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COMMITTEE PROCEEDINGS
The House Select Committee on Health Care, met three times from November 30, 2005

through April 17,2006.

The first meeting was held on November 30, 2005, to review the duties and
responsibilities of the Committee as outlined rn the Speaket's Authorization effecuve
November 9,2005, as subsequently revised. (See Appendix i;

The second meetingwas held on March 7,2006, to hear from subcommittee chairs on
the topics being reviewed and progress being made by subcommittees.

The final meeting was held on April 77,2006. At this meeting the Committee heard a
presentadon entided "An Analysis of Premium Assistance under North Carolina Medicaid."
Premium assistance is a state funding strategy that allows a sure govemment to offer
premium subsidies for employer-sponsored insurance premiums to Medicaid and Medicaid-
eligrble individuals. The presentation was made by students from Duke University: Kate
Abtamson, Andrew Bye, Kaue Owen, Hirsh Sandesara, and Catherine Wu. The srudents
presented an ovewiew of the premium assistance concept, the impact of premium assistance
on coverage and health, equity concerns raised by premium assistance, the impact on
Medicaid costs and financing, and the students' conclusions and policy implications. Based
on their analysis, the students recommended (1) case-by-case subsidies, (2) wrap-around
coverage, (3) no waiting periods for premium assistance, and (4) no mandarory eniollment.
(See Appendi" ID

Also at the final meeting priot to the 2006 Regular Session, subcommittee chairs made
rePorts to the Committee on theu work, findings, recommendations, and legislative
proposals. The Commrttee voted to accept the subcomminee reports, as amended, and
adopted this committee Report encompassing each subcommittee's ieport.

Hoase Select Committee on Health Care
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FINDINGS AND RECOMMENDATIONS

BASED ON SUBCOMMITTEE REPORTS PRESENTED TO THE HOUSE
SELECT COMMITTEE ON HEALTH CARE ('COMMITTEE') ON APRIL 11,
2006, THE COMMITTEE ADOPTS THE FOLLOWING FINDINGS AND
RECOMMENDATIONS:

FINDING: Ever incteasing costs to cover county Medicaid expenditures
are severely burdening county budgets, often at the expense of vital
Programs such as public education. Although Medicaid services are in large
Part local expenses, the House Select Committee on Health Care finds that
without financial assistance from the State other essential county services,
especially in counties with low growth, high Medicaid populations, and
limited resources, will have to absorb cut; in order to meet Medicaid
obligations.

RECOMMENDATION: the State should provide financial assistance to
counties on a faft and reasonable basis to assist in the cost of covering
locally incurred Medicaid expenditures. Financial assistance should be
provided in accordance with legislation proposed in this report: "AN ACT
TO PROVIDE THAT THE COUNTY SHARE OF THE NbNT'POERAL
SHARE OF MEDICAID COSTS FOR THE 2006-2007 FISCAL YEAR
SHALL NOT EXCEED THE COUNTY SHARE PAID BY EACH COUNTY
FOR THE 200s-2006 FISCAL YEAR; TO APPROPRTATE FUNDS TO
COVER THE COST TO THE GENERAL FUND OF CAPPING THE
COUNTY SHARE; TO APPLY THE CAP BEGINNING WITH THE 2006-
2OO7 FISCAL YEAR AND THEREAFTER; AND TO PROVIDE FoR
FURTHER REDUCTION IN THE COUNTY SHARE ON A TARGETED
BASIS USING SAVINGS REALIZED FROM THE MEDICARE PART D
PROGRAM.''

II. SUBCOMMITTEE ON COST OF HEALTH CARE AND HEALTH
INSURANCE FOR EMPLOYEES AND EMPLOYERS

FINDING 1:

Information provided by the North Carolina Institute of Medicine included average
employee insutance premiums for small fi.rms (fewer than 50 employees) and large 6rms (50
or more employees) in North Carolina, and a breakdown of average premiumi for family
coverage by firm size in North Carolina. From the yeat 2000 to 2003, total premiums rose
nearly $9O0 per employee for small frrms and $700 per employee for latge firms. The
inctease for small firms is slightly more than the national average, while the increase for large
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firms is slightly less than the national average. Total premiums for family coverage rose
nearly $2500 Per yeat fot small firms and $1700 per year for large firms. The increase for
small firms is compatable to the national average, while the increase for large frrms is less
than the national avetage. Over three fifths of employees of small (fewer than 10
employees) f,rms are not offered health insurance through their employer. Additionally,
tlrere was a decline in employer-based insurance coverage fuom 66.30/o in 2000 to 59.1o/o in
2004. During this timeframe there was an increase in the percentage of individuals that were
uninsured and an increase in the percentage of individuals covered by Medicaid. The
information provided by NC IOM also indicated that the uninsured t"i., .1r"ry widelv bv
industry, ftom 3o/o in govemment to over 507o in construction, and that reseaich suggests
that the increase in the uninsured is more a result of within-gtoup changes than changes in
the demographic composition. National research has concluded the tr.r-b.t one driver of
increasing rates of uninsruance is premium cost.

RECOMMENDATIoN 1: TAx CREDIT To SMALL BUSINESSES
The House Select Committee on Health Care encourages the General Assembly to enact

legislation to provide a tax credit to small businesses that provide health benefits to all
eligible employees.

FINDING 2:

Information provided by Dr. Silberman and Dr. Holmes with the NC Institute of
Medicine 0{C IOI\0, pertained also to a high risk pool for people with pre-existing
conditions. Blue Cross & Blue Shield of North Carolina is the only insurer to voluntarily
offer health insurance coverage to any individual regardless of health status. People with pre-
existing health problems are the ones most in need of health insurance to pay for care, but
premiums make this coverage unaffordable in the non-group market. For illustration
PulPoses, non-grouP health insurance coverage for a 3l-year old man with a major health
problem could cost more than $800 per month (with a $1,000 deductible, 30olo coinsuance
plan), or more than $1,800 per month for a 55-year old man. Coverage for women is
generally more expensive.

According to the NC IOM presentation, 33 other states have hrgh-risk pools to help
subsidize the costs of insurance provided to high-cost individuals. The federal Deficit
Reduction Act makes some federal funds available to help support a high-nsk pool. The NC
IOM recbmmends that the NC General Assembly enact legislation to implement a high-risk
pool. The NC IOM suggests that eligibility for the high-risk pool be limited to individuals
who are ineligible for Medicaid or Medicare, and are unable to purchase a policy except udth
a premium that is higher than that offeted through the pool, or have been reiected from
another insurer due to pte-existing health problems.

House Bill 1535 Establish NC Health Insurance Risk Pool was introduced in the House
and referred to the House Committee on Insurance on ApnI2l,2005. A subcommittee of
the House Committee on Insurance has reviewed the bill and has recommended
modifications.

Hourc Sehct Committu on Health Carc
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RECOMMENDATION 2: HIGH-RISK POOL
The House Select Committee on Health Care encourages the General Assembly to enact

legislation to implement a health insuance high-risk pool.

FINDING 3:

Information was plgvided on a proposal for a Healthy North Carolina program, based
on the Healthy New York model. This concept represents a publicly sutsidized health
insurance targeted to certain small employers, soli ptopti.torr, and working individuals who
have not had health insurance coverage in the t"st fZ months. The HJalthy New york
model had 106,944 members as of December 2005. Additional information on the New
York model can be fgyd in the, "Report on the Healthy NY Program 2005," prepared for
the Sate of New York Inswance Deparunent on DecemL er 31,2055

The NC IOM, based on the wotk of the NC IOM Task Force on Covering the
Uninsured, recommends that the Noth Carolina General Assembly create a lower-cost
health insurance product available to certain small employers, self-employed individuals, and
low-income workers that had not had coverage in the pior 12 months. Additionally, rhe
State should provide publicly funded reinsurance to help reduce the premium costs by 30yo
of what is available in the private market. The tecommendation from the NC IOM for a
Healthy North carolina program would limit eligibility for coverage ro:

o Small employers with 25 or fewer workers, with at least 307o of the workforce as
low-income Qess than 912/hour),

o Must have 75o/o pattcipation of eligible employees without other
coverage, the

o Employer must pay 50o/o of the employees premium, the
o State would provide additional tax credit if: greater than 75o/o

participation, employet pays more than 50o/o of employ.. premium, or
employer contributes towatd dependents premium;

o Self employed individuals with a family income of less than 250o/o FPG (federal
poverry guideline); and

o Working individuals that have no access to employer-sponsored insurance with
family incomes of less rhan250o/o FpG (federal poverty gurdeline).

RECOMMENDATION 3: HEALTHY NORTH CAROLINA
PROGRAM

The House Select Committee on Health Care encourages the General Assembly to enact
legislation to cteate a program offenng affordable health tr*rrr." to North Carolina small
employers and working individuals, sirnilar to the Healthy New york model.

Hourc Select Committee or Healtb Care
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FINDING 4:

A presentation on NC Stroke Systems of care was made by Dr. Larry B. Goldstein, MD,
FAAN, FAHA, Professor of Medicine (I.,leurology); Director, Center for Cerebrovascular
Disease; Senior Fellow, Center fot Clinical Health Policy Research, Duke University and
Durham VAMC' Data indicate that 27,000 North Carolinians have strokes annually, M,000
North Carolinians are disabled by stroke each yea4 and that stroke is the thfud leading cause
of death. With regard to costs associated with a stroke: 36oh arc indirect costs - lost
ptoductivity-mortality QsW and lost productivity-morbidity (lfQ, and, 64oh are rtirect costs- hospitalization Q7"A, nusing home/rehabilitation Qso/"), physician/other (5o/o),
drugs/durable (2o/o), home health (57o). Dr. Goldstein indicated that sroke systems serve
three critical functions: ensuJe the effective interaction and collaboration bet'*een all entities
involved in the prevention, treatment and rehabilitation of stroke patients; promote
standardized science-supported practices; and monitor performance.

On March 23,2006, the Subcommittee also discussed House Bill 1396 Statewide Stroke
Care System' This bill was introduced and on April21, 2005 and was referred to the House
Committee on Health. (See Appendices for House Bill 1396.)

RECOMMENDATION 4: STATEWIDE STROKE CARE SYSTEM

The House Select Committee on Health Care encourages the General Assembly to enact
legislation, to provide for the identification of primary stroke centers, to diiseminate
rnformation to the general public and emergency care providers about the location of
primary stroke centels, and to facilitate appropriate emergent stroke centers: "AN ACT TO
PROVIDE FOR THE IDENTIFICATION OF PRIMARY STROKE CENTERS; To
DISSEMINATE INFORMATION TO THE GENERAL PUBLIC AND EMERGENCY
CARE PROVIDERS ABOUT THE LOCATION OF PRIMARY STROKE CENTERS;
AND TO FACILITATE APPROPRIATE EMERGENCY STROKE CARE, AS
RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.

FINDING 5: SMALL GROUP EMPLOYER HEALTH PLANS

A presentation onthe Small Employer Group Health Reform Act was made by Barbara
Morales Burke, Chief Deputy Commissioner at the Department of Insurance. Ms. Morales
Butke ptesented tecommended changes to North Carolina's Small Employer Group Health
Coverage Reform Act. The content of her presentation originated wrth the wotk of the
Departrnent of Insurance's Small Group Informal Discussion Group. This work group
made a lePort to the Departrnent of Insurance. On behalf of the Department, Ms. Moralei
Burke presented five of the six recommendadons that originated 'vith the Discussion Group.
The recommendations included:

Recommendauon #1: Allow small group inswers to offer self-employed
individuals t'wo popular plans instead of the Basic and
Standard Plans.

House Sehct Comnitue on Health Can
Intein Rcpon tu GereralArembly
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Recommendaion #2:

Recommendation #3:

Replace the demogtaphic factor for geographic location
with factor for medical care system.

Allow a rating factor for an industry, up to 107o.

Recommendation #4: Expand the risk band from 20o/o b zsoh.

Recommendation # 5: Eliminate the Reinsurance Pool for small gtoup carriers.

In conclusion Ms. Morales Burke pointed out rhe following:

o Allowing carriers altematives to Basic and Standard Plans would increase the
choice of plans and prices for self-employed individuals and may make NC more
attractive to carriers.

o Eliminating the Reinsurance Pool for small gtoup carriers would end
unnecessary, bureaucratic construct that provides no value.

o Revising the rating to: allow an industry factor, recognize medical care systems
instead of county lines, and expand the risk band, would maintain significant
subsidy but teduce and tecalibrate it to produce short-term and long-term
benefits to the market.

o Gtoups with lower medical nsks and using less-costly systems would see
immediate reduction in rates. This would keep some of these groups
from losrng coverage and bring in solne new groups.

o Groups with higher medical risks would see increases in rates. But, over
dme, tltese same groups would see lower rate increase as a result of more
groups with lower medical risks in the small group pool.

RECOMMENDATION 5: SMALL EMPLOYER GROUP HEALTH
COVERAGE

The House Select Committee on Health Cate encourages the General Assembly to enact
legislation to allow small group insurers to offer self-employed individuals two popular plans
instead of the Basic and Standard Plans; to replace demogaphic factor fot g."gtaphi.
location with a factor for- medical cale system; to allow a n(ng factot'for the industry, up to
10o/o; to expand the risk band ftom 20o/o to 25o/o; md to eliminare the Reinsurance pool for
small gtoup caffiers: AN ACT To MAKE CHANGES To THE srATUToRy BASIC
AND STANDARD HEALTH PLANS FOR SMALL EMPLOYERS, AS
RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

III. SUBCOMMITTEE ON SAFETY. OUALITY. ACCOUNTABILITY

FINDING 1:

Patient safety is enhanced when physicians and ot-hers authorized to practice medicine are held
accountable for their actions. The North Carolina Medical Board is the State board charged with
the responsibility of licensing and disciplining those engaged in the practice of medicine in the State.

Houn Sehct Comnittee on Health Care
Interin Report to General Assenbly
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The Subcommittee on Patient Safety, Quality, and Accountability heard presentations from
representadves of the Medical Board on the Board's increasing focus on patient safety issues and 

-more vigorous enforcement of licensure requirements. The Board, in particular, has increased its It
effotts to identi$t physicians and others authorized to pracdce medicine who are practicing below
standatds and either force them to improve or remove their license. The Medical Board asked the
Subcommittee to consider legislation that would assist the Board in its efforts to discipline its
licensees including ptoviding additional disciplinary tools to the Board beyond the current options
of license denial, revocation or suspension, allowing the Board to use three member panels io hear
disciplinary cases, and providing sancdons for hospitals and insurance companies who do not
comply with the statutory reporting requirements when a physician's hospital privileges are amended
or a malpractice claim has been paid.

