company and its policyholders. In declaring any dividend to its policyholders, any 
39 such company may make reasonable classifications of policies expiring during a fixed 
40 period, upon the basis of each general kind of insurance covered by Stteh- those 
41 policies and by territorial divisions of the location of risks by states, except that in 
42 · fixing the amount of dividends to be paid on each general kind of insurance, whieli 
43 the dividends shall be uniform in rate and applicable to the majority of risks within 
44 Stteh- that general kind of insurance, and exceptions may be made as to any class or 
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1 classes of risk and a different rate or amount of dividends paid on Stteft the class or 
2 classes if the conditions applicable to Stteft the class or classes differ substantially from 
3 the condition applicable to the kind of insurance as a whole. Every such company 
4 shall have an equal rate of dividend for the same term on all policies insuring risks in 
5 the same classification. The payment of dividends to policyholders shall not be 
6 contingent upon the maintenance or renewal of the policy. All dividends shall be 
7 paid to the policyholder unless a written assignment tllefeef ee of those dividends is 
8 executed. Neithe,r the payment of dividends nor the rate tllefeef of the dividends may 
9 be guaranteed/by any company, or its agent, :prief te before the declaration of the 

10 dividend by the board of directors of Stteft the company. The holders of policies of 
11 insurance issued by a· ce>mpany in compliance with the orders of any public official, 
12 bureau or committee, in conformity with any statutory requirement or voluntary 
13 ·arrangement, for the issuance of insurance to risks not otherwise acceptable to the 
14 company, may be established as a separate class of risks. 
15 (b) Any participating or dividend-paying company, stock or mutual or foreign or 
16 domestic, that writes workers' compensation insurance and employers' liability 
17 insurance in connection therewith may declare and pay a dividend to policyholders 
18 from its -Stt~lt1s, unassi~ed surplus as reflected in the company's most recent 
19 statement filed with the Commissioner under G.S. 58-2-165, which shall include only 
20 its surplus in excess of any required minimum surplus. No such .dividend shall be 
21 paid unless it is fair and equitable and for the best interest of the company and its 
22 policyhplders.- In declaring any dividend to its policyholders, any such company may 
23 make reasonable classifications of policies expiring during a fixed period. The 
24 payment of dividends to policyholders shall not be contingent upon the maintenance 
25 or renewal of the policy. All dividends shall be paid to the policyholder unless a 
26 written assignment tllefeef ee of those dividends is executed. Neither the payment of 
27 dividends nor the rate t'hefeef of the dividends may be guaranteed by any company, 
28 or its agent, J3fief te before the declaration of the dividend by the board of directors 
29 of Stteft the company. The holders of policies of insurance issued by a company in 
30 compliance with the orders of any public official, bureau, or committee, in 
31 conformity-with any statutory requirement or voluntary arrangement, for the issuance 
32 .of insurance to risks not otherwise acceptable to the company, may be established as 

· 33 a separate class of risks. 11 

34 Section 41. G.S. 58-9-6(a) reads as rewritten: 
35 11 (a) The Commissioner shall issue an intermediary license or an exemption from 
36 the license. subject to G.S. 58-9-2(b)(2) or G.S. 58-9-2(c)(3), to any person who has 
37 complied with the requirements of this Article. A license issued to a noncorporate 
38 entity authorizes all of the members of the entity and any designated employees to act 
39 as intermediaries under the license, and those persons shall be named in the 
40 application and any supplements. A license issued to a corporation authorizes all of 
41 the officers and any designated employees and directors of the corporation to act as 
42 intermediaries on behalf of the corporation, and those persons shall be named in the 
43 application and any supplements. 11 

44 · Section 42. G.S. 58-9-ll(b) reads as.rewritten: 
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1 "(b) An insurer shall not engage the services of any person to act as a broker on 
2 its behalf unless the person is licensed ttftcler G.S. 58 9 6. or exempted under this 
3 Article, An insurer shall not employ an individual who is employed by a broker with 
4 which it transacts business, unless the broker is under common control with the 
5 insurer under Article 19 of this Chapter." 
6 Section 43. G.S. 58-9-21(a) reads as rewritten: 
7 "(a) A reinsurer shall not engage the services of any person to act as a manager 
8 on its beh!lf~ unless the person is licensed 1:tftcler G.S. S8 9 6. or exempted under this 
9 Article,"/ . . 

10 Sectio_n 44. G.S. 58-12-2(3) reads as rewritten: 
11 · 11(3) Dom~tic insurer. -- Any insurance company organized in this 
12 State under Miele 7 Article 7 or Article 15 of this Chapter." 
13 Section 45. G.S. 58-13-10 reads as rewritten: · 
14 "§ 58-13-10. Scope. 
15 W This Article applies to all domestic insurers and to all kinds of insurance 
16 written by those insurers ttftcler .s\rtieles 1 tltreuglt 66 of this Chapter. Foreign 
17 insurers ere te shall comply in substance with the requirements and limitations of this 
18 section .. Tltis Artiele eees net af'f'ly te variable eefttraets fer ,vltielt sef3arate eeeettHts 
19 are . reftttiree te ee maifttaiftee fter te stattttery clef36Sits tltat are reftttiree te ee 
20 maintaiftee ey iftSttranee regttlatery agefteies as a reftttiremeftt fer eein,g ettSifteSS ift 
21 ·. suelt juriseietieHs. 
22 (b) · This Article does not apply to: 
23 ill Variable contracts for which separate accounts are reguired to be 
24 maintained, 
25 ill Statutory deposits that are reguired to be maintained by 
26 insurance regulatory agencies as a reguirement for doing business. 
27 ill Real estate authorized under G.S. 58-7-187 and encumbered by a 
28 mortgage loan with a first lien. 11 

29 Section 46. G .S. 58-13-15 reads as rewritten: 
30 11 § 58-13-15. Definitions. 
31 As used in this Article: 
32 (1) 'Assets' means all property, real or personal, tangible or 
33 intangible, legal or equitable, owned by _an insurer. 
34 (2) 'Claimants' means any owners, beneficiaries, assignees, certificate 
35 holders, or third-party beneficiaries of any insurance benefit or 
36 right arising out of and within the coverage of an insurance policy 
37 covered by this Article. 
38 (3) 'Reserve assets' means those assets of an insurer that are 
39 authorized investments for policy reserves in accordance with 
40 Artieles 1 tltt=euglt 64 ef tltis Cltaf3ter aftcl G.S. 58 65 95. this 
41 Chapter. · 
42 · (4) 'Policyholder-related liabilities' means those liabilities that are 
43 required to be established by an insurer for all of its outstanding 
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1 -. insurance policies in accordance with .At:tieles 1 th:fettgh 64 ef 
2 tms Ch&f'tef e.ne G.S. S8 6S 9S. this Chapter." 
3 Section 47. G.S. 58-13-20{b) reads as rewritten: 
4 "{b) The Commissioner has the right te may examine any of stteh these assets, 
5 reinsurance agreements, or deposit arrangements at any time in accordance with ftis. 
6 the Commissioner's authority to make examinations of insurers as conferred by other 
7 provisions ef Mieles 1 tffl'ettgB 64 of this Chapter." 
8 Section 48. G.S. 58-19-5(5) reads as rewritten: 
9 · - -- " ( 5)/ 'Person' m:eans an individual, corporation, partnership, limited 

10 liability company, association, joint stock company, trust, 
11 unincorporated organization, or any similar entity or any 
12 · combination of the foregoing acting in concert." 
13 Section 49. G.S. 58-19-lO{b){l) reads as rewritten: 
14 "(1) Invest, in common stock, preferred stock, debt obligations, and 
15 other securities of one or more subsidiaries, amounts that do not 
16 exceed the lesser of ten percent (10%) of sttelt the insurer's 
17 admitted assets or fifty percent {50%) of sttelt the insurer's 
18 s~lus as regards policyholders, provided that after sttelt those· 
19 investments, the insurer's surplus as regards policyholders will be 
20 reasonable in relation to the insurer~s outstanding liabilities and 
21 adequate to its financial needs. In calculating the amount of sttelt 
22 the investments, investments in domestic or foreign insurance 
23 subsidiaries and health maintenance organizations shall be 
24 excluded, and there shall be included: (i) total net monies or 
25 other consideration expended and obligations assumed in the 
26 acquisition or formation of a subsidiary, including all 
27 organizational expenses and contributions to capital and surplus 
28 of sttelt the subsidiary whether or not represented by the purchase 
29 of capital stock or issuance of other securities; and (ii) all 
30 amounts expended in acquiring additional common stock, 
31 preferred stock, debt obligations, and other securities, and all 
32 contributions to the capital or surplus, of a subsidiary subsequent 
· 33 to its acquisition or formation;". 
34 PART VI. HANDICAPPED PERSONS. 
35 Section 50. G.S. 168-10 reads as rewritten: 
36 "§ 168-10. Eliminate discrimination in treatment of handicapped and disabled. 
37 Each handicapped person shall have the same consideration as any other person 
38 for individual accident and health insurance coverage, and no insurer, service 
39 corporation, multiple employer welfare arrangement. or health maintenance 
40 organization subject to Chapter 58 of the General Statutes solely on the basis of Stleft-
41 the person's handicap, shall deny sttelt coverage or benefits. The availability of Stleft-
42 iftsttf&Bee coverage or benefits shall not be denied solely ette te because of the 
43 he.BEiiee.fJ, 1:3rev1Elee, hewevef, that ne stteh iBsttrer shall ee fJreBieiteEl frem exelttEiiBg 
44 ey waiver er etftefWise, any fJre existiBg eeBEiitieBs frem stteft eeverage a.BEi ftlrtBer 

. ' 
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1 :pfarnaea tltat. handicap; however, any such insurer may charge the appropriate 
2 premiums or fees for the risk insured on the same basis and conditions as insurance 
3 issued to other :pefsans. persons. in accordance with actuarial and underwriting 
4 principles prescribed in Chapter 58 of the General Statutes. Natliing eaftt&inea 
5 liefeift af iH tlftY atlief statttte sliaH festfiet af :pfeelttae any insttfef gavefHea ey 
6. Cha:ptef 58 af tlie G enefal Stattttes ffam setting ana elt&fgiHg a :pfemittm af fee eased 
7 tt:pan tlie elass ar elasscs af risks ana aft sattna aetttarial ana ttndefWfiting :prineif'les 
8 as aetefffl:!_!lea ey sttelt insttrer, ar ffam a:p:plying its regttlar ttndefWfiting staHdards 
9 a:p:pHeaele ta aH elasses af risks. The 13ravisians af tliis seetiaH sltall a:r,:r,ly ta eatlt 

10 earparatiaftS gar;efflea ey Clia:pter 58 af tfte General Stattttes." 
11 Section 51. G.S. 168-22(b) reads as rewritten: 
12 "(b) A family care home sltaH ee is deemed a residential use of property for the 

· 13 purposes of determining charges or assessments imposed by political subdivisions or . 
14 businesses for water, sewer, power, telephone service, cable television, garbage and 
15 trash collection, repairs or improvements to roads, streets, and sidewalks, and other 
16 services, utilities, and im:prevemeHts, ana fer :pttr;peses ef elasstfieatiaft fer iHsttra:Hee . 
. 17 improvements." 

. 18 PART VII. AUTOMOBILE INSURANCE. 
19 Section 52. G.S. 58-36-75(c) is repealed. 
20 Section 53. G.S. 58-36-85(a) reads as rewritten: 
21 ·. "(a) Definitions. -- The following definitions apply in this section: 
22 (1) Policy. -- A nonfleet private passenger motor vehicle_ liability 
23 insurance policy, including· a :peliey one that provides medical 
24 payments, uninsured motorist, or underinsured motorist coverage, 
25 whese Hames insttrea is eBc iBaividttal ar twe er mere 
26 iBail'.fiattals Wfte resiae i:ft the same hattselta}d. that is under the 
27 jurisdiction of the Rate Bureau. 
28 (2) Terminate. -- To cancel or refuse to renew a policy." 
29 Section 54. G.S. 58-37-40(t) reads as rewritten: 
30 "(f) The plan of operation shall provide that every member shall, following 
31 payment of any pro rata assessment, ee:mmeftee begin recoupment of that assessment 
32 by way of a surcharge on motor vehicle insurance policies issued by the member or 
33 through the Facility until the assessment has been recouped. 5tteft. The surcharge 
34 shall be a percentage of premium adopted by the Board of Governors of the Facility; 
35 and the charges determined on the basis of the surcharge shall be combined with and 
36 displayed as a part of the applicable premium charges. Pravidea, hawevef, that 
37. reeatt:pmeftt Recoupment of losses sustained by the Facility siHee Se:r,temeef 1, 1977, 
38 with respect to nonfleet private- passenger motor vehicles may be recouped only by 
39 surcharging policies ~ that are subject to the classification plan :r,ramttlgatea 
40 :r,ttrsttaBt te G .S. 58 36 65 a.Ba (ii) te whieli eHe er mere ariving reeard :r,eiHts ltave 
41 eeen assigBea :r,ttrsttaftt te saia :r,laH, sttejeet te the :r,raYisieHs ef G.S. 58 36 75. under 
42. G.S. 58-36-65. If the amount collected during the period of surcharge exceeds 
43 assessments paid by the member to the Facility, the member shall pay over the excess 
44 to the Facility on a date specified by the Board of Governors. If the amount collected 
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1 during the period· _of surcharge is less than the assessments paid by the member to the 
2 Facility, the Facility shall pay the difference to the member. Except as hereinafter 
3 prer-lieee, otherwise provided in this Article, the amount of recoupment shall not be 
4 considered or treated as a rate or premium for any purpose. The Board of Governors 
5 shall .adopt and implement a plan for compensation of agents of Facility members 
6 when ·recoupment surcharges are imposed; sttelt that compensation shall not exceed 
7 the compensation or commission rate normally paid to the agent for the issuance or 
8 renewal· of the~ automobile liability policy issued through the North Carolina 
9 Reinsurance-··-Facility affected by stteh sttreharge; prerneee, hev.iever, th.at the 

10 surchar~e. However, the surcharge provided for in this section shall include an 
11 amount necessary to recover the amount of the assessment to member companies and 
12 the compensation ·paid by each member, pttrsttant te under this section, to agents. 11 

13 Section 55. G.S. 58-37-35(b)(8) reads as rewritten: 
14 11 (8) To establish fair and reasonable procedures for the sharing among 
15 members of any loss on Facility business whieh that cannot be 
16 recouped J''tlfSttftftt te under G.S. 58-37-40(f) or "¥.lftieh eftftnet ee 
17 reeettf}ee er aHeeatee ttneer G.S. S8 37 7S, allocated, and other 
18 ~osts, charges, expenses, liabilities, income, .property and other· 
19 assets of the Facility and for assessing or distributing to members 
20 their appropriate shares. Sttelt The shares may be based on the 
21 member's premiums for voluntary business for the appropriate 
22 category of motor vehicle insurance or by any other fair and 

· 23 reasonable method. 11 

24 Section 56. G.S. 58-37-35(1) reads as rewritten: 
25 11 (1) The classifications, rules, rates, rating plans and policy forms used on 
26 motor vehicle insurance policies reinsured by the Facility may be made by the 
27 Facility or by any licensed or statutory rating organization or bureau on its behalf and 
28 shall be filed with the Commissioner. The Board of Governors shall establish a 
29 separate subclassification within the Facility for 'clean risks' as hereift eeaftee. risks', 
30 For the purpose of this Article, a 'clean risk' shall ee is any owner of a nonfleet 
31 private passenger motor vehicle as defined in G.S. 58-40-10, if the owner, principal 
32 operator, ·and each licensed operator in the owner's household have two years' 

· 33 driving experience as licensed drivers and if none of the persons has been assigned 
34 any Safe Driver Incentive Plan points under Article 36 of this Chapter during the 
35 three-year period immediately preceding either (i) the date of application for a motor 
36 vehicle insurance policy or (ii) the date of preparation of a renewal of a motor 
37 vehicle insurance policy. Sttelt The filings may incorporate by reference any other 
38 material on file with the Commissioner. Rates shall be neither excessive, inadequate 
39 nor unfairly discriminatory; If the Commissioner finds, after a hearing, that a rate is 
40 either excessive, inadequate or unfairly discriminatory, he the Commissioner shall 
41 issue an order specifying in what respect it is deficient and stating when, within a 
42 reasonable period thereafter, stteh rate shall ee seemed the rate is no longer effective. 
43 S&ie The order is subject to judicial review as set out in Article 2 of this Chapter. 
44 Pending judicial review of sate- the order, _the filed classification plan and the filed 

Page 18 Senate Bill 843 



I 
I 
l 

• 

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997 

1 rates may be· used, charged and collected in the same manner as set out in G.S. 
2 58-40-45 of this Chapter. Sate The order shall not affect any contract or policy made 
3 or issued i,rier' te before the expiration of the period set forth in the order. All rates 
4 shall be on an actuarially sound basis and shall be calculated, insofar as is possible, to 
5 produce neither a ·profit nor a loss. However, the rates made by or on behalf of the 
6 Facility with respect to 'clean risks', as ElefifteEl e:eeve, risks' shall not exceed the 
7 rates charged 'clean risks' who are not reinsured in the Facility. The difference 
8 between the,, actual rate charged and the actuarially sound and self-supporting rates 

----9 for. 'clean risks' reinsured in the Facility may be recouped in similar manner as 
10 assessmen~s i,ttrstt8:ftt te G.S. 58 37 49(t) er alleeateEl :pttrstt8:ftt te G.S. 58 37 75. under 
11 G.S. 58-37-40(0, Rates shall not include any factor for underwriting profit on Facility 
12 business, but shall provide an allowance for contingencies. There shall be a strong 
13 presumption that the rates and premiums for the business of the Facility are neither 
14 unreasonable nor excessive." 
15 Section 57. G.S. 58-37-75 is repealed. 
16 PART VIIl. WORKERS' COMPENSATION SELF-INSURANCE. 
17 Section 58. G.S. 58-50-60 reads as rewritten: 
18 "§ 58-50-60. Rul~ for precertification practices. 
19 (a) This section applies to all accident and health insurers under Articles 1 
20 through 64 of this Chapter, all third-party administrators and preferred provider 
21 ·. arrangements, all entities subject to Articles 65 through 67 of this Chapter, and all 
22 self-funded health. ee:Befit workers' compensation insurance plans. 
23 (b) The Commissioner shall adopt reasonable rules governing :preeertifieatiea 
24 J.'faetiees 8:ftel farms utilization review and .utilization review organizations affiliateEl 
25 that do business with the entities subject to this section." 
26 Section 59. G.S. 58-50-65(a) reads as rewritten: 
27 "(a) Nethi:Bg Except as provided in this subsection, nothing in Articles 50 through 
28 55 of this Chapter shall a:p:ply applies to er affeet any f'eliey ef liability or ·workers'· 
29 compensation i:Bsttr8:ftee, eJtee:pt that insurance policy. Except for G .S. 58-50-55(a), 
30 the provisions of G.S. 58 59 59 a.BEi stteseetie:Bs (e) a.BEi (e) ef G.S. 58 59 55 shall this 
31 Article ·and Articles 65 and 67 of this Chapter and any administrative rules adopted 
~2 under those . Articles relating to preferred providers and utilization review apply to 
33 f'elieies ef workers' compensation i:Bsttra:Bee. insurance policies and to individual 
34 and IP:OUp self-funded workers' compensation insurance plans. If there is any conflict 
35 between managed care rules adopted by the Commissioner under this Chapter and 
36 mana~ed care rules adopted by the Industrial Commission under G.S. 97-25.2, the 
37 Industrial Commission's rules govern. If there is any conflict between managed care 
38 provisions in this Chapter and in Chapter 97 of the General Statutes with respect to 
39 workers' compensation. the provisions in Chapter 97 govern." · · 
40 PART IX. CERTIFICATE OF AUTHORITY CONFORMING NAME CHANGE . 
41 Section 60. The phrase "certificate of authority" is deleted and replaced 
42 by the word "license" wherever it occurs in each of the following sections of the 
43 General Statutes: 
44 G.S. 58-4-15. Revocatiqn of certificate of authority. 
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1 G.S. 58-7-55. 
2 G.S. 58-7-70. 
3 G.S. 58-15-5. 

-. Exceptions to requirements of G.S. 58-7-50. 
Effects of redomestication. 
; Definitions. 

4 G.S. 58-16-35. Unauthorized Insurers Process Act. 
Organization. 5 G.S. 58-24-45. 

6 G.S. 58-24-145. Injunction -- Liquidation -- Receivership of domestic society. 
Transacting business without certificate of authority prohibited; 
exceptions. 

7 G.S. 58-28-5. 
8 . .,, 
9 G.S. 58-28-15~--- Validity of· acts or contracts of unauthorized company shall not 

impair obligation of contract as to the company; maintenance of 
suits; right to defend. 

10. 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

G.S. 58-28-45. 
G.S. 58-30-10. 
G .S. 58-30-55. 
G .S. 58-30-260: 

. · Uniform Unauthorized Insurers Act. 
Definitions. 
Condition on release from delinquency proceedings. 
Conservation of property of foreign or alien insurers found in this 
State. 

G.S. 58-33-132. Qualifications of instructors. 
G.S. 58-41-55. P~nalties; restitution. 
G.S. 58-48-35. Powers and duties of the Association. 
G.S. 58-48-45. Duties and powers of the Commissioner. 
G.S. 58-57-80. Penalties. 
PART X. RISK SHARING PLAN SUNSET EXTENSION. 

Section 61. G.S. 58-42".'55 reads as rewritten: 
"§ 58-42-55. Expiration. 

This· Article shaH 9t'ife expires on July 1, ~ 1222.:." 
PART XI. EFFECT OF HEADINGS. 

Section 62. The headings to the parts of this act are a convenience to the 
reader and are for reference only. The headings de;> not expand, limit, or define the' 
text of this act. 
PART XII. EFFECTIVE DATE. 

31 Section 63. Sections 30-32 of this act become effective September 1, 1997. 
32 The remainder of this act is effective when it becomes law. 
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NORTH CAROLINA GENERAL ASSEMBLY 
LEGISLATIVE ACTUARIAL NOTE 

BILL NUMBER: House Bill 1277 

SHORT TITLE: Fayetteville Public Works Retirement 

SPONSOR(S): Representative John William Hurley 

SYSTEM AFFECTED: Local Governmental Employees' Retirement System. 

FUNDS AFFECTED: Funds of City of Fayetteville Public Works Commission 

BILL SUMMARY: Allows the Public Works Commission of the City of Fayetteville to be a 
separate participating unit in the Local Governmental Employees' Retirement System rather than 
being included with the other employees of the City. 

EFFECTIVE DATE: When it becomes law. 

ESTIMATED IMPACT ON LOCAL GOVERNMENTS: The City of Fayetteville Public Works 
Commission will be required to pay the normal retirement cost of 4.80% of payroll plus an accrued 
liability contribution rate based on the liability that exists when participation begins. This accrued 
liability will be liquidated over a 24 years period. 

ASSUMPTIONS AND METHODOLOGY: 
Local Governmental Employees' Retirement System 
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions 
and actuarial methods used to prepare the December 31, 1996 actuarial valuation of the fund. The 
data included 104,454 active members with an annual payroll of $2.594 billion and 24,028 retired 
members in receipt of annual pensions totaling $227. 7 million. Significant actuarial assumptions 
used include (a) an investment return rate of 7.5%, (b) salary increase rate of 6.25%, (c) the 1979 
George B. Buck Mortality Tables for deaths in service and after retirement and (d) rates of 
separation from active service based on System experience. The actuarial cost method used was the 
projected benefit method with aggregate level normal cost and frozen accrued liability. Detailed 
information concerning these assumptions and methods is shown in the actuary's report which is 
available upon request from Stanley Moore. 

SOURCES OF DATA: System Actuary - Buck Consultant, Inc. 
General Assembly Actuary - Hartman & Associates, LLC 

FISCAL RESEARCH DIVISION The above information is provided in accordance with North 
Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of 
Representatives 

(919)733-4910 
PREPARED BY: Stanley Moore 
APPROVED BY: Tom Covington 

·~ 
DATE: May 28, 1998 
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Legislative Services Office George R. Hall, Legislative Services Officer 

(919) 733-7044 

Elaine W. Robinson, Director 
Administrative Division 
Room 5, Legislative Building 
16 W. Jones Street 
Raleigh, NC 27603-5925 
(919) 733-7500 

Gerry F. Cohen, Director 
Bill Drafting Division 
Suite 401, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-6660 

MEMORANDUM 

Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603·5925 
{919) 733-4910 

June 23, 1998 

TO: Representative Bobby H. Barbee, Chairman, 
House Pensions and Retirement Committee. 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
{919) 733-6834 

FROM: Karen Cochrane Brown, Committee CounselP--

RE: House Bill 1522 - Local/ State Purchase of Service. 

