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Corrected #2: Remove HB 288 and add HB 16

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, March 24, 2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 151 Property Insurance Ratemaking Representative Tine
Reform. Representative Setzer

Representative J. Bell
Representative Jackson
HB 16 Repeal outdated reports.-AB Representative Pendleton

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 4:39 PM on
Monday, March 23, 2015.

__ Principal Clerk
Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






Margie Penven (Rep. Danra Riimnardner)

‘ubject: FW: <NCGA> House Insurance Committee Meeting Notice for Tuesday, March 24, 2015
at 1:00 PM - CORRECTED #1
Attachments: Add Meeting to Calendar_LINC_.ics

From: Dianne Russell (House Legislative Assistant Director)

Sent: Thursday, March 19, 2015 4:00 PM

To: Rep. Mitchell Setzer; Rep. Darren Jackson; Rep. Paul Tine; Rep. John Bell; Rep. Dana Bumgardner

Cc: Margaret Herring (Rep. Mitchell Setzer); Angela McMillan (Rep. Darren Jackson); Katy Kingsbury (Re  Paul Tine);
Susan West Horne (Rep. John Bell); Margie Penven (Rep. Dana Bumgardner)

Subject: <NCGA> House Insurance Committee Meeting Notice for Tuesday, March 24, 2015 at 1:00 PM - CORRECTED
#1

Corrected #1: Remove HB 287 and add HB 288

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA ::ON
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:
DAY & DATE: Tuesday, March 24, 2015

TIME: 1:00 PM

LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 151 Property Insurance Ratemaking Representative Tine
Reform. Representative Setzer

Representative J. Bell
Representative Jackson

HB 288 Insurance Technical Changes.-AB Representative Setzer
Representative Bumgardner






Respectfully,

Representative Dana Bumgardner, Co-Chair
‘ Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 3:59 PM on
Thursday, March 19, 2015.

Principal Clerk
____Reading Clerk — House Chamber

Dianne Russell (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:
DAY & DATE: Tuesday, March 24, 2015

TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 151 Property Insurance Ratemaking Representative Tine
Reform. Representative Setzer

Representative J. Bell
Representative Jackson
HB 287 Amend Insurance Laws.-AB Representative Setzer

Representative Bumgardner

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 3:29 PM on
Thursday, March 19, 2015.

_ Principal Clerk
Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






House Committee on Insurance
Tuesday, March 24, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE SPONSOR
HB 151 Property Insurance Rate-Making Representative Tine
Reform. Representative Setzer
Representative J. Bell
Representative Jackson
HB 16 Repeal Outdated Reports.-AB Representative Pendleton
Presentations

Other Business

Adjournment
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House Committee on Insurance
Tuesday, March 24, 2015, at 1:00 p.m.
Room 1228/1327

MINUTES

The House Committee on Insurance met at 1:00 p.m. on Tuesday, March 24, 2014, in Room
1228/1327 of the Legislative Building, Raleigh, North Carolina. Representatives Arp,
Baskerville, Brisson, Bumgardner, Burr, Collins, Conrad, Dixon, Dobson, Earle, Gill, Graham,
Hall, Hamilton, Hanes, Hastings, Horn, Howard, Iler, Insko, Jackson, Johnson, Langdon, Lucas,
McElraft, Pendleton, Setzer, Shepard, Tine, and Warren attended. Representatives Setzer and
Bumgardner presided. The visitor registration sheets are attached as Exhibit 1. A list of Assistant
Sergeants-at-Arms serving the committee is attached as Exhibit 2. A list of Pages serving the
committee is attached as Exhibit 3.

House Bills 151 and 16 were heard. A copy of the agenda for the meeting is attached as Exhibit
4.

Representative Tine explained HB 151, A BILL TO BE ENTITLED AN ACT TO INCREASE
THE FAIRNESS AND EQUITY OF THE PROPERTY INSURANCE RATE-MAKING
PROCESS BY PROVIDING FOR GREATER PROPERTY INSURANCE RATE FILINGS, BY
PROVIDING THAT MODELED LOSSES IN A PROPERTY RATE FILING BE PROPERLY
ALLOCABLE TO NORTH CAROLINA. AND BY REQUIRING THE RATE BUREAU TO
DESIGNATE IN A FILING THAT PORTION OF THE RATE IN EACH TERRITORY
ALLOCABLE TO WIND AND HAIL. A copy of the bill is attached as Exhibit 5. A copy of the
bill summary. which was prepared by Committee Counsel. Tim Hovis. is attached as Exhibit 6.

Chairman Setzer recognized Representative Collins to send forth an amendment, which is
attached as Exhibit 7. Representative Tine said he opposed the amendment. During committee
discussion, Mr. William M. Trott, representing the Rate Bureau, was called upon to answer
questions. Upon a motion by Representative Collins, the amendment was adopted on a voice
vote.

Representative Shepard moved that the amendment be rolled into a committee substitute bill and
the committee substitute bill be given a favorable report, unfavorable as to the original bill. The
motion carried on a voice vote.

Chairman Bumgardner recognized Representative Pendleton to explain House Bill 16, A BILL
TO BE ENTITLED AN ACT TO REPEAL OUTDATED AND UNNECESSARY
INSURANCE REPORTING REQUIREMENTS AS RECOMMENDED BY THE
DEPARTMENT OF INSURANCE. A copy of the bill is attached as Exhibit 8. A copy of the bill
summary, which was prepared by Kristen Harris, Committee Counsel, is attached as Exhibit 9.

Representative Pendleton sent forth an amendment that was requested by the Department of
[nsurance. A copy of the amendment is attached as Exhibit 10. Mr. Ben Popkin from the
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Department of Insurance explained the amendment, and Representative Setzer moved for its

adoption. On a voice vote the amendment was adopted.

Representative Setzer moved the amendment be rolled into a committee substitute bill and that
the committee substitute bill be given a favorable report, unfavorable as to the original bill. The

motion carried unanimously.

There being no further business, the meeting adjourned at 1:34 p.m.

A copy of the committee report is attached as Exhibit 11.

Presiding

Exhibits:

Visitor Registration

Assistant Sergeants-at-Arms Serving Committee
Pages Serving Committee
Agenda

House Bill 151

Bill Summary for House Bill 151
Amendment to House Bill 151
House Bill 16

Bill Summary for House Bill 16
Amendment for House Bill 16
Committee Report

I LeoIdLLLE,

Maigiv 1 vinven

Committee Clerk










































Tuesday, March 24
INSURANCE

Name

Sean Cone
Dion Hodge
Christian Judkins

Nia Judkins

Room
1228/1327

Countv

Nash
Wake
Wake

Wake

Time
1:00 pm

Sponsor

Jeff Collins
Yvonne Lewis Holley
Yvonne Lewis Holley

Yvonne Lewis Hlley

(HIBIT 3






EXHIBIT 4

House Committee on Insurance
Tuesday, March 24, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA

Chairman Bumgardner, presiding

Welcome and Opening Remarks
Introduction of Pages

Bills

BILL NO. SHORT TITLE

HB 151 Property Insurance Ratemaking
Reform.
HB 16 Repeal outdated reports.-AB
Presentations

Other Business

Adjournment

SPONSOR
Representative Tine
Representative Setzer
Representative J. Bell
Representative Jackson

Representative Pendleton
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EXHIBIT 5

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 151

Short Title:  Property Insurance Ratemaking Reform. (Public)

Sponsors: Representatives Tine. Setzer, J. Bell, and Jackson (Primary Sponsors).
For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site.

Referred to:  Insurance.

March 5, 2015

A BILL TO BE ENTITLED

AN ACT TO INCREASE THE FAIRNESS AND EQUITY OF THE PROPERTY
INSURANCE RATE-MAKING PROCESS BY PROVIDING FOR GREATER
TRANSPARENCY REGARDING THE ROLE OF CATASTROPHE MODELING IN
PROPERTY INSURANCE RATE FILINGS, BY PROVIDING THAT MODELED
LOSSES I A PROPERTY RATE FILING BE PROPERLY ALLOCABLE TO NORTH
CAROLINA, AND BY REQUIRING THE RATE BUREAU TO DESIGNATE IN A
FILING THAT PORTION OF THE RATE IN EACH TERRITORY ALLOCABLE TO
WIND AND HAIL.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 58-36-10 reads as rewritten:

"§ 58-36-10. Method of rate making; factors considered.

The following standards shall apply to the making and use of rates:

3) In the case of property insurance rates under this Article, consideration may
be given to the experience of property insurance business during the most
recent five-year period for which that experience is available. In the case of
property insurance rates under this Article, consideration shall be given to
the insurance public protection classifications of fire districts established by
the Commissioner. The Commissioner shall establish and modify from time
to time insurance public protection districts for all rural areas of the State
and for cities with populations of 100,000 or fewer, according to the most
recent annual population estimates certified by the State Budget Officer. In
establishing and moditying these districts, the Con  ssioner shall use
standards at least equivalent to those used by the Insurance Services Office,
Inc., or any successor organization. The standards developed by the
Commissioner are subject to Article 2A of Chapter 150B of the General
Statutes. The insurance public protection classifications established by the
Commissioner issued pursuant to the provisions of this Article shall be
subject to appeal as provided in G.S. 58-2-75. et seq. The exceptions stated
in G.S. 58-2-75(a) do not apply._If the Rate Bureau presents an ~~-~led
hurricane losses based upon a commercial hurricane simulation computer
model with a property insurance rate filing, the Bureau shall present data
from more than onc ~~* ~odel. Th~ rmrmsinninmas maas ananidas mandaisd
hurricane losses presented by the Rate Bureau.
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EXHIBIT 6

HOUSE BILL 151:
r roperty Insurance Ratemaking Reforr

2015-2016 General Assembly

Committee: House Insurance Date: March 24, 2015
Introduced by: Reps. Tine, Setzer. J. Bell. Jackson Prepared by: Tim Hovis
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill 151 makes the following changes to the law governing property insurance rate filings:
(1) requires the Rate Bureau to submit data from more than one model if modeled losses are used; and (2)
requires supporting data specific to North Carolina be included in a rate filing when a catastrophe model is
used. Each filing must also include annual historical loss data by territory for 2003 and each subsequent year
and for 1987 to 2002 to the extent the data is reasonably available.

The bill also adds a new subsection to require the Rate Bureau to set forth in all residential property rate
Jilings that portion of the rate in each territory based on risks other than wind and hail and tha, rtion based
on wind and hail. The Department is required to post the respective filed rate and the final rate for each
territory on its Web site.

BACKGROUND: Article 36 of Chapter 58 requires the N.C. Rate Bureau to file with the Commissioner for
approval the proposed rates and rating plans for insurance against loss to residential real property. 1e burden of
proving that a proposed rate meets the necessary standard of not being “excessive, inadequate, or unfairly
discriminatory” is on the Rate Bureau. When deciding upon a rate, due consideration must be giv  to a number
of factors including actual and prospective loss and expense experience within the State, the hazards of
catastrophe, and a reasonable margin for underwriting profit.

BILL ANALYSIS:

Section 1 requires the Rate Bureau to submit data from more than one catastrophe model in a rate filing, if
modeled losses are used, and provides that the Commissioner may consider modeled losses presented by the
Bureau.

Section 2 adds two new subsections to G.S. 58-36-15 governing rate filings. The first subsection requires any
simulated loss from a catastrophe model to include specific information such as the amount of N.C. damages
before and after the application of any deductible, specific information concerning first N.C. landfall or entry,
wind speed, and other information. If requested by the Department, a statistical analysis comparing the historic
data with any simulated losses from the catastrophe mode! must also be provided.

Section 2 also adds a new subsection to require the Rate Bureau to set forth in all residential property rate filings
that portion of the rate in each territory based on risks other than wind and hail and that portion based on wind and
hail. The Department is required to post the respective filed rate and the final rate for each territory on its Web
site.

EFFECTIVE DATE: The act becomes effective August 1, 2015 and applies to filings made by the Rate Bureau
on or after that date.

O. Walker Reagan Research Division
Director (919) 733-2578
*H151-SMRG=-1 EI1 =~V 2
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill 151

AMENDMENT }
(to be filled in by
HI51-ARG-3 [v.1] Principal Clerk)
Comm. Sub. [NO]
Amends Title [NO] Date
First Edition
[\ 210 <
D rmenones tative A/""

moves to amend the bill on page 1, line 34,
by rewriting the line to read:

"from more than one such mod~' The Commissioner s-~'"" consider modeled"

SIGNED /)ZJ\ ( j

/" Ariendment Sponsor

[

SIGNED

Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED

MNEADRR ORI

EXHIBIT 7

Page | of 1
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EXHIBIT 8

GENERAL ASSEMBLY OF NORTH CAROLINA -
SESSION 2015

HOUSE BILL 16

Short Title:  Repeal outdated reports.-AB (Public)

Sponsors: Representative Pendleton (Primary Sponsor).
For a complete list of Sponsors, refer to the North Carolina Gieneral Assemblv Web Site.

Referred to:  Insurance.

January 29, 2015

A BILL TO BE ENTITLED
AN ACT TO REPEAL OUTDATED AND UNNECESSARY INSURANCE REPORTING

REQUIREMENTS, AS RECOMMENDED BY THE DEPARTMENT OF INSURANCE.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 58-2-165(b) reads as rewritten:

"(b)  The Commissioner may require statements under this seetion—G- 17050~ ~n
and G.S. 58-2-190 to be filed in a format that can be read by electronic data processing
equipment, provided that this subsection does not apply to an audited financial statement
prepared by a certified public accountant that is submitted by a town or county mutual pursuant
to subsection (al) of this section.”

SECTION 2. G.S. 58-2-170 is repealed.

SECTION 3. G.S. 58-3-191(a) and (bl) are repealed.

SECTION 4. G.S. 58-67-140(a)(7) is repealed.

SECTION 5. G.S. 58-36-3(¢) is repealed.

SECTION 6. G.S. 58-40-130(e) is repealed.

SECTION 7. G.S. 58-50-95 is repealed.

SECTION 8. This act is effective when it becomes law and applies to reports
otherwise required to be filed on or after July 1, 2015.

H16 - v - 1 %







EXHIBIT9

HOUSE BILL 16:
Repeal outdated reports.-AB

. 2015-2016 General Assembly

Committee: House Insurance Date: March 2_4, 2015
Introduced by: Rep. Pendleton Prepared by: Kristen Harris
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill 16 would repeal insurance reporting requirements as recoi nended by the
Department of Insurance.

BILL ANALYSIS:

Section 1 makes a technical change to G.S. 58-2-165(b) to remove language referencing a reporting
requirement that is being repealed in Section 2 below.

Section 2 repeals G.S. 58-2-170, which requires professional liability insurers to file ¢ 1al statements
or medical malpractice claims reports with the Commissioner and self-insurers to prov: : written notice
of self-insurance annually.

Section 3 repeals G.S. 58-3-191(a) and (b) which deals with managed care reporting and disclosure
requirements.

Section 4 repeals G.S. 58-67-140(a)(7), which authorizes the Commissioner to suspend or revoke an
HMO license.

Section 5 repeals G.S. 58-36-3(c), which requires the Department of Insurance to repc  annually to the
General Assembly on the effectiveness of Session Law 2001-389. S.L. 2001-389 addresses the provision
‘ of motorcycle insurance at fair and economical rates.

Section 6 repeals G.S. 58-40-130(e), which requires the Commissioner to report annually to the General
Assembly the effects of any changes in North Carolina civil law statutes on the experience of insurers
subject to G.S. 58-40-130.

Section 7 repeals G.S. 58-50-95, which requires the Commissioner to report annually to the Joint
Legislative Oversight Committee on Health and Human Services regarding the nature and
appropriateness of health benefit plan external reviews.

EFFECTIVE DATE: This act is effective when it becomes law and applies to reports otherwise
required to be filed on or after July 1, 2015.
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EXHIBIT 11

NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

INSURANCE COMMITTEE REPORT

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL

HB 16 Repeal outdated reports.-AB
Draft Number: H16-PCS40170-TU-2
Serial Referral: None

Recommended Referral:  None
Long Title Amended: No

Floor Manager: Pendleton

HB 151 Property Insurance Ratemaking Reform.
Draft Number: H151-PCS40169-RG-1
Serial Referral: None

Recommended Referral:  None
Long Title Amended: No
Floor Manager: Tine

TOTAL REPORTED: 2
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Qom:
ent:

To:

Cc:

Subject:

Attachments:

n. Dana Ritmaardnar)

Maraaret Herring (Rep. Mitchell Setzer)

We esday, April 01, 2015 04:45 PM

Rep. Linda Johnson; Rep. Jeff Collins; Rep. Paul Tine; Rep. Mitchell Setzer; Rep. Dana
Bumgardner

Joanna Hogg (Rep. Linda Johnson); Wes Householder (Rep. Jeff Collins); Katy Kingsbury
(Rep. Paul Tine); Margaret Herring (Rep. Mitchell Setzer); Margie Penven (I p. Dana
Bumgardner)

<NCGA> House Insurance Committee Meeting Notice for Tuesday, April 14, 2015 at
1:00 PM

Add Meeting to Calendar_LINC_.ics

NORTH CAROLINA HOUSE OF REPRESENTATIVES

COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

'ou are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 14, 2015

TIME:

LOCATION:

1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE
Captive Insurance Amendments. Representative L. Johnson

HB 163

HB 287

HB 288

SPONSOR

Representative Collins
Representative Tine

Amend Insurance Laws.-AB Representative Setzer

Representative Bumgardner

Insurance Technical Changes.-AB Representative Setzer

Representative Bumgardner






Respectfully,

Representative Dana Bumgardner, Co-Chair
‘ Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 4:42 PM on
Wednesday, April 01, 2015.

____Principal Clerk
___Reading Clerk — House Chamber

Margaret Herring (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 14, 2015
TIME: :00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

HB 163 Captive Insurance Amendments. Representative L. Johnson
Representative Collins
Representative Tine

HB 287 Amend Insurance Laws.-AB Representative Setzer
Representative Bumgardner
HB 288 Insurance Technical Changes.-AB Representative Setzer

Representative Bumgardner
Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 3:27 PM on
Wednesday, October 07, 2015.

___Principal Clerk
Reading Clerk — House Chamber

Margie Penven (Committee Assistant)
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House Committee on Insurance
Tuesday, April 14, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE
HB 163 Captive Insurance Amendments.

HB 287 Amend Insurance Laws.-AB

HB 288 Insurance Technical Changes.-AB

Presentations

Other Business

Adjournment

SPONSOR

Representative L. Johnson
Representative Collins
Representative Tine
Representative Setzer
Representative Bumgardner
Representative Setzer
Representative Bumgardner






House Committee on Insurance
Tuesday, April 14, 2015 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 1:00 PM on April 14, 2015, in Room 1228/1327 of
the Legislative Building. Representatives Arp, Brawley, Brisson, Bumgardner, Collins, Dixon,
Dollar, Earle, Gill, D. Hall, Hamilton, Hanes, Hastings, Horn, Howard, Iler, Jackson, L. Johnson,
Lambeth, Langdon, Lucas, McElraft, Pendleton, Setzer, Shepard. Tine, and Warren attended.

Representative Dana Bumgardner, Co-Chair, presided. Visitor Registration is attached as Exhibit
1. A list of Assistant Sergeants-at-Arms serving the committee is attached as Exhibit 2, and a list
of Pages serving the committee is attached as Exhibit 3.

The following bills were on the agenda: HB 163, Captive Insurance Amendments
(Representatives L. Johnson, Collins, Tine); HB 287, Amend Insurance Laws,-AB
(Representatives Setzer, Bumgardner); and HB 288, Insurance Technical Changes-AB
(Representatives Setzer, Bumgardner). A copy of the Agenda is attached as Exhibit 4.

Representative Setzer moved that a proposed committee substitute (PCS) for House Bill 163 be
brought before the Committee for consideration, seconded by Representative Warren. The
motion carried, and Representative Tine explained the PCS for 163, A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CLARIFYING AND TECHNICAL CHANGES TO THE
NORTH CAROLINA CAPTIVE INSURANCE ACT. A copy of the PCS is attached as Exhibit
5, and the Bill Summary prepared by Kristen Harris, Committee Counsel, is attached as Exhibit
6.

After committee discussion, Representative Warren moved to give a favorable report to the PCS
for House Bill 163, unfavorable as to the original bill. The motion carried unanimously.

Representative Warren moved that a proposed committee substitute for House Bill 287 be
brought before the Committee for consideration, and the motion was seconded by Representative
Gill. The motion carried. Mr. Ben Popkin from the Department of Insurance explained the PCS
for House Bill 287, A BILL. TO BE ENTITLED AN ACT TO MAKE CONFORMING AND
CLARIFYING CHANGES TO THE LAWS GOVERNING PROFESSIONAL EMPLOYER
ORGANIZATIONS, INSURANCE COMPANY DEPOSITS, CONTINUING CARE,
RETIREMENT COMMUNITIES, HEALTH INSURANCE EXTERNAL REVIEW, HEALTH
INSURANCE FIDUCIARIES, MOTOR VEHICLE FINANCIAL RESPONSIBILITY,
INSURANCE COMPANY NAMES, AND AUTO AND HOMEOWNERS’> INSURANCE
OPTIONAL PROGRAM ENHANCEMENTS; AND TO PROVIDE FOR A STUDY OF THE
HEALTH INSURANCE PREMIUM RATE REVIEW PROCESS AND MONEYS FROM THE
INSURANCE REGULATORY FUND TO IMPLEMENT THAT STUDY, AS
RECOMMENDED BY THE DEPARTMENT OF INSURANCE. A copy of the PCS is attached
as Exhibit 7, and the Bill Summary prepared by Tim Hovis, Committee Counsel, is attached as
Exhibit 8.






Representative Langdon moved that the PCS for House Bill 287 be given a favorable report,
unfavorable as to the original bill. and bill be re-referred to the Committee on Appropriations.
The motion was seconded by Representative Brawley, and it passed unanimously.

Representative Langdon moved that a PCS for House Bill 288, A BILL TO BE ENTITLED AN
ACT TO MAINTAIN NAIC ACCREDITATION OF THE DEPARTMENT OF INSURANCE
BY MAKING REVISIONS TO THE LAWS GOVERNING INSURANCE COMPANY
HOLDING SYSTEMS, be brought before the Committee for consideration. Representative Horn
seconded, and the motion carried. A copy of the PCS is attached as Exhibit 9, and the Bill
Summary, prepared by Kristen Harris, Committee Counsel, is attached as Exhibit 10.

Representative Setzer sent forth an amendment to the PCS for House Bill 288 and moved for its
adoption. The motion carried unanimously. A copy of the amendment is attached as Exhibit 11.