The Subcommittee finds that the limited disciplinary options available to the Medical Board
under G.S. 90-14 impede its ability to appropriately oversee and discipline its licensees and orhers
authorized to practice medicine. Providing the Board additional disciptinary options such as
probation, conditional licensing, public reprimand, monetary fines, and remedial ttaining will help
the Board in its efforts to ensure that those practicing medicine in this State are competent and of
good charactet. The Subcommittee also finds that allowing the Board to appoint its members ro
panels to hear drsciplinary cases will improve the functioning of the Board and the increase the
speed at which cases may be disposed of as the number of actions against licensees grows. Finally,
the Subcommittee finds that the Medical Board's efforts to supervise those practicing medicine can
be hampeted by the failure of hospitals and medical malpractice insurance companies to timely
provide information that would help the Board in identi4'ing those practitioners who may pose a
thteat to patients through the provision of substandard care. Providing monetary penalties for
failure to provide timely reports to the Board should encourage the timely flow of information to
the Medical Board for investigation and thus improve patient safety.

RECOMMENDATION 1: INCREASE AUTHORITY OF THE
NORTH CAROLINA MEDICAL BOARD

f'he House Select Committee on Health Care encoutages the General Assembly to enact
legislation to broaden the authority of the North Carolina Medical Board to assure that those
Persons practicing medicine in the State meet the standards of competence and character:
''AN ACT TO STRENGTHEN THE AUTHORITY OF THE NORTH CAROLINA
MEDICAL BOARD TO DISCIPLINE PHYSICIANS AND CERTAIN OTHERS
AUTHORIZF'D TO PRACTICE MEDICINE IN ORDER TO IMPROVE PATIENT
SAFETY, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.''

FINDING 2:

Hospital acquired infections occur in approximately 5o/o of all persons hospitalized and are estimated to
add over $6.5 billion dollars 

^ 
ye r to health care costs. North Carolina began addressing this problem

in 1980 through the Statewide Program for Infection Control and Epidemiology (SPICE). SPICE
personnel conduct educational progtams for hospitals, nursing homes, and other health care providers.
They offer workshops through area heath education centers, provide investigative and consulting

Houu Sehct Commitue on Health Can
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services to hospitals and actively teach infection control courses at the UNC School of Medicine.
SPICE is curently funded by an annual appropriation of $163,000. Representatives from SPICE
ptesented the Subcommittee with an overview of current projects and an oudine of what could be
accomplished in the way of teducing the number of infections and concomitant health care costs if the
Progtam teceived expanded funding. The Subcommittee finds that an appropriation of g663,000 per
year would allow SPICE to expand its services in several ways. Additional fu"dirg would allow SPICE
to ptovide assistance to hospitals that are implementing the new infection control interventions
recommended by the Institute for Healthcare Improvement. The funding would also provide for
regular visitation by SPICE personnel at individual hospitals, the conduct of on-site infection control
tounds, and the development of ideal infecnon control protocols and their publication on the internet
for ready access by health cate facilities. The Study of the Efficacy of Nosocomial Infection Conrol
showed that high quahty infection control programs have helped reduce the number of hospital
acquired infections by 7 to 48oh. The same study also indicated that those facilities without effective
programs saw an inctease in infections of 9 to 37o/o. The Subcommittee finds that the potential
reduction in numbers of persons developing infections and resulting reduction in health care costs
attributed to such infections waffanrs the additional funding for SpICE.

RECOMMENDATION 2: FUNDS FOR THE STATEWIDE
PROGRAM ON INFECTION CONTROL
AND EPIDEMIOLOGY

The House Select Committee on Health Care encourages the General Assembly to enact
legislation to increase the funding for the Statewide Program on Infection Control and
Epidemiology: "AN ACT To APPROPRIATE FUNDS FoR THE STATEWIDE
PROGRAM ON INFECTION CONTROL AND EPIDEMIOLOGY, AS
RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

IV. SUBCOMMITTEE ON HEALTHCARE WORKFORCE

FINDING 1: NURSING SHORTAGE

Based on information provided in the subcommittee report, the House Select
Committee on Health Care makes the follouring findings:

o Thete is an emerging shortage of nurses. This demand is driven by rncreased
demand, exacerbated by an aging workforce, and complicated by limitations in
educauonal capacity, including the small percentage of Registered Nurses with
graduate work preparadon.

o In order to assure optimal nursing resources, the number of new nursing
gtaduates will need to increase by 25% over the 2002-03 number of gmduates.

o The North Carolina Center for Nursing is projectirg ^ shortage of 9,000
registered nurses in 2015, and about 18,000 u;,2020. The State will not be ible to
provide all the needed nurses and rn fact, by 2020,the State will only be able to
provide 81oh of the needed nurses.

Hoarc Selert Committee on Health Carc
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One of the primary issues that must be addressed to assure sufficient qualiFred
nurses in the future is the nutsing faculty shortage. In Noth Carolina, the full-
dme nurse faculty v^c ncy lates for 2003 were 5.3% n Associate Progtams and
7 .4o/o tn Baccalaureate Progtams. The 2003 part-time nruse faculty vacancy rates
were 1 7.4oh and 77.7o/o respectively. Potential nurse educators are being enticed
from teaching by higher compensadon in other areas of nutsing, especially
clinical settings.

There ate 55 Associate Degree Nursing program and 37 Licensed Practical
Nursing Plograms available at56 of the State's community colleges. The greatest
challenge facing the community colleges is the shortage of qualified Faculty.
Several key factors that are causing the nursing faculty shortage include: "salary,
an aging faculty, a lack of MSN programs with an education ttack/major,lack of
access to MSN programs in some geographical areas of the state, and a shortage
of flexible and innovative approaches to MSN and higher education including
RN to MSN progams in our state.

Another factor impacting the nursing faculty shortage in the Community College
System is that the North Carolina Board of Nursing has decided that all tr*ritrg
programs must be accredited by a national accrediting agency in nursing by
2015. This means that all nursing faculty in the community colleges *ltt uL
required to hold a minimum of a master's degtee including the part-time faculty
in clinical settings. Less than 70o/o of the nurses in the State today hold a
master's, or higher, degree in nursing. Traditionally, the communiry colleges
have employed experienced nurses with a bachelor of science degree in nursLg
or a master's in other fields as instructots in the classroom and clinical settings.

RECOMMENDATION 1: NURSING FACULTY FELLOWS
PROGRAM

The House Select Committee on Health Care encourages the General Assembly to enact
a Proposed Committee Substitute for House Bill 1718 Nursing Faculty Fellows
Program/Funds, which establishes a scholarship loan progtam enabling recipients to
become fi.rll-time nursing teaching faculty: "AN ACT TO ESTABLISH A NURSING
FACULTY FF'I I OWS PROGRAM AND TO APPROPRIATE FUNDS FOR THAT
PURPOSE, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.''

FINDINGS 2: HEALTH CARE WORKERS/NOVA

Duect cate workets are essential to the provrsion of care and an enhanced quality of life
for long-term care consumers, whether they are receiving senrices provided in a home or
community setting, or in an residential or institutional setting; and that North Carolina faces
a challenge of attracting and retaining employees to these jobs. "Direct care workers" is a
nationally recognized term referring to those paraprofessionals that are employed as nurse
aides, personal care aides, personal care attendants, home health aides, in-home aides,
habilitation aides, and other assisdve personnel who provide hands-on care to indivrduals.

Hourc Select Committee on Health Care
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The 10 fastest gtowing industries in the State are service producing, and the health
services segment was projected to have a fifty-seven percent (57,/") increase from 2000-2010.
North Carolina Occupational Trends data on Healthcate Support Occupations indicate that
the category of Nursing Aides, Orderlies, and Attendants showed 50,120 individuals n 2002,
but growth is anticipated to teach 64,760 in 2012. Home Health Aides totaled 2Z,SSO n
2002, and is expected to total 32,720 n 2012.

According to the North Carolina New Organizational Visiuon Award Project Q.IOVA),
average annual turnover rates for dirssl care workers in 2004 were as follows: 1060/o in adult
care homes , 707o/o in nursing homes, and 4lo/o in home care agencies. However, direct care

!9bs 1e among the occupations with the largest projected yob growth - it is anticipated that
North Carolina will need 30,590 additional direct iare workers fiom 2002 to 2012.

Wage data for direct care workers, as of November 2004, follows:

Home Health Aides: fi8.22 (median houdy wage)
Nurse Aides, orderlies, Attendants: $9.59 (median hourly wage)
Personal and Home care Aides: $8.06 (median hourly wage)

$8.83 (weighted medial hourly wage
across categones)

The weighted median houtly wage across the same three categories for 2004 was $8.83,
and for 2003,it was 98.67.

The NC NOVA project is a voluntary special licensing award for home care agencies,
adult care homes, and nursing homes. It has been funded thw far by The Robert Wood
Johnson Foundation and The Atlantic Philanthropies. The focus of NC NOVA is
workforce development and retendon for direct caie workers through a comprehensive,
raise the bar, culture change program. Direct care workers include nurse aidei, in-home
aides/home health aides, and personal care adesf attendants.

The NC NOVA proiect is an incentive/reward based program with uniform criteria
across long-term care setdngs. NC NOVA is currently being piloted in 60 sites: 20 adult
care homes, 20 nursing homes, and 20 home health agencies. The pilot phase lasts from July
2005 until May 2006. Review will be conducted by the Carolinas Center for Medical

lx1!e1ce 3ld ^ 
special license will be issued for entities meeting the rigorous criteria for

the NC NOVA designation. It is anticipated that NC NOVA will benefit providers,
wotkers, and consumets. Legislation is needed to allow statewide implementation in early
2007. State funds are not needed to implement the legislation as the grant contains sufficient
funds for operauon in FY 2006-2007.

RECOMMENDATION 2: SUPPORT NC NOVA

The House Select Committee on Health Care supports the North Carolina New
Organizational Vision Awatd Progtam in an effort to addr"rs the shortage of direct care
workers.

Houy Select Committee on Health Care
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FINDING 3: SHORTAGE OF ALLIED HEALTH
PRACTITIONERS/DESIGNATION OF HIGH COST PROGRAMS IN
COMMUNITY COLLEGES

There is a shortage of allied health practitioners, including in the areas of physical
therapy, speech language pathology, health informauon management, respiratory care,
radiological care, clinical lab sciences, and other allied health professions.

The North Carolina General Assembly directed the Sate Board of Community Colleges
to considet modificadons to its funding formulas to ensule that adequate funding is
provided for high cost progtams. The State Board of Community Colleges submitted the
tesults ofits study onJanuary 15,2005.

A high-cost Progtam is one that is funded apart from the funding formula. The North
Catolina Community College System designates two truck driving programs, one madne
science Progtam, and one h."ty equipmint program as high-coit.' Tir.r. is " ne.d to
adequately fund high-cost programs and because the Allied Health 6eld is so important in
today's economy to designate allied health programs as high-cost.

RECOMMENDATION 3: SUPPORT ALLIED HEALTH AND
NURSING PROGRAMS

The House Select Committee on Health Care encourages the General Assembly to
suPPort proposals from the North Carolina Community College System to designate allied
health and nursing uaining programs as "high-cost" programs in an effort to 

"r.rrr. 
hiring

and tetention of qualified faculty and the acquisition of appropriate facilities, equipment, 
"ttJtechnology.

FINDING 4: AHEC

The mission of the Noth Carolina Atea Health Education Centers (AHEC) is to meet
the State's health workforce needs by providing educational progtams thtough partnerships
with academic institutions and health care agencies.

One of AHEC's priorities is improved acciss to mental health services through five
initiatives aimed at achieving this goal (1) supporting psychiatry residents in public
community settings, (2) offering continuing education for mental health professionals, (3)
providing an evidence-based practices training center, (4) offering library and information
resources for mental health professionals, and (5) presenting new programs to link
behaviotal health ptoviders to primary care physicians and others. AHEC's future plans
also include expanding residency training in the area of psychi"tty.

Hosse Select Committee on Health Carc
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RECOMMENDATION 4: SUPPORT AHEC FUNDING PRIORITIES
REGARDING MENTAL HEALTH

The House Select Committee on Health Care encourages the General Assembly to
suPPort the funding priorities ptoposed by the North Carolina Area Health Education
Centers (AHEC) with regard to developing new models for preparing mental health
professionals to ptactice in the reformed mintal health system, and link[g primary care
professionals to behavioral health professionals in new models of care at th; community
level.

FINDING 1:

Fedetally Qualified Health Centers are conrmunity and migrant health centers that
receive federal funds to provide health care to underserved pop.rl"tiorrr.

o 279,000 Patients were served at 74 service delivery sites in 54 counties Q004)

Rutal Health Centets through the Office of Research, Demonstradons, and Rual Health
assist underserved rural comrnunities and populations by providing access to primary
medical services for all persons regardless of their ability to pay.

. 84 centers (32 centers funded by the State)
o 724,744 unduplicated usets of state-funded rural health centers

Local Health Depanments provide quality health care services when not otherwse
available.