Terrence D. Sullivan, Director 
Research Division 
Suite 545, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
(919) 733-2578 

House Bill 1522 amends provisions in the laws governing the Local Governmental 
Employees' Retirement System and the Teachers' and State Employees' Retirement System to 
allow members of each System to purchase service rendered as a part-time employee in either 
System. .:. 

Currently, local government employees can purchase part-time service to a local 
governmental employer and a teacher oi state employee can purchase part-time service to an 
employer as defined in the State System, but an employee in either system may not purchase 
service rendered to an employer in the other system. 

This bill would amend the law to add service to employers in the State System to the law 
relating to the Local System and a similar provision adding service to employers in the local 
system to the law governing the State System. 

This act would become effective July 1, 1998. 

AN EQUAL OPPORTUNllY/AFFIRMAllVE ACTION EMPLOYER 
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HOUSE BILL 1525 

Short Title: Repeal Laurinburg Supp. Pension. 

Sponsors: Representative Yongue. 

1 

(Local) 

Referred to: Local and Regional Government I, if favorable, Pensions and 
Retirement. 

May 27, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO REPEAL THE ACT ESTABLISHING A SUPPLEMENTARY 
3 PENSION FUND FOR FIREMEN IN THE CITY OF LAURINBURG. 
4 
5 
6 

The General Assembly of North Carolina enacts: 
Section 1. Sections 1 through 7 of Chapter 1315 of the 1979 Session 

Laws are repealed. 
7 Section 2. All funds held by the Trustees of the Laurinburg Firemen's 
8 Supplemental Retirement Fund are transferred to the Board of Trustees of the Local 
9 Firemen's Relief Fund of the City of Laurinburg to be held and administered as 

10 provided in Article 86 of Chapter 58 of the General Statutes. 
11 Section 3. This act is effective when it becomes law. 
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NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Thursday, August 06, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

UNFAVORABLE AS TO BILL, BUT FAVORABLE AS TO SENA TE C.S. BILL 

H.B. 926 Preferred Provider Contracts 
Draft Number: PCS241 O-RN004 
Sequential Referral: None 
Recommended Referral: None 
Long Title Amended: Yes 

Committee Clerk Comment: None 

TOTAL REPORTED: 1 



MINUTES 

The Pensions&Retirement/ Insurance Committee met Wednesday, Aug. 5, 1998 at 10:00 
in room 1124 of the Legislative Building. There were 15 members in attendance 
including Sen. Jenkins, who presided .. 

Sen. Jenkins brought forward HB 926 Preferred Provider Contracts for consideration. 
The following public members spoke regarding different points of the bill: Alan Miles, 
American Insurance Assn., George Teague, Alliance of American Insurers, and Dascheil 
Propes, Dept. of Insurance. Sen. Odom sent forth an amendment. Sen. Carpenter moved 
for its acceptance. The motion carried and the amendment was rolled into a committee 
substitute. 

The meeting was adjourned. 

) 
ns, Chairman 
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HOUSE BILL 926 
Proposed Senate Committee Substitute H926-PCSA497-RN004 

Short Title: Insurance Law Changes. 

, · Sponsors: 

Referred to: 

April 14, 1997 

1 A BILL TO BE ENTITLED 

D 

(Public) 

2 AN ACT PERTAINING TO CHANGES IN THE INSURANCE LAWS AND 
3 RELATED LAWS. 
4 The General Assembly of North Carolina enacts: 
5 
6 CHARITABLE GIFT ANNUITIES 
7 Section 1. G.S. 58-3-5 reads as rewritten: 
8 "§ 58-3-5. No insurance contracts except under Articles 1 through 64 of this Chapter. 
9 W It Except as provided in subsection {b) of this section, it is unlawful for any 

10 company to make any contract of insurance upon or concerning any property or 
11 interest or lives in this State, or with any resident thereof, or for any person as 
12 insurance agent or insurance broker to make, negotiate, solicit, or in any manner aid 
13 in the transaction of such insurance, unless and except as authorized under· the 
14 provisions of Articles 1 though 64 of this Chapter. 
15 {b) A charitable organization as described in section 501(c)(3) or section 170(c) of 
16 the Internal Revenue Code or an educational institution may receive a transfer of 
17 property contingent upon its agreement to pay an annuity benefit of the transferor or 
18 the transferor's nominee without being subject to this Chapter if the following 
19 conditions are met: ~-
20 ill The organization or educational institution has been in active 
21 operation for a least five years. 
22 ill The organization or educational institution has reinsured. its 
23 liability under its annuity agreements with a licensed reinsurer and 
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1 has notified the Department of Insurance of the name of the 
2 reinsurer. 
3 ill The annuity a&reement contains the following disclosure clause: 
4 'This annuity is not issued by an insurance company, is not 
5 subject to re&ulation by the State of North Carolina, and is not 
6 protected or otherwise guaranteed by any government a&ency or 
7 insurance &uaranty fund.' 
8 (c) For purposes of this section, 'educational institution' means a school, academy. 
9 institute, colle&e, university, or other entity that maintains a faculty to provide 

10 instruction to students and that is principally funded on a continuing basis by 
11 appropriations from the State or a political subdivision of the State or that is subject 
12 to oversi&ht under Chapters 115C, 115D, or 116 of the General Statutes." 
13 
14 INSURANCE DISCRIMINATIONS AGAINST PUBLIC OFFICIALS 
15 Section 2. Article 3 of Chapter 58 of the General Statutes is amended by 
16 adding a new Article to read: 
17 "§ 58-3-27, Limitations on cancellation, nonrenewal, and refusal to insure with 
18 respect to public officials. 
19 (a) As used in this section, 'public office' means any office filled by election by 
20 the people on a statewide, county, municipal, or district basis. 
21 (b) An insurer that writes property or liability insurance in this State shall not: 
22 ill Cancel or refuse to issue or renew a policy solely on the basis that 
23 the policyholder holds a public office. 
24 ill Limit coverage under the policy solely on the basis that the 
25 policyholder holds a public office." 
26 
27 AVIATION INSURANCE 
28 Section 3. G.S. 58-21-10(8) reads as rewritten: 
29 "(8) 'Surplus lines insurance' means any insurance in this State of risks 
30 resident, located, or to be performed in this State, permitted to be 
31 placed through a surplus lines licensee with a nonadmitted insurer · 
32 eligible to accept such insurance, other than reinsurance, aviation . 
33 insurance, wet marine and transportation insurance, insurance 
34 independently procured pursuant to G.S. 58-28-5, life and accident 
35 or health insurance, and annuities." 
36 
37 HMO INSOLVENCY CLAIMS PRIORITIES 
38 Section 4. G.S. 58-30-220 reads as rewritten: 
39 "§ 58-30-220. Priority of distribution. 
40 The priority of distribution of claims from the insurer's estate shall be in 
41 accordance with the order in which each class of claims is set forth in this section. 
42 Every claim in each class shall be paid in full or adequate funds shall be retained for 
43 payment before the members of the next class receive any payment. No subcategories 
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1 shall be established within the categories m a class. The order of distribution of 
2 claims shall be: 
3 (1) The receiver's expenses for the administration and conservation of 

assets of the insurer. 4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

(2) 

(3) 

(4) 

(5) 

Claims or portions of claims for benefits under policies and for 
losses incurred, including claims of third parties under liability 
policies; claims of HMO enrollees and HMO enrollees' 
beneficiaries; claims for unearned premiums; claims for funds or 
consideration held under funding agreements, as defined in G .S. 
58-7-16; claims under life insurance and annuity policies, whether 
for death proceeds, annuity proceeds, or investment values; and 
claims of domestic and foreign guaranty associations, including . 
claims for the reasonable administrative expenses of domestic and 
foreign guaranty associations; but excluding claims of insurance 
pools, underwriting associations, or those arising out of reinsurance 
agreements, claims of other insurers for subrogation, and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages. 
For HMOs, claims of providers and participating providers, as 
defined in G.S. 58-67-5(h) and G.S. 58-67-5(1), who are obligated 
by statute, a~reement, or court order to hold enrollees harmless 
from liability for services provided and covered by an HMO. 
Claims of the federal or any state or local government or trucing 
authority, including claims for taxes. 
Compensation actually owing to employees other than officers of 
the insurer for services rendered within three months before the 
commencement of a delinquency proceeding against the insurer 
under this Article, but not exceeding one thousand dollars ($1,000) 
for each employee. In the discretion of the Commissioner, this 
compensation may be paid as soon as practicable after the 
proceeding has been commenced. This priority is in lieu of. any 
other similar priority that may be authorized by law as to wages or 
compensation of those employees. 
Claims of general creditors, including claims of insurance pools, 
underwriting associations, or those arising out of reinsurance 
agreements; claims of other insurers for subrogation; and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages. 

Section 5. G.S. 58-67-145 reads as rewritten: 
"§ 58-67-145. Rehabilitation, liquidation, or conservation of health maintenance 
organization. 

Any rehabilitation, liquidation or conservation of a . health maintenance 
organization shall be deemed to be the rehabilitation, liquidation, or conservation of 
an insurance company and shall be conducted under the supervision of the 
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1 Commissioner pursuant to the law governing the rehabilitation, liquidation, or 
2 conservation of insurance companies, except that the provisions of Articles 48 and 62 
3 of this Chapter shall not apply to health maintenance organizations. The 
4 Commissioner may apply for an order directing him to rehabilitate, liquidate, or 
5 conserve a health maintenance organization upon one or more grounds set out in 
6 Article 30 of this Chapter or when in his opinion the continued operation of the 
7 health maintenance organization would be hazardous either to the enrollees or to the 
8 people of this State. 
9 Fer the ptupese ef determiB:iBg the priority of distrietttieB: of gcfl:eral assets, elaims 

10 ef eftrellees efte elaims of eBrollees' eeHefieiaries have the same elaims' 13fiorities as 
11 este:elished ey G.S. 58 30 220, fer 13olieyholders afld ecHeficiaries of ether iflsttraftce 
12 eemt3efties. Any 13re"t'ider whe is eeligated ey stattttc, agreemeHt, er cettft order te 
13 held eBreHees harmless ffem liaeility fer services 13revided aftd covered ey &ft HMO 
14 :has a 13rierity ef distrietttioB Bext stteerdiBate to that of 13elicyhelders ttBder G.S. 
15 58 30 220, se that his stattts is after claims fer ttBearftccl premittms, ettt eefere claims 
16 ef geHeral creditors. Pro"t'iders whe are fl.et eeligatcd to helcl e1uellees harmless shall 
17 ee treatecl as geBeral erecliters afld shall pttrstte claims e.gaiftst etueHees lffl:til fiHal 
18 reseltttiefl ef the estate ef the liqtticleted HMO. 11 

19 
20 NCIUA TECHNICAL CORRECTION 
21 Section 6. G.S. 58-45-10 reads as rewritten: 
22 11 § 58-45-10. North Carolina Insurance Underwriting Association created. 
23 There is hereby created the North Carolina Insurance Underwriting Association, 
24 consisting of all insurers authorized to write and engage in writing within this State, 
25 on a direct basis, essential property insurance, · except town and county mutual 
26 insurance associations and assessable mutual companies as authorized by G.S. 58-7-
27 75(5)b, 58-7-75(5)d, and 58-7-75(7)b and except an insurer who only writes insurance 
28 in this State on property exempted from taxation by the provisions of G.S. 105 296 · 
29 ttftd 105 297. G.S. 105-278.1 throu~h G.S. 105-278.8. Every such insurer shall be a 
30 member of the Association and shall remain a member of the Association so long as 
31 the Association is in existence as a condition of its authority to continue to transact 
32 the business of insurance in this State. 11 

33 
34 CHILDREN'S HEALTH INSURANCE PORTABILITY 
35 Section 7. G.S. 58-68-30(c)(l) reads as rewritten: 
36 11 (1) Creditable coverage defined. -- For the purposes of this Article, 
37 "creditable coverage" means, with respect to an individual, 
38 coverage of the individual under any of the following: 
39 a. A self-funded employer group health plan under the 
40 Employee Retirement Income Security Act of 1974. 
41 b. Group or individual health insurance coverage. 
42 c. Part A or part B of title XVIII of the Social Security Act. 
43 d. Title XIX of the Social Security Act, other than coverage 
44 consisting solely of benefits under section 1928. 
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e. Chapter 55 of title 10, United States Code. 
f. A medical care program of the Indian Health Service or of a 

tribal organization. 
g. A State health benefits risk pool. 
h. A health plan offered under chapter 89 of title 5, United 

States Code. 
i. A public health plan (as defined in federal regulations). 
j. A health benefit plan under section 5( e) of the Peace Corps 

Act (22 U.S.C. § 2504(e)). 
k. The Health Insurance Program for Children established in 

Part 8 of Chapter 108A of the General Statutes, or any 
successor pro~ram. 

'Creditable coverage' does not include coverage consisting solely 
of coverage of excepted benefits." 

CONDOMINUIUM INSURANCE/INDIVIDUAL UNITS 
Section 8.(a) G.S. 47C-3-113(a) reads as rewritten: 

11 (a) Commencing not later than the time of the first conveyance of a unit to a 
person other than a declarant, the association shall maintain, to the extent available: 

(1) Property insurance on the common elements a.Rel ttH:its insuring 
against all risks of direct physical loss commonly insured against 
including fire and extended coverage perils. The total amount of 
insurance after application of any deductibles shall be not less than 
eighty percent (80%) of the replacement cost of the insured 
property at the time the insurance is purchased and at each 
renewal date, exclusive of land, excavations, foundations and other 
items normally excluded from property policies; and 

(2) Liability insurance in reasonable amounts, covering all occurrences 
commonly insured against death, bodily injury and property 
damage arising out of or in connection with the use, ownership, or 
maintenance of the common elements. 

{b) G.S. 47C-3-113{b) reads as rewritten: 
11 (b) The insttfe.nee mainte.incd ttflder sttadivisioH (a)(l) In the case of a building 

containin~ units havin~ horizontal boundaries described . in the declaration, the 
insurance maintained under subdivision (a)(l), to the extent reasonably available, 
shall include the units, but need not include improvements and betterments installed 
by unit owners. 11 

(c) G.S. 47C-3-113(c) reads as rewritten: 
11 

( c) If the insurance described in subsection (a) or (b) of this section is not 
reasonably available, the association promptly shall cause notice of that fact to be 
hand-delivered or sent prepaid by United States mail to all unit owners. The 
declaration may require the association to carry any other insurance, and the 
association in any event may carry any other insurance it deems appropriate to 
protect the association or the unit owners." 
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1 
2 SMALL EMPLOYER GROUP HEALTH INSURANCE 
3 Section 9. G.S. 58-50-110(14) reads as rewritten: 
4 "(14) 'Late enrollee' mcafl:s aft cligiele employee or depeHdeftt who 
5 req_ttests eHrollmetH ifl a health beHefit plaa of a small employer 
6 after the eHcl of the iHitial carollmcat period t3r0Yided ttRder t:ke 
7 terms of t:h:e health acRcfit t3lafl: iR effeet at the time the employee 
8 first eeeame eligiele; has the same meaning as defined in G.S. 58-
9 68-30(b)(2); provided that the initial enrollment period shall be a 

10 period of at least 30 consecutive calendar days. HoweYer, In 
11 addition to the special enrollment provisions in G.S. 58-68-30(0, 
12 an eligible employee or dependent shall not be considered a late 
13 enrollee under a small employer health benefit plan if: 
14 tr. The iRcliviclttal was eo¥erecl t1Hcler a ptielie or private 
15 health eeRefit plaR that proviclecl, at the time the 
16 iHdividtial was eligiele to eHroH, eeHefits eqttal to or 
17 exeeeeliftg the same reqttirecl level of eeHefits ifl the 
18 easie or staRclarcl ftealth eare f'laRs acloi,ted i,ttrsttaftt 
19 to G.S. 58 50 120 aflcl either tfte iHcliviclttal: 
20 -1-:- Lost eo·,rerage tiftcler &fl.other health i,lafl: as a 
21 resttlt of termiRatioR of emr,loymeRt, 
22 termiRa:tioR ef a spettse's health plaft eoverage, 
23 er the cleat'h. of a spottse or clivoree &fl.a 
24 reqttests eHrollmeHt iH a .h.ealt'h. eeBefit plafl 
25 with:iR 30 eays after termiHatieH ef eeverage 
26 J'fOVieed \:lfl:Sef afl:Otftef liealtft plaR, Of 
27 ih States, iR WfitiRg, e.ttriHg the etueUmeHt f'eried 
28 that eoverage ttfl:der aRether employer health:· 
29 eeftefit f'laft WElS the fCaSOft for eeelifliflg 
30 coverage, 
31 a.3,4. Repealed by Session Laws 1993, c. 529, s. 3.3. 
32 b. The individual elects a different health benefit plan· 
33 offered through the Alliance or by the small employer 
34 during an open enrollment period; 
35 e:- AH eligiele employee reqttests eftrollmeRt withift 30 
36 clays of eeeomiftg aft empleyee of a memeer small 
37 employer, 
38 d. A court has ordered coverage be provided for . a 
39 spouse or minor child under a covered employee's 
40 health benefit plan and the request for enrollment for 
41 a spouse is made within 30 days after issuance of the . 
42 court order. A minor child shall be enrolled in 
43 accordance with the requirements of G.S. 58 51 120; 
44 G.S. 58-51-120; or 
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1 ~ The iHdivai:dttal or employee efl:roHee makes a req_ttest 
2 fer Cfl:Fellmefl:t of the spottsc Of child ¥rithifl: 30 d~ys 
3 after the indir+<idttal's or employee's marriage or the 
4 'eirth, aeleptien, er plaecmcftt fer adoption of a diild." 
5 Section 10. G.S. 58-50-130(g) reads as rewritten: 
6 "(g) A small employer carrier shall make the information and documentation 
7 described in subsection ( e) of this section available to the Commissioner upon 
8 request. Except in cases of violations of this Act, the information is proprietary and 
9 trade secret information and is not subject to disclosure by the Commissioner to 

10 persons outside of the Department except as agreed to by the small employer carrier 
11 or as ordered by a court of competent jurisdiction. Nothin~ in this section affects the 
12 Commissioner's authority to approve rates before their use under G.S. 58-65-60(e) or . 
13. G.S. 58-67-50(c)." 
14 Section 11. G.S. 58-50-135(a) reads as rewritten: 
15 "(a) Every small employer carrier shall elect either to become a risk-assuming 
16 carrier and comply with the provisions of G.S. 58~50-140 or become a reinsuring 
17 carrier and comply with the provisions of G.S. 58-50-145. The election shall be 
18 binding for a five-year period except that the a newly licensed carrier's initial 
19 election sBall ee masc Mthifl: 60 clays after Jantte.ry 1, 1992, e.nEl shall be made for 
20 two years. The Commissioner may, for good cause, permit a carrier to modify its 
21 election during the five-year period. All carriers under common ownership or 
22 control must make the same election in this State; provided, however, that the 
23 Commissioner may, for good cause, permit an affiliated carrier to make a separate 
24 election." 
25 
26 MEDICARE SUPPLE:MENT INSURANCE 
27 Section 12. G.S. 58-54-25 reads as rewritten: 
28 "§ 58-54-25. Disclosure standards. 
29 (a) In order to provide for full and fair disclosure in the sale of policies, no policy 
30 or certificate shall be delivered in this State unless an outline of coverage is delivered 
31 to the applicant at the time application is made. 
32 {b) The Commissioner shall prescribe the format and content of the outline of 
33 coverage required by subsection (a) of this section. For purposes of this section, 
34 "format" means style, arrangement, and overall appearance, including such items as 
35 the size, color, and prominence of type and arrangement of text and captions. Such 
36 outline of coverage shall include: 
37 (1) A description of the principal benefits and coverage provided in 
38 the policy; 
39 (2) A statement of the exceptions, reductions, and limitations 
40 contained in the policy; 
41 (3) A statement of the renewal provisions, including any reservation by 
42 the insurer of a right to change premiums; and 
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(4) A statement that the outline of coverage is a summary of the policy 
issued or applied for and that the policy should be consulted to 
determine governing contractual provisions. 

( c) The Commissioner may prescribe by rule a standard form and the contents of 
an informational brochure for persons eligible for Medicare, which is intended to 
improve the buyer's ability to select the most appropriate coverage and improve the 
buyer's understanding of Medicare. Except in the case of direct response insurance 
policies, the Commissioner may require by rule that the information brochure be 
provided to any prospective insured eligible for Medicare concurrently with delivery 
of the outline of coverage. With respect to direct response insurance policies, the 
Commissioner may require by rule that the prescribed brochure be provided upon 
request to any prospective insured eligible for Medicare, but in no event later than 
the time of policy delivery. 

( d) The Commissioner may adopt rules for captions or notice requirements, 
determined to be in the public interest and designed to inform prospective insureds 
that particular insurance coverages are not Medicare supplement coverages, for all 
accident and health insurance policies sold to persons eligible for Medicare, other 
than: Medicare supplement policies; disability income policies; basic, catastrophic, or 
major medical expense policies; or single premium, nonrenewable policies. 

(e) The Commissioner may further adopt rules to govern the full and fair 
disclosure of the information in connection with the replacement of accident and 
health insurance policies, subscriber contracts, or certificates by persons eligible for 
Medicare. 

24 (0 No insurer shall use attained age as a structure or methodology for its 
25 Medicare supplement insurance rates unless the structure or methodolo~ is fully 
26 disclosed to the applicant at the time of application or to the insured at the time of 
27 delivery if the purchase is by mail order. All types of solicitation materials shall 
28 clearly indicate that the premiums are based on attained age, which means that those· 
29 premiums will increase each year. The Commissioner shall prescribe by rule the 
30 format and content of the attained age rating disclosure notice. The notice shall 
31 include: 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

ill A statement that attained age rating means that rates increase as· 

ill 
the insured ages or by the age group in which the insured is. 
An illustration based on actual attained age that states the dollar 
amount of premium increase for the insured over a period of not 
less than 10 policy years and that displays the life expectancy of 
the insured at the beginning of the period. 
A statement that premiums for other Medicare supplement policies 
that are on issue age bases do not increase as the insured ages. 
A statement that other Medicare supplement policies that are on 
issue age bases should be compared to policies on attained age . 
bases." 

Section 13. Article 54 of Chapter 58 of the General Statutes is amended 
by adding two new sections to read: 
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1 11 § 58-54-45. By reason of disability. 
2 In addition to any rule adopted under this Article that is directly or indirectly 
3 related to open enrollment. an insurer shall at least make standardized Medicare 
4 Supplement Plan A available to persons eligible for Medicare by reason of disability 
5 before age 65. This action shall be taken without regard to medical condition, claims 
6 experience, or health status. To be eligible, a person must submit an application 
7 during the six-month period beginning with the first month the person first enrolls in 
8 Medicare Part B. 
9 11 § 58-54-50. Rules for compliance with federal law and regulations. 