Representative Tine moved that the amendment be rolled into a new committee substitute bill
and be given a favorable report as to the new committee substitute, unfavorable as to the original
bill. The motion carried. A copy of the new committee substitute bill with the amendment rolled
in is attached as Exhibit 12.

There being no further business, the meeting adjourned at 1:15 p.m.

A copy of the committee reports are attached as Exhibit 13 and 14.

, @&'/“Aﬁ )
BQm&rdner, Presiding

~

Chafrman Dana

-~ - . !
7 s AP -”J“‘A"J

I\_/Iargle Penven, Committee Assistant

Exhibits:
Visitor Registration

1.

2. Assistant-Scrgeants-at-Arms Serving Committec
3. Pages Serving Committee

4. Agenda

5. PCS for HB 163

6. Bill Summary for PCS for HB 163

7. PCS for HB 287

8. Bill Summary for PCS for HB 287

9. PCS for HB 288

10.  Bill Summary for PCS for HB 288

11.  Amendment to PCS for HB 288

12.  New PCS for HB 288 with Amendment Rolled In
13. Committee report #1

14. Committee report #2






























EXHIBIT 2

Commil{ec Sergeants at Ariny

Name o commiTreE __ House Caomm. on lnsurance
DATE: __04[14[ |5 Room: 1 228,...m____

1. name:_YOUNQ Rae
2. name:_BIll Morris
PO Jim Moran

4, Nawme:

5, Nawmce:

Scnate Spt-At Ars:

"o Nay

. Namg: R -

. Nawe:

. Name:

“amc: _ L
: -

e — . MAn







Tuesday, April 14
Insurance

Nlasann

Ben Smith
Roam Bilan

Jillian Lewis

Room
1228/1327

““ounty

Johnston
Pitt

Surry

EXHIBIT 3

Time
1:00 p.m.

Rep. Leo Daughtry
Rep. Brian Brown

Rep. Sarah Stevens






EXHIBIT 4

House Committee on Insurance
Tuesday, April 14, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA
Representative Bumgardner presiding

Welcome and Opening Remarks

Introduction of Pages and Sergeant-at-Arms aff

Bills
BILL NO. SHORT TITLE SPONSOR
HB 163 Captive Insurance Amendments. Representative L. Johnson
Representative Collins
Representative Tine
HB 287 Amend Insurance Laws.-AB Representative Setzer
Representative Bumgardner
HB 288 Insurance Technical Changes.-AB Representative Setzer
Representative Bumgardner
Presentations

Other Business

Adjournment
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General Assembly of North Carolina Session 2015

(33)

(34)

(35)

(36)

(39)

42)

captive Insurance company, with respect 10 tne participants as set
forth in the participant contracts.

b. A separate account established and maintained by an SPFC for one
SPFC contract and the accompanying insurance securitization with a
counterparty.

Protected cell assets. — All assets, contract rights, and general intangibles

identified with and attributable to a specific protected cell of a protected cell

captive insurance company.

Protected cell captive insurance company. — Any captive insurance company

meeting all of the following:

a. The nimum capital and surplus required by this Part are provided
by one or more sponsors.

b. The company is fermed-er-licensed under this Part.

c. The company insures the risks of separate participants through
participant contracts.
d. The company funds its liability to each participant through one or

more protected cells and segregates the assets of each protected cell

from the assets of other protected cells and from the assets of the

protected cell captive insurance company's general account.
Protected cell liabilities. — All liabilities and other obligations identified with
and attributed to a specific protected cell of a protected cell captive
insurance company.
Pure captive insurance company. — Any company that insures risks of its
parent—andparent, affiliated eempanie er—a—companier ~ontrolled
unaffiliated business—or-businesses-businesses, or ~~7 cor--*=~4g= ~ *k~-q

~~tities,

SPFC or Special Purpose Financial Captive. — A captive insurance company
that has received a-eertifieate-ofautherity license from the Commissioner for
the limited purposes provided for in this Part.

Sponsor. — Any person er-entity—that is approved by the Commissioner to
provide all or part of the capital and surplus required by this Part and to
organize and operate a protected cell captive insurance company.

"§ 58-10-345. Licensing; authority; confidentiality.
(a) Any business entity, when permitted by its organizational documents, may apply to
the Commissioner for a license to do any insurance comprised in G.S. 58-7-15; provided,

however, that:
(5)
(6)
(7

(8)
(9)

No captive insurance company shall provide personal motor vehicle or
homeowner's insurance coverage or any component theree

B e TR JZ..e.‘¢ ) PR

No captive insurance company shall accept or cede reinsurance except as
provided in G.S. 58-10-445 and G.S. 58-10-605.

No captive insurance company shall provide accident and health insurance
on a direct basis.

No captive insurance company shall provide workers' compensation and
employer's liability insurance on a direct basis.

No captive insurance company shall provide life insurance or annuities on a
direct basis.

H163-CSTU-6 [v.5] House Bill 163 Page 3
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General Assembly of North Carolina Session 2015

oy T~ ~vchanca information concerning a tax imposed by Article 8B of this

Chapte~ 1th the North Carolina De~~+ment of Insurance when the

informatio~ = ~~~ded to #*'ill a duty imr~~sed on the Department."
SECTION 3. This act 1s effective when it becomes law.
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» Makes March 15th the due date for all annual reports. other than risk retention groups and
association captive insurance companies.

e Adds a provision to allow the Commissioner to require a report on the financial condition of

a captive insurance company on any frequency that the Commissioner determines.

* Adds a provision to allow the Commissioner to exempt a captive insurance company from
the annual report requirement subject to the filing of an annual audit.

(.S. 58-10-415 Annug! == ~qd ~~tup=i~l certi*~~*~n.

e Separates the statement of actuarial opinion from being a part of the annual audit
requirement.

e Adds a provision to allow the Commissioner to exempt a captive insurance company from
the statue of actuarial opinion requirement.

(3.S. 58-10-430 Examinations.

Removes the requirement that the Department physically visit a captive insurance company when
conducting an examination.

(.8 SO M)A Temagpp o e mgirer TS

Amends the section to allow a captive insurance company or protected cell to make a loan to its parent
company, an affiliated company, a controlled unaffiliated business, or a participant provided the
transaction is approved by the Commissioner.

(.S, 58-10-465 Ap~'~able p=~sions.

Removes the requirement that the Commissioner adopt a rule or regulation or issue an order to exempt a
special purpose captive insurance company from a law in Chapter 58 or a regulation established under
Chapter 58.

(3.S. 58-10-490 Inactive captive insuranc~ ~ympanies.

Adds a new section which allows captives to become inactive during periods when the owners decide
not to utilize them. During this pertod. they do not have to pay premium tax and they may be exempted
from the tiling and reporting requirements in the captive law.

(.S. 58-10-510 Estab'~*ment of protected cells.

e Amends section to make it, at the Commissioner's discretion, whether to require a protected
cell to have the business it writes fronted. reinsured, or secured by a trust fund.

s Adds language regarding the transfer or conversion of a protected cell.

e Adds language stating that a protected cell may enter into a contract with its protected cell
captive insurance company or with another protected cell within the protected cell captive
insurance company.

(G.S. 58-10-512 Incorporated protected cells.

Adds a new section on incorporated cells detailing what is required to form an incorporated protected
cell and giving it authority to enter into contracts and undertake its obligations in its own name.

G.S. 58-10-513 Cell shares and cell dividends.

Adds a new section detailing the issuance of cell shares and the payment of cell dividends.
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The report may include proposed legislation and any other recommendations requiring
legislative action.

SECTION 9.(d) Consultants. — The Commissioner of Insurance may hire
consultants to assist the Department in completing its duties under this section.

SECTION 9.(e) Funding. — There is appropriated from the Insurance Regulatory
Fund created under G.S. 58-6-25 to the Department of Insurance the sum of one hundred fifty
thousand dollars ($150,000) for the 2015-2016 fiscal year for the purposes of conducting the
study described by this section. Unspent and unencumbered funds remaining on June 30, 2017,
shall revert to the Fund.

EFF C_TIVE DATE

SECTION 10. Section 4 of this act becomes effective January 1, 2016. Section 8 of
this act becomes effective July 1, 2015, and applies to optional enhancements, as described in
that section, filed and approved on or after that date. The remainder of this act is effective when
it becomes law.

Page 4 House Bill 287 H287-CSRG-2 [v.1]




EXHIBIT 8

HOUSE BILL 287:
Amend Insurance Laws.-AB

2015-2016 General Assembly

Committee: House Insurance Date: April 13,2015

Introduced by: Reps. Setzer, Bumgardner Prepared by: Tim Hovis

Analysis of: PCS to First Edition Committee Counsel
H287-CSRG-2

SUMMARY: House Bill 287 makes various statutory changes recommended by the Department of
Insurance.

The PCS changes the title.

BILL ANALYSIS: G.S. 58-7-37(a) was changed during the legislative session to remove the
requirement for control individuals to submit, along with fingerprints, “a recent photograph.” This was
due to the fact that the SBI no longer requires a photograph. Section 1 will make the Professional
Employer Organizations (PEO) statute consistent wi  the General Domestic Companies statute.

Section 2 updates the law pertaining to domestic security deposits (G.S. 58-5-55) to include a deposit
requirement for domestic “non-stock insurance companies” organized pursuant to G.S. 58-7-75(1a).
G.S. 58-5-55 addresses the deposit requirements for stock and mutual companies, but it does not address
the requirement for non-stock companies.

Section 3 updates language in G.S. 58-64-80 referencing the “North Carolina Associatic of ™»n-Profit
Homes for the Aging". (NCANPHA). NCANPHA is now called the "LeadingAge North Carolina."

Section 4 requires insurers in an expedited external review process to provide information to the
Commissioner within one day as opposed to one "business" day.

Section 5 would increase the penalties from a Class H to a Class C felony for an insurance fiduciary
who causes the cancellation of a group health or life insurance policy by failing to pay premi ns if the
resulting losses are $100,000 or more.

Section 6 would allow proof of financial responsibility (auto liability insurance) for registration to be
demonstrated in a physical or electronic format.

Section 7 would allow insurers to write coverage within a policy jointly as long as the policy identifies
the company responsible for each coverage.

Section 8 would create a new section allowing automobile insurers to file individually with the
Commissioner for approval optional enhancements to their automobile policies. These enh: cements
could then be offered as an endorsement to an automobile policy. Any additional premium resulting
from the enhancement must be included with the proposed enhancement filed with the Con issioner
and must be reviewed by the Commissioner to ensure that the additional premium is based on sound
actuarial principles. The acceptance or renewal of a >licy may not be conditioned upon the acceptance
by a policyholder of an optional enhancement.

e AN
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This section specifically provides that any rate amendment based on the enhancement is not a rate
deviation under current law. Under current law, G.S. 58-36-30(a), proposed rate deviations must be filed
with the Commissioner and the Rate Bureau and approved by the Commissioner.

Under the bill, optional enhancements would be outside the jurisdiction of the Rate Bureau.

Section 9 would require the Department of Insurance to study an evaluate the need for and impact of
modernization of regulatory processes related to health insurance premium rates. The bill would
appropriate from the Insurance Regulatory Fund $150,000 for the 2015-2016 fiscal year to conduct the
study.

EFFECTIVE DATE: Section 4 of the act would become effective January 1, 2016. Section 8 of the act
would become effective July 1, 2015 and applies to enhancements filed on or after that date. The
remaining sections would become effective upon becoming law.
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EXHIBIT 9

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 288

PROPOSED COMMITTEE SUBSTITUTE H288-CSTU-S [v.3]
4/9/2015 3:41:58 PM

Short Title:  Insurance Technical Changes.-AB (Public)

Sponsors:

Referred to:

March 19, 2015

A BILL TO BE ENTITLED

AN ACT TO MAINTAIN NAIC ACCREDITATION OF THE DEPARTMENT OF
INSURANCE BY MAKING REVISIONS TO THE LAWS GOVERNING INSURANCE
COMPANY HOLDING SYSTEMS, RISK-BASED CAPITAL REQUIREMENTS FOR
LIFE T SURERS, AND CORPORATE GOVERNANCE REQUIREMENTS FOR RISK
RETENTION GROUPS, AS RECOMMENDED BY THE DEPARTMENT OF
INSURANCE.

The Gener: Assembly of North Carolina enacts:

PART 1. INSURANCE HOLDING COMPANY SYSTEM REGULATORY ACT
REVISIONS
SECTION 1.1. G.S. 58-19-1 reads as rewritten:
"§ 58-19-1. Findings; purpose; legislative intent.
(a) The General Assembly finds that the public interest and the interests of
policyholders are or may be adversely affected when any of the following occur:

(N Control of an insurer is sought by persons who would utilize such control
adversely to the interests of policyholders.

(2) Acquisition of control of an insurer would substantially lessen competition
or create a monopoly in the insurance business in this State.

3) An insurer that is part of a-an insurance holding company system is caused
to enter into transactions or relationships with affiliated companies on terms
that are not fair and reasonable.

(4)  An insurer pays dividends to shareholders that jeopardize the financial
condition of such insurer.

SECTION 1.2.(a) Subdivisions (3) through (7) of G.S. 58-19-5 are recodified as
subdivisions (11) through (15) of that section. Subdivision (8) of G.S. 58-19-5 is recodified as
subdivision (17) of that section.

SECTION 1.2.(b) G.S.58-19-5, as amended by subsection (a) of this section,
reads as rewritten:

"§ 58-19-5. Definitions.
As used in this Article, unless the context requires otherwise, the following terms have the
following meanings:

(1) An "affiliate" of or person "affiliated" with a specific persenis-aperson. — A

person that indirectly through one or more intermediaries or directly
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EXHIBIT 10

HOUSE BILL 288:
Insurance 1echnical Changes.-AB

2015-2016 General Assembly

Committee: House Insurance Date: April 14, 2015

Introduced by: Reps. Setzer, Bumgardner Prepared by: Kristen Harris

Analysis of: PCS to First Edition Committee Counsel
H288-CSTU-5

SUMMARY: The Proposed Committee Substitute to House Bill 288 enacts legislative changes to
North Carolina's insurance laws to comply with requirements of the National Association of
Insurance Commissioners (NAIC) and allow the North Carolina Department of Insurance to
maintain its accreditation with the NAIC.

BACKGROUND: The National Association of Insurance Commissioners (NAIC) is the U.S. standard-
setting and regulatory support organization created and governed by the chief insurance regulators from
the 50 states, the District of Columbia and the five U.S. territories. The formal certification program
began in June 1990. North Carolina has been accredited since 1991. All fifty states, the District of
Columbia and Puerto Rico are currently accredited.

CURRENT LAW:

Chapter 58 of the General Statutes governs North Carolina's insurance laws. Currently, the provisions in
Chapter 58 meet NAIC requirements.

‘ BILL ANALYSIS:

House Bill 288 amends existing statutes in Chapter 58 by incorporating model act provisions from the
NAIC that are required to be enacted by 2017. In addition, sections from the North Carolina
Administrative Code are incorporated into Chapter 58 as outlined below.

PART I
Section 1.1:
G.S. 58-19-1 Findings: pu==~~~+ Tr~irlaeion funtnne

e Subsection (3) contains a clarifying change.
Section 1.2(a):
Contains recodifications.
Section 1.2(b):
G.S. 58-19-5 Definitions.

e Subsections (3) through (10) add various definitions. The definitions "enterprise risk" and
Forms E and F are required for NAIC accreditation. The definitions "execi ve officer" and
Forms A, B, C, and D are being incorporated from the North Carolina Administrative Code
(NCAC.))

e Subsection (16) adds a definition for "ultimate controlling person" which is being

. incorporated from the NCAC.
Research Division
(919) 733-2578
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Section 1.3(a):

Contains recodifications.
Section 1.3(b):

G.S. 58-19-15 Acquisition of control of or merge= ***» 1ame-*~ insurer.

Subsection (a) contains a technical change and incorporates language from the NCAC.

Subsection (b) amends the definition of "domestic insurer" as required for NAIC
accreditation.

Subsections (e) and (f) adopt provisions required for NAIC accreditation. Subsection (e)
requires notification to the Commissioner when a holding company divests of a domestic
insurer. Subsection (f) requires a pre-acquisition notification (Form E), which will include
information about the impact of the acquisition on competition.

Subsection (g) amends the form of the statement to be filed with the Commissioner which is
being incorporated from the NCAC. It also sets forth additional information to be provided
with the acquisition of control of a domestic insurer as required for NAIC accreditation.

Subsection (j) adopts provisions required for NAIC accreditation concerning public hearing
and statement filing requirements.

Subsections (n) and (o) contains changes required for NAIC accreditation.

Section 1.4:
G.S. 58-19-25 Registration of insurers.

Subsection (a) changes "licensed" to "authorized," incorporates language from the NCAC,
and contains clarifying changes.

Subsection (b) incorporates language from the NCAC and adopts provisions required for
NAIC accreditation that set forth information that an insurer must provide to the
Commissioner when filing a registration statement.

Subsections (d) and (f) through (h) incorporate language from the NCAC.

Subsection (j) contains technical changes and incorporates language from the NCAC. The
language added in Subsection (j)(1) would no longer require a hearing for the denial of a
disclaimer of affiliation but would still provide for a hearing upon request. This language
agrees with the NAIC model law but is not required for NAIC accreditation.

Subsection (k) adds language required for NAIC accreditation establishing that the failure to
file the enterprise risk filing (Form F) is a violation of Article 19.

Subsection (l) adopts provisions required for NAIC accreditation establishing the
requirement for the ultimate controlling person of an insurer to file the enterprise risk report
annually.

Section 1.5(a):

Contains recodifications.
Section 1.5(b):

(3.S. 58-19-30 Standar?- ~~d management of an insurer within a holding ¢rm=ansr axretam
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e Subsection (a) contains a clarifying change and adds language required for NAIC
accreditation establishing that management and cost sharing arrangements between the
insurers and its affiliates must include specified minimum provisions.

e Subsection (b) contains technical and clarifying changes and incorporates language from the
NCAC.

It also adds language required for NAIC accreditation requiring insurers to obtain prior
approval for modifications to affiliated agreements, which are already subject to the
Commissioner's approval, further specifies the reinsurance agreements which are subject to
the Commissioner's approval, adds tax allocation agreements amongst affiliates to the types
of agreements that require the Commissioner's prior approval, and sets forth minimum
standards for management agreements and cost sharing agreements between an insurer and
its affiliates.

It also creates a new subsection for the guarantee agreement filing requirement. The language
agrees with the NAIC model law but is not required for accreditation.

e Subsections (d) and (e) incorporate language from the NCAC.
Section 1.6:
G.S. 58-19-35 Examination.

e Subsections (a), (e), (f), and (g) add language required for NAIC accreditation that authorizes
the Commissioner to examine enterprise risk and provides that the Commissioner may order
the insurer to provide information generated from contractual arrangements wi  affiliates
that may not be in the insurer's possession.

e Subsection (d) removes language to conform to changes made to subsection (a) required for
NAIC accreditation.

Section 1.7:

G.S. 58-19-37 Supervisory Colleges.

e Subsections (a) through (c) add language required for NAIC accreditation that establishes the
Commissioner's authority to participate in supervisory colleges in order to facilitate the
sharing of information with regulators from other jurisdictions that regulate entities that are
affiliated with the domestic insurer.

Section 1.8:
¢ £8-19-40 Confid~=+*~' T=2atment.

e Subsections (a) through (f) add language required for NAIC accreditation that revises the
confidentiality language regarding holding company filings to be substant ly the same as
the NAIC model law.

Section 1.9:

Subsection (f) adds language required for NAIC accreditation that establishes sanctions for violations,
which prevent the Commissioner's full understanding of the enterprise risk.

Section 1.10:

Contains clarifying changes.
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Section 1.11:

Incorporates language from the NCAC and the NAIC model law.
Section 1.12:

Contains technical and clarifying changes.

PART I1

Section 2:

Adds language required for NAIC accreditation that changes the definition of a life and health insurer's
risk based capital company action level.

PART III
Section 3:

(.S. 58-22-15 Risk retention groups ck~—+~red in this State.

e Subsection (d) adds language required for NAIC accreditation relating to risk retention
groups. Specifically, guidelines are established for a risk retention group's board of directors,
attorney-in-fact, and captive manager, president, or CEO.

EFFECTIVE DATE: Section 2 of this act becomes effective January 1, 2017. The remainder of this
act becomes effective July 1, 2015.

The Department of Insurance substantially contributed to this summary.
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EXHIBIT 11

NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
House Bill 288

AMENDMENT NO L

(to be filled in by
H288-ARG-4 |v.1] Principal Clerk)

Page 1 of |
Comm. Sub. [YES]
Amends Title [NOJ Date 2015
H288-CSTU-5
/ i

D ~gre-~=*ative Pe it

moves to amend the bill on page 8. lines 5 through 13,
by rewriting the lines to read:
. o ? . I ' l
o . o l. s - ‘e
o 8 . . .
| .  the | ? : : lati gl' " l J | “e
Commissioner—disalows—such—a—diselaimer= The Commissioner shall
disallow such a disclaimer only after furnishing all parties in inte st with
notice and opportunity to be heard and after making specific findings of fact

to support such disallowance. * “isclaimer of affiliation shall be * v
L‘,\‘,E‘ L,‘A.l"

SIGNED
Amendment Sponsor
SIGNED
Committee Chair if Senate Committee Amendment
ADOPTED FAILED TABLED
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EXHIBIT 13

NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

INSURANCE COMMITTEE REPORT

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL

HB 163 Captive Insurance Amendments.
Draft Number: H163-PCS10337-TU-6
Serial Referral: None

Recommended Referral: None
Long Title Amended: No

Floor Manager: Tine

HB 288 Insurance Technical Changes.-AB
Draft Number: H288-PCS20284-TU-5
Serial Referral: None

Recommended Referral: None
Long Title Amended: Yes
Floor Manager: Setzer

TOTAL REPORTED: 2
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Corrected #1: H646 Removed. H147, H148, H361, H496 and H809 Added

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 21,2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 182 Property Insurance Fairness. Representative Millis
Representative Lewis
Representative Hager
HB 262 Surplus Lines Amendments. Representative Pendleton
Representative Tine
Representative Setzer
HB 306 NC Cancer Treatment Fairness. Representative Lewis
Representative L. Hall
Representative Avila
Representative Lambeth
F 528 Establish Chiropractor Co-Pay Parity. Representative Burr
Representative Jones
Representative Hanes
HB 667 StudyAthletic Trainer/Health Coverage Representative Hager
Option. Representative Dobson
HB 683 Occup. Therapy/Choice of Provider. Representative Avila
Representative Blackwell
Representative Hurley
Representative Holley

HB 361 Principle-Based Reserving/Revise Ins. Representative Collins
Laws. Representative Tine
Representative Setzer
HB 496 Surcharge Transparency. Representative Collins

Representative Cleveland
Representative Jordan
Representative Baskerville
HB 148 Insurance Required for Mopeds. Representative Shepard
Representative R. Brown






Representative Waddell

' Representative Adams
‘, HB 809 Third-Party Premium Payments. Representative Avila
Representative Lewis

Representative Collins

Representative Setzer
HB 147 Update Fire and Rescue Comm'n. Representative Ross
Membership. Representative Saine

Representative Boles

Representative J. Bell

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 3:26 PM on
Wednesday, October 07, 2015.

