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Senate Committee on Appropriations on General Government and Informati
Technology
Wednesday, February 11, 2015 at 8:30 AM
Legislative Building Room 1425

MINUTES

The Senate Committee on Appropriations on General Government and Information Tech Hlogy
met at 8:30 AM on February 11,2015 in Room LB 1425. Thirteen members were preser  Lisa
Hollowell, Daniel Sater, and Cara Bridges were present representing staff.

Senator Jim Davis presided. Kaye Culberson was the Committee Clerk. Kathy Voss was also
present.

Senator Davis thanked the Page (Attachment #1) and Sergeants-at-Arms (Attachment #2) and
welcomed visitors (Attachment #3).

Lisa Hollowell, Fiscal Research Division, gave an overview of the NC Department of Insurance
(DOI). She reviewed DOI’s statutory authority, mission and responsibilities, budget, revenues
(Attachment #4), and responded to questions from members

Commissioner Wayne Goodwin, DOI, introduced his team and yielded his time to Ben Popkin,
Senior Health Policy Counsel, DOI. Mr. Popkin reviewed captive insurance legislation, the
Affordable Care Act and its interface with DOI, the Volunteer Safety Workers’ Compensation
Fund, and the Office of State Fire Marshall grants and funds (Attachments #5, #6, #7).
Commissioner Goodwin, Mr. Popkin, and Rebecca Shigley responded to questions fr
members.

Carol Shaw, NC General Assembly Program Evaluation Division (PED), presented the Final
Report to the Joint Legislative Program Evaluation Oversight Committee, “Licensing Processing
Fees Are Inequitable; Permit DOI Vendor to Charge Different Processing Fees Based on Effort
and Cost” (Attachments #8, #9 and #10), and responded to questions from members.

The meeting was adjourned at 9:52 AM.

\m{/g

r JimPavis
ding







Principal Clerk
Reading Clerk

SENATE
NOTICE OF JOINT COMMITTEE MEETING
AND
BILL SPONSOR NOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROOM

Wednesday February 11, 2015 8:30 AM LB 1425

This is a Joint Meeting and will be chaired by Sen. Jim Davis.

There will be a presentation by the DOI during this meeting.

Senator Jim Davis, Co-Chair
Senator Norman W. Sanderson, Co-Chair






Joint Appropriations Comir :tee for General Government
February 11, 2015, Meeting Room 1425LB, 8:30AM

Co-chairs —

Representative George Cleveland
Senator James Davis
Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome and Comments

Department of Insurance Overview

Department of Insurance
Information Requested

Study of Licensure Fees

Sen. Jim Davis, presiding

Lisa Hollowell, FK,

Commissioner Wayne Goodwin
NC Department of Insurance

Ben Popkin, Senior Health Policy Counsel
1 Z Department of Insurance

Carol Shaw, PED

**Next Meeting February 17, 2015, 8:30AM

Topic — NC Dept. of Secretary of State

Fiscal Research Division 02/11/2015
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Additional Information Requested

SL 2013-360 PED/STUDY LICENSURE FEES

Directed a review the licensure fees for occupations regulated by the
Department of Insurance which are not directly associated with the insurance
industry.

...applicant's actual expenditure for licensure. excluding education. training. and
certification costs.

...advantages and disadvantages of the Department of Insurance using a vendor to
process applications for licensure and renewals.

...appropriate licensure fees an applicant should be assessed if the Department of
Insurance determines the use of a vendor is the most cost-efficient method for licensing
applicants.

...appropriate method for reimbursing a vendor of an amount greater than the licensure
fees authorized by Chapter 58 of the General Statutes.

... redundancy exists with a vendor and the Department of Insurance in processing
applications for licensure or renewal. ... Any other issues PED discovers

DVISION 0 February 11,2015

Questions?

o

FiSCAL RESEARCH DIVISION 0 February 11,2015
N ey ad s ool | Gt Eyerntini N 3
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ATTACHMENT #5

Joint Appropriations Committee on
General Governi 1ent

Presented by:
Ben Popkin
Director of Government Affairs

Fiscal & Legislative Topics

* Captive Insurance Legislation
» Affordable Care Act

* Volunteer Safety Workers’
Compensation Fund

* Office of State Fire Marshal

* @Grants and Funds

02/10/2015



Captive Insurance — Action

* Offers alternative to traditional
insurance market for businesses
to manage risk

* S.L.2013-116 “The North Carolina
Captive Insurance Act”

* Funding
— FY 2013-14: $246,053
— FY 2014-15: $338,551

Captive Insurance - Results

* Began Oct. 2013, by Dec. 2013

— 4 Captive Insurance Co’s licensed
— §26,214 premium taxes collected

* Calendar Year 2014
— 52 Captive Ins. Co’s licensed (total)

-~ §571,000 premium tax collected

* (estimate — taxes due by March 1,
2015)

* 1 new licensee already this year

02/10/2015




Affordable Care Act

* DOl enforces all applicable State laws
on insurance companies and the
insurance products they provide,
including coverage subject to ACA,
including:

— Compliance with Essential Health Benefits
— Actuarial value of products

— Cost-sharing limitations

— Compliance with rating rules

Affordable Care Act

* DOI Consumer and producer

responsibilities:

— Educate and assist consumers with ACA
related issues

— License insurance professionals selling
ACA products

— Perform market regulation exams to
assure insurer compliance with
applicable State and federal standards

02/10/2015



Affordable Care Act

Overall impact on DOI

* Even under full Federally Facilitated
Marketplace (FFM) DOI continues its
State-defined role overseeing the State
insurance market

* ACA has created additional work volume
and complexity associated with
regulation of insurance activities and
provision of consumer assistance to all in
the State market

— From a few plans per filing pre-ACA to over
100 plans per filing post-ACA

Volunteer Safety Workers’
Compensation Fund

Provides Workers’” Compensation benefits to
emergency first responders

* 42,800 emergency first responders in
1,100 non-municipal fire departments,
rescue squads and EMS units

— (majority volunteers)

* Followed PED Report 2014-01

recommendations

— Includes:

* Increasing member premiums to meet future
financial obligations

Enhance cost-containment efforts by VSWCF
Board monitoring data collection and tracking

*  Modify DOl actuarial responsibilities
*  Clarify fund eligibility requirements, etc.

02/10/2015




Office of State Fire Marshal

Current Fund/Grant Balances

Rescue Relief Fund

— $992,865.09 distributed January 2015

— ($0.00 current balance)
Firefighter Relief Funds

— $4,191,808.36

— (to be distributed in July/Aug 2015)
Volunteer Fire Department Fund
— $8,745,314.93 (current)
Volunteer Rescue/EMS Fund

— $620,670.90 (current)

Contact Us:

NC Department of Insurance

Consumer Helpline: 1-800-546-5664
Agent Services: 919-807-6800
Website: www.ncdoi.com

B iy o

Office of State Fire Marshal
Phone: 919-661-5880
Website: www.ncdoi.com/osfm

02/10/2015
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Financials
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STATE OF NORTH CAROLINA
VOLUNTEER SAFETY WORKERS' COMPENSATION FUND

BALANCE SHEET

September 30, 2014 and 2013
(Unaudited)

Sep-14 Sep-13
Assets
Cash $ 8,076,732 3 4,007,755
Investments 12,107,203 11,307,301
Premium receivable 5,790 5,310
Accrued investment income 1,261 910
Other assets 815,719 645,699
Total Assets 3 21,008 7NR 3 15,966,976
Lizhilities and Reteir=- Farnings
Liabilities:
Reserve for unpaid claims and claim
adjustment expenses $ 22,668,705 $ 19,306,493
Uneamed revenue (advance premium) 4,493,781 3,618,603
Other accrued expenses and other liabilities 16,008 8,299
Total Liabilities $ 27,178,494 $ 22,933,395
Retained Earnings (6,171,789) 1A 966,419)
Total Liabilities and Retained Earnings 3 21,006 705 3 15,966,976
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WORKERS COMPENSATION

North Carolina Volunteer Safety
Workers’ Compensation Fund
Board Meeting
November 17, 2014

Financial Statement Highlights
Assets

1. Cash has increased by $4.1M because of increases in funding from the State of North
Carolina and increases in the base premium rates.

2. Investments for this year were $800k higher than last year due to interest on long-term
investments and adjustments to the fair market value of investments.

3. Other Assets are $170k higher than last year mainly because of outstanding excess
reinsurance reimbursements, the excess carrier usually pays the balance quarterly.

1. Reserves are $3.3M higher than last year due to increases in case reserves of $5.6M, of .
which $1.6M is ceded to reinsurance, and an decrease in IBNR of $512k.

2. Unearned revenue is $875k higher than last year because of increase in base premium
rates.

Revenues and Expenses

1. The negative $4,982 State of North Carolina Funding amount was due to a return of the
. tax revenue in August due to the amount of refunds processed in July.

2. Member Contributions Earned is up by $301k again due to the increase in the base
premium rates. ’

3. Interest Income is $125k higher this year because the long-term investment balance is

higher than last year.

Claims paid are only $145k higher than the prior year.

5. Change in reserve during the year is $393k higher than the prior year indicating that the
increase in the reserve liability was recorded during the last three quarters of the prior
year.

»
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VSWCF Board Meeting
November 17, 2014
Agenda

L. Opening comments, Chairman
¢ Introductions

II. Old Business
e Review Minutes

1I11. Financials
¢ Review Financials

IV.  Claims
e PED Reporting Requirements
¢ (Claim Status Reports

V. Loss Control

VI. New Business

20f72



Minutes
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VSWCF Board Meeting Minutes

August 18, 2014

In attendance: Cloyce Anders, Chairman/VSWCF
Gordon Joyner/VSWCF
Tim Bradley/VSWCF
Richard Trexler/VSWCF
Jerry Brooks/VSWCF
Bryan Cox/VSWCF
Joel Faircloth/VSWCF
Jerry Bradshaw/VSWCF
Robert Poe/VSWCF
Wayne Bailey/OSFM
Becky Karr/Key Risk/Chief Operating Officer & Chief Financial Officer
Bryan Helton/Key Risk/Financial Analyst
Hugh Bennett/Key Risk/Senior Claims Representative
Suzanne McAuliffe/Key Risk Management/Assistant VP ARS Claims
Faye Rabun/Key Risk Management/CPC Operations Manager
Joe Abriola/Key Risk Management/Senior VP Claims

The meeting was held in Greensboro, North Carolina, at the Key Risk Management Services, LLC
Headquarters on Monday, August 18, 2014. The meeting was called to order at 10:05 A. M. by
Chairman, Cloyce Anders.

MMSC by Gordon Joyner and Jerry Brooks to accept the minutes from the May 12, 2014
meeting,

Becky Karr of Key Risk introduced Key Risk personnel in attendance.

Bryan Helton covered current financials and noted 2013/14 was a strong financial year. It was
noted that 50% of outstanding money owed was in 10 claims. Part of the revenue over
expenses noted in financials was due to increase in state funding.

Hugh Bennett covered claims. Discussion of letter from attorney from Mt. View and was
directed to take no action at this time.

ss Control report by Mike Hill. MMSC by Tim Bradley and Jerry Brooks, to develop policy of
non-renewal for non-response to inquiry by Loss Control and approved adding contract
personnel to conduct Loss Control Inspections after January, 2015. Directed staff to develop
goals for Loss Control by end of year.
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VSWCF Board Meeting Minutes

Augu: 18, 2014

Bryan Helton discussed the possibility of additional cost to accomplish Pl s Study
requirements.

Next meeting will be December 15, 2014 and the meeting dates for 2015 are as follows.
March 16, 2015
June 15, 2015

September 21, 2015
December 21, 2015

Being no further business, the meeting was adjourned at 12:30 P. M.
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STATE OF RTH CAROLINA
VOLUNTEER SAFETY WORKERS' COMPENSATION FUND

BALANCE SHEET

September 30, 2014 and 2013
(Unaudited)

Sep-14 Sep-1? —
Assets
Cash $ 8,076,732 $ 4,007,755
Investments 12,107,203 1,307,301
Premium receivable 5,790 5,310
Accrued investment income 1,261 : 910
Other assets 85719 645,699
Total Assets $ 21 006,7°% ¢ 15,966,97=
Liabilities -~~~ P~*~*1ed E""‘“g
Liabilities:
Reserve for unpaid claims and claim
adjustment expenses $ 22,668,705 $ 19,306,493
Uneamed revenue (advance premium) 4,493,781 3,618,603
Other accrued expenses and other liabilities 16,008 8,299
Total Liabilities $ 27,178,494 $ 22,933,395
Retained Earnings 6,171 72 (6,966 1™
Total Liabilities and Retained Earnings $ 21,00= "= $ 18 nec o7e
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STATE OF NORTH CAROLIM
VOLUNTEER SAFETY WORKERS' COMPENSATION FUND

STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN RETAINED EARNINGS

For The Three Months Ended September 30, 2014 and 2013
(Unaudited)

Sep-14 Sep-13
Revenues:
Program revenue:
State of North Carolina funding $ (4,982) 3 -
Member contributions earned 1,513,027 _ 1,211,267
Net program revenues $ 1,508,046 > 1,211,260
Interest Income 221,391 96,671
Total revenues 3 1,729,436 $ 1,307,937
Expenses:
Claims and claim adjustment expenses
Claims and claim adjustment expenses paid, net $ 1,677,651 $ 1,533,047 .
Change in reserve for unpaid claims and 1,118 318 7R 24R
claim adjustment expenses
$ 2,795,966 $ 2,258,393
Operating expenses:
Administrator's fees $ 131,276 $ 129,284
Agent commissions 64,554 36,254
Audit and Actuarial expenses - 3,500
Other 388 2,700
$ 196,218 $ 171,737
Total expenses $ 2,992,184 $ 2,430,130
Excess of revenues over expenses $ (1,262,748) $ (1,122,193)
Transfer to the General Fund - -
(Decrease) Increase in Fund Assets
Retained eamings at beginning of period (4,0na N4 (5,844,227)
Retained eamings at end of period $ 6,171,1089) > (6,966,419)
Loss Ratio 185% 186%
Expense Ratio 13% 14%
Combined Ratio 198% 201%
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WORKERS COMPENSATION

North Carolina Volunteer Safety
Workers’ Cor »ensation Fund
Board Meeting
November 17, 2014

Financial Statement Highlights

Assets

1.

Cash has increased by $4.1M because of increases in funding from the State of North
Carolina and increases in the base premium rates.

2. Investments for this year were $800k higher than last year due to interest on long-term
investments and adjustments to the fair market vailue of investments.
3. Other Assets are $170k higher than last year mainly because of outstanding excess
reinsurance reimbursements, the excess carrier usually pays the balance quarterly.
Liabilities
1. Reserves are $3.3M higher than last year due to increases in case reserves of $5.6M, of
which $1.6M is ceded to reinsurance, and an decrease in IBNR of $512k.
2. Unearned revenue is $875k higher than last year because of increase in base premium
rates.
Reven -~ —- d e
1. The negative $4,982 State of North Carolina Funding amount was due to a return of the
tax revenue in August due to the amount of refunds processed in July.
2. Member Contributions Earned is up by $301k again due to the increase in the base
premium rates.
3. Interest Income is $125k higher this year because the long-term investment balance is
higher than last year.
4. Claims paid are only $145k higher than the prior year.
5. Change in reserve during the year is $393k higher than the prior year indicating that the

increase in the reserve liability was recorded during the last three quarters of the prior
year.
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Claims Analysis

Since inception of the Fund, incurred claims total nearly $113M (excluding excess reinsurance).
Currently, there are 347 open claims with total outstanding case reserves of $19.3M. Listed below are
the top 10 open claims by total incurred value as of 9/30/2014. The total reserves of these claims
represent 60% of the total outstanding reserves.

Accident  Paid-to- Total
Claim # Employer Name Date Date Reserves Recoveries Incurred
9122311 Rockwell Rural Fire Dept. ** 9/26/2012 $1,014,307 $2,821,772 S0 $3,836,079
2112998 West End Volunteer Fire Dept. 2/22/2011 $1,733,657 $2,098,562 S0 $3,832,219
1105192 Queheel Volunteer Fire Dept. 1/15/2010  $980,691 $1,472,955 SO $2,453,646
3093112 Trap Fire Dept. 3/2/2009 $1,068,627 $1,326,282 $10,000 $2,384,910
1070993 Shoals Volunteer Fire Dept. 1/27/2007 $1,075,286 $1,168,458 S0 $2,243,744
12112303 Julian Volunteer Fire Dept. ** 12/16/2011 $502,943 $677,031 S0 $1,179,973
9088898 Laure! Hill Fire Dept. 9/18/2008  $868,059 $459,125  $250,000 $1,077,184
11078635 Jonas Ridge Volunteer Fire Dept. 11/3/2007  $249,833 $612,009 SO $861,842
9044517 Sand Hill Volunteer Fire Dept. 9/20/2004  $666,129 $160,402 SO $826,530
5111842 Denver Volunteer Fire Dept., Inc. 5/21/2011 $81,462 $714,623 S0 $796,085

** These claims are not covered under an excess reinsurance policy.

As shown in the chart below, the trend in the number of claims reported has been steadily declining.
Indemnity and Medical claims reported in 2014 are at 53% of what was reported in 2007, and 77% of
2013.

i300
250
200 -+
M Indemnity
130 - m Medical Only
% Total
100 +
50 -
2007 2008 2009 2010 2011 2C 2013 2014
Through Three Months
Indemnity 54 53 42 41 41 38 42 33
Medical Only 227 182 201 198 190 178 152 116
Total . 281 235 243 239 231 216 194 149
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VSWCF CLAIM STATUS REPORTS
OPEN CLAIMS WITH A( ANGE IN INCURRED VALUE
OF $75,000 OR GREATER SINCE 6/30/2014
VALUED AS OF 9/30/2014

Claim Date of Total incurred Change in
Number Employer Injury Value Inct-—--
2112998 West End Volunteer Fire Dept. 2/22/2011 $3,832,219 $1,575,147
11078635 Jonas Ridge Volunteer Fire Dept. 11/3/2007 $861,842 $512,854
12112303 Julian Volunteer Fire Dept. 12/16/2011 $1,179,973 $466,272
6135782 Newton-Conover Rescue Squad, Inc. 5/2/2013 $470,629 $370,
12106456 Midway Fire & Rescue, Inc. 12/11/2010 $214,586 $177,629
6115124 Shiloh Columbia Volunteer Fire 6/22/2011 $274,277 $158,960
10122714 Leland Volunteer Fire/Rescue 9/29/2012 $237,521 $141,176
9122460 Arba Rural Fire Association, Inc. 9/20/2012 $209,548 $120,871
4142528 Woodleaf Volunteer Fire Dept. 4/5/2014 $150,813 $83,560
5146925 Rutherford County Life Saving 4/10/2014 $95,702 $82,066
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VSWCF CLAIM STATUS REPORTS
NEW CLAIMS SINCE 6/30/2014 WITH AN
INCURRED VALUE OF $25,000 OR GREATER
VALUED AS OF 9/30/2014

Claim Date of Total Incurred
Number Employer Injury Value
7142745 Skyland Fire-Rescue 7/30/2014 $67,080
7140783 Hubert Volunteer Fire Dept. 7/17/2014 $58,279
8148104 Easter Wake Fire-Rescue Dept., Inc. 8/26/2014 $52,268
9141037 Garner Volunteer Fire Rescue, Inc. 9/8/2014 $48,968
7148887 Fire District No. 28, Inc. 7/8/2014 $47,733
7141812 Enka-Candler Fire & Rescue Dept., Inc. 7/22/2014 $38,208
9143221 Franklintor ire Dept., Inc. 9/23/2014 $31,770
7149452 Newton Grove Fire and Rescue 6/20/2014 $28,911
9143502 Falkland Rescue & EMS 8/17/2014 $25,465
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Claim
Number
7023674
1070993
2112998
9088898

12131304 Cleveland Community Volunteer Fire Dept.

1105192
3093112
8126425
2088234
4059893
9090352
2143384
3115398

VSWCF CLAIM STATUS REPORTS

OPEN CLAIMS CURRENTLY IN LITIGATION

VALUED AS OF 9/30/2014

Employer
Hubert Volunteer Fire Dept.