10 The Commissioner may adopt rules necessary to conform Medicare supplement 
11 policies and certificates to the requirements of federal law and regulations, including: 
12 ill Requiring refunds or credits if the policies or certificates do not . 
13 meet loss ratio reguirements. 
14 ill Establishing a uniform methodology for calculating and reporting 
15 loss ratios. 
16 ill Assuring public access to policies, premiums, and loss ratio 
f 7 information of issuers of Medicare supplement insurance. 
18 ~ Establishing standards for Medicare Select policies and 
19 certificates. 11 

20 
21 LIFE INSURANCE ILLUSTRATIONS 
22 Section 14. O.S. 58-60-5 reads as rewritten: 
23 11 § 58-60-5. Scope of Article; exemptions. 
24 (a) Except as 'h.ereafter e,cempteel, otherwise provided in this Article, this Article 
25 s'h.all apply a1miies to any solicitation, negotiation or procurement of life insurance 
26 occurring within this State. This Article s'h.ell apply applies to any issuer of g life 
27 insurance cofttract contract. including fraternal benefit societies. 
28 (b) Unless otherwise specifically included, this Article Sftft11. does not apply to: · 
29 (1) Annuities, 
30 (2) Credit life insurance, 
31 (3) Group life insurance, 
32 ( 4) Life insurance policies issued in connection with pension and 
33 welfare plan's as defined by and w'h.ieli that are subject to the 
34 federal Employee Retirement · Income Security Act of 1974 
35 (ERISA), 
36 (5) Variable life insurance under which the death benefits and cash 
37 values vary in accordance with unit values of investments held in a 
38 separate account. 
39 (c) The policy summary in· this Article is not reguired for policies that are sold 
40 subject to rules adopted by the Commissioner for life insurance illustrations. 11 

41 
42 CIVIL PENALTY LAW CHANGES 
43 Section 15. G .S. 58-2-70 reads as rewritten: 
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1 "§ 58-2-70. Civil penalties or restitution for violations; sttmn1a1J suspension of license 
2 er eertifieete. administrative procedure. 
3 (a) This section applies to any person who is subject to licensure or certification 
4 under tlie f)fOYisioH:s of Aftieles 1 tfl.rnttgl\ 64, 65 e.H:d .66, 67, 69, 70, or 71 of this 
5 Chapter .. 
6 (b) Whenever the Commissioner has reason to believe that any person has 
7 violated any of the provisions of tlie ste.t1:1tes eited ifl sueseetieft (a.) ef this seetioft, 
8 this Chapter, and the violation subjects the license or certification of that person to 
9 suspension or revocation, or wlieftever tlie CofflfflissioH:er has ree.soft to eelieYe that 

10 ttfty f)ersoft has v-iole.ted 2~tiele 63 of tliis Che.f)ter, the CofflfflissioH:er may iss1:1e aftd 
11 serve ttf)Oft tha.t f)ersoft a wt'itteft ste.temeftt of ehe.rges e.Hd a 'Wf'itteft H:Otiee of .hee.riftg, 
12 to ee .held e.t tt tiffle ttftd f)laee fixed ifl tlie ftotice. The date for the hee.riftg shall H:et 
13 ee less the.fl 10 de.ys after tlie de.te of seFVice. It shall ee sttfficieHt to giYe s1:1eli Hotiee 
14 either 'ey deliYeriH:g it to the f)ersoft charged or ey seH:diH:g the H:otiee to the le.st 
15 k.fl:OWft e.adress of that f)erseft ey certified ffle.il, ret1:1rft reeeif)t req1:1ested. At the time 
16 ttfta f'laee fllea fer the hea.riRg the f)ersoR charges shall have ttft Of)f'OFtttH:ity to 
17 aft!Wler the eha.rges against hiffl aftd f'FeseRt evideRee oft his eelie.lf. Uf'OH geed ca.use 
18 's.heWft, the Cofflmissiefter ffle.y f)efffl:it aRy e.dversely e.ffeetea f3ersoft to ifltefVefte, 
19 af)f)ee.r, e.H:d 'ee hear El a.t the lieariftg ey eettftsel er ift f'ersoft. The Ceffl:ffl:issiofter may 
20 eoftsolide.te tt hettriH:g ttftder tliis seetieft witli e. hea.riftg a.Hewed ttftder G.S. S8 63 25 
21 where tliere is eofflffl:Oft sttejeet fflatter iH:veked .e.H:d sttejeet to proeeelttral 
22 reEJ:ttiremeftts set ettt ifl eeth seetiefts eeiRg fellewed. the Commissioner may, after 
23 notice and opportunity for a hearin~. proceed under the appropriate subsections of 
24 this section. 
25 ( c) 1ft aRy ease wheFe a heaFiftg pttrsttaftt to stteseetieft (e) ef tH.is seetieft resttlts ift 
26 the fiRaiftgs ey the Commissiofter of If, under subsection (b) of this section, the 
27 Commissioner finds a violation of afty of the f't'Ovisiofts of the stattttes cites iR 
28 sttesectioR (a) of this seetioft, aH:d tlie viole.tioft sttejeets tlie lieeHse or eertifieatioH ef 
29 that perseft to sttsf)eftsieft er revoee.tieft, er fiH:diH:gs ey t.ke CefflfflissioH:er of e. 
30 violatieft of 21\rtiele 63 of this Chapter, the Commissioner may, in addition to or Ht 
31 liett instead of suspending or revoking the license or certification, order the payment 
32 of a monetary penalty as provided in subsection ( d) of this section or &f):ply to· 
33 petition the Superior Court of Wake County for an order directing payment of 
34 restitution as provided in subsection (e) of this section, or both. Each day during 
35 which a violation occurs she.II eeftstitttte constitutes a separate effeftse. violation. 
36 ( d) U:peH: a fifteliftg ey the Cofflfflissiofter ef s. YielatieH s.s Sf'eeifiee ifl If the 
37 Commissioner orders the payment of a monetary penalty pursuant to subsection (c) 
38 of this section, the Commissioftef sliall direct the f:'8.Yffleftt of e. penalty ef Bet shall 
39 not be less than one hundred dollars ($100.00) nor more than one thousand dollars 
40 ($1,000). In determining the amount of the penalty, the Commissioner shall consider 
41 the degree and extent of harm caused by the violation, the amount of money that. 
42 inured to the benefit of the violator as a result of the violation, whether the violation 
43 was committed willfully, and the prior record of the violator in complying or failing 
44 to comply with laws, rules, or orders applicable to the violator. The penalty shall be 
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1 payable to the Commissioner, who shall then forward the clear proceeds of which to 
2 the State Treasurer for deposit in the General Fund of the State. Payment of the 
3 civil penalty under this section shall be in addition to payment of any other penalty 
4 for a violation of the criminal laws of this State. 
5 ( e) Upon a:pplieatieH petition of the Commissioner aHd a fiHdiHg ey the ee1:1rt ef a 
6 vielatieH as speeified iH s1:1eseetieH (e) ef this seetieH:, the court may order the person 
7 who committed the g violation specified in subsection (c) of this section to make 
8 restitution in an amount that would make whole any person harmed by the violation. 
9 The petition may be made at any time and also in any appeal of the Commissioner's 

10 order. 
11 (t) Restitution to any State agency for extraordinary administrative expenses 
12 incurred in the investigation and hearing of the violation may also be ordered by the 
13 court in such amount that would reimburse the agency for the expenses. 
14 (g) Nothing in this section shall t3reveHt prevents the Commissioner from 
15 negotiating a mutually acceptable agreement with any person as to the status of the 
16 person's license or certificate or as to any civil penalty or restitution. 
i 7 (h) Net'W'ithstaHdiHg stteseetien (e) ef this seetieH, if the CemmissieHef fiHds tltat 
18 the flttelie ftealtli, safety, er welfare reei1:1ires emergeHey aetien aHd iHeert3erates tliis 
19 fincl.iHg iH liis eraer, sttfflmary sttspensieH ef e lieense er eertifieete may ee ercl.erecl 
20 effeetiy1e aft the cl.ate Sf.'eeifiecl. in the ercl.er er aft sernee ef the eertified ee13y ef the 
21 erder et tlie last knewn acl.aress ef the lieeH:see, whiehever is later, ancl. effeetive 
22 clttring the 13reeeecl.ings te sttsf3eHd, reveke, er remse reftewal f3re¥iaed fer iH 
23 stteseetien (e) ef Otis seetien. The f3Feeeedings shall ee :premf3tly eemmeHeed and 
24 determinea. Unless otherwise specifically provided for, all administrative proceedings 
25 under this Chapter are ioverned by Chapter 150B of the General Statutes. Appeals 
26 of the Commissioner's orders under this section shall be governed by G.S. 58-2-75." 
27 
28 NOTICES FROM INDIVIDUAL LICENSEES 
29 Section 16. Article 2 of Chapter 58 of the General Statutes is amended by 
30 adding a new section to read: 
31 "§ 58-2-69. Notification of criminal convictions and changes of address; service of 
32 notice. 
33 (a) As used in this section: 
34 ill 'License' includes any license, certificate, registration. or permit 
35 issued under this Chapter. 
36 ill 'Licensee' means any person who holds a license. 
37 (b) Every applicant for a license shall inform the Commissioner of the applicant's 
38 residential address. Every licensee shall give written notification to the 
39 Commissioner of any change of the licensee's residential address within 10 business 
40 days after the licensee moves into the licensee's new residence. This requirement 
41 applies if the change of residential address is by governmental action and there has 
42 been no actual change of residence location; in which case the licensee must notify 
43 the Commissioner within 10 business days after the effective date of the chan~e. A 

House Bill 926 Page 11 



GENERAL ASSE'MBLY OF NORTH CAROLINA SESSION 1997 

1 violation of this subsection is not a ground for revocation. suspension. or nonrenewal 
2 of the license or for the imposition of any other penalty by the Commissioner. 
3 (c) If a licensee is convicted in any court of competent jurisdiction for any crime 
4 or offense other than a motor vehicle infraction. the licensee shall notify the 
5 Commissioner within 10 days after the date of the conviction. As used in this 
6 subsection. 'conviction' includes an adjudication of guilt. a plea of guilty, or a plea of 
7 nolo contendere. 
8 (d) Notwithstandin~ any other provision of law. whenever the Commissioner is 
9 authorized or reguired to ~ve any notice under this Chapter to a licensee, the notice 

10 may be given personally or by sending the notice by first-class mail to the licensee at 
11 the address that the licensee has provided to the Commissioner under subsection (b) 
12 of this section. 
13 (e) The ~vin~ of notice by mail under subsection (d) of this section is complete 
14 upon the expiration of four days after the deposit of the notice in the post office. 
15 Proof of the giving of notice by mail may be made by the certificate of any employee 
16 of the Department. 11 

17 
18 iNSURANCE AGENTS, BROKERS, AND ADJUSTERS 
19 Section 17. G.S. 58-33-25(h) reads as rewritten: 
20 11 (h) A partnership or corporation that negotiates or solicits insurance may be 
21 licensed as an agent, broker, or limited FeJneseftte.tive :pFevaiaea that it me.iHte.iHs e. 
22 :ple.ee ef ettsiHess iB tliis State. representative. Every member of the partnership and 
23 every officer, director, stockholder, and employee of the corporation personally 
24 engaged in this State in soliciting or negotiating policies of insurance shall be 
25 registered with the Commissioner and each such member, officer, director, 
26 stockholder or employee shall also qualify as an individual licensee. The partnership 
27 or corporate licensee shall within 30 days notify the Commissioner of any addition to 
28 or deletion from the list of registered individuals. 11 

· 

29 Section 18. G.S. 58-33-300) reads as rewritten: 
30 11 U) Reciprocity Provision. -- To the extent that other states that provide for the 
31 licensing and regulation of and payment of commissions to agents, limited 
32 representatives, or brokers, waive restrictions on the basis of reciprocity with respect · 
33 to North Carolina licensees applying for or holding nonresident licenses in Stteh- those 
34 states, all stte.h the same restrictions on licensees from Stteh those states applying for 
35 QI. holding North Carolina nonresident licenses shall be waived. 11 

36 Section 19. G.S. 58-33-70 reads as rewritten: 
37 11 § 58-33-70. Special provisions for adjusters and motor vehicle damage appraisers. 
38 (a) It shall be unlawful and cause for revocation of license for a licensed adjuster 
39 to engage in the practice of law. 
40 (b) On behalf and on request of an insurer by which He is e:p13ei11tee er fur whieh 
41 he is lieeH:sea, afty an agent or limited representative is appointed, the agent or 
42 limited representative may from time to time act as an adjuster and investigate and 
43 report upon claims without being FeqttiFecl te ee licensed as an aeijttsteF, J'Feviaea: IR 
44 He event may any adjuster. No agent or limited representative shall adjust any losses 
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1 m aHy amottftt where ffl the agent's or representative's remuneration for the sale of 
2 insurance is in any way dependent upon the adjustment of Stteft those losses. 
3 (c) Upon the filing of the application for the lieeftse as adjttster aHd an adjuster's 
4 license, the advance payment of the examination £ec aftd upoH fee, and the filing with 
5 the Commissioner of a certificate signed by the employer of the applicaftt certifyiHg 
6 tftat tfte ttf'plicaftt is aft iHdhiidual of good cftaractcr ttftd is em.ployed ay tfte signer of 
7 t.lie certificate aftd will Of'erate as a studeftt Of leartter ttftdef tfte iHstn1etioB Md 
8 gefteral su}'ef¥isiott of a liceftsed adjuster, aftd tftat tfte employer will ee respm1siele 
9 for tfte adjustm.eftt acts of tfte learHer dttriftg tfte learftiftg f'Cried, applicant's 

10 employer, the Commissioner may issue to the apf'licaHt a learner's permit authorizing 
11 the applicant to act as an adjuster for a learning period of 90 days without a 
12 requirement of any other Of additieHal liccftsc; J'fOYided tftat Hot license. Not more 
13 than one leamer learner's permit shall ever be issued to one individual. The 
14 employer's certificate reguired by this subsection shall certify that: 
15 ill The applicant is an individual of good character. 
16 ill The applicant is employed by the signer of the certificate. 
17 ill The a12plicant will operate as a student or learner under the 
18 instruction and ~eneral supervision of a licensed adjuster. 
19 (41 The employer will be responsible for the adjustment acts of the 
20 applicant durin~ the learnin~ period. 
21 (El) No l:iceftse shall ee fC(1:ttireEl of aft adjttstcr liceHsecl as stteh in ttftOtfter state for 
22 the adjttstmeBt ift this State of a siHglc loss, or of lesses arising ottt of a ee:tastfOJ'ftC 
23 common to all sttch losses, f'FOYided that stteh acljttster ftOtifies the Com.missioRef iH 
24 'Wf'itiHg pfior to the aEljttstiHg of sttcB: less er losses. 
25 ( e) The Commissioner may permit an experienced adjuster, who regularly adjusts 
26 in another state and who is licensed in Stteft the other state (if Stteft that state requires 
27 a license), to act as an adjuster in this State without a North Carolina liceftse, license 
28 only for an insurance company authorized to do business in this State, for emergency 
29 insurance adjustment work, for a period of not exceediHg 30 days, to be determined 
30 by the Commissioner, done for an employer who is an adjuster licensed by this State 
31 or who is a regular employer of one or more adjusters licensed by this State; 
32 provided that the employer shall furnish to the Commissioner a notice in writing 
33 immediately upon the beginning of any such emergency insurance adjustment work. 
34 As used in this subsection, 'emergency insurance adjustment work' includes, but is 
35 not limited to, (i) adjustin~ of a single loss or losses arisin~ out of an event or 
36 catastrophe common to all of those losses or (ii) adjustin~ losses in any area declared 
37 to be a state of disaster by the Governor under G.S. 166A-6 or by the President of the 
38 United States under applicable federal law. 
39 (f) The Commissioner may permit an experienced motor vehicle damage 
40 appraiser who is regularly appraising in another state and who is licensed in such 
41 other state (if Stleh that state requires a license) to act as a motor vehicle damage 
42 appraiser in this State without a North Carolina license for emergency motor vehicle 
43 damage appraisal work for a period not exceeding 30 days done for an employer who 
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1 notifies the Commissioner, in writing, at the beginning of the period of emergency 
2 appraisal work and who is: 
3 (1) An insurance adjuster licensed by this State; 
4 (2) A motor vehicle damage appraiser licensed by this State; 
5 (3) A regular employer of one or more insurance adjusters licensed by 
6 this State; or 
7 (4) A regular employer of one or more motor vehicle dam.age 
8 appraisers licensed by this State." 
9 Section 20. G.S. 58-33-130(c) reads as rewritten: 

1 O " ( c) 0ft e:fta e:fier Je:fttte:ry 1, 1992, e:Hy individtte:l agent er areker ElesiriHg te 
11 renew e:n eppeifttment er lieeHse shell effer eviaenee se:tis£eetery te the 
12 Cemmissiener the:t lie hes eemplieel witli the eeHtintting 13refessienel eelttee:tien 
13 re(ittirements 8:f'preveel ay tlie Cemmissimter. The license of any person who fails to 
14 comply with the continuin~ education requirements under this section shall lapse. 
15 The Commissioner may, for ~ood cause shown, ~rant extensions of time to licensees 
16 to comply with these requirements." 
17 Section 21. G.S. 58-33-130(h) reads as rewritten: 
18 "(h) Any licensee whe who, after obtaining an extension under subsection (c) of 
19 this section. offers evidence satisfactory to the Commissioner en terms f'reseriaee ay 
20 the Cemmissiener the:t he that the licensee has satisfactorily completed the required 
21 continuing professional education courses slie:ll ae deemee te nave eem13lied is in 
22 compliance with this section." 
23 
24 TOWN AND COUNTY MUTUALS FINANCIAL REPORTS 
25 Section 22. G.S. 58-2-165 reads as rewritten: 
26 "§ 58-2-165. Annual, semiannual, monthly, or quarterly statements to be filed with 
27 Commissioner. 
28 (a) Every insurance company shall file in the Commissioner's office, on or before 
29 March 1 of each year, a statement showing the business standing and financial 
30 condition of the company, association, or order on the preceding December 31, 
31 signed and sworn to by the chief managing agent or officer thereof, before the. 
32 Commissioner or some officer authorized by law to administer oaths. Provided, the 
33 Commissioner may, for good and sufficient cause sho~n by an applicant company, 
34 extend the filing date of the company's annual statement, for a reasonable period of 
35 time, not to exceed 30 days. In addition, the Commissioner may require any 
36 insurance company, association, or order to file its statement semiannually, quarterly, 
37 or monthly. monthly. except that a town or county mutual, or&anized under G.S. 58-
38 7-75(5)d., is reguired to file only an annual statement if for the precedin& year it had 
39 a direct written premium of less than one hundred fifty thousand dollars ($150,000) 
40 and fewer than 400 policyholders. 
41 (b) The Commissioner may require statements under this section, G.S. 58-2-170, 
42 and G.S. 58-2-190 to be filed in a format that can be read by electronic data 
43 processing equipment. 
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(c) All statements filed under this section must be prepared in accordance with 
the appropriate NAIC Annual Statement Instructions Handbook and pursuant to the 
NAIC Accounting Practices and Procedures Manual and on the NAIC Model 
Financial Statement Blank, unless further modified by the Commissioner as the 
Commissioner considers to be appropriate. 11 

BAIL BONDSMEN AND RUNNERS 
Section 23. G.S. 58-71-50 reads as rewritten: 

"§ 58-71-50. Qualification for bail bondsmen and runners. 
(a) An applicant for a license as a bail bondsman or FttRRer, mttst runner shall 

furnish the Commissioner with a complete set of the applicant's fingerprints and a 
recent passport size full-face photograph of the applicant. The applicant's fingerprints 
shall be certified by an authorized law-enforcement officer. The fingerprints of every 
applicant shall be forwarded to the State Bureau of Investigation for a search of the 
applicant's criminal history record file, if any. If warranted, the State Bureau of 
Investigation shall forward a set of the fingerprints to the Federal Bureau of 
Investigation for a national criminal history record check. An applicant shall pay the 
cost of the State and any national criminal history record check of the applicant. 

(b) Every applicant for a license under this Article as a bail bondsman or runner 
must meet all of the following qualifications: 

(1) Be 18 years of age or over. 
(2) Be a resident of this State. 
f3t 

(4) 

(5) 
(6) 

(7) 

Be t1 f)erseH ef geed mere.I elie.reeter t1fld Het have eeeH eetwieted 
ef e feleHy er eHy erime iHvelviHg meral tttrpitttde. 
Have knowledge, training, or experience of sufficient duration and 
extent to provide the competence necessary to fulfill the 
responsibilities of a licensee. 
Have no outstanding bail bond obligations. 
Have no current or prior violations of any provision of this Article 
or of Article 26 of Chapter 15A of the General Statutes or of any 
similar provision of law of any other state. 
Not have been in any manner disqualified under the laws of this 
State or any other state to engage in the bail bond business. 11 

Section 24. G.S. 58-71-80 reads as rewritten: 
"§ 58-71-80. Grounds for denial, suspension, revocation or refusal to renew licenses. 

(a) The Commissioner may deny, suspend, er fe71ekc revoke, or refuse to renew 
any license isstted under this Article for any of the following causes: 

(1) For any cause sufficient to deny, suspend, or revoke the license 
under any other provision of this Article. 

(2) VielatieR ef &Ry laws ef tliis State reletiflg te eeil A conviction of 
any misdemeanor committed in the course of dealings under the 
license issued by the Commissioner. 

(3) Material misstatement, misrepresentation or fraud in obtaining the 
license. 
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(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 
(13) 

(14) 

(15) 

Misappropriation, conversion or unlawful withholding of moneys 
belonging to insurers or others and received in the conduct of 
business under the license. 
Fraudulent or dishonest practices in the conduct of business under 
the license. 
Conviction of a feleny regardless ef Ute time the eenvietien 
eeettrred e:ftd regardless ef whetlier the eettrtietiett resttltecl ffem 
eeftdttet in er related te the bail eettd bttsiness. crime involving 
moral turpitude. 
Failure to comply with or violation of the provisions of this Article 
or of any order, rule or regulation of the Commissioner. 
When in the judgment of the Commissioner, the licensee has in the 
conduct of the licensee's affairs under the license, demonstrated 
incompetency, financial irresponsibility, or untrustworthiness; or 
that the licensee is no longer in good faith carrying on the bail 
bond business; or that the licensee is guilty of rebating, or offering 
to rebate, or offering to divide the premiums received for the 
bond. 
For failing to pay any judgment or decree rendered on any 
forfeited undertaking in any court of competent jurisdiction. 
For charging or receiving, as premium or compensation for the 
making of any deposit or bail bond, any sum in excess of that 
permitted by this Article. 
For requiring, as a condition of executing a bail bond, that the 
principal agree to engage the services of a specified attorney. 
For cheating on an examination for a license under this Article. 
For entering into any business association or agreement with any. 
person who is at that time found by the Commissioner to be in 
violation of any of the bail bond laws of this State, or who has 
been in any manner disqualified under the bail bond laws of this 
State or any other state, whereby the person has any direct or 
indirect financial interest in the bail bond business of the licensee · 
or applicant. . 
For knowingly aiding or abetting others to evade or violate the 
provisions of this Article. 
Any cause for which issuance of the license could have been 
refused had it then existed and been known to the Commissioner 
at the time of issuance. 