. 85 local health deparunents fl9 single counties)
o served 641,607 patients of which 260,603 were uninsuted (2003)
o 58 have capacity to provide comprehensive primary carc

Free 
_Clinics are private, non-profit orgatizaions supported primarily by cash and in-kind

contributions.
o Over 8,000 volunteers including 2000 MDs, 1500 RNs, 350 DDS
o Over 60 free clinics ot free pharmacies serving 48 communities both rural and urban
o Over 81,000 patients served e004)

School-based ot School linked health centers were founded in communities with high at-
risk populations as a di'ect result of identified needs for access to adolescent and child health
cate,

o 50 centers in 22 counties
o State funds 28 centers which reported 74,709 enrolled student patients with 105,774

sewice visits provided (2005)

Hourc Select Committee or Health Carz
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Area Health Education Centerc (AHEC) improve access to healthcare by supporting
primary care residency progtams, student training in communities, progmms to improve the
diversity of the health workforce, progtams to keep health professionals current, programs
to take clinical services to Noth Carolina communities.

o Trained 430 Family Physicians in AHEC Residencies
o Over 35,400 uninsured patients were seen as outpatients in AHEC clinics (2003)

Hospitals by mission provide services necessary, within available resources, for the
community.

o 130 general acute care hospitals operating 109 emergency rooms (ER)
I Required by law to screen anyone who request treatment at the ER, regardless of

ability to pay
o Survey of hospitals found 22o/o of patents seeking care in the ER were uninsured

(2003)

RECOMMENDATION 1: EXPAND COMMUNITY HEALTH CARE
GRANTS

The House Select Committee on Health Care encourages the General Assembly to
appropriate fifteen million dollats ($15,000,000) to the Departrnent of Health and Human
Services, Office of Research, Demonsftadons, and Rural Health Development for 

^ g12lnt

Program to assist federally qualified health centers, rural health centers, fiee clinics, public
health departments, and other non-prcfit otgznizations that provide primary or previntive
medical services to uninsured or medically indigent patients: "AN ACT TO
APPROPRIATE FUNDS TO THE DEPARTMENT OF HEALTH AND HUMAN
SERVICES, OFFICE OF RESEARCH, DEMONSTRATIONS, AND RURAL HEALTH
DEVELOPMENT, FOR A GRANT PROGRAM TO ASSIST IN THE PROVISION OF
PRIMARY AND PREVENTTVE MEDICAL SERVICES TO UNINSURED OR
MEDICALLY INDIGENT PATIENTS, AS RECOMMENDED BY THE HOUSE
SELECT COMMITTEE ON HEALTH CARE.''

FINDINGS 2:

During the March 76,2006 Subcommittee meeting, Dr. Mark Holmes with the North
Carolina Institute of Medicine (t{C ION,I) , shared information on establishing a high risk
insutance pool for people with pre-existing conditions. According to Dr. Holmes
presentation, Blue Cross and Blue Shield of North Carolina is the only insurer to voluntarily
offer health insurance coverage to any individual regardless of health status.

According to the NC IOM presentation, 33 other states have high-risk pools to help
subsidize the cost of insurance provided to high-cost individuals. Dr. Holmes indicated that
the Defrcit Reduction Act makes some federal funds available to help supporr a high-risk
pool. The NC IOM tecommends that the North Carolina General Assembly enact
legislation to implement a high risk pool.

Hourc Sehct Committee on Health Care
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House Bill 1525 Establish NC Health Insurance Risk Pool u,as introduced in the House
and referred to the House Committee on Insurance on April 21,2005. A subcommittee of
the House Committee on Insurance has reviewed the bill and has recommended
modifications.

RECOMMENDATION 2: HIGH-RISK POOL
The House Select Committee on Health Care encourages the General Assembly to enact

leq{ation to implement a health insurance tugh-risk pool' "AN ACT TO ESTABLISH
THE NORTH CAROLINA HEALTH INSURANCE RISK POOL AND TO
APPROPRIATE FUNDS THEREFOR, AS RECOMMENDED BY THE HOUSE
SELECT COMMITTEE ON HEALTH CARE.''

FINDING 3: HEALTH CARE SYSTEM

During the March 28,2006 Subcommittee meeting, with rnformation based on
cotrunents and presentations from previous meeting, Co-chau Veda Insko shared the
following resolution:
Whereas:

Nations that assure health cate fot all spend significantly less per capitzand as a
percentage of GDP on healthcare than the U.S., and

In many of these nadons a basic healthcare plan for all residents effectively coexists with
supplemental pnvate sector plans, and

These same nations have health care systems that achieve better healthcare outcomes
than those achieved in the U.S., and

The healthcare outcomes in North Carolina are considered at or below average when
compared to other states in the nation, and

. Investing in a healthcare model that covers all North Carolinians and includes early
intervention and petsonal responsibilig -ill reduce state health expenditures while
improving healthcare outcomes and will make North Carolina's business climate more
appealing while making North Carolina Businesses more competitive in the global market,
and,

- Our cuttent system leads hospitals to spend millions of dollars on emergency
department improvements that lead to higher hospital admissions while pro:ven, more cost
effective, early intervention models struggle for funding, and

The large and growing numbers of the uninsured aie left out of the medical expense
bargaining process,

Our current healthcare system requires the uninsured to pay at higher rates than the
insured, and

North Catolinians overwhelmingly believe the General Assembly should assule all North
Carolinians have access to health care, and

!e have a unique oPPortunity where creating a just health care system will provide
significant economic advantages to the State, it's residents and to North Carolina businesses.

House Select Committee or Healtb Care
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RECOMMENDATION 3: HEALTH CARE FOR NORTH
CAROLINIANS

The House Select Committee on Health Care encourages the General Assembly to study
the establishment of a formal plan fot tansitioning from our crurent fragmented system of
delivering health care to a system that covers all North Carolinians: "AN ACT TO CREATE
A JOINT COMMISSION TO STUDY ESTABLISHING A FORMAL PLAN FOR
TRANSITIONING FROM THE CURRENT SYSTEM OF DELIVERING HEALTH
CARE TO A SYSTEM THAT COVERS ALL NORTH CAROLINIANS, AS
RECOMMENDED BY THE HOUSE SELECT COMMITIEE ON HEALTH CARE.''

VI. SUBCOMMITTEE ON THE STATE HEALTH PI.AN

FINDING 1: STATE HEALTH PLAN OVERVIEW

The Teachers'and State Employees Comprehensive Health Plan (State Health Plan) is an
approximately $2 billion aye r health benefit plan operation that provides health benefit
covetage to some 590,000 active employees and retired employees of State Agencies,
Universities, Local Public Schools, and Local Community College institutions. The Plan also
covers eligible dependents active and retired employees. The Plan, similar to other public
and private employer sponsoted health benefit plans, has been expenencrng annual double
digit gtowth in medical claims costs in recent years due to increasing utili"ation of medical
care by plan members and rising costs particulady in the area of oupatient prescription
drugs and outpatient medical sewices.

Dunng the 2005 Session the Plan reported to the General Assembly that it was facing a $483
million shortfall for the 2005-2007 biennium. The 2005 Session of the Genetal Assembly
overcame this shortfall by raising premium rates by 72.3o/o ($383 million) and reduced plan
member benefits ($100 million) by increasrng out-of-pocket requirements to plan members.

The gowth rate in medical claims costs is currendy projected by the Plan to be l1oh
annually. Increasing costs and utilizauon for medical services and prescription drugs
continue to drive overall claims trends. The Plan's current demogaphics are weighted
toward members tequiring gteater utilization of medical care. Data from the Plan indicates
that the cosdiest age groups under the Plan are gtowing the fastest in terms of enrollment
growth and claims costs. Rising premiums for dependent coverage paid fully by the
employee ot retired employee is causing younger andf or healthier plan members to select
altemadve health benefit coverage outside the Plan at lesser premium rates. The resulting
adverse selection is thought to be leaving the Plan with more cosdy plan members in terms
of utilization of care and causing the Plan to lose "good risk" over time.

In response to legislation enacted by the 2005 General Assembly, the Executive
Administrator of the Plan was authorized to explore offering health benefit coverage under
alternative progtams to the self-insured indemnity progmm. The Executive Administrator
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of the Plan, George C. Stokes has reported that the Plan intends to offer members a three
option prefetred provider nerwork altemative begrnning in the Fall of 2006.

FINDING 2: INTEGRATED HEALTH MANAGEMENT INITIATIYE

The State Health Plan tepons that it is adopting a strategy to proacdvely improve the long-
term health of plan membets by lesserung the estimated $1.1 billion frnancial impact of
chtonic disease on the Plan as estimated by the Plan's Execudve Administrator. The plan is
implementing the "Health Smart Initiative." This initiative is designed to empower plan
membets to stay healthy and to help those with chronic disease or disease risk factors better
manage their health care.

According to Plan staf( every 17o decline in healthy plan members results in an additional
$68 million of health care expenses to the Plan and that the percent of healthy plan members
is decreasing by almost 20/o a yeat Moreover, this decline is &iving increasei in medical
claims for chronic illness and rising pharmacy costs and gtilizxfsn. The Plan also claims
that worsening these trends is the lack of primary care coordination for chronic disease and
preventive services, and lifestyle choices in the form of poor nutrition, physical inacuvity,
and tobacco use.

FINDING 3: STAKEHOLDER GROUPS

The Committee makes the following findings based on information provided by major

1t_t_":t1ti""s representing the State Health Plan's employees and retired employees:
NCAE: It is cost prohibitive for many staff memters who make salaries belo- the
povefty level to cover their children and families through the State Health Plan.

NCAE suggested the following reconrmendations based on feedback from its membership:

o Continue ro creatively find ways to lower premiums;
o Minimize out-of-pocket increases to plan members in the form of deductibles, co-

insurance, and co-payments for office visits and prescription drugs;
o Consider lower co-payments on drugs;
o Consider a "Spouse only" premium rate category;
o Improve wellness benefits offered;
o Continue to develop the Preferred provider Option GpO);o Maintain annual autumn open enrollment period for self-insured indemnity program

and establish the same open enrollment timeframe for the ppo progam;
o Maintain the self-insured indemnity program as a plan member option;
o Maintain full funding of employee and retired employee premiums.

SEANC: The State Health Plan is second in importance only to salary as part of an
employee's total compensation. Further, the Plan is critical to the State's 

"Uitlty 
to compere
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with the private sector in recruiting and retaining a professional work force to serve oru
State's citizens.

SEANC's recommendations included:

Funding: The State Health Plan is undet funded and needs additional appropriations
because health care costs have increasingly been shifted to employees;

Deppndent coverage: The State pays nothing toward dependent coverage and
employees of the state pay over 5070 more for dependent coverage than their
counterpafts in the Southeast. (Source: Office of State personnel).

Dental and Vision Benefits: The State Health Plan does not offer dental or vision
benefits, which are frequently included in plans offered by large employers.

Health Maintenance: A wellness benefit of $150 added to the State Health Plan
about eight years ago has never been adjusted for medical inflation averaging 8-l0oh
annually. This benefit should be increased to 9300 per year and could be modified to
provide each employee with $300 annually to purchase dental andf or vision care,

Maximum out-of-Pocket (Stop-Loss): An absolute cap inclusive of co-pays is
needed to ensure that total expenses in any given year do not exceed a specified limit.
Due to the numerous co-pays, one SEANC member in Morganton spent more than
$12,000 out-of-pocket for medical care after an accident, while a cancer patient in
Wayne County spent more than $5,000 in out-of-pocket expenses.

Eligibility for Health Benefit coverage as a Retired Employee: cunent plan
provisions allow a person to work only five years for the state,leave for private
employment and retire 

^t ^ge 
60 with free health insurance for life, the same benefit

as those who dedicate their entire career to state service.

o Plan Year: The State Health Plan yeat needs to be changed to a calendar year.
Currendy, Medicare-eligrble retirees must keep t'wo different sets of books to track
deductibles and co-pays, one for Medicare and one for the State Health Plan. This is
an unnecessary burden for seniors.

RGEA: Approximately 70o/o of the members ate tetired teachers or state employees who
are covered by the State Heath Plan. The majority of the members is age 65 or older and,
therefore, has Medicare for their primary health insurance coverage. However, the State
Health Plan provides secondary coverage, picking up as much as 807o of the eligible health
care costs that are not paid by Medicare. More important for State retirees is the fact that the
State Health Plan provides primary prescnption drug coverage even for members who are
zge 65 or older. As a result, our state retirees have not had to enroll in the recently
implemented Medicare Part D Prescription Drug Plan thereby saving an average of $35 per
month in Medrcare premiums.
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Maintarning the benefits of the State Health PIan has become the top priority issue during
the past few years for our members who are retired teachers and stale employees. While our
members take a keen interest in pension benefit increases, we now receive more calls and
questions from members about legislative acdons affecting the State Health Plan.

RGEA tecommendadons include:

Provide a "Spouse orly" premium category under dependent coverage;
Non-Preferred Prescription Drugs -- expedite the approval for inclusion on the
preferred drug list any cornmonly used prescnption drugs.
Avoid increasing level of Annual Deductible
Include Medicate eligible retired employees and their dependents under the Plan's
Health Smart Initiative.

RECOMMENDATION FOR FINDING NO. 3:

The House Select Committee on Health Care recommends that the General Assemblly
review the State's policy of allowing current employees who retire with a minimum of 5
years of contributory tetirement service to be eligible for non-contributory health benefit
coverage by the State. The Committee further recommends that the General Assembly
review the option of changing eligrbility for non-contributory health benefit coverage as a
reured employee, for those future employees fust hired on or after October 1,2006, to a
schedule that requires a retired employee participating rn a State sponsored health benefit
plan to be eligible for a State contribution toward the premium tequired for health benefit
coverage on the following schedule:

Years of Serwice Percent State percent Employee
Contributory Contribution To Contribution To
Retirement Svc. Premium premium

a

a

o

a

5 up to 10 years
10 up to 20 yearc
20 years *

0o/o

50o/o

700o/o

700o/o

50o/o

0o/o

The Committee recommends that review of this potential policy change include the actuarial
analysis of bills currendy proposing a similar policy change and also any available
tnlgrmltion on the potential financial effect changing this policy may have on the reporting
of liabilities associated with the cost of redred employee health benefits as specified in
coming Governmental Accounting Standards B oards guideline s.