Shoals Volunteer Fire District, Inc.
West End Volunteer Fire Dept.
Laurel Hill Fire Dept.

Queheel Volunteer Fire Dept.
Trap Fire Dept.

Surf City Volunteer Fire Dept., Inc.
Oak Grove Volunteer Fire Dept.
Dysartsville Volunteer Fire Dept.
Crooked Creek Fire Dept.

Dallas Township Rescue Squad

St. James Fire Dept., Inc.

11078635 Jonas Ridge Volunteer Fire Dept.
12107716 Hugh'S Pond Volunteer Fire Dept.

1123621
5091634
9122311
4117607
4134824
5128584
5128093
1148799
3147979
5111842
8145250

Fraud

There are currently no suspected or reported cases of fraud on open claims.

Evans Crossroads Volunteer Fire Dept.
Woodfin Volunteer Fire Dept.
Rockwell Rural Fire Dept.

Tar Heel Volunteer Fire Dept.

Bailey Green Hornet Volunteer Fire Dept.

Fair Bluff Fire Dept. & Rescue Squad
Denver Volunteer Fire Dept., Inc.
Eastern Wake EMS

Garner Volunteer Fire Rescue, Inc.
Denver Volunteer Fire Dept., Inc.
Wake Forest Fire Department,

50f72

Accident
Date
07/17/2001
01/27/2007
02/22/2011
09/18/2008
10/14/2013
01/15/2010
03/02/2009
07/30/2012
10/31/2007
04/03/2005
09/18/2009
02/14/2014
03/18/2011
11/03/2007
12/28/2010
01/08/2012
05/04/2009
09/26/2012
04/07/2011
03/28/2013
05/12/2012
05/08/2012
01/20/2014
03/12/2014
05/21/2011
07/26/2014

Net Ir~-red

$723,573
$2,243,744
$3,832,219
$1,077,184
$66,000
$2,453,646
$2,384,910
$64,869
$793,184
$121,737
$512,267
$17,158
$368,069
$861,842
$477,547
$308,645
$452,646
$3,836,079
$388,751
$95,153
$403,705
$98,408
$98,798
$21,750
$796,085
$5,962

I L

$42,665
$27,859
$14,782
$11,825
$11,718
$10,303
$9,625
$9,123
$8,928
$8,314
$4,985
$4,915
$4,694
$4,026
$3,715
$2,809
$2,396
$1,727
$1,535
$1,016
$595
S0

S0

S0

S0



VSWCF CLAIM REPORTS
MINIMUM WEEKLY COMPENSATION CLAIMS
VALUED AS OF 9/30/2014

As of 9/30/2014 there are 68 indemnity claims involving volunteers where the minimum weekly
compensation provision, as outlined in NCGS 97-2(5), would apply. The Fund has paid a total of
$2,737,572 in indemnity payments on these claims since the date of accident. Based on the information
provided by the claimant, the difference between the total indemnity payments and the estimated wages
from the claimant’s paid occupations for the same time period is $24,707 less than what the claimant'’s
would receive from their paid occupations. It should be noted that the estimates of wages are not
complete as we have had instances of claimants, their attorney, or their legal guardians refusing to
provide wage information. Also, as you will see in the details that follow, 23 of the claimants are
unemployed, students, or retirees who have received $1,465,810. There are 19 claimants who have
returned to their regular paid occupation with a total indemnity compensation paid of $246,526 during the
lifa nf tha r~laim

Weekly Comp Paid to
t ident Date parti Comp Rate Date

9/20/2004 Sand Hill Volunteer Fire Dept.
viowor verniuie rolled over.
Weeks of Comp Pay: 415
Returned to Paid Occupation?: No

Paid Occupation: CNA at Lenoir Memorial Hospital N/A N/A

Claim Indemnity: 458.69 190,356.35

Difference: N/A N/A
9090352 9/18/2009 Crooked Creek Fire Dept.

Was struck by vehicle while responding to motor vehicle accident on 1-40.
Weeks of Comp Pay: 262
Returned to Paid Occupation?: No

Paid Occupation: Lunsford Landscaping N/A N/A

Claim Indemnity: 544.03 142,535.86

Difference: N/A N/A
1105192 1/15/2010 Queheel Volunteer Fire Dept.

Employee was involved in an accident involving a fire truck. Airlifted to UNC Chapel Hill.
Fractured shoulder, ribs, back, neck and head laceration.

Weeks of Comp Pay: 245

Returned to Paid Occupation?: N/A

Paid Occupation: Unemployed/Marine Reserves N/A N/A
Claim Indemnity: 556.03 136,227.35
Difference: N/A N/a
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Claim Weekly Comp Paid to
Number rwCidant Nata Depart 1t Comp Rate Date

5148426 5/8/2014 Bethany Community Fire Dept., Inc.
Standingin back seat of fire truck backing out of truck missed the running board and fell 38 inches.
Back of head, right shoulder and lower back.
Weeks of Comp Pay: 20
Returned to Paid Occupation?: No

Paid Occupation: Temp Agency/Odd Jobs - 320.00 6,400.00

Claim Indemnity: 602.70 12,054.00

Difference: 282.70 5,654.00
2142419 2/8/2014 Davie County Rescue Squad

Employee tripped as he was headed to the squad vehicle. Employee had surgery 2/9/14.
Possible rotator cuff tear.

Weeks of Comp Pay: 32

Returned to Paid Occupation?: No

Paid Occupation: Farmer/Wrecker Driver 432.69 13,846.08

Claim Indemnity: 602.70 19,286.40

Difference: 170.01 5,440.32
2144696 2/16/2014 idlewild Volunteer Fire Dept.

The volunteer firefighter was coming out of fire house, the fire hose was covered with hay and
volunteer did not see the hose. Twisted left ankle.

Weeks of Comp Pay: 31

Returned to Paid Occupation?: No

Paid Occupation: EMT 440.00 13,655.56

Claim Indemnity: 602.70 18,705.02

Differenre- 162.70 5,049.46
6143473 6/9/2014 Grover Rural Volunteer Fire Dept.

Volunteer was doing training exercise when he broke his ankle.
Weeks of Comp Pay: 13
Returned to Paid Occupation?: No

Paid Occupation: Retail 276.00 3,706.29

Claim Indemnity: 602.70 8,093.40

Difference: 326.70 4,387.11
2144674 2/22/2014 New Bern Volunteer Fire Dept., Inc.

Firefighter was training going down ladder carrying a dummy, he lost footing and fell 15 feet
landing on his back.

Weeks of Comp Pay: 31

Returned to Paid Occupation?: No

Paid Occupation: Paid Fireman for Pamlico County 494.00 15,314.00
Claim Indemnity: 602.70 18,683.70
Difference: 108.70 3,369.70
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Claim ) Weekly Comp Paid to
Number Accident Date Depart nt Comp Rate Date

3116560 3/30/2011 Hemby Bridge Volunteer Fire Dept.
Employee was at the top of a ladder during training and ladder slipped and he fell about 2 stories.
Broken left wrist, right elbow, ankle, fibuler,and foot.
Weeks of Comp Pay: 80
Returned to Paid Occupation?: Yes

Paid Occupation: Telecom Technician 600.00 48,004.74

Claim Indemnity: 557.36 44 £Q2 N0
o Differenc=- (42.64) (3,411.54)
11434/1 171772014 Connestee Fire Rescue

Stepped off the truck and missed a step and twisted his left ankle.
Weeks of Comp Pay: 23
Returned to Paid Occupation?: Yes

Paid Occupation: Transylvania County Sheriff 750.00 17,464.29

Claim Indemnity: 602.70 14,034.30

Difference: (147.30) (3,429.99)
11078635 11/03/200/ Jonas Ridge Volunteer Fire Dept.

While on scene of emergency, employee was lifting and carrying deceased man. Strain to lower
back, shoulders, and neck.

Weeks of Comp Pay: 356
Returned to Paid Occupation?: No

Paid Occupation: Avery County 911 517.60 184,265.60

Claim Indemnity: 502.69 178,957.64

Difference: (14.91) (& 2n7.96)
8126425 7/30/2012 Surf City Volunteer Fire Dept., Inc.

Employee was doing a training exercise and was trying to get a disabled kid into a truck, lifting the
kid caused a popping twice and employee went down.

Weeks of Comp Pay: 27

Returned to Paid Occupation?: No

Paid Occupation: NC Health & Human Service 886.62 23,938.74

Claim Indemnity: 574.70 15,516.90

Difference: (311.92) (8,421.84)
8139492 8/3/2013 Cove City Fire & Rescue, Inc.

While fighting fire felt pop in lower back.
Weeks of Comp Pay: 25
Returned to Paid Occupation?: Yes

Paid Occupation: Machinist 1,112.00 27,980.36
Claim Indemnity: 741.20 18,650 72
Difference- rameo\ 1933014
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[S)KeyRisk

HORKBESS COMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Falkland Rescue & EMS
Employee:

Date of Injury: 08/17/14

Occupation: EMT Basic

Claim Number: 9143502

Age at DOI: 59

Date Claim Received: 09/24/14

AWW: $904.00
Compensation Rate: $ 602.70

Description of Accident: Member unloading a patient on stretcher at emergency department. Felt a
pop, thought he had a pulled muscle. Rotator cuff tear.

Indemnity Medical Rehab Other |  Tat=? |
|
Total Incurred § o $ .00 $ 00 | $ .w $ .00
Paid To Date $ w $ .00 $ .00 $ .00 $ .00
Outstanding
Reserves

Diagnosis: Denied claim for left shoulder rotator cuff tear.

Current Status/Plan of Action: Claim was denied based on recorded statement by member stating:
“Back in December of January 2014 began having pain in his shoulder, then in August or sometime this
summer felt another pop in his shoulder.” Member had rotator cuff repair on 10/8/14 with doctor he

chose to treat with. This claim was not reported to until surgery was arranged. Claim is closed now as
he has not appealed the denial.

Litigation/Subrogation: none/none
Reserves: Closed claim.

Adjuster: Renee Holland
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[S)KeyRisk

NOCHKESS CAIMPENSATION

Key Risk Management Services, LL.C
Claim Status Report

Employer: Fire Districk No. 28
Employee:

Date of Injury: 07/08/14
Occupation: Firefighter

Claim Number: 7148887

Age at DOI: 39

Date Claim Received: 07/09/14

AWW: $904.00
Compensation Rate: $602.70

Description of Accident: Hose got hung up on truck, when he pulled on it, stepped off platform and
injured his right ankle.

Indemnity Medical Rehab _(thor Total
| Totel Tocurred $15,636.38 C1a can 20 $ .00 >tz | $35,uu/.4y
raia 10 Date $6,457.50 311,00U.3Y $ .00 $470.52 $18,588.41
Outstanding $9,178.88 $5,000.00 $ .00 $240.20 $14,419.08
Reserves

Diagnosis: Right calcaneal fracture.

Current Status/Plan of Action: Member had surgery 7/18/14; open reduction internal fixation of right
ankle. He returned to work 9/22/14 light duty and then full duty as of 9/29/14. His next appointment is
1/14/15 to address his full recovery and likely an impairment rating,.

Litigation/Subrogation: none/none

Reserves: Indemnity set for up to 10% permanent partial impairment which is 14.4 weeks or $8,678.88.
Medical set for remaining medical, therapy, and or medications. Other set for bill review.

Adjuster: Renee Holland
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[S)KeyRisk

WOHRKESS CTOMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Eastern Wake Fire-Rescue Dept.
Employee:

Date of Injury: 08/26/14

Occupation: Firefighter

Claim Number: 8148104

Age at DOI: 46

Date Claim Received: 08/27/14

AWW: $756.81
Compensation Rate: $ 504.57

Description of Accident: Member was working on truck on the windshield, he slid off the truck and
hurt his left knee.

Indemnity Medical Rehab I Other Total
[
Total Incurred €97 705.65 e <23.21 $§ .00 | 2wyl  eosz0iw |
Paid To Date 24,036.56 >1,044.21 $ 00 [ «asoy ®5 450,51
Outstanding $18,669.09 $27,179.00 $ .00 > vov.57 $40,517.40
Reserves

Diagnosis: Left knee medial meniscal tear.
Current Status/Plan of Action: Member had surgery on 10/9/14, repair of partial medial meniscus tear.

Still in recovery and physical therapy. Plan to continue to monitor his progress to get him back to
work.

Litigation/Subrogation: none/none
Reserves: Indemnity set for up to six months out of work and up to 10% permanent partial impairment
which is 20 weeks or $10,091.40. Medical set for payment of surgery, therapy, medications and follow

up care. Other set for bill review and IC fees.

Adjuster: Renee Holland
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[E)KeyRisk

WA KESS CQMPEINSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Rutherford County Life Saving
Employee:

Date of Injury: 04/10/14

QOccupation: EMT Basic

Claim Number: 5146925

Age at DOI: 43

Date Claim Received: 05/01/14

AWW: $392.00
Compensation Rate: $261.35

Description of Accident: Member was going up steps when she dropped company cell phone and when
she bent down to pick it up fell down steps onto her right knee and hip.

Indemnity Aedical Rehab Other Total
Total Incurred $26,162.94 $60,960.17 $5,000.0u 3,0/ 14 $95,701 &5 |
Paid To Date $6,038.99 $13,546.94 $3,300.47 $774.70 $23,661.10
Outstanding $20,123.95 $47,413.23 $1,699.53 $2,803.96 $72,040.67
Reserves

Diagnosis: Right hip labral tear and contusion and right knee contusion.

Current Status/Plan of Action: Right hip arthroscopy completed on 10/7/14. Recovery includes durable
medical equipment, home therapy for four weeks and then conditioning and medications. Next
appointment is November 17 to track her progress and recovery. Plan to continue to monitor her
progress and position for return to work as soon as medically possible.

Litigation/Subrogation: none/none

Reserves: Indemnity was set for one year of benefits $13,590.20 and up to 15% permanent impairment
to the right leg: 30 weeks or $7,840.20. Medical set for surgery and follow up care including significant
work conditioning and medications. Other set for nurse case manager assistance and other for fees and

bill review.

Adjuster: Renee Holland
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[S)KeyRisk

HORKERS CAMPENSATION

Employer:
Employee:
Date of Injury:
Occupation:

Claim Number:
Age at DOI:

Key Risk Management Services, LLC
Claim Status Report

Dysartsville Volunteer Fire Department

04/03/05
Vi 1nteer

4059893
35

Date Claim Received: 04/04/05

AWW: $ 704.00
Compensation Rate: $ 469.36

Description of Accident: While cutting trees that had fallen from extensive wind damage, he was
struck by a vehicle.

Indemnity Medical Rehab Other Total
Total Incurred $23,09~> M $81,996.91 > .Uu N1 2,UB0.2D 211Y,0/5.0U
Paid To Date $25,59>.44 $81,996.91 $ on ¢~ NeAnS $119,678.60
Outstanding $ .00 $ .00 $ w ‘ > W § .00
Reserves

Diagnosis: Cervical and mid back pain, resolved neck and upper extremity pain as of 4/23/13,.

Current Status/Plan of Action: Claims is closed post payment of the 7% rating, 21 weeks which totaled
$9,856.56.

Litigation/Subrogation: Roy Pettigrew vs. David Gannt.
Reserves: Closed claim

Adjuster: Renee Holland
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[S)KeyRisk

WOHKERS LOMPINSIATIOQN

Key Risk Management Services, LL.C
Claim Status Report

Employer: St. James Fire Department
Employee:

Date of Injury: 03/18/11

Occupation: Volunteer

Claim Number: 3115398

£~ at DOIL: 43

Date Claim Received: 03/18/11

AWW: $ 836.00
Compensation Rate: $ 557.36
Description of Accident: Member was reaching for patient to prepare for transport and dislocated her
left shoulder.

Indemnity 2dical Rehab Other Total
Total Incurred $152,124.42 $72,233.35 $9,796.70 1 NRA AR $255,23% @2
Paid To Date $152,124.42 $72,233.35 $9,796.70 DLI,UDH.4D $255,255.92
Qutstanding
Reserves

Diagnosis: Left shoulder capsular tear with ongoing complications.

Current Status/Plan of Action: Closed claim, post several shoulder surgeries. Claim settled at
mediation in September for $47,500.

Litigation/Subrogation: Michael Ricci vs. Christina Rivenbark. No subrogation.

Reserves: Closed claim.

Adjuster: Renee Holland
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[SKeyRisk

HOTKEARDS COIMPENSATION

Key Risk Management Services, LL.C
Claim Status Report

Employer: Fair Bluff Fire Department & Rescue
Employee:

Date of Injury: 05/12/12

Occupation: Firefighter

Claim Number: 5128584

Age at DOL; 37

Date Claim Received: 05/14/12

AWW: $ 732.00
Compensation Rate: $488.02

Description of Accident: Member was on the way to a call, tire blew out causing the fire truck to roll
over two to three times.