39 (e) The Cemmissiener, in liett ef reveking er sttspending e. lieense in e.eeerdanee 
40 with the :previsiens ef tltis A:rtiele, me.y, in e.Hy ene preeeeding, ey erder, reqttire tlte 
41 lieensee te :pay te the seheel fttnd in Hte lieensee's eettnty ef residenee a eivil peH:alty 
42 ef twe httHElred fifty dellars ($250.00) for eaeli effense. Upen the lieensee's f.ailttre te 
43 f}fl'Y tile f}ene.lty Mtliin 20 days after the erder is mailed, peste.ge prepaid, registered 
44 and e:deressed te tlie lieensee's last knewn plaee ef bttsiness, ttnless the erder is 
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1 stayed ey an efder ef H,:e emut ef eempetent jttfisdietieH ef ttftlcss tlie Commissiener 
2 Has alfea.ely sttspeneled ef re,•eked t!ie license of the licensee, the Commissionef me:y 
3 fe·1eke tfte license ef may sttspe!iel the license fof a.Hy peFioel. 
4 (b) The Commissioner shall deny. revoke. or refuse to renew any license under 
5 this Article if the applicant or licensee is or has ever been convicted of a felony. 11 

6 Section 25. G.S. 58-71-7l(a) reads as rewritten: 
7 11 (a) In order to be eligible to take the examination required to be licensed as a 
8 runner or bail bondsman under G.S. 58-71-70, each person shall complete at least ~ 
9 12 hours of education in subjects pertinent to the duties and responsibilities of a 

10 runner or bail bondsman, including all laws and regulations related to being a runner 
11 or bail bondsman. 11 

12 Section 26. G.S. 58-71-7l(b) reads as rewritten: 
13 11 (b) Each year every licensee shall complete at least W filA hours of continuing 
14 education in subjects related to the duties and responsibilities of a runner or bail 
15 bondsman before renewal of the license. This continuing education shall not include 
16 a written or oral examination. A person who receives his first license on or after 
,17 January 1 of any year does not have to comply with this subsection until the period . 
18 between his first and second license renewals. 11 

19 Section 27. G.S. 58-71-165 reads as rewritten: 
20 "§ 58-71-165. Monthly report required. 
21 Each professional bail bondsman and surety bondsman shall file with the 
22 Commissioner of Insttra.Hee a written report in form prescribed by the Commissioner 
23 regarding all bail bonds on which the bondsman is liable as of the first day of each 
24 month showing (i) each individual bonded, (ii) the date the bond was given, (iii) the 
25 principal sum of the bond, (iv) the State or local official to whom given, and (v) the 
26 fee charged for the bonding service in each instance. The report shall be filed on or 
27 before the fifteenth day of each month. \l/ithin the same time, a eopy of tltis Wfitteft 
28 report mttst also ee fileel with the elefk of sttpeFiof eottft in aH:y eottnty iH wHielt the 
29 eonclsman is obligates on eail bones. Any person who knowingly and willfully 
30 falsifies a report required by this section is guilty of a Class I felony. 11 

31 Section 28. G.S. 58-71-71(e) reads as rewritten: 
32 11 

( e) Afly J3erson WHO falsely repFeseH:ts to tfle Commissioner that the reqttirements 
33 ef tflis seetiet1 liave eeeH met is sttejeet, a~ef Hoti~e a.Ha opJ3ortttnity fer heafiHg, to 
34 G.S. 58 2 70. The license of any person who fails to comply with the continuin2 
35 education reguirements under this section shall lapse. The Commissioner may. for 
36 200d cause shown. ~rant extensions of time to licensees to comply with these 
37 requirements. Any licensee who. after obtaining an extension under this subsection. 
38 offers evidence satisfactory to the Commissioner that the licensee has satisfactorily 
39 completed the required continuin2 professional education courses is in compliance 
40 with this section. 11 

41 Section 29. G.S. 58-71-85(a) reads as rewritten: 
42 11 (a) The suspension or revocation of, or refusal to renew, any license under G.S. 
43 58-71-80 shall be in accordance with the provisions of ,r\rtiele 3A of Chapter 150B of 
44 the General Statutes." 
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1 Section 30. G.S. 58-71-20 reads as rewritten: 
2 11 § 58-71-20. Surrender of defendant by surety; when premium need not be returned. 
3 At any time before there has been a breach of the undertaking in any type of bail 
4 or fine and cash bond the surety may surrender the defendant to the official to whose 
5 custody the defendant was committed at the time bail was taken, or to the official 
6 into whose custody the defendant would have been given had he been committed; in 
7 such case the full premium shall be retttrHeEl. returned within 72 hours after the 
8 surrender. The defendant may be surrendered without the return of premium for the 
9 bond if he has eeeH gttilty ef BeBpaymcBt ef p1cmittm, eliaBgiBg eElEl1css ¥ritllettt 

10 Betifying liis eeBdsmftft, eeBeealiBg himself, lcaYiBg the jttfisdictien ef the eettrt 
11 witliettt tlie i,ermissieB ef his eeftdsmaft ef Yielating liis eeligatieB te the eettft. the 
12 defendant does any of the followin~: 
13 ill Willfully fails to pay the premium to the surety or willfully fails to 
14 make a premium payment under the aireement specified in G.S. 
15 58-71-167. 
16 ill Chan~es his or her address without notifyin~ the surety before the 
17 address chan~e. 
18 ill Physically hides from the surety. 
19 ill Leaves the State without the permission of the surety. 
20 ill Violates any order of the court. 11 

21 Section 31. G.S. 58-71-95(5) reads as rewritten: 
22 11 (5) Accept anything of value from a principal or from anyone on 
23 behalf of a principal except the premium, which shall not exceed 
24 fifteen percent (15%) of the face amount of the bond; provided 
25 that the bondsman shall be permitted to accept collateral ·security 
26 or other indemnity from a principal or from anyone on behalf of a 
27 principal. Such collateral security or other indemnity required by 
28 the bondsman must be reasonable in relation to the amount of the 
29 bond and shall be returned tlf'6ft within 72 hours after final 
30 termination of liability on the bond." 
31 
32 VIATICAL SETTLEMENT PROVIDERS 
33 Section 32. G.S. 58-58-420) reads as rewritten: 
34 11 (j) Authority to Adopt Standards. -- The Commissioner may: 
35 (1) Adopt rules to implement this section. 
36 (2) Establish standards for evaluating. reasonableness_ of payments 
37 under contracts. This authority includes regulation of discount 
38 rates used to determine the amount paid in exchange for 
39 assignment, transfer, sale, devise, or bequest of a benefit under a 
40 policy. 
41 (3) Establish appropriate registration and other regulatory · 
42 requirements for brokers. 
43 t41 Re(ittife a eeftd. 11 

44 
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1 HOME INSPECTORS 
2 Section 33. G.S. 143-151.45 reads as rewritten: 
3 "§ 143-151.45. Definitions. 
4 The following definitions apply in this Article: 
5 (1) Associate home inspector. -- An individual who is affiliated with or 
6 employed by a licensed home inspector to conduct a home 
7 inspection of a residential building on behalf of the licensed home 
8 inspector. 
9 (2) Board. -- The North Carolina Home Inspector Licensure Board. 

10 (3) Compensation. -- A fee or anything else of value. 
11 (4) Home inspection. -- A written evaluation of eee two or more of 
12 the following components of a residential building: heating system, 
13 cooling system, plumbing system, electrical system, structural 
14 components, foundation, roof, masonry structure, exterior· and 
15 interior components, or any other related residential housing 
16 component. 
17 (5) Home inspector. -- An individual who engages in the business of 
is performing home inspections for compensation. 
19 (6) Residential building. -- A structure intended to be, or that is in 
20 fact, used as a residence by one or more individuals." 
21 Section 34. G.S. 143-151.52 reads as rewritten: 
22 "§ 143-151.52. Requirements to be licensed as an associate home inspector. 
23 To be licensed as an associate home inspector, a person must do all of the 
24 following: 
25 (1) Submit a completed application to the Board upon a form 

provided by the Board. 26 
27 
28 
29 
30 
31 
32 
33 
'34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

(2) 
(3) 
(4) 
(5) 

Pass a licensing examination prescribed by the Board. 
Pay the applicable fees. 
Have a high school diploma or its equivalent. 
Be employed by or affiliated with or intend to be employed by or 
affiliated with a licensed home inspector and submit a sworn 
statement by Hte that licensed home inspector witli wliom tlie 
&f3f3lieaftt is Of iHteHds to ee affiliatee. certifying that the licensed 
home inspector will actively supervise and train the applicant." 

Section 35. G.S. 143-151.53 reads as rewritten: 
"§ 143-151.53. Notification ef. to applicant following evaluation of application. 

The Beafd ffltlSt review eaeh applieatiOfl fer a lieeftSe St16fflittcd to it fifl6 ffll:l:St 
Hotify eaeli llf'f3lieant that tlie llf'f3lieatiofl is either aeeepted Of fejeeted. The Beard 
mttst send tlie notifieatien of aeeeptanee or rejeetion witliin 30 days ef feeeiving tlie 
&f'f31:ieation. If tlie Boafd fejeets an apf'lieation, tlie netiee sent te tlie llf'f>lieant m1:1:st 
state tlie FeasoH:s fer tlie fejeetiofl. If the Board finds that the applicant has not met 
fully the requirements for licensing, the Board shall refuse to• issue the license and 
shall notify in writing the applicant of the denial, stating the grounds of the denial. 
The application may also be denied for any reason for which a license may be 
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1 suspended or revoked or not renewed under G.S. 143-151.56. Within 30 days after 
2 service of the notification, the applicant may make a written demand upon the Board 
3 for a review to determine the reasonableness of the Board's action. The review shall 
4 be completed without undue delay, and the applicant shall be notified promptly in 
5 writing as to the outcome of the review. Within 30 days after service of the 
6 notification as to the outcome, the applicant may make a written demand upon the 
7 Board for a hearin~ under Article 3A of Chapter 150B of the General Statutes if the 
8 applicant disa~ees with the outcome. 11 

9 Section 36. G.S. 143-151.56 reads as rewritten: 
10 "§ 143-151.56. Suspension, revocation, and refusal to renew license. 
11 (a) The Board may deny or refuse to issue or renew a license, may suspend or 
12 revoke a license, or may impose probationary conditions on a license if the license 
13 holder or applicant for licensure has engaged in any of the following conduct: 
14 (1) Employed fraud, deceit, or misrepresentation in obtaining or 
15 attempting to obtain or renew a license. 
16 (2) Committed an act of malpractice, gross negligence, or 
17 incompetence in the practice of home inspections. 
18 (3) Without having a current license, either performed home 
19 inspections for compensation or claimed to be licensed. 
20 ( 4) Engaged in conduct that could result in harm or injury to the 
21 public. 
22 (5) Been convicted of or pled guilty or nolo contendere to any eriffle 
23 misdemeanor involving moral t1:upitttdc. turpitude or to any felony. 
24 (6) Been adjudicated iftseftc ef ifleempctcftt e:fl:d .hes fl.et J"fCseBtcel 
25 J'feef ef FCCB7f'Cf)' ffem the eeBditieft. incompetent .. 
26 (7) Engaged in any act or practice that violates any of the provisions of 
27 this Article or any rule issued by the Board, or aided, abetted, or . 
28 assisted any person in a vieletieft. violation of any of the provisions 
29 of this Article. 
30 {b) A denial of licensure, refusal to renew, suspension, revocation, or imposition 
31 of probationary conditions upon a license holder may be ordered by the Board after a. 
32 hearing held in accordance with Article 3A of Chapter 150B of the General Statutes 
33 and rules adopted by the Board. An application may be made to the Board for 
34 reinstatement of a revoked license if the revocation has ·been in effect for at least one 
35 year." 
36 
37 MANUFACTURED HOME DEALERS 
38 Section 37. Article 9A of Chapter 143 of the General Statutes is 
39 amended by adding a new section to read: 
40 "§ 143-143.llB. Dealer cancellation; deposit refund. 
41 A dealer shall refund to a buyer the full amount of a deposit on the purchase of a 
42 manufactured home if the buyer has fulfilled his obli~ations under the purchase 
43 a~eement and the dealer cancels the purchase at any time." 
44 
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1 EFFECT OF HEADINGS 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

Section 38. The headings to the parts of this act are a convenience to the 
reader and are for reference only. The headings do not expand, limit, or define the 
text of this act. 

EFFECTIVE DA TES 
Section 39. This section and Sections 1, 3, 4, 5, 6, 7, 10, 11, 14, 15, 17, 18, 

22, 27, 29, 32, 33, and 34 of this act are effective when they become law; provided 
that the disclosure requirement in G.S. 58-3-5, as enacted in Section 1 of this act, 
applies only to annuity agreements issued on or after October 1, 1998. Section 19 of 
this act becomes effective September 1, 1998. Sections 2, 9, 12, 13, 20, 21, 23, 24, 25, 
28, 30, 31, 35, 36, and 37 of this act become effective October 1, 1998. Sections 8, 16, 
and 26 of this act become effective January 1, 1999. 
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NORTH CAROLINA DEPARTMENT OF INSURANCE 
MEMORANDUM 

· August 5, 1998 

TO: Senate Pensions/Retirement/Insurance Committee 

FROM: Bill HalevvJ:1\-

SUBJECT: PCS for House Bill 926 -- Miscellaneous Insurance Amendments 

. 
Section 1: Provides that the insurance laws do not apply to the issuance of charitable gift 
annuities. Specifies what kind of organizations may issue these annuities and how. 

Section 2: Prohibits property and liability insurers from discriminating against public 
officials. 

Section 3: Exempts aviation insurance from the Surplus Lines Act. 

Sections 4 and 5: Amend the insurance company and HMO bankruptcy laws to make 
them conform to one another. 

Section 6: Updates a cross reference to a tax law that appears in the Beach Plan law. 

Section 7: Provides that coverage under the Health Insurance Program for Children 
counts as creditable coverage for the Health Insurance Portability and Accountability Act. 

Section 8: Addresses the provision in the condominium laws about who can or has to 
maintain property insurance on the units in a condominium complex. Under present 
North Carolina law, the condo association must maintain the property insurance on the 
common elements and units. These sections allow the unit owners to buy the insurance in 
units that do not have horizontal boundaries (are not "stacked"). 

Section 9: Brings the Small Employer Group Health Insurance Act into compliance with 
federal law for persons who are late in enrolling in he'alth plans. 

Section 10: Clarifies that nothing in the Small Employer Group Health Insurance Act 
affects the Commissioner's rate approval authority in the rate laws for service 
corporations and HMOs. 

Section 11: Under the Small Employer Group Health Insurance Act, a carrier must elect 
to either assume all risk or participate in the reinsurance pool under the Act. This makes 
it clear that all carriers entering the market must elect and have the same time frames (two 



Memorandum · 
Senate Insurance Committee 
HB926 
August 5, 1998 
Page2 

years initially and five years after that) for the elections as did the carriers that were in the 
market when the Act became effective . 

.. 
Section 12: Requires disclosure by Medicare supplement insurers of the practice of 
attained age rating, which means increases in premiums as a policyholder gets older. 

Section 13: Certain disabled persons are eligible for Medicare before they reach age 65. 
This requires Medicare supplement insurance companies to make one of the ten standard 
plans (Plan A) available to those persons without underwriting. It also adds language to 
our laws that provides for administrative rules that conform with federal law on Medicare 
supplement insurance. 

Section 14: Under the life insurance disclosure laws, eliminates a requirement to deliver 
a policy summary if the insurance company provides what are known as life insurance 
illustrations to their prospective customers. 

Section 15: Changes the law on hearings and civil penalties for insurance licensees by 
replacing antiquated notice and hearing provisions with a requirement that the 
Commissioner proceed after notice and opportunity for a hearing and by clearly making 
all administrative proceedings under Chapter 58 subject to the Administrative Procedure 
Act, unless otherwise specifically provided. 

Section 16: Adds a law requiring that an individual licensee notify the Commissioner 
within 10 days after the date of conviction of any crime or offense other than motor 
vehicle infraction. Requires every license applicant to inform the Commissioner of the 
applicant's address and requires every individual licensee to give written notification to 
the Commissioner of any change in the licensee's residential address within 10 business 
days after the change. Further provides that when the Commissioner is required to give a 
notice to a licensee, the Commissioner may mail the notice by first class mail to the 
address that the licensee has provided. 

Section 17: Deletes the requirement that a nonresident corporate or partnership licensed 
insurance agency maintain a place of business in North Carolina. 

Section 18: Clarifies the agent licensing reciprocity law so it applies to applicants for 
licenses as well as persons already licensed. 

Section 19: Rewrites the law allowing an experienced adjuster licensed in another state to 
act as an adjuster in North Carolina without a license if the adjuster is doing "emergency 
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insurance adjustment work", which includes adjusting losses arising out of a catastrophe 
common to all those losses and losses in an area that is declared a disaster by the 
Governor or the President. Eliminates conflicting language covering the same situation. 

Sections 20 and 21: Provide that the license of any agent or adjuster lapses if the agent or 
adjuster fails to comply with continuing education requirements and provides for 
extensions of time to comply with the requirements, for good cause shown. 

Section 22: Eliminates the requirement for quarterly financial reports from farm mutual 
insurers that have fewer than 400 policyholders and less than $150,000 in premiums. 

Sections 23 and 24: Remove a requirement that an applicant for bondsman's or runner's 
license be of "good moral character" and not have been convicted of a felony or any 
crime involving moral turpitude. In its place is a provision to allow the Commissioner to 
deny, suspend, revoke, or refuse to renew a bondsman's or runner's license if the 
applicant or licensee is convicted of a crime involving moral turpitude; and to require the 
Commissioner to deny, revoke, or refuse to renew the application or license if an 
applicant or licensee has ever been convicted of a felony. Repeals a redundant civil 
penalty law for bondsmen and runners. 

Sections 25 and 26: Reduce the required prelicensing education hours from 20 to 12 and 
reduce the annual continuing education hours from 10 to 6 for bondsmen and runners. 

Section 27: Deletes an unnecessary requirement that bail bondsmen file copies of 
monthly reports (to the Department) with clerks of court. 

Section 28: Provides that a bondsman's or runner's license lapses for failure to comply 
with continuing education requirements and that the Commissioner may grant extensions 
of time to comply for good cause shown. 

Section 29: Deletes a redundant reference to the Administrative Procedure Act. 

Sections 30 and 31: Clarify a bail bondsman license statute that was criticized by the 
North Carolina Court of Appeals in a recent case (State v. Ipock) as being unclear. 

Section 32: Repeals the bond requirement for viatical settlement providers. A viatical 
settlement is a contract in which the owner of a life insurance policy who has a 
catastrophic illness transfers it to another person (the viatical settlement provider) in 
exchange for payment of less than the expected death benefit of the policy. 

3 
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Sections 33 through 36: Make numerous technical amendments and corrections to the 
law that created the Home Inspector Licensure Board. Also change the requirement that 
the Board act on a license applicatioµ within 30 days after receipt. If an applicant does · 
not meet the licensing requirements, the Board must refuse to issue a license and notify 
the applicant in writing of grounds for the denial. The applicant then has 30 days to 
demand that the Board review its action and 30 days after that review to demand a 
hearing under the Administrative Procedure Act. 

Section 37: Adds a provision to the manufactured home dealer licensing law that clarifies 
the fact that a dealer must refund all of the buyer's deposit when the dealer cancels the 
sale contract and the buyer has fulfilled his or her obligations. 

Section 38: Provides that the headings in the bill are not substantive. 

Section 39: Effective dates. 
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July 22, 1998 

MEMORANDUM 

TO: 

FROM: 

RE: 

Senate Pensions & Retirement and Insurance Committee 

Linwood Jones, Staff Counsel / t1 
Proposed Senate Committee S~titute 
for House Bill 926 

The following is a summary of the provisions· of the proposed Senate Committee 
Substitute for House Bill 926. Many of these provisions, or similar provisions, were 
passed by the Senate last year in Senate Bill 614 and Senate Bill 797. Those 
provisions are marked with an asterik below: 

Section 1. _ Charitable annuities. Many public and private universities, a; well as 
other nonprofit organizations, give annuities to donors in exchange for the donation of 
stocks, bonds, real estate, or other property. An annuity is a contract of insurance. 
Thus, the insurance laws technically require the university or other organization to be 
licensed as an insurance company and anyone soliciting donations on behalf of the 
university or other organization in exchange for an annuity to be licensed as an 
insurance agent. Section 1 of the bill amends the law to state that nonprofit 
organizations .that have been active·for 5 or more years and public educational 
institutions are not required to become licensed as insurance companies in order to 
issue annuities in exchange for charitable donations, nor are their officers, directors, 
employees, or agents required to be licensed as insurance agents. However, each 
such charitable annuity agreement entered into on or after October 1, 1998, must 
contain a statement disclosing that charitable annuities are not regulated by the State of 
North Carolina and that they are not backed up by the State or by any insurance. 
guaranty fund. 

*Section 2. Electronic signatures. Section 2 requires that group life, group health, 
and group annuity forms used by out of state associations covering North Carolinians 
must be filed with and approved by the Commissioner. This section also authorizes the 
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Commissioner of Insurance to adopt regulations on the use of electronic signatures on 
insurance policies and policy forms. (*Only the first part was in SB 797). 

Section 3. Discriminatory insurance practices against elected officials. Section 3 
prohibits an insurance company from refusing to issue, refusing to renew, canceling, or 
limiting coverage in a property or liability insurance policy solely because the 
policyholder is a public elected official. 

Section 4. Aviation insurance. Section 4 provides that aviation insurance is not 
surplus lines insurance. 

Sections 5 and 6. HMO solvency claims priorities. Section 6 repeals the HMO law 
on priority of distribution of assets of an insolvent HMO. That law referred to priority list 
in the general rehabilitation laws for insolvent insurance companies. Section 5 sets out 
within the general rehabilitation law the status of HMO enrollees and providers as far as 
their priority in the distribution of assets from an __ insolvent HMO. 

Section 7. N.C. Insurance Underwriting Association technical amendment. 
Section 7 corrects an outdated statutory reference in the laws governing the NCIUA. 

Section 8. Children's Health Insurance coverage is creditable coverage. Last 
year, the General Assembly revised the insurance portability laws. The portability laws 
determine when an individual .moving from one--insurance :Plan to another can count the 
time under the first .plan to satisfy any pre-existing condition waiting .period under the 
new plan. Section 8 adds coverage under the recently-enacted Health Insurance 
Program for Children as ""creditable coverage" - ,i,e., a child moving ·from that .Program 
to another insurance plan can count coverage under the Program in satisfying any 

. waitin_g period under the new plan (if there is no more than a 63-day gap ii'\ coverages). 

Section 9. Condominium insurance. The North Carolina Condominium Act requires 
the condominium association to purchase property insurance on both the common 
elements and the individual condominium units. The national Uniform Condominium 
Act on which the North Carolina Condominium Act was based requires the association 
to purchase property insurance on individual .units only when those units share 
horizontal boµndaries (i.e., stacked .units). Section 9 would restore the Uniform Act 
provision: i.e., except in cases of stacked units, the association is not ·legally required to 
obtain the property insurance on the individual units. 

Section 10. Late enrollee. Section 10 changes the definition of a "late enrollee" 
under the small employer group health insurance laws to be consistent with the 
definition of "late enrollee" under the health reform legislation passed by the legislature 
last year, while retaining the requirement that an initial enrollment period under small 
employer plans be 30 days and retaining certain provisions under which an employee is 
not deemed -to be a late enrollee. 

*Section 11. "Self-employed" definition. Section 1 O changes the definition of a "self­
employed individual" under the Small Employer Group Health Insurance laws so that an 
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attempt to produce business income, rather than the actual production of income, is 
part of the measuring stick for determining whether an individual qualifies as a self­
employed individual under the small employer group insurance laws. 

*Section 12. Small employer carrier. Within the health insurance market for small 
employers (50 or employees or less), the insurance companies charge ~n adjusted 
community rate. Section 11 ofthe bill requires each insurer to use all of its small 
employer market experience in North Carolina in calculating the rate. If this experience 
is not sufficiently credible from an actuarial perspective to develop the rate, the insurer 
may then blend in large employer group experience. Section 11 also requires the 
insurer to file ·its adjusted community rating methodology, rating factors, and any 
changes thereto with the ·Commissioner. 

*Section 1.3. Durational coverage. Section 13 eliminates durational coverage as one 
of the factors that can be used by a small employer carrier to adjust its rate for a small 
employer. Health status and experience can continue to be used as factors, up to a 
specified maximum adjustment. 

*Section 14. Approval of HMO .and hospital/medical service .corporation .rates. 
Section 14 provides that the small employer group 'health insurance laws do not 
override or affect the Commissioner's authority 1o approve the rates charged by HM Os 
and hospital, medical, and dental service corporations. 

*Section 15. Carrier election. · Section 15 states that all insurance carriers entering 
the small employer market are bound by the same 2-year and 5-year requirements that 
applied to insurance carriers in the market when small group -reform was passed 
several yea'rs ago. The time requirements relate ·to the duration of an election made by 
the carrier on whether to be a ·risk-assuming carrier or a reinsuring carrier tinder the 
small employer group reform laws. 

*Section 16. ·Conversion privilege notification. Section 16 requires an employer to 
notify the former employee when he loses eligibility for continuation coverage. Eligibility 
may be lost ·by any of the following: 18 months has expired; the former employee stops 
paying premium; the iormer employee has become eligible for other group health 
insurance with similar benefits; the employer terminates its group health insurance for 
its employees. 

Section 17. ·Medicare ·supplemental insurance -~~attained age" rating. Section 17 
requires that an insurance company selling Medicare supplemental policies cannot 
base premiums on ·the policyholder's attained age (where .premiums increase as the 
policyholder ages) unless it has clearly disclosed this to the policyholder. The 
disclosure must include an illustration showing projected premium ·increases over the 
next years, a statement that attained age rating means premiums will go up as the 
policyholder gets older, and a statement that premiums for other supplemental policies 
may be determined on an issue age basis and that those premiums would not increase 
with attained age. 
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*Section 18. Medicare supplemental insurance for disabled; rules. Section 18 
requires insurers who sell Medicare supplemental insurance to make the most basic of 
the 1 O supplemental policies (Plan A) available to persons who are on Medicare by 
reason of disability without regard to the person's medical condition or health status. 

This section also authorizes the Commissioner of Insurance to adopt rules 
necessary to conform Medicare supplemental policies to the requirements of federal 
law. 

*Section 19. Life Insurance Illustrations. Section 19 provides that a policy summary 
is not required for policies sold subject to rules of the Commissioner for life insurance 
illustrations. (The summary would have duplicated the life insurance illustration). An 
"illustration" shows the purchaser the investment value and worth of the policy over 
time. 

*Sections 20 and 21. Civil penalty changes. The Supreme Court recently ruled 
that the North Carolina Constitution's requirement that "fines and forfeitures" go to the 
county school funds applied not only to .criminal fines, but to civil penalties also. Many 
statutes still show those funds going to the State's General Fund, although the State 
Treasurer sends them to the county schools in accordance with the court decision. 
Sections 20 and 21 conform the civil penalty statutes under the insurance laws to the 
court decision. Section 20 also amends the primary hearing statute under the 
insurance law to tie it specifically to the Administrative Procedures Act. 