FINDING 4: Private Sector Apptoaches

Many companies in the private sector are addressing the delivery of employer-sponsored
health benefits to their employees. Information provided by thtee of Nbrth Carolina's most
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Prormnent Pnvate corPorate sector companies, BB&T, Capitol Broadcastjng, and SAS
Institute, indicate that each company has progtessively incorporated some form of wellness
and disease management activity effort for over twenty years. Capitol Broadcasting and
BB&T rePresentatives discussed financial incentives provided to employees to encourage
them to be screened for chtonic diseases and to participate in progtams designed to manage
those diseases. The SAS Institute representative spoke extensively on theu.ifott, to reduce
absenteeism and improve productivity of its employees by grving them comprehensive
primary cate and wellness management at the worksite. Following are excerpts from each
comPany tepresentatrve:

BB&T Corp

A voluntary wellness initiative, called "LifeForce," which has been in effect nearly Z0
years. Under this progtam, which 75o/o of BB&T workers participate in, employees
get a basic physical examination from a nurse practidoner twice a year. Also, once a
yer vety comprehensive blood panels are done. The bank pays for the cost of
LrfeForce (except for the blood work, which is paid for by the employee) and
workers. get theu physicals on company time. Mr. Sapp said that the progtam focuses
on diet/weight, cardrovascular health, early detection and substance 

"U"r. 
(especially

smoking; a smoker can enter the program but can not reach its highest levels without
quitting - as a result many employees have given up smoking). Mr. Sapp said that
BB&T has found that LrfeForce participants "incur about 20o/olowet medical costs
and less absenteeism from medically related reasons than the rest of our employees."
The bank passes these lower costs on to its workers. Mr. Sapp stated that an
individual employee saves about 9500 a year and families about $1,000 rn health
costs. He noted that, even with this "significant economic incentive" and even with
many attempts by the company to reach 700o/o participauon,25oh of company
employees do not participate.

A disease management ptogram for employees not participating in LifeForce. Mr.
Sapp said that all workers not in the wellness program "must complete a health
questionnaue and have a blood panel to remain in the bank's health plan" @B&T
pays the firll cost of the blood wotk). This information is sent to an outside vendor.
independent of the bank. If warranted by the results of the questionnair e andf or
blood panel, the vendor contacts the employee and suggests a course of treatment
(e.g., see a doctor). If the employee fails to follow the recommended course of
treatment, their health benefits insurance deductjble is raised, but they are not
removed from the bank's health plan.

"Shifting costs to those who use the system the most." Mr. Sapp referred to studies
that show that "about 15% of BB&T employees account for 80% of medical cosrs."
He said that these "high cost useJs" fall into three categories: (1) "over users or
abusers who do not personally manage their health care costs"; (2) "Early under
users who become later heavy users" because they do not get medical care soon
enough"; and (3) "People that get sick" - which BB&T can not do anything to
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Prevent. While nothing can be done about the last category, Mr. Sapp said that the
"first two deserve management." To reduce ovenrse of health care services, Mr.
Sapp said that BB&T has raised insurance co-payments to $30 for a doctor's visit
and $40 for specialists, while also increasing prescnption drug co-pays and adding
significant incentives to use generics. The result "People cut down health care costs
on their own," Mr. Sapp said, and this has reduced the bank's costs - $10 million in
savings have been generated by these cost shifts. He added: "A number of people
waste medical services when they are'ftee."

o Creating Health Savings Accounts (HSAt. Mr. Sapp referred to a preliminary study
which he said indicates that BB&T employees "with higher deductibles incur less
medical exPenses and less medically related absenteeism." He acknowledged that this
may be pardy caused by selection, but he added that it also suggests that "people will
manage their health care costs rationally when they have to incur the cost
personally."

SAS Institute: Established in 1980, SAS has a self-funded indemnity plan. They added a
PPO option ur2004. The PPO has lower cost sharing. If the employee stays in the network
thc employee Pays no deductible - there is a "heavy deductible" if the employee goes outside
of the network. SAS pays the employee's share of the premium for both plans. Employees
pay a specified amount ($100 to 915O/month for the indemniry plan; 975/9110 for the ppO)
fot dependent/family coverage plus 20% co-insurance for the indemnity plan and $10/$20
co-pays for the PPO. Both plans have out-of-pocket maximums of g500 for individuals and
$1,000 for dependents/families. Both plans offer 700o/o coverage (no co-pays or co-
insurance) of wellness benefits, including well-child exams for the first 14 months.

The SAS employee ptescription drug plan has no formulary. SAS believes that "the provider
is the best judge of what medications a patient needs," said Ms. Adcock. There is limited use
of prior authorization and medical necessity verification. SAS grves financial incentives for
employees to choose generic drugs and use mail order.

SAS also covers chiroptactic, massage therapy and acupuncture servic6s (SAS pays 8070 after
the deductible is met; there is a combined $3,600 annual limit for these 3 services).

Central to the SAS health care benefit system is their Health Care Center (HCC) (opened in
1984, recendy expanded to 34,000 square feet). The HCC has a staff of 59, including 4
physicians, 10 nurse ptactitioners, other nurses, a psychologist, and lab technicians. 657o of
the 4,200 SAS employees (and 6,000 dependents) who work in the Cary headquarters receive
their primary cate through the HCC. The other 35o/o rcceive complementary or wraparound
cate there. SAS accepts the fact that an employee will have to leave his or her desk ro go ro
the HCC, said Ms. Adcock, but they usually have a round trrp of only 30 minutes for a visit.
SAS provides numetous disease management and healtl education programs through the
HCC. "It is always cheaper to prevent illness and disability than to Eeat it," she added.
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Capitol Broadcasting Corporation: Offers more choices for coverage. Currently,
employees have PPO, HMO and point-of-service eOS) options.

o Providing employees rvith a "health advocate" who is available to help them
"rnaneuver through a complex medical system." The health advocate gives
employees advice on finding health care services, including idennfying appropriate
specialists or facilities.

For 20 years, CBC has sponsored employee health fairs to actively encourage healthier
lifestyles for its employees. The health fair is administered by WakeMed anJ has tlree
phases:

o Phase I - employees complete a health risk assessment and get tested to measgre
cholesterol, triglycerides, glucose, height/weight, blood plessure, etc.

o Phase II - WakeMed compiles the test results and meets with the employee to
discuss what lifestyle changes the employee needs to make. The emplcyee's wellness
profile results are sent to the employee's primary care provider.

o Phase III - employees go to WakeMed fot a full physical examination, including
marnmograms and other screenings and fitness and nutrition work.

To improve employee participation CBC offers a financialincentive. CBC pays the
employees' health insurance premium if the employee participates in a health fair. If the
employee does not participate, tley must pay 20o/o of the premium cost. CBC also pays
nearly 2/3 of the cost of dependent coverage.

FINDINGS 5: HEALTH SAVINGS ACCOUNTS AND HEALTH
REIMBURSEMENT ACCOUNTS

Health Savings Accounts (HSAt and Health Reimbursement AccountsftIRAs) are ways ro
provide health benefits at a lower cost. One of the advantages of an HSA is its portability.
HSAs make "individuals responsible for mote of therr own care," making people smarter
consumers of health care services.

Unlike HSAs, which emphasize employee control of health benefits, HRAs 
^te ^n 

opuon
that gives more control to employers. An HRA is a "consumer-dtected health plan
(CDHP)" in which a business can give employees financial incentives to encourage
employees to get health risk assessments and then make the lifestyle changes n..irr^ty to
improve health and teduce the utilization of medical senrices. HRAs are modeled after
flexible spending accounts - except that in an HRA unused funds may be rolled forward to
future years. HSAs use the employees'money (although employers can contribute). Only
employers contribute to an HRA and the employer designs the benefit plan.

According to Aon Consulung, there were 3 million plan participants in 2005 and that
number is expected to double n 2006. Sevetal states are offering HSA options to state and
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local govemment employees. Aon further states that health care costs are growing at a
slower rate in HSAs than in traditional PPOs.

FINDING 6: UNC.SYSTEM COMMENTS

Accotding to Ms' Kitty McCollum, Associate Vice President of Human Resources of
University of North Carolina - General Adminisuation, The UNC system has made efforts
to improve health benefits coverage for its employees. UNC wants to give new State Health
Plan Executive Administratot George Stokes "a chance to improve" the Plan. So far, they
are impressed with Mr. Stokes'effotts, including the professionals he has added to the Plan's
staff and the outreach that he and his staff have made to Plan "customers," including UNC,
to get input. UNC hopes that Mr. Stokes will take what it has learned and use it to improve
the State Health Plan.

VII. OTHER COMMITTEE RECOMMENDATIONS

1' The House Select Committee on Health Care recommends that the General
Assembly enact "AN Acr ro REENACT THE LONG TERM CARE
INSURANCE TAX CREDIT, AS RECOMMENDED BY THE HOUSE SELECT
COMMITTEE ON HEALTH CARE.''

2. The House Select Committee on Health Care recommends that the General
Assembly enact "AN Acr ro pRovIDE FoR THE REPORTING oF
DETAILS OF SETTLEMENTS OF MEDICAL MALPRACTICE CLAIMS, AS
RECON{MENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE.''

3. The House Select Committee on Health Care recommends that the General
Assembly enact "AN ACT To ALLow FoR PAYMENT oF FUTURE
EXPENSES ARISING FROM MEDICAL MALPRACTICE ACTIONS TO BE
BY PERIODIC PAYMENTS, AS RECOMMENDED BY THE HOUSE SELECT
COMMITIEE ON HEALTH CARE.''

4. The House Select Commrttee on Health Care recommends that the General
Assembly enact "AN ACT To MoDIFy AppEAL BONDS IN MEDICAL
MALPRACTICE ACTIONS, AS RECOMMENDED BY THE HOUSE SELECT
COMMITTEE ON HEALTH CARE.''

5' The House Select Committee on Health Care recommends that the General
Assembly enact "AN ACT To ALLow FoR BIFURCATION oF ISSUES oF
LIABILITY AND DAMAGES IN MEDICAL MALPRACTICE ACTIONS, AS
RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE.''
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PROPOSED LEGISLATION

Following ate the legislative proposals recommended by the subcommrttees and accepted by
the House Select Committee on Health Carc at its April 71,2006 meeting. The House Select
Committee recommends that the General Assembly consider the following legislative
proposals:

''AN ACT TO PROVIDE THAT THE COUNTY SHARE OF THE
NONFEDERAL SHARE OF MEDICAID COSTS FOR THE 2006-2007
FISCAL YEAR SHALL NOT EXCEED THE COUNTY SHARE PAID BY
EACH COUNTY FoR THE 2005-2006 FISCAL yEAR; To AppRopRIATE
FUNDS TO COVER THE COST TO THE GENERAL FUND OF
CAPPING THE COUNTY SHARE; TO APPLY THE CAP BEGINNING
IJTITH THE 2006-2007 FISCAL YEAR AND THEREAFTER; AND To
PROVIDE FOR FURTHER REDUCTION IN THE COUNTY SHARE ON
A TARGETED BASIS USING SAVINGS REALIZED FROM THE
MEDICARE PART D PROGRAM, AS RECOMMENDED BY THE HOUSE
SELECT COMMITTEE ON HEALTH CARE.''

''AN ACT TO PROVIDE FOR THE IDENTIFICATION OF PRIMARY
STROKE CENTERS; TO DISSEMINATE INFORMATION TO THE GENERAL
PUBLIC AND EMERGENCY CARE PROVIDERS ABOUT THE LOCATION OF
PRIMARY STROKE CENTERS; AND TO FACILITATE APPROPRIATE
EMERGENCY STROKE CARE, AS RECOMMENDED BY THE HOUSE SELECT
COMMITTEE ON HEALTH CARE.''

''AN ACT TO MAKE CHANGES TO THE STATUTORY BASIC AND
STANDARD HEALTH PLANS FOR SMALL EMPLOYERS, AS RECOMMENDED
BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.

''AN ACT TO STRENGTHEN THE AUTHORITY OF THE NORTH
CAROLINA MEDICAL BOARD TO DISCIPLINE PHYSICIANS AND CERTAIN
OTHERS AUTHORIZED TO PRACTICE MEDICINE IN ORDER TO IMPROVE
PATIENT SAFETY, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE
ON HEALTH CARE.''

''AN ACT TO APPROPRIATE FUNDS FOR THE STATEWIDE PROGRAM
ON INFECTION CONTROL AND EPIDEMIOLOGY, AS RECOMMENDED BY
THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

.AN ACT TO ESTABLISH A NURSING FACULTY FELLOWS PROGRAM
AND TO APPROPRIATE FUNDS FOR THAT PURPOSE, AS RECOMMENDED BY
THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

Hourc Sehct Commiilee on Heahh Care
Intein Rcport tu General Aremb!
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''AN ACT TO APPROPRIATE FUNDS TO THE DEPARTMENT OF
HEALTH AND HUMAN SERVICES, OFFICE OF RESEARCH,
DEMONSTRATIONS, AND RURAL HEALTH DEVELOPMENT, FOR A GRANT
PROGRAM TO ASSIST IN THE PROVISION OF PRII{ARY AND PREVENTTVE
MEDICAL SERVICES TO UNINSURED OR MEDICALLY INDIGENT PATIENTS,
AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE.''

''AN ACT TO ESTABLISH THE NORTH CAROLINA HEALTH INSURANCE
RISK POOL AND TO APPROPRIATE FUNDS THEREFOR, AS RECOMMENDED
BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

''AN ACT TO CREATE A JOINT COMMISSION TO STUDY ESTABLISHING
A FORMAL PLAN FOR TRANSITIONING FROM THE CURRENT SYSTEM OF
DELTVERING HEALTH CARE TO A SYSTEM THAT COVERS ALL NORTH
CAROLINIANS, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.''

''AN ACT TO REENACT THE LONG-TERM CARE INSURANCE TAX
CREDIT, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.''

''AN ACT TO PROVIDE FOR THE REPORTING OF DETAILS OF
SETTLEMENTS OF MEDICAL MALPRACTICE CLAIMS, AS RECOMMENDED BY
THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

''AN ACT TO ALLOW FOR PAYI\4ENT OF FUTURE EXPENSES ARISING
FROM MEDICAL MALPRACTICE ACTIONS TO BE BY PERIODIC PAYI\4ENTS,
AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE,.''

''AN ACT TO MODIFY APPEAL BONDS IN MEDICAL MALPRACTICE
ACTIONS , AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.''

''AN ACT TO AIIO!7 FOR BIFURCATION OF ISSUES OF LIABILITY AND
DAMAGES IN MEDICAL MALPRACTICE ACTIONS , AS RECOMMENDED BY
THE HOUSE SELECT COMMITTEE ON HEALTH CARE.''