Principal Clerk
_ Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTA . VES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA . ,ON
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 21, 2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

HB 182 Property Insurance Fairness. Representative Millis
Representative Lewis
Representative Hager

HB 262 Surplus Lines Amendments. Representative Pendleton
Representative Tine
Representative Setzer

HB 306 NC Cancer Treatment Fairness. Representative Lewis
Representative L. Hall
Representative Avila
Representative Lambeth

HB 528 Establish Chiropractor Co-Pay Parity. Representative Burr
Representative Jones
Representative Hanes

HB 646 Insurance Coverage for Autism Representative McGrady

Treatment. Representative Hager

Representative Jeter
Representative Jackson

HB 667 Athletic Trainer/Health Coverage Representative Hager
Option. Representative Dobson
HB 683 Occup. Therapy/Choice of Provider. Representative Avila

Representative Blackwell
Representative Hurley
Representative Holley






Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 11:+  AM on
We 1esday, April 15, 2015.

Principal Clerk
_Reading Clerk — House Chamber

Ma aret Herring (Committee Assistant)






House Committee on Insurance
Tuesday, April 21, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 306

HB 667

HB 262

HB 809

HB 683

HB 147

HB 148

HB 528

HB 496

HB 361

SHORT TITLE
NC Cancer Treatment Fairness.

StudyAthletic Trainer/Health Coverage
Option.
Surplus Lines Amendments.

Third-Party Premium Payments.

Occup. Therapy/Choice of Provider.

Update Fire and Rescue Comm'n.

Membership.

Insurance Required for Mopeds.

Establish Chiropractor Co-Pay Parity.

Surcharge Transparency.

Principle-Based Reserving/Revise Ins.

SPONSOR
Representative Lewis
Representative L. Hall
Representative Avila
Representative Lambeth
Representative Hager
Representative Dobson
Representative Pendleton
Representative Tine
Representative Setzer
Representative Avila
Representative Lewis
Representative Collins
Representative Setzer
Representative Avila
Representative Blackwell
Representative Hurley
Representative Holley
Representative Ross
Representative Saine
Representative Boles
Representative J. Bell
Representative Shepard
Representative R. Brown
Representative Wadd:
Representative Adams
Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Collins






Laws.

HB 182 Property Insurance Fairness.

Presentations

Other Business

Adjournment

Representative Tine

Representative Setzer
Representative Millis
Representative Lewis
Representative Hager






House Committee on Insurance
Tuesday, April 21, 2015 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 1:00 PM on April 21, 2015 in Room 1228/1327 of
the Legislative Building. Representatives Arp, Baskerville, Boles, Brawley, Bumgardner, Burr,
Collins, Dobson, Dollar, Earle, Gill, C. Graham, D. Hall, Hamilton, Hanes, Hastings, Horn,
Howard, ller, Insko, Jackson, Lambeth, Langdon, Lucas, McElraft, Pendleton, Pierce, Setzer,
Shepard, Tine, Warren, and Wray attended.

Representative Mitchell S. Setzer, Chair, presided. The Visitor Registration is attached as Exhibit
1. A list of Assistant Sergeants-at-Arms serving the committee is attached as Exhibit 2. A list of
Pages serving the committee is attached as Exhibit 3.

The following bills were on the agenda:

HB 306 NC Cancer Treatment Fairness. (Representatives Lewis, L. Hall, Avila, Lambeth)
HB 667 StudyAthletic Trainer/Health Coverage Option. (Representatives Hager, Dobson)
HB 262 Surplus Lines Amendments. (Representatives Pendleton, Tine, Setzer)

HB 809 Third-Party Premium Payments. (Representatives Avila, Lewis, Collins, Setzer)
HB 683 Occup. Therapy/Choice of Provider. (Representatives Avila, Blackwell, Hurley,
Holley)

HB 147 Update Fire and Rescue Comm'n. Membership. (Representatives Ross, Saine,
Boles, J. Bell)

HB 148 Insurance Required for Mopeds. (Representatives Shepard, R. Brown, Waddell,
Ad:. )

HB 528 Establish Chiropractor Co-Pay Parity. (Representatives Burr, Jones, Hanes)

HB 496 Surcharge Transparency. (Representatives Collins, Cleveland, . rdan,
Baskerville)

HB 361 Principle-Based Reserving. (Representatives Collins, Tine, Setzer)

HB 182 Property Insurance Fairness. (Representatives Millis, Lewis, Hager)

The first bill to be considered was HB 306, NC CANCER TREATMENT FAIRNESS.
Representative David Lewis was recognized to present the bill. There was no discussion.
Representative Howard made a motion for a favorable report for the bill. The motion carried and
the bill received a favorable report. A copy of the Bill Summary is attached as Exhibit 4. A copy
of the bill is attached as Exhibit 5.

The second bill to be considered was HB 809, THIRD-PARTY PREMIUM PAYMENTS.
Representative Howard moved that a proposed committee substitute (PCS) for HB809 be
brought before the Committee for consideration. The motion carried and Representative Avila
was recognized to explain the PCS for HB 809. Discussion included questions answered from
LaVarne Burton with the American Kidney Fund and a statement from Mark Fleming with Blue
Cross Blue Shield. Representative Dollar made a motion for a favorable report for the PCS for






H809. The motion carried for a favorable report. A copy of the PCS is attached as Exhibit 6. A
copy of the Bill Summary is attached as Exhibit 7. The original bill is attached as Exhibit 8.

Representative Dollar moved that a proposed committee substitute (PCS) for HB 667, [UDY
ATHLETIC TRAINER/HEALTH COVERAGE OPTION be brought before the committee for
consideration. The motion carried and Representative Hager explained the PCS for HB 667.
There was no discussion. Representative Howard made a motion for a favorable report for the
PCS for H667. The motion carried for a favorable report. The PCS is attached as Exhibit 9. The
Bill Summary is attached as Exhibit 10. The original bill is attached as Exhibit 11.

Representative Ross was recognized to explain HB 147, UPDATE FIRE AND F._3CUE
COMM’N. MEMBERSHIP. There was no discussion. Representative Horn moved to give the
bill a favorable report. The motion carried. The Bill Summary is attached as E: ibit 12. The
original bill is attached as Exhibit 13.

Representative Howard moved that a proposed committee substitute (PCS) ..r HB 262,
SURPLUS LINES AMENDMENTS be brought before the Committee for consideration. The
motion carried and Representative Pendleton was recognized to explain the bill. Representative
Pendleton moved to have an amendment before the committee. The motion carried. The original
Amendment is attached as Exhibit 14. Representative Collins moved for the adoption and to give
a favorable report to the Amendment. The motion carried. The PCS is attached as Exhibit 15.
The Bill Summary is attached as Exhibit 16. The original bill is attached as Exhibit 17.

Representative Avila was recognized to explain HB 683, OCCUP. THERAPY HOICE OF
PROVIDER. There was brief discussion, after which Representative Warren 1deamo 1fora
favorable report for the bill. The motion carried and the bill received a favorable report. ¢ Bill
Summary is attached as Exhibit 18. The original bill is attached as Exhibit 19.

Representatives Shepherd, Brown and Adams were recognized to explain HB 148,
INSURANCE REQUIRED FOR MOPEDS. The Bill Summary is attached as Exhibit 20. The
original bill is attached as Exhibit 21

Representative Setzer recessed the meeting at 2:00 PM to reconvene 15 minutes after session.

Due to the length of Session Chairman Setzer adjourned the meeting at the end of Session to
reconvene April 28, 2015 at 1:00 PM.
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INSURANCE

Name

Jacob Johnson

Byrde Wells Jr.

Room
1228/1327

Countv

Haywood

Dare

Time
1:00 pm

Sponsor

Joe Sam Queen

Paul Tine
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HOUSE BILL 306:
NC Cancer Treatment Fairness

2013-2014 General Assemblv

Committee: House Insurance Date: April 21, 2015
Introduced by: Reps. Lewis, L. Hall, Avila, Lambeth Prepared by: Amy Jo Johnson
Analysis of?: First Edition Committee (  1sel

SUMMARY: House Bill 306 requires health benefit plans that provide coverage for prescribed orally
administered cancer drugs to provide coverage for the prescribed, oral anticancer drugs in a manner
no less favorable from IV or injectable anticancer drugs. Oral cancer drugs may not be subject to
prior authorization, deductibles, coinsurance, or other out-of-pocket expense that does not apply to IV
or injectable drugs. A health benefit plan may not comply with the law by reclassifying anticancer
drugs or by increasing patient cost-sharing.

[As introduced, this bill was identical to $390, as introduced by Sens. Tarte, Hise, which is currently in ules and
Operations of the Senate.|

BILL ANALYSIS:

House Bill 306 would require health benefit plans that provide coverage for prescribed, orally
administrated to provide coverage for those prescribed, orally administrated anticancer dri - on a basis
no less favorable than that which is provided for intravenousiy administered (I/V) or injected anticancer
drugs. Additionally, coverage for the orally administered anticancer drugs could not be required to be
subject to any prior authorization, dollar limit, co-payment, coinsurance, or deductible provision, or to
any other out-of pocket expense that does not also apply to I/V or injectable cancer drugs.

House Bill 306 would prohibit a health benefit plan from achieving compliance with the law by
reclassifying anticancer drugs or increases patient cost-sharing. Any change in a policy, contract, or
plan that would increase the insured's out-of-pocket expense must also be applied to the majority of
comparable medical or pharmaceutical benefits covered by the plan.

EFFECTIVE DATE: The bill is effective January 1, 2016, and applies to insurance contracts issued,
renewed, or amended on or after that date. The act will not become effective if the act is determined by
the federal government to create a state-required benefit that is in excess of the essential health benefits.

O. Walker Reagan Research Division
Director (919) 733-2578
*H306-SMTK-=-39 E1 =-V2=*
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coinsurance. co-pavment. deductible. or other out-of-pocket expenses imposed on anticancer

drugs. Any policy. contract, or plan change that otherwise increases ~» ~t af-pocket expense
applied to anticar~~~ drugs must also be ~»plied to the majority ot comparable medical or
pharmaceutical benetits covered by the policy, contract. or plan."”

SECTION 2. This act becomes effective January I, 2016, and applies to insurance
contracts or policies issued, renewed, or amended on or after that date, but the act shall not
become effective if the act is determined by the federal government to create a state-required
benefit that is in excess of the essential health benefits pursuant to 45 C.F.R. 155.170(a)(3).

Page 2 H306 [Edition 1]
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HOUSE BILL 809:
Third-Party Premium Payments

2015-2016 General Assembly

Committee: House Insurance Date: April 21,2015
Introduced by: Reps. Avila, Lewis, Collins, Setzer Prepared by: Amy Jo Johnson
Analysis of: PCS to First Edition Committee Counsel

H809-CSTK-18

SUMMARY: House Bill 809 would require that health benefit plans accept a premium payment
made by the following third parties: The Ryan White HIV/AIDS program, Native American tribes or
tribal organization, State or federal government programs, and the American Kidney Fund. The PCS
makes a technical change.

[As introduced, this bill was identical to S582, as introduced by Sen. Pate, which is currently in Senate Re-ref to
Health Care. If fav, re-ref to Insurance.]

CURRENT LAW:

Federal law requires health insurance issuers offering qualified health plans (i.e. plans eligible to be sold
on the health benefit exchanges) in the individual market to accept the premium and cost-sharing
payments from the following third-party entities on behalf of plan enrollees:
e Ryan White HIV/AIDS Program under title XX VI of the Public Health Service Act.
. e Indian tribes, tribal organizations or urban Indian organizations.
e State and Federal Government programs. 45 C.F.R. 156.1250

BILL ANALYSIS:

House Bill 809 would add the American Kidney Fund to the list of entities from which a health benefit
plan must accept a premium payment made on behalf of a plan enrollee. Additionally, the federal law
applies only to qualified health plans. House Bill 809 would apply to all health benefit plans regulated
by the Chapter 58 of the North Carolina General Statutes.

House Bill 809 specifies that it should be construed to require a health benefit plan to accept a third-
party premium payment for a health care provider.

EFFECTIVE DATE: This act becomes effective October 1, 2015, and applies to health benefit
contracts issued, renewed, or amended on or after that date.

Director (919) 733-2578

. O. Walker Reagan ‘ ‘||||

H809 -SMTK-=-37 C S TK - 128 v 3

This bill analysis was prepared by the nonpartisan legisiative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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SESSION 2015

HOUSE BILL 667
PROPOSED COMMITTEE SUBSTITUTE H667-PCS30330-TK-13

Short Title: ~ StudyAthletic Trainer/Health Coverage Option. (Public)

Sponsors:

Referred to:

April 14,2015

A BILL TO BE ENTITLED
AN ACT TO STUDY WHETHER TO ENSURE THAT PATIENTS HAVE THE OPTION OF
SELECTING THEIR ATHLETIC TRAINER UNDER THEIR HEALTH BENEFIT
PLAN.
The General Assembly of North Carolina enacts:

SECTION 1. The Legislative Research Commission (LRC) shall study whether to
ensure that North Carolina patients have a right to choose their athletic trainer under their
health benefit plans. As part of its study, the LRC shall consider whether to add athletic trainers
to G.S. 58-50-30.

SECTION 2. The LRC shall report its findings, together with any proposed
legislation, to the 2016 Regular Session of the 2015 General Assembly upon its convening.

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

HERTRURRI TR
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HOUSw BILL 667:
Study Athletic Trainer/Health Coverage ( ption

2013-2014 General Assembly

Committee: House Insurance Date: April 21,2015
Introduced by: Reps. Hager, Dobson Prepared by: Amy Jo Johnson
Analysis of: PCS to First Edition Committee Counsel

H667-CSTK-13

SUMMARY: The PCS to House Bill 667 would require the Legislative Research Commission to study
whether patients should have the option of selecting their athletic trainer under their health benefit plan.

CURRENT LAW: G.S. 58-50-30 lists the various types of health care providers from which a policy
holder, insured, or beneficiary ("insured") may choose under a health benefit plan, subscriber contract, or
policy of insurance ("policy"). The services must be of a nature that the policy provides coverage of, or
payment or reimbursement. If the policy requires use of network providers, the insured must choose a
provider of services within the network. If the policy requires use of network providers as a condition of
obtaining a higher level of benefits, the insured must choose a provider of services within network in order to
obtain the higher level of benefits.

G.S. 58-50-30 also lists the provider types who are able to complete a certification of disability. When a
policy provides for a certification of disability that is within the scope of the enumerated providers, the
insured is entitled to benefits as long as one of the listed provider types has completed the certification of
disability, notwithstanding any provisions contained in the policy. The insured has the right to choose the
provider of services.

The provisions of G.S. 58-50-30 are applicable to the State Health Plan pursuant to G.S. 135-48.51.
BILL ANALYSIS:

The PCS would require the Legislative Research Commission (LRC) to study whether to ensure that North
Carolina patients have an option to choose their athletic trainer under their health benefit plans. As part of its
study, the LRC must consider whether to add athletic trainers to the list of health care providers enumerated
in G.S. 58-50-30. The LRC must report its finding and any proposed legislation to the 2016 Regulation
Session of the 2015 General Assembly upon its convening.

EFFECTIVE DATE: This act is effective when it becomes law.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2015
H 1
HOUSE BILL 667
Short Title:  Athletic Trainer/Health Coverage Option. (Public)
Sponsors: Representatives Hager and Dobson (Primary Sponsors).

For a complete list of Sponsors. refer to the North Carolina General Assemblv Web Site.

Referred to:  Insurance.

April 14,2015

A BILL TO BE ENTITLED
AN ACT TO ENSURE THAT ATIENTS HAVE THE OPTION OF SELECTING THEIR
ATHLETIC TRAINER UNDER THEIR HEALTH BENEFIT PLAN.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-50-30(b) reads as rewritten:
"(b)  This section applies to the following provider types:

(16)  An athletic trainer licensed by the North Carc'i=~ Pn~~ed ~F Adll~eis Trajner
Examiners pursuant to Article 34 of Chapter 90 ot the General ¢~~~ "
SECTION 2. This act becomes effective October 1. 2015, and applies to health
benefit contracts issued, renewed, or amended on or after that date.

LU
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HOUSk BILL 147:
Update Fire and Rescue Comm'n. Me bership

2015-2016 General Assembly

Committee: House Insurance Date: April 20, 2015
Introduced by: Reps. Ross, Saine, Boles, J. Bell Prepared by: Tim Hovis
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill 147 makes changes to update the membership of the State and Fire Rescue
Commission.

BACKGROUND: The State and Fire Rescue Commission is housed within the Department of
Insurance and is charged with adopting a State Fire and Education and Rescue Plan and other plans for
rescue services and fire prevention control.

ANALYSIS: Section 1 of the bill amends G.S. 58-78-1 to change the membership of the Commission.
Current law provides for 15 voting members of the Commission with 12 members appointed by the
Commissioner of Insurance. The bill amends subsection (a) of G.S. 58-78-1 to provide that one of the
Commissioner's appointees is to be selected from nominations submitted by the North Carolina Chapter
of the International Association of Arson Investigators and deletes language providing for one appointee
from nominations submitted by the North Carolina Association of County Fire Marshals.

‘ Section 1 also removes language prohibiting public members of the Commission from being involved in
firefighting or rescue services.

Section 2 amends G.S. 58-78-5(a)(14b) to clarify the Commission's powers include the authority to
issue, deny, suspend, revoke, or take similar actions regarding certifications issued by the Commission
of minimal professional qualifications established under this subdivision.

EFFECTIVE DATE: House Bill 147 would become effective July 1, 2015, and applies to
appointments made on or after this date.

*This summary was substantially contributed to by the Legislative Reporting Service of the University of North Carolina School of
Government.

‘ O. Walker Reagan

Director (919) 733-2578

*
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This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.

II‘ Research Division
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GENERAL ASSEMBLY OF NC..TH CAROLINA
SESSION 2015
H 1
HOUSE BILL 147
Short Title:  Update Fire and Rescue Comm'n. Membership. (Public)
Sponsors:—— Representatives Ross, Saine, Boles, and J. Bell (Primary Sponsors).

For a complete list of Sponsors. refer to the North Carolina General Assembly Web Site.

Referred to:  Insurance.

March 4, 2015

A BILL TO BE ENTITLED
AN ACT TO UPDATE THE MEMBERSHIP OF THE FIRE AND RESCUE COMMISSION
TO REFLECT THE MERGER OF TWO ORGANIZATIONS, TO ADD
REPRESENTATION FROM THE STATE CHAPTER OF THE INTERNAT JNAL
ASSOCIATION OF ARSON INVESTIGATORS. AND TO CLARIFY THE POWERS OF
THE COMMISSION.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-78-1 reads as rewritten:
"§ 58-78-1. State Fire and Rescue Commission created; membership.
(a) There is created the State Fire and Rescue Commission of the Department, which
shall be composed of 15 voting members to be appointed as follows:

(h) The Commissioner shall appoint 12 members, two from nominations
submitted by the North Carolina State Firemen's Association, one from
nominations submitted by the North Carolina Association of Fire Chiefs, one
from nominations submitted by the Professional Firefighters of North
Carolina Association. one from nominations submitted by the North

Carolma Soc1ety of Fire Servu,e Instluctms SRe—Frere—ReatenRs

from nominations submitted by the North Carolina Fire Marshals
Association, two from nominations submitted by the North Carolina
Association of Rescue and Emergency Medical Services, Inc.. one from
nominations submitted by the ™~=" “~=lina Chapter of the "*~—~*ional
Association of Arson Investigators. one mayor or other elected city otficial
nominated by the President of the League of Municipalities, one county
commissioner nominated by the President of the Association of County
Commissioners, and one from the public at-largesz* '~vge.
(2) The Governor shall appoint one member from the public atlarser—andat
(3)  The General Assembly shall appoint two members from the public at large,
one upon the recommendation of the Speaker of the House of
Representatives  pursuant to G.S.120-121, and one wupon the
recommendation of the President Pro Tempore of the Senate pursuant to
G.S. 120-121.
Public members may not be employed in State gevermment—and—may—not—be-directhy
nrvelved-in-fire-fiohtino-or-reseue-services-governm =+
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General Assembly of North Carolina Session 2015

(b)  Of the members initially appointed by the Commissioner, the nominees of the North
Carolina State Firemen's Association and the nominees of the North Carolina Association of
Fire Chiefs and the nominees of the Professional Firefighters of North Carolina Association
and of the North Carolina Association of Rescue and Emergency Medical Services, Inc.. shall
serve three-year terms; the nominees from the North Carolma Society of Fire Service
Instructors, sSoet aEs the North Carolina
Chapter of the ]memallondl Association_¢* Arson Investl,qatms and the North Carolina Fire
Marshal's Association shall serve two-year terms; and the mayor or other elected city official,
the county commissioner, and the member from the public at large shall serve one-year terms.
The Governor's initial appointee shall serve a three-year term. The General Assembly's initial
appointees shall serve two-year terms. Thereafter all terms shall be for three years.

n

>

SECTION 2. G.S. 58-78-5(a)(14b) reads as rewritten:

"(14b) To establish voluntary minimum professional qualifications for all levels of
fire service and rescue service persennel=~-onr~' -~nd to issue. deny,
suspend. revoke or take similar actions with respect to certifications issued
bv the Commission of minimum professi~~~' ~ua'*~ations established
under this subdivision."

SECTION 3. G.S. 58-78-10 reads as rewritten:

"§ 58-78-10. State Fire and Rescue Commission — Organization; rules and regulations;
meetings.
(a) Organization. — The Commission shall elect from its voting members a ehairman
chair_and wice-chairmanvice-chair to serve as provided by the rules adopted by the
Commission.

1t

SECTION 4. Section 1 of this act becomes effective July 1. 2015, and applies to
State Fire and Rescue Commission appointments made on or after that date. The remainder of
this act is effective July 1, 2015.