*Section 22. Notices from individual licenses. Section .22 provides that each 
individual Who holds a license from the Department of lnsuraoce must notify the 

. Department of his or her residential address, any change in that address, and .any 
criminal conviction (excluding motor vehicle infractions). The section also.provides that 
the Commissioner may use this address to serve notices under the insurance laws. 

Section 23. Place of business of insurance agent partnerships/corps. Section .23 
eliminates the requirement that a partnership or corporation that is licensed as an 
agent, broker, or limited representative must have a place of business in North 
Carolina. · 

Section 24. Reciprocity for.out-of-state agents. This section clarifies that the 
reciprocity law for agents, ·brokers, and limited representatives applies to applicants fot 
licensure also. 

*Section 25. Adjusters. Section 25 rewrites the laws governing adjusters from out-of­
state doing emergency adjusting work in this State. The 30-day limit in the current law 
on such adjusting is replaced with a time period "to be determined .by the 
Commissioner." 

*Sections 26 and 27. Continuing education completion. Currently, G.S. 58-33-
130(c) requires an agent or broker to provide evidence to the Commissioner of 
Insurance of completion of required continuing education in order to renew an 
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appointment with an insurer or renew his license. Section 24 rewrites this provision to 
provide that the agent's or broker's license lapses for failure to timely comply with the 
continuing education requirements (subject to extensions of time granted by the 
Commissioner for good cause). Section 25 makes a conforming change to another 
section of the same statute.· 

Section 28. Farm mutuals quarterly reports. Section 28 provides that the smallest 
farm mutuals -- those with less than $150,000 in written premium and fewer than 400 
policyholders -- are not required to file quarterly financial reports with the Department of 
Insurance. However, they must continue filing the annual financial statem~nts. Based 
on the most recent information available, 3 of the 17 farm mutuals in North Carolina · 
would come under the exemption irom quarterly reporting. · 

*Sections 29 and 30~ Bail bondsmen and runners. Section 29 repeals the 
requirement in GS 58-71-70 that an applicant for a .bail bondsman or runner's license 
be of good moral character and not have .been convicted of a felony or a crime o'f moral 
turpitude. Section 30 is amended to al/owthe Commissioner to deny, revoke, or refuse 
to renew a bail bondsman or runner's license for the conviction of a misdemeanor or 
any crime involving moral turpitude. Section 30 is also amended to require the 
Commissioner to deny, revoke, or refuse to Tenew the license if the applicant or 
licensee has ever been convicted of a ·felony . 

*Section 31.. Bail bondsman pre-licensing education. Section 32 reduces from 20 
to 16 the number of hours of educational training in bail bond laws that an applicant 
must have in order to take the examination for licensure as a bail bondsman or runner. 

*Section .32. Bail bondsmen continuing education. Section 32 reduces from 1 O fo 
~ 

___ ·.8_ tl:le number c;>f _~!]nu_al continuing_ e~ucation hours .required of bail bondsmen and . 
JllQ!J.ers .. ... __ , 

=-~ .. 

*Section 33. Monthly.bail bond reports. Section 33 eliminates the requirement that 
a bail bondsman file a duplicate of his monthly bond report to the Commissioner with 
the clerk of superior court in each county in which the .bondsman ·is obligated on bonds. 
(The report, which includes ·information on who 'is bonded, the amount of the :bond, and 
the charge for. the bond, must continue to 'be submitted to the Commissioner). 

*Section 34. Bail.bondsman continuing,education/lapse. Section 34 provides for 
the automatic lapse of a bondsman or runner's license for failure to meet1he continuing 
education requirements. The Commissioner may grant extensions of time to complete 
continuing education requirements for good cause shown. · 

Section 35. APA reference. Section 35 makes clear that all of the applicable 
provisions of the APA hearing statutes apply to a disciplinary hearing ior a bondsman or 
runner. 

Sections 36 and 37. Surrender of defendant/premium refund. Section 36 rewrites 
the law on surrendering a defendant to (1) provide a definite time (72 hours) by which a 
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surety must refund the premium for surrendering a _defendant and (2) adding more 
specificity to the conditions under which the defendant can be surrendered without 
return of premium: .failure to pay the pref!1_ium, change of address without nqtifying the 
surety, physically concealing himself from the surety, leaving the judicial district, or 
violating a court order. Section 37 makes a conforming change to another statL!te. 

*Section 38. Viatical settlement provid.er bonding. Section 38 eliminates the 
authority of the Commissioner of Insurance to require viatical settlement companies to 
.provide a bond. 

. . 
*Sections 39 and 40. ,Home Inspectors. Section 39 amends .. the-definition of .an 
associate home inspector to be an individual who is -employed by or affiliated. with a· 
licensed home inspector. A conforming change is made in Section 40 also. This 
section also amends the definition of a "home inspectio_nll so that a written evaluation of 
only one component of a home (such as 1he electrical ·system ·only, or the plumbing 
system only) is not considered a ''.home inspection." At least two components must be 
evaluated before .the evaluation is deemed a home inspection.- , - · · 

*Section 41. Home Inspector Jicensure rejection .process. . Section 41 amends the 
process for the Home Inspector Licensure Board when it rejects an application for 
licensure. The Board must notify the applicant of the reasons for disapproval. The 
applicant may, within 30 days, demand thatthe Board review its decision. The Board 
must complete the review without undue delay .. -The applicant may appeal ·under the 
APA if he is disapproved again. 

. . ' ' ~ . 
":Section 42. Home inspector /icensure/criminal convictions. Section 42 provides 
that any misdemeanor involving moral turpitude and .any felony is grounds for denial, 
. suspension, or revocation of a home inspector license. Current Jaw provides that any· 
crime involving moral turpitude is grounds therefor. -This section also· rewrites the 
provision on denial, suspension, and revocation of the license for adjudication of 
incompetency. 

Section 43. Manufactured home dealer refunds. Section 43 provides that a dealer 
must refund to the buyer 1he full amount of his or .deposit on a.manufactured .home if 
the buyer ha~ fulfilled his obligations and the dealer cancels the purchase. 

-
Section 44. Headings. This section provides that the headings -in the bill cannot be 
used to interpret the provisions in the bill. 

Section 45. Effective dates. This section provides for various effective dates, 
ranging from when the bill .becomes law to January 1, 1999. 
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NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Tuesday, August 11, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

FAVORABLE 

H.B.(CS}l396 

H.B. 1538 

Winston-Salem Firemen's Retirement 
Sequential Referral: None 
Recommended Referral: None 

Sharpsburg Retirement System 
Sequential Referral: None 
Recommended Referral: None 

Committee Clerk Comment: None 

TOTALREPORTED: 2 



Minutes 

Pensions & Retirement I Insurance Committee 

The committee on Pensions&Retirement/Insurance met on August 7, 1998 immediately 
following the Session of the General Assembly at the desk of Senator Tommy Jenkins. 
There were 11 members in attendance, including Senator Jenkins who presided. 

House Bill 1396 Winston-Salem Firemen's Retirement was explained by Sen. 
McDaniel. Senator Carpenter moved for a favorable report. The motion carried. 

House Bill 1538 Sharpsburg Retirement System was explained by Senator Cooper. 
Senator Weinstein moved for a favorable report. The motion carried. 

The meeting was adjourned. 

~ch~ Katy ynes, Clrk 
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GENERAL ASSEMBLY OF NORTH CAROLINA 

SESSION 1997 

HOUSE BILL 1396 
Committee Substitute Favorable 7/15/98 

Short Title: Winston-Salem Firemen's Retirement. 

Sponsors: 

Referred to: 

May 21, 1998 

1 A BILL TO BE ENTITLED 

2 

(Local) 

2 AN ACT TO AMEND THE PROVISIONS OF THE WINSTON-SALEM 
3 FIREMEN'S FUND ASSOCIATION. 
4 The General Assembly of North Carolina enacts: 
5 Section 1. Chapter 388 of the 1973 Session Laws, as amended by Chapter 
6 15 of the 1977 Session Laws, Chapter 284 of the 1979 Sessions Laws, Chapter 647 of 
7 the 1981 Session Laws, Chapter 464 of the 1983 Session Laws, Chapter 508 of the 
8 · 1987 Session Laws, and Chapter 793 of the 1989 Session Laws, reads as rewritten: 
9 "Sec. 1. That the name of the Association herein established shall be Winston-

10 Salem Firemen's Retirement Fund Association, hereinafter referred to as the 
11 Association. References to the Association as of a date prior to April 3, 1979, and 
12 following July 1, 1973, shall mean the Winston-Salem Fire-Public Safety Retirement 
13 Fund Association, which was the name of the Association during such period. 
14 Sec.' 2. Subject to the provisions of Section 16 hereof, the following persons shall 
15 automatically be members of the Association: 
16 (a) As of July 1, 1987, any person who was a member of the Association following 
17 the close of business of the Association immediately preceding such date. 
18 (b) As of July 1, 1987, and thereafter, any person not covered under (a) above 
19 who shall have been regularly and continuously employed full time by the Fire 
20 Department of the City of Winston-Salem (hereinafter referred to as the Fire 
21 Department), including any Fire Department mechanic or electrician, who shall have 
22 attained his 18th birthday and shall not have attained his 40th birthday. Any person 
23 not covered under (a) above who was hired by the Fire Department prior to July 1, 
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1 1987, and continues to be employed by the Fire Department on such date, and who • 
2 had attained his 30th birthday when hired but had not then attained his 40th 
3 birthday, may elect within 90 days following July 1, 1987, to become a member by 
4 contributing to the Association the sum of twelve dollars ($12.00) per month from his 
5 date of hire by the Fire Department, plus interest at the rate of eight percent (8% ), 
6 applicable to any payments made on and after July 1, 1989, per annum, computed on 
7 the amount accrued as of the end of each fiscal year of the Association. 
8 (c) Notwithstanding the provisions of subsection (b) immediately preceding, as a 
9 condition to any person's becoming a member of the Association pursuant to the 

10 provisions of subsection 2(b) or 16(a), the Trustees may require such person to 
11 undergo a physical examination by a physician or physicians of good standing or 
12 repute selected by the Trustees. If it shall be found from such physician's report that 
13 such person is not in good physical or mental condition as of the date he would be 
14 eligible to become a member of the Association, such person shall be denied 
15 membership in the Association. The determinations of whether or not such person 
16 shall be required to undergo a physical examination and whether or not he is in good 
17 physical or mental condition shall be made by the Trustees. In making such 
18 determinations, all persons similarly situated shall be treated alike. The cost of any 
19 medical examination required pursuant to the provisions of this subsection ( c) shall 
20 be borne by the person seeking membership in the Association. 
21 Sec. 3. The Association may provide and raise funds in any legal manner to be • 
22 used as a pension fund for such person or persons as may be entitled thereto under 
23 the provisions of this act and to such extent as is hereinafter set out. 
24 Sec. 4. The governing body of the Association shall consist of a Board of Trustees 
25 five in number, four from the membership of the Fire Department, and one to be 
26 appointed by the Insurance Commissioner of the State of North Carolina. 
27 Sec. 5. The Trustees from the membership of the Fire Department shall be elected 
28 by the members of the Fire Department for four-year terms. Such terms shall be 
29 staggered, so that two of the Trustees shall be elected during the month of January of 
30 each year eveflly eli-tisiele by twe. Prier ta eaeh. eleetiett, eaeh. fire eemr,afly may, by 
31 majerity vete ef the aetive members ef th.e eempaH:y, H:effliH:ate eHe eaHElielate €er 
32 eleetiefl fl:S Tn1stee. ORiy ffl:efflaers ef t:h:e AsseeiatieR, iR geecl stfl:Rdiftg, v,h.e :h:a·,e 
33 divisible evenly by two. Trustees that are slated to leave the Board are automatically_ 
34 candidates for reelection unless they choose not to serve another term. In addition, 
35 the elected Association Trustees shall select from the members of the Fire 
36 Department four members in good standing, each of whom continuously served in 
37 the Fire Department for a period of at least four years sh.all ac eligible fur cleetioH as 
38 Trttstces. The twe HemiHccs rceei·,iHg the h.ighcst Httmbcr of "v'etcs east iH: sttch 
39 eleetieH shall be elcetcel. years. A general election shall then be held by the 
40 membership of the Fire Department to elect from the list of candidates two Trustees • 
41 to serve a four-year term. Each member of the Fire Department in good standing 
42 may cast two votes for the member's choice of nominees. The nominee receiving the i 
43 hi~hest number of votes in the election will be a member of the Winston-Salem .: 
44 Firemen's Relief Fund Board as well as the Association Board. In the event that a 
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1 Trustee is unable to complete the Trustee's term, the nominee receiving the next 
2 hi~hest number of votes in the last election held and who is not then serving as a 
3 Trustee shall complete the unexpired term of the Trustee who resigned from the 
4 Board. A tie shall be resolved by casting lots. ht st:tch elcctiofl, each member of the 
5 Associatiofl ifl goocl staH:cliH:g may vote for two HomiHees. For f't:lFf'Oses of this 
6 SectioR 5, the adffliRistfative offices of the Fife Oef'B:ftffleHt she:ll ee seemed to be a 
7 fife COfflf'aRy. 
8 · Sec. 6. Any Trustee may resign at any time by giving notice in writing to the other 
9 Trustees. Should any Trustee who is a member of the Fire Department cease to be a 

10 member of the Fire Department for any reason, he shall automatically cease to be a 
11. Trustee. With regard to any Trustee elected by the members of the Association who 
12 resigns or ceases to be a Trustee for any reason, his successor shall be elected as 
13 provided in Section 5 of this act; f'FO't'ided, th.at st:tch. electiofl sh.all be held as soofl 1:1:s 
14 '(:'faetieable followiHg st:tch resigHatiofl or eessatiofl, each. member of the A.ssociatiofl 
15 iR goocl staflcliRg may vote for oH:ly Ofle Homiflee, the ofle HomiHee reeeiviRg the 
16 highest flt:tmber of votes sh.all be eleetecl, aft.cl the elcetiofl sh.1:1:II be Ofll)' for the 
17 refflllifliRg t:tfleX'(:'ired term of the f'Fedeeessor Trt:tstee. act. Should the Trustee who 
18 was appointed by the Insurance Commissioner of the State of North Carolina resign 
19 or cease to be a Trustee for any reason, his successor shall be appointed by the said 
20 Insurance Commissioner. 
21 Sec. 7. The Board of Trustees is herein fully vested with the exclusive right and 
22 authority to pay out the funds of this Association, as provided for in this act. All 
23 matters and claims provided for under this act shall be passed upon by said Trustees 
24 and all decisions and actions of said Trustees shall be binding upon the Association 
25 and the members thereof. Every Trustee shall be entitled to one vote except the 
26 chairman of the Board of Trustees, who shall be entitled to vote only to break a tie. 
27 At every annual meeting of the Board of Trustees, the Trustees shall elect a 
28 chairman, vice-chairman, secretary and treasurer. The secretary and treasurer need 
29 not be Trustees, and the offices of secretary and treasurer may be combined into a 
30 single office, in the discretion of the Trustees. The annual meeting of the Board of 
31 Trustees shall be 'held as soon as is practicable following the end of each calendar 
32 year at such place and at such time as shall be determined by the Trustees. 
33 Sec. 8. The secretary of the Association ( or the secretary-treasurer if such offices 
34 shall be combined into a single office) shall be entitled to receive monthly 
35 compensation in an amount not to exceed Ofle huHdred doll1:tfs ($100.00) per lfl:Oflth. 
36 1:1:s cleterffliHeEi by the Trttstees. the amount of the monthly normal retirement benefit 
37 payable for the month for which compensation is payable, determined pursuant to 
38 Section 19 of this act. The Trustees, as such, including the chairman and the vice-
39 chairman, shall serve without compensation. The Trustees may authorize 
40 reimbursement by the Association to any officer or Trustee of the Association for all 
41 expenses incurred by such ·person in connection ·with services rendered in behalf of 
42 the Association. 
43 Sec. 9. The Trustees shall elect a custodian of all funds and property of the 
44 Association, provided that such custodian shall have first offered proof satisfactory to 

House Bill 1396 Page 3 



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997 

1 the Trustees, by bond or otherwise, that it is and will be financially responsible for all 
2 property coming into its hands in a fiduciary capacity. Said custodian shall not 
3 release any of the funds or property of the Association for reasons other than 
4 investment of such funds or property except upon the written authorization of the 
5 Trustees. 
6 The Trustees shall also elect an investment manager who may or may not be the 
7 same person as the custodian. Any such investment manager shall be a bank, or an 
8 insurance company, or an entity registered under the Investment Advisor's Act of 
9 1940. The investment manager shall be authorized to invest and reinvest .the funds or 

10 property of the Association m the investment manager's own judgment and 
11 discretion. The investment manager shall report to the Trustees on a periodic basis, 
12 but not less frequently than each calendar quarter. The investment manager 
13 (including said custodian when acting as investment manager) shall not be liable to 
14 the Association for any act of failure to act by it, except for gross negligence or 
15 willful misconduct. 
16 Sec. 10. A special meeting of the Board of Trustees may be called by the 
17 chairman or vice-chairman, or by any two Trustees, upon 24 hours' written notice 
18 delivered in person to rhe members of said Board or mailed to the last known 
19 address of each member of said Board. A majority of the Trustees in office shall 
20 constitute a quorum at any meeting and a majority vote of the Trustees at a meeting 
21 at which a quorum is present shall constitute act'ion by the Trustees. 
22 Sec. 11. The chairman of the Board of Trustees, when present, shall preside at all 
23 meetings. In the absence of the chairman, the vice-chairman shall act as chairman. 
24 Sec. 12. The secretary shall keep in complete form such data as shall be necessary 
25 for actuarial valuation of the funds of the Association and for checking the 
26 disbursements for and on behalf of the Association. He shall keep minutes of all 
27 proceedings of the Board of Trustees and of the Association, and. the same shall be 
28 kept in a place selected by the Trustees. The treasurer of the Association shall post 
29 yearly at each fire station and at the office of eae.k f'Oliee distriet, fire administration, 
30 as soon as practicable following the end of each year, a financial statement of the 
31 Association. 
32 ·sec. 13. The treasurer of the Association shall deposit with the custodian all funds 
33 and property that may come into his hands for the Association. The said treasurer 
34 shall obtain a receipt from the custodian for all funds and property delivered to the 
35 custodian by the treasurer. Said custodian shall invest and reinvest such funds and 
36 property as directed by the investment manager appointed under Section 9. 
37 Notwithstanding any contrary provisions of Section 9 or of this section. the Trustees 
38 are specifically authorized and empowered to invest funds of the Association by 
39 depositing such funds with the Winston-Salem Firemen's Credit Union on condition 
40 that the Association shall receive interest at an annual rate agreed upon by the 
41 Association and such credit union. 
42 Sec. 14. The custodian and the investment manager shall receive compensation for 
43 services rendered as may be agreed upon from time to time in writing by the Trustees 
44 and by the custodian (with respect to services rendered by the custodian) or the 
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1 investment manager (with respect to services rendered by the investment manager) . 
2 The Trustees shall have the authority to employ legal counsel when, in the opinion of 
3 the Trustees, legal counsel is necessary. In case of such employment, said counsel 
4 shall be paid such fees as may be fair and reasonable as agreed upon in writing by the 
5 Trustees and the counsel so employed. 
6 Sec. 15. On or before August 31, 1987, the Board of Trustees of the Winston-
7 Salem Firemen's Relief Fund shall transfer to the Board of Trustees of the Winston-
8 Salem Firemen's Retirement Fund Association out of properties and funds belonging 
9 to the Winston-Salem Firemen's Relief Fund the sum of fifty-four thousand dollars 

10 ($54,000) in cash or assets. The assets so transferred pursuant to the immediately 
11 preceding sentence shall be transferred upon the basis of the fair market value 
12 thereof as of the date of transfer, and the particular assets to be transferred shall be 
13 determined by joint action of the Board of Trustees of the Winston-Salem Firemen's 
14 Relief Fund and the Board of Trustees of the Winston-Salem Firemen's Retirement 
15 Fund Association. All property of the Association is hereby relieved from any and 
16 all claims of the persons entitled to relief from the Winston-Salem Firemen's Relief 
17 Fund. The North Carolina Firemen's Association, its officers, members, boards and 
18 committees, are also hereby relieved of any claim of any kind whatsoever which may 
19 be based on past service, present service or future service in the Winston-Salem Fire 
20 Department. · The Winston-Salem Firemen's Relief Fund and the officers, members, 
21 boards and committees of said Fund, are also hereby relieved of any claim of any 
22 kind whatsoever which may be based on past, present or future service m the 
23 Winston-Salem Fire Department, if any, so long as any claimant is entitled to benefits 
24 or pension under the provisions of this act. 
25 Sec. 16. (a) Notwithstanding the prov1s1ons of subsection (b) immediately 
26 following, if a person who shall not be a member of the Association shall be 
27 transferred to the employment of the Fire Department from the employment of the 
28 City of Winston-Salem (hereinafter referred to as the City), the following provisions 
29 shall apply in determining whether he shall be a member of the Association following 
30 such transfer: 
31 (1) 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
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If he shall have attained at least his 18th birthday and shall not 
have attained his 40th birthday on the date of such transfer, he 
shall automatically become a member on such date of transfer. In 
determining such transferred employee's number of years of 
continuous employment by the City, employment with the City 
prior to such transfer shall be taken into· account only if such 
employee shall elect to contribute to the Association the a.fflettHl 
sum of (i) glus (ii) glus (iii). where (i) is the amount of twelve 
dollars ($12.00) per HWHth month. measured from the date of his 
hire by the City until earlier of the date of such tra.Hsfer, pltts 

iHterest transfer and June 30. 1998: (ii) is the aggregate amount 
that the person would have contributed. determined in accordance 
with Section 17 of this act. measured from July. 1. 1998. until the 
date of the transfer. if the transfer occurs on or after July 1. 1998: 
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1 
2 
3 

and (iii) is interest accrued at the rate of eight percent f8-%t; • 
at3t3iieaele (8%) with respect to any payments made on and after 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

(2) 

(3) 

(4) 

July 1, 1989, per annum, eomt3ttteel compounded annually on the 
amount accrued as of the end of each fiscal year of the 
Association. 
If he shall have attained at least his 40th birthday on the date of 
transfer, but had not attained such birthday when last employed by 
the City, he may elect within 90 days following such transfer to 
become a member. If he elects to become a member, he shall 
contribute to the Association the amount he would have 
contributed if he had become a member on the day next preceding 
his 40th birthday. In addition, at the option of such employee, he 
may further elect to contribute such additional amount as he 
would have contributed prior to his 40th birthday if his 
employment with the City had been with the Fire Department. 
Any such contributions shall include interest at the rate of eight 

. percent (8% ), applicable to any payments made on and after July 
1, 1989, per annum, computed on the amount accrued as of the 
end of each fiscal year of the Association. 
U he shall have attained at least his 40th birthday when last 
employed by the City, he shall be ineligible to become a member 
following such transfer. 
The elections specified in subdivisions ( 1) and (2) hereof shall be 

24 made in writing to the Trustees within 90 days following such 
25 transfer, and shall be irrevocable when made (subject to 
26 termination of membership upon subsequent separation from 
27 employment with the Fire Department). Any contributions (and 
28 interest) payable pursuant to such election shall be paid in cash in 
29 a lump sum at the time such election shall be filed. 
30 (b) Notwithstanding the provisions of subsection (a) of Section 2 hereof, as soon 
31 as practicable following April 3, 1979, (but in no event more than 60 days thereafter), 
32 the Trustees gave each person who was then employed by the City of Winston-Salem 
33 as a Public Safety Officer an election to be a member or not to be a member of the 
34 Association. Each such election was to be made in accordance with procedures 
35 established by the Trustees and was irrevocable when ma_de (subject to termination of 
36 membership upon a subsequent separation from the employment of the City, and 
37 subject to the provisions of subsection (a) of this Section 16). If a Public Safety 
38 Officer failed to file a timely election, he was deemed to have elected not to be a 
39 member. If a Public Safety Officer who was a member on the date of the election 
40 elected to discontinue membership (or shall have been deemed to have so elected), 
41 within 30 days following such date there should have been refunded to him the full 
42 amount of his prior contributions to the Association, if any, without interest. lf a 
43 Public Safety Officer who failed to make .contributions .prior to the election date 
44 elected to be a member, he shall have within 30 days following such election paid to 
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1 the Association the full amount he would have contributed if he had made required 
2 contributions during the entire period that he was eligible to be a member. Such 
3 contributions included interest at the rate of six percent (6%) per annum, computed 
4 on the amount accrued as of the end of each fiscal year of the Association. 
5 (c) Any member whose employment by the Fire Department as a Public Safety 
6 Officer shall be terminated on or after June 27, 1981, for any reason, including 
7 transfer to another department in the employment of the City, shall be terminated 
8 immediately as a member; provided, that any member who is transferred on or after 
9. July 1, 1981, to another department of the City in a fire-related job shall not become 