Hoarc Select Committee or Health Care

Intein Repon tu Genera/Aaenb!
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Short Title: Cap Medicaid County Share. (Public)

Sponsors:

Referred to:

I

2

J

A BILL TO BE ENTITLED
AN ACT TO PROVIDE THAT THE COTJNTY SHARE OF THE NONFEDERAL

SHARE OF MEDICAID COSTS FOR THE 2006-2007 FISCAL YEAR SHALL
NOT EXCEED THE COLINTY SHARE PAID BY EACH COUNTY FOR THE
2005-2006 FISCAL YEAR; TO APPROPRIATE FLTNDS TO COVER THE COST
TO THE GENERAL FUND OF CAPPING THE COI]NTY SHARE; To APPLY
THE CAP BEGINNING WITH THE 2006.2007 FISCAL YEAR AND
THEREAFTER; AND TO PROVIDE FOR FURTHER REDUcTIoN IN THE
COUNTY SHARE ON A TARGETED BASIS USING SAVINGS REALIZED
FROM THE MEDICARE PART D PROGRAM, AS RECOMMENDED BY THE
HOUSE SELECT COMMITTEE ON HEALTH CARE.

The General Assembly of North Carolina enacts:
SECTION 1. Notwithstanding any other provision of law to the contrary,

each county's portion of the nonfederal share of Medical Assistance Program costs,
excluding administrative costs, for the 2006-2007 fiscal year and thereafter, shall not
exceed the amount paid by the county for the nonfederal share of Medical Assistance
Program costs, excluding administrative costs, for the 2005-2006 fiscal year. The
limitation on the county share shall be in effect regardless of growth in Medical
Assistance Program expenditures for the 2007-2008 fiscal year and thereafter.

SECTION 1.(a) There is appropriated from the General Fund to the
Department of Health and Human Services, Division of Medical Assistance, the sum of
thiny million three hundred ninety thousand dollars ($30,390,000) for the 2006-2007
fiscal year to cover the increased cost to the State resulting from the cap on county share
required by this section. These funds shall be allocated from savings realized in the
State Medical Assistance program from the Medicare Part D federal program for the
2006-2007 fiscal year.
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I The General Assembly recognizes that in future years there will not be
2 sufficient savings from Medicare Part D to cover the increased costs to the State
3 resulting from capping the county share at the 2005-2006 fiscal year level. It is the
4 intent of the General Assembly to appropriate additional funds to cover these costs in
5 future fiscal years.
6 SECTION 2. There is appropriated from the General Fund to the
7 Department of Health and Human Services, Division of Medical Assistance, the sum of
8 thirty-four million six hundred ten thousand dollars ($34,610,000) for the 2006-2007
9 fiscal year. These funds shall be allocated from savings realized from the Medicare Part
l0 D federal program for the 2006-2007 fiscal year. The Department shall allocate these
I I funds to reduce the county share of the nonfederal share of Medical Assistance Program
12 expenditures, as follows:
13 (l) Forty percent (40%) shall be allocated among counties with a
14 Medicaid eligible population of twenty-five percent (25%) or greater
15 of the total county population. The allocation shall be based on a
16 county's percentage of the total Medicaid budget for all counties with a
17 Medicaid eligible population of twenty-five percent (25%) or greater.
18 (2) Fifty-five percent (55%) shall be allocated among counties with a
19 Medicaid eligible population of at least fifteen percent (15%) but less
20 than twenty-five percent (25%) of the total county population. The
2l allocation shall be based on a county's percentage of the total Medicaid
22 budget for all counties with a Medicaid population of at least fifteen
23 percent (15%) but less than twenty-five percent (25%).
24 (3) Five percent (5%) shall be allocated to counties with a Medicaid
25 population of less than fifteen percent (l5o/o) of the total county
26 population. The allocation shall be based on a county's percentage of
27 the total Medicaid budget for all counties with a Medicaid population
28 of less than fifteen percent (15%).
29 Funds allocated under this section may be increased to reflect growth in
30 Medicaid expenditures for the preceding fiscal year. It is the intent of the General
3l Assembly to appropriate additional funds to cover these costs in future fiscal years.
32 SECTION 3. This act becomes effective July 1.2006.
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Short Title: Primary Stroke Centers. (Public)

Sponsors: Representatives

Referred to:

I
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A BILL TO BE ENTITLED
AN ACT TO PROVIDE FOR THE IDENTIFICATION OF PRIMARY STROKE

CENTERS; TO DISSEMINATE INFORMATION TO THE GENERAL PUBLIC
AND EMERGENCY CARE PROVIDERS ABOUT THE LOCATION OF
PRIMARY STROKE CENTERS; AND TO FACILITATE APPROPRIATE
EMERGENT STROKE CARE, AS RECOMMENDED BY THE HOUSE SELECTo:

7 COMMITTEE ON HEALTH CARE.
8 Whereas, stroke is one of the leading causes of long-term disability; and
9 Whereas, as many as twenty-five percent of stroke survivors are pennanently
l0 disabled; and
I I Whereas, stroke is the third leading cause of death in North Carolina; and12 Whereas, North Carolina is situated in the country's "stroke Belt," with North
l3 Carolina ranking fourth in the nation for stroke-related death; and
14 Whereas, 5,000 North Carolinians die of stroke each year; and
15 Whereas, nearly thirty percent of all people who have strokes are younger
16 than 65 years ofage; and
17 Whereas, as the population of North Carolina ages, death and disability from
l8 stroke will increase dramatically if this State does not implement strategies based on
l9 sound research that will improve the outcomes of stroke victims across this State; and
20 Whereas, the Institute of Medicine of the National Academy of Science has2l recommended the establishment of coordinated systems of care as a means of improving
22 the level of medical treatment that patients receive; and
23 Whereas, in agreement with the Institute of Medicine report, national medical
24 experts from a wide range of disciplines have concluded that improving the organization

-?5 
of stroke care through the development of statewide stroke care systems offers one

lt6 means of reducing the burden of stroke on a community basis; and
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Whereas, there has not been an appreciable change in the organization of
stroke care in the State over recent years; Now, therefore,
The General Assembly of North Carolina enacts:

SECTION 1. Chapter l3lE of the General Statutes is amended by adding
the following new Article to read:

"Article 18.

"North Carolina Stroke Systems Act.
"S 131E-318. Scope and definitions.

(a)
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under this Chapter or other applicable State or federal law.
CI As used in this Article. the term:

center and includes a hospital identified by the Department as a
primary stroke center.
'Emersency medical dispatcher' has the same meaning as in
G.S. l3lE-155.

review committee as defined in G.S. 13lE-I55.
"8 1318-319. Identification of primarv stroke center hospitals.

t shall i

Q ifu a hosoi
for identification. has current JCAHo Certificate of Distinction as a
primary stroke center. or its equivalent. and has otherwise complied
with this act and rules of the Department. The Department shall not

identi
centers.

(b) A hospital may use the term 'primary stroke center' in its published materials
only if the Department has identified the hospital as a primary stroke center in
accordance with this Article.

(1)

{A

(3)

g)

(3)

the

sion on A

primary stroke center. The Department may develop materials

primary stroke center.

(s) The
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lso oublish

center: and
(3) That the identified hospital has a rieht but is not required to be listed

on the Department's Web site as a primary stroke center.(.d) The Department shall send a list of primary stroke centers and their locations
to all emergency medical services providers.

G) Except as otherwise provided in this subsecti
a Prima{v stroke center terminates on the date the hospital ceases to quali$, }or the
identification in accordance with rules adopted bv the Department. A hosnital identified

(])

L2)

primary stroke center:

Ll)

@

hasCI

after the date the hospital ceases to qualifr for identification: and

ider in

center
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italto advi
"Q 131E-321. Prehospital medical services for stroke victims.

(s)

prehospital providers.

ASSI

policies and procedures shall provide for. at a minimum:
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(!) Training of first responders on strok€ recognition and treatment.
including emergency screening procedures. per certification cycle or
per another period based upon recommendations by the peer review

4 committee:
5 (A Protocols for rapid transport to a primary stroke center when rapid
6 transport to a primary stroke center is appropriate: and
7 (3) Response" on-site. and transport times should be monitored to

minimize delays in the initiation of hospital-based treatment.
9 "Q 131E-322, Rule-makine authoritv.
l0 The Department may adopt rules to implement this Article."
I I SECTION 2. This act becomes effective January 1,2007.
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Short Title: Health Plans/Changes to Basic and Std. (Public)

Sponsors: Representatives

Referred to:
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A BILL TO BE ENTITLED
ACT TO MAKE CHANGES TO THE STATUTORY BASIC AND STANDARD

HEALTH PLANS FOR SMALL EMPLOYERS, AS RECOMMENDED BY TI{E
HOUSE SELECT COMMITTEE ON HEALTH CARE.

The General Assembly of North Carolina enacts:
SECTION l. G.S. 58-50-125(a) reads as rewrinen:

"(a) To improve the availability and affordability of health benefits coverage for
small employers, the Committee shall recommend to the Commissioner two plans of
coverage, one of which shall be a basic health care plan and the second of which shall
be a standard health care plan. Each plan of coverage shall be in two forms, one of
which shall be in the form of insurance and the second of which shall be consistent with
the basic method of operation and benefit plans of HMOs, including federally qualified
HMOs. On or before January l, 1992, the Committee shall file a ptogtess tepbrt *ith
the Commissioner. The Committee shall submit the recommJndJd plani to the
Commissioner for approval within 180 days after the appointment of the Committee
under G.S. 58-50-120. The Committee shall take into consideration the levels of health
benefit plans provided in North Carolina, and appropriate medical and economic
factors, and shall establish benefit levels, cost sharing, exclusions, and limitations. On

tober l. 2006. both plans mav heve optional deductible and co-
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I section, in developing and approving the plans, the Committee and the Commissioner
2 shall give due consideration to cost-effective and life-saving health care services and to
3 cost-effective health care providers. The Committee shall file with the Commissioner its
4 findings and recommendations, and reasons for the findings and recommendations, if it
5 does not provide for coverage by any type of health care provider specified in
6 G.S. 58-50-30. The recommended plans may include cost containment features such as,
7 but not limited to: preferred provider provisions; utilization review of medical necessity
8 of hospital and physician services; case management benefit alternatives; or other
9 managed care provisions."
l0 SECTION 2. G.S. 58-50-125(d) reads as rewritten:
l l "(d)
12

13 As a condition of transacting business as a small employer carrier in this State, the
14 carrier shall either offer small employers at least one basic and one standard health care
15 plan-. ptan or tne atternatl
16 Every small employer that elects to be covered under such a plan and agrees to make
17 the required premium payments and to satis$ the other provisions of the plan shall be
l8 issued such a plan by the small employer carrier. The premium payment requirements
l9 used in connection with basic and standard health care plans may address the potential
20 credit risk of small employers that elect coverage in accordance with this subsection by
2l means of payment security provisions that are reasonably related to the risk and are
22 uniformly applied.
23 If a small employer carrier offers coverage to a small employer, the small employer
24 carrier shall offer coverage to all eligible employees of a small employer and their
25 dependents. A small employer carrier shall not offer coverage to only certain
26 individuals in a small employer group except in the case of late enrollees as provided in
27 G.S. 58-50-130(a)(a). A small employer carrier shall not modif, any health benefit plan
28 with respect to a small employer, any eligible employee, or dependent through riders,
29 endorsements, or otherwise, in order to restrict or exclude coverage for certain diseases
30 or medical conditions otherwise covered by the health benefit plan. In the case of an
3l eligible employee or dependent of an eligible employee who, before the effective date
32 of the plan, was excluded from coverage or denied coverage by a small employer carrier
33 in the process of providing a health benefit plan to an eligible small employer, the small
34 employer carrier shall provide an opportunity for the eligible employee or dependent of
35 an eligible employee to enroll in the health benefit plan currently held by the small
36 employer."
37 SECTION 3. G.S. 58-50-125 is amended by adding the following new
38 subsection to read:
39 "(dl) Alternative Coverage Permitted. -
40 (-!) In general. - In the case of health insurance coverage offered in this
4l State. a small employer carrier may elect to limit the coverage offered
42 under subsection (d) of this section as long as it offers at least two
43 different policy forms of health insurance coveraee both of which:
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Are designed for. made generally available to. and actively
marketed to. and enroll self-employed individuals and other
small employer groups: and
Meet the requirement of subdivision (2) or (3) of this
subsection. as elected by the small employer carrier.

Q choice of most popular policy forms. - The requirement of this
subdivision is met. for health insurance coverage polic), forms offered
by a small employer carrier. if the small employer carrier offers the
policy forms for small group health insurance coverage with the two

ier in thi
service area. as may be prescribed by rules or regulations. by the small
employer carrier in the small group market in the period involved.

(3) Choice of two policy forms with representative coverage. -a. In general. - The requirement of this subdivision is met for
health insurance coverage policy forms offered by a small
employer carrier in the small group market if the small
employer carrier offers a lower-level coveraee policy form. as
described in sub-subdivision b. of this subdivision. and a
hieher-level coverage policy form. as described in
sub-subdivision c. of this subdivision. each of which includes
benefits substantially similar to other small group health
insurance coveraee offered by the small emplo)rer carrier in this
State.

b. Lower-level coverage policy form. - A polic), form is deemed a
Iower-level coverage policy form for this subdivision if the
actuarial value of the benefits under the coverage is at least
eighty-five oercent (8502) but not greater than one hundred
percent (100o/o) of a weighted averase. as described in
sub-subdivision d. of this subdivision.

c. Higher-level coverage policy form. - A policy form is deemed a
higher-level coverage policy form for this subdivision if:
l. the actuarial value of the benefits under the coverage is

at least fifteen percent (157o) greater than the actuarial
value of the coverage described in sub-subdivision b. of
this subdivision offered by the small employer carrier:
and

2. the actuarial value of the benefits under the coverase is
at least one hundred percent (1007o) but not greater than
one hundred trventy percent (120olo) of a weiehted
average. as described in sub-subdivision d. of this
subdivision.

d. Weighted average. - For the purposes of this subdivision. the
weighted average described in this sub-subdivision is the

b.

forms
ble m
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I
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J

4

average actuarial value of the benefits provided by all the health
insurance coverage issued. as elected by the small employer
carrier. either by that small employer carrier or all small

the previous year. not including coverage issued under this
section. weighted by enrollment for the different coverage.