Indemnity Medical Rehab Other Total
" Stal Incurred $104,501.18 | $270,850.13 $5,166.39 »17.43u.25 $5v1,047.93
Paid To Date $104,501.18 | ©70,850.13 $5,166.39 $17,430.23 $397,947.93
Outstanding
Reserves

Diagnosis: Cervical spine fracture; C3-CS and left shoulder nerve damage.

Current Status/Plan of Action: Closed claim. Member had 21% permanent partial impairment to the
left arm and 23% to cervical spine. Claim settled for $90,000.

Litigation/Subrogation: Greer Vanderberry vs. C. Martin Scott. No subrogation.

Reserves: Closed

Adjuster: Renee Holland
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[S)KeyRisk

WOCRRESS CAINPENSATION

Key Risk Management Services, LL.C
Claim Status Report

Employer: Crooked Creek Fire Department
Employee:

Date of Injury: 09/18/09

Occupation: Firefighter

Claim Number: 9090352

Age at DOI: 38

Date Claim Received: 09/18/09

AWW: $ 816.00

Compensation Rate: $ 544.03

Description of Accident: Struck by vehicle while responding to an automobile accident on Interstate

40.
Indemnity Medical Rehab Other Total

Total Incurred 22 700.06 $350,194.52 $16,222.76 $22,149.44 $627,267.08
Paid To Date »144,107.95 $306,698.94 $15,444.05 $19,789.64 $486,100.58
Outstanding $94,532.11 $43,495.88 $778.71 $2,359.80 $141,166.50
Reserves

Diagnosis: Bilateral proximal tibia fractures, post revisions to both legs.

Current Status/Plan of Action: Resolved rotator cuff tendinitis, dizziness and tibia fractures. Member
is at maximum medical improvement with 0% to the right arm, 30% to the right leg, and 40% to the
left leg. Ratings total $76,164.20 with sedentary work restrictions that Employer is not able to
accommodate. Member is on social security disability. Plan to get an MSA and vocational assessment
completed.

Litigation/Subrogation: Tim Moreau vs. Jonathan Anders. Subrogation already recovered.

Reserves: Indemnity set for ongoing time out of work up to five years. Medical set for ongoing care.
Other set for litigation to try to settle claim.

Adjuster: Renee Holland

46 of 72






WOos®ERS COMPENSATIOGN

Key Risk Management Services, LLC
Claim Status Report

Employer: Oak Grove Volunteer Fire Department
Employee:

Date of Injury: 10/31/07

Occupation: Volunteer Fire

Claim Number: 2088234

Age at DOI: 37

Date Claim Received: 02/06/08

AWW: §754.00

Compensation Rate: $ 502.69

Description of Accident: Stepped out of firetruck and missed step on the way down. Fell on back and

buttocks.
Indemnity Medi 1 Rehab Other Total

Total Incurred $309,586.42 $435,789.15 $13,99n 2« 1 @1 5% .40 €707 124 49
Paid To Date $309,586.42 $121,243.15 $13,95u.50 332,358 1 D4/7,108.U8
Outstanding § .00 $314,546.00 $ .00 $1,470.54 $316,016.34
Reserves |

Diagnosis: Sciatica and lumbar sacral neuritis.

Current Status/Plan of Action: Indemnity claim settled. Case remains open for medical treatment as
MSA is currently $318,481.41. We continue to monitor his back complaints and related care. Attendant
care request has been denied as it is primarily needed due to weight gain, not due to his back.

Litigation/Subrogation: Michael Ricci vs. Michael Bednarik. No subrogation.

Reserves: Indemnity closed as per settlement. Medical remains open and is set per recent MSA. Other
set for ongoing litigation over medical issues until resolved.

Adjuster: Renee Holland
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[S)KeyRisk

WOHKERS COMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Laurel Hill Fire Department
Employee:

Date of Injury: 09/18/08

Occupation: Volunteer Firefighter

Claim Number: 9088898

Age at DOI: 21

Date Claim Received: 09/22/08

AWW: $ 786.00
Compensation Rate: $ 524.03

Description of Accident: Severe burns to hands and face.

Indemni 22 L,V s L | NDalkalk nfhﬂ" Tl\fﬂ' ‘
| .
Total Incurred $435,036.43 $807,39432 | $27.93430 | €&1001n | €137 1ka 8 '
Paid To Date $130,797.73 $663,358.44 $27,870.30 D494 /9.5 1 5/1,0U0.34 |
Outstanding $304,858.70 $144,035.88 $ 64.00 $6,719.23 $455,677.81 l
Reserves

Diagnosis: Facial burns, bilateral hand burns, four fingers amputated on left hand and two fingers
pinned on right hand, penile injury requiring venous ligation.

Current Status/Plan of Action: : Ongoing medical needs which are permanent in maintaining his
functionality. Permanent impairments to his right hand at 40% or $41,922.40, left hand 80% or
$83,844.80, pulmonary impairment $8,000, gastrointestinal damage of $2,160, dental impairment of
tooth #9 is $600, penile dysfunction of $15,000 and other impairments that are not structured in the WC
Act. Extended settlement offer of $158,800 plus MSA, however he wanted $250,000 plus the MSA.
Given we have not been able to agree we are continuing to monitor his medical treatment and will
approach for settlement again once his care decreases again. As of November plaintiff counsel has
extended to olive branch to discuss settlement so we have requested completion of an MSA. Once the
MSA is addressed we will forward to plaintiff counsel and request a demand or make an offer.

Litigation/Subrogation: Jonathan Anders vs. Leonard Jernigan, Jr. No subrogation.

Reserves: Indemnity set for all ratings with a cushion for settlement. Medical set per last MSA
completed several years ago, pending revision. Other set for litigation.

Adjuster: Renee Holland
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‘ WORXERS COMPENDSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Shoals Volunteer Fire Districk
Employee:

Date of Injury: 01/27/07

Occupation: Volunteer

Claim Number: 1070993

Age at DOI: 21

Date Claim Received: 01/29/07

AWW: $ 754.00

Compensation Rate: $ 502.69

Description of Accident: Member was holding a hose and steam from the fire burned inside her throat

and nose.
TmAommitr Medical Pehab Otk~~ Total

‘ Total Incurred $284,093.40 $1,845,892.46 $38,450.12 $75,308.35 v2,2 14433

Paid To Date $143,178.46 $825,823.06 $33,300.95 $75,097 04 1 ®10773954]

Outstanding $140,914.94 $1,020,069.40 $5,149.17 $215.41 »1,100,348.92

Reserves

Diagnosis: Reactive airway disease and dysfunction, acute lung injury, left vocal cord paresis.

Current Status/Plan of Action: Member continues to be admitted to hospital after being transported by
ambulance for exacerbations of her chronic reactions to any and every unfiltered air, sn 1, chemical,
and stress as a result. Due to her chronic intubations she also suffered thoracic back pain which the
Industrial commission has ruled is now related as well to this claim. It has been extremely difficult to
even get this patient to maximum medical improvement as she is consistently admitted for her
condition. Plan to continue to monitor her care for stabilization of her upper respiratory condition.

Litigation/Subrogation: Greer Vanderberry vs. Christopher West. No subrogation.
Reserves: Indemnity set for up to seven years of benefits to stabilize her care. Medical set per fu re
treatment plan analysis. Rehab set for nurse case anagement. Other needs to be increa 1 for

litigation, surveillance, bill review and IC fees.

Adjuster: Renee Holland
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[ KeyRisk

HOEXESS COMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Rockwell Rural Fire Department
Employee:

Date of Injury: 09/26/12

Occupation: Firefighter

Claim Number: 9122311

Age at DOIL: 30

Date Claim Received: 09/27/12

AWW: $ 862.00
Compensation Rate: $574.70

Description of Accident: Responding to accident, rear tire blew out causing him to run off the road
and was ejected from the vehicle.

Indemnity Medical te-h | Néhor Total
I |
Tortal 1ncurred $712,614.16 $3,021,34u.v5 $74,816.57 $27,307 2 I ©3,836,079.07
Paid To Date $81,514.83 $890,283.68 $53.659.97 $22,252.11 >1,047,711.19
Outstanding $631,099.33 $2,131,057.30 $21,156.60 $5,054.65 $2,788,367.88
Reserves ae

Diagnosis: Closed head injury, respiratory failure with permanent cognitive issues.

Current Status/Plan of Action: Rehabilitation services still being provided by Neuro Community Care.
He seems to have plateaued in his recovery with good and bad days. He completed a driving evaluation
8/4/14 and recommendations to complete that skill is an additional 20 hours of services. We obtained a
revised life care plan completed in July 2014 shows a rated age of 43 and estimates future exposure at
$1,382,553.80. Member’s father is still very much involved with getting member back to some level of
independence. Member’s weight is causing concerns regarding his physical capabilities of ongoing
involvement at the department as well. He went from 284 prior to injury and is now up to 355.
Recommendations have come in for weight loss and nutrition training.

Litigation/Subrogation: Jonathan Anders monitoring claim. No attorney for plaintiff. No subrogation.
Reserves: Indemnity set for permanent and total disability, medical set for life care plan
recommendation for future medical. Rehab set for nurse case manager assistance. Other for litigation,

surveillance, IC fees, etc.

Adjuster: Renee Holland
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[SKeyRisk

WORYXESS COMPIENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Dallas Township Rescue Squad
Date of Injury: 02/14/14

Occupation: EMT

Claim Number: 2143384

Age at DOI: 45

Date Claim Received: 02/17/14

AWW: $ 404.64
Compensation Rate: $ 269.77

Description of Accident: Slipped on ice while attempting to exit vehicle.

| Indemnity Medical Rehab Other Total
Total Incurred 7 158.16 $7,500.00 $ .00 $7,500.00 $17,158.16
Paid To Date » .00 $379.44 $ .00 €30R7 /2 $6,342.06
Outstanding $2,158.16 $7,120.56 $ .00 21,357.38 $10,816.10
Reserves X

Diagnosis: Lumbar Strain

Current Status/Plan of Action: The claim was denied on credibility grounds. Employee appealed
denial and a hearing was held. We won and he did not appeal the denial. Claim is now completed.

Litigation/Subrogation: Plaintiff was unrepresented at hearing. Brad Kline is defense counsel.
Reserves: All reserves have now been taken down.

Adjuster: Hugh Bennett
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Key Risk Management Services, LL.C
Claim { tus Report

Employer: Enka-Candler Fire & Rescue Department
Employee:

Date of Injury: 07/22/14

Occupation: Career Firefighter-Part Time

Claim Number: 7141812

Age at DOI: 37

Date Claim Received: 07/24/14

AWW: $ 161.61
Compensation Rate: $107.75

Description of Accident: Employee sprained left knee while working out.

| Tmdemaity Medical Rehab Othe~ Tt~
‘ 10ta1 Incy ===~ C& &7 78 €0 201,69 ¢ nn €2 57529 @T PRV
Paid To Date $1,910.2D $1,239.04 » WU »2/1.25 I 21104
Outstanding $4,956.50 $27,762.65 $ .00 $3,304.04 16,268.69
Reserves |

Diagnosis: Torn medial meniscus-left knee. ACL tear.

Current Status/Plan of Action: Arthroscopic repair took place on 9/24/14. His doctor has advised he
will probably be out of work 6 months from firefighting. He is undergoing Physical Therapy currently.
He will probably have a 10% impairment rating once Maximum Medical Improvement is achieved.
Litigation/Subrogation: No/No

Reserves: Indemnity reserve pays 26 additional weeks of lost time plus the 10% rating. Medical
reserve for payment of the surgical expenses and the ongoing physical therapy. Other res ‘e for bill

payment and possible surveillance if recovery sta . to drag along.

Adjuster: Hugh Bennett
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WOHKERS COMPEMNSATION

Key Risk Management Services, LL.C
Claim Status Report

Employer: Skyland Fire-Rescue
Employee:

Date of Injury: 07/30/14

Occupation: Maintenance Mechanic
Claim Number: 7142745

Age at DOI: 54

Date Claim Received: 07/30/14

AWW: $1,576.80
Compensation Rate: $904.00

Description of Accident: Employee was lifting a boat motor off the ground and felt right shoulder pop,
causing severe pain.

Indemnity Medical Rehab Other Total
Total Incurred $18,080.00 $46,000.00 $ .00 | m),uuu.uu_ $67,080.00
Paid To Date $ .00 $ .00 $ 00 I« 00 $ .00
Outstanding $18,080.00 $46,000.00 $ .00 35,000.00 $67,080.00
Reserves

Diagnosis: Rotator cuff tear-right shoulder

Current Status/Plan of Action: The claim was denied as the incident that led up to the injury was a
normal part of the job. It was deemed to be no injury by accident. There are some bills to pay for
treatment that occurred prior to the denial. Once those are paid, the claim can close.
Litigation/Subrogation: No/No

Reserves: Reserves will be taken down once the bills in1 : are paid.

Adjuster: Hugh Bennett
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WOHKERS COMPENSATION

Key Risk Management Services, L1.C
Claim Status Report

Employer: Eastern Wake EMS
Employee:

Date of Injury: 01/20/14
Occupation: EMT

Claim Number: 1148799

Age at DOI: 26

Date Claim Received: 01/22/14

AWW: $627.48
Compensation Rate: $418.34

Description of Accident: Employee knelt down to pick up the blue bag to put in ambulance. He felt a
sharp pain in lower back.

Indamnity Medical Rehab Other Total
Total Incurred $39,742.3n $35,205.83 $5,605.29 »18,196.65 $98,798.07
Paid To Date $16,315.20 $31,199.42 $5,579.39 $6,897.63 $59,991.70
Outstanding $23,427.04 $4.,054.41 $ 25.90 $11,299.02 $38,806.37
Reserves

Diagnosis: Herniated lumbar disc.

Current Status/Plan of Action: Surgery was performed early on and it became apparent that he was
more able than he claimed to be. Surveillance was conducted and it showed him workir ~ very hard
around his home. At the same time, he told his doctor that he was incapacitated. Survemance footage
was sent to the authorized doctor, who opined that he has no restrictions. We are scheduled to mediate
the case on 11/20/14. Dr. Mikles’ opinion letter makes the claim much more likely to settle. Our
attorney is preparing a settlement analysis currently. The employee has become addicted to narcotics,
but there is a feeling he may have had a problem in this area prior to the injury.

Litigation/Subrogation: No litigation yet, but upcoming mediation. Plaintiff lawyer is Michael Brown.
Reserves: Indemnity reserve set for 10% impairment ratii  of the back plus 26 more weeks of lost
time. Medical reserve is small as the doctor has just advised no further treatment necessary. Other
reserve for ongoing legal defense work and mediation expense. If case does not settle, additional

surveillance may be necessary.

Adjuster: Hugh Bennett
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WOEHKERS COMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Midway Fire & Rescue, Inc.
Employee:

Date of Injury: 12/11/10

Occupation: Career Firefighter

Claim Number: 12106456

Age at DOI: 54

Date Claim Received: 12/12/10

AWW: $ 656.44

Compensation Rate: $437.65

Employee loading hose back on the truck. He stepped off the truck and
twisted his knee.

Description of Accident:

Indemnity nvea-cal Rehab Other Total
Total Incurred $49,829.57 $137,841.56 $10,785.80 $16,128.72 $214,>5>.00
Paid To Date $14,817.57 $39,569.67 $1,752.57 $2.528.57 TLR AAR 2R
Outstanding $35,012.00 $98.271.89 $9,033.23 $13,600.15 DIDD,YIL/.LI
Reserves

Diagnosis: Torn meniscus left knee, resulting in eventual knee replacement

Current Status/Plan of Action: Lost time is being paid out of the other open claim for his other knee.
He goes back to doctor in February 2015 for check- up. We expect him to be released with @40%

impairment rating of the knee. We will attempt to clincher the case when he is declared at Maximum
Medical Improvement. The clincher funds will be reserved for in the other file.

Litigation/Subrogation: No attorney involvement. Subrogation was ruled out.

Reserves: Indemnity reserve set for the 40% rating. Medical reserve covers a repeat of his total knee
replacement should that become necessary. Rehab reserve remains as he continues to treat with the
doctor. Other reserve for bill payment, possible legal defense costs.

Adjuster: Hugh Bennett
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WORKERS COMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: Evans Crossroads Volunteer Fire Department
Employee:

Date of Injury: 01/08/12

Occupation: Chief-Volunteer

( im Number: 1123621

Age at DOI: 52

Date Claim Received: 01/09/12

AWW: $ 862.00
Compensation Rate: $574.70

Description of Accident: Employee was in personal vehicle responding to MVA when his vehicle was
struck by a tractor-trailer. Death claim.

Indemnity Medical Rehab Other Tot~? I
Total Incurred $304,821.10 $101.12 $ .00 %2 723,17 $308,645.39
Paid To Date $93,618.85 $101.12 § .00 01T $97,443.14
Outstanding $211,202.25 § .00 § .00 > .wU $211,202.25
Reserves

Diagnosis: Death

Current Status/Plan of Action: Claim deemed compensable for death. Weekly benefits run for 500
weeks. Benefits will be paid out in 2021.

Litigation/Subrogation: Litigation concluded. Subrogation was ruled out.

Reserves: Indemnity reserves depleting on schedule. They will be at $0 at the conclusion of the 500
weeks.

Adjuster: Hugh Bennett
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WONKERS COMPENSATIGN

Key Risk Management Services, LLC
Claim Status Report

Employer: Hubert Volunteer Fire Department
Employee:

Date of Injury: 07/17/14

Occupation: Volunteer Firefighter

Claim Number: 7140783

Age at DOI: 21

Date Claim Received: 07/18/14

AWW: $904.00
Compensation Rate: $602.70

Description of Accident: During loose hose drill training, nozzle hit him on right shin. Received a
gash requiring stitches.

Indemnity Medical Rehab Other Total
Total Incurred $31,617.56 $17,880.19 $5,260.40 3,520.50 $58,278.51
Paid To Date $7,835.10 $3,398.68 $2,035.31 $330.20 $13,599.29
Outstanding $23,782.46 $14,481.51 $3,225.09 $3,190.16 $44,679.22
Reserves

Diagnosis: Non-displaced fracture through the mid-shaft of the right tibia.

Current Status/Plan of Action: Member is currently in a cam boot, using growth stimulator, on
crutches and pain medication as needed for pain. The member will return to the doctor for re-
evaluation on 12/17/14.