10 a terminated member if the following conditions are met: (i) within 15 days following 
11 the date of such transfer he shall file with the Trustees a written election to continue 
12 as a member; and (ii) such member shall be notified in writing by the secretary of the 
13 Association on or before the date of transfer of his right to. make the election.· If a 
14 terminated member shall reenter employment of the Fire Department, his eligibility 
15 to become a member shall be determined at that time in accordance with Section 2 
16 hereof, except to the extent such individual may be entitled to elect to become a 
17 member upon a transfer of employment as provided in subsection (a) of this Section 
18 16. 
19 
20 
21 
22 
23 

(d) In determining the number of years of continuous employment of a member, 
there shall be .taken into account all years for which he shall make contributions in 
accordance with subsection (a) or (e) of this Section 16 or Section 19. For purposes 
of computing a member's years of continuous employment with the City, any period 
of unused sick leave with the Fire Department accrued by the member on the date of 

24 his retirement shall be deemed to be a period of continuous employment with the 
25 Fire Department. 
26 (e) If any member of the Association was employed by the Fire Department as a 
27 cadet, such member's number of years of employment as a cadet may be added to the 
28 period of his continuous employment with the City if, by July 31, 1981, such member 
29 contributed to the Association an amount equal to twelve dollars ($12.00) per month 
30 for the time he was a cadet, plus interest at the rate of six percent (6%) per annum, 
31 computed on the amount accrued as of the end of each fiscal year of the Association. 
32 (f) If a member has been employed by the City continuously for a period of 10 
33 years and has any military service, and is not otherwise treated under Section 26 as 
34 being in the employment of the City during the period of such military service, the 
35 period of such military service shall nevertheless be added to his P<:riod of continuous 
36 employment with the, City upon such member's paying to the Association an amount 
37 equal to twelve dollars ($12.00) for each month of such military service plus interest 
38 at the rate of eight percent (8%), applicable to any payments made on and after July 
39 1, 1989, per annum, compounded annually. Such military service shall be limited to 
40 the initial period of active duty in the armed forces of the United States up to the 
41 time the member was first eligible to be separated or released therefrom, and 
42 subsequent periods of such active duty as required by the armed forces of the United 
43 States up to the date of first eligibility for separation or release therefrom. The 
44 member must submit evidence satisfactory to the Trustees of the military service 
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1 claimed. Such election must be made within one year after the member first 
2 becomes eligible to contribute for such military service. Credit for military service 
3 under this subsection shall not be considered service creditable under another 
4 retirement system for purposes of G.S. 128-26(a). 
5 (g) If an individual who is an active participant in the North Carolina Local 
6 Governmental Employees' Retirement System (the 'System') shall terminate service 
7 with the employer enabling the individual to participate in the System (the 'System 
8 Employer'), and shall immediately enter the employment of the Fire Department, he 
9 may elect to have his period of service under the System considered as continuous 

10 employment with the Fire Department for purposes of this act; provided, that such 
11 election shall be permitted only if the individual was under age 40 when he entered 
12 the employment of the System Employer. This election shall be made in writing to 
13 the Trustees within 90 days of the individual's commencement of employment with 
14 the Fire Department (or, with respect to an individual who becomes employed by the 
15 Fire Department prior to July 1, 1989, this election shall be made on or before 
16 September 30, 1989). The election, if made, shall be accompanied by a cash 
17 contribution to the Association ef tltt tlfflettttt equal to the sum of (i) plus (ii) plus 
18 (iii), where (i) is the amount of twelve dollars ($12.00) per month dttrittg th.e peried 
19 ef h.is sePliee ttttder th.e Systeffl, pltts ittterest measured from the date of the person's 
20 hiring by the City until the earlier of the transfer and June 30, 1998; (ii) is the 
21 ai;grei;ate amount that the person would have contributed, determined in accordance 
22 with Section 17 of this act, measured from July 1, 1998, until the date of the transfer, 
23 if the transfer occurs on or after July 1, 1998: and (iii) is interest accrued at the rate 
24 of eight percent (8%) per annum, compounded annually on the amount accrued as of 
25 the end of each fiscal year of the Association. The election shall be irrevocable when 
26 inade. If the election is not made in a timely fashion, the right to make the election 
27 is forfeited. 
28 Sec. 17. The Treasurer of the City shall make a ffleHth.ly deduction from the 
29 salary of each member of the Association (eJEeept f.er HtefflBers itt th.e etHpley ef th.e 
30 Peliee Oef'aFtfflettt) dtte hiffl By the City itt the tlfflattttt direeted itt vlfitittg BY the 
31 Tntstees, Hat le exeeed twelve dallars ($12.00) f'er ffletttk, tlttd the due him by the 
32 City. The amount of each such deduction shall be determined as of the first day of 
33 each fiscal year of the City, and shall be equal to the quotient obtained by dividing (i) 
34 the product, rounded to the nearest dollar, of .007 multiplied by the annual starting 
35 salary of a firefighter employed by the Fire Department in effect at the beginning of 
36 that fiscal year; by (ii) the number of payroll periods in that fiscal year. The amount 
37 so deducted shall be turned over fflOttth.ly as soon as practicable after the applicable 
38 payroll period by the said Treasurer to the custodian · of the Association as 
39 hereinbefore provided, and the Association shall have the authority to accept 
40 donations from any and all sources whatsoever. 
41 Sec: 18. If at any time there shall not be sufficient assets in the retirement fund of 
42 the Association to pay fully the persons entitled to benefits provided herein, such 
43 persons shall be paid such benefits on a pro rata basis to the extent the assets of such 
44 fund will allow, as shall be determined by the Trustees; provided, that the assets of 
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1 such fund determined as of the close of any fiscal year of the Association shall in no 
2 event be less than ofte millioft five httftdred thettsttftd dollars ($1,500,000). one 
3 hundred thirty percent ( 130%) of the present value of current retirees determined as 
4 of the close of that fiscal year. Effective on or after July 1, 1998. the Trustees shall 
5 obtain a written report from the Association's actuary as of July 1 of each year evenly 
6 divisible by two. or more frequently if the Trustees deem advisable. setting forth the 
7 present value of the assets of the fund and the present value of current liabilities of 

current retirees. 8 
9 Sec. 19. Whenever any member of the Association has been employed by the City 

10 continuously for a period eff of at least 30 years, such member may make written 
11 application to the trustees for his normal retirement benefit, and whenever any 
12 member of the Association has been employed by the City continuously for a period 
13 of at least 25 years but not more than 30 years, such member may make written 
14 application to the Trustees for his early retirement benefit; provided, however, that 
15 such member must retire from the service of the City to receive such benefits. The 
16 normal and early retirement benefits of such member shall be a monthly pension for 
17 the remainder of his life, as provided hereinbelow. For this purpose and for the 
18 purpose of Section 20 hereof, a member shall be deemed to have been employed by 
19 the City continuously if such member shall have been employed continuously by any 
20 combination of the Fire Department or Police Department (but only such 
21 employment by the Police Department as is described in subsection l 6(b) and ( c) 
22 hereof), and the transfer of a member from the employ of one of such organizations 
23 to the employ of the other such organization shall not be deemed to be a termination 
24 of employment by the City. Provided, that if a member has at least 25 years of 
25 employment with the City, but such service is not continuous solely because of a 
26 leave of absence lasting not more than a year and not described in Section 26, such 
27 member shall be deemed to have continuous employment with the City during such 
28 leave of absence; and provided further, that if a member has less than 25 years of 
29 employment with the City but the sum of his years of employment with the City plus 
30 any leave of absence lasting not more than one year and not described in Section 26, 
31 equals or exceeds 25 years, the period of such leave shall be deemed to be continuous 
32 employment with the City if such member contributes to the Association twelve 
33 dollars ($12.00) for each month he was on such leave, plus interest at the rate of eight 
34 percent (8% ), applicable to any payments made on and after July 1, 1989, per annum. 
35 computed on the amount accrued as of the end of each fiscal year of the Association. 
36 Effective beginning July l, 1989, and ending June 30, 1990, the amount of the 
37 monthly pension for each member who is entitled to receive a normal retirement 
38 benefit (including members who retired prior to July l, 1989) shall be two hundred 
39 dollars ($200.00). Effective beginning July 1, 1990, and ending June 30. 1998, the 
40 amount of the monthly pension for each member who is entitled to receive a normal 
41 retirement benefit, including members who retired prior to July 1, 1990, shall be two 
42 hundred fifteen dollars ($215.00). Effective on and after July 1. 1998. the amount of 
43 the monthly pension for each member who is entitled to receive a normal retirement 
44 benefit (includin~ members who retired prior to that date) shall be two hundred five 
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1 dollars ($205.00). The amount of the monthly pension for each member who is 
2 entitled to receive an early retirement benefit as of any date prior to July 1, 1998, 
3 shall be the product of (1) and (2), where (1) is the applicable percentage listed in 
4 the following table based on his years of continuous employment at his early 
5 retirement date, and (2) is the amount of the payment that he would have received as 
6 a normal retirement benefit under this section as of that date: 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Years of Employment at 
Retirement Date 

25 
26 
27 
28 
29 

Percentage of Normal 
Retirement Benefit 

85% 
88% 
91% 
94% 
97% 

Effective on and after July 1, 1998, the amount of the monthly pension for each 
member who began receiving an early retirement benefit prior to July 1, 1998, shall 
be further reduced by multiplying the monthly pension amount by 0.9535. 

Effective on and after July 1, 1998, the amount of the monthly pension of each 
member who retires on or after that date and is entitled to receive an early 
retirement benefit shall be the product of (1) the applicable percentage listed in the 
followin~ table based on the member's years of continuous employment at the 
member's early retirement date, and (2) the amount of the payment that the member 
would have received as a normal retirement benefit under this section as of that date: 

Years of Employment at 
Retirement Date 

25 
26 
27 
28 
29 

Percentage of Normal 
Retirement Benefit 

70% 
76% 
82% 
88% 
94% 

32 Payment shall be subject to the provisions of Section 18 of this act. Section 16( d) 
33 governs the determinations of a member's years of continuous employment. 
34 Sec. 20. Whenever any member of the Association becomes totally and 
35 permanently unable, because of infirmity or disease affecting mind or body (whether 
36 or not induced by injury) to perform his duties for the City, which inability shall be 
37 determined by a medical examination by a physician or physicians of good standing 
38 and repute selected by the Trustees, he shall be deemed to be a disabled member. lf 
39 a disabled member has been employed by the City for at least five full years prior to 
40 suffering disability, he shall be entitled to retire and receive a monthly benefit 
41 payable for the remainder of his life. 
42 Effective beginning July 1, 1989, and ending June 30, 1989, the monthly benefit of 
43 a member who retires as a disabled member (including a member who retired as a 
44 disabled member prior to July 1, 1989) shall equal eight dollars ($8.00) times his 
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1 years of service but in no event more than two hundred dollars ($200.00) per month. 
2 Effective 0ft attci after Jttly 1, 1990, beginning July 1, 1990, and ending June 30, 1998, 
3 the monthly benefit of a member (including a member who retires as a disabled 
4 member prior to this date) shall equal eight dollars and sixty cents ($8.60) times his 
5 years of service, but in no event more than two hundred fifteen dollars ($215.00) per 
6 month. Effective on and after July 1, 1998, the monthly benefit of a member who 
7 retires as a disabled member, including a member who retires as a disabled member 
8 prior to July 1, 1998, shall equal eight dollars and twenty cents ($8.20) times his years 
9 of service, but in no·event more than two hundred five dollars ($205.00) per month. 

10 For this purpose only, years of service shall mean the number of his earned years of 
11 service in the employment of the City (as determined pursuant to Section 16(d) of 
12 this act) ... Payments shall be subject to the provisions of Section 18 of this act. 
13 Notwithstanding the foregoing provisions of this Section 20, in the case of a 
14 disabled member whose disability shall arise out of injuries- incurred in fire safety 
15 activities, such as fire fighting, fire training and fire inspection, such monthly benefit 
16 shall in no event be less than forty dollars ($40.00) per month, whether or not such 
17 disabled. member was employed by the City for at least five years prior to suffering 
18 such disability. The determination of whether such disability arises out of injuries 
19 incurred in fire safety activities shall be made by the Trustees. 
20 Sec. 21. Any disabled member of the Association who retires under Section 19 
21 hereof and who had not been employed by the City for a period of at least 30 years 
22 prior to retirement, shall be subject to call by the Trustees for reexamination by a 
23 physician of good standing and repute selected by the Trustees and, if based upon 
24 such examination it is determined by the Trustees that such member is able to 
25 perform active duties for the City, such member may be reinstated and receive for his 
26 services the same compensation paid to other employees of the City of his rank or 
27 classification. If such member, upon being caHed by the Trustees, shall refuse to 
28 submit to an examination or shall refuse to be reinstated to active duty in the employ 
29 of the City after being found to be able to perform active duty, such benefits as he is 

. 30 then receiving under the provisions of this act shall immediately terminate and his 
31 membership in this Association shall automatically terminate. But in the event that 
32 such member is physically unable to resume active employment, or in the event he is 
33 able and willing to resume active employment but no job with the City is open for 
34 him at such time, his pension or compensation shall continue until there shall be an 
35 opening for such member and he is reemployed by the City. For the purpose of this 
36 Section 21, employment witli the City shall mean only employment with the Fire 
37 Department or Police Department (but employment with the Police Department shall 
38 be included only with regard to any such member who was employed with the Police 
39 Department prior to his retirement under Section 20 hereof). 
40 Sec. 22. When any member of the Association shall resign or be dismissed from 
41 employment by the City (which for this purpose shall include only employment with 
42 the Fire Department or Potice Department), he shall receive a sum of money equal to 
43 all monies paid into the Association by him. · Upon the death of any member of the 
44 Association while in the employment of the City, a sum of money equal to all monies 
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1 paid into the Association by such deceased member shall be paid to the beneficiary 
2 or beneficiaries designated in writing by such deceased member, or in default thereof, 
3 to his estate. If, after retirement, a member of the Association shall die before having 
4 received an amount equal to his contributions to the Association, there shall be paid 
5 to the beneficiary or beneficiaries designated by such member, or in default thereof to 
6 his estate, an amount equal to his contributions less the sum of retirement benefits 
7 paid to such member. The reimbursements provided in this Section 22 shall be in 
8 cash in a lump sum, unless otherwise determined by the Trustees with the consent in 
9 writing of the recipient thereof less interest, if any, previously contributed to the 

10 Association by the member pursuant to Section 16 or Section 19. 
11 Sec. 23. No amount payable or held by the Association under this act for the 
12 benefit of any member or beneficiary thereof shall be subject in any manner to 
13 anticipation, alienation, sale, transfer, assignment, pledge, encumbrance or charge, 
14 nor shall any amount payable or held under this act for the benefit of any member or 
15 beneficiary thereof be in anywise liable for his debts, contracts, liabilities, 
16 engagements, or torts, nor be subject to any legal process to levy upon or attach, but 
17 the provisions of this Section 22 shall not be applicable as regards any dealings with 
18 or obligations to the Winston-Salem Firemen's Credit Union. 
19 Sec. 24. Out of the amount paid to the Insurance Commissioner of the State of 
20 North Carolina upon the amount of all premiums on fire and lightning policies 
21 covering property situated in the corporate limits of the City, the Insurance 
22 Commissioner of the State of North Carolina shall pay annually to the Treasurer of 
23 the City ninety-five percent (95% ), and the Treasurer of the City shall immediately 
24 pay over the same to the treasurer of the Association, or if the treasurer of the 
25 Association shall so direct, the Treasurer of the City shall pay such amount directly 
26 to the custodian. 
27 Sec. 25. No member of this Association or Trustee shall be personally liable in 
28 any manner whatsoever to any person, association, firm or corporation by reason of 
29 his connection with, or act or acts on behalf of, said Association, unless such act or 
30 acts are fraudulently committed. 
31 Sec. 26. If a member of the Association, or an employee of the Fire Department 
32 or Police Department who is not a member of the Association due to failure to meet 
33 the minimum age requirements of subsection 2(b) hereof, is granted a leave of 
34 absence from employment by the City on account of accidental injury or temporary 
35 illness, military service during time of active warfare, compulsory military service in 
36 time of peace, or other good cause, for the purpose of this act such employee shall be 
37 deemed to have remained in the employment of the City during the period of such 
38 leave of absence or any extension thereof if he shall return to active service with the 
39 City promptly following the end of the period of such leave of absence or extension 
40 thereof. During such leave of absence or extension thereof, the Treasurer of the City 
41 shall make no deductions from the salary, if any, of such member, and such member 
42 shall not otherwise be required to make any contributions to the Association during 
43 or with respect to such period. 
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1 Sec. 27. If any person entitled to benefits under this act shall be physically or 
2 mentally incapable of receiving or acknowledging receipt of such benefits, the 
3 Trustees, upon receipt of satisfactory evidence of such incapacity and that another 
4 person or institution is maintaining such person entitled to benefits, and that no 
5 guardian or committee has been appointed for him, may cause any benefits otherwise 
6 payable to him to be made to such person or institution so maintaining him. 
7 Sec. 28. The provisions of this act shall be administered on an equitable and 
8 nondiscriminatory basis, it being the intent hereof that where the Trustees are given 
9 discretionary powers, such powers shall be exercised in an equitable manner and so 

10 as to prevent discrimination between persons similarly situated. All assets of the 
11 Association shall be administered for the exclusive benefit of the members of the 
12 Association and their beneficiaries, and as a fund to provide for such members or 
13 beneficiaries the benefits provided in this act. It shall be impossible for any part of 
14 the principal or income of the retirement fund of the Association to be used for or 
15 diverted to purposes other than for the exclusive benefit of the members of the 
16 Association or their beneficiaries as provided in this act; except that the Trustees may 
17 use such assets to pay the reasonable expenses incurred in administering the said fund 
18 and any debts, liabilities or obligations of said fund. The assets and income of the 
19 fund shall be exempt from all taxes, including income taxes, imposed by the State of 
20 North Carolina or any political subdivision thereof. 
21 Sec. 29. The fiscal year of the Association shall end on June 30 of each year. 
22 Sec. 30. Throughout this act, use of the masculine pronoun shall include the 
23 feminine. 
24 Sec. 31. If any part or section of this act shall be declared unconstitutional or 
25 invalid by the Supreme Court of North Carolina or any other court of last resort of 
26 competent jurisdiction it shall in no wise affect the remainder of this act, and the 
27 remainder shall remain in full force and effect. 
28 
29 
30 
31 
32 
33 

Sec. 32. All the laws and clauses of laws in conflict with the provisions of this act 
are hereby repealed." 

Section 2. None of the provisions of this act shall. create an additional 
liability for the Winston-Salem Firemen's Fund Association unless sufficient funds are 
available to pay fully for the liability. 

Section 3. This act becomes effective July 1, 1998 . 
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SESSION 1997 

HOUSE BILL 1538 

Short Title: Sharpsburg Retirement System. 

Sponsors: Representa_tives Arnold; and Tolson. 

1 

(Local) 

Referred to: Local and Regional Government I, if favorable, Pensions and 
Retirement. 

May 27, 1998 

1 A BILL TO BE ENTITLED 
2 AN ACT TO AUTHORIZE THE TOWN OF SHARPSBURG TO PARTICIPATE 
3 IN THE LOCAL GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM 
4 WITHOUT PROVIDING PRIOR SERVICE CREDITS TO ITS EMPLOYEES. 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15· 

The General Assembly of North Carolina enacts: 
Section 1. Notwithstanding any other provision of law, if the Town of 

Sharpsburg becomes a member of the Local Governmental Employees' Retirement 
System, the town council may elect to provide no prior service credit in the 
Retirement System for employees employed prior to the date that the town becomes 
a participating employer in the Retirement System, and no prior service credit will be 
given for employees of the town for service provided to the town prior to its 
participation in the Retirement System, nor shall the town be required to pay for any 
prior service credits for its employees. 

Section 2. This act applies only to the Town of Sharpsburg. 
Section 3. This act is effective when it becomes law. 



NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Wednesday, September 02, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

UNFAVORABLE AS TO BILL, BUT FAVORABLE AS TO SENATE C.S. BILL 

H.B. 926 Preferred Provider Contracts 
Draft Number: PCS2423 
Sequential Referral: None 
Recommended Referral: None 
Long Title Amended: Yes 

Committee Clerk Comment: None 

TOTAL REPORTED: I 



MINUTES 

The Pension&Retirement/Insurance Committee met Wednesday, September 2, 1998 at 
10:00. There were eleven members in attendance including Sen. Jenkins, who presided. 

HB 926 Preferred Provider Contracts was brought forward by Sen. Jenkins. Sen. 
Weinstein sent forth an amendment which was approved. It was rolled into a committee 
substitute. Sen. Martin moved for an unfavorable as to the original bill, but favorable to 
the committee substitute. , 

The meeting was adjourned. 
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HOUSE BILL 926 
Proposed Senate Committee Substitute H926-PCS2421-RN004 

Short Title: Insurance Law Changes. 

Sponsors: 

Referred to: 

April 14, 1997 

D 

(Public) 

1 A BILL TO BE ENTITLED 
2 AN ACT PERTAINING TO CHANGES IN THE INSURANCE LAWS AND 
3 RELATED LAWS. 
4 The General Assembly of North Carolina eriacts: 
5 
6 
7 
8 
9 

CHARITABLE GIFT ANNUITIES 
Section 1. (a) G.S. 58-3-5 reads as rewritten: 

"§ 58-3-5. No insurance contracts except under Articles 1 through 64 of this Chapter. 
(al It Except as provided in subsection (b) of this section, it is unlawful for any 

10 company to make any contract of insurance upon or concerning any property or 
11 interest or lives in this State, or with any resident thereof, or for any person as 
12 insurance agent or insurance broker to make, negotiate, solicit, or in any manner aid 
13 in the transaction of such insurance, unless and except as authorized under the 
14 provisions of Articles 1 though 64 of this Chapter. 
15 (b) A charitable organization as described in section 50l(c)(3) or section l 70(c) of 
16 the Internal Revenue Code or an educational institution may receive a transfer of 
17 property contingent upon its agreement to pay an annuity benefit to the transferor or 
18 the transferor's nominee without being subject to this Chapter if the following 
19 conditions are met: 
20 ill The organization or educational institution has been in active 
21 
22 
23 

operation for at least five years. 
ill The annuity agreement contains the following disclosure clause: 

'This annuity is not issued by an insurance company, is not subject 



1 
2 
3 
4 
5 
6 
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ill 

to regulation by the State of North Carolina, and is not protected 
or otherwise guaranteed by any government agency or insurance 
guaranty fund.' 
The organization or educational institution has reinsured its 
liability under its annuity agreements with a licensed reinsurer and 
has notified the Department of Insurance of the name of the 

7 reinsurer. 
8 Subdivision (3) of this subsection does not apply to an organization or educational 
9 institution that was issuing annuity agreements prior to the effective date of this 

10 section. 
11 (c) For purposes of this section, 'educational institution' means a school, academy, 
12 institute, college, university, or other entity that maintains a faculty to provide 
13 instruction to students · and that is principally funded on a continuing basis by 
14 appropriations from the State or a political subdivision of the State or that is subject 
15 to Chapters 115C, 1150, or 116 of the General Statutes." 
16 (b) The Department of Insurance shall study the use of charitable gift 
17 annuities by tax-exempt organizations and educational institutions and the need for 
18 solvency requirements to ensure payment of the annuities. The Department shall 
19 report its findings and recommendations to the General Assembly no later than 
20 March 1, 1999. 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

PPO CONTRACT DEEMER PROVISION 
Section 2. G.S. 58-50-56(b) reads as rewritten: 

"(b) Insurers may enter into preferred provider contracts or enter into other cost 
containment arrangements approved by the Commissioner to reduce the costs of 
providing health care services. These contracts or arrangements may be entered into 
with licensed health care providers of all kinds without regard to specialty of services 
or limitation to a specific type of practice. A preferred provider contract or other cost 
containment arrangement that is not disapproved by the Commissioner within 90 
days of its filing by the insurer shall be deemed to be approved." 

AVIATION INSURANCE 
Section 3. G.S. 58-21-10(8) reads as rewritten: 
"(8) 'Surplus lines insurance' means any insurance in this State of risks 

resident, located, or to be performed in this State, permitted to be 
placed through a surplus lines licensee with a nonadmitted insurer 
eligible to accept such insurance, other than reinsurance, aviation 
insurance, wet marine and transportation insurance, insurance 
independently procured pursuant to G .S. 58-28-5, life and accident 
or health insurance, and annuities." 