Election. - The small emnlover carrier elections of the policies to be
offered under this subsection shall apply uniformly to all small
employers in this State for that small employer carrier. The election
shall be effective for a period of not less than two years.
Assumptions. - For the pumoses of subdivision (3) of this subsection.

ial value of
coverage shall be calculated based on a standardized population and a
set of standardized utilization and cost factors.
If a small employer carrier chooses to offer the plans under this
subsection and discontinues coverage under the basic or standard
health benefit plans. the carrier shall make available to the insured

to this subsection shall constitute replacement coverage and shall be
rated in accordance with G.S. 58-50-130(b)(3).

provisions of this subsection.
of this subsection onlv. noli

SECTION 4. G.S. 58-68-40(e)(2) reads as rewritten:
"(2) A self-employed individual as defined in G.S. 58-50-110(2la), except

as otherwise provided for the basic and standard health care plans or
other plans as provided under G.S. 58-50-125(dl) under the North
Carolina Small Employer Group Health Coverage Reform Act."

SECTION 5. G.S. 58-50-130(bXl) reads as rewritten:
"(b) For all small employer health benefit plans that are subject to this section,

premium rates for health benefit plans subject to this section are subject to the following
provisions:

(l) Small employer carriers shall use an adjusted-community rating
methodology in which the premium for each small employer can vary
only on the basis of the eligible employee's or dependent's age as
determined in accordance with subdivision (6) of this subsection, the
gender of the eligible employee or dependent, number of family
members covered, or geographic area as determined under subdivision
(7) of this
subdivision (9) of this subsection. Premium rates charged during a
rating period to small employers with similar case characteristics for
same coverage shall not vary from the adjusted community rate .by
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more than
reason, including differences in administrative costs and
experience."

SECTION 6. G.S. 58-50-l l0(5a) reads as rewrinen:
"(5a) 'Case characteristics' means the demographic factors ogeo gender,

family size, an$geographic Mier.location. and ind "
SECTION 7. G.S. 58-50-l l0 is amended by adding the following

subdivision to read:

associated with a specific industry."
SECTION 8. G.S. 58-50-130(bX2) reads as rewrinen:
'(2) Rating factors related to age, gender, number of family members

covered, eFgeographic ay be developed
by each carrier to reflect the carrier's experience. The factors used by
carriers are subject to the Commissioner's review;"

SECTION 9. G.S.58-50-130(b) is amended by adding the following new
subdivision to read:

"(9) In any case where the small employer carrier uses industry as a case
characteristic in establishing premium rates. the rate factor associated
with any industry classification divided by the lowest rate factor
associated with any other industry classification shall not exceed 1.2."

SECTION 10. G.S. 589-50-130(f) reads as rewrinen:
"(0 Each small employer carrier shall file with the Commissioner annually on or

before March l5 an actuarial certification certiffing that it is in compliance with this
Act and that its rating methods are actuarially sound. The small employer carrier shall
retain a copy of the certification at its principal place of business. The Commissioner
maY adopt rules to carry out the purposes and provisions of this subsection and

establi
format of actuarial certifi cations. "

SECTION 11. G.S. 58-50-130(bX7) reads as rewritten:
"(7) For the purposes of subsection (b) of this section, a carrier shall net

to mean medical care svstem. Medical care system factors shall reflect

not excessive. inadequate. or unfairly discriminatory in such medical
care sYstem areas. and shall be revenue neutral to the small employer
carrier: and"

SECTION f2. G.S. 58-50-149 reads as rewritten:
"S 58-50-149. Limit on cessions to the Reinsurance pool.

In addition to any individual or group previously reinsured in accordance with
G.S. 58-50-150(gxl), the Pool shall only reinsure a health benefit plan issued or
delivered for original issue by a reinsuring carrier on or after October l, lggl, if the
health benefit plan provides coverage to a small employer with no more than 25 eligible

for any
claims
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I employees, including self-employed individuals. Notwithstanding any other provision
2 of law. the Pool shall cease to reinsure any individual or group uless that individual or
3 group is reinsured by the Pool on January l. 2007."
4 SECTION 13. Article 50 of Chapter 58 of the General Statutes is amended
5 by adding the following new section to read:
6 "S 58-50-157. Termination of the North Carolina Small Employer Health
7 Reinsurance Pool.
8 The Pool shall continue in existence subject to the provisions of G.S. 58-50-149 and
9 to termination in accordance with the requirements of a law or laws of the State of
l0 North Carolina orthe United States of America. In case of enactment of a law or laws
I I that in the determination of the Board and the Commissioner shall result in the
12 termination of the Pool. the Pool shall terminate and conclude its affairs in a manner to
13 be determined by the Board with the approval of the Commissioner. Any funds or assets
14 of any nature held by the Pool following termination and the payment of all claims and
15 expenses of the Pool shall be distributed to the Pool Member small emplo)'er caniers
l6 existing at that time in accordance with the then-existing assessment formula found in
17 the Pool's Plan of Operation. The Pool may also assess members in accordance with the
l8 then-existing assessment formula should there be claims and expenses of the Pool for
19 which current assessments or funds do not provide adequate resources to cover."
20 SECTION 14. G.S. 58-50-120,58-50-125(b), and 58-50-125(e) and (g) are
2l repealed.
22 SECTION 15. G.S. 58-50-125(f) reads as rewritten:
23''(f)Everysmallemployercarriershallfairlymarket
24 all health benefit plans it sells in the small group market to all small
25 employers in the geographic areas in which the carrier makes coverage available or
26 provides benefits."
27 SECTION 16. This act is effective when it becomes law.
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Short Title: Strengthen NC Medical Board. (Public)

Sponsors: Representatives
:

Referred to:
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A BILL TO BE ENTITLED
AN ACT TO STRENGTHEN THE AUTHORITY OF THE NORTH CAROLINA

MEDICAL BOARD TO DISCIPLINE PHYSICIANS AND CERTAIN OTHERS
AUTHORIZED TO PRACTICE MEDICINE IN ORDER TO IMPROVE PATIENT
SAFETY, AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON
HEALTH CARE.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. 90-14 reads as rewrifien:
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(a)

Revocation, suspension, annulment or denial of license.
The Board shall have the power to place on probation with or without

limitations and

deny, annul, suspend, or revoke a license or other authority to practice medicine in this
State, issued by the Board to any person who has been found by the Board to have
committed any of the following acts or conduct, or for any of the following reasons:

(l) Immoral or dishonorable conduct.
(2) Producing or attempting to produce an abortion contrary to law.
(3) Made false statements or representations to the Board, or who has

willfully concealed from the Board material information in connection
with an application for a license.

(4) Repealed by Session Laws 1977, c. 838, s. 3.
(5) Being unable to practice medicine with reasonable skill and safety to

patients by reason of illness, drunkenness, excessive use of alcohol,
drugs, chemicals, or any other type of material or by reason of any
physical or mental abnormality. The Board is empowered and
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(6)

(7)

(8)

authorized to require a physician licensed by it to submit to a mental or
physical examination by physicians designated by the Board before or
after charges may be presented against the physician, and the results of
the examination shall be admissible in evidence in a hearing before the
Board.
unprofessional conduct, including, but not limited to, departure from,
or the failure to conform to, the standards of acceptable and prevailing
medical practice, or the ethics of the medical profession, irrespective
of whether or not a patient is injured thereby, or the committing of any
act contrary to honesty, justice, or good morals, whether the same is
committed in the course of the physician's practice or otherwise, and
whether commifted within or without North carolina. The Board shall
not revoke the license of or deny a license to a person solely because
of that person's practice of a therapy that is experimental,
nontraditional, or that depans from acceptable and prevailing medical
practices unless, by competent evidence, the Board can establish that
the treatment has a safety risk greater than the prevailing treatment or
that the treatment is generally not effective.
conviction in any court of a crime involving moral turpitude, or the
violation of a law involving the practice of medicine, or a conviction
of a felony; provided that a felony conviction shall be treated as
provided in subsection (c) of this section.
By false representations has obtained or attempted to obtain practice,
money or anything of value.

(9) Has advertised or publicly professed to treat human ailments under a
system or school of treatment or practice other than that for which the
physician has been educated.

(10) Adjudication of mental incompetency, which shall automatically
suspend a license unless the Board orders otherwise.

(ll) Lack of professional competence to practice medicine with a
reasonable degree of skill and safety for patients. In this connection the
Board may consider repeated acts of a physician indicating the
physician's failure to properly treat a patient. The Board may, upon
reasonable grounds, require a physician to submit to inquiries or
examinations, written or oral,

nnysieians lieenq as the Board
deems necessary to determine the professional qualifications of such
licensee. In order to annul, suspend, deny, or revoke a license of an
accused person, the Board shall find by the greater weight of the
evidence that the care provided was not in accordance with the
standards of practice for the procedures or treatments administered.

(l la) Not actively practiced medicine or practiced as a ph),sician assistant.
or having not maintained continued competenc)'. as determined by the
Board. for the two-year oeriod immediately preceding the filing of an

DRH I 0408-RUqq-3 9 (03 /20)
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(12) Promotion of the sale of drugs, devices, appliances or goods for a
patient, or providing services to a patient, in such a manner as to
exploit the patient, and upon a finding of the exploitation, the Board
may order restitution be made to the payer of the bill, whether the
patient or the insurer, by the physician; provided that a determination
of the amount of restitution shall be based on credible testimonv in the
record.

(13) Having a license to practice medicine or the authority to practice
medicine revoked, suspended, restricted, or acted against or having a
license to practice medicine denied by the licensing authority of any
jurisdiction. For pu{poses of this subdivision, the licensing authorityb
acceptance of a license to practice medicine voluntarily relinquished
by a physician or relinquished by stipulation, consent order, oi other
settlement in response to or in anticipation of the filing of
administrative charges against the physician's license, is an action
against a license to practice medicine.

(14) The failure to respond, within a reasonable period of time and in a
reasonable manner as determined by the Board, to inquiries from the
Board concerning any matter affecting the license to practice
medicine.

(15) The failure to complete an amount not to exceed 150
continuing medical education during any three consecutive

hours of
calendar

years pursuant to rules adopted by the Board.

The Board may, in its discretion and upon such
terms and conditions and for such period of time as it may prescribe, restore a license so
revoked or reseind@'otherwise acted u except that no license that has been revoked
shall be restored for a period of two years following the date of revocation.

(b) The Board shall refer to the

all physicians and
physician assistantb whose health and effectiveness have been significantiy impaired by
alcohol, drug addiction or mental illness. Sexual misconduct shall not constituie mentil
illness for purposes of this subsection. A physician or ph)rsician assistant shall be

motion. or application to reactivate an inactive. suspended. or revoked

provisions of this subdivision.

DRFI I 0408-RUq q-39 (03 120) Page 3
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(c) A felony conviction shall result in the automatic revocation of a license
issued by the Board, unless the Board orders otherwise or receives a request for a
hearing from the person within 60 days of receiving notice from the Board, after the
conviction, of the provisions of this subsection. If the Board receives a timely request
for a hearing in such a case, the provisions of G.S. 90-14.2 shall be followed.

(d) The Board and its members and staff may release confidential or nonpublic
information to any health care licensure board in this State or another state about the
issuance, denial, annulment, suspension, or revocation of a license, or the voluntary
surrender of a license by a Board-licensed physician, including the reasons for the
action, or an investigative report made by the Board. The Board shall notif, the
physician within 60 days after the information is transmiued. A summary of the
information that is being transmitted shall be furnished to the physician. If the physician
requests, in writing, within 30 days after being notified that such information has been
transmitted, he shall be furnished a copy of all information so transmitted. The notice or
copies of the information shall not be provided if the information relates to an ongoing
criminal investigation by any law-enforcement agency, or authorized Department o1
Health and Human Services personnel with enforcement or investieative
responsibilities.

(e) The Board and its members and staff shall not be held liable in any civil or
criminal proceeding for exercising, in good faith, the powers and duties authorized bv
law.

(f) A person, partnership, firm, corporation, association, authority, or other entity
acting in good faith without fraud or malice shall be immune from civil liability for (i)
r€po*ing#reportilg-investigating or providins an expert medical opinion to ttre Board
regarding the acts or omissions of a licensee or applicant that violate the provisions of
subsection (a) of this section or any other provision of law relating to the fitness of a
licensee or applicant to practice medicine and (ii) initiating or conducting proceedings
against a licensee or applicant if a complaint is made or action is taken in good faith
without fraud or malice. A person shall not be held liable in any civil procieding for
testif,ing before the Board in good faith and without fraud or malice in any pro.erding
involving a violation of subsection (a) of this section or any other law relating to th-
fitness of an applicant or licensee to practice medicine, or for making a recommendation
to the Board in the nature of peer review, in good faith and without fraud and malice.(g) Prior to taking action against any licensee who practices integrative medicine
for providing care not in accordance with the standards of practice for the procedures or
treatments administered, the Board shall consult with a licensee who practices
integrative medicine. "

SECTION 2. G.S. 90-14.5 reads as rewritten:
"S 90-14.5. Use of depositions.

Page 4 DRHI 0408-RUqq-39 (03t20)
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members to conduct hearings as a hearing committee to take evidence.
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CI Evidence and testimony may be presented at hearings before the Board or a

(9) The hearing committee shall submit a recommended decision that contains
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maoe by the heann
to the Board.A quorum of the Board will issue a final decision."

SECTION 3. G.S. 90-14.13 reads as rewritten:
"S 90-14.13. Reports of disciplinary action by health care institutions; reports of

nal liabilitv insurance awards or settlements: immunity from
liabilitv.

G) The chief administrative officer of every licensed hospital or other health care
institution, including Health Maintenance Organizations, as defined in G.S. 58-67-5,
prefened providers, as defined in G.S. 58-50-56, and all other provider organizations
that issue credentials to physicians who practice medicine in the State, ihull, aftet
consultation with the chief of staff of that institution, report to the Board any revocation,
suspension, or limitation of a physician's privileges to practice in that
ifls+itn+ion. instituti on withi davs. whether or not the action has been appealed. A
hospital is not required to report the suspension of a physician's privileges for failure to
timely complete medical records unless the suspension is the third within the calendar
year for failure to timely complete medical records. Upon reporting the third
suspension, the hospital shall also report the previous two suspensions. The institution
shall also report to the Board resignations from practice in that institution by persons
licensed under this Article. The Board shall report all violations of this subsection
known to it to the licensing agency for the institution involved. The licensing agency for
the institution involved is authorized to order the payment of a monetary oenaltv of not

(b) Any licensed physician who does not possesS professional liability insurance
shall report to the Board any award of damages or any settlement of any malpractice
complaint affecting his or her practice within 30 days of the award or settlement.