Page 2 H147 [Edition 1]
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 262
PROPOSED COMMITTEE SUBSTITUTE H262-CSMH-1 [v.2]
3/19/2015 3:58:07 PM

Short Title:  Surplus Lines Amendments. (Public)

Sponsors:

Referred to:

March 18, 2015

A BILL TO BE ENTITLED
AN ACT TO MODERNIZE THE SURPLUS LINES ACT BY INCLUDING ALIEN
INSURERS IN THE DEFINITION OF AN ELIGIBLE SURPLUS LINES INSURER, BY
REPEALING COUNTERSIGNING REQUIREMENTS, AND BY PROVIDING
-GREATER FLEXIBILITY FOR THE MANNER OF COLLECTION AND REFUND OF
THE SURPLUS LINES TAX.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-21-10(3) reads as rewritten:
"(3) "Eligible surplus lines insurer" means an ~'‘zn_j~"~ene oo “~fined in
G.S. ©° ™' '7 or a nonadmitted insurer with which a surplus lines licensee
may place surplus lines insurance under G.S. 58-21-20."
SECTION 2. G.S. 58-21-35(a) reads as rewritten:

"(a)  Within 30 days after the placing of any surplus lines insurance, the surplus lines
licensee shall file with the Commissioner_or the stamping office, as appropriate, a report in a
format prescribed by the Commissioner regarding the insurance and including the following
information:

(N The name of the insured.

2) The identity of the insurer or insurers.

3) A description of the subject and location of the risk.

4 The amount of premium charged for the insurance.

(5) The amount of premium tax for the insurance.

6) The policy period.

N The policy number.

(7a)  Anacknowledged statement that the surplus lines licensee has complied with
G.S. 58-21-15 or G.S. 58-21-16, whichever is applicable.

(&) The name, address, telephone number, facsimile telephone number, and
electronic mail address of the licensee, as applicable.

) Any other relevant information the Commissioner may reasonably require."

SECTION 3. G.S. 58-21-40 reads as rewritten:

"§ 58-21-40. Surplus lines regulatory support organization.

(a) A surplus lines regulatory support organization of surplus lines licensees shall be
formed tescarry out the ©~''~-~ing functions:

(D Facilitate and encourage compliance by resident and nonresident surplus
lines licensees with the laws of this State and the rules and regulations of the
Commissioner relative to surplus lines isuraneesinsurance.

HAANRRTARAIR
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SECTION 7. This act is effective when it becomes law.

H262-CSMH-1 [v.2] House Bill 262

() Attheseme-time that he-files his-quarterly reportas setfortt
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HOUSE BILL 262:
Surplus Lines Amendments

; V‘ -
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2015-2016 General Assembly

Committee: House Insurance Date: April 19, 2015

Introduced by: Reps. Pendleton, Tine, Setzer Prepared by: Tim Hovis

Analysis of?: PCS to First Edition Committee Counsel
H262-CSMH-1

SUMMARY: The proposed committee substitute for House Bill 262 would make changes to the
Surplus Lines Act, Article 21 of Chapter 58 of the General Statutes.

BILL ANALYSIS: Section 1 amends the definition of "eligible surplus lines insurer” to include an
"alien insurer." An alien insurer is an insurer domiciled outside the United States and listed by the
National Association of Insurance Commissioners.

Sections 2 and 3 allow a surplus lines insurer to file with the appropriate stamping office, in addition to
filing relevant information with the Commissioner. A stamping office would be established by a surplus
lines regulatory support organization for the purpose of remitting premium taxes in a means ¢ isfactory
to the Commissioner.

Section 4 deletes the requirement that nonresident surplus lines licensees be licensed under Article 33 of
Chapter 58, Licensing of Agents, Brokers, Limited Representatives and Adjusters.

Section 5 deletes language requiring a surplus lines licensee to have required reports to the Department
‘ countersigned by a resident licensee or by a regulatory support organization.

Section 6 makes changes to the remittance of the surplus lines tax to conform to other changes in the
bill.

EFFECTIVE DATE: The PCS for House Bill 262 is effective when it becomes law.

‘ O. Walker Reagan ‘

Director

v 1 ox

(919) 733-2578

* H2 6 2 -~ S MRG ~ &4 C S MH -1 -

This bill analysis was prepared by the nonpartisan legislative siaff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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(1) A copy of its constitution, articles of agreement or association, or certificate
of incorporation;

(2) A copy of its bylaws and rules governing its activitics;

(3) An annually updated list of resident and nonresident licensees;

4 The name and address of a resident of this State upon whom notices or
orders of the Commissioner or processes issued at his direction may be
served; and

(5) An agreement that the Commissioner may examine the regulatory support
organization in accordance with subsection (c) of this section.

(©) The Commissioner may, at times deemed appropriate, make or cause to be made an
examination of each regulatory support organization; in which case the provisions of
G.S. 58-2-131, 58-2-132, 58-2-133, 58-2-134, 58-2-150, 58-2-155, 58-2-180, 58-2-185,
58-2-190, 58-2-195, and 58-2-200 shall apply. If the Commissioner finds the regulatory support
organization or any surplus lines licensee, whether resident or nonresident, to be in violation of
this Article, the Commissioner may issue an order requiring the discontinuance of the violation.

(d) Each resident surplus lines licensee shall maintain active membership in a
regulatory support organization as a condition of continued licensure under this Article.”

SECTION 3. G.S. 58-21-70 reads as rewritten:

"§ 58-21-70. Surplus lines licensees may accept business from other agents or brokers;
countersignatures required; remittance of premium tax.

(a) A surplus lines licensee may originate surplus lines insurance or accept such
insurance from any other duly licensed agent or broker, and the surplus lines licensee may
compensate such agent or broker therefor.

SECTION 4. G.S. 58-21-85 reads as rewritten:
"§ 58-21-85. Surplus lines tax.

(a) Gross premiums charged, less any return premiums, for surplus lines insurance on
insureds for whom North Carolina is the home state are subject to a premium receipts tax of
five percent (5%), which shall be collected by—the—surplus—tines—ticensee—as—speeified-in a
manner approved by the Commissioner, in addition to the full amount of the gross premium
charged by the insurer for the insurance. The tax on any portion of the premium unearned at
termination of i insurance having been credlted bV the State to the licensee shall be returned to
the policyholder dir -
arv-directly. The sunplus lmcs licensee is pI‘OhlbltLd from absorbmg such tax and from rebdtmg
for any reason, any part of such tax. To the extent that other states in which portions of the
properties. risks, or exposures reside have failed to enter into a compact or reciprocal allocation
procedure with this State, the premium tax collected shall be retained by this State.

SECTION 5. This act is effective when it becomes law.

Page 2 H262 [Edition 1]
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HOUSE BILL 683:
Occup. Therapy/Choice of Provider

5
ot

2013-2014 General Assembly

Committee: House Insurance Date: April 21,2015
Introduced by: Reps. Avila, Blackwell, Hurley, Holley Prepared by: Amy Jo Johnson
Analysis of: First Edition Committee Counsel

'8

SUMMARY: House Bill 683 adds occupational therapists to the list of providers from which an
individual has the right to choose the provider of services under a health benefit plan.

CURRENT LAW: G.S. 58-50-30 lists the various types of health care providers from whic a policy
holder, insured, or beneficiary ("insured") may choose under a health benefit plan, subscriber contract, or
policy of insurance ("policy"). The services must be of a nature that the policy provides coverage of, or
payment or reimbursement. If the policy requires use of network providers, the insured must choose a
provider of services within the network. If the policy requires use of network providers as a condition of
obtaining a higher level of benefits, the insured must choose a provider of services within network in order to
obtain the higher level of benefits.

The provisions of G.S. 58-50-30 are applicable to the State Health Plan pursuant to G.S. 135-48.51.
BILL ANALYSIS:

House Bill 683 amends G.S. 58-50-30 to add "an occupational therapist licensed by the North Carolina
Board of Occupational Therapy pursuant to Article 18D of Chapter 90 of the General Statutes" to the list of
health care providers from which an insured may choose under a policy.

EFFECTIVE DATE: The act becomes effective October 1, 2015 and applies to health benefit contracts
issued, renewed, or amended on or after that date.

O. Walker Reagan Research Division
Director (919) 733-2578
*H683-SMTK-=-36 E1 =-V2=*
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2015
H 1
HOUSE BILL 683
Short Title:  Occup. Therapy/Choice of Provider. (Public)
Sponsors: Representatives Avila, Blackwell, Hurley, and Holley (Primary Spon

For a complete list of Sponsors, refer 10 the North Carolina General Assemblv Web Site.

Referred to:  Insurance.

April 14,2015

A ILL TO BE ENTITLED
AN ACT TO ENSURE THAT PATIENTS HAVE THE RIGHT TO CHOOSE THEIR
OCCUPATIONAL THERAPIST UNDER THEIR HEALTH BENEFIT PLANS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-50-30(b) is amended by adding a new subdivision to read:
"§ 58-50-30. Right to choose services of certain providers.

(b) This section applies to the following provider types:

(16) An fatatatRie e +:A,,]_E.l i nven it I:An.‘sed bV the LN DN Carnlimn Daned AF
Occu.,.n+;nnn| 'l‘herapy pur-oe * {0 Al'tiCle IOI‘\ ~t ""EFM" DY AF 4l 1:,..,.,“..-—11
Statutes."”

SECTION 2. This act becomes effective October 1, 2013, and ap; es to health
benefit contracts issued, renewed, or amended on or after that date.
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HOUSE BILL 148:
Insurance Required for Mopeds

RIS

neral Assembly

Committee: House Insurance Date: April 20, 2015
Introduced by: Reps. Shepard, R. Brown, Waddell, Adams  Prepared by: Tim Hovis
Analysis of?: Second Edition Committee Counsel

SUMMARY: House Bill 148 would amend the law related to mopeds by:
» Requiring mopeds to be insured;
» Clarifying that sellers of mopeds are not required to be licensed as motor vehicle dealers; and
# Clarifying that mopeds do not have to be titled.

CURRENT LAW: A moped is defined as a vehicle that has two or three wheels, no external shifting
device, and a motor that does not exceed 50 cubic centimeters piston displacement and cannot propel the
vehicle at a speed greater than 30 miles per hour on a level surface (G.S. 105-164.3). Mopeds are not
generally treated as motor vehicles under State laws (G.S.20-4.01(23)). Mopeds are currently not
required to be inspected (G.S. 20-183.2) or insured (G.S. 20-309).

Operators must be at least 16 years old to operate a moped on a highway or public vehicular area
(G.S.20-10.1) but are not required to be licensed (G.S.20-8). Operators are subject to the same
requirements as operators of motorcycles with regard to carrying passengers and wearing a helmet — the

. number of passengers may not exceed the number the vehicle was designed to carry, and the operator
and passengers must wear helmets that comply with federal standards (G.S. 20-140.4).

While mopeds are not currently required to be registered. legislation was enacted last year (S.L. 2014-
114) that will require registration of mopeds beginning on July 1, 2015. The registration fee is the same
as for motorcycles ($18). In order to be registered with the Division and operated on the highways, a
moped must have a manufacturer's certificate of origin and be designed and manufactured for highway
use. An applicant who is unable to provide a manufacturer's certificate of origin must provide an
affidavit stating why a certificate is not available and attesting that the applicant is entitled to register the
vehicle.

BILL ANALYSIS: House Bill 148 would require that operators of mopeds have liability insurance and
make clarifying changes to other motor vehicle laws related to mopeds.

Insurance: Sections 2 through 7 would make it unlawful to operate a moped on a street or highway
without having liability insurance coverage. Companies writing moped liability insurance or theft and
physical damage insurance would be authorized to incorporate both types of insurance as an
endorsement to liability and physical damage policies. Liability insurance on a moped would not be
eligible for transfer to the North Carolina Motor Vehicle Reinsurance Facility, and a moped would not
be considered a private passenger motor vehicle for purposes of the regulation of insurance rates.

No dealer license required: Section 8§ would clarify that mopeds are not included in the definition of
motor vehicle for the purposes of the motor vehicle dealers and manufacturers licensing law. Under this
law, a person must be licensed as a motor vehicle dealer to sell motor vehicles that are required to be *»
de¢'~ T~~ge »~~~7 Section 8 would clarify that mopeds are not included in the definition of motor
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House Bill 148
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vehicle for the purposes of the motor vehicle dealers and manufacturers licensing law. Under this law, a
person must be licensed as a motor vehicle dealer to sell motor vehicles that are required to be
registered. This would make clear that moped dealers do not have to be licensed after the new moped
registration requirement goes into effect.

No certificate of title required. Section 9 would clarify that mopeds do not have to be titled. Generally,
an owner of a vehicle subject to registration must also apply to the Division for a certificate of title. This
section would provide that the owner of a moped subject to registration under the new law is not
required to apply for, nor is the Division required to issue, a certificate of title.

EFFECTIVE DATE: Clarifying changes related to motor vehicle dealer licensing and titling would
become effective July 1, 2015, to coincide with the effective date of the new moped registration
re 1irement. The remainder of the act would become effective July 1, 2016, and would apply to offenses
committed on or after that date.

*This summary was substantially contributed to by Wendy Graf Ray. Research Division.
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General Assembly Of North Carolina Session 2015

SECTION 5. G.S. 58-37-1(6) reads as rewritten:

"(6)

"Motor vehicle" means every self-propelled vehicle that is designed for use
upon a highway, including trailers and semitrailers designed for use with
such vehicles (except traction engines, road rollers, farm tractors, tractor
cranes, power shovels, and well drillers). "Motor vehicle" also means a
motorcycle, as defined in G.S. 20-4.01(27)d._"Motor vehicle" does not mean
a_moped, as defined in G.S. 105-164? Ne~eithgtanding any  other
provisions of this Article, liability_insurance on a moped is not eligikla =
cession to the Facility."

SECTION 6. G.S. 58-40-10(1) reads as rewritten:

"(1)

"Private passenger motor vehicle" means:

a. A motor vehicle of the private passenger or station wagon type that is
owned or hired under a long-term contract by the policy named
insured and that is neither used as a public or livery conveyance for
passengers nor rented to others without a driver; or

b. A motor vehicle that is a pickup truck or van that is owned by an
individual or by husband and wife or individuals who are residents of
the same household if it:

. Has a gross vehicle weight as specitied by the manufacturer
of less than 14,000 pounds; and
2. Is not used for the delivery or transportation of goods or

materials unless such use is (i) incidental to the insured's
business of installing, maintaining, or repairing furnishings or
equipment, or (ii) for farming or ranching. Such vehicles
owned by a family farm copartnership or a family farm
corporation shall be considered owned by an individual for
the purposes of this section; or
c. A motorcycle, motorized scooter or other similar motorized vehicle
not used for commercial purposes._ A moped. as defined in
G.S. 105-164.3. ir =~* ~~nsidered a motorcycle. motorized scooter, or
other similar motorized vehicle."

SECTION 7. G.S. 58-40-15 reads as rewritten:
"§ 58-40-15. Scope of application.

The provisions of this Article shall apply to all insurance on risks or on operations in this
State, exeeptzexcept for all of the following:

()
(2)

4)
()
(6)
(7
(8)

Reinsurance, other than joint reinsurance to the extent stated in
G- 340-60:G.S. 58-40-60.

Any policy of insurance against loss or damage to or legal liability in
connection with property located outside this State, or any motor vehicle or
aircraft principally garaged and used outside of this State, or any activity
wholly carried on outside this State;State.

Insurance of vessels or craft, their cargoes, marine builders' risks, marine
protection and indemnity, or other risks commonly insured under marine, as
distinguished from inland marine, insurance peheiesspolicies.

Accident, health, or life asuraneesinsura~~-,

Anputtes:Annuities.

Repealed by Session Laws 1985, c. 666. s. 43.

Mortgage guaranty nsurapeesinsurance.

Workers' compensation and employers' liability insurance written in

connection therewith:therewith.

H148 [Edition 2]







General Assembly Of North Carolina Session 2015

1 SECTION 10. Sections 8 and 9 of this act become effective July 1, 2015. The
2 remainder of this act becomes effective July I, 2016, and applies to otfenses committed on or

3 after that date. .
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‘ NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

INSURANCE COMMITTEE REPORT
Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

FAVORABLE

HB 147 Update Fire and Rescue Commn. Membership.
Draft Number: None
Serial Referral: None
Recommended Referral:  None
Long Title Amended: No
Floor Manager: Ross

HB 306 NC Cancer Treatment Fairness.
Draft Number: None
Serial Referral: None
Recommended Referral:  None
Long Title Amended: No
Floor Manager: Lewis

HB 683 Occup. Therapy/Choice of Provider.

‘ Draft Number: None

Serial Referral: None

Recommended Referral:  None
Long Title Amended: No
Floor Manager: Avila

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL

HB 262 Surplus Lines Ammendments.
Draft Number: H262-PCS30340-MH-1
Serial Referral: None

Recommended Referral: None
Long Title Amended: No

Floor Manager: Pendleton
HB 667 Athletic Trainer/Health Coverage Option.
Draft Number: H667-PCS30330-TK-13
Serial Referral: None
Recommended Referral:  None
Long Title Amended: Yes

Floor Manager: Hager
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INSURANCE COMMITTEE REPORT PAGE 2

HB 809 Third-Party Premium Payments.
Draft Number: H809-PCS30331-TK-18
Serial Referral: None

Recommended Referral:  None
Long Title Amended: No
Floor Manager: Avila

TOTAL REPORTED: 6
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Corrected #6: H729 added and H715 removed

NORTH CAROLINA HOUSE OF REPRESENTATIVES

COMMITTEE MEETING NOTICE

AND

BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28,2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE
HB 196 DOI License Processing Fees.

HB 182 Property Insurance Fairness.

HB 599 Impounding Vehicles with Lapsed/No
[nsurance.
HB 528 Establish Chiropractor Co-Pay Parity.

HB 361 Principle-Based Reserving.

HB 496 Surcharge Transparency.

HB 148 Insurance Required for Mopeds.

HB 821 Proper Administration of Step Therapy.

HB 142 Require Safety Helmets / Under 21.

HB 497 SDIP Opt-Out.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray
Representative Torbett
Representative Speciale
Representative Collins
Representative Burr
Representative Boles



Representative Bumgardner
HB 729 Standards for Chiropractic Peer Representative Conrad
Review. Representative Bryan
Representative Setzer

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 8:14 AM on
Tuesday, April 28, 2015.

__ Principal Clerk
___Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




Corrected #5: House Bill 497 added

NORTH CAROLINA HOUSE OF REPRESENTA ::VES

COMMITTEE MEETING NOTICE

AND

BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28, 2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE
HB 196 DOI License Processing Fees.
HB 182 Property Insurance Fairness.

HB 599 Impounding Vehicles with Lapsed/No
Insurance.
HB 528 Establish Chiropractor Co-Pay Parity.

HB 361 Principle-Based Reserving.

HB 496 Surcharge Transparency.

HB 715 Payments for Ambulance Services.

HB 148 Insurance Required for Mopeds.

HB 821 Proper Administration of Step Therapy.

HB 142 Require Safety Helmets / Under 21.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Bishop
Representative Jeter
Representative Setzer
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray
Representative Torbett
Representative Speciale



HB 497 SDIP Opt-Out. Representative Collins
Representative Burr
Representative Boles
Representative Bumgardner

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 4:16 PM on
Monday, April 27, 2015.

__ Principal Clerk
___Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




Corrected #4: House Bill 142 added

NOR : d CAROLINA HOUSE OF REPRESEN : ATIVES

COMMITTEE MEETING NOTICE

AND

BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28,2015
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE
HB 196 DOI License Processing Fees.

HB 182 Property Insurance Fairness.

HB 599 Impounding Vehicles with Lapsed/No
Insurance.
HB 528 Establish Chiropractor Co-Pay Parity.

HB 361 Principle-Based Reserving.

HB 496 Surcharge Transparency.

HB 715 Payments for Ambulance Services.

HB 148 Insurance Required for Mopeds.

HB 821 Proper Administration of Step Therapy.

HB 142 Require Safety Helmets / Under 21.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Bishop
Representative Jeter
Representative Setzer
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray
Representative Torbett
Representative Speciale



Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 1:40 PM on
Monday, April 27, 2015.

___ Principal Clerk
Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




Corrected #3: H715 was inadvertently left off the last notice

NORK : d CAROLINA HOUSE OF REPRESENTATIVES

COMMITTEE MEETING NOTICE

AND

BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28, 2015
TIME: 1:00 PM
LOCATION:  1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE
HB 196 DOI License Processing Fees.
HB 182 Property Insurance Fairness.

HB 599 Impounding Vehicles with Lapsed/No
Insurance.
HB 528 Establish Chiropractor Co-Pay Parity.

HB 361 Principle-Based Reserving.

HB 496 Surcharge Transparency.

HB 715 Payments for Ambulance Services.

HB 148 Insurance Required for Mopeds.

HB 821 Proper Administration of Step Therapy.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Bishop
Representative Jeter
Representative Setzer
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray



Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 12:09 PM on
Friday, April 24, 2015.

____ Principal Clerk
____Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




Corrected #2: H599 and H821 added

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA .:ON
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28, 2015

TIME:

1:00 PM

LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO.
HB 196
HB 182

HB 599

HB 528

HB 361

HB 496

HB 148

HB 821

SHORT TITLE SPONSOR

DOI License Processing Fees. Representative Dollar
Representative Lucas

Property Insurance Fairness. Representative Millis

Representative Lewis
Representative Hager

Impounding Vehicles with Lapsed/No Representative Cleveland
Insurance.
Establish Chiropractor Co-Pay Parity. Representative Burr

Representative Jones
Representative Hanes
Principle-Based Reserving. Representative Collins
Representative Tine
Representative Setzer
Surcharge Transparency. Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Insurance Required for Mopeds. Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Proper Administration of Step Therapy. Representative Lewis
Representative Wray



Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 9:13 AM on
Thursday, April 23, 2015.

__ Principal Clerk
____Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




Corrected #1: Date and Time Change, HB 715 added

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

BILL SPONSOR NOTIFICA +:ON
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, April 28, 2015

TIME:

LOCATION:

1:00 PM
1228/1327 LB

The following bills will be considered:

BILL NO.
HB 196
HB 361

HB 496

HB 182

HB 715

HB 148

HB 528

SHORT TITLE
DOI License Processing Fees.

Principle-Based Reserving.

Surcharge Transparency.

Property Insurance Fairness.

Payments for Ambulance Services.

Insurance Required for Mopeds.

Establish Chiropractor Co-Pay Parity.

SPONSOR
Representative Dollar
Representative Lucas
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Millis
Representative Lewis
Representative Hager
Representative Bishop
Representative Jeter
Representative Setzer
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Burr
Representative Jones
Representative Hanes



Respectfully,

Representative Dana Bu  jardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 12:59 PM on
Wednesday, April 22, 2015.