42 HMO INSOLVENCY CLAIMS PRIORITIES 
43 
44 

Section 4. G.S. 58-30-220 reads as rewritten: 
"§ 58-30-220. Priority of distribution. 

Page 2 House Bill 926 



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997 

1 The priority of distribution of claims from the insurer's estate shall be in 
2 accordance with the order in which each class of claims is set forth in this section. 
3 Every claim in each class shall be paid in full or adequate funds shall be retained for 
4 payment before the members of the next class receive any payment. No subcategories 
5 shall be established within the categories in a class. The order of distribution of 
6 claims shall be: 
7 (1) 
8 

The receiver's expenses for the administration and conservation of 
assets of the insurer. 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

(2) Claims or portions of claims for benefits under policies and for 
losses incurred, including claims of third parties under liability 
policies; claims of HMO enrollees and HMO enrollees' 
beneficiaries: claims for unearned premiums; claims for funds or 
consideration held under funding agreements, as defined in G .S. 
58-7-16; claims under life insurance and annuity policies, whether 
for death proceeds, annuity proceeds, or investment values; and 
claims of domestic and foreign guaranty associations, including 
claims for the reasonable administrative expenses of domestic and 
foreign guaranty associations; but excluding claims of insurance 
pools, underwriting associations, or those arising out of reinsurance 
agreements, claims of other insurers for subrogation, and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages. 

G.ru For HMOs, claims of providers and participating providers, as 
defined in G.S. 58-67-5(h) and G.S. 58-67-5(1), who are obligated 
by statute. agreement. or court order to hold enrollees harmless 

(3) 

(4) 

(5) 

from liability for services provided and covered by an HMO. 
Claims of the federal or any state or local government or taxing 
authority, including claims for taxes. 
Compensation actually owing to employees other than officers of 
the insurer for services rendered within three months before the 
commencement of a delinquency proceeding against the insurer 
under this Article, but not exceeding one thousand dollars ($1,000) 
for each employee. In the discretion of the Commissioner, this 
compensation may be paid as soon as practicable after the 
proceeding has been commenced. This priority is in lieu of any 
other similar priority that may be authorized by law as to wages or 
compensation of those employees. 
Claims of general creditors, including claims of insurance pools, 
underwriting associations, or those arising out of reinsurance 
agreements; claims of other insurers for subrogation; and claims of 
insurers for payments and settlements under uninsured and 
underinsured motorist coverages." 

Section 5. G.S. 58-67-145 reads as rewritten: 
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1 "§ 58-67-145. Rehabilitation, liquidation, or conservation of health maintenance 
2 organization. 
3 Any rehabilitation, liquidation or conservation of a health maintenance 
4 organization shall be deemed to be the rehabilitation, liquidation, or conservation of 
5 an insurance company and shall be conducted under the supervision of the 
6 Commissioner pursuant to the law governing the rehabilitation, liquidation, or 
7 conservation of insurance companies, except that the provisions of Articles 48 and 62 
8 of this Chapter shall not apply to health maintenance organizations. The 
9 Commissioner may apply for an order directing him to rehabilitate, liquidate, or 

10 conserve a health maintenance organization upon one or more grounds set out in 
11 Article 30 of this Chapter or when in his opinion the continued operation of the 
12 health maintenance organization would be hazardous either to the enrollees or to the 
13 people of this State. 
14 Fef the f'tlff'E>Se ef detenHiHiHg the prierity ef distfibtttieH ef geHen1:l sssets, elttiffls 
15 ef eHrnllees Emd elttiffls ef eHmllees' beHefieittfies htt1f'e the Sttffle elttiffls' prierities tts 
16 estttblish:ed by G .S. 58 30 220, fer pelie)·heldus ttftd beHefieittfies ef ethef iHsttrnHee 
17 eefflpttHies. AHy f'ft9¥idef 1uhe is ebligttted by sttttttte, ttgreeffleHt, er eettrt erder te 
18 held eHfellees h:ttffflless ffeffl littbility fef sef¥iees pmvided ttHd ee11ered by ttft HMO 
19 htts ft pFiefity ef distfibtttieH Hext sttberdiHttte te thttt ef pelieyheldefs ttttder G.S. 
20 58 30 220, se thttt his stttttts is ttftef elttiffls fef ttHettfHed prefflittffls, bttt befefe elttiffls 
21 ef geHefttl efeditefs. Prn·.riders Vlhe ttre Hat ebligttted te held ettmllees httrfflless shttll 
22 be tfettted tts geHefttl efediters ttttd shttll pufsue elttiffls ttgttiHst ettmllees uHtil fiHttl 
23 reseltttiett ef the estttte ef the liqttidttted HMO." 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

NCIUA TECHNICAL CORRECTION 
Section 6. G .S. 58-45-10 reads as rewritten: 

"§ 58-45-10. North Carolina Insurance Underwriting Association created. 
There is hereby created the North Carolina Insurance Underwriting Association, 

consisting of all insurers authorized to write and engage in writing within this State, 
on a direct basis, essential property insurance, except town and county mutual 
insurance associations and assessable mutual companies as authorized by G.S. 58-7-
75(5)b, 58-7-75(5)d, and 58-7-75(7)b and except an insurer who only writes insurance 
in this State on property exempted from taxation by the provisions of G.S. 105 296 
ttttd 105 297. G.S. 105-278.1 through G.S. 105-278.8. Every such insurer shall be a 
member of the Association and shall remain a member of the Association so long as 
the Association is in existence as a condition of its authority to continue to transact 
the business of insurance in this State." 

CHILDREN'S HEALTH INSURANCE PORTABILITY 
Section 7. G .S. 58-68-30( c )( 1) reads as rewritten: 

Page 4 

"(1) Creditable coverage defined. -- For the purposes of this Article, 
"creditable coverage" means, with respect to an individual, 
coverage of the individual under any of the following: 
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7 
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10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
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a. 

b. 
C. 

d. 

e. 
f. 

g. 
h. 

I. 

J. 

A self-funded employer group health plan under the 
Employee Retirement Income Security Act of 1974. 
Group or individual health insurance coverage. 
Part A or part B of title XVIII of the Social Security Act. 
Title XIX of the Social Security Act, other than coverage 
consisting solely of benefits under section 1928. 
Chapter 55 of title 10, United States Code. · 
A medical care program of the Indian Health Service or of a 
tribal organization. 
A State health benefits risk pool. 
A health plan offered under chapter 89 of title 5, United 
States Code. 
A public health plan (as defined in federal regulations). 
A health benefit plan under section 5(e) of the Peace Corps 
Act (22 U.S.C. § 2504(e)). 
The Health Insurance Program for Children established in 
Part 8 of Chapter 108A of the General Statutes, or any 
successor program. 

'Creditable coverage' does not include coverage consisting solely 
of coverage of excepted benefits. 11 

22 CONDOMINIUM INSURANCE/INDIVIDUAL UNITS 
23 Section 8. (a) G.S. 47C-3-113(a) reads as rewritten: 
24 11 (a) Commencing not later than the time of the first conveyance of a unit to a 
25 person other than a declarant, the association shall maintain, to the extent available: 
26 (1) Property insurance on the common elements aHd uHits insuring 
27 against all risks of direct physical loss commonly insured against 
28 including fire and extended coverage perils. The total amount of 
29 insurance after application of any deductibles shall be not less than 
30 eighty percent (80%) of the replacement cost of the insured 
31 property at the time the insurance is purchased and at each 
32 renewal date, exclusive of land, excavations, foundations and other 
33 items normally excluded from property policies; and 
34 (2) Liability insurance in reasonable amounts, covering all occurrences 
35 commonly insured against death, bodily injury and property 
36 damage arising out of or in connection with the use, ownership, or 
37 maintenance of the common elements. 
38 (b) G.S. 47C-3-113(b) reads as rewritten: 
39 11 (b) The iHSttfB:Hee fflB:iHtaiHed uHder sttbdirt·isioH (a)( 1) In the case of a building 
40 containing units having horizontal boundaries described in the declaration, the 
41 insurance maintained under subdivision (a)(l), to the extent reasonably available, 
42 shall include the units, but need not include improvements and betterments installed 
43 by unit owners. 11 

44 (c) G.S. 47C-3-113(c) reads as rewritten: 
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1 "(c) If the insurance described in subsection (a) or (b) of this section is not 
2 reasonably available, the association promptly shall cause notice of that fact to be 
3 hand-delivered or sent prepaid by United States mail to all unit owners. The 
4 declaration may require the association to carry any other insurance, and the 
5 association in any event may carry any other insurance it deems appropriate to 
6 protect the association or the unit owners." 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

SMALL EMPLOYER GROUP HEALTH INSURANCE 

Page 6 

Section 9. G.S. 58-50-110(14) reads as rewritten: 
"(14) 'Late enrollee' meotts OH eligible employee or depeHdeHt 1Nho 

req:ttests ettrollmeHt itt o heolth bettefit plott of o smoll employer 
ofter the ettd of the ittitiol ettrollmettt period provided uHder the 
terms of the heolth bettefit plott itt effect ot the time the employee 
first become eligible; has the same meaning as defined in G .S. 58-
68-30(b)(2); provided that the initial enrollment period shall be a 
period of at least 30 consecutive calendar days. Ho•.,..e•rer, In 
addition to the special enrollment provisions in G .S. 58-68-30(f). 
an eligible employee or dependent shall not be considered a late 
enrollee under a small employer health benefit plan if: 

tr. Tl\e ittdividttol ¥+'OS covered ttttder o pttelie or pri'f'ote 
heolth beHefit ploH thot provided, ot the time the 
iHdividuol wos eligiele to eHroll, beHefits equol to or 
exceediHg the some required level of beHefits iH the 
bosic or stoHdord heolth core ploHs odopted pursuoHt 
to G.S. 58 50 120 ottd either the iHdi't'iduol. 

a. 
b. 

-1-:- Lost coveroge uHder OH.other heolth ploH os o 
resttlt of termiHotioH of empl0)1H:ieHt, 
termiHotioH of o spouse's heolth ploH coveroge, 
or the deoth of o spouse or divorce oHd 
reqttests ettrollmettt itt o heolth bettefit plott 
withitt 30 cloys ofter termittotiott of co,·eroge 
provided uttder ottother heolth plott, or 
Stoted, itt writittg, durittg the ettrollmeHt period 
thot coveroge uHder t1:Hot:her emplo)·er heolth 
bettefit ploH Vt'OS the reosoH for deeliHiHg 
co'f'eroge, 

3, 4. Repealed by Session Laws 1993, c. 529, s. 3.3. 
The individual elects a different health benefit plan 
offered through the Alliance or by the small employer 
during an open enrollment period; 
AH eligible employee requests ettrollmettt 1.'t'ithiH 30 
cloys of becomittg OH employee of o member smoll 
emplo)·er; 
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d. A court has ordered coverage be provided for a 
spouse or minor child under a covered employee's 
health benefit plan and the request for enrollment for 
a spouse is made within 30 days after issuance of the 
court order. A minor child shall be enrolled in 
accordance with the requirements of G.S. 58 51 120; 
G.S. 58-51-120: or 

e:- The iHdh·idttal er employee eHrellee makes a reqttest 
fur eHrellmeHt ef tH:e spettse er child witH:ift 30 days 
after tH:e iHdi1tidttal 's er employee's marriage er tfte 
birtft, adeptieft, er placemeHt fur adeptieft ef a CH:ild." 

Section 10. G.S. 58-50-130(g) reads as rewritten: 
"(g) A small employer carrier shall make the information and documentation 

described in subsection ( e) of this section available to the Commissioner upon 
request. Except in cases of violations of this Act, the information is proprietary and 
trade secret information and is not subject to disclosure by the Commissioner to 
persons outside of the Department except as agreed to by the small employer carrier 
or as ordered by a court of competent jurisdiction. Nothing in this section affects the 
Commissioner's authority to approve rates before their use under G .S. 58-65-60(e) or 
G.S. 58-67-50(c)." 

Section 11. G.S. 58-50-135(a) reads as rewritten: 
"(a) Every small employer carrier shall elect either to become a risk-assuming 

carrier and comply with the provisions of G.S. 58-50-140 or become a reinsuring 
carrier and comply with the provisions of G.S. 58-50-145. The election shall be 
binding for a five-year period except that Hte a newly licensed carrier's initial 
election SH:ttll be made v,itkiH 60 days after Jaftttttr)1 1, 1992, aHd shall be made for 
two years. The Commissioner may, for good cause, permit a carrier to modify its 
election during the five-year period. All carriers under common ownership or 
control must make the same election in this State; provided, however, that the 
Commissioner may, for good cause, permit an affiliated carrier to make a separate 
election." 

MEDICARE SUPPLEMENT INSURANCE 
Section 12. G.S. 58-54-25 reads as rewritten: 

"§ 58-54-25. Disclosure standards. 
(a) In order to provide for full and fair disclosure in the sale of policies, no policy 

or certificate shall be delivered in this State unless an outline of coverage is delivered 
to the applicant at the time application is made. 

(b) The Commissioner shall prescribe the format and content of the outline of 
coverage required by subsection (a) of this section. For purposes of this section, 
"format" means style, arrangement, and overall appearance, including such items as 
the size, color, and prominence of type and arrangement of text and captions. Such 
outline of coverage shall include: 
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(1) 

(2) 

A description of the principal benefits and coverage provided in 
the policy; 
A statement of the exceptions, reductions, and limitations 

4 contained in the policy; 
5 (3) A statement of the renewal provisions, including any reservation by 
6 the insurer of a right to change premiums; and 
7 (4) A statement that the outline of coverage is a summary of the policy 
8 issued or applied for and that the policy should be consulted to 
9 determine governing contractual provisions. 

10 (c) The Commissioner may prescribe by rule a standard form and the contents of 
11 an informational brochure for persons eligible for Medicare, which is intended to 
12 improve the buyer's ability to select the most appropriate coverage and improve the 
13 buyer's understanding of Medicare. Except in the case of direct response insurance 
14 policies, the Commissioner may require by rule that the information brochure be 
15 provided to any prospective insured eligible for Medicare concurrently with delivery 
16 of the outline of coverage. With respect to direct response insurance policies, the 
17 Commissioner may require by rule that the prescribed brochure be provided upon 
18 request to any prospective insured eligible for Medicare, but in no event later than 
19 the time of policy delivery. 
20 ( d) The Commissioner may adopt rules for captions or notice requirements, 
21 determined to be in the public interest and designed to inform prospective insureds 
22 that particular insurance coverages are not Medicare supplement coverages, for all 
23 accident and health insurance policies sold to persons eligible for Medicare, other 
24 than: Medicare supplement policies; disability income policies; basic, catastrophic, or 
25 major medical expense policies; or single premium, nonrenewable policies. 
26 (e) The Commissioner may further adopt rules to govern the full and fair 
27 disclosure of the information in connection with the replacement of accident and 
28 health insurance policies, subscriber contracts, or certificates by persons eligible for 
29 Medicare. 
30 (0 No insurer shall use attained age as a structure or methodology for its 
31 Medicare supplement insurance rates unless the structure or methodology is fully 
32 disclosed to the applicant at the time of application or to the insured at the time of 
33 delivery if the purchase is by mail order. All types of solicitation materials shall 
34 clearly indicate that the premiums are based on attained age, which means that those 
35 premiums will increase each year. The Commissioner shall prescribe by rule the 
36 format and content of the attained age rating disclosure notice. The notice shall 
37 include: 
38 
39 
40 
41 
42 
43 
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ill 

ill 

A statement that attained age rating means that rates increase as 
the insured ages or by the age group in which the insured is. 
An illustration based on actual attained age that states the dollar 
amount of premium increase for the insured over a period of not 
less than 10 policy years and that displays the life expectancy of 
the insured at the beginning of the period. 
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ill A statement that premiums for other Medicare supplement policies 
that are on issue age bases do not increase as the insured ages. 
A statement that other Medicare supplement policies that are on 

4 issue age bases should be compared to policies on attained age 
5 bases." 
6 Section 13. Article 54 of Chapter 58 of the General Statutes is amended 
7 by adding two new sections to read: 
8 "§ 58-54-45. By reason of disability. 
9 In addition to any rule adopted under this Article that is directly or indirectly 

10 related to open enrollment, an insurer shall at least make standardized Medicare 
11 Supplement Plan A available to persons eligible for Medicare by reason of disability 
12 before age 65. This action shall be taken without regard to medical condition, claims 
13 experience, or health status. To be eligible, a person must submit an application 
14 during the six-month period beginning with the first month the person first enrolls in 
15 Medicare Part B. 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

"§ 58-54-50. Rules for compliance with federal law and regulations. 
The Commissioner may adopt rules necessary to conform Medicare supplement 

policies and certificates to the requirements of federal law and regulations, including: 
ill Requiring refunds or credits if the policies or certificates do not 

ill 

ill 

meet loss ratio requirements . 
Establishing a uniform methodology for calculating and reporting 
loss ratios. 
Assuring public access to policies, premiums, and loss ratio 
information of issuers of Medicare supplement insurance. 
Establishing standards for Medicare Select policies and 
certificates." 

28 LIFE INSURANCE ILLUSTRATIONS 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Section 14. G.S. 58-60-5 reads as rewritten: 
"§ 58-60-5. Scope of Article; exemptions. 

(a) Except as kefettMef exefflpted, otherwise provided in this Article, this Article 
shttH apply applies to any solicitation, negotiation or procurement of life insurance 
occurring within this State. This Article shall a.pply applies to any issuer of !!. life 
insurance eoHtfa.et contract, including fraternal benefit societies. 

(b) Unless otherwise specifically included, this Article SftftH does not apply to: 
(1) Annuities, 
(2) Credit life insurance, 
(3) Group life insurance, 
( 4) Life insurance policies issued in connection with pension and 

welfare plans as defined by and ·wrhieh: that are subject to the 
federal Employee Retirement Income Security Act of 1974 
(ERISA), 
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1 (5) Variable life insurance under which the death benefits and cash 
2 values vary in accordance with unit values of investments held in a 
3 separate account. 
4 (c) The policy summary in this Article is not required for policies that are sold 
5 subject to rules adopted by the Commissioner for life insurance illustrations. 11 

6 
7 CIVIL PENALTY LAW CHANGES 
8 Section 15. G .S. 58-2-70 reads as rewritten: 
9 11 § 58-2-70. Civil penalties or restitution for violations; sum1na1:, suspension of license 

10 er eertitteate. administrative procedure. 
11 (a) This section applies to any person who is subject to licensure or certification 
12 under the pFtwisieHs ef Afticles 1 tluettgh 64, 65 sHd 66, 67, 69, 70, er 71 ef this 
13 Chapter. 
14 (b) Whenever the Commissioner has reason to believe that any person has 
15 violated any of the provisions of the stattttes cited iH: sttbseetieH (11) ef this seetieH, 
16 this Chapter. and the violation subjects the license or certification of that person to 
17 suspension or revocation, er wheHe·1ef the CerHrHissieHer has reaseH ta believe thst 
18 aHy peFseH hes vielsted Afticle 63 ef this Chapter, the CerHrHissieH:er ffltty isstte sHd 
19 sene ttpeH thst peFseH a writteH stateffleHt ef charges ttftd a wFitteft Hetice of heariHg, 
20 ta be held at a tiffle ttftd place fiJEed iH: the H:otice. The date fer the heariH:g shall fl.et 
21 be less thllH 10 days aftef the date of serviee. It shall be sttffieieH:t to give stteh Hotiee 
22 either by deliveriHg it to the perseH: eharged or by seHdiHg the Hotice to the last 
23 kHowH: sddress ef thst peFsoH: by eertified rHsil, retttrn receipt reqttested. At the tiffle 
24 aHd piece fixed for the heariH:g the persoH: charged shall have tlfl opportttHity ta 
25 11Hswer the charges agaiHst hiffl 11Hd preseH:t evideHce OH: his behalf. UpoH good cattse 
26 shev1H:, the CefflfflissioHer fflftY perrHit llHY adversely affected persoH to iHterveHe, 
27 sppear, ftftd be heard at the heariHg by eottHsel or iH persoH:. The CoFHFHissioHer FHllY 
28 eeHsolidate a hettfiHg ttHder this seetioH: with 11 heariHg ttllorued trnder G .S. 58 63 25 
29 V'f1here there is eofflfflt>H sttbject ffllltter iHYolved 11Hd sttbjeet to procedttral 
30 reqttireffleftts set ettt iH beth sectieHs beiH:g fellewed. the Commissioner may, after 
31 notice and opportunity for a hearing, proceed under the appropriate subsections of 
32 this section. 
33 ( c) IH ttHy case where a hesriHg pttrsttaH:t te sttbsectieH: (b) ef this sectieH resttlts iH 
34 the fiH:diRgs by the CorHfflissioHer of If, under subsection (b) of this section, the 
35 Commissioner finds a violation of tlH)' of the pro"+·isioHs of the stttttttes cited iH 
36 sttbsectioH (a) of this sectieH, tlftd the ·tiolatioH sttbjects the liceHsc or certifictHioH of 
37 that perseft to sttspeHsioft er revecatieH, er fiHdiHgs by the CeFHrHissioHer of a 
38 't1ielatieH ef Artiele 63 of this Chapter, the Commissioner may, in addition to or ift 
39 liett- instead of suspending or revoking the license or certification, order the payment 
40 of a monetary penalty as provided in subsection ( d) of this section or apply to 
41 petition the Superior Court of Wake County for an order directing payment of 
42 restitution as provided in subsection (e) of this section, or both. Each day during 
43 which a violation occurs shall coHstitttte constitutes a separate offeHse. violation. 
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1 ( d) U19eH a fiHdiH:g by the CefflfflissieHer ef a vielatieft as s19eeified ift If the 
2 Commissioner orders the payment of a monetary penalty pursuant to subsection (c) 
3 of this section, the Cefflfflissiofter shall direet the 19ayffleflt of a penalty of fl:Ot shall 
4 not be less than one hundred dollars ($100.00) nor more than one thousand dollars 
5 ($1,000). In determining the amount of the penalty, the Commissioner shall consider 
6 the degree and extent of harm caused by the violation, the amount of moriey that 
7 inured to the benefit of the violator as a result of the violation, whether the violation 
8 was committed willfully, and the prior record of the violator in complying or failing 
9 to comply with laws, rules, or orders applicable to the violator. The penalty shall be 

10 payable to the Commissioner, who shall then forward the clear proceeds of which to 
11 the State Treasurer for deposit in the General Fund of the State. Payment of the 
12 civil penalty under this section shall be in addition to payment of any other penalty 
13 for a violation of the criminal laws of this State. 
14 ( e) Upon a1919lieatieft petition of the Commissioner aftd a fifldiflg by the eourt ef a 
15 vielatieft as s19eeified in subseetien (e) ef this seetien, the court may order the person 
16 who committed Hte £l violation specified in subsection (c) of this section to make 
17 restitution in an amount that would make whole any person harmed by the violation. 
18 The petition may be made at any time and also in any appeal of the Commissioner's 
19 order. 
20 (f) Restitution to any State agency for extraordinary administrative expenses 
21 incurred in the investigation and hearing of the violation may also be ordered by the 
22 court in such amount that would reimburse the agency for the expenses. 
23 (g) Nothing in this section shall 19revent prevents the Commissioner from 
24 negotiating a mutually acceptable agreement with any person as to the status of the 
25 person's license or certificate or as to any civil penalty or restitution. 
26 (h) Netwithstafldiflg subseetiefl (b) of this seetimt, if the Cofflfflissiofler fiflds tkat 
27 the 13ublie health, safety, or •.vclfttre requires efflergefley aetiofl afld ifleor13erates this 
28 fiRdiflg ift his order, sufflfflary sus13eHsiofl of a lieeflse or certifieate ffltlY be erdered 
29 effeetive 6ft the date s13eeified ift the erder or oft serviee of the certified eOf:))' of the 
30 erder at the lest kne1NH address ef the licensee, •wh.ieh.ever is later, tlfld effective 
31 duriflg the 19reeeediflgs to sust3efld, re·toke, er refuse refte•.val r,rnvided fer in 
32 subseetieft (b) ef th.is seetiefl. The 19rneeediHgs sh.all be l9f0fflf:)tly eofflfflefleed aftd 
33 detefffliHed. Unless otherwise specifically provided for, all administrative proceedings 
34 under this Chapter are governed by Chapter 150B of the General Statutes. Appeals 
35 of the Commissioner's orders under this section shall be governed by G .S. 58-2-75." 
36 

NOTICES FROM INDIVIDUAL LICENSEES 37 
38 
39 
40 

Section 16. Article 2 of Chapter 58 of the General Statutes is amended by 
adding a new section to read: 
"§ 58-2-69. Notification of criminal convictions and changes of address; service of 

41 notice. 
42 (a) As used in this section: 
43 ill 'License' includes any license, certificate, registration, or permit 
44 issued under this Chapter. 
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(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 
(13) 

(14) 

For any cause sufficient to deny, suspend, or revoke the license 
under any other provision of this Article. 
Violatiofl: of afl:)' laws of this State relatiHg to eail A conviction of 
any misdemeanor committed in the course of dealings under the 
license issued by the Commissioner . 
Material misstatement, misrepresentation or fraud in obtaining the 
license. 
Misappropriation, conversion or unlawful withholding of moneys 
belonging to insurers or others and received in the conduct of 
business under the license. 
Fraudulent or dishonest practices in the conduct of business under 
the license. 
Conviction of a feloHy regarclless of the tiffle the eoHvietiofl: 
oeeturecl afl:cl regarclless of whet.her the eoHvietioH resttltecl froffl 
eoHclttet iH or relatecl to the eail eoHcl ettsiHess. crime involving 
moral turpitude. 
Failure to comply with or violation of the provisions of this Article 
or of any order, rule or regulation of the Commissioner. 
When in the judgment of the Commissioner, the licensee has in the 
conduct of the licensee's affairs under the license, demonstrated 
incompetency, financial irresponsibility, or untrustworthiness; or 
that the licensee is no longer in good faith carrying on the bail 
bond business; or that the licensee is guilty of rebating, or offering· 
to rebate, or offering to divide the premiums received for the 
bond. 
For failing to pay any judgment or decree rendered on any 
forfeited undertaking in any court of competent jurisdiction. 
For charging or. receiving, as premium or compensation for the 
making of any deposit or bail bond, any sum in excess of that 
permitted by this Article. 
For requiring, as a condition of executing a bail bond, that the 
principal agree to engage the services of a specified attorney. 
For cheating on an examination for a license under this Article. 
For entering into any business association or agreement with any 
person who is at that time found by the Commissioner to be in 
violation of any of the bail bond laws of this State, or who has 
been in any manner disqualified under the bail bond laws of this 
State or any other state, whereby the person has any direct or 
indirect financial interest in the bail bond business of the licensee 
or applicant. 
For knowingly aiding or abetting others to evade or violate the 
provisions of this Article. 
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(15) Any cause for which issuance of the license could have been 
refused had it then existed and been known to the Commissioner 
at the time of issuance. 