Litigation/Subrogation: There is no pending litigation or subrogation involved at this time.

Reserves: Reserves are accurate for what is currently known in the case.

Adjuster: Robert Harris
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HOHKERS CIMPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: SHILOH COLUMBIA VOLUNTEER FIRE
Employee:

Date of Injury: 06/22/11

Occupation: VOLUNTEER FIRE FIGHTER

Claim Number: 6115124

Age at DOI: 18

Date Claim Received: 06/23/11

AWW: $ 836.00
Compensation Rate: $557.36

Description of Accident: The employee was a volunteer firefighter who ran off the road and over
corrected which resulted in overturning the vehicle.

T dammityr al
| 1otai Incurred $236,780.50 $15,150.88 3,969.54 + ~2376.20 $274,277.23
Paid To Date $94 40328 $12,150.88 $13,587.1¢ 1,074 0 $123,237.55
Outstanding $14u,5>7.28 $3,000.00 $382.4y $7,3uu.00 $151,039.68
Reserves

Diagnosis: T-12 Fracture, Low back pain, Right elbow pain/contusion.

Current Status/Plan of Action: The employee reached maximum medical improvement 3/6/2014 with a
15% PPD rating. An FCE was completed and indicates she is able to work a light duty level position
with permanent restrictions of no lifting over 20 lbs. She only had conservative treatment and has not
treated since March 2014. We initiated surveillance which did not provide any significant activity but
plan to continue surveillance in hopes of getting some positive surveillance to help mitigate our
exposure. Her attorney has requested a voluntary mediation and the file has been sent to Jonathan
Anders.

We will follow-up for surveillance results for any action that could assist with changing her permanent
restrictions, pursue IME if we get positive surveillance results and proceed with the Vocational Rehab
assessment. Then discuss case with our attorney to determine next course of action and mediation date.
Litigation/Subrogation: Defense Counsel/Jonathan Anders; Plaintiff Counsel/Cameron Simmons.
Reserves: Indemnity: The indemnity reserve reflects exposure for 4 years of TTD ($115,930.88) and
vocational rehabilitation. The medical reserve reflects exposure for an IME and any outstanding

medical bills. The rehab reserve allows for a case manager to attend an IME. The other reserve reflects
exposure for additional surveillance and legal and mediation fees.

Adjuster: JOANNE JONES
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WOHEEERS COMPENIATION

Case manager will attend the 12/4/2014 appointment with Dr. Ramonowski to determine MMI for both
knees. We will get the results of the bone scan and determine what Dr. Gill’s opinion is for MMI or
additional treatment. Case manager will attend the 11/24/2014 appointment with Dr. Knapp to address
his low back pain and determine if he has reached MMI for his low back strain or if further treatment
is needed.

Once MMI is reached for all body parts and restrictions are addressed we will determine if we should
pursue vocational rehab or review the file for settlement and pursue resolution. It appears the employee
and his mother are both EMT’s and both have had workers compensation claims and well versed in
workers compensation.

Litigation/Subrogation: There is no litigation on this claim. There is no 3™ party negligence.

Reserves: The indemnity reserve reflects the 500 week cap of TTD benefits per the statute. The medical
reserve reflects exposure for the physician visits, diagnostics, surgery, medication and physical therapy.
The rehab reserve reflects exposure for ongoing nurse case management fees. The other reserve reflects

exposure for medical bill review, possible surveillance and NCIC fees.

Adjuster: JOANNE JONES
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WOHREATS CAIMPENSATION

Key Risk Management Services, LLLC
Claim Status Report

Employer: JULIAN VOLUNTEER FIRE DEPARTMENT
Employee:

Date of Injury: 12/16/11

Occupation: VOLUNTEER

Claim Number: 12112303

Age at DOI: 43

Date Claim Received: 12/20/11

AWW:; $ 836.00
Compensation Rate: $557.36

Description of Accident: 46 year old Volunteer Fireman was going down I-85. A wreck occurred in
front of him and he stopped and got out of his vehicle to offer assistance.
Another vehicle lost control and began sliding towards him so he hopped
over a cement divider and fell about 25-30 feet down an embankment.

Indemnity Vedical Rehab Other Total
Total Incurred $244,681.04 $840,702.41 $31,742.89 €A1 247.09 $1,1/9,9/5.45 |
Paid To Date $82,489.28 $377,700.70 $23,738.07 | »/1.x7545 $505,803.50
Outstanding $162,191.76 $463,001.71 $8,004.82 4v,v/1.64 $674,169.93
Reserves o N _ .

Diagnosis: Fractured left humerus, fractured left pelvis, fractured left acetabulum, multiple rib
fractures, vertebral fractures at L2, L3, and L4.

Current Status/Plan of Action: He is currently in pain management with Dr. Bodea for chronic pain,
who has continued to prescribe multiple prescriptions for pain. We are seeking a 2™ opinion with Dr.
Hurly to address medication usage and that appointment is scheduled for 11/19/2014. He has seen Dr.
Webster for anxiety and depression. We anticipate one more visit and then he will be released. A
functional capacity evaluation was completed on 12/18/2012 at which time he was placed at sedentary —
light work level. The employee seems interested in returning to work in some capacity so we are
obtaining a vocational assessment.

Litigation/Subrogation: There is no litigation on this claim.
Reserves: The indemnity reserves reflect the 500 week cap of TTD benefits per the statute. The medical
reserves are based on the Medical File Review completed on 6/10/2014 which projected future medical

costs of $468,297.69. The rehab reserve reflects costs for ongoing nurse case management fees. The
other reserve reflects costs for the medical bill audit fees, surveillance and possible defense costs.

Adjuster: JOANNE JONES
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WOCHKERS UO3MPENSATION

Key Risk Management Services, LLC
Claim Status Report

Employer: WEST END VOLUNTEER FIRE DEPARTMENT
Employee:

Date of Injury: 02/22/11

Occupation: DRIVER VOL.

Claim Number: 2112998

Age at DOI: 42

Date Claim Received: 02/23/11

AWW: $ 836.00
Compensation Rate: $ 557.36

Description of Accident: The employee was responding to a fire when he lost control of the tanker
nnnr;nn- #uvnnly ha =98 driVin" and it v{\lln,l Nnxraw nl\ll:tl:nli: with a trf'"

Indemnity Medical ____ab Other Total
Total Incurred $940,363.01 $2,541,168.70 $140,000.00 $204,687.21 $3,832,218.92
Paid To Date $346,363.01 $1,283,803.73 $34,416.82 $76,729.47 $1,741,313.03
Outstanding $600,000.00 $1,257,364.97 $105,583.18 $127,957.74 $2,090,905.89
Reserves

Diagnosis: T-12 —~L1 fractured, torn aorta, partially collapsed lung, paraplegia, infection to the surgical
site, possible psychological issues, blood clot in the lungs, tendonitis in the left wrist.

Current Status/Plan of Action: The employee underwent an Aortic transection, T-10-L4 posterior
spinal fusion with laminectomy on 2/22/2011. He is now a paraplegic and in a wheelchair. He continues
to treat for multiple medical issues related to his paralysis. His wife is providing attendant care. He
recently had to be seen at the emergency room due to shortness of breath and was concerned about a
potential blood clot. That testing was negative but he continued to have some left arm weakness and
tingling. A cervical MRI was performed and revealed severe right eccentric disc osteophyte. He was
referred back to Dr. Patt on 11/6/2014 who recommends a cervical fusion to the C5-6 and C6-7.
Utilization reviewed Dr. Patt's records and agreed it is medically necessary and related. Surgery is
scheduled for 11/12/2014.

Litigation/Subrogation: The defense attorney is Jonathan Anders. The plaintiff attorney is Robert
Denton. There are no legal disputes at this time.

Reserves: The indemnity has been settled. The medical reserve reflects the exposure based on the
Medical File review. The rehab reserve reflects exposure for continued nurse case management. The

other reserve reflects exposure for medical bill review fees, and defense counsel involvement.

Adjuster: JOANNE JONES
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January 21, 2015

Senator Fletcher L. Hartsell, Jr., Co-Chair, Joint Legislative Program Evaluation Oversight Committee
Representative Julia Howard, Co-Chair, Joint Legislative Program Evaluation Oversight Committee

North Carolina General Assembly
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16 West Jones Street
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Honorable Co-Chairs:
Session Law 2013-360, Section 22.6(a) directed the Program Evaluation Division fo examine
the licensure application process and licensure fees for occupations regulated by the

Department of Insurance that are not directly associated with the insurance industry.

| am pleased to report that the Department of Insurance cooperated with us fully and was at
all times courteous to our evaluators during the evaluation.

Sincerely,

7

John W. Turcotte
Director
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PROGRAM EVALUATION DIVISION

NORTH CAROLINA GENERAL ASSEMBLY

January 2015 Report No. 2015-01

Licensing Processing Fees Are Inequitable; Permit DOI Vendor
to Charge Different Processing Fees Based on Effort and Cost

The General Assembly directed the Program Evaluation Division to
examine the Department of Insurance’s (DOI’s) licensure application process
and fees. DOI entered into a contract with Pearson VUE in December 2011
to provide licensing administrative services for all license types regulated
by the department.

Summary

Pearson VUE's licensing processing fees are disproportionate to the
relative cost of processing the different types of license applications.
Pearson VUE's processing fees do not vary by type of license. However, in
terms of workload distribution, processing licenses for non-insurance
business entities (NIBEs) and the bail bond industry costs more than
insurance industry licenses even though 97% of processing fees come from
the insurance industry. The licensure requirements for N Zs and the bail
bond industry are more complicated, resulting in longer processing times.
The Colorado Division of Insurance allows different processing fees to be
. charged for licensees based on the effort necessary to provide licensing
administrative services.

DOI’s Agent Services Division (ASD) chooses to duplicate two licensure
procedures performed by Pearson VUE in an effort to provide good
customer service. ASD repeats two licensing procedures: verification of
criminal misdemeanor and civil judgment checks for bail bond industry
licenses and notification to license applicants that license applications are
incomplete after Pearson VUE has already sent two notices. ASD reviews
incomplete applications to provide good customer service and ensure all
license applicants and licensees are treated fairly.

DOl has improved licensure services through outsourcing, and ASD
continues to work with Pearson VUE to address licensee concerns.
Outsourcing licensing administrative services has reduced costs, increased
revenue, and improved regulatory review of license applications, and
compliance enforcement. Pearson VUE has implemented online application
processing for all occupations, online email and address updates, and
electronic fee payments. ASD continues to work with Pearson VUE to ensure
licensee needs and issues are addressed and has identified how the
licensing administrative services contract can be improved to benefit the
Department of Insurance and licensees.

To more equitably distribute the cost to provide licensing administrative
services, the General Assembly should direct the Agent Services Division to

issue a request for proposal for licensing administrative services that allows
. the contractor to charge different processing fees based on the effort
necessary to process licenses for the insurance industry, non-insurance
business entities, and the bail bond industry.




DO sure Fees Report No. 2015-01

The General Assembly directed the Program Evaluation Division to ‘
P 0se and Scope examine the licensure application process and licensure fees for
occupations regulated by the Department of Insurance (DOI) that are not
directly associated with the insurance industry.! The occupations regulated
by DOI that are not directly associated with the insurance industry include
bail bondsmen as well as three occupations DOI collectively references as
non-insurance business entities {NIBEs) — collection agencies, premium
finance companies, and motor clubs.

This evaluation addressed two central research questions:

1. How does the Department of Insurance issue licenses and regulate
non-insurance occupations?

2. What is the most efficient and effective method for processing
applications for licensure and renewal?

The Program Evaluation Division collected data from several sources
including
* interviews and data queries of the Agent Services Division of the
Department of Insurance;
® site visit and data queries of the North Carolina Licensing Office of
Pearson VUE;
® review of North Carolina General Statutes and Session Laws related
to licensure by the Department of Insurance;
® analysis of administrative and financial data of the Agent Services
Division of the Department of Insurance and the North Carolina
Licensing Office of Pearson VUE; and
® customer satisfaction surveys from 77,189 individuals and companies
licensed by the Department of Insurance during Fiscal Years 201 2—
13 and 2013-14 with an overall response rate of 9.4%.

State law directs the Department of Insurance {DOI) to regulate the

E Ckground insurance industry and several other occupations not directly related to the
insurance industry. The Commissioner of Insurance delegates regulatory
responsibilities to the Agent Services Division (ASD) and the Criminal
Investigations Division. Regulation includes two primary functions:

e Licensure. Consists of issuing new licenses to qualified applicants
based on statutory standards, renewing licenses as required by
State law, and assessing statutory fees.

o Enforcement. Consists of enforcing statutory standards for licensure
and professional conduct through investigation of complaints,
prosecution of licensees that fail to meet standards, and imposition
of sanctions.

i taw 2013-360. Sec 727 4.
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Year 2005-06, causing an increase in licensure inquiries, applications for
initial and renewal licenses, complaints, and administrative proceedings.z‘
These increases affected the timely deposit of licensure fees. In 2003, the
State Auditor noted ASD was failing to comply with the requirements of the
Daily Deposit Act to deposit fees and revenues within 24 hours of receipt.

DOI requested that the Governor include funding for nine new positions in
2007; the Governor subsequently recommended funding for six positions in
the 2007-2009 Biennial Budget. However, the General Assembly did not
fund DOI's expansion budget request in 2007 or 2008. As the numbers of
licensees?® and new license applications continued to rise, ASD attempted to
address staffing concerns by moving positions from other DOI divisions as
workload permitted and using temporary employees to assist with licensing
and customer service calls.

DOI entered into a contract with Pearson VUE in December 2011 for
licensing administrative services for all licenses regulated by the
department. In 2011, the General Assembly expanded DOJ’s contracting
authority by adding license processing and support services in addition to
the online licensee services, administrative services, and regulatory data
systems authorities granted in 2007. The law allows the contractor to charge
license applicants and licensees a reasonable fee for the provision of these
services in addition to statutory licensure fees.4

After a request-for-proposal process, DOI selected Pearson VUE because
the company had extensive experience providing licensing administration
services in other states including Colorado and Georgia. The five-year
contract runs from January 2, 2012 through January 1, 2017. In general
the contract requires Pearson VUE to

o collect and remit all statutory licensure fees,

® conduct the initial review of new and renewal license applications,

* follow up on applications requiring supporting documentation,

® provide customer service and respond to licensing questions, and

o develop electronic applications for non-insurance entities and other

miscellaneous support transactions.

After Pearson VUE performs the licensing administrative services, ASD
continues to handle regulatory oversight of licenses including

® regulatory review of initial and renewal applications,

o follow-up on incomplete application or regulatory information and
withdrawal of incomplete license applications, and
® regulatory decisions fo issue or deny licenses, conduct license denial
reviews, and participate in administrative hearings.
Exhibit 2 provides a detailed summary of the licensing administrative
services performed by Pearson VUE and the regulatory review and
compliance activities conducted by ASD.

Year 2005-06.
3 see” refers to an individual holding o license issued by the Department of Insurance.
4 N. C. Gen. Stat. § 58-2-69(g)

of licenses regulated by the Department of Insurance increased from 73,343 in Fiscal Year 2000-01 to 176,241 in Fisb
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The disparity in licensure processing between the two sections occurs
because customer service representatives spend more time reviewing
and processing initial license and renewal applications for NIBEs and the
bail bond industry. During the site visit fo the North Carolina Licensing
Office of earson VUE, the Program Evaluation Division observed customer
service representatives processing licensure applications. The customer
service representatives demonstrated processing for different types of
licenses including

e an insurance producer initial license application,

e a surety bail bondsman initial license application, and

e a collection agency initial license application.
Review of the insurance producer license was completed quickly, but in the
processing example observed by the Program Evaluation Division the license
could not be issued because the applicant was scheduled to take the
licensure exam the following day. The customer service representative
needed to verify the applicant passed the exam before the license could be
issued. The surety bail bondsman and collection agency license applications
required more time to review, and the customer service representatives
could not complete processing the license applications because the
applicants had not submitted all required documentation. Per contract
requirements, the customer service representatives sent each applicant a
notification that their application was incomplete and indicated what
documentation was needed to complete the application.

Pearson VYUE estimated the average processing time for insurance producer,
surety bail bondsman, and collection agency initial license applications. As
seen in Exhibit 8, a customer service representative can process several
initial insurance license applications in the time require to process one
initial surety bail bondsman or collection agency license application.
Processing an initial collection agency license application consumes the most
time, req -ing an average of two and a half hours per application. A
customer service representative can handle 15 insurance producer license
applications in the time it takes to process one collection ag: 'y license
application.
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Exhibit 8

Py

A

son VUE Can Process
al Initial Insurance
se Applications in the
Required to Process
Jitial Surety Bail
sman or Collection
)y License Application

le o X

The processing time period for .

1 insurance producer license
application is 10 minutes and
Pearson VUE can process 6
applications per hour.

Insurance
Producer

)
License ' “ "
A A

The processing time period for 1
surety bail bondsman license
application equals the processing
time for 9 insurance producer
applications.

Surety Bail
Bondsman ' l
License —

The processing time period for 1

Collection _— e —, e collection agency license
= . . .
Alge"CY ' ‘ _' _‘ ' ' application equals the processing
License ' ' ' . ‘ ' ' time for 15 insurance producer
AR " A A " a—"

applications.

Source: Program Evaluation Division based on information from Pearson VUE.

Pearson VUE spends more time processing NIBE and bail bond industry
licenses because their licensure requirements are more complicated than
those for the insurance industry. State law establishing the licensing
requirements for the insurance industry, NIBEs, and the bail bond industry
dictates necessary documentation. Pearson VUE collects information for e'
license using the business rules based on ASD’s interpretation of the
statutory licensure requirements for each license. Applicants must submit the
required documents electronically or by mail to Pearson VUE. The customer
service representatives must match documents to the correct application,
attach docun  its to the e tronic application file, and verify whether the
documentation provides the information necessary for Pearson VUE or ASD
to conduct the regulatory review of the license application.”

Exhibit 9 compares the documentation requirements for initial and
renewal /reinstatement license applications for a collection agency, a surety
bail bondsman, and an insurance producer.

son VUE is authorized to conduct regulatory review and issue licenses for the insurance industry based on business rules provid’
Department of insurance. The Agent Services Division conducts the regulatory review for all NIBE and bail bond industry licens

ations.
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ASD could reduce its regulatory review workload by denying licensure
to license applicants or licensees submitting incomplete applications to
Pearson VUE. Under state law, the Commissioner of Insurance has the
authority to set policies and procedures for issuing licenses. The
Commissioner of Insurance could direct ASD to deny licensure to applicants
unable to provide Pearson VUE with the necessary supporting documents
within 60 days. ASD could also be directed to take administrative action to
revoke licenses due to incomplete renewal applications.