__ Principal Clerk
____Reading Clerk — House Chamber

Margie Penven (Committee Assistant)




House Committee on Insurance
Tuesday, April 28, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 196
HB 182

HB 599

HB 528

HB 361

HB 496

HB 148

HB §21

HB 142

HB 497

HB 729

SHORT TITLE
DOI License Processing Fees.

Property Insurance Fairness.

Impounding Vehicles with Lapsed/No
Insurance.
Establish Chiropractor Co-Pay Parity.

Principle-Based Reserving/Revise Ins.
Laws.

Surcharge Transparency.

Insurance Required for Mopeds.

Proper Administration of Step Therapy.

Require Safety Helmets / Under 21.

SDIP Opt-Out.

Standards for Chiropractic Peer
Review.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray
Representative Torbett
Representative Speciale
Representative Collins
Representative Burr
Representative Boles
Representative Bumgardner
Representative Conrad
Representative Bryan
Representative Setzer






Presentations

Other Business

Adjournment






House Committee on Insurance
Tuesday, April 28, 2015 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 1:00 PM on April 28, 2015, in Room 1228/1327 of
the Legislative Building. Representatives Arp, Baskerville, Boles, Brawley, Brisson,
Bumgardner, Burr, Collins, Dobson, Dollar, Earle, Gill, C. Graham, D. Hall, Hanes, Hast gs,
Holloway, Horn, Howard. Iler, Insko, Jackson, Lambeth, LLangdon, Lucas, McElraft, Pendleton,
Pierce, Setzer, Shepard, Tine, Warren, and Wray attended.

Chairman Dana Bumgardner presided and called the meeting to order at 1:00 p.m. Visitor
registration is attached as Exhibit 1. A list of Assistant Sergeants-at-Arms serving the committee
is attached as Exhibit 2. and a list of Pages serving the committee is attached as Exhibit 3.

The following bills were on the agenda: HB 196, DOI License Processing Fees (Representatives
Dollar, Lucas); HB 182, Property Insurance Fairness (Representatives Millis, Lewis, Hager); HB
599, Impounding Vehicles with Lapsed/No Insurance (Representative Cleveland); HB 528,
Establish Chiropractor Co-Pay Parity (Representatives Burr, Jones, Hanes); HB 361, Principle-
Based Reserving (Representatives Collins, Tine, Setzer); HB 496, Surcharge Transparency
(Representatives Collins, Cleveland, Jordan, Baskerville); HB 148, Insurance Required tor
Mopeds (Representatives Shepard, R. Brown, Waddell, Adams); HB 821, Proper Administration
of Step Therapy (Representatives Lewis, Wray); HB 142, Require Safety Helmets /Under 21
(Representatives Torbett, Speciale); HB 497. SDIP Opt-Out (Representatives Collins. Bt
Boles, Bumgardner); HB 729, Standards for Chiropractic Peer Review (Representatives Conrad,
Bryan, Setzer). A copy of the agenda is attached as Exhibit 4.

Representative Dollar explained HB 196, A BILL TO BE ENTITLED AN ACT TO REQUIRE
THAT THE DEPARTMENT OF INSURANCE INCLUDE DIFFERENTIAL LICENSE
PROCESSING FEES WHEN ISSUING ITS NEXT REQUEST FOR PROPOSAL FOR A
LICENSING ADMINISTRATIVE SERVICES CONTRACT. A copy of HB 196 is attached as
Exhibit 5. A copy of the bill summary, which was prepared by Tim Hovis, Committee Counsel,
is attached as Exhibit 6. Representative Warren moved that HB 196 be given a favorable report
and the motion passed unanimously.

Representative Collins explained HB 361, A BILL TO BE ENTITLED AN ACT TO PROVIDE
FOR PRINCIPLE-BASED VALUATION IN THE LIFE INSURANCE STANDARD
VALUATION LAW AND STANDARD NONFORFEITURE PROVISIONS IN THE NORTH
CAROLINA INSURANCE LAW. A copy of HB 361 is attached as Exhibit 7. A copy of the bill
summary, which was prepared by Kristen Harris, Committee Counsel, is attached as Exhibit 8.
Representative Warren moved that HB 361 be given a favorable report, and the motion passed
unanimously.

Representative Tine moved to bring a proposed committee substitute (PCS) for HB 182 before
the committee for consideration. The motion carried. Representative Millis began an explanation,

Page 1






but the bill was temporarily displaced until copies of the latest PCS could be distributed to
committee members.

Representative Burr explained HB 528, A BILL TO BE ENTITLED AN ACT TO REENACT A
LAW CONCERNING HEALTH BENEFIT PLAN CO-PAYMENTS FOR SERVICES
PERFORMED BY CHIROPRACTORS. A copy of HB 528 is attached as Exhibit 9. A copy of
the bill summary, which was prepared by Amy Jo Johnson, Committee Counsel, is attached as
Exhibit 10.

A copy of a memorandum from the Office of the State Treasurer opposing HB 528 is attached as
Exhibit 11.

Speaking in favor of the bill were Dr. Joe Siragusa, Executive Director of the NC Chiropractic
Association, and Ms. Flo Moses representing NC Physical Therapy Association.

Speaking against HB 528 were Ms. Chris Evans, representing NC Health Care, and Mr. Gary
Salamido, Vice President, Government Affairs, North Carolina Chamber of Commerce.

Representative Pendleton sent forth an amendment to limit the first five visits as primary care
annually, thereafter treating each visit as a visit to a specialist. The proposed amendment is
attached as Exhibit 12. Representative Burr said he was against the amendment, and on a voice
vote the amendment failed. Representative Setzer moved that HB 528 be given a favorable
report, and on a show of hands the motion carried 16-14.

The proposed committee substitute for HB 182, was before the committee on a previous motion
by Representative Tine. Copies of the PCS were passed out and Representative Millis explained
the PCS for HB 182, A BILL TO BE ENTITLED AN ACT TO INCREASE THE FAIRNESS
AND EQUITY OF PROPERTY INSURANCE RATE MAKING IN NORTH CAROLI' A BY
REQUIRING THAT CERTAIN PROPERTY INSURANCE DATA BE MADE AVAILABLE
TO THE PUBLIC; BY PROVIDING THE NORTH CAROLINA INSURANCE
UNDERWRITING ASSOCIATION THE AUTHORITY TO HAVE ISSUED TAX-EXEMPT
BONDS TO COVER LOSS-RELATED LIABILITIES; BY REFORMING CONSENT TO
RATE PRACTICES; BY REQUIRING THAT CATASTROPHE MODELING USED FOR
PROPERTY RATE-MAKING PURPOSES MORE ACCURATELY REFLECT POTENTIAL
IMPACTS IN NORTH CAROLINA; AND BY CREATING THE JOINT LEGISLATIVE
STUDY COMMITTEE ON PROPERTY INSURANCE RATE MAKING. A copy of the PCS
for HB 182 is attached as Exhibit 13. The bill summary, which was prepared by Tim Hovis,
Committee Counsel, is attached as Exhibit 14. Representative Lucas moved that the PCS for HB
182 be given a favorable report, unfavorable as to the original bill. The motion carried with a
serial referral to the Finance Committee.

Representative Shepard moved that at PCS for HB 599 be brought before the Committee. The
motion passed. and a copy the PCS for HB 599 is attached as Exhibit 15. Representative
Cleveland explained the PCS for HB 599, A BILL TO BE ENTITLED AN ACT TO REQUIRE
THE VEHICLE BEING OPERATED BY A DRIVER WHO HAS FAILED TO MAINTAIN
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FINANCIAL RESPONSIBILITY TO BE SEIZED AND FORFEITED. A copy of the bill
summary for the PCS for HB 599, which was prepared by Tim Hovis and Kristen Harris,
Committee Counsel, is attached as Exhibit 16.

There was committee discussion, but time ran out without a vote so the bill was held over.

The meeting adjourned at 1:55 p.m. The committee reports are attached as Exhibits 7 and 18.

Respectfully submitted:

by oo

Représentétive Darxé_Bur?lgardner, Chair

Presiding
Exhibits:
1. Visitor Registration
2. Assistant Sergeants-at-Arms Serving Committee
3. Pages Serving Committec
4. Agenda
5. HB 196
6. Summary for HB 196
7. HB 361
8. Summary for HB 361
9. HB 528
10.  Summary for HB 528
11, Handout from Janet Cowell, Treasurer Regarding 1B 528
12, Pendleton Amendment (Failed)
13.  PCSforlIB 182
14, Summary for PCS for HB 182
15. HB 599
16.  Summary for HB 599
17.  Committee Report #1
18.  Committee Report #2

Margie Pen#en, Committee Clerk

Pages










































Committee Sergeants-at Arms

House Committee on Insurance
April 28, 2015

Young Bay
Bill Morris
Jim Moran

EXHIBIT 2






EXHIBIT 3

Pages Assigned to Insurance Committee on April 28, 2015, at 1:00 p.m. in Ro 11228/1327:

Name Mneeesee Spor~~=
Phillip Armentrout Craven John R. Bell IV
Kaitlin Avery Pitt Susan Martin






House Committee on Insurance
Tuesday, April 28, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA

Chairman Bumgardner, Presiding

Welcome and Opening Remarks

Introduction of Pages and Assistant Sergeants-at-Arms

Bills

BILL NO.
HB 196
HB 182

HB 599

HB 528

HB 361

HB 496

HB 148

HB 821
HB 142

HB 497

HB 729

Adjournment

SHORT TITLE
DOI License Processing Fees.

Property Insurance Fairness.

Impounding Vehicles with Lapsed/No
Insurance.
Establish Chiropractor Co-Pay Parity.

Principle-Based Reserving.

Surcharge Transparency.

Insurance Required for Mope .

Proper Administration of Step Therapy.

Require Safety Helmets / Under 21.

SDIP Opt-Out.

Standards for Chiropractic Peer
Review.

SPONSOR
Representative Dollar
Representative Lucas
Representative Millis
Representative Lewis
Representative Hager
Representative Cleveland

Representative Burr
Representative Jones
Representative Hanes
Representative Collins
Representative Tine
Representative Setzer
Representative Collins
Representative Cleveland
Representative Jordan
Representative Baskerville
Representative Shepard
Representative R. Brown
Representative Waddell
Representative Adams
Representative Lewis
Representative Wray
Representative Torbett
Representative Speci:
Representative Collins
Representative Burr
Representative Boles

Representative Bumgardner

Representative Conrad
Representative Bryan
Representative Setzer

EXHIBIT4












EXHIBIT6

P
e HOUSE BILL 196:
RS DOI License Processing Fees
2015-2016 General Assembly
Committee: House Insurance Date: April 28, 2015
Introduced by: Reps. Dollar, Lucas Prepared by: Tim Hovis
Analysis of: First Edition Committee Counsel
SUMMARY:

[As introduced, this bill was identical to S120, as introduced by Sen. Hartsell, which is currently in
Senate Finance.]

CURRENT LAW: Current law allows the Department of Insurance to contract with the National
Association of Insurance Commissioners (NAIC) or other persons for the provisions of online services
to applicants and licensees, the provision of administrative services, the provisions of license rocessing
and support services, and regulatory data systems.

BILL ANALYSIS: With respect to contracts between the Agent Services Division (ASD) of the
Department and other contracting parties that include license application processing, the bill would
allow the contracting party the option to charge different fees based on the effort necessary to process
licenses for each category of applicant or licensees.

House Bill 196 is a recommendation of the Joint Legislative Program Evaluation Oversight Committee.

' EFFECTIVE DATE: House Bill 196 is effective when it becomes law and applies to any contract
entered into by the Department on or after that date.

O. Walker Reagan CHEC [< ED O l | T Research Division
Director (919) 733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitule an official statement of legislative intent.
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Actuaries qualification standards for actuaries signing such statements and
who meets the requirements specified in the valuation manual. )

(7} Reserves. — Reserve liabilities.

‘) Tail risk. — A risk that occurs either where the frequency of low probability
events is higher than expected under a normal probability distribution or
where there are observed events of very significant size or magnitude.

9 Valuation manual. — The manual of valuation_instructions adopted by the
NAIC as specified in this section or as subsequently amended.

(b) This subsection applies to policies and contracts issued prior to the operative date of
the valuation manual. Each year the Commissioner shall value or cause to be valued the reserve
Labilties(“reservesre  es for all outstanding life insurance policies, annuity contracts, and
pure endowment eentraets-contracts. accident and health insurance contracts. and deposit-type

contracts of every life insurance company doing business in this State. In the case of an alien
company the valuatlon shall be hmlted to its Umted Stateﬁ busmebs ihe—@emmdrssmﬂa‘—mw

e&ieu#aﬂeﬂ—ef—ﬂae—eempanys—iteser—veﬁ—broup methods and approx1mate averages for fractlons

of a year or otherwise may be used by the Commissioner in calculating the company's reserves,
and the Commissioner may accept the valuation made by the company upon evidence of its
correctness that the Commissioner requires. For foreign or alien insurance companies, the
Commissioner may accept any valuation made or caused to be made by the insurance regulator
of any state or other ]uusdlcllon if & that valuation complies with the minimum 5ldndard

j-H-H%éi-eHeﬁ‘SCbthn
{b1) The provisions set forth in subsections (¢). (d). (d1), (e), (f)., (g). (h), and (k) of this

section shall apply to all policies and contracts. as appropriate. subject to this section issued on
or after the effective date of this section and prior to the operative date of the valuation manual.
The provisions set forth in _subsections (m) and (n) of this section shall not apply to policies
issued prior to the operative date of the valuation manual.

(b2) This subsection applies to policies and contracts issued on or afte- -~ operative date
of the valuation manual. The Commissic=~ ~hall annually va'~ or ~~use to be valued, the
reserves for all outstanding life insurance contracts. annuity contracts, pure endowment
contracts, accident and heaith insurance contracts. and deposit-type contracts of everv company
issued on or after the operative date of the valuation manv~' 'r Y=y of the valuation of the
reserves required of a foreign or alien company. the Com~in~=er e ~ocept g valuation
made. or caused to be made, by the insurance supervisory otficial ot any State or other
jurisdiction when that valuation complies with the minimum stand=+- »~+~vidad in this secti~»

(b3) The provisions ~* forth in subsections (m) and (n) of this section shall apply to all
policies and contracts issued on or after the operative date of the valuation manual.

) (1) Except as otherwise provided in subdivisions (3) and (4) of this subsection,
or_in_subsection (k). the minimum standard for the valuation of all such
policies and contracts issued before the effective date of this section shall be
that provided by the laws in effect immediately before that date, except that
the minimum standard for the valuation of annuities and pure endowments
purchased under group annuity and pure endowment contracts issued before
that date shall be that provided by the laws in effect immediately before that

Page 2 H361 [Edition |]
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)

3)

4

date but replacing the interest rates specified in such laws by an interest rate
of five percent (5%) per annum, and five and one-half percent (5 %)
interest for single premium life insurance policies.

Except as otherwise provided in subdivisions (3) and (4) of this subsection,
c= “~ subsection (k), the minimum standards for the valuation of all such
policies and contracts issued on or after the effective date of this section
sha be the Commissioner's reserve valuation methods defined in
subsections (d), ¢d-H(d1), and-(g), and (k). five percent (5%) interest for
group annuity and pure endowment contracts and three and one-half percent
(3 %) interest for all other policies and contracts, or, in the case of policies
and contracts other than annuity and pure endowment contracts, issued on or
after July 1. 1975, four percent (4%) interest for such policies issued prior to
April 19, 1979, and four and one-half percent (4 %) interest for such
policies issued on or after April 19, 1979, and the following tables:

Except as provided in subdivision (4) of this subsection, the minimum
standard fes-theof valuation efaHfor individual annuity and pure endowment
contracts issued on or after the operative date of this subdivision (3), as
defined herein, and for al-annuities and pure endowments purchased on or
after such operative date under group annuity and pure endowment
contracts, shall be the Commissioner's reserve valuation methods di 1ed in
subsections (d) and d-+)(d1) and the following tables and interest rates:

After July I, 1975, any company may file with the Commissioner a
written notice of its election to comply with the provisions of this
subdivision (3) after a specified date before January 1, 1979, which shall be
the operative date of this subdivision for such company, provided, a
company may elect a different operative date for individual annuity and pure
endowment contracts from that elected for group annuity and pure
endowment contracts. If a company makes no such election, the « erative
date of this subdivision for such company shall be January 1, 1979.

a. Applicability of Fhis-Subdivisien-this sul*“~ion. The interest rates
used in determining the minimum standard for the valuation of:

1. AddifeLife insurance policies issued in a particular calendar
year, on or after the operative date of subdivision (e)(4) of
G.S. 58-58-55,

2. Ad—individuatindividual annuity and pure endowment
contracts issued in a particular calendar year on or after
January 1, 1982,

3. AdannuitiesAn=—*'es and pure endowments purchased in a
particular calendar year on or after January 1, 1982, under
group annuity and pure endowment contracts, and

4. The net increase, if any, in a particular calendar vear after
January 1, 1982, in amounts held under guaranteed interest
contracts

shall be the calendar year statutory valuation interest rates as defined

in this subdivision.

(d) Except as otherwise provided in subsections ¢d-H—and(dl). (g), and (k) reserves
according to the Commissioner's reserve valuation method, for the life insurance and
endowment benefits of policies providing for a uniform amount of insurance and requiring the

H361 [Edition 1]
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payment of uniform premiums, shall be the excess, if any, of the present value, at the date of
valuation, of such future guaranteed benefits provided for by such policies, over the then
present value of any future modified net premiums therefor. The modified net premiums for
any such policy shall be such uniform percentage of the respective contract premiums for such
benefits that the present value, at the date of issue of the policy, of all such modified net
premiums shall be equal to the sum of the then present value of such benefits provided for by
the policy and the excess of (1) and (2). as follows:

(1) A net level annual premium equal to the present value, at the date of issue,
of such benefits provided for after the first policy year, divided by the
present value, at the date ot issue, of an annuity of one per annum payable
on the first and each subsequent anniversary of such policy on which a
premium falls due; provided, however, that such net level annual premium
shall not exceed the net level annual premium on the 19-year premium
whole life plan for insurance of the same amount at an age one year higher
than the age at issue of such policy.

(2) A net one year term premium for such benefits provided for in the first
policy year.

Provided that for any life insurance policy issued on or after January 1, 1985, for which the
contract premium in the first policy year exceeds that of the second year and for which no
comparable additional benefits are provided in the first year for such excess and which provides
an endowment benefit or a cash surrender value of a combination thereof in an amount greater
than such excess premium, the reserve according to the Commissioner's reserve valuation
method as of any policy anniversary occurring on or before the assumed ending date defined
herein as the first policy anniversary on which the sum of any endowment benefit and any cash
surrender value then available is greater than such excess premium shall, except as otherwise
provided in subsection (g), be the greater ot the reserve as of such policy anniversary calculated
as described in the first paragraph of this subsection and the reserve as of such policy
anniversary calculated as described in that paragraph, but with (i) the value defined in
subparagraph (1) of that paragraph being reduced by fifteen percent (15%) of the amount of
such excess first year premium, (ii) all present values of benefits and premiums being
determined without reference to premiums or benefits provided for by the policy after the
assumed ending date, (1ii) the policy being assumed to mature on such date as an endowment,
and (iv) the cash surrender value provided on such date being considered as an endowment
benefit. In making the above comparison the mortality and interest bases stated in subdivisions
(2) and (4) of subsection (c) shall be used.

Reserves according to the Commissioner's reserve valuation method for: (i) life insurance
policies providing for a varying amount of insurance or requiring the payment of varying
premiums; (ii) group annuity and pure endowment contracts purchased under a retirement plan
or plan of deferred compensation, established or maintained by an employer (including a
partnership or sole proprictorship) or by an employee organization. or by both, other than a
plan providing individual retirement accounts or individual retirement annuities under section
408 of the Internal Revenue Code, as now or hereatter amended; (iii) disability and accidental
death benetits in all policies and contracts; and (iv) all other benefits. except life insurance and
endowment benefits in life insurance policies and benefits provided by all other annuity and
pure endowment contracts, shall be calculated by a method consistent with the principles of this
subsection except that any extra premiums charged because of impairments or special hazards
shall be disregarded in the determination of modified net premiums.

d-B(d1) This subsection shall apply to all annuity and pure endowment contracts other
than group annuity and pure endowment contracts purchased under a retirement plan or plan of
deferred compensation, established or maintained by an employer (including a partnership or
sole proprietorship) or by an employee organization. or by both, other than a plan providing
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individual retirement accounts or individual retirement annuities under section 408 of the
Internal Revenue Code, as now or hereafter amended. )

Reserves according to the Commissioner's annuity reserve method for benefi  under
annuity or pure endowment contracts, excluding any disability and accidental death benefits in
such contracts. shall be the greatest of the respective excesses of the present values, at the date
of valuation, of the future guaranteed benefits, including guarantced nonforfeiture benefits,
provided for by such contracts at the end of each respective contract year, over the present
value, at the date of valuation, of any future valuation considerations derived from future gross
considerations, required by the terms of such contract, that become payable prior to the end of
such respective contract year. The future guaranteed benefits shall be determined by using the
mortality table, if any, and the interest rate, or rates, specified in such contracts for determining
guaranteed benefits. The valuation considerations are the portions of the respective gross
considerations applied under the terms of such contracts to determine nonforfeiture values.

(e) In no event shall a company's aggregate reserves for all life insurance policies,
excluding disability and accidental death benefits, issued on or after the effective date of this
section, be less than the aggregate reserves calculated in accordance with the methods set forth
in subsections (d), ¢d-x(d1). (g) and (h) of this section and the mortality table or tables and
rate or rates of interest used in calculating nonforfeiture benefits for such policies. In no event
shall the aggregate reserves for all policies, contracts, and benefits be less than the aggregate
reserves determined by the qualified-appointed actuary to be necessary to render the opinion
required by subsection (i) or subsection (j1) of this section.

H Reserves for all policies and contracts issued before the effective date of this section
may be calculated, at the option of the company, according to any standards that roduce
greater aggregate reserves for those policies and contracts than the minimum reserves required
by the laws in effect immediately before that date.

Reserves for any category of policies, contracts or benefits as established by the
Commissioner, issued on or after the elfective date of this section may be calculated, at the
option of the company, according to any standards that produce greater aggregate reserves for
such category than those calculated according to the minimum standard herein provided, but
the rate or rates of interest used for policies and contracts, other than annuity and pure
endowment contracts, shall not be higher-greater than the corresponding rate or rates of interest
used in calculating any nonforfeiture benefits provided fes-therein:in the policies o ~~~“-acts.