4 (e) The Cofflfflissiefter, ifl liett ef re•,ekiflg or sttspettdiRg a licettse itt accordattce 
5 with the pre11isiefts ef this Article, fflay, ift atty otte prnceedittg, ey erder, reqttire the 
6 licettsee to pay to the scheel fttftd itt the licettsee's eottttt)' ef residettce a ci11il peHalty 
7 of two ftttttdred fifty dellars ($250.00) for eacft effcRse. Upeft tfte licettsee's failttre te 
8 pay tfte peHalty vlitH:iH 20 da)'S after tfte erder is fflailed, pestage prepaid, registered 
9 aHd add:ressed te the liceftsee's last kHOVt'tt place ef ettsiHess, ttttless tfte erdcr is 

10 stayed ey aft order of tH:e cottrt ef cefflpetettt jttrisdictieft er ttttlcss tfte Cefflfflissietter 
11 fl.as already sttspettded or rcYeked tftc lieettse ef tfte liceRsee, tH:e CefflfflissioHcr fflay 
12 revoke the liceHse or fflay sttspettd the liccHse for aHy period. 
13 (b) The Commissioner shall deny, revoke, or refuse to renew any license under 
14 this Article if the applicant or licensee is or has ever been convicted of a felony. 11 

15 Section 25. G.S. 58-71-71(a) reads as rewritten: 
16 11 (a) In order to be eligible to take the examination required to be licensed as a 
17 runner or bail bondsman under G.S. 58-71-70, each person shall complete at least 2G 
18 12 hours of education in subjects pertinent to the duties and responsibilities of a 
19 runner or bail bondsman, including all laws and regulations related to being a runner 
20 or bail bondsman. 11 

21 Section 26. G. S. 58-71-71 (b) reads as rewritten: 
22 11 (b) Each year every licensee shall complete at least +g six hours of continuing 
23 education in subjects related to the duties and responsibilities of a runner or bail 
24 bondsman before renewal of the license. This continuing education shall not include 
25 a written or oral examination. A person who receives his first license on or after 
26 January 1 of any year does not have to comply with this subsection until the period 
27 between his first and second license renewals." 
28 Section 27. G.S. 58-71-165 reads as rewritten: 
29 11 § 58-71-165. Monthly report required. 
30 Each professional bail bondsman and surety bondsman shall file with the 
31 Commissioner ef IHsttrattec a written report in form prescribed by the Commissioner 
32 regarding all bail bonds on which the bondsman is liable as of the first day of each 
33 month showing (i) each individual bonded, (ii) the date the bond was given, (iii) the 
34 principal sum of the bond, (iv) the State or local official to whom given, and (v) the 
35 fee charged for the bonding service in each instance. The report shall be filed on or 
36 before the fifteenth day of each month. WitH:itt the saffle tiffle, a copy of this vaitteH 
37 report fflttst also ee filed with the clerk of sttperior cottrt itt atty cottftty ift vlhich the 
38 eoRclsfflaft is oeligated Oft eail l=,oftds. Any person who knowingly and willfully 
39 falsifies a report required by this section is guilty of a Class I felony." 
40 Section 28. G.S. 58-71-71(e) reads as rewritten: 
41 11 

( e) AHy persoft who falsely represettts to the Cofflfflissiofter that the reqttireffleRts 
42 of this sectimt ha¥e eeett fflet is stteject, after Hotice aHd opportttftit)' for heariRg, to 
43 G.S. 58 2 70. The license of any person who fails to comply with the continuing 
44 education requirements under this section shall lapse. The Commissioner may, for 
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1 good cause shown, ~rant extensions of time to licensees to comply with these 
2 requirements. Any licensee who, after obtaining an extension under this subsection, 
3 offers evidence satisfactory to the Commissioner that the licensee has satisfactorily 
4 completed the required continuing professional education courses is in compliance 
5 with this section. 11 

6 Section 29. G.S. 58-71-85(a) reads as rewritten: 
7 "(a) The suspension or revocation of, or refusal to renew, any license under G.S. 
8 58-71-80 shall be in accordance with the provisions of Artiele 3A ef Chapter 1508 of 
9 the General Statutes." 

10 Section 30. G.S. 58-71-20 reads as rewritten: 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

"§ 58-71-20. Surrender of defendant by surety; when premium need not be returned. 
At any time before there has been a breach of the undertaking in any type of bail 

or fine and cash bond the surety may surrender the defendant to the official to whose 
custody the defendant was committed at the time bail was taken, or to the official 
into whose custody the defendant would have been given had he been committed; in 
such case the full premium shall be retttrHed. returned within 72 hours after the 
surrender. The defendant may be surrendered without the return of premium for the 
bond if he hes eeeH gttilty ef HeHpeyffleHt ef preffl:ittffl, eheHgiHg eddress ·.vithettt 
HetifyiHg his eeHdsffl:BH, eeHeeeliHg hifflsclf, lee·liHg the jttrisdietieH ef the eettrt 
witkettt the permissieH ef his eeHdsffl:BH er vieletiHg his eeligetieH te the eettrt. the 
defendant does any of the following: 

ill Willfully fails to pay the premium to the surety or willfully fails to 
make a premium payment under the agreement specified in G .S. 
58-71-167. 

ill Changes his or her address without notifying the surety before the 
address change. 

ill Physically hides from the surety. 
ill Leaves the State without the permission of the surety. 
ill Violates any order of the court. 11 

Section 31. G.S. 58-71-95(5) reads as rewritten: 
"(5) Accept anything of value from a principal or from anyone on 

behalf of a principal except the premium, which shall not exceed 
fifteen percent (15%) of the face amount of the bond; provided 
that the bondsman shall be permitted to accept collateral security 
or other indemnity from a principal or from anyone on behalf of a 
principal. Such collateral security or other indemnity required by 
the bondsman must be reasonable in relation to the amount of the 
bond and shall be returned ttpeft within 72 hours after final 
termination of liability on the bond." 

41 VIATICAL SETTLEMENT PROVIDERS 
42 
43 
44 

"G) 

Page 18 

Section 32. G.S. 58-58-420) reads as rewritten: 
Authority to Adopt Standards. -- The Commissioner may: 

(1) Adopt rules to implement this section. 
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(2) Establish standards for evaluating reasonableness of payments 
under contracts. This authority includes regulation of discount 
rates used to determine the amount paid in exchange for 
assignment, transfer, sale, devise, or bequest of a benefit under a 
policy. 

(3) Establish appropriate registration and other regulatory 
requirements for brokers. 

f4, Retittire tl l:JoHd. 11 

HOME INSPECTORS 
Section 33. G.S. 143-151.45 reads as rewritten: 

11 § 143-151.45. Definitions. 
The following definitions apply in this Article: 

(1) Associate home inspector. -- An individual who is affiliated with or 
employed by a licensed home inspector to conduct a home 
inspection of a residential building on behalf of the licensed home 
inspector. 

(2) Board. -- The North Carolina Home Inspector Licensure Board. 
(3) Compensation. -- A fee or anything else of value. 
(4) Home inspection. -- A written evaluation of eHe two or more of 

the following components of a residential building: heating system, 
cooling system, plumbing system, electrical system, structural 
components, foundation, roof, masonry structure, exterior and 
interior components, or any other related residential housing 
component. 

(5) Home inspector. -- An individual who engages in the business of 
performing home inspections for compensation. 

(6) Residential building. -- A structure intended to be, or that is in 
fact, used as a residence by one or more individuals." 

Section 34. G.S. 143-151.52 reads as rewritten: 
11 § 143-151.52. Requirements to be licensed as an associate home inspector. 

To be licensed as an associate home inspector, a person must do all of the 
following: 

(1) Submit a completed application to the Board upon a form 
provided by the Board. 

(2) Pass a licensing examination prescribed by the Board. 
(3) Pay the applicable fees. 
( 4) Have a high school diploma or its equivalent. 
(5) Be employed by or affiliated with or intend to be employed by or 

affiliated with a licensed home inspector and submit a sworn 
statement by Hte that licensed home inspector with whoffi the 
t1ppliet1Ht is or iHteHds to l:Je ttffilittted certifying that the licensed 
home inspector will actively supervise and train the applicant. 11 

Section 35. G.S. 143-151.53 reads as rewritten: 
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1 "§ 143-151.53. Notification ttE to applicant following evaluation of application. 
2 The BesFcl mttst Fe·,iew eseh sppliestieH fur ft lieeHse sttbmittecl te it ftHd mttst 
3 Hetify eseh sppliesHt that the sppliestieH is eithef seeeptecl ef rnjeeted. The Beard 
4 mttst seHd the HetifiestieH ef seceptttHee er rcjeetieH vlithiH 30 clttys ef reeei¥iHg the 
5 ttpplictttioH. If th:e BosFd Fcjeets ttft s1919lietttioH, the H:otice seHt te th:e tt1919licttHt fftttst 
6 stttte the rnttsoHs fur th:e rcjeetieH. If the Board finds that the applicant has not met 
7 fully the requirements for licensing, the Board shall refuse to issue the license and 
8 shall notify in writin~ the applicant of the denial, stating the grounds of the denial. 
9 The application may also be denied for any reason for which a license may be 

10 suspended or revoked or not renewed under G.S. 143-151.56. Within 30 days after 
11 service of the notification, the applicant may make a written demand upon the Board 
12 for a review to determine the reasonableness of the Board's action. The review shall 
13 be completed without undue delay, and the applicant shall be notified promptly in 
14 writing as to the outcome of the review. Within 30 days after service of the 
15 notification as to the outcome, the applicant may make a written demand upon the 
16 Board for a hearin& under Article 3A of Chapter 150B of the General Statutes if the 
17 applicant disagrees with the outcome." 
18 Section 36. G.S. 143-151.56 reads as rewritten: 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

"§ 143-151.56. Suspension, revocation, and refusal to renew license. 
(a) The Board may deny or refuse to issue or renew a license, may suspend or 

revoke a license, or may impose probationary conditions on a license if the license 
holder or applicant for licensure has engaged in any of the following conduct: 

(1) Employed fraud, deceit, or misrepresentation in obtaining or 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

attempting to obtain or renew a license. 
Committed an act of malpractice, gross negligence, or 
incompetence in the practice of home inspections. 
Without having a current license, either performed home 
inspections for compensation or claimed to be licensed. 
Engaged in conduct that could result in harm or injury to the 
public. 
Been convicted of or pied guilty or nolo contendere to any Cflffle 
misdemeanor involving moral tttFpitttdc. turpitude or to any felony. 
Been adjudicated iHS8fte t)f iH€tJfflf)CteHt 886 H8S Hat I9fCSCHtccl 
vreef ef reee¥ef)' ffefft the eeHclitieH. incompetent. 
Engaged in any act or practice that violates any of the provisions of 
this Article or any rule issued by the Board, or aided, abetted, or 
assisted any person in a ¥ieltttimt. violation of any of the provisions 
of this Article. 

39 (b) A denial of licensure, refusal to renew, suspension, revocation, or imposition 
40 of probationary conditions upon a license holder may be ordered by the Board after a 
41 hearing held in accordance with Article 3A of Chapter 150B of the General Statu~es 
42 and rules adopted by the Board. An application may be made to the Board for 
43 reinstatement of a revoked license if the revocation has been in effect for at least one 
44 year." 
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MANUFACTURED HOME DEALERS 
Section 37. Article 9A of Chapter 143 of the General Statutes 1s 

amended by adding a new section to read: 
"§ 143-143.21B. Dealer cancellation; deposit refund. 

A dealer shall refund to a buyer the full amount of a deposit on the purchase of a 
manufactured home if the buyer has fulfilled his obligations under the purchase 
agreement and the dealer cancels the purchase at any time." 

EFFECT OF HEADINGS 
Section 38. The headings to the parts of this act are a convenience to the 

reader and are for reference only. The headings do not expand, limit, or define the 
text of this act. 

EFFECTIVE DATES 
Section 39. This section and Sections 1, 2, 3, 4, 5, 6, 7, 10, 11, 14, 15, 17, 

18, 22, 27, 29, 32, 33, and 34 of this act are effective when they become law; provided 
that the disclosure requirement in G.S. 58-3-5, as enacted in Section 1 of this act, 
applies only to annuity agreements issued on or after October 1, 1998. Section 19 of 
this act becomes effective September 1, 1998. Sections 9, 12, 13, 20, 21, 23, 24, 25, 
28, 30, 31, 35, 36, and 37 of this act become effective October 1, 1998. Sections 8, 16, 
and 26 of this act become effective January 1, 1999. 
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PENSIONS & RETIREMENT/INSURANCE COMMITTEE 

WEDNESDAY, OCTOBER 14, 1998 

MINUTES 

The Senate Pensions & Retirement/Insurance Committee met on Wednesday, 
October 14, 1998 at 3:34 p.m. in the Senate Chamber. Eight members were present, 
including Senator Thomas Jenkins, who presided. 

Action was taken on the following bill: 

HB 1362, Military Service Credit, was explained by Senator Jenkins. Senator 
McDaniel moved a favorable report of the bill. The motion carried unanimously. 
Favorab e port. 

~~ 
Senator Cornelia McMillan, Clerk 



NORTH CAROLINA GENERAL ASSEMBLY 
SENATE 

PENSIONS & RETIREMENT/ INSURANCE COMMITTEE REPORT 
Senator Tommy Jenkins, Chairman 

Thursday, October 15, 1998 

SENATOR TOMMY JENKINS, 
submits the following with recommendations as to passage: 

FAVORABLE 

H.B. 1362 Military Service Credit. 
Sequential Referral: None 
Recommended Referral: None 

Committee Clerk Comment: None 

TOTAL REPORTED: 1 



HB 1362 

PENSIONS & RETIREMENT/INSURANCE COMMITTEE 

WEDNESDAY, OCTOBER 14, 1998 

SENATE CHAMBER 

Military Service Credit Representative Preston 

Adjournment 



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1997 

1 Section 3. This act is effective when it becomes law and applies to 
2 persons retiring on or after that date. 
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North Carolina General Assembly 
Legislative Services Office George R. Hall, Legislative Services Officer 

(919) 733-7044 

. Robinson, Director 
Administrative Division 
Room 5, L~islative Building 
16 W. Jones Street 

Geny F. Cohen, Director 
Bill Drafting Division 
Suite 401 , LOB 
300 N. Salisbury St. 
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(919) 733-6660 

Thomas L. Covington, Director 
Fiscal Research Division 
Suite 619, LOB . ' 
300 N. Salisbury St. ~ 

Raleigh, NC 27603-5925 
(919) 733-4910 

Donald W. Fulford, Director 
Information Systems Division 
Suite 400, LOB 
300 N. Salisbury St. 
Raleigh, NC 27603-5925 
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Suite 545, LOB 
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Raleigh, NC 27603-5925 
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(919) 733-7500 

June 5, 1998 

MEMORANDUM 

TO: 

FROM: 

Representative Jean Preston 

Stanley Moo~ 
· Fiscal Research Division 

SUBJECT: Actuarial Note ·House Bill 1~62 

Re: Allow.s transferred service to be included in deter.mining 
whether .a member -of :the Teachers' and State Employees' 
Retirement System or the Local ·Governmental Employees' 
Retirement System can purchase military service. 

· In .accordance with North Carolina General Statute 120-114 and 
.applicable Rules of the North Carolina Senate and House of 
Representatives, attached is a certified copy of an original actuarial note 
on the above _subject as prepared by the General Assembly's Consulting 
Actuary. A certified copy of an original actuarial note on the same 
subject from the Plan Administrator's Consulting Actuary is also 
attached for your review. 

cc: Chairman, House Committee on Pensions & Retirement 
House Principal Clerk 

Attachment(s): 
(1) Legislative Actuarial Note 
(2) Actuarial Note, Buck Consultants, June 5, 1998 
(3) Actuarial Note. Hartman & Associates, June 4, 1998 

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER 



NORTH CAROLINA GENERAL ASSEMBLY 
LEGISLATIVE ACTUARIAL NOTE 

/~ NUMBER: House Bill 1362 

>\sHORT TITLE: Military Service Credit 

SPONSOR(S): Representative Preston 

SYSTEM AFFECTED: Teachers' and State Employe.~s' Retirement System and Local 
Governmental Employees' Retirement System 

BILL SUMMARY: : Allows transferred service to be included in determining whether a 
member of the Teachers' and State Employees' Retirement System or the Local Governmental 
Employees' Retirement System can purchase military service. 

EFFECTIVE DATE: When it becomes law. 

ESTIMATED IMPACT 
Retirement System Actuary: Buck Consultants estimates that there should be no cost to · 
the Teachers' and State Employees' Retirement System or the Local Governmental 
Employees' Retirement System. 
General Assembly Actuary: Hartman & Associates estimates that there should be no cost 
to the Teachers' and State Employees' Retirement System or the Local Governmental 

~ Employees' Retirement System. 

[~SUMPTIONS AND METHODOLOGY: Teach.:'s & State Employees' Retirement 
System The cost estimates ofthe System's Actuary are based on the employee data, 
actuarial assumptions and actuarial methods used to prepare the December 31, 1996 
actuarial valuation of the fund. The data included 263,920 active members with an annual 
payroll of $6.845 billion and 88;605 retired members in receipt of annual pensions totaling 
$1.096 billion. Significant actuarial assumptions used include (a) an investment return rate 
of 7.5%, (b) salary increase rate of 6.25%, (c) the George B. Buck M~rtality Tables for deaths 
in service and after retirement and (d) rates of separation from active service based on 
System experience. The actuarial cost method used was the entry age normal method with 
open-end unfunded .accrued liability and an frozen unfunded liquidation period of nine years. 
Detailed information concerning these assumptions and methods is shown in the actuary's 
report which is available upon request from Stanley Moore. 

Local Governmental Employees' Retirement System: The cost estimates of the 
System's Actuary are based on the employee data, actuarial assumptions and actuarial 
methods used to prepare the December 31, 1996 actuarial valuation of the fund. The data 
included 104,454 active members with an annual payroll of $2.594 billion and 24,028 retired 
members in receipt of annual pensions totaling $227.7 million. Significant actuarial 
assumptions used include (a) an investment return rate of 7.5%, (b) salary increase rate of 

~ 6.25%, (c) the 1979 George B. Buck Mortality Tables for deaths in service and after 
)~tirement and (d) rates of separation from active service based on System experience. The 

jdctuarial cost method used was the projected benefit method with aggregate level normal cost 
and frozen accrued liability. Detailed information concerning these assumptions and 
methods is shown in the actuary's report which is available upon request from Stanley Moore. 

- 1 -
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BUC' . 
CONSULTANTS 

· 200 Galleria Parkway, .N.W •. Suite 1200 
AUanta. Georgia 30339-5945 

June :4, 1998 

Mr. Mr. ]ackPnriu 
. -Deputy-Treasurer Bild Director 
Retirement 'Systems Division 
Depmtmcnt·of'State 'Treasurer 
325 NonhSalisbmy&rect 
Baleigh, No:nh ,Carolina 27603-1385 

:Re: House Bill 1362 

Dear Mr. Pruitt: 

.. 

We ::have :received your Jetter of May 27 regarding House Bill 1362 which affects the 
· Teachers' -and StateEmployees' Retirement System. 

This .legislation ,causes the military purchase .provisions of G..S. I28-26(jl) and 135~ · 
4(f){'.7) .t.o comport with the withdrawn ,account _purchase provisions ·of·G.S. 128-:26{1) .and 
135-4.(k), ,and;fhe :out-of-state purclmse .provisions of·G.S. 128-26{j2) ·mid 135-4(11). · 

Inasmuch :as this re-establishes .a long-standing practice of 1he Retirement -Systems 
Division, no .aoditlonal liability would accrue ·against the Retirement 'System. 

Ifwe -can :be of further '288istance with regard to this legislation, ;please do not hesitate to 
contact us. 

Sincerely, 

Edward A Macdonald 
Principal and Consulting Actuary 

EAM:mt 
H:\HOME\ACT'\NC'IE\HB1362.DOC 
JC 387 'BC Al3 

k Consultants, Inc. 

770 I 955·2486 Fall 770 l 933·8336 

:,· 

.< 
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HARTMAN & ASSOCIATES, LLC 

·'.§srUARIAL CONSULTING 

.·.:-_-:~,~J..:ruc V. HARTMAN, FSA, MAAA, MCA, EA 

. 
' . 

Phone: (336) 731-4038 
F~: (336) 731-2583 

May 26, 1998 

Mr. Stanley Moore 
Fiscal Research Division 
North Carolina General Assembly· 
300 N. Salisbury_:Street 
Raleigh,· NC 27603-5925 

668 Llnk Road 
Lexington, NC 27295 

Re: House Bill 1362: An Act to Provide that Transferred Service 
Credits May Be Included in Determining Whether .a Member of 
the TSERS or LGERS May Purchase Military Service 

Dear Mr. Moore: 

·::~:~:1~·, 

This bill amends G.S. 128-26(jl) and G.S. 135-4(f)(7'.) regarding 
purchase of·_ creditable service for. service in the Armed Forces of 
the·United States. These·amendments allow members .of the 
Teachers' and State Employees' Retirement System and the Local 
Governmental Employees' Retirement System to include transferred 
service ,credits in determining eligibility to purchase .military 
service .-.. credit. 

To purchase this service,·the member must make a lump-sum payment 
.into the Annuity Savings Fund for.the system of which the 
·employee is currently ·a member. The inclusion of transferred 
service -credits may allow additional members to purchase military 
oervice credits or other members to purchase credits sooner than 
otherwise available. The cost for purchasing this service will 
be the full actuarial cost of providing er-edit for such service, 
based on the assumptions used in the actua:::::-ial valuation of the 
retirement system liabilities, plus an administrative fee 
determined by the Board of Trustees. Based on this methodology, 
there should be no additional cost to either the Teachers' and 
State Employees' Retirement System or the Local Governmental 
Employees' Retirement System. 

If you have any questions, please let me know. 

Sincerely, 

Md:~· 
Mark V. Hartman, FSA, MAAA, MCA, EA 
Consulting Actuary ACTUARIAL.NOTE_ . 
MVH/jj True & Exact Copy of Ong1nal 

~ ~ate:b-S-tJ.~ 
Certified Byb l.,eglst'ative Fiscal Research 