The Program Evaluation Division analyzed ASD’s workload to determine
how many incomplete initial and renewal license applications were
referred by Pearson VUE. If ASD had chosen to not to review incomplete
applications, their regulatory review workload could have been reduced
by 2,391 initial license applications and 365 renewal applications. Most
incomplete initial applications were from the insurance industry;'? the bail
bond industry had the highest relative percentage of incomplete renewal
applications. Exhibit 13 shows the percentage of complete and incomplete
initial and renewal applications referred to ASD for the insurance industry,
NIBEs, and the bail bond industry during Fiscal Year 2013-14.

’ Most insurance industry initial and renewal license applications are processed automatically through Pearson YUE’s system or by
ustomer service representatives based on business rules provided by the Agent Services Division. Pearson VUE refers insurance license
Gpp"CGﬁOHS to the Agenf Services Divicinn that are incomplefe or racquire rnnulafory review hafare a license ~on he icaiad
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licensees on the quality of licensing services so that information can be used

to make process improvements. ‘

In summary, the Program Evaluation Division identified two instances where
ASD repeats licensing procedures performed by Pearson VUE. ASD verifies
the criminal misdemeanor and civil judgment checks for bail bond industry
licenses performed by Pearson VUE. ASD also continues to notify license
applicants that their initial and renewal license applications are incomplete
after Pearson VUE has already sent two notices. The Department of
Insurance could save money if ASD discontinued its review of incomplete
initial and renewal license applications. However, ASD states that it reviews
incomplete applications to provide good customer service and ensure all
license applicants and licensees are treated fairly.

Finding 3. The Department of Insurance has improved licensure services
through outsourcing, and the Agent Services Division continues to work
with Pearson VUE to address licensee concerns.

The Department of Insurance’s (DOI's) implementation of the Pearson VUE
contract to provide licensing administrative services involved a gradual
transition. The Agent Services Division (ASD) and Pearson VUE needed time
to finalize business rules for processing license applications and renewals.
Pearson VUE also had to establish an office in Raleigh to handle the scope
of services and begin development of electronic online applications for
non-insurance applications interfacing with the NC license database.
Initially, Pearson VUE processed renewal license applications for the bail
bond industry and non-insurance business entities (NIBEs) using a paper ‘
process. Pearson VUE’s roll-out of online processing of initial license and
renewal applications for the bail bond industry and NIBEs began in
December 2012 and was completed in April 2014. Exhibit 15 provides a
timeline for major implementation milestones for the Pearson VUE contract.
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fees for address notification violations increased to $152,775 during Fiscal
Year 2013~14.

Since contracting with Pearson VUE, ASD is able to comply with the
state law requiring timely deposit of receipts. In 2003, the State Auditor
found that ASD was unable to deposit receipts daily in accordance with the
requirements of the Daily Deposit Act. Failure to process and deposit
receipts within 24 hours exposed ASD to potential misappropriation of
funds, and the State lost the opportunity to earn interest on funds that were
not depaosited. Prior to outsourcing, ASD met these requirements by hiring
temporary employees to process licensure renewal fees. Now, Pearson VUE
collects licensure and processing fees electronically an  deposits them in
bank accounts established by the State Treasurer. DOI reimburses Pearson
VUE for the processing fees on a monthly basis. ASD still receives and
manually processes regulatory penalties. Overall, outsourcing has
increased the funds collected through electronic fund transfers and reduced
the amount of funds handled by ASD staff.

Outsourcing licensing administrative services allows ASD to focus on
regulatory review of license applications and licensee compliance with
licensure regulations. Prior to outsourcing licensing administrative services,
the heavy licensure workload required ASD licensure staff to spend more
time on licensing administrative tasks and less time on the regulatory
review of license applications. Licensing administrative tasks include
checking applications for completeness and requesting missing application
information from applicants and licenses. With Pearson VUE performing
licensing administrative tasks for initial and renewal license applications,
ASD licensure staff can concentrate on determining whether a license
applicant qualifies for initial licensure or whether a licensee continues to
meet licensure standards. Prior to outsourcing, ASD had to direct
compliance staff to assist with processing licenses and responding to
customer service calls. Compliance staff had less time to investigate
consumer complaints, determine whether a licensee had violated state
regulations, and initiate administrative action if a violation had occurred.

A comparison of ASD’s regulatory data before and after outsourcing to
Pearson VUE reveals that outsourcing enabled ASD to increase regulatory
and compliance activities. Exhibit 17 shows that most license regulatory and
compliance activities have expanded. ASD was able to handle more
complaints related to licensees during Fiscal Year 2013-14, and complaint
analysts were able to close more cases. Compliance staff held more
informal conferences with licensees under investigation and negotiated
more voluntary settlement agreements and license surrenders.
Administrative hearings, consent orders, and license revocations decreased
because ASD compliance staff spends more time investigating complaints
and building stronger cases which encourages licensees to settle voluntarily
rather than request a formal administrative hearing. ASD benefits when
staff can resolve regulatory concerns through informal proceedings such as
voluntary license surrenders or voluntary settlement agreements because
formal administrative proceedings require substantial ASD staff time and
legal assistance from the NC Department of Justice at an hourly rate of
$60. Finally, ASD’s collection of monetary penalties increased from
$96,850 in Fiscal Year 2010-11 to $161,543 in Fiscal Year 2013~14.
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NIBE and bail bond industry licensees may be less satisfied with
Pearson VUE’s licensing services because their licensure processes have
changed the most under the contract. Pearson VUE converted the paper-
based initial and renewal license applications to online applications in
stages starting with the bail bond industry, followed by NIBE licensing. The
insurance industry licensing process was already automated prior to the
Pearson VUE contract. Survey comments from NIBEs and the bail bond
industry expressed dissatisfaction with Pearson VUE's licensing
administrative services in the following areas:

e Documentation submission. The online application and renewal
process changed how NIBE and bail bond industry licensees submit
documentation. Under the paper-based application process,
licensees mailed documents to ASD. Under the online application
process, licensees have multiple options for documentation
submission including uploading, emailing, faxing, and mailing
documentation to Pearson VUE. The different methods of document
submissions require Pearson VUE customer service representatives to
match documents to initial and renewal applications. Based on
survey comments, license applicants and licensees sometimes had to
submit documents multiple times before their applications were
deemed complete and referred to ASD.

e Customer service quality. Under the contract, Pearson VUE
customer service representatives answer licensure questions for the
bail bond industry, NIBEs, and the insurance industry. Based on
survey comments from the bail bond industry and NIBEs, customer
service representatives did not always understand the licensure
requirements for their industry and provided them with
misinformation.

ASD monitors Pearson VUE’s performance to ensure that the company
meets the standards established in the contract. ASD staff monitors
Pearson VUE’s performance of administrative licensing services in various
ways including

o weekly conference calls,

® on-site meetings,

e feedback from industry representatives, and

e random sampling or quarterly spot-checks of licenses processed by
Pearson VUE.

The North Carolina Licensing Office of Pearson VUE submits weekly and

monthly license administration reports to ASD. These reports allow ASD to

address performance issues as they occur and request corrective action. In

July 2014, ASD requested corrective action related to the document

processing issues mentioned by NIBE and bail bond industry licensees in

comments, The corrective action plan required Pearson VUE to

e replace the manual faxed document procedure with a technology

upgrade to eliminate the manual scanning process and improve the
document and application matching procedures; and

e reduce staff turnover and cross-train customer service
representatives so they can provide consistent coverage of licensing
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administration for the insurance industry, NIBEs, and the bail bond

industry. ‘
Overall, ASD works with Pearson VUE and industry representatives to
ensure that the North Carolina Licensing Office of Pearson VUE provides
licensing administrative services to meet the needs of license applicants and
licensees.

ASD identified several w rs the licensing administrative services
contract can be improved when it is rebid. The contract with Pearson VUE
ends on Janvary 2, 2017. ASD identified the following improvements to the
licensing administrative contract that it intends to require in the next request
for proposal:

e Bail bond licenses. Require that new and duplicate bail bond
licenses be provided under the licensing administrative services
contract.2! Require contractor to express-mail bail bond licenses
when the bail bond licensee has not received his or her license
within 8 to 10 business days. Currently, Pearson VUE provides this
service under business rules, but ASD would prefer a contractual
reguirement.

e Call abandonme rate. Require a performance standard of 2%
or less for the abandonment rate of customer service calls. ASD has
this performance standard for its staff.

e Customer satisfaction surveys. Based on the Program Evaluation
Division's request for customer satisfaction information, require the
contractor to conduct annual customer satisfaction surveys.

¢ Complaint tracking. Require the contractor to track complaints
including how the complaint was resolved and the amount of fime
from complaint ir ation to resolution.

ASD plans to rebid this contract in mid-2015 to ensure there is adequate
time for transition if a new contractor is selected.

in summary, outsourcing licensing administrative services has reduced ASD
costs and increased revenuve. ASD has improved regulatory review of
license applications and compliance enforcement. QOutsourcing has
improved customer service for license applicants and licensees by
providing online application processing for all occupations, online email
and address updates, and electronic fee payments. ASD continues to work
with Pearson VUE to ensure that licensee needs and issues are addressed,
and has begun identifying how the licensing administrative services contract
can be improved to benefit the Department of Insurance and licensees.

21 Currently, new and duplicate bail bond licenses are provided under the separate examination contract that the Department of .
Insurc e has with Pearson VUE.
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Wayne Goodwin | Commissioner of insurance

December 17, 2014

John W. Turcotte, Director
Program Evaluation Division
NC General Assembly

300 N. Salisbury Street, Suite 100
Raleigh, NC 27603-1400

Dear Mr. Turcotte:

The North Carolina Department of Insurance appreciates the opportunity to review and
respond to the Program Evaluation Division draft report 2015-01, a study that reviews the
licensure fees for occupations regulated by the Department of Insurance which are not
directly associated with the insurance industry. Please accept this letter as the Department’s
formal response to the draft report.

The program evaluation team, led by Carol Shaw, worked directly with Deparmment staft to
conduct a thorough examination of the licensure fees in question and produced findings
along with a recommendation relating to the Department’s license administration vendor
contract and fees. The examination process leading up to this report proved to be beneficial
to the Deparument, helping to quantfy cffort vs. cost for non-insurance license processing,

. identifying opportunity areas to increase customer satisfacrion, and calculating the benefits
that the State and licensees have received due to the outsourcing of license administrative
funcuons.

The Department will work with the General Assembly and follow their lead on
implementing the recommendation of this report to issuc a request for proposal for licensing
administrative services that allows the contractor to charge different processing fees based
on the effort necessary to process licenses for the insurance industry, non-insurance business
entites, and bail bondsmen.

We are grateful to you and the staff of the Program Fvaluation Division ot the General
Assembly for the professionalism and proficiency you have shown throughout this process.
The examination and the resulting report produced by your staff have provided the
Department with valuable information relative to non-insurance licensing administration
costs and validated the benetits of continuing to outsource licensing administrative services
tor non-insurance licenses.

Yours very truly,

74% Corre ten>——

Wayne Goodwin
NC Commissioner of Insurance

1201 Mail Service Center | Raleigh, NC 27699-1201 | tel: 919.733.3058 fax: 919.733.6495 | www.ncdoi.com
An Equal Opportunity/Affirmative Action Employer )
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Licensing Processing Fees Are Inequitable;
Permit DOl Vendor to Charge Different
Processing Fees Based on Effort and Cost

A presentation to the
Senate Appropriations Committee on General Government and Information Technology

House General Government Appropriations Committee
February 21, 2015

Carol Shaw, Principal Program Evaluator

Program Evaluation Division ® North Carolina General Assembly 4]

Study Direction
* Session Law 2013-360, Section 22.6

* Directed the Program Evaluation
Division to examine the licensure
application process and licensure fees
for occupations regulated by the
Department of Insurance that are not
directly associated with the insurance
industry

Report p. 2
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Licenses Issued by the Department of
Insurance - Agent Services Division (ASD)

o 24 different licenses are issued to the insurance
industry

* 7 non-insurance licenses:

Bail Bond Industry Non-Insurance Business Entity
Licenses Licenses
* Bail Bond Runner * Collection Agency

* Surety Bail Bondsman * Motor Club Company

* Professional Bail * Premium Finance Company — Type A
Bondsman * Premium Finance Company — Type B
Report p. 3
Program Fvauation Division @} North Carolina General Assembly 2

Outsourcing Licensing Administrative
Services

* In 2011, the General Assembly authorized
DOI to contract for license processing
services and allow a contractor to charge
license applicants and licensees a
reasonable fee for services

* DOl selected Pearson VUE in December
2011 under a five-year contract to provide
licensing administrative services starting in

2012

Report p. 4

Progeany Faaluation Division @ Nerth Carolina General Assemibly 3
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ASD Verifies Criminal Misdemeanor and Civil
Judgment Checks Performed by Pearson VUE

* Systems operated by the Administrative Office
of the Courts are difficult to search because
they do not have a unique identifier and rely
on name searches

* Conducting a second review allows ASD to
monitor and verify checks performed by
Pearson VUE and ensures that an unqualified
bail bond license applicant or licensee does not
receive a license

Report np. 17-18

Program [valuation Division @ North Carolina General Assembly 12

ASD Duplicates the Notification Process
Performed by Pearson VUE

* The Pearson VUE contract requires sending two
notifications to request missing information for
license applications

* After 60 days, Pearson VUE refers incomplete
license applications to ASD

* ASD continues to request missing application
materials from license applicants:

— NIBEs and insurance license applications receive two additional
notifications

— Bail bond industry license applications receive two or more
additional nofifications

Prograny Fxaduation Division @ Nowth Carelting General Assemibly 13
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ASD Reviews Incomplete Applications to
Provide Good Customer Service

* ASD could reduce its regulatory workload
and save over $50,000 by denying
licensure to applicants or licensees
submitting incomplete applications to
Pearson VUE

* Following up ¢ ' incomplete applications
provides ASD an opportunity to ensure
customer satisfaction and receive direct
feedback from applicants and licensees on

the quality of licensing services
Report pp. 19-22

Program Evaluation Division @ North Carolina General Assembly 14

Finding 3.

The Department of Insurance has
improved licensure services through
outsourcing and continues to work
with Pearson VUE to address
licensure concerns

Program Pvaluation Division @ North Caroling General Assewhh 15
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ASD Required Pearson VUE to Correct Issues
with Customer Service Quality

ASD’s corrective action plan requires
Pearson VUE to

* upgrade technology to improve the
document and application matching
procedure

* reduce staff turnover and cross-train
customer service representatives

Report pp. 29-30

Program Evaloation Division @ Nowth Carolina General Assembly 20

Recommendation

Direct t 2 Department of Insurance
to issue a request for proposal for
a licensing administrative services
contract that allows the contractor
to char¢ 2 different processing fees
based on the cost and effort
necessary to process licenses

Program Fyaluation Division @ North Carolina General Assembly 21
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Require an Equitable Distribution of Costs for
the Licensing Administrative Services Contract

* Processing fee revenue received from the
insurance industry covers some of the cost to
process license applications for NIBEs and the bail
bond industry

* Pearson VUE varies processing fees by license
type for the Colorado Division of Insurance based
on the effort required

» Different processing fees for the insurance
industry, NIBEs, and the bail bond industry will
more equitably distribute the processing costs

Report pp. 14-15, 31

Program Evaluation [y ision @ North Carolina Genevad Assembly 22

Summary

* Pearson VUE’s licensure processing fees are
disproportionate to the relative cost of
processing different types of license
applications

* DOI has improved licensure services through
outsourcing and continues to work with Pearson
VUE to address licensure concerns

* Authorizing ASD to direct a vendor to charge
different processing fees based on effort and
cost will ensure a more equitable distribution of
costs among the industries licensed by DOI

Program byviuation Division \Q@ Notth Carclina General Assembly 23
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Report available online at
www.ncleg.net/PED/Reports/reports.html

Carol Shaw
Carol.shaw@ncleg.net
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Senate Committee on Appropriations on General Government and Informatic

‘ Technology

Tuesday, March 3, 2015 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES
The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 3, 2015 in Room 425 of the Legislative Office Building. 12 members
were present.
Senator Norman Sanderson presided.
Senator Sanderson welcomed Committee members and guests and thanked Sergeants-At- Arms,
Warren Hawkins, Doug Harris, David Leighton, Hal Roach and Terry Barnhart and pages Joshua
Kohr, sponsored by Senator Sanderson and Jordan Trivette, sponsored by Representative
Brisson.
A Department of Revenue overview was given by Daniel Sater, Fiscal Research Division.
Presentations were made to the Committee by the Department of Revenue (DOR), which
included reports from Lyons Gray, Secretary, David Roseberry, CIO/CISO, Jeff Epstein, COO,
and Elizabeth Colcord, CFO. See attachments.
The Department responded to questions from Senators Davis and Tarte and Representatives

Cleveland, Riddell, Brody, Fisher, Floyd, Pittman, Queen and Ager.

There being no further business, the meeting 2 ourned at 9:45 AM.

Mq N & M?)W

Senator Norman Sanderson, Chair Presiding Kathy Voss, Cdmmittee Clerk







Joint Appropriations Committee for General Government

Co-chairs

March 3, 2015,1 eeting Room 425LOB, 8:30AM

Representative George Cleveland

Senator James Davis

Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome and Comments

Senator Norman Sanderson, Presiding

Department of Revenue (DOR) Daniel Sater, FRD
‘ Overview
DOR Information Requested Lyons Gray, Secretary

David Roseberry, CIO/CISO
Jeff Epstein, COO

E zabeth Colcord, CFO
Department of Revenue

**Next Meeting March 4, 2015, 8:304AM

Fiscal Research Division 02/18/2015

Topic — State Board of Elections







ATTACHMENT #1

Department of Revenue

Departmental Overview

Jc  Appropriations Subcommittee for General Government

March 3v9, 2015

|0 FISCAL REsEARCH DIvISION

Outline

Department Mission and Responsibilities

Budget Overview

Major Division Jescriptions

Information Requested from DOR

|3 FiscaL Restager Division) 5 March 3. 2015

03/02/2015



Mission Statement

* Administer the tax laws and collect the taxes
due to the state in an impartial, uniform, and
efficient manner.