Any such company that adopts any standard of valuation producing greater aggregate
reserves than those calculated according to the minimum standard herein provided may, with
the appr oval of the Commissioner, adopt any lower standard of valuation, but not lower than
the minimum herein-provided-provided in this section. Provided. however, that for the purposes
of this section, the holding of additional reserves previously determined by a—gualifiedthe
ar-~ =+~ actuary to be necessary to render the opinion required by subsection (i) or (j1) of
this section shall not be deemed to be the adoption of a higher standard of valuation.

(2) If in any contract year the gross premium charged by any Hife-insuranee-co  rany on
any policy or contract is less than the valuation net premium for the policy or contract
calculated by the method used in calculating the reserve thereon but using the minimum
valuation standards of mortality and rate of interest, the minimum reserve required for such
policy or contract shall be the greater of either the reserve calculated according to the mortality
table, rate of interest, and method actually used for such policy or contract, or the reserve
calculated by the method actually used for such policy or contract but using the minimum
valuation standards of mortality and rate of interest and replacing the valuation net premium by
the actual gross premium in each contract year for which the valuation net premium exceeds
the actual gross premium. The minimum valuation standards of mortality and rate of interest
referred to in this subsection are those standards stated in subdivisions (1), (2) and (4) of
subsection (c).

H361 [Edition 1} Page S



S ND 01NN R LN

—_— —
b —

O\ W W

(NSRS I OIS S O A\ A e
NN U R WD = O N 0N

Fa L LI Lo Lo LI LD LY L) W Lo PO N
SNV I kLD — O O

=
|

43
44
45
46
47
48
49
50
51

General Assembly of North Carolina Session 2015

Provided that for any life insurance policy issued on or after January 1, 1985, for which the
gross premium in the first policy year exceeds that of the second year and for which no
comparable additional benefit is provided in the first year for such excess and which provides
an endowment benefit or a cash surrender value or a combination thereof in an amount greater
than such excess premium, the foregoing provisions of this subsection ¢g}-shall be applied as if
the method actually used in calculating the reserve for such policy were the method described
in subsection (d), ignoring the second paragraph of subsection (d). The minimum reserve at
each policy anniversary of such a policy shall be the greater of the minimum reserve calculated
in accordance with subsection (d), including the second paragraph of that subsection, and the
minimum reserve calculated in accordance with this subseetien-{g)subsection.

(h) In the case of any plan of life insurance which provides for future premium
determination, the amounts of which are to be determined by the insurance company based on
then estimates of future experience, or in the case of any plan of life insurance or annuity which
is of such a nature that the minimum reserves cannot be determined by the methods described
in subsections (d), td-;(d1) and (g), the reserves which are held under any such plan must:

(H Be appropriate in relation to the benefits and the pattern of premiums for that
plan, and

(2) Be computed by a method which is consistent with the principles of this
Standard Valuation Law, as determined by regulations promulgated by the
Commissioner.

(1) Every—Prior to the operative date of the valuation manual as specified in
G.S. 58-58-51, every life insurance company doing business in this State shall annually submit
the opinion of a qualified actuary as to whether the reserves and related actuarial items held in
support of the policies and contracts specified by the Commissioner by rule are computed
appropriately. are based on assumptions that satisfy contractual provisions, are consistent with
previously reported amounts, and comply with applicable laws of this State. The Commissioner
by rule shall define the specifics of this opinion and add any other items deemed to be
necessary to its scope. Every life insurance company. except as exempted by or pursuant to
rule, shall also annually include in the opinion required by this subsection, an opinion of the
same qualified actuary as to whether the reserves and related actuarial items held in support of
the policies and contracts specified by the Commissioner by rule, when considered in light of
the assets held by the company with respect to the reserves and related actuarial items,
including but not limited to the investment earnings on the assets and the considerations
anticipated to be received and retained under the policies and contracts, make adequate
provision for the company's obligations under the policies and contracts, including but not
limited to the benefits under and expenses associated with the policies and contracts. The
Commissioner may provide by rule for a transition period for establishing any higher reserves
that the qualified actuary may deem to be necessary in order to render the opinion required by
this subsection.

() Each opinion required by subsection (i) of this section shall be governed by the
following provisions:

(i)  On or_after the operative date of the valuation manual, every company with
outstanding life insurance contracts, annuity contracts, pure endowment contracts, accident and
health insurance contracts or deposit-type contracts in this State and subject 1o regulation by the
Commissioner shall annuallv_submit the opinion of the appointed actuary as to whether the
reserves and related actuarial items held in support of the policies and contracts are computed

Page 6 ' H361 [Edition 1]
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Page 14

equivalent uniform amount with uniform premiums for the whole of life
issued at the same age for the same amount of insurance, whichever is less.
Provided, however, that in applying the percentages specified in (iii) and (iv)
above, no adjusted premium shall be deemed to exceed four percent (4%) of
the amount of insurance or uniform amount equivalent thereto. The date of
issue of a policy for the purpose of this subsection shall be the date as of
which the rated age of the insured is determined.

In the case ¢ a policy providing an amount of insurance varying with
duration of the policy, the equivalent uniform amount thereof for the purpose
of this section shall be deemed to be the uniform amount of insurance
provided by an otherwise similar policy containing the same endowment
benefit or benefits, if any, issued at the same age and for the same term, the
amount of which does not vary with duration and the benefits under which
have the same present value at the date of issue as the benefits under the
policy, provided, however, that in the case of a policy providing a varying
amount of insurance issued on the life of a child under age 10, the equivalent
uniform amount may be computed as though the amount of insurance
provided by the policy prior to the attainment of age 10 were the amount
provided by such policy at age 10.

The adjusted premiums for any policy providing term insurance benefits
by rider or supplemental policy provision shall be equal to (i) the adjusted
premiums for an otherwise similar policy issued at the same age without
such term insurance benefits, increased, during the period for which
premiums for such term insurance benefits are payable, by (ii) the adjusted
premiums for such term insurance, the foregoing items (i) and (ii) being
calculated separately and as specified in the first two paragraphs of this
subsection except that, for the purposes of (ii), (iii} and (iv) of the first such
paragraph, the amount of insurance or equivalent uniform amount of
insurance used in the calculation of the adjusted premiums referred to in (ii)
of this paragraph shall be equal to the excess of the corresponding amount
determined for the entire policy over the amount used in the calculation of
the adjusted premiums in (i).

Except as otherwise provided in subdivisions (2) and (3) of this
subsection, all adjusted premiums and present values referred to in this
section shall for all policies of ordinary insurance be calculated on the basis
of the Commissioner's 1941 Standard Ordinary Mortality Table, provided
that for any category of ordinary insurance issued on female risks, adjusted
premiums and present values may be calculated according to an age not
more than three years younger than the actual age of the insured, and such
calculations for all policies of industrial insurance shall be made on the basis
of the 1941 Standard Industrial Mortality Table. All calculations shall be
made on the basis of the rate ot terest, not exceeding three and one-half
percent (3 1/2%) per annum. specified in the policy for calculating cash
surrender values and paid-up nonforfeiture benetits. Provided, however, that
in calculating the present value of any paid-up term insurance with
accompanying pure endowment,  any, offered as a nonforfeiture benefit,
the rates of mortality assumed may not be more than one hundred and thirty
percent (130%) of the rates of mortality according to such applicable table.
Provided, further, that for insurance issued on a substandard basis, the
calculation of any such adjusted premiums and present values may be based

H361 [Edition 1]
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on such other table of mortality as may be specified by the company and
approved by the Commissioner.

This subdivision shall apply to all policies issued on or after the
operative date of this subdivision (4) of subsection (e) as defined
herein. Except as provided in paragraph g of this subdivi Hn, the
adjusted premiums for any policy shall be calculated on an annual
basis and shall be such uniform percentage of the respective
premiums specified in the policy for each policy year, excluding
amounts payable as extra premiums to cover impairments or special
hazards and also excluding any uniform annual contract charge or
policy fee specified in the policy in a statement of the method to be
used in calculating the cash surrender values and paid-up
nonforteiture benefits, that the present value, at the date of sue of
the policy, of all adjusted premiums shall be equal to the sum of (i)
the then present value of the future guaranteed benefits provided for
by the policy; (ii) one percent (1%) of either the amount of insurance,
i the insurance be uniform in amount, or the average amount of
insurance at the beginning of each of the first 10 policy years; and
(iii) one hundred twenty-five percent (125%) of the nonforfeiture net
level premium as hereinafter defined. Provided, however, that in
applying the percentage specified in (iii) above no nonforfeiture net
level premium shall be deemed to exceed four percent 1%) of either
the amount of insurance, if the insurance be uniform in amount, or
the average amount of insurance at the beginning of each of the first
{0 policy years. The date of issue of a policy for the purpose of this
subdivision shall be the date as of which the rated age ol the insured
is determined.

All adjusted premiums and present values referred to in this section
shall for all policies of ordinary insurance be calculated on the basis
ot (i) the Commissioner's 1980 Standard Ordinary Mortality Table or
(i1) at the election of the company for any one or more specified
plans of life insurance, the Commissioner's 1980 Standard Ordinary
Mortality Table with Ten-Year Select Mortality Factors; shi  for all
policies of industrial insurance be calculated on the basis of the
Commissioner's 1961 Standard Industrial Mortality Table; and shall
for all policies issued in a particular calendar year be calculated on
the basis of a rate of interest not exceeding the nonforfeiture interest
rate as defined in this subdivision for policies issued in that calendar
year. Provided, however, that:

6. Amy—For policies issued prior to the operative “~te of the
valuation _manv~' -*ch is *~f1ed = ¢ v S8-51, any

Commissioners Standard ordinary mortality tables, adopted
after 1980 by the NAIC, that are approved by regulation
promulgated by the Commissioner for use in determining the
minimum nonforfeiture standard may be substitutc  for the
Commissioner's 1980 Standard Ordinary Mortality ©  le with
or without Ten-Year Select Mortality Factors or for the
Commissioner's 1980 Extended Term Insurance Table._For
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HOUSE BILL 361:
Principle-Based Reserving

=

2015-2016 General Assembly

Committee: House Insurance Date: April 21, 2015
Introduced by: Reps. Collins, Tine, Setzer Prepared by: Kristen Harris
Analysis of: First Edition Committe

SUMMARY: House Bill 361 would provide for a principle-based reserving approach to valuing life
insurance reserves in North Carolina and make minor conforming changes to the Standard
Nonforfeiture Law.

[As introduced, this bill is identical to S667, as introduced by Sen. Apodaca, which is currently in
Senate Insurance.]

BACKGROUND AND CURRENT LAW:

North Carolina currently uses a formula-based approach based on mortality tables and interest rates to
calculate life insurance policy reserves.

In 2009, the National Association of Insurance Commissioners (NAIC) adopted the Standard Valuation

Law (SVL) which introduced a new method for calculating life insurance policy reserves called

"principle-based reserving" (PBR). The PBR approach replaces the formulaic approach by adopting a

Valuation Manual which is maintained by the NAIC. To date, 21 states have enacted legislation to

implement principle-based reserving. Once at least 42 states, representing 75% of the total U.S.

premium adopt the revisions to the SVL, PBR will be implemented over approximately three years and
’ only for new business.’

It is anticipated that PBR will become an NAIC accreditation requirement by 2016 or 2017.
BILL ANALYSIS:

Section 1 would incorporate model language from the NAIC's Standard Valuation Law for new business
issued after the operative date of the valuation manual, as defined in Section 3. The current statutory
language would apply to business issued prior to the manual's operative date. The bill would require the
Commissioner to value annually reserves for various types of contracts in the State issued on or after the
operative date of the manual. Every company with outstanding contracts would be required to submit
annually the opinion of the appointed actuary in accordance with the guidelines prescribed in the
manual. A provision would be included addressing the confidentiality of documents, materials, and other
information provided to the Commissioner. The Commissioner would be allowed to exempt specific
product forms and lines of a domestic company from the manual's requirements under certain
circumstances. The Department of Insurance would have authority to enter into contracts with the
NAIC, other states, entities, or persons to fulfill the requirements of this section.

Section 2 would make conforming changes to the Standard Nonforfeiture Law to maintain consistency
with the Standard Valuation Law in Section 1.

Section 3 would define the operative date of the NAIC valuation manual.

" http://www.naic.org/documents/committees_ex pbr_implementation_tf related 150301 pbr_implementation.pdf

O. Walker Reagan
' Director

* H3 6 1-SMTWU-223 E 1 -V 4 =*
This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.

(919) 733-2578

||’ Research Division



House Bill 361

Page 2

Section 4 would incorporate model language from the NAIC's Standard Valuation Law.

EFFECTIVE DATE: Sections 1 and 2 of this act become effective on the operative date of the manual
of valuation instructions adopted by the National Association of Insurance Commissioners as provided
in G.S. 58-58-51. The remainder of this act is effective when it becomes law.
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EXHIBIT 9

GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2015
H 1
HOUSE BILL 528
Short Title:  Establish Chiropractor Co-Pay Parity. (Pubilic)
Sponsors: Representatives Burr, Jones, and Hanes (Primary Sponsors).

For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site.

Referred to:  Insurance, if favorable, Appropriations.

April 2, 2015

A BILL TO BE ENTITLED
AN ACT TO REENACT A LAW CONCERNING HEALTH BENEFIT PLAN
CO-PAYMENTS FOR SERVICES PERFORMED BY CHIROPRACTORS.
The General Assembly of North Carolina enacts:
SECTION . G.S. 58-50-30(a3) reads as rewritten:

"(a3) Whenever any health benefit plan, subscriber contract, or policy of insurance issued
by a health maintenance organization, hospital or medical service corporation. or insurer
governed by Articles 1 through 67 of this Chapter provides coverage for medically necessary
treatment, the insurer shall not impose any limitation on treatment or levels of coverage if
performed by a duly licensed chiropractor acting within the scope of the chiro]  :tor's practice
as defined in G.S. 90-151 unless a comparable limitation is imposed on the medically necessary

treatment if performed or authorized by any other duly licensed physician. An i~~~ “ha'l -~
impose upon an i~ ~~ -~ “mitation on treatment or level of coverage a co-payment amount
for_services performed bv a duly licensed chiropractor that is higher than e co-payment
amount_impose” "=~ -+t~ *1gured for services pe-*--1¢* “_a duly licensed prit w— -~
=begigine Fomm mnemmnenis e~ ically necese~e =+t~ 7r condition."

SECTION 2. This act becomes ettective January |, 2016, and applies to health
benefit contracts entered into on or after that date.
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=z EXHIBIT 19

HOUSE BILL 528:
Establish Chiropractor Co-Pay Parity

2015-2016 General Assembly

Committee: House Insurance, if favorable, Appropriations Date: April 20, 2015
Introduced by: Reps. Burr, Jones, Hanes Prepared by: Amy JoJo. on
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill528 would prohibit health benefit plans and the State Health Plan for
Teachers and State Employees from charging a copayment for services performed by a licensed
chiropractor that is higher than the copayment for services performed by a licensed primary care
physician for a comparable, medically necessary treatment or condition.

CURRENT LAW: Health benefit plans are able to charge copayments for chiropractor care at levels
that are set by the health benefit plans. The State Health Plan for Teachers and State Employees charges
a copay that is higher for chiropractic services than for primary care services.

BILL ANALYSIS:

House Bill 528 amends G.S. 58-50-30(a3) which would prohibit health benefit plans and the State
Health Plan for Teachers and State Employees from charging a copayment for services performed by a
licensed chiropractor that is higher than the copayment for services performed by a licensed primary
care physician for a comparable, medically necessary treatment or condition.

House Bill 528 would also apply to the State Health Plan. G.S. 135-48.51 directs that all provisions
. under G.S. 58-50-30 apply to the State Health Plan.

EFFECTIVE DATE: This act becomes effective January 1, 2016.
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EXHIBIT 11

® NORTH CAROLINA

OFFICE OF THE TREASURER JANET COWELL, TREASURER

House 528

“Establish Chiropractor Co-Pay Parity”

Dear Member of the House Insurance Committee:

Today you will consider House 528, entitled “Establish Chiropractor Co-Pay Parity.”

The Office of the State . reasurer is strongly opposed to this measure.
Our reasons are as follows:

e There is no funding accompanying this measure. As such, it is an “unfunded mandate”
that will add to the cost of the State Health Plan.
e The General Assembly has instructed the Board of Trustees of the plan to control costs.
‘ This measure moves us in the opposite direction.
e The Board of Trustees has already considered this measure and decided against it.

And lastly, but perhaps most importantly:

e One of the principal reasons the General Assembly sent the Health Plan to the Treasurer’s
office was to get out of making decisions like this. Thus far, the General Assembly has
refrained from legislating plan benefits, leaving those decisions to the Board of T stees.
This measure, if adopted, would represent a significant departure from this practice — one
that has worked well thus far. It would encourage groups who are not satisfied with
board decisions to come to the General Assembly for redress, putting you once again in
the position of legislating the State Health Plan.

For all these reasons, we encourage you to vote =~ on this measure.

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385 - (919) 508-5176 - FAX (919) 508-5167
WWW.NCTREASURER.COM
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the rates are greater than those rates that are applicable in the State of North Carolina. The
insurer shall retain the signed consent form and other policy information for each insured and
make this information available to the Commissioner. upon request of the Commissioner. This
subsection may be used to provide motor vehicle liability coverage limits above those required
under Article 9A of Chapter 20 of the General Statutes and above those cedable to the Facility
under Article 37 of this Chapter to persons whose personal excess liability insurance policies
require that they maintain specific higher liability coverage limits. Any data obtained by the
Commissioner under this subsection is proprietary and confidential and is not a public record
under G.S. 132-1 or G.S. 58-2-100.

(bl)  This subsection_applies onlyv o _insurance awvainst loss w residential real property
with not more than four housing units. A rate in excess of that promuleated by the Bureau may
be charged by an insurer on anv specific risk it the higher =~~~ *~ charged in accordance with
rules adopted by the Commissioner and = ~harged with the knowledge and written consent of
the insured. An insurer shall give reasonable notice to the msured by including the following
laneuage on the insured's writlen consent to rale form in at feast 10 point type:

"NOTICE: THE PREMIUM USING NORTH CAROLINA  ATE BUREAU'S MANTIATL
RATES FOR THE HOMEOWNER'S INSURANCE COVERAGE [ APPLIED FOR IS %
THE preparnaean THIS COVERACGHFTS S THE TOTAL PERCENTAGE ™ PEASE
ABOVE THE MANUAL RATES IS vo, WHICH DOLES NOT EXCEED 230% Or THE
PREMIUM THAT I WOULD BE CHARGED USING NORTH CAROLINA RATLE BUREAU
MANUAL RATES FOR THE SAME COVERAGL."

The insurer shall provide the rate information on the disclosure statement above. as
applicable. to the insured. The disclosure statement noted above in this subsection shall be
included on any renewal of or endorsement to the policy for any subsequent rate increase above
the manual rate following the initial written consent of an insured. [However. once an initial
writien consent to rate is received. the insurer is not required to obtain the written consent of
the insured on ar - ~~1ewal of or endors~~~~t to_the policc Vhe fnsurer shall give 30 dayvs'
notice 1o the insured tor all written consents to rate and notices required under this subsection
on all policy renewals and endorsements. The insurer shall retain the signed consent form and
other policy information for each insured and make this in*~-mation available to the
Commissioner. upon reqguest of the Cor-~*oner. Anv data obtained by the Commissioner
under this subscction is proprictary and confidential and is not a public record under G.S. 132-1
or G.S. 58-2-100.

"

PART IV. CATASTROPHIC MODELING
SECTION 4.1. G.S. 58-36-10 reads as rewritten:
"§ 58-36-10. Method of rate making; factors considered.
The following standards shall apply to the making and use of rates:

(N Rates or loss costs shall not be excessive, inadequate or unfairly
discriminatory.
2) Due consideration shall be given to actual loss and expensec experience

within this State for the most recent three-year period for which that
information is available; to prospective loss and expense experiencce within
this State; to the hazards of contlagration 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

Page 12 House Bill 182* H182-CSRG-3 [v.10]
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SECTION 5.1.(¢) Cochairs; Vacancies. — The Speaker of the House of
Representatives shall designate onc representative to serve as cochair, and the President Pro
Tempore of the Scnate shall designate one senator to serve as cochair. Vacancies on the
Committee shall be filled by the same appointing authority making the initial appointment.

SECTION 5.1.(d) Powers. — The Committee. while in the discharge of its official
duties, may exercise all powers provided for under GG.S. 120-19 and G.S. 120-19.1 through
G.S. 120-19.4. The Committee may meet at any time upon the joint call of the cochairs. The
Committec may meect in the Legislative Building or the Legislative Office Building.

SECTION 5.1.(e) Staffing. — The Legislative Services Commission, through the
Legislative Services Officer. shall assign professional staff to assist the Committee in its work.
The Directors of Legislative Assistants of the Senate and of the House of Representatives shall
assign clerical staff to the Committee, and the expenses relating to the clerical employees shall
be borne by the Committce. Members of the Committee shall receive subsistence and travel
expenses at the rates set forth in G.S. 120-3.1, 138-5, or 138-6, as appropriate.

SECTION 5.1.(f) Report. — The Committee shall submit an interim report to the
2015 General Assembly when it reconvenes in 2016. The Committce shall submit a final
report, including findings and legislative recommendations, to the 2017 General Assembly. The
Committee shall terminate upon filing its final report.

PART VI. REMOVE CERTAIN OBSOLETE REFERENCES TO THE COASTAL
PROPERTY INSURANCE POOL

SECTION 6.1.(a) The title of Article 45 of Chapter 58 of the General Statutes
reads as rewritten:

"Article 45.
"LEssential Property Insurance for Beach-Avealoastal Property.”
SECTION 6.1.(b) G.S. 58-45-5(2¢) reads as rewritten:
"(2¢) Coastal Property Insurance Pool. — The name-of
i ! 2 200 2 1o 1 .

2

Ay - s 'e,“‘h I)I.!‘ h'l” Hi‘i!'lﬁ th}

Zoash O —rleh market of last resort which is
governed by the North Carolina Insurance ''~derwriting Association, and is
provided by the Association to the beach area and the coastal area.”

PART VII. MISCELLANEOUS PROVISIONS

SECTION 7.1. If any section or provision of this act is declared unconstitutional or
invalid by the courts, such action does not affect the validity of this act as a whole or any part
other than the part so declared to be unconstitutional or invalid.

SECTION 7.2. Section | of this act is effective when it becomes law. and any
current year requirements apply to the 2015 and subsequent calendar years. The remainder of
this act becomes effective July 1, 2015.