G) The chief administrative officer of each insurance company providing
professional liability insurance for physicians who practice medicine in North Carolina,
the administrative officer of the Liability Insurance Trust Fund Council created by
G.S. I 16-220, and the administrative officer of any trust fund or other fund operated or

DRH I 0408-RUqq-3 9 (03/20) Page 5
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administered by a hospital authority, group, or provider shall report to the Board within
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(l)

I

2

J

4

5

6

7

8

9

l0
ll
12

l3
t4
l5
t6
t7
l8
l9
20
2l
22

23

24

25

26

27
28

29
30

3l
32

JJ
34

35

36

37

38

39

40
4l
42
43

provided by a
practitioner it insures, or

(2) Any cancellation or nonrenewal of its professional liability coverage of
a physician, if the cancellation or nonrenewal was for cause.

any person or entity that fails to make a report as required.
tO The Board may request details about any action covered by this section and

and to the person making a
report required by this section shall be immune from
liability resulting therefrom unless such person knew
reckless disregard of whether the report was false."

SECTION 4.(a) The subcommittee of the North Carolina Medical Board
and the subcommittee of the Board of Nursing, directed to work jointly to develop rules
to govern the performance of medical acts by registered nurses pursuant to G.S. 90-6(b),
shall examine adding the provisions of G.S. 90-14(a) to their joint rules that set fonh
grounds for action against a registered nurse's approval to perform medical acts..

SECTION 4.(b) The subcommittee of the North Carolina Medical Board
and the subcommittee of the North Carolina Board of Pharmacy, directed to work
jointly to develop rules to govern the performance of medical acts by clinical
pharmacist practitioners pursuant to G.S.90-6(c), shall examine adding the provisions
of G.S. 90-14(a) to the joint rules that set forth grounds for action against a clinical
pharmacist practitioner's approval to perform medical acts.

SECTION 4.(c) The North Carolina Medical Board, the Board of Nursing
and the North Carolina Pharmacy Board shall report to the Chairs of the House
Committee on Health, the Senate Commiffee on Health Care, the House Select
Committee on Health Care and the Subcommittee on Patient Safety, Quality and
Accountability of the House Select Committee on Health Care on the adoption of the
provisions of G.S. 90-la(a) as part of the joint rules governing the practice of medical
acts for nurse practitioners and clinical pharmacist practitioners. The boards shall file
their reports no later than August l, 2006.

SECTION 5. Section 4 of this act is effective when it becomes law. The
remainder of this act becomes effective October l, 2006. Section I applies to acts or
omissions that occur on or after the effective date. Section 2 applies to hearings held on

any criminal prosecution or civil
the report was false or acted in

(o

The Board shall report all violations of
this paragraph to the Commissioner of Insurance. The Commissioner of Insurance is

Page 6 DRH I 0408-RUqq-3 9 (03/20)
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I or after the effective date. Section 3 applies to awards entered or settlements entered

-^ 
2 into on or after the effective date.

v
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HOUSE DRH50509-RFz-13 (03/30)

Short Title: Spice Funds. (Public)

Sponsors: Representatives

Referred to:

I
2AN
aJ

4

A BILL TO BE ENTITLED
ACT TO APPROPRIATE FLTNDS TO THE STATEWIDE PROGRAM FOR

INFECTION CONTROL AND EPIDEMIOLOGY, AS RECOMMENDED BY
THE HOUSE SELECT COMMITTEE ON HEALTH CARE.

Whereas, approximately 200,000 people, or 5o/o of those hospitalized eacho; year, develop hospital acquired infections; and
7 Whereas, these infections result in approximately 90,000 deaths and $6.5
8 billion dollars in additional health care costs annualry; and
9 Whereas, the Statewide Program for Infection Control and Epidemiology

l0 (SPICE) provides educational programs for infection control professionals in hospitals
I I and for long-term care personnel, conducts infection control workshops at community
12 hospitals, area health education centers, and other health care facilities in the State,
l3 provides investigative and consulting services to health care facilities and professionals,
14 offers instruction at the School of Medicine at the University of North Carolina at
l5 Chapel Hill, and develops and publishes State guidelines for disease control for illnesses
16 such as SARS, Avian Influenza, antibiotic resistant organisms, and bioterrorist and
17 chemical agents, and provides other infection control. and epidemiological-related
l8 services; and
19 Whereas, high quality infection control programs such as those which SPICE
20 has helped to implement at hospitals and other health care facilities prevent infections,
21 add to patient safety, improve the quality careoand reduce health care costs; and
22 Whereas, expansion of the SPICE program would help ensure that all North
23 Carolina hospitals and health care facilities have high quality infection control programs
24 and would allow SPICE to provide additional collaborative assistance to hospitals as

45 they implement new infection control interventions, conduct on-site infection control
lt6 rounds, prepare ideal draft infection control policies and make them available on the



General Assembly of North Carolina Session 2005

I Internet, and provide hospital infection control in-services on a rotating basis; Now,
2 therefore,
3 The General Assembly of North Carolina enacts:
4 SECTION 1. There is appropriated from the General Fund to the School of
5 Medicine at the University of North Carolina at Chapel Hill the sum of six hundred
6 sixty-three thousand dollars ($663,000) for fiscal year 2006-2007 to be allocated to the
7 Statewide Program for Infection Control and Epidemiology.
8 SECTION 2. This act becomes effective July 1,2006.

Page2 DRH50509-RFz-13 (03/30)
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4/26/2006 4:41:00 PM

Short Title: Nursing Faculty Fellows program/Funds. (Public)

Sponsors:
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Referred to:

May 12,2005

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A NURSING FACULTY FELLOWS PROGRAM AND

TO APPROPRIATE FLTNDS FOR THAT PURPOSE.
The General Assembly of North Carolina enacts:

sEcrIoN l. chapter 90 of the General Statutes is amended
following new Article to read:

"Article 9H.

by adding the

"Nursing Faculty Fellows Program.
culty l'ellows Program established: ad

G)
following definitions apply:

o3
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The Di the
Authority shall coordinate the Program through the commission.

established under Article 9D of this Chapter.
Q Proeram. - The Nursins Facultv Fellows t
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bilitv of servi
for the execution. payment. and enforcement of promissory notes required under this
Article.
"-Q 90-171.98. Terms of loans: receipt and disbursement of funds.

G) All scholarship loans shall be evidenced by notes made payable to the State
tion Assis and

ipient's wi
meet the standards of the Commission.

(b) The SEAA shall forgive the loan if. within four years after graduation from
an aPproved program. the recipient teaches in a North Carolina school of nursing for

the
by cash payments. all indebtedness shall be repaid within l0 years.

(g) All funds appropriated to or otherwise received b), the prosram for
scholarships. all funds received as repavment of scholarship loans. and all interest
earned on these funds shall be placed in a revolving fund. The revolving fund may be
used only for scholarship loans granted under the Program."

SECTION 2. There is appropriated from the General Fund to the State
Education Assistance Authority the sum of four hundred thousand dollars ($400,000)
for the 2006-2007 fiscal year to provide for 50 nursing faculty scholarships in

nctrons

scholarshi

Page2 House Bill l7l8 Hl718-CSRI-31 [v.a]
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I accordance with Article 9H of Chapter 90 of the General Statutes, enacted in Section I

a ? 
of this utt'rr"rloN 

3. This act becomes effective July l, 2006.

H1718-CSRI-31 [v.4] House Bill l7l8 Page 3



t

o

o

o



DH

GENERAL ASSEMBLY OF NORTH CAROLINA

sEssIoN 2005

HOUSE DRHs0sl0-SQz-3 (03127)

Short Title: Funds for Community Health Centers. (Public)

Sponsors: Representatives

Referred to:

A BILL TO BE ENTITLED
AN ACT TO APPROPRIATE FUNDS TO THE DEPARTMENT OF HEALTH AND

HUMAN SERVICES, OFFICE OF RESEARCH, DEMONSTRATIONS, AND
RURAL HEALTH DEVELOPMENT, FOR A GRANT PROGRAM TO ASSIST IN
THE PROVISION OF PRIMARY AND PREVENTIVE MEDICAL SERVICES TO
UNINSURED OR MEDICALLY INDIGENT PATIENTS. AS RECOMMENDED

7 BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.
8 The General Assembly of North Carolina enacts:
9 SECTION f.(a) There is appropriated from the General Fund to the

l0 Department of Health and Human Services, Office of Research, Demonstrations, and
I I Rural Health Development (Office), the sum of fifteen million dollars ($15,000,000) for
12 the 2006-2007 fiscal year. These funds shall be allocated to federally qualified health
13 centers and those health centers that meet the criteria for federally qualified health
14 centers, State-designated rural health centers, free clinics, public health departments,
l5 and other nonprofit organizations that provide primary and preventive medical services
l6 to uninsured or medically indigent patients. These funds shall be allocated as grants on
17 a competitive basis to assist in the provision of care to uninsured or medically indigent
l8 patients. Grant funds appropriated in this act shall only be used to:
19 (l) Increase access to preventative and primary care services by uninsured
20 or medically indigent patients in existing or new health center
2l locations;
22 (2) Establish community health center services in counties where no such
23 services exist;
24 (3) Create new services or augment existing services provided to

d5 uninsured or medically indigent patients, including primary care and

-6 
preventative medical services, dental services, pharmacy, and

27 behavioral health: and

I
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(4) Increase capacity necessary to serve the uninsured by enhancing or
replacing facilities, equipment, or technologies.

Grant funds may not be used to enhance or increase compensation or other
benefits of personnel, administratorso directors, consultants, or any other parties. Grant
funds may not be used to supplant federal funds traditionally received by federally
qualified community health centers and may not be used to finance or satisff any
existing debt.

SECTION 1.(b) The Office shall work with the North Carolina Community
Health Center Association (NCCHCA) and the North Carolina Public Health
Association (NCPHA) to establish an advisory committee to develop an objective and
equitable process for awarding grant funds. The Office shall also develop auditing and
accountability procedures. Not more than one percent (l%) of the funds appropriated in
this section may be used to reimburse the Office for administering the grant program in
collaboration with the NCCHCA and the NCPHA.

SECTION l.(c) Recipients of grant funds shall provide to the Office
annually a written report detailing the number of uninsured and medically indigent
patients that are cared for, the types of services that were provided, and any other
information requested by the Office as necessary for evaluating the success of the grant
program.

SECTION l.(d) The Office shall work with the NCCHCA and NCPHA to
study and present recommendations for continuing funds to support the expansion of
community health centers, State-designated rural health centers, free clinics, and public
health departments to serve more of the State's uninsured and indigent population. The
Department of Health and Human Services shall report on the use of these funds to the
House Appropriations Subcommittee
Appropriations Committee on Health

Health and Human Services, the Senate
Human Services, and the Fiscal Research

on
and

Division not later than March 1,2007 .

SECTION 2. This act becomes effective July 1,2006.

Page2 DRH505 I 0-SQz-3 (03t27)
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Short Title: Establish High-Risk pool. (Public)

Sponsors:

Referred to:

I

2
a
J

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH THE NORTH CAROLINA HEALTH INSURANCE RISK

POOL AND TO APPROPRIATE FUNDS THEREFOR.
The General Assembly of North Carolina enacts:

SECTION 1.1. Article 50 of Chapter 58 of the General Statutes is amended
by adding a new Part to read:

"Part 7. North Carolina Health Insurance Risk pool.
"S 58-50-245. Definitions.

For the purposes of this Part:
the P
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individuals,

(f) "Board" means the Board of Directors of the pool.
g)

(5)

n
"church plan" has the meaning given that term under section 3(33) of
the Employee Retirement Income Securit), Act of 1974.

itable ttmea

A

any lnsurer.

a. A group health plan.
b. Health insurance coverage.
c.

(Medicare)
of Title Social
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G)

(2 "Federally defined elieible individual" means an individuar:

coverage under this Part. the aggreeate of the periods of

c.

(Medicaid). or any successor proeram. and who does not have
other health insurance coverage:
with respect to whom the most recent coverage within the

based on a factor relating to nonpayment ofpremiums or fraud:
e.

f.

who. if offered the option of continuation coverage under a
continuati r a simi

Who has

ted
described in sub-subdivision e. of this subdivision.

b.

d.

coverage offered in connection with such a plan:

program. elected this coverage: and

Page 2 DRH30400-LNz-230 (3 129)
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the terms of the nlan di

02 "Health i

any combination thereof.
Coverage issued as a supplement to liability insurance.
Liability insurance. including general liabiliqv insurance and
automobile liability insurance.
Workers' compensation or similar insurance.

Credit-only insurance.
Coverage for on-site medical clinics.
Other similar insurance coverage. specified in federal
regulations issued pursuant to P.L. 104-191. under which

insurance benefits.
Limited-scope dental or vision benefits.
Benefits for long-term care. nursing home care. home health
care. community-based care. or any combination thereof.

55 of Title l0.United States code (civilian Health and Medical
Program of the Uniformed Services - CHAMpUS).

m. Similar supplemental coverage provided to coverage under a
group health plan.

b.
c.

d.

e.

t
&
h.

l.

i
k.

l.

tl

maintenance organization subscriber contract. or any other health care

section 1882(gXl) of the Social Security Act.

arrangement through which health care services are provided by an

DRH30400-LNz-230 (3 /29) Page 3
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officers

04 "Insured" means an individual who is eligible to receive benefits from
the Pool. The term "insured" includes dependents and famillr members.
as applicable.

0l) "lnsurer"
this State. For the purposes of this Part. insurer includes an insurance
company. a hospital or medical service comoration. a health

OO "Medical care" means amounts paid for:
a. The diagnosis. cure. mitigation. treatment. or prevention of

dircurc. o. u.ount. puid for th. purpote of uff"rting uny
structure or function of the body:

b. Transportation primarily for and essential to medical care
..f"o.d to in rub-rubdiuirion u.of thit subdiuision: und

icles. bvla

0_Q "Pool" means the North Carolina Health Insurance Risk pool.