* Tenets:

— Easy to do business with
— Compassionate when called for

— Firm but fair

March 3. 2015

7 FiscaL Researcr Division

Roles and Responsibilities

» Enforce the tax laws and collect all taxes owed
to the state

Interpret the tax code

Handle appeals

Educate taxpayers

{3 FiscaL ResearcH Division 4 March 3. 2015

03/

2015









Taxpayer Assistance Division

* Respond to taxpayer questions

» Three levels of quest ns
— Level 1: basic questic s answered through scripted
responses, utilizes ca center employees
— Level 2: questions regarding statutes, policies, and
procedures

— Level 3: questions that require staff to research and
form an opinion on a case by case basis

ﬁj FisCAL RESEARCH DIVISE()NJ 0 March 3. 2015

Collections Division

* Manage the accounts receivable for most
General Fund taxes
— Collects taxes that are distributed back to local
governments
 Secure Unfiled/Unpaid Returns for Business
Trust Taxes
» Aiding the NC Attorney General’s office in

bankruptcy proceedings
e RN/ ara fiald hacad

| ‘g FISCAL RESEARCH vassnorxz' 10 March 3, 2015

03/02/2015
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Project Compliance Division

* Administer the tax laws and determine the
taxes due to the State

* Identify non-compliance; audit books and
records; and recover lost revenue due the State.

» ~85% of employees in this division are
auditors

£ Frscar ResearcH Divxsz(ﬂ T March 3, 2015

Documents and Payments
Processing Division

» Deposit tax receipts
— Done within 2 days in every month except April
— April: done by the end of the month

* Provide 1 1ging and data edit services
— Responsible for correcting items with errors

» Register businesses for income tax
withholding, sales and privilege license

[ﬁ FISCAL RESEARCH DIVISION

12 March 3, 2015
















ATTACHMENT #2

March 3, 2015

&

Introduction

— Lyons Gray, Secretary

Collections Case Management and TIMS Update
— David Roseberry, CIO/CISO

Corporate Modernized Electronic Filing

— David Roseberry, CIO/CISO

Updates on Call Centers

—  Jeftrey Epstein, Chief Operating Officer

Collections Assistance Fee and Staffing Analysis
— Elizabeth Colcord, Chief Financial Officer

3/2/2015



The Collections Case Management system helps
generate approximately $500 million annually for
NCDOR

System is comprised of ITAS (mainframe) and
internally developed capabilities

— ITAS: Integrated Tax Administration System

The current capability is difficult to maintain and
NCDOR is pursuing a new off-the-shelf system

Vendors were invited to demonstrate their offerings SO
NCDOR could determine market capabilities

Business Process Engineers are performing an in-
clepth analysis of current processes and making

recommendations for improvements
Currently developing a Request For Proposal (RFP)

Tentative timetable for submitting RFP to OITS is
April 2015

eServices should be completed before Collection
eServices project is initiated through legacy funding

3/2/2015
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. Funding request was submitted for Fiscal Year 16/17

to sustain operations

* New approach and strategy was developed and
approved by NCDOR management

— Smaller projects with lower risk and faster time to

delivery

— Projects such as eServices, CCM, Data Center
Migration, Risk Remediation, Notice Consolidation, and
Corporate Modernized e-Filing

annually to NCDOR |

* Corporate MeF Initiative will allow electronic
submission of Corporate and Franchise Tax Returns

* Projected estimated completion date: .
* Estimated project cost over 5 years: $2,811,673
* Estimated new revenue over 5 years: $15,000,000

* 3 year projected adoption rate: 30/50/70 |
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| . Newly trained personnel support NCDOR’s Taxpayer
Assistance and Collections Divisions

* Call center incorporates new information technology

| upgrades and modern office design




Calls Answered 47,621 55,694
Average
Answer Wait 10:30 6:11
Time

* Taxpayers preferred method of contact with NCDOR

remains live phone assistance

* NCDOR’s existing call center was established in Rocky

Mount in 2003

* NCDOR plans to relocate and modernize the call
center in Rocky Mount using the Guilford call center

asa blueprint

3/2/2015




&(e) [Use of Collections Fee]
* 2014 Avg. Collection per Month: $2.6 million
« Balance 1/31/15: $54,288,727

* Permanent Full-Time Positions: 408

— Collection Division, DPPD (Garnishments), Information
Technology, Taxpayer Assistance, Process Re-engineering,
Criminal Investigation, >cky Mount & Guilford I

Centers

* 2014-2015 Recurring Budget Funded by CA FEE

— Project Collect $19,903,530
— Criminal Investigations 228,935
— Taxpayer Call Center (Rocky Mount) 6,050,554
— Taxpayer Call Center (Guilford) 3,945,687

408 FTEs $30,128,706

* OneTime Budget

— IVR Upgrade $1,477,585
— Scanner Project 1,600,000

RYANEAYATAY

— ABC Compliance Project
$3,107,585

3/2/2015
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* Contact Information:
— Lyons Gray, Secret:
Jeff Epstein, COO
— Jerry Coble, Assist:
— David Roseberry, (
— Elizabeth Colcord,

— Nelson Freeman, L







SGT. AT ARMS
March 3, 2015

Jt. Approps. Gen. Gov and IT

Senate: Hal Roach and Terry Barnhart

House: Warren Hawkins, Doug Harris and David Leighton






Jt. Approps. Gen. Gov and IT

Senate Page:
Josh Kohr, sponsored by Senator Sanderson
House Page:

Jordan Trivette, sponsored by Representative Brisson






























Joint Appropriations Committee on General Government and Information Technology
Wednesday, March 11, 2015 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 11, 2015 in Room 425 of the Legislative Office Building. Twelve
members were present.

Senator Jim Davis presided.

Senator Davis welcomed committee members, staff and guests and thanked Sergeants-at-Arms
Warren Hawkins, Doug Harris and David Leighton, and Pages Brooke Church, Wilkes County,
sponsored by Jeffrey Elmore; Josh Kirk, Wake County, sponsored by Marilyn Avila; Yvonne
Lyle, Raleigh, sponsored by Dan Blue; Kaitlyn Avery, Winterville, sponsored by Don Davis.

Senator Davis introduced Jay Drake, Assistant State Budget Officer, Office of State Budget and
Management. Mr. Drake presented the Governor’s 2015-17 Recommended Budget for General
Government Agencies, referencing the following pages and key points:

Page 52. General Assembly
e There is a $400,000 increase to appropriation, removing a non-recurring decrease in the

Information Systems Division budget, and no other changes to the budget (Attachment
#1)

Page 54. Office of the Governor
e Changes to the base budget over the biennium include reducing requirements by $80,991
and receipts from DOT by $375.,550 for 6 positions on the governor’s staff, for a net
increase in appropriation of $294,559 (Attachment #2).

Page 55. Office of the Governor
e Change budget includes a management flexibility reduction of $110,239
e Transfers 2 positions (Military Advisor and Assistant) and $61,894 to the new
Department of Military and Veterans Affairs which will serve as the point of
coordination for other agency programs and funds whose customers include the military

or veterans. Receipts from those agencies will continue to support the department
(Attachment #3).

Page 56. Office of the Governor Special Appropriation
e Change to the base budget over the biennium reflects the end to the Race to the Top
Education Grants, reducing the budget $115 million and $117 million (Attachment #4).






Page 59. Office of the Governor — Advocacy Programs

e Creates a budget code in the Officer of Governor for Advocacy Programs, transferring
the Commission on Indian Affairs, Office for Historically Underutilized Businesses, NC
Council for Women and Domestic Violence Commission, Sexual Assault Program,
Domestic Violence Program, Domestic Violence Center, Youth Advocacy and
Involvement Office, Human Relations Commission, Martin Luther King Commission,
Non-Public Education and $11 million from the Department of Administration to
promote greater efficiency and effectiveness in service delivery. The Advocacy
programs will remain in the Governor’s Office while they are being evaluated for
potential business fit in other agencies (Attachment #5).

Page 62. Office of State Budget and Management
e Refer to Page 62 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #6).

Page 64. OSBM Reserve for Special Appropriation

e Recommends $1.5M to continue the NC Symphony Challenge Grant to promote
economic growth in the Arts.

e Recommends $2.5M for the Rallying Investors and skilled entrepreneurs for NC program
to develop and leverage existing entrepreneurial management talent and recruit v 1d
class investors and entrepreneurs to the state.

e Recommends $2.5M in FY15-16 and $5M in FY 16-17 to further leverage our university
research to attract venture capital and retain NC’s homegrown talent through the
Innovation to Jobs Initiative (Attachment #7).

Page 67. NC Housing Finance Agency
e Refer to Page 67 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #8).

Page 69. Office of the Lt. Governor
e No change (Attachment #9)

Page 72. Secretary of State
e Recommends $50,000 in recurring funding to increase temporary staff to assist with
business filings during peak season (Attachment #10).

Page 75. State Auditor
e Refer to Page 75 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #11).

Page 78. State Treasurer
e Refer to Page 78 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #12).

Page 79. State Treasurer Retirement for Fire and Rescue Workers Fund
e No recommended change (Attachment #13)






Page 81. Department of Insurance
e No recommended change (Attachment #14)

Page 83. Department of Administration
e The change to the base budget reflects a $1.4M increase to appropriation for removal of
non-recurring transfer from the E-Commerce Fund (Attachment #15).

Page 85. Department of Administration
e Refer to Page 85 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #16).

Page 90. Office of State Controller
e Recommends $494,521 in appropriation support for departmental hosting, storage and
operating costs that were previously funded by special revenue funds, and eliminates the
transfer from the Controller’s Special Fund (Attachment #17).

Page 92. Office of State Controller — Special Revenue Fund
e Refer to Page 92 in Governor’s 2015-2017 Recommended Budget for General
Government Agencies (Attachment #18).

Mr. Drake was accompanied by Barbara Bowers, Alicia James and Erin Matteson. Mr. [ ke
and Ms. Bowers (State Board of Elections) responded to questions and requests from Senators
Jim Davis, McKissick, Cleveland, Queen, Brown, Sanderson, Riddell, Tarte, Floyd, and Pittman.
Senators Tarte, McKissick and Floyd offered comments.

Adjourn

d : \ ( EaNt} l b St L2
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Kaye Cutberson, Committee Clerk
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Principal Clerk
Reading Clerk

SENATE
NOTICE OF JOINT COMM [TEE MEETING
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The Senate Committee on Appropriations on General Government and Information Tecl >logy
will meet at the following time:

DAY DATE TIME ROO!

Wednesday March 11, 2015 8:30 AM 425 LOB

This will be a joint meeting with Senator Jim Davis presiding.

Senator Jim Davis, Co-Chair
Senator Norman W. Sanderson, Co-Chair






Joint Appropriations Committee for General Government
March 11, 2015, Meeting Room 425L0OB, 8:30AM
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Co-chairs

nepresentative George Cleveland
Senator James Davis
Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome and Comments Sen. Jim wavis, presiding

Review of The Governor’s

‘{ecommended Budget Jay Drake, Assistant State Budget Officer
Office ¢ State Budget and Management

**Next Meeting March 12, 2015

Department of Administration

Fiscal Research Division 03/11/2015
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ATTACHMENT #3 2 g
Recommended Changes for Office of the Governor (13000} % %
2015-2016 2016-2017 2 &
Recurring Non Recurring Recurring Non Recurring 3 o
Changes Changes Total Changes Changes Total 33
1. Management Flexibility Reduction %_ g
Provides management flexibility in offering reductions equal to 2% of the budget. Req $  (110,239) § - §  (110,239) $§  (110,239) § - §  {110,239) 2«
Rec§ - 3 -8 - 8 - 8 -8 - o &
Appr $  (110,239) $ - $  (110,239) $  (110,239) $ - $  (110,239) S
Pos 0.000 0.000 0.000 0.000 0.000 0.000 “8'
I
2. NCGEAR - Unite Military and Veterans Programs =4
Transfers two positions within the Governor's Office, the Military Advisor and Assistant, to the newly Req $ (61,894) $ - s (61,894) $ (61,894) $ - S (61,894) 7
created Department of Military and Veterans Affairs. The consolidation of veterans and military support Rec__$ -8 - S S - 8 - $ - ~
programs into one Cabinet-level agency is intended to promote coordination of programs fora e Appr $ (61,894) 3 -8 wepd]$ (R1794) § -8 (61,894)
military members, families, and communities, protect the military mission in North Carolina, heighten Pos (2.000) 0.000 {2.000) 100) 0.000 {2.000)
awareness of resources available to Veterans, and support the NC4Vets initiative which seeks to make
North Carolina the "State of Choice for Veterans." The Department will serve as the point of coordination
for other agency programs and funds whose customers include the military or veterans. Receipts from
those agencies will continue to support the functions of the new Department.
Total Requirements S {172,133) $ -8 (172,133) § (172,133) §$ - S (172,133)
J Total Receipts $ 3 - S - $ -8 -3 -
Total Appropriation S (arcyaooy 3 -8 (172,133) §  (1,.,133) § -8 (172,133)
Total GF Positions - {2.000) 0.000 {2.000) {2.000) 0.000 {2.000)
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Recommended Changes for Office of State Budget and Management (13005)

ATTACHMENT #6

2015-2016 2016-2017
Recurring  Non Recurring Recurring  Non Recurring
Changes Changes Total Changes Changes Total
1. Data-Driven, Strategic Approach to Economic Impact Analysis
Acquires enterprise economic impact modeling software to better inform and more comprehensively Req $ -8 500,000 S 500,000 $ 100,000 S -8 100,000
analyze the state and local economic impacts of policy proposals, economic development proposals, and Rec _$ - 8 - S L) -8 - 3 -
support data-driven distributions of funds and projects. Appr 3 -8 500,000 3 500,000 $ 100,000 3 -8 100,000
Pos 0.000 0.000 0.000 0.000 0.000 0.000
2. Cost Savings From Maintenance Agreements and Workload Consolidation
Cost savings associated with renegotiated software maintenance agreements and a vacant businessand Req $  (149,632) $ - $ (149,632) S (149,632) $ -5 (149,632)
technology analyst position reduction. Rec $ - S - $ -5 - S -8 -
Appr S (149,632) S - S (149,632) S  (149,632) $ - %5 (149,632)
Pos (1.000) 0.000 (1.000)° (1.000) 0.000 (1.000)
3. NCGEAR - Impiement and Monitor Reforms
Institutionalizes the NC GEAR initiative in OSBM by establishing a team to develop and implement new ~ Req $ 872,000 $ - $ 872000 $ 872,000 $ - $ 872,000
initiatives and to manage and evaluate the initiatives already underway. Provides necessary oversight ~ Rec % ) ) -5 -3 - 3 -
and structure to ensure successful implementation. Promotes culture of ongoing improvement within Appr 5 872,000 $ -8 872,000 $ 872,000 $ -8 872,000
State government through a continuous process for identification, development, implementation, and Pos 7.000 0.000 7.000 7.000 0.000 7.000
assessment of reforms and efficiencies.
4. NCGEAR - Ensure Grants are Strategic
Establishes a central grants management function in OSBM to improve administration of federal and Req $ 71,000 $ -5 71,000 $ 71,000 $ -5 71,000
private grants. Provides staff to coordinate resources across agencies to expand training opportunities, ~ Rec__$ - 8 - S - $ - S - 8 Z
improve financial management, and align grant applications with state priorities. Improves Appr 3 71,000 $ -8 71,000 % 71,000 $ -8 71,000
understanding of how federal grants interact to enhance North Carolina’s ability to pursue reforms. Pos 1.000 0.000 1.000 1.000 0.000 1.000
5. NC GEAR - Budget Funds Strategically ‘
Provides resources to continue development of program budgeting and strategic planning efforts. Req $ -5 150,000 $ 150,000 $ -8 - S -
St orts further development of the tools necessary to integrate budget and performance information  Rec__$ $ - 8 -5 - S -3 d
into day-to-day management and decision-making and to make information accessible to the publicona APPF $ -8 150,000 5 150,000 % -8 -8 3
regular basis. Pos 0090 0.000 0.000 0.000 0.000 0.000
Total Requirements $ 793,368 $ 650,000 $ 1,443,368 $ 893,368 $ - 893,3§8
Total Receipts $ - § -8 - $ -8 - S -
Total Appropriation s 793,368 S 650,000 $ 1,443,368 $ 893,368 $ -8 893,368
Total GF Positions " 7.000 N nnn 7 nnn —_— 7900 0.000 7.000
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Recommended Changes for Department of Secretary of State (13200)

ATTACHMENT #10

2015-2016 2016-2017
Recurring  Non Recurring Recurring  Non Recurring
Changes Changes Total Changes Changes Total
1. Additional Temporary Staff

Increases funding for temporary staff to assist with business filings during the annual peak season Req $ 50,000 $ - 50,000 S 50,000 $ -8 50,000

{March-May). Rec  $ - S - - S - S - S -
Appr $ 50,000 $ - 50,000 $ 50,000 $ -8 50,000
PoS 0.000 0.000 0.000 0.000 0.000 0.000
Total Requirements - $ 50,000 $ - 50,000 $ 50,000 $ -8 50,000