Page 14 House Bill 182* H182-CSRG-3 [v.10]




























EXHIBIT 18

NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

INSURANCE COMMITTEE REPORT
epresentative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

FAVORABLE

HB 196 DOI License Processing Fees.
Draft Number: None
Serial Referral: None
Recommended Referral: None
Long Title Amended: No
Floor Manager: Dollar

HB 361 Principle-Based Reserving.
Draft Number: None
Serial Referral: None

Recommended Referral: None
Long Title Amended: No
Floor Manager: Collins

FAVORABLE AND RE-REFERRED

HB 528 Establish Chiropractor Co-Pay Parity.
Draft Number: ~_None
Serial Referral: i APPROPRIATIONS

Recommended Referral: None
Long Title Amended: No
Floor Manager: Burr

TOTAL REPORTED: 3

TRRRVAITmIE






Cancelled Notice

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will NOT meet as follows:

DAY & DATE: Tuesday, June 2, 2015

TIME: 1:00 PM

LOCATION: 1228/1327 LB

COMMENTS: Representative Mitchell S. Setzer will be presiding.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

SB 676 Autism Health 1surance Coverage. Senator Apodaca
Senator Krawiec

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 11:43 AM on
Monday, June 01, 2015.

___Principal C <
~ ReadingC - House Chamber

Margaret Herring (Committee Assistant)






‘

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, June 2, 2015

TIME: 1:00 PM

LOCATION:  1228/1327 LB

COMMENTS: Representative Mitchell S. Setzer will be presiding.

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR

SB 676 Autism Health Insurance Coverage. Senator Apodaca
Senator Krawiec

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 9:47 AM on
Thursday, May 28, 2015.

__ Principal Clerk
_Reading Clerk — House Chamber

Margaret Herring (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTA .. VES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, June 30, 2015

TIME: 1:00 PM

LOCATION: 1228/1327 LB

COMMENTS: Representative Mitchell S. Setzer will be presiding.

The following bills will be considered:

B L NO. SHORTTITLE SPONSOR
SB 676 Autism Health Insurance Coverage. Senator Apodaca
Senator Krawiec

Respectfully,

Representative Dana Bumgardner. Co-Chair
Representative Mitchell S. Setzer, Co-Chair

| hereby certify this notice was filed by the committee assistant at the following offices at 9:47 AM on
Thursday, October 08, 2015.

___ Principal Clerk
_ Reading Clerk — House Chamber

Margaret Herring (Committee Assistant)






House Committee on Insurance
Tuesday, June 30, 2015, 1:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Re irks
Introduction of Pages
Bills

BILL NO. SHORT TITLE SPONSOR

SB 676 Autism Health Insurance Coverage. Senator Apodaca

Senator Krawiec

Presentations

Other Business

Adjournment






House Committee on Insurance
Tuesday, June 30, 2015 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES
The House Committee on Insurance met at 1:00 PM on June 30, 2015 in Room 1228/1327 of the
Legislative Building. Representatives Arp, Boles, Bumgardner, Burr, Collins, Dollar, Earle,
Gill, Hanes, Holloway, Horn, Howard, ller, Insko, Lambeth, Langdon, Lucas, Pierce, Setzer,
Shepard, Tine, and Warren attended.
Chairman Mitchell S. Setzer called the meeting to order at 1:00 PM. He introduced the House
Sergeant of Arms staff (Attachment I) and the House pages (Attachment II). Visitors
Registration Sheet (Attachment III).
The following bills were considered:

SB 676 Autism Health Insurance Coverage. (Senators Apodaca, Krawiec)

After some discussion, Representative Howard motioned for a favorable report.

The meeting adjourned at 1:25 PM.

. . )
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”(a)

ll(a)

H(a)

Page 4

Definitions. — As used in this section, the term:

)

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-IV-—DSM-5, or a subsequent edition published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-+ 1-5 or subsequent editions as ~i~~ ~nectrum disorder
(299.00). substance-related disorders (291.0 through 292.9 and 303.0
through 305.9), those coded as sexual dysfunctions not due to organic
disease (302.70 through 302.79), and those coded as "V" codes.

"Chemical dependency" has the same meaning as defined in G.S. 58-51-50,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders, BSM-1M--DSM-5, or subsequent editions published by the
American Psychiatric Association."

SECTION 4. G.S. 58-67-75(a) reads as rewritten:
Definitions. — As used in this section, the term:

(1

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-F  DSM-5, or subsequent editions published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-P-DSM-5 or subsequent editions as ~*sm spectrum disorder
(299.00), substance-related disorders (291.0 through 292.9 and 303.0
through 305.9), those coded as sexual dysfunctions not due to organic
disease (302.70 through 302.79). and those coded as "V" codes.

"Chemical dependency" has the same meaning as defined in G.S. 58-67-70,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders, BSM-P- ™S < or subsequent editions published by the
American Psychiatric Association.”

SECTION 5. G.S. 58-65-90(a) reads as rewritten:
Definitions. — As used in this section, the term:

()

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-PV-—"SM-5. or subsequent editions published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-IV-DSM-5 or subsequent editions as substance-related disorders
(291.0 through 292.9 and 303.0 through 305.9). those coded as autism
spectrum disorder (299 ™™ sexual dysfunctions not due to organic disease
(302.70 through 302.79), and those coded as "V" codes.

"Chemical dependency" has the same meaning as defined in G.S. 58-65-75,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders. BSM-V-DSM-5. or subsequent editions published by the
American Psychiatric Association."

SECTION 6. This act becomes effective January 1, 2016, and applies to insurance
contracts issued, renewed, or amended on or after that date.

$676 [Edition 2]
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2015
S 2
SENATE BILL 676
Insurance Committee Substitute Adopted 4/23/15
Short Title: ~ Autism Health Insurance Coverage. (Public)
Sponsors: —

Referred to:

March 30, 2015

A BILL TO BE ENTITLED
AN ACT TO PROVIDE COVERAGE FOR THE TREATMENT OF AUTISM SPECTRUM
DISORDER.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-3-220 reads as rewritten:
"§ 58-3-220. Mental illness benefits coverage.

(a) Mental Health Equity Requirement. — Except as provided in subsection (b), an
insurer shall provide in each group health benefit plan benefits for the necessary care and
treatment of mental illnesses that are no less favorable than benefits for physical illness
generally, including application of the same limits. For purposes of this subsection, mental
illnesses are as diagnosed and defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-P--DSM-5. or a subsequent edition published by the American Psychiatric
Association, except those mental disorders coded in the BSM-INV-DS** < ~r subsequent edition
as autism spectrum disorder (299.00), substance-related disorders (291.0 through 292.2 and
303.0 through 305.9), those coded as sexual dysfunctions not due to organic disease (302.70
through 302.79), and those coded as "V" codes. For purposes of this subsection, "limits"
incluc  deductibles, coinsurance factors, co-payments, maximum out-of-pocket limits, annual
and lifetime dollar limits, and any other dollar limits or fees for covered services.

(b) Minimum Required Benefits. — Except as provided in subsection (c), a group health
benefit plan may apply durational limits to mental illnesses that differ from durational limits
that apply to physical illnesses. A group health benefit plan shall provide at least the following
minimum number of office visits and combined inpatient and outpatient days for all mental
illnesses and disorders not listed in subsection (c), as diagnosed and defined in the Diagnostic
and Statistical Manual of Mental Disorders, BSM-P-—"C* ¢ or a subsequent edition
published by the American Psychiatric Association, except those mental disorders coded in the
BSM-IV-DSM-5 or subsequent edition as ~-**~=~ ~=~~*=~ disorder (299.00), substance-related
disorders (291.0 through 292.2 and 303.0 through 305.9), those coded as sexual dysfunctions
not due to organic disease (302.70 through 302.79), and those coded as "V" codes:

(1) Thirty combined inpatient and outpatient days per year.
(2) Thirty office visits per year.

(h) Definitions. — As used in this section:
(nH "Health benefit plan” has the same meaning as in G.S. 58-3-167.
(2) "Insurer" has the same meaning as in G.S. 58-3-167.
3 "Mental illness" has the same meaning as in G.S. 122C-3(21), with a mental
disorder defined in the Diagnostic and Statistical Mant  of Mental
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H(a)

"(a)

"(a)

Page 4

Definitions. — As used in this section, the term:

(1

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-IV-—DSM-5. or a subsequent edition published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-PN-DSM-5 or subsequent editions as autism spectrum disorder
(299.00). substance-related disorders (291.0 through 292.9 and 303.0
through 305.9), those coded as sexual dysfunctions not due to organic
disease (302.70 through 302.79), and those coded as "V" codes.

"Chemical dependency" has the same meaning as defined in G.S. 58-51-50,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders, BSM-V--DSM-5, or subsequent editions published by the
American Psychiatric Association."

SECTION 4. G.S. 58-67-75(a) reads as rewritten:
Definitions. — As used in this section, the term:

(1

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-IV-—DSM-5, or subsequent editions published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-P.-DSM-5 or subsequent editions as r*sm_spe~t~_disorder
(299.00), substance-related disorders (291.0 through 2929 and 303.0
through 305.9). those coded as sexual dysfunctions not due to organic
disease (302.70 through 302.79), and those coded as "V" codes.

"Chemical dependency" has the same meaning as defined in G.S. 58-67-70,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders, BSM-PV-DSM-5 or subsequent editions published by the
American Psychiatric Association."

SECTION 5. G.S. 58-65-90(a) reads as rewritten:
Definitions. — As used in this section, the term:

(1

(2)

"Mental illness" has the same meaning as defined in G.S. 122C-3(21), with a
mental disorder defined in the Diagnostic and Statistical Manual of Mental
Disorders, BSM-P-—DSM-5, or subsequent editions published by the
American Psychiatric Association, except those mental disorders coded in
the BSM-IV-DSM-5 or subsequent editions as substance-related disorders
(291.0 through 292.9 and 303.0 through 305.9), those coded as autism
spectrum die~eder (299.00). sexual dysfunctions not due to organic disease
(302.70 through 302.79), and those coded as "V" codes.

"Chemical dependency"” has the same meaning as defined in G.S. 58-65-75,
with a mental disorder defined in the Diagnostic and Statistical Manual of
Mental Disorders, BSM-I\--DSM-3, or subsequent editions published by the
American Psychiatric Association."”

SECTION 6. This act becomes effective January 1, 2016, and applies to insurance
contracts issued, renewed, or amended on or after that date.
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STNAT™ BI" " 676:
Autism Health Insurance Coverage

S, i
g,

2015-2016 General Assembly

Committee: House Insurance Date: June 30, 2015
Introduced by: Sens. Apodaca, Krawiec Prepared by: O. Walker Reagan
Analysis of: Second Edition Staff Attorney

Kristen Harris
Committee Counsel

SUMMARY: Senate Bill 676 creates a new section in Article 3 of Chapter 58 that addresses health
benefit plan coverage for the screening, diagnosis and treatment of autism spectrum disorder.

BILL ANALYSIS:

Section 2 of Senate Bill 676 adds a new section to Article 3 of Chapter 58 requiring certain health
benefit plans to offer coverage for autism spectrum disorders. The bill defines autism spectrum disorder
as "any of the pervasive developmental disorders or autism spectrum disorders as defi :d by the most
recent edition of the Diagnostic and Statistical Manual of Mental Disorders or the most recent edition of
the International Statistical Classification of Diseases and Related Health Problems." Autism is
expressly carved out from the definition of mental illness under Chapter 58 of the General Statutes.
Sections 1, 3, 4 and 5§ make these conforming changes.

Section 2 of the bill requires certain health benefit plans to provide coverage for the screening, diagnosis
and treatment of autism spectrum disorders. Section 2 specifies that the requirement to provide coverage

‘ for autism spectrum disorder will not apply to plans that are non-grandfathered health plans in the
individual market that are subject to the requirement to cover the essential health benefit package under
45 C.F.R. 147.150(a). These are plans whose coverage may be determined by the federal government to
require the State to make payments for a state-required benefit that is in excess of the essential health
benefits.

For plans that are required to provide coverage, coverage may not be denied because the treatments are
habilitative or educational in nature. Coverage may be subject to co-payments, deductible, or
coinsurance provisions which are no less favorable than the cost-sharing provisions that apply to
substantially all other medical services covered by the health plan.

However, coverage for adaptive behavior treatment may be subject to a maximum benefit of up to
$40,000 per year, under the bill and may be limited to individuals under 18 years of age. The bill defines
adaptive behavioral treatment as "behavioral and developmental interventions that systematically
manage instructional and environmental factors or the consequences of behavior that have been shown
to be clinically effective through research published in peer reviewed scientific journals and based upon
randomized, quasi-experimental, or single subject designs." Both of the following must be met to meet
the definition of adaptive behavior treatment:

e The intervention must be necessary to (i) increase appropriate or adaptive behaviors, (ii)
decrease maladaptive behaviors, or (iii) develop, maintain, or restore, to the maximi  extent
practicable, the functioning of an individual.

e The treatment must be ordered by a licensed physician or licensed psychologist and the
‘ treatment must be provided or supervised by one of the specified licensed professionals, so
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O. Walker Reagan
Director

Research Division
(919) 733-2578




Senate Bill 676

Page 2

long as the services provided are commensurate with the licensed professional's training,
experience, and scope of practice.

Although the diagnosis of autism spectrum disorder is removed from the mental illness benefits
coverage parity provisions of G.S.58-3-220, the new G.S. 58-3-192 requires every health benefit plan
to provide coverage for the screening, diagnosis, and treatment of autism spectrum disorder, with the
exception of adaptive behavior treatment, in accordance with the standards set forth in the federal Paul
Wellston and Pete Domenici Mental Health Parity and Addiction Equality Act of 2008.

EFFECTIVE DATE: This act becomes effective January 1., 2016, and applies to insurance contracts
issued, renewed, or amended on or after that date.

* Former Staff Attorney Amy Jo Johnson substantially contributed to this summary.




SENA 1 . BILL 676:
Autism Health Insurance Coverage

2015-2016 General Assembly

Committee: House Insurance Date: June 30, 2015
Introduced by: Sens. Apodaca, Krawiec Prepared by: O. Walker Reagan
Analysis of?: Second Edition Staff Attorney

Kristen Harris
Committee Counsel

SUMMARY: Senate Bill 676 creates a new section in Article 3 of Chapter 58 that addresses health
benefit plan coverage for the screening, diagnosis and treatment of autism spectrum disorder.

BILL ANALYSIS:

Section 2 of Senate Bill 676 adds a new section to Article 3 of Chapter 58 requiring cer n health
benefit plans to offer coverage for autism spectrum disorders. The bill defines autism spectrum disorder
as "any of the pervasive developmental disorders or autism spectrum disorders as defined by the most
recent edition of the Diagnostic and Statistical Manual of Mental Disorders or the most recent edition of
the International Statistical Classification of Diseases and Related Health Problems.” Autism is
expressly carved out from the definition of mental illness under Chapter 58 of the General Statutes.
Sections 1, 3, 4 and 5 make these conforming changes.

Section 2 of the bill requires certain health benefit plans to provide coverage for the screening, diagnosis
and treatment of autism spectrum disorders. Section 2 specifies that the requirement to provide coverage
for autism spectrum disorder will not apply to plans that are non-grandfathered health plans in the
individual market that are subject to the requirement to cover the essential health benefit package under
45 C.F.R. 147.150(a). These are plans whose coverage may be determined by the federal government to
require the State to make payments for a state-required benefit that is in excess of the essential health
benefits.

For plans that are required to provide coverage, coverage may not be denied because the treatments are
habilitative or educational in nature. Coverage may be subject to co-payments, deductible, or
coinsurance provisions which are no less favorable than the cost-sharing provisions that apply to
substantially all other medical services covered by the health plan.

However, coverage for adaptive behavior treatment may be subject to a maximum benefit of up to
$40,000 per year, under the bill and may be limited to individuals under 18 years of age. The bill defines
adaptive behavioral treatment as "behavioral and developmental interventions that systematically
manage instructional and environmental factors or the consequences of behavior that have been shown
to be clinically effective through research published in peer reviewed scientific journals and based upon
randomized, quasi-experimental, or single subject designs." Both of the following must be met to meet
the definition of adaptive behavior treatment:

e The intervention must be necessary to (i) increase appropriate or adaptive behaviors, (ii)
decrease maladaptive behaviors, or (iii) develop, maintain, or restore, to the maximum extent
practicable, the functioning of an individual.

e The treatment must be ordered by a licensed physician or licensed psychologist and the
treatment must be provided or supervised by one of the specified licensed professionals, so
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long as the services provided are commensurate with the licensed professional's training,
experience, and scope of practice.

Although the diagnosis of autism spectrum disorder is removed from the mental illness benefits
coverage parity provisions of G.S.58-3-220, the new G.S. 58-3-192 requires every health benefit plan
to provide coverage for the screening, diagnosis, and treatment of autism spectrum disorder, with the
exception of adaptive behavior treatment. in accordance with the standards set forth in the federal Paul
Wellston and Pete Domenici Mental Health Parity and Addiction Equality Act of 2008.

EFFECTIVE DATE: This act becomes effective January 1., 2016, and applies to insurance contracts
issued. renewed, or amended on or after that date.

* Former Staff Attorney Amy Jo Johnson substantially contributed to this summary.
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NC (TH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Wednesday, June 22, 2016
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 1048 Reduce Barriers to Improve NC Health Representative Lewis
& Safety. Representative Jackson
Representative Murphy

Representative Dobson
Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 4:55 PM on
Monday, June 20, 2016.

_ Principal Clerk
___Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






House Committee on Insurance
Wednesday, June 22, 2016, 1:00 PM
1228/1327 Legislative Building
Representative Bumgardner Presiding

AGENDA

Welcome and Opening Remarks

Introduction of Pages and Sergeants-at Arms

Bills
BILL NO. SHORT TITLE SPONSOR
HB 1048 Reduce Barriers to Improve NC Health Representative Lewis
& Safety. Representative Jackson
Representative Murphy
Representative Dobson
Presentations

Persons wishing to speak on HB 1048 may sign up with the Committee Assistant.

Other Business

Adjournment






House Committee on Insurance
Wednesday, June 22, 2016 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 1:00 PM on June 22, 2016, in Room 1228/1327 of
the Legislative Building. Representatives Boles, Brawley, Bumgardner, Burr, Collins, Conrad,
Dixon, Dollar, Earle, K. Hall, Hamilton, Hanes, Hastings, Horn, ller, Jackson, Langdon, Lucas,
Murphy, Pendleton, W. Richardson, Setzer, Shepard, Tine, and Warren attended.

Representative Dana Bumgardner, Chair, presided. A copy of the Visitor Registration Sheet is
attached as Exhibit 1. The agenda is attached as Exhibit 2.

The chair called the meeting to order and ‘introduced the Pages and Assistant Sergeants-at-Arms
serving the committee. Pages were: Nathan Graham from Moore County, sponsored by Rep.
Jamie Boles; and Fin Landi from Wake County, sponsored by Speaker Tim Moore. Assistant
Sergeant-at-Arms were: David Leighton, Warren Hawkins, Malachi McCullough, and Rex
Foster.

The following bill was considered: HB 1048 Reduce Barriers to Improve . ” Health &
Safety. (Representatives Lewis, Jackson, Murphy, Dobson) A copy of the bill is attached as
Exhibit 3. A copy of the bill summary, prepared by Kristen L. Harris, Committee Co-Counsel, is

attached as Exhibit 4.

Chairman Bumgardner announced that the meeting was for discussion of HB 1048 only, and he
recognized Representative Lewis to explain the bill. Representative Lewis deferred to co-
sponsors Dobson and Murphy to explain HB 1048.

Committee members questioned Representative Murphy and commented on the bill.
Representative Pendleton spoke in opposition to the bill.

Chairman Bumgardner opened up the meeting to public comment. and the following people
made comments in opposition to HB 1048: Mr. Nathan Babcock, who represented the NC
Chamber; Ms. Chris Evans, who represented Blue Cross/Blue Shield; Mr. Ben Twilley, who
represented Express Scripts; and Ms. Abby Stoddard, who represented Prime Therapeutics.

There was no one else presemt who wished to be heard, and the meeting adjourned at 1:40 p.m.
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House Committee on Insurance
Wednesday, June 22, 2016, 1:00 PM
1228/1327 Legislative Building
Representative Bumgardner Presiding

AGENDA

Welcome and Opening Remarks

Introduction of Pages and Sergeants-at Arms

Bills
BILL NO. SHORT TITLE SPONSOR
HB 1048 Reduce Barriers to Improve NC Health Representative Lewis
& Safety. Representative Jackson
Representative Murphy
Representative Dobson
Presentations

Persons wishing to speak on HB 1048 may sign up with the Committee Assistant.

Other Business

Adjournment

EXHIBIT 2
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EXHIBIT 3

GENERAL ASSEMBLY OF NOL..1 CAROLINA
SESSION 2015

HOUSE BILL 1048

Short Title:  Reduce Barriers to Improve NC Health & Safety. ic)

Sponsors: Representatives Lewis, Jackson, Murphy, and Dobson (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assemblv web site.

May 9, 2016

A BILL TO BE ENTITLED
AN ACT TO INCREASE ACCESS TO ABUSE-DETERRENT OPIOID ANALGESICS AND
TO ENSURE THE PROPER ADMINISTRATION OF STEP THERAPY PROTOC .S FOR
PRESCRIPTION DRUGS, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE
ON STEP THERAPY.
Whereas, opioid-related deaths have doubled in North Carolina between 1999 and
2013; and
Whe s, a 2013 National Survey on Drug Use and Health found that over 63% of all
people who abuse prescription drugs obtained the drugs from family and friends; and
Whereas, opioid abuse in North Carolina is a serious and severe problem that affects
the health, social, and economic welfare of this State; and
Whereas, abuse-deterrent opioid analgesics have been labelled a top priority by the
United States Food and Drug Administration; and
Whereas, patient access to abuse-deterrent opioid analgesics is-an important step in
addressing the opioid abuse epidemic; and
Whereas, health benefit plans are increasingly making use of step therapy = itocols
under which patients are required to try one or more prescription drugs before coverage is
provided for a drug selected by the patient's health care provider; and
Whereas, when step therapy protocols are based on well-developed scientific standards
and administered in a flexible inner that takes into account the individual needs of patients, the
protocols can play an important role in controlling health care costs; and
Whereas, in some cases, requiring a patient to follow a step therapy protocol may have
adverse and even dangerous consequences for the patient who may either not realize a benefit
from taking a prescription drug or may suffer harm from taking an inappropriate drug; and
Whereas, without uniform policies in the State for step therapy protocols, patients may
not receive the best and most appropriate treatment; and
Whereas, it is imperative that step therapy protocols preserve the health care provider's
right to make treatment decisions in the best interest of the patient; and
Whereas, the General Assembly declares it a matter of public interest that it quire
health benefit plans base step therapy protocols on appropriate clinical practice guidelines
developed by independent experts with knowledge of the condition or conditions under
consideration; that patients be exempt from step therapy protocols when inappropriate or
otherwise not in the best interest of the patients; and that patients have access to a fair, tran arent,
and independent process for requesting an exception to a step therapy protocol when appropriate;
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EXHIBIT 4

HOUSw oiLL 1048:
Reduce Barriers to Improve NC Hea 'h &

Safety.