Total Receipts $ -8 - -8 -8 -8 -
Total Appropriation $ 50,000 '$ - 50,000 $ 50,000 $ -8 50,000
Total GF Positions ) 0.000 0.000 0.000 0.000 0.000 0.000
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ATTACHMENT #11
Recommended Changes for Office of the State Auditor (13300)
2015-2016 2016-2017
- neudPring Non Recurring Recurring Non Recurring
Changes Changes Total Changes Changes Total
1. Staffing Adjustments
Adjusts the number of vacant positions within the Office's Field Audit Division. Req $  {227,445) $ - {227,445) $  {(227,485) $ - % {227,445)
: Rec S -8 - -8 - 8 -8 -
Appr §  (227,445) § - (227,445) §  (227,445) $ - S (227,445)
Pos {(2.000) 0.000 (2.000) {2.000) 0.000 (2.000)
Total Requirements $ (227,445) $ - (227,445} $ (227,445) § -8 (227,445)
Total Receipts $ - 8 - - S - § - S -
Total Appropriation S  (227,445) $ - (227,445) &  {227,445) § - $  (227,485)
Total GF Positions {2.000) 0.000 {2.000) (2.000) 0.000 {2.000)
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ATTACHMENT #12
Recommended Changes for Department of State Treasurer (13410)
2015-2016 2016-2017
Recurring  Non Recurring Recurring  Non Recurring
Changes Changes Total Changes Changes Total
1. Portfolio Manager Position
Provides an additional position in the Investments Division. The Portfolio Manager position will assess Req $ 175952 $ 6,000 $ 181,952 $ 175,952 S - S 175,952
operational risk management strategies, analyze risk measurement data and oversee compliance with ~ Rec  $ - S - S - S - s - S -
policy and general statutes. Appr $ 175,952 $ 6,000 $ 181,952 $ 175,952 $ - S 175,952
Pos 1.000 0.000 1.000 1.000 0.000 1.000
2. Operating Budget Adjustment - Investments
Adjusts operating budgets in the Investments Division. Req $  (125451) $ - $  (125451) S (125451) $ - $ (125451)
Rec S - S - S -8 - S - S -
Appr $  (125451) $ - S (125451) S (125451) $ - $  (125,451)
Pos 0.000 0.000 0.000 0.000 0.000 0.000
3. Operating Budget Adjustment - Banking )
Adjusts operating budgets in the Banking Division. Req $ (63,264) $ -8 (63,264) $ (63,264) $ - S (63,264)
Rec $ - S - $ -8 - $ - $ -
Appr S (63,264) $ - S (63,264} $ (63,264) $ - S (63,264)
Pos 0.000 0.000 0.000 0.000 0.000 0.000
Total Requirements $ (12,763) $ 6,000 $ (6,763) $ (12,763) $ - 8 {12,763)
Total Receipts $ -8 -8 -8 .8 -8 -
Total Appropriation $ (12,763) $ 6,000 $ (6,763) $  (12,763) $ - 8 (12,763)
Total GF Positions 1.000 0.000 1.000 1.000 0.000 1.000
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ATTACH M E NT #16 2015-2016 2016-2017
Recurring  Non Recurring Recurring  Non Recurring
Changes Changes Total Changes Changes Total

8. NC GEAR - Unite Military and Veterans Programs: Transfer Veterans Affairs and State Veterans Home
Program to a new Department of Military and Veterans Affairs

" Enhances North Carolina's focus on and services to the military and those who have served our country  Req  $ (59,425,822) $ - $(59,425,822) § (59,425,822) $ - $(59,425,822)
through a united, Cabinet-level agency. Transfers the Veterans Affairs Program and the State Veterans ~ Rec__$ (52,649,429) $ - $(52,649,429) $ (52,649,429) $ -5 (52,649,429)
Home Program from the Department of Administration to the newly created Department of Military and Appr $ (6,776,393) 3 -8 76,393) $ (6,776,393} $ - % (6,776,393)
Veterans Affairs. The consolidation of veterans and military support programs into one Cabinet-level Pos {79.670) 0.000 (79.670) (79.670) 0.000 (79.670)
agency is intended to promote coordination of programs for active military members, families, and
communities, protect the military mission in North Carolina, heighten awareness of resources available
to Veterans, and support the NC4Vets initiative which seeks to make North Carolina the "State of Choice
for Veterans." The Department will serve as the point of coordination for other programs and funds
whose customers include the military or veterans.

!

9. NC GEAR - Transfer Advocacy Programs
Streamlines the mission of DOA in order to promote greater efficiency and effectiveness in service Req $ (14,984,536) $ - $(14,984,536) S (14,984,536) S - $(14,984,536)
delivery. Transfers advocacy programs to the Governor's Office pending further review. Rec $ (3914,212) $ -5 (3914212) $ (3,914,212) $ -5 (3914,212)
Appr § (11,070,324) $ - $(11,070,324) $ (11,070,324) $ - $(11,070,324)
Pos (42.035) 0.000 (42.035) (42.035) 0.000 {42.035)
8 Total Requirements $ (74,861,449) $ 275,000 $ (74,586,449) $ (74,761,449) S - % (74,761,449)
- Total Receipts $ (56,563,641) $ - % (56,563,641) $ (56,563,641) S - % (56,563,641)
Total Appropriation $ (18,297,808) $ 275,000 $ (18,022,808) $ (18,197,808) $ - $ {18,197,808)
Total GF Positions (124.205) 0,000 (124.205) {124.205) 0.000 (124.205)
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ATTACHMENT #18
Recommended Changes for Office of the State Controller - Special (24160)
2015-2016 2016-2017
Recurring  Non Recurring Recurring  Non Recurring
Changes Changes Total Changes Changes To
1. Operating Budget Adjustment - Special Fund
Eliminates transfer between the special and general fund budget codes. Appropriates funding on a Req &  (494,521) $ - $ (494521) $ (494)521) § - % (494,521)
recurring basis, to support operating costs within the Office, which are reflected in State Controller's Rec 5 -3 ) -5 -8 ) b
General Fund budget code, 14160. Appr § 494521 $ - S 494521 § 494,521 - $ 494521
Pos 0.000 0.000 0.000 0.000 0.000 0.000
Total Requirements $  (494,521) $ - §  (494,521) $  (494,521) $ - $  (494,521)
Total Receipts $ - $ - $ -8 - $ -8 -
Total Change in Fund Balance S 494,521 $ - $ 494,521 $ 494,521 $ -8 494,521
Total NGF Positions 0.000 0,000 0.000 0.000 0.000 0.000
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Senate Committee on Appropriations on General Government and Info. ati
Technology
Tuesday, March 17, 2015 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES
The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 17, 2015 in Room 425 of the Legislative Office Building.
10 members were present.
Senator Norman W. Sanderson, Chair, presided.
Senator Sanderson welcomed Committee members and guests and thanked Sergeants-At- Arms,
Warren Hawkins, Doug Harris, David Leighton, Matt Urban, Larry Hancock and pages Gesehe
Barg, sponsored by Senator Rucho and Bryson Hill, sponsored by Representative ller.
An Ethics Commission overview was given by Cara Bridges, Fiscal Research Division.
Presentations were made to the Committee by the North Carolina Ethics Commission, which
included reports from Perry Newson, Executive Director and Pam Cashwell, Assistant Director.
See attachments.
The Commission responded to questions from Senators Sanderson and Davis and

Representatives Brown, Cleveland, Pittman, Queen, Watford, Floyd, and Brody.

There being no further business, the meeting adjourned at 9:38 AM.

N Keerr s 2 oco

Senator Norman W. Sanderson, Chair Presiding ~ Kathy Voss, CYmmittee Clerk







Principal Clerk
Reading Clerk

SENA. L
NOTICE OF . JITTFE MO LTINS
AND
BIr T ¢pHNSOP VOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROOM

Tuesday March 17, 2015 8:30 AM 425 LOB

This is a joint meeting and will be chaired by Senator Sanderson.

Senator Jim Davis, Co-Chair
Senator Norman W. Sanderson, Co-Chair






Joint Appropriations Committee for General Governme..:
' March 17, 2015, Meeting Room 425 LOB, 8:30AM

Co-chairs —

Representative George Cleveland
Senator James Davis
Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome and Comments Sen. Norman Sanderson, presiding
Ethics Commission Overview Cara Bridges, FRD

Ethics Commission Executive Director Perry Newson
Information Requested NC Ethics Commission

Assistant Director Pam Cashwell
NC Ethics Commission

**Next Meeting March 18, 2015, 8:30AM

Topics — Olffice of Administrative Hearings & Olffice of State Controller

Fiscal Research Division 03/17/2015

























Ethics Commission - Complaints &
Inv _stigations

* Receive and investigate complaints alleging unethical
conduct against public servants, legislators, legislative
employees, and judicial officers

» Receive and investigate complaints alleging violations of
portions of the lobbying law, including the gift ban
— Secretary of State investigates violations or registration and
reporting requirements

» Commission received 190 complaints and inquiries in
2014

gg‘j Fiscat RESEARCH {:)!\!;Si(f)?\il 13 March 17, 2015
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ATTACHMENT #2

Si1Aie ET.IICS COMMISSION

Presentation to the
Appropriations Committee on General Government

March 17, 2015 - 8:30 am — Room 425 LCu






Ch: pter 138A.
State Government Ethics Act.

Article 1.

General Provisions.

§ 138A-9. Staff and offices.

The Commission may employ professional and clerical staff, including
an executive director. The Com ission shall be located w :hin the
Department of Administration for administrative purposes only, but
shall exercise all of its powers, including the power to employ, ¢ ‘ect, and
supervise all personnel, independently of the Secretary of
Administration, and is subject to the direction and supervision of the
Secretary of Administration only with respect to the manage ent
functions of coordinating and reporting. (2006-201, s. 1.)



§ 138A-28. Review and evaluation of statements of economic interest.
(a) The Commission shall receive and review statements of economic intercst pursuant
to G.S. 138A-10(a)(4) and shall evaluate pursuant to G.S. 138A-28(b) whether (i) the statements

conform to the law and the rules of the Commission, and (ii) the financial interests and other -

information reported by prospective and actual covered persons ~~ ~+heve ~2quired to file reveal
actual or potential conflicts of interest.

(b) The Commission shall evaluate each initial filing as provided in G.S. 1324 22(a),
subsection-{a)-of-this-section: Beginning July 1, 2013, the Commission shall establish a biennial
cycle for evaluating ~~hsequent’ '~ ~tatements of economic interest.

(©) Notwithstanding subsecuion (b) of this section, statements filed by the following
prospective and actual public servants and -other filers shall be evaluated on an annual basis:

(D The University of North Carolina Board of Governors, subject to G.S. 138A-
24(1).

2) The State Board of Community Colleges, subject to G.S. 138A-24(f).

3) The North Carolina Utilities Commission.

©)) The North Carolina Industrial Commission.

(5)  The Metropolitan Planning Organizatior~ ~1d the Rural Transportation
Planning Organization Technical Advisory Committees --Supplementat
statemnents-filed-subject pursuant to Chapter 136 of the General Statutes.

(6)  Any other board or commission whose members are elected or confirmed by
the General Assembly.

(d) Notwithstanding subsections (a) and (b) of this section, statements of economic
interest filed by Constitutional officers of the State and individuals elected or appointed as
Constitutional officers of the State prior to taking office shall be evaluated as to the elected or
appointed office every four years upon election or appointment to office.

{ey——-~A-publie-servant-whe strraHanesusty—serves-on-mere-than-ene-covered-board-may
ﬁi&%&%&%@%&%ﬁ%&%&&%ﬁ%ﬁ%&ﬁ&%&ﬁ%&%ﬁ%

® Nothing in this section shall be construed to impair the Commission's duties and

authority under G.S. 138A-25. and G.S-138A26—2013-360,5-30:4(b))




BIENNIAL SEI EVALUATIONS

Background:

»> 7000 People ~-~-=~in a role that requires them to file an SE| 1nually.

» 1000 New filers annually (¢ ployees, board/commission appt tees,
judges, candidates, etc.). Many of these require evaluation before
the person can start their position.

10,639 SEls received in 2014, (This includes multiple forms by ot [,

supplements, etc.)

> 6000 Filers for whom an SE must be eval**~*~~. (e.g. employees,
boards/commission members, but not judicial officials or
legislators).

July 2013: New legislation [SL 2013-360] directed the SEC to set up a biennial
schedule for evaluating most of the more an 6000 SEls received annually that
required an annual SE! evaluation. Note: Some boards/commissions still require annual
review,

Board-to-Board Transfers: It also permits a person serving on one covered boa o
leave that board and begin service on another board without filing a “new” or *long  'm
SEIl and being evaluated to determine the potential conflicts for service on the new
board.

¢ Biennial Evaluation Schedule:
o 2014: All boards and commissions (except Community Colleges (CC) and
University Boards of Trustees (BOTs)) + MPO/RPO members [2819].
o 2015: All covered employees including University and CC employees,
plus CC and University BOTs + MPO/RPO members. [3218]
o Add to each year the 1000 new employees and appointees.

s Workload impact:
o Greatly improved the Commission staff's ability to fulfill the statutory
requirements for annual evaluation.

¢ Issues Caused by Decreased Scrutiny

o None we are aware of arising out of the biennial schedule.

o Board-to-Board transfers without evaluation circumvents the purpose of
the evaluation process and does not work well with the biennial schedule
because a person could avoid evaluation for several years.

o Recommending a statutory revision to the Legislative Ethics Committe  fo
remove the Board-to-Board waiver provision. (attached)



ONLINE FILING AND PUBLIC ACCESS TO SEls
Background:

e Electronic Filing of SEls—Beginning in 2012
» 2012; approx. 1400 electronic filings.
» 2013: approx. 3000 electronic filings.
» 2014: approx. 4000 electronic filings.

¢ Public Access to SEls
o July 2014, the Commission launched a program which permitted the
public to access and search SEls online. Various customer groups raised
concerns regarding their personal contact information being available to
the public in an online database.

o August 2014, the accessibility was temporarily halted. Staff conducted a
top to bottom review of the SEI form to add clarity and also create a form
designed to protect privacy in the online access platform.

o February 2015, the public access site was re-launched providing access
only to 2015 and future SEls. Personal contact information is no fonger
accessible online, although it is a public record.

o Workload impacts
o Electronic filing helps relieve a very cumbersome manual process of
reviewing, scanning and entering data from paper SEls. We still receive
more than 6000 paper SEls annually.

o Public access will ultimately help with our cur 1t workload in responding
to public records requests.

* Many requests are for multiple years so the workload impact will be
felt more in future years.




OVERVIEW OF TELEPHONE LINE PROBLEMS

‘ Background:

Etl :s Commission is located in the Capehart Crocker House on Blount St. We
have experienced varying degrees of telephone issues for several years.

We have been told that the underground phone lines are antiquated and
wrapped in paper. When it rains they sometimes get wet, and it affects our
phone service.

Our Nortel phones are obsolete, so getting replacement parts has become a
challenge.

We have been working with OITS since October of last year to get estimates for
a replacement system.

OITS is working with ATT to determine if ATT will cover the cost for
repairing/replacing our existing copper cabling. This would not be *__ »r optic
cabling, and thus would not bring us up to current industry standards.

OITS reports that optimally we would get fiber optic cabling outside, new wiring
inside, and new phones.

We do not yet have an estimate an  while our phones are operating, this issue
will have to be addressed in the near future.
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Joint Appropriations Committee on General Government and Information Tech1 ogy
Wednesday, March 25, 2015 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES

~ e Joint Legislative Committee on Local Government and Information Technology met on
Wednesday, March 25, 2014 at 8:30 AM. The meeting was held in Room 425 of the Legislative
Office Building. There were twelve members present.

Senator Jim Davis presided. Kaye Culberson served as Committee Clerk. Kathy Voss, Co-Clerk
was also present.

Senator Davis welcomed committee members, staff and guests and thanked Sergeants-at-Arms
Warren Hawkins, Doug Harris, David Leighton, Steve Wilson, Marcus Kitts, and Pages Anna
Auman (Richmond, sponsored by Senator Mclnnis), Noah Onjes (Wake, sponsored by Senator
Stein), Amruthansh Sriperumbudur (Wake, sponsored by Senator Barringer), Evan King (Wake,
Sponsored by Representative Jackson), David Kostenberger (Wake, sponsored by Representative
Malone), and Kenny Luck (Wake, sponsored by Representative Jackson).

Senator Davis introduced Lisa Hollowell, Fiscal Research Division, who presented an Office of
State Human Resources Departmental Overview (Attachment #1). She reviewed authorizing
laws and responsibilities, the Department’s Vision and Mission, organizational chart, and budget
overview including “Special Funds™ and “Temporary Solutions”.

Senator Davis introduced Neal Alexander, Director, Office of State Human Resources, who
introduced HR staff accompanying him (Margaret Duke, Mike Cline, Jenn McGinnis, David
Pierce, Pam Bowling, John Bogner, Charene Shabazz, and David Prickett). Mr. Alexander
presented a report from the Office of State Human Resources Appropriations Subcommittee for
General Government (Attachment #2). He covered their Vision, key NCGEAR
recommendations, Applicant Tracking System, Reorganization Through Reduction process, new
statewide compensation system, performance management program, and learning management
system.

Ms. Hollowell and Mr. Alexander responded to questions and comments from Representatives
Queen, Floyd, Cleveland, Brown, Ager, Watford, and Brody and Senator Davis.

There being no further business, the meeting adjourned at 9:50 AM.
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Reading Clerk

Corrected #1: Change in Chair

SENA . &
NOTICE OF JOINT COMMITTEE MEETING
AND
R T ¢pNNENR NOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE 1T VIE ROOM

Wednesday March 25, 2015 8:30 AM 425 LOB

State Office of Human Resources will present.

Senator Jim Davis will serve as Chair.

Senator Jim Davis, Co-Chair
Senator Norman W. Sanderson, Co-Chair






Joint Appropriations Committee for General Government
March 25, 2015, Meeting Room 425L0B, 8:30AM

Co-chairs —

Representative George Cleveland
Senator James Davis
Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome and Comments

Office of State Human Resources
. (OSHR) Departmental Overview

OSHR Information Requested

Sen. Jim Davis, Presiding

Lisa Iollowell, FRD

Director Neal Alexander
Office of State Human Resources

**Next meeting: March 26, 2015, 8:30 AM

Fiscal Research Division 03/25/2015

Topic: State Treasurer









Offi.  of State Human Resources 03/23/2015

Office of State Human Resources
Authorizing Laws & Responsibilities

* § 126-2. State Human Resources Commission.

» § 126-3. Office of State Human Resources established and
responsibilities outlined

* § 126-4. Powers and duties of State uman Resources
Commission

: ALR - ASION
lﬂ Fiscar REsEARCH DIviSION 3 March 25, 2015

Office of State Human Resources
Vision and Mission

e V1s10n — The Office of State Human Resources (OSHR) serves as the
“Center of Human Resources Expertise” for the State of North Carolina
through an integrated, professional Human Resources Function that is
collaborative, strategic and customer focused, allowing state government to
attract, retain, develop, and motivate a high-performing, diverse workforce.
(OSHR Website)

» Mission - In compliance with the North Carolina Human Resources
Act and with accountability to the Governor and the North Carolina Human
Resources Commission, to provide high quality human resources services
that enable agencies and universities to attract, motivate, develop and retain
a competent, diverse workforce to meet their business objectives.

[ FISCAL nesimner DIVISION 4 March 25, 2015













fice « State Human Resources 03/23/2015

Questions?