2016-2017 General Assembly

Committee: House Insurance Date: June ! )
Introduced by: Reps. Lewis, Jackson, Murphy, Dobson Prepared by: Kristen L. Harris
Analvsis of: First Edition Committee Co-Counsel

SUMMARY: House Bill 1048 would require health benefit plans to treat abuse-deterrent and non-
abuse deterrent opioids the same in terms of prior authorization requirements and would prevent
plans from requiring a person to use a non-abuse deterrent opioid before authorizing the use of an
abuse-deterrent opioid. It would also require insurers utilizing step therapy to base their protocols
upon clinical review criteria and to make a step therapy override determination process available to
their patients and their patients' practitioners if coverage for a prescription drug is restricted for use
by the plan under the step therapy protocol.

BACKGROUND: Step therapy is a type of prior authorization requirement used in health benefit
plans. Step therapy requires the insured to try one or more prerequisite drugs that are ger ally less
costly before more costly medication will be covered.

BILL ANALYSIS:

Section 1 would require a health benefit plan that provides coverage for abuse-deterrent opioids to treat

. abuse-deterrent and non-abuse deterrent opioids the same in terms of prior authorizati  requirements.
Additionally, the health benefit plan would not be allowed to require a person to use a -abuse
deterrent opioid before authorizing the use of an abuse-deterrent opioid.

Section 2 would add a new Part 8 to Article 50 of Chapter 58 of the General Statues that wou address
the administration of step therapy protocols. A step therapy protocol would be defined as "a protocol or
program that establishes the specific sequence in which prescription drugs for a specified medical
condition are medically appropriate for a particular patient and are covered by an insurer or health plan.”
An insurer would be required to use written screening procedures, decision abstracts, clinical protocols,
and practice guideless to establish a step therapy protocol. These clinical review criteria would be based
on clinical practice guidelines that meet the following requirements:

e Recommend the drugs be taken in the specific sequence required by the step therapy
protocol.
o Are developed ar endorsed by an independent, multidisciplinary panel of experts not
affiliated with a health benefit plan or utilization review organization.
e Are based on high quality studies, research, and medical practice.
e Are created by an explicit and transparent process that:
o Minimizes biases and conflicts of interest;
o Explains the relationship between treatment options and outcomes;
o Rates the quality of the evidence supporting recommendations; and
o Considers relevant patient subgroups and preferences.
Are continually updated through a review of new evidence and research.
Division

[l
Karen Cochrane-Brown
Director
1048 -SMTU-=-289 1 -V 919-733-2578

This bill analysis ywas prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitnute an official statement of legislative intent.
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House Bill 1048
Page 2

House Bill 1048 would also require that the patient and prescribing practitioner have access to a step '
therapy override determination process. A health benefit plan or utilization review organization would

be able to use its existing medical exceptions process for this purpose. A step therapy override
determination request would be granted if any of the following apply:

e The required prescription drug is contraindicated or will likely cause an adverse reaction or
physical or mental harm to the patient.

e The required prescription drug is expected to be ineffective based on the known relevant
physical or mental characteristics of the patient and the known characteristics of the
prescription drug regimen.

e The patient has tried the required prescription drug while under their current or a previous
health insurance or health benefit plan or another prescription drug in the same
pharmacologic class or with the same mechanism of action and such prescription drug was
discontinued due to lack of efficacy or effectiveness, diminished effect, or an adverse event.

e The required prescription drug is not in the best interest of the patient, based on medical
appropriateness.

e The patient is stable on a prescription drug selected by their health care provider for the
medical condition under consideration.

House Bill 1048 would indicate that nothing will be construed to prevent a health benefit plan or
utilization review organization from requiring a patient to try an AB rated generic equivalent prior to
providing coverage for the equivalent branded prescription drug or a health care provider from
prescribing a prescription drug that is determined to be medically appropriate. .

EFFECTIVE DATE: This act becomes effective October 1, 2016, and applies to health benefit
contracts issued, renewed, or amended on or after that date.

*Staff Attorney Amy Jo Johnson substantially contributed to this summary.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 16

Short Title: ~ Repeal outdated reports.-AB (Public)

Sponsors: Representative Pendleton (Primary Sponsor).
For a complete list of Sponsors, refer to the North Carolina General Assembly Wet

Referred to:  Insurance.

January 29, 2015

A BILL TO BE ENTITLED
AN ACT TO REPEAL OUTDATED AND UNNECESSARY INSURANCE REPORTING

REQUIREMENTS, AS RECOMMENDED BY THE DEPARTMENT OF INSURANCE.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 58-2-165(b) reads as rewritten:

"(b)  The Commissioner may require statements under this seetions G- 32476 -~~~
and G.S. 58-2-190 to be filed in a format that can be read by electronic data processing
equipment, provided that this subsection does not apply to an audited financial statement
prepared by a certified public accountant that is submitted by a town or county mutual pursuant
to subsection (al) of this section."

SECTION 2. G.S. 58-2-170 is repealed.

SECTION 3. G.S. 58-3-191(a) and (bl) are repealed.

SECTION 4. G.S. 58-67-140(a)(7) is repealed.

SECTION S. G.S. 58-36-3(c) is repealed.

SECTION 6. G.S. 58-40-130(e) is repealed.

SECTION 7. G.S. 58-50-95 is repealed.

SECTION 8. This act is effective when it becomes law and applies to reports
otherwise required to be filed on or after July 1, 2015.
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Margie Penven (Rep. Dana Bumgardner)

I
QOm: Margaret Herring (Rep. Mitchell Setzer)
ent: Thursday, June 23, 2016 10:39 AM

To: Rep. David Lewis; Rep. Darren Jackson; Rep. Josh Dobson; Rep. Gregory Murphy

Cc: Grace Rogers (Rep. David Lewis); Angela McMillan (Rep. Darren Jackson); Julie Ryan
(Rep. Josh Dobson); Theresa Lopez (Rep. Gregory Murphy)

Subject: <NCGA> House Insurance Committee Meeting Notice for Tuesday, June 28, 2016 at
1:00 PM

Attachments: Add Meeting to Calendar_LINC_.ics

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEE ING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:
AY & DATE: Tuesday, June 28, 2016
IME: 1:00 PM

LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 1048 Reduce Barriers to Improve NC Health Representative Lewis
& Safety. Representative Jackson
Representative Murphy

Representative Dobson
Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 10:37 AM on
Thursday, June 23, 2016.

___ Principal Clerk
‘ Reading Clerk — House Chamber

Margaret Herring (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Tuesday, June 28, 2016
TIME: 1:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 1048  Reduce Barriers to Improve NC Health Representative Lewis
& Safety. Representative Jackson

Representative Murphy
Representative Dobson

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Cha

[ hereby certify this notice was filed by the committee assistant at the following offices at 10:37
AM on Thursday, June 23, 2016.

___ Principal Clerk
___Reading Clerk — House Chamber

Margaret Herring (Committee Assistant)






House Committee on Insurance
Tuesday, June 28, 2016, 1:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Remarks
Introduction of Pages

Bills
BILL NO. SHORT TITLE

HB 1048 Reduce Barriers to Improve NC Health
& Safety.

Presentations

Other Business

Adjournment

SPONSOR
Representative Lewis
Representative Jackson
Representative Murphy
Representative Dobson






House Committee on Insurance
Tuesday, June 28, 2016 at 1:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 1:00 PM on June 28, 2016 in Room 1228/1327 of the
Legislative Building. Representatives Boles. Bumgardner, Burr, Collins, Conrad, Dollar, Earle,
K. Hall, Hamilton, Hanes, Hastings, Horn, Iler, Jackson, Langdon, Lucas, Murphy, Pendleton,
W. Richardson, Setzer, Shepard, Tine, and Warren attended.

Chairman Mitchell S. Setzer, presided. He recognized the House Pages (Attachment I) and the
House Sergeants at Arms (Attachment II). In addition, he welcomed the visitors (Attachment
[1T).

The following bills were considered:

HB 1048 Reduce Barriers to Improve NC Health & Safety. (Representatives Lewis,
Jackson, Murphy, Dobson) (Attachments IV and V).

Representative David Lewis explained the bill. Chairman Setzer recognized Christine
Lassiter, National Arthritis Foundation for the bill and Gregg Thompson, State Director of
National Federation of Independent Business against the bill for statements.

After the committee had discussion, Representative David Lewis pulled the bill.

The meeting adjourned at 1:35 PM.

W (‘A/W/
Marg@ié{rring, Committee Clerk 7/

Presiding
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HOUSE BILL 1048:
Reduce Barriers to Improve NC Health &
Safety.

2016-2017 General Assembly

bommittee: House Insurance Date: June 28.7016
Introduced by: Reps. Lewis, Jackson, Murphy, Dobson Prepared by: Kristen . Harris
Analysis of: First Edition Committee Co-Counsel

SUMMARY: House Bill 1048 would require health benefit plans to treat abuse-deterrent and non-
abuse deterrent opioids the same in terms of prior authorization requirements and would prevent
plans from requiring a person to use a non-abuse deterrent opioid before authorizing the use of an
abuse-deterrent opioid. It would also require insurers utilizing step therapy to base their protocols
upon clinical review criteria and to make a step therapy override determination process available to
their patients and their patients' practitioners if coverage for a prescription drug is restricted for use
by the plan under the step therapy protocol.

BACKGROUND: Step therapy is a type of prior authorization requirement used in health benefit
plans. Step therapy requires the insured to try one or more prerequisite drugs that are genera / less
costly before more costly medication will be covered.

BILL ANALYSIS:

Section 1 would require a health benefit plan that provides coverage for abuse-deterrent opioids to treat

. abuse-deterrent and non-abuse deterrent opioids the same in terms of prior authorization requirements.

. Additionally, the health benefit plan would not be allowed to require a person to use a non-abuse
deterrent opioid before authorizing the use of an abuse-deterrent opioid.

Section 2 would add a new Part 8 to Article 50 of Chapter 58 of the General Statues that would address
the administration of step therapy protocols. A step therapy protocol would be defined as "a protocol or
program that establishes the specific sequence in which prescription drugs for a specified medical
condition are medically appropriate for a particular patient and are covered by an insurer or health plan."
An insurer would be required to use written screening procedures, decision abstracts, clinical protocols,
and practice guideless to establish a step therapy protocol. These clinical review criteria would be based
on clinical practice guidelines that meet the following requirements:

e Recommend the drugs be taken in the specific sequence required by the step therapy
protocol.
e Are developed and endorsed by an independent, multidisciplinary panel of experts not
affiliated with a health benefit plan or utilization review organization.
e Are based on high quality studies, research, and medical practice.
e Are created by an explicit and transparent process that:
o Minimizes biases and conflicts of interest:
o Explains the relationship between treatment options and outcomes;
o Rates the quality of the evidence supporting recommendations; and
o Considers relevant patient subgroups and preferences.
Are continually updated through a review of new evidence and research.

I
aren Cochrane-Brown Legislative Analysis
Director Division
H 1048 -sSMTU-2829 E 1 -V - 6 919-733-2578

This bill analysis was prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent.
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House Bill 1048 would also require that the patient and prescribing practitioner have access to a step
therapy override determination process. A health benefit plan or utilization review organization would
be able to use its existing medical exceptions process for this purpose. A step therapy override
determination request would be granted if any of the following apply:

The required prescription drug is contraindicated or will likely cause an adverse reaction or
physical or mental harm to the patient.

The required prescription drug is expected to be ineffective based on the known relevant
physical or mental characteristics of the patient and the known characteristics of the
prescription drug regimen.

The patient has tried the required prescription drug while under their current or a previous
health insurance or health benefit plan or another prescription drug in the same
pharmacologic class or with the same mechanism of action and such prescription drug was
discontinued due to lack of efficacy or effectiveness, diminished effect, or an adverse event.
The required prescription drug is not in the best interest of the patient, based on medical
appropriateness.

The patient is stable on a prescription drug selected by their health care provider for the
medical condition under consideration.

House Bill 1048 would indicate that nothing will be construed to prevent a health benefit plan or
utilization review organization from requiring a patient to try an AB rated generic equivalent prior to
providing coverage for the equivalent branded prescription drug or a health care provider from
prescribing a prescription drug that is determined to be medically appropriate.

EFFECTIVE DATE: This act becomes effective October 1. 2016, and applies to health benefit
contracts issued. renewed, or amended on or after that date.

*Staff Attorney Amy Jo Johnson substantially contributed to this summary.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 1048

Short Title:  Reduce Barriers to Improve NC Health & Safety. (Public)

Sponsors: Representatives Lewis, Jackson, Murphy, and Dobson (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to:  Insurance

May 9. 2016

A BILL TO BE ENTITLED
AN ACT TO INCREASE ACCESS TO ABUSE-DETERRENT OPIOID ANALGESICS AND
TO ENSURE THE PROPER ADMINISTRATION OF STEP THERAPY PROTOCOLS FOR
PRESCRIPTION DRUGS, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE
ON STEP THERAPY.
Whereas, opioid-related deaths have doubled in North Carolina between 1999 and
2013; and
Whereas, a 2013 National Survey on Drug Use and Health found that over 63% of all
people who abuse prescription drugs obtained the drugs from family and friends; and
Whereas, opioid abuse in North Carolina is a serious and severe problem that affects
the health, social, and economic welfare of this State: and
Whereas, abuse-deterrent opioid analgesics have been labelled a top priority by the
United States Food and Drug Administration; and
Whereas, patient access to abuse-deterrent opioid analgesics is an important step in
addressing the opioid abuse epidemic; and
Whereas, health benefit plans are increasingly making use of step therapy protocols
under which patients are required to try one or more prescription drugs before coverage is
provided for a drug selected by the patient's health care provider; and
Whereas, when step therapy protocols are based on well-developed scientific standards
and administered in a flexible manner that takes into account the individual needs of patients, the
protocols can play an important role in controlling health care costs:; and
Whereas, in some cases, requiring a patient to follow a step therapy protocol may have
adverse and even dangerous consequences for the patient who may either not realize a benefit
from taking a prescription drug or may suffer harm from taking an inappropriate drug; and
Whereas, without uniform policies in the State for step therapy protocols, patients may
not receive the best and most appropriate treatment; and
Whereas, it is imperative that step therapy protocols preserve the health care provider's
right to make treatment decisions in the best interest of the patient; and
Whereas, the General Assembly declares it a matter of public interest that it require
health benefit plans base step therapy protocols on appropriate clinical practice guidelines
developed by independent experts with knowledge of the condition or conditions under
consideration; that patients be exempt from step therapy protocols when inappropriate or
otherwise not in the best interest of the patients; and that patients have access to a fair, transparent,
and independent process for requesting an exception to a step therapy protocol when appropriate;
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Corrected #2: Time change again

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMIT1T E MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:
DAY & DATE: Wednesday, June 29, 2016

TIME: 15 Minutes After Rules Committee

LOCATION:  1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
SB 865 State Health Plan/Admin Senator Sanderson
Changes/Local Govts.

Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

[ hereby certify this notice was filed by the committee assistant at the following offices at 11:39 AM on
Thursday, July 07, 2016.

____Principal Clerk
__Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






Corrected #1: Note change of time

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMI . £E MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Wednesday, June 29, 2016
TIME: 4:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:
BILL NO. SHORT TITLE SPONSOR
SB 865 State Health Plan/Admin Senator Sanderson
Changes/Local Govts.
Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

1 hereby certify this notice was filed by the committee assistant at the following offices at 11:19 AM on
Wednesday, June 29, 2016.

___ Principal Clerk
___Reading Clerk — House Chamber

Margie Penven (Committee Assistant)






NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NG . :FICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Insurance will meet as follows:

DAY & DATE: Wednesday, June 29, 2016
TIME: 12:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:
BILL NO. SHORT TITLE SPONSOR
SB 865 State Health Plan/Admin Senator Sanderson
Changes/Local Govts.
Respectfully,

Representative Dana Bumgardner, Co-Chair
Representative Mitchell S. Setzer, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 1:35 PM on
Tuesday, June 28, 2016.

___ Principal Clerk
Reading Clerk — House Chamber

Margie Penven (Committee Assistant)
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AGENDA

Welcome and Opening Remarks

Introduction of Pages and Sergeants-at-Arms

Bills
BILL NO. SHORT TITLE SPONSOR
SB 865 State Health Plan/Admin Senator Sanderson
Changes/Local Govts.
Presentations

Other Business

Adjournment






House Committee on Insurance
Wednesday, June 29, 2016 at 4:45 p.m.
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Insurance met at 4:45 p.m. on June 29, 2016, in Room 1228/1327 of
the Legislative Building. Representatives Arp, Boles, Bumgardner, Burr, Collins, Dixon,
Dobson, C. Graham, K. Hall, Hanes, Hastings, Howard, Iler, Lucas, McElraft, Murphy,
Pendleton, Setzer, Tine, Warren, and Wray attended.

Representative Dana Bumgardner, Chair, presided. A copy of the Visitor Registration is attached
as Exhibit 1. The Agenda is attached as Exhibit 2.

The chair called the meeting to order and introduced the Assistant Sergeants-at-Arms serving the
committee. They were: David Leighton, Jim Moran, and Russell Salisbury.

The following bill was considered:

SB 865 State Health Plan/Admin Changes/Local Govts. (Senator Sanderson). A copy of SB
865 is attached as Exhibit 3. Chairman Bumgardner said there was a proposed committee
substitute for Senate Bill 865, and without objection, the substitute bill was placed before the
committee for consideration. A copy of the committee substitute for Senate Bill 865 is attached
at Exhibit 4.

The chair recognized Senator Sanderson to explain his bill, and he deferred to committee staff.
Kristen Harris explained the committee substitute for Senate Bill 865, and a copy of the bill
summary is attached as Exhibit 5.

There was committee discussion of the bill, and David Vanderweide from Fiscal Research
Division was on hand to answer questions.

Following discussion, Representative Setzer moved for an unfavorable report as to the original
bill, favorable as to the committee substitute bill, with a serial referral to Rules (with a
recommendation to strike the serial referral). The motion carried. A copy of the committee report
is attached as Exhibit 6.

The meeting adjourned at 5:00 p.m.
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Represéntative Dana~dumsardner, Chair Margie Pen¢en, Committee Clerk
Presiding
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General Assembly Of North Carolina Session 2015

"Health benefit plan" does not mean any plan consisting of one or more of any
combination of benefits described in G.S. 58-68-25(b).

"

SEC . _.ON 6. Section | of this act becomes effective January 1, 2017, and aonlies to
premiums paid on or after that date. The remainder of this act is effective when it becomes w.
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Exhibit 5

SENATE BILL 865:
State Health Plan/Admin Changes/Local Govts.

2016-2017 General Assemblv

Committee: House Insurance Date: June 29, 2016

Introduced by: Sen. Sanderson Prepared by: Kristen L. Harris

Analysis of: PCS to Second Edition Jason Moran-Bates
S865-CSTU-30 Committee Co-Counsel

SUMMARY: The Proposed Committee Substitute to Senate Bill 865 makes several changes to the
statutes governing the State Health Plan for Teachers and State Employees. The changes in each
section are described below.

BILL ANALYSIS:
Sect*~~ '~ Amends G.S. 135-48.1 to add definitions for "Claims Data Feed" and "Claim Payment Data."

Section 2: Amends G.S. 135-48.10(a) to clarify that Claims Payment Data and materials derived from
Claims Payment Data are confidential and exempt from the provisions of Chapter 132 of the General
Statutes.

Section 3: Amends G.S. 135-48.32 to require claims processors to provide the Claims Data Feed and all
available claims data elements, including the identification of providers and the allowed amounts paid,
to the Plan. Claims Processors are allowed to withhold information that reflects rates negotiated with or

. agreed to by a third party, so long as sufficient documentation to support the payment of claims is
provided. Section 3 makes any section of a contract between a Claims Processor and medical provider,
subcontractor, or third party void and unenforceable to the extent that it prohibits or prevents the Claims
Processor from disclosing the required Claims Payment Data. The Plan may only use the Claims
Payment Data for purposes of administering the Plan in accordance with G.S. 135-48.2 and the
provisions of this Article. It may not use the Claims Payment Data to negotiate rates, fee schedules, or
master charges with any medical provider, or if disclosure would compromise the proprietary nature of
the Claims Payment Data, its status as a trade secret, or misappropriate the Claims Payment Data. The
Plan may disclose Claims Payment Data to a third party to use on the Plan's behalf only if it first gets
permission to do so from the Claim Processor and enters into a contract with the third party preventing
the third party from disclosing the Claims Payment Data. Finally, Section 3 exempts a Claims Processor
who discloses Claims Payment Data in accordance with this section from civil liability or equitable
relief.

Section 4: Amends G.S. 135-48.47(b) to prohibit local government units that participate in the Plan from
charging employees more for their coverage than allowed under the structure set by the Plan. It also
prohibits local governments from charging premiums for employees' dependents which are greater than
those set by the Plan.

Section 5.(a).: Amends G.S. 135-47(c) to increase the enrollment limitation on the number of employees
and dependents of local governments from 10,000 to 16,000. £-~~+~~ 5.(b). sets forth a schedule for this
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Section 6: Amends G.S. 135-48.17 to allow local governments to withdraw from the Plan effective
January 1, 2017, so long as notice is given to the Plan no later than September 15, 2016.

Section 7: Adds a new Part to Article 3B of Chapter 135 of the General Statutes to clarify that the Plan
is responsible for federal filing requirements under sections 6055 and 6056 of the Internal Revenue
Code for retirees and direct bill members, but employing units are responsible for those filings for all
other individuals. The Plan shall provide employing units with access to the necessary data and may
facilitate a reporting solution, but the employing unit is responsible for paying all costs of that solution.
For 2015, the Plan provided and paid for a solution for all employing units. The filing requirements
relate to the “individual mandate” and “employer mandate™ under the federal Affordable Care Act.

Cantion 8: Amends G.S. 58-3-167(a)(1) to clarify that a "Health benefit plan" does not include any plan
implemented or administered by the State Health Plan for Teachers and State Employees.

EFFECTIVE DATE: Section 4 becomes effective on January I, 2017, and applies to premiums paid
on or after that date. The remainder of the act becomes effective when it becomes law and applies to
contracts entered into on or after that date.

David Vanderweide of the Fiscal Research Division substantially contributed to this summary.






