0 feca .RESF'}:RSTR‘YES?EQ% 1 March 25,2015

Office of State Human Resources
Authorizing Laws

* GS 126.3 Creates the Office of State Human Resources
— Places the agency under the Department of Administration

— Operate independent of control by the Secretary of
Administration

— Human Resources Director, appointed by the Governor and
subject to the supervision of the Commission

— Carry out the direction of the Commission in compliance with
laws of the Human Resources Act

[1:1 FISCAL RESEARCH DHVISION 12 March 25, 2015







Offi of State Human Resources 03/23/2015

Office of State Human Resources
Responsibilities, continued

Improve Government Performance and Efficiency
+  Provide consultation to agencies
e Settle workplace disputes
*  Administer discipline with goal of minimizing agency liability and costs

«  Serve as mediator between supervisors and employees in cases of complaints and employees’
grievances

e Assist with strategic planning and development of performance measures

¢ Assist with succession planning
*  Assists Local Governments (salary plans, position classifications, policy interpretation)
Assist agencies and universities attract, develop and retain a competent and diverse workforce
*  Promote equal employment opportunity and provide training
*  Monitor compliance with State laws and review and approve agency EEO plans

»  Report on workforce data, conduct investigations, and assist with agency-specific unmet needs

15 March 25, 2015

‘VG FlSQ\L noacarCH Division

Office of State Human Resources
Responsibilities, continued

»  Assist agencies with administration of the following:
—  Workers’ compensation program
- NC Flex
—  Wellness & Safety and Health Program
- Work-Life Programs

» Teleworking, flexible work schedules, suggestion incentives, employee discount
programs

«  Maintain Office of State Human Resources website

*  Conduct research and data analyses to assist workforce planning
e Maintain the State’s classification and compensation system
— Salary Grade
» Positions are assigned a numerical classification that corresponds to a specific
salary range
— Career-banding Systems
» Bases compensation on competency, performance, and development
»  Perform market analysis related to the classification and compensation systems
»  Prepare an annual report on compensation and benefits for state employees

10 March 25, 2015








































Wednesday, [arch 25
APPROPRIATIONS

GENERAL
GOVERNMENT
(JOINT)

Name

Evan King
David Kostenberger

Kenny Luck

Room
425

Countv

Wake
Wake

Wake

Time
8:30 am

Sponsor

Darren G. Jackson
Chris Malone

Darren G. Jackson




































(

()

Senate Committee on Appropriations on General Government and Informati
Technology
Tuesday, March 31, 2015 at 8:30 AM
Room 425 of the Legislative Office Building

MINUTES

The Senate Committee on Appropriations on General Government and Information Technology
met at 8:30 AM on March 31, 2015 in Room 425 of the Legislative Office Building.
13 members were present.

Senator Norman W. Sanderson, Chair, presided.

Senator Sanderson welcc  :d Committee members and guests and thanked Sergear -At- Arms,
Warren Hawkins, Doug Harris, David Leighton, Giles Jeffries, Terry Barnhardt and pages
Maddie Dyson, sponsored by Representative Faircloth and Annabelle Webb and Lily
Richardson, sponsored by Senator Bryant, Kayla Childress, sponsored by Senator Brown, Collin
Miller, sponsored by Senator Van Duyn and Drew West, sponsored by Senator Apodaca.

A North Carolina Housing Finance overview was given by Cara Bridges, Fiscal Research
Division.

Presentations were made to the Committee by the North Carolina Housing Finance Agency,
which included a report from A. Robert Kucab, Executive Director. See attachments. The
Agency fielded questions from Senators Davis and Tarte and Representatives Floyd, Brown,
Fisher and Queen.

The Governor’s Office & Office of State Budget Management Agency Overview was presented
by David Brown, Deputy Director for Budget, Jay Drake, Assistant State Budget Officer and Joe
Coletti, Deputy Director for NC GEAR. See attachments.

The Offices responded to questions from Senators Sanderson and Tarte and Representatives

Cleveland, Riddell, and Floyd.

There being no further business, the meeting adjourned at 9:57 AM.

Jer - Coede . KWTJ&M/

Senator Norman W. Sanderson, Chair Presiding Kathy Voss, Committee Clerk







Principal Clerk
Reading Clerk

SENATE
NOTICE OF JOINT COMM. s TEE MFFTING
A I\I_]-)—
RIT I GPOANGND NOTICE

The Senate Committee on Appropriations on General Government and Information Technology
will meet at the following time:

DAY DATE TIME ROO!

Tuesday March 31, 2015 8:30 AM 425 LOB

Senator Sanderson will chair. Presentations by Housing Finance, Office of Governor and OSE

Senator Jim Davis, Co-Chair
Senator Norman W. Sanderson, Co-Chair






Joint Appropriations Committee for General Government
.’ March 31, 2015, Meeting Room 425 LOB, 8:30AM

Co-chairs

Representative George Cleveland
Senator James Davis
Representative Rayne Brown
Senator Norman Sanderson
Representative Dennis Riddell

Welcome & Comments Sen. Norman Sanderson, p1 sidir
NC Housing Finance Agency Cara Bridges, FRD

@ Overview
NC Housing Finance Agency Executive Director A. nobert Kucab

NC Housing Finance Agency

Governor’s Office & David Brown, Deputy Director for Budget
Office of State Budget and Management Jay Drake, Assistant State Budget Officer
Agency Overview Joe Coletti, Deputy Director for C GEAR

Fiscal Research Division 03/31/2015






ATTACHMENT #1

North Carlina Housine Finan
Agency

Departmental Overview

Joint A )propriations Subcommittee on General Government

March 31, 2015

&Jﬂjl ounL neocARCH DIVISION

| A Staff’ Agency of the North Carolina General Assembly

e




Housing Finance Agency
Outline

Authorizing Laws & Responsibilities
Agency Mission Statement

Budget Overview

Information Requested

AL RESEARCH DiVISION March 31, 2015
wency of the Nand Crrolive Dienernd Aswmbly 2




Housing Finance Agency
Authorizing Laws & Responsibili‘ies

« § 122A NC Housing rinance Agency
e § 122t — Housing Trust Fund

« §15/-9.2 & Article 11 of § 45— Mortgage loans &
® foreclosures

Fiscat RESEARCH DiviSION 3 March 31, 2015
A btal? Agemy of the Nonh Camling Cenernl Assembly



Housing Finance Agency
Mission Statement

« To create affordable housing opportunities for
North Carolinians whose needs ar. not met by

the market

March 31,2015




Housing Finance Agency

Jud~et Overview
 Actual expenditures are far greater than State
appropriations
« HFA utili.es public-private partnerships

@® . General Assembly makes appropriations to fund
specific programs; money goes directly into
“bricks and mortar”, not operating expenses

e FY 2014-15 FTE count: 127

1T FiscAL RESEARCH DIVISION 5 March 31,2015
¢ A& Seaf? Ageney of the North Caraling General Axsemily






Housi 1g Finance Agency
Information Requested

- Agency funding overview; total requirements

- Program overview  Workforce Housing ' oa .
Program

@ - Governor’s proposed budget regarding Standard and
Poor’s settlement money:

- HOM.. Match
- Hous' 1g Trust Fund

- Workforce Housing Loan Program

O FiscaL ResearcH DivisioN March 31,2015
2 A Stadf Agenvy of the North Carolina {leneral Asaembly 7



Questions?

-1SCAL RESEARCH D1vISION g March 31,2015

Seaff Agency of the Nonth Castiing Gapernd Asembly




Housing Finance Agency
P1 bl c-private Partnerships

Investors—individuals, corporations, funds, syndicators
+  Purchase mortgage-backed securities and tax exempt bonds that finance homes and apartments

» Invest in Housing Credit developments by purchasing the federal tax credits

Banks and mortgage companies
»  Originate and service FirstHome and Home Advantage mortgages

' +  Provide construction and permanent loans for Housing Credit developments

»  Assist delinquent borrowers in accessing the N.C. Foreclosure Prevention Fund

Builders, remodelers, and developers
+  Plan and build homes and apartment ~ ach new home generates 5 jobs

»  Manage and maintain apartments

*  Repair substandard homes and provide energy upgrades

Source: NC Housing Finance Agency

FiscAL RESEARCH DiviISION 9 March 31, 2015

i A Keat’ Ageney of the North Carlios General Assembly



Housing Finance *.goncy
Public-Private Partnerships

Community organizations

«  Use the Supportive Housing Program to leverage capital campaigns, foundation grants, and bank loans, to
sponsor housing for persons with special needs

«  Use Community Loan Pools to make homes more affordable. including Habitat for Humanity homes
I al governments

»  Use Community Loan Pools to make homes more affordable, including in neighborhood revitalization areas .

«  Use Housing Preservation loans to finance repairs and energy upgrades to homes owned by seniors and
disabled persons with very low incomes

Housing counseling agencies

+  Help buyers prepare for home ownership and help them identify actions to avoid foreclosure

Source: NC Housing Finance Agency

“1SCAL RESEARCH DIiVISION 10 March 31,2015

Seaff Agency of the Mosth Carciing Lienennl Assmbly




N.C. Ho si“g Finance Agen-y

Hones . Jobs . T: x B: se

A. Robert Kucab
Executive )irector

Joint Approprial >ns Subcomn ttee on General Government
larch 31,20 5

Morth € avoin forr a0 Sov o F i
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Mission

To create affo.dale housir g for those whose
needs are not met by the market

Pailosoply
To address a range of housing needs, to leverage
furds, ‘0o emp.as‘ze »artne -shi>s, to c yera’e
efficiently



















Range of Work

We operate a rai ge of programs to best serve the State.
Eac ) program is evaluated annua vy for its cost/ »enefit.

Funding is not interchangeable. Funding sources 1ave unique
r iles (e.g., income targeting, rent limits) and nc all sources
cc 1 be used fc - each activity.

For example, the Housing Trust Fund is the only funding
source that can be used for urgent repairs and accessibility
modifications for seniors and 7€ 'sc 1\s w th disz » ities.

footh Tavene T 1













Appropriations

Governor’s Budget
20 5 2016 201

HOME Match Funds  $1,458,739* $3,000,000*  $3,000,000*

Workforce 1ousing $10,000,000 $9,000,000 $8,458,739
Loan Program

Housing Trust ‘und  $6,783,215* $8,660,0( ) $8,660,0 *
$7,660,000*
$1,000,000

*Recuri ng







State HOME Mazch

Match amount is 25% of 1OME funds tha  are drawn
down from Treasury for completed projects.

Projects receiving match funds must conform wit"
certain HON E rules.

Match repayments (e.g., repaid loans) r wust return to
the HOME . -ogran .







State HOME Ma“ch

Results: 2015 Appropriation
$1,458,739
e Match fuxds w | finance

— 100 homebuyers throug 1 the Community Partners
Loan rool

— S12 million of real estate value
140 jobs
— $756,000 of tax reve 1 1es

e | cal s)onsors crea e hc ne »uyer oppc unities
t 1 ougn loca e ders, real estate agents, and builders.

o |



















N.C. Housine Trust Fund

Created by the General Assembly i1 1987

Increases the supply of a“fordable housing for very
low-income pe 'sons

Overseen by the 13-member Housit g Partnership,
whos- 1elribe sarez pc nted by e Sg akerc”tae
House and ’resident F ‘o Tem of the Se ate
















ATTACHMENT #3

Office of the Governor

15 January 2015 Patrick L. McCrory
Governor
i
{DCR, DOA, DHHS, DOR, DOT,
Robert C. Stephens L Thomas A. stith li e o e — L|  OSHR, OSBM, OITS, DENR,
Chief Legal Counsel |~~~ T | Chief of Statf Commearce)
Cabinet Sacratsries
Mary M. Fraizer Loesje M. Troglia
Executive Assistant Administrative Asst.
R _ S
I - L
f
John F. Baldwin | Jimmy Broughton ‘
Deputy Chief of Staff | Deputy Chief of Staff
Business Oparations | Logislative Affairs/Policy Group ‘
, Diane . McClary L J [ ——— Jashua N. Ellis Andy F. Lancaster | Vacant
Administrative Asst. Charles K. Duckett Meredith R_McCulen | ! communications Director Senior Assistant/Gov't Affairs Administrative Assistant
Dir., Boards & Comm. Administrative Assistant .
— **Virginia H. Johnson freaf. steentl
Federal Leg. Prog. Coord. 1| o \
t |
SusanT.Breckenridge | | | David A Robinson || (Washington, DC Office) Deputy Legislative Counse |
Executive Director {NCBCE} Senior Residence Director -
Eric L. Guckian .
Pol
Special Advisor — oy
Judy K Jefterson | | | Kristen E. Fields {Education)
Dir, Comm. & Citizen Affairs | || Chief of Staff to the 1st Lady - —--
Cornell A Wilson Jeffrey L. Mixon
Special Advisar L Executive Direcctor
(Military Aff) (Volunteerism}













Office of the Governor
Four Year Budget Summary
Budget Code 13000

A~tual Actual Actual __ C~=ified

201112 2012-13 2013-14 2014-15
Expenditures $ 6,068,274 $ 5,866,006 $ 6,489,240 $ 6,077,504
Less Receipts $ Q11007 ¢ 790,718 $ 1,096,676 & gen17

Net General Fund Appropriations 3 5,1:)/,44/'_ -:b 5,075,288 $ 5,392,564 -tp o,2_1 I,J/7—

Positions (FTE) 58.2 58.7 61.7 52.2

* Excluding special funds and grants

03/30/2015 Page 1 of 1






Governor's Office Budget Brief to the General Government Joi

Subcommittee — March 31, 2015

Qe—m...‘_.,,\__lt—orluliti..,a..,l "mr‘“" m
From Pre n Fund g 2016-17 FTE
DOA Veterans Affairs - Administration
Requirements $13.561.133  $13,561,133
Receipts 1771 $6,784,740  $6,784,740
Appropriation $6.776,393 $6,776,393 70.9
DOA State Veteran's Home Program
Requirements $45.864.689 $45,864,689
Receipts 1772 $45,864,689 $45,864,689 8.8
Gov Office  Special Advisor for Military Affairs 1.0
Gov Office  Executive Assistant for Military Affairs
Requirements $61,894 $61,894
Appropriation 1110 $61,894 $61,894 1.0
Total Transfer
Requirements $59,487.716  $59,487,716 81.7
Receipts $52,649,429  $52.649.429 8.8
Appropriation $6,838,287 $6,838,287 72.9
Change Budget Items
Requirements $3.176.902 $3.104,286
Appropriation $3,176.902  $3,104,286 9.0
Total
Requirements $62,664,618 $62,592,002 90.7
Receipts $52,649,429  $52,649,429 8.8
Appropriation $10,015,189  $9,942,573 81.9

Office of State Budger and Management

Page 1















03/30/2015

"NEGEAR

Summary of Transfers
Budget

Commission on Inaian Arrairs s 302,850 3.1
Office for Historically Underutilized Businesses < 521,910 8.0
‘l:\léin(‘::]\::;:rf]or Women and Domestic Violence s 716,417 .
Sexual Assault Program S 2,897,972 0.3
Domestic Violence Program $ 5,086,099 4.6
Youth Advocacy & Involvement Office* $ 537,117 50
Human Relations Commission 3 545,407 6.2
Martin Luther King Commission s 23,378

Non-Public Education 3 442,174 5.8
Total Generai Fund s 11,073,324 42.0

*Youth Advocacy & Invoivement Office — moving to
OSHR

NEGEAR

e |deas ¢ Action

Implement

« Institutionalizes NC GEAR in OSBM to:
« Ensure successful implementation of recommended reforms
« Continue identification and development of new reform
opportunities
« Promote culture of continuous improvement
+ Request $872,000 and 7 FTE







03/30/2015

NEGEAR

Sample Program Budget

13 Auth Yz _ L

Department of Cultural Resour ___ _
Administrative Costs $4,656,406 6,291,481 $6,291,422 . R L.oL A
Administrative Services $2,466,839 54,266,029 $4.266,019 54,733,857 54,729,120 44,706,558

he Secretary $2,189,567 $2,025,452 $2,025,402 $2,139,036 $2,195,933 2,153,506

Archives and Historical Resources $6,084,449 $5,950,117 $5,951,385 45,706,836 $5,790,851 $5,603,666
Archives and History Administration $763.985 $740,248 $735,921 $635,855 5632271 $618,843

es and Records 2,703,289 42,670,587 $2,676.495 $2,534,128 $2,605,599 $2,578,620
$938,959 $986,002 $976,330 51,008,857 $939,201

Historical Publications $502,785 $497,346 418,641 5423,032 $418,638
State Archaecogy 974,585 $872,502 $938,448 $919,185 $890,644
Western Office $202,836 $183 342 $1£3032 $203,434 $201,907 $157,721
Arts and Cuture $15,375,620 $15,195,034 515,194,213 $15,695,606 $15,453,059  $15,331,701
North Carolina Arts Council $7,162,981 $7,245,860 47,245,043 $7,586,687 $7,391,129 $7,369,276
North Carolina Museum of At 6,157,265 $5,524,647 $6,069,566 $6,010,115 $5,924,055
North Carolina Symphony $2.055,57a 52,024,523 $2,029,253 52,051,815 $2,038,370
History Museuns and Historic Sites $15,176,987 $18,159,165  $18,150,876 $17,298,305 517,413,627  $16,881,491
North Carolina History Museums $5,894,044 55,814,931 5,819,566 $5,644,876 $5,681,264 55,527,514
North Carolina Maritime Museurms $1,636,496 $1,550,185 $1,541,563 $1,679,296 $1,671,507 51,572,096
Roanoke Islar.d Festival Park $1,058,757 $1,058,757 $1,058.757 $506,044 $506,044 $499,533
State Historic Sites $7.713.071 $7.214,263 $7,211,390 $7,220.302 57,371,438 $7,140,477
Tryon Palace Historic Sites and Gardens $2,873,619 $2,520,999 $2,519,600 $2,247,787 $2,183,374 $2,141,871
Reserves and Transfers 50 $0 ($3,296) $0 $0 ($46,405)
State Libraries $19,378,709 $19,076,993  $19,072,284 $18,283,612 $19,274,652  $19,104,677
Local Library Programs 514,968,714 $14,928,904  $14,928,040 $14,896.042 $14,916,214  $14,892,687
State Library ,409,925 $4,148,089 $4,144,244 $4,387,570 54,358,048 $4,211,990
Grand Total 672,172 $64,672,790  $64,656,884 $64,857,252 $64,857,252  $63,735,195

“Dota s for illustrative purposesand has not been reviewed for fina! publication










‘ Tuesday, March 31 Room Time

APPROPRIATIONS 425 8:30 am
GENERAL
GOVERNMENT
(JOINT)
Name Countv Svonsor
Maddie Dyson Davidson John Faircloth






