Llp) "Resident" means an individual who:
a. Has been legally domiciled in this State for a period of at least

30 days. except that for a federally defined eligible individual.
there shall not be a 30-day requirement:

Act of 1996: or
c. Is legally domiciled in this State on the date of application to

the Pool and is eligible for the credit for health insurance costs
under section 35 of the Internal Revenue Code of 1986.

@) "Significant break in coverage" means a period of 63 consecutive da]rs
during all of whiqh the individual does not have an), creditable

ls taKen lnto account m OeterTnlntng a Slgnltlcant break in coverage.
(21) "Trade Adjustment Assistance Program" (TAA) means Title II of the

Trade Act of 2002. P.L. 107-210.
"S 58-50-250. Risk Pool established: board of directors: plan of operation.

(g) High-Risk Pool Established. - There is hereby created a nonprofit entitv to be
known as the North Carolina Health Insurance Risk Pool. The Pool shall operate under
the supervision and control of the Board of Directors of the Pool.

(u)

b.

benefit plan subject to State insurance regulation.

a. and b. of this subdivision.

procedures adopted by the Board in accoldance with this part.

result
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General Assembly of North Carolina Session 2005

members appointed as follows:

- The
ist of the

of the

coverage in the Pool. Members of the general public include
individuals whose only affiliation with health insurance or health care
coverage is as a covered member. The two members of the general

a. one member upon the recommendation of the president pro
Tempore of the Senate.

b. one member upon the recommendation of the Speaker of the

follows:

b. One who is licensed to sell health insurance in this State.

recommended by the North Carolina Medical Society.
One who represents small business. as recommended by the

iness and

A

tion.
lt

not be compensated in their capacity as Board members but shall be reimbursed for
reasonable expenses incurred in the necessary performance of their duties.

(d) Plan I submit

G)

-,2v3
4

5

6

7

8

9

l0
ll
t2
l3
t4
l5
t6
t7
l8
l9
20
2l

-1- LA

25

26
27
28

29
30

3l
32

JJ

34

35

36

37

38

39
40
4l
42.-.

-J-,

Q

c.

d.

House of Representatives.

number of persons in the State.

itable to

ion shall rti I in writi
reasonable. and equitable administration of the Plan of Operation. The Plan of

Commissioner
made available.

Board fai
aPPointment of the Board of Directors. or at any time thereafter fails to submit suitable
amendments to the Plan ion. the
necessar.v or advisable to effectuate the provisions of this section. The rules shall

DRH30400-LNz-230 (3 /29) Page 5
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I continue in force until modified by the Commissioner or superseded by a Plan of
2 Operation submitted by the Board and approved by the Commissioner. The Plan of
3 Operation shall:
4 (l) Establish procedures for operation of the Pool.
5 (A Establish procedures for selecting a Pool Administrator in accordance
6 with G.S, 58-50-255.
7 (3) Establish procedures to create a fund for administrative expenses.
8 which shall be managed by the Board.
9 (!) Establish procedures for the collection. handline. accounting. and

l0
ll

auditing of assets. monies. and claims of the Pool and the Pool
Administrator.

12 (fl Develop and implement a proeram to publicize the existence of the
l3 Pool. the eligibility requirements. and procedures for enrollment.
14 availability of State premium subsidies. and to maintain public
l5 awareness of the Pool.
16 (O Establish procedures under which applicants and participants may

have grievances reviewed by a grievance committee appointed by.the
Board in accordance with G.S. 58-50-295.

19 {L Establish procedures for identiffin& and confirming income levels of
applicants for Pool coverage who are eligible to receive a State
premium subsidy. if a State premium subsid], is available.

22 (Q Provide for other matters as may be necessary and proper for the
execution of the Board's powers. duties. and obligations under this
Part.

25 (g) The Pool shall have the general powers and authority eranted under the laws
26 of this State to health insurers and the specific authorit), to do all of the following:
27 0) Enter into contracts as are necessarv or proper to carr.v out the
28 provisions and purposes of this Part. including the authority. with the
29 approval of the Commissioner. to enter into contracts with similar
30 plans of other states for the joint performance of common
3l administrative functions or with persons or other organizations for the
32 performance of administrative functions.
33 Q Sue or be sued. includins taking any legal actions necessary or proper
34 to recover or collect assessments due the Pool.
35 (3) Take legal action as necessary to:
36 a. Avoid the payment of improper claims against the Pool or the
37 coverage provided by or through the Plan.
38 b. Recover anlr amounts erroneously or improperly paid by the
39 Plan.
40 c. Recover any amounts paid by the Pool as a result of mistake of
4l fact or law.
42 d. Recover other amounts due the Pool.
43 ({) Establish rates and rate schedules in accordance with this Part.

t7
l8

20
2l

23

24

Page 6 DRH30400-LNz-230 (3 /29)
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Part.

Pool's authority.

o3
4

5

6

7

8

9

l0
ll
l2
l3
t4
l5
l6
t7
l8
l9
20
2l

^22

-3-24
25

26
27
28

29
30
3l
32

JJ

34

35

Q

36i
37

38

39

cost-effective health care services. includins establishine or
contractins with preferred provider organizations. health maintenance

convenient for the implementation of this part and the operation of the
Pool.

ical ooini

that
40 insure the projected number of enrollees.
4l (g) The Board shall
42 of the ives. and
3 rePort shall summarize the activities of the Pool in the oreceding calendar )rear.
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includins the net written and earned premiums. benefit plan enrollment. the expense of
administration. and the paid and incurred losses.

member or of acti

(b) Neither the Board nor its employees are liable for any obligations of the Pool.

I
2

4

5

6

7

8

9

l0
ll
t2
l3
l4
l5
l6
t7
l8
l9
20
2l
22

23

24

25

26
27

28

29
30

3l
32

JJ

34

35

36

37

38

39
40
4l
42
43

inst them

O The mem
prohibiting conflicts of interest.
"il5&10-255. Administrator.

inister the Poo
B

Administrator based on at least the following:
(]) Proven ability to handle health insurance coverase to individuals.
@ Efficiency and timeliness of the claim processing procedures.
(]) Estimated total charges for administering the pool.
(4) Abili

and to administer the Pool in a cost-efficient manner.
(l) Financial condition and stability.

ber of the itted a bi Pool
iddine m rd

Process or in the Board's final decision on the selection of the Administrator.
CI The Administrator shall serve for a period specified in the contract between

the Admini and subi
conditions. and limitations of the contract between the Pool and the Administrator. At

ear before the expiration of each oeriod of service hv an Admini

of their powers and duties under this Part. unless such act or omission constitutes willful

Ld The Board shall select through a competitive bidding process one or more
shall

the Admin
at least

of the
he end

such
assigned to it. including:

|Q Determination of eligibility.
Q Payment of claims.

premiums from individuals covered under the pool.
g) Other necessary functions to assure timel), payment of benefits to

covered persons under the Pool.
(o The Administrator shall submit regular reports to the Board regarding the

operation of the Pool. The contract between the Board and the Administrator shall
speci& the frequency. content. and form of the report.

(s)

G)

Page 8 DRH30400-LNz-230 (3 /29)
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4

5

6

7

8

9

l0
ll
l2
l3
t4
l5
t6
t7
l8
t9
20

2l
22

-^.
-z)-24

25

26
27
28

29

30
3l
32

JJ
34

35

36
37

38

39

40

4l
42

lr.

-J-44

1| 2 let written and earned premiums. the expense of administration. and the paid and
V 3 incurred losses for the year and report this information to the Board and the

Commissioner on a form prescribed by the Commissioner.
O The Administrator shall be paid as provided in the contract between the

Board and the Administrator.
"S 58-50-260. Risk Pool rates.

Cd The Pool shall adopt and modifu. as appropriate. rates. rate schedules" rate
adjustments. expense allowances. agents' referral fees. claim reserve formulas. and an],
^+L^- ^^a--^-:^l 4.-- ^rl ^- | , to the operation of the

cessation programs. and discount rates shall be established by the Board. subject to the
approval of the Commissioner.

(d) Provider reimbursement rates under Pool coverase shall be limited to
rates allowed for providers under the Medicare program.

(g) The Pool shall submit all rates and rate schedules to the Commissioner for
aPDroval. and the Commissioner must approve the rates and rate schedules before the
Pool may use them. The Commissioner. in evaluating the rates and rate schedules. shall
consider the factors provided in this section.

265.
(a) Any individual who is and continues to be a resident of this State and a

itizen of cov
A notice of rejection or refusal to issue substantially similar insurance
for health reasons by two insurers. A rejection or refusal by an insurer
offering only stop-loss. excess loss. or reinsurance coverage with
respect to the applicant is not sufficient evidence of eligibility:
Two offers to issue insurance only with conditional riders that limit
coverage for the individual's high-risk medical condition:

the Pool rate:

Q Diagnosis of the individual with one of the medical or health
conditions listed by the Board in accordance with this section. An
individual diagnosed with one or more of these conditions is elieible

rates.
(s)

are n(
Aooro

(l)

@

(3)

shall

icable

DRH30400-LNz-230 (3 129) Page 9
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coverage:

I
2

3

4

5

6

7

8

9

10

ll
l2
l3
l4
l5

l8 ma)' amend the list as the Board considers appropriate.

(l)

(o

to su

19 G)

2l
22

20 be eligible for Pool coveraee.
(o An individual is not eligible for couerage under the pool ifi

waiting period under a Pool polic]r: and
individual may maintain P

the Pool polic),.

(1)

b.

23

24

25

26
27
28

29

30
3l
32

JJ

34

35

36

37

38

39

40
4l
42

43

44

Q

€)

g)

individual i
Medical Assistance Plan.
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employee. or dependent thereof of a government agency or health care

a? ivision shall not

4

5

6

7

8

I
l0
ll
l2
l3
l4
l5
l6
t7
l8
19 to

(o in effect
health i an tns

(e) Coverase under the Pool shall cease:(])on is no lon
Q On the date an individual requests coverage to end.
(]) Upon the death of the covered individual.
g)
(5)

(o

CI

20
2l
22

e:
25 Pool
26
27
28 "8 58-50-275. Minimum Pool benefits.

(s) The
30 indiv ieible 58-
3t
32

33

34

35

36 are eli
37 Medi Ith i the
38 case management services.
39 CI Health insurance products offered by the Pool shall include not less than one
40 million dollars ($1.000.000) lifetime limit anrl n slidino cenle ennrrat tirni
4l
42
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tt

@ Pool coverage shall exclude charges or expenses incurred during the first 12
months following the effective date of coveraee as to any condition for which medical

the l2-month period immediately preceding the effective date of coverage. except that
no preexisting condition exclusion shall be applied to a federally defined eligible
individual.

(b) Subject to subsection (a) of this section. the preexisting condition exclusions
shall be waived to the extent that similar exclusions. if any. have been satisfied under
any prior health insurance coverage that was involuntarily terminated. provided that:

(]) Application for Pool coverage is made not later than 63 da]'s following
the involuntarv termination. and in such case coverage in the Pool
shall be effective from the date on which the prior coverage was
terminated: and

Q The applicant is not eligible for continuation or conversion riehts that
would provide coverage substantially similar to Pool coverage.

"ft5&50-L85. Nonduplication of benefits.
(a) The Pool shall be payor of last resort of benefits whenever any other benefit

or source of third-pa4v payment is available. Benefits otherwise payable under
coverage shall be reduced by all amounts paid or payable through an)' other health
insurance coverage and by all hospital and medical expense benefits paid or palyable
under any workers' compensation coveraee. automobile medical payment. or liabilit),
insurance. whether provided on the basis of fault or no-fault. and by an], hospital or
medical benefits paid or payable under or provided pursuant to any State or federal law
or program.

CI The Pool shall have a cause of action against an eligible person for the
recovery of the amount of benefits paid that are not for covered expenses. Benefits due
from the Pool may be reduced or refused as a setoff against any amount recoverable
under this subsection.
tt

(4) For the purposes of providine the funds necessary to carr.v out the powers and
duties of the Pool. the Board shall assess all insurers at such time and for such amounts
as the Board finds necessary. Assessments shall be due in not less than 30 dalys after
prior written notice to the member insurers and shall accrue interest at twelve percent
(l2olo) per annum on and after the due date.

o) Each insurer shall be assessed in an amount not to exceed two dollars ($2.00)
per covered individual insured or reinsured by each insurer per month. The assessment
will be based on actual and expected losses. actuarially appropriate reserves. and
administrative expenses in excess of expected and collected premiums and federal loss
reimbursements. if any. received by the Pool.

(c) The Board shall make reasonable efforts designed to ensure that each covered
individual is counted only once with respect to any assessment. For that purpose. the
Board shall require each insurer that obtains excess or stop-loss insurance to include in
its count of covered individuals all individuals whose coverage is insured (including b),

6

7

8

9

l0
ll
t2
l3
t4
l5
l6
l7
l8
l9
20
2l
22

23

24
25

26
27
28

29
30

3l
32
JJ

34

35

36

37

38

39
40
4l
42
43

44
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a?
4
)
6

7 esti
8 specific number is unknown.
9

l0
lt
t2
l3
t4
l5
l6

o
:ifi

ls of

in thi

17fi 5%
l8 than one hundred dollars ($100.00) per month.
19 "S 58-50-295. Complaint procedures.
20
2l

itled

22 the not ev.-.--

-3 
comolv with G.S. 58-50-62. The erievance committee shall report to the Board afterv^. 

-
24 ion of f
25

26

27
28 ith Part 4
29 "-Q 58-50-300. Audit.
30 The State Auditor shall conduct annually a special audit of the Pool. The State
31 Audi
32 The

iew shall

38

JJ

34 deposit to the General Fund.
35 "L58-50-305. Taxation.
36 The Pool established under this Part is exempt from an), and all taxes.
37 "S 58-50-310. Rules.

39 Part.
40 "$ 58-50-315. Collective action.
4l The participation in the Pool as participatine insurers. the establishment of rates.
42

]l *t U. ttr. U^ir of .uqn t.guf urti

-44 
Pool or any participating insurer."
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I SECTION 1.2, The Board of Directors of the North Carolina Health
2 Insurance Risk Pool, as appointed under Section I of this act, shall monitor methods of
3 financing the Pool to ensure a stable funding source and allow for its continued
4 operation. This monitoring shall include supplementary sources of funding, such as
5 funds obtained from public and private not-for-profit foundations, or other appropriate
6 and available State or non-State funds. The Board shall also review on a regular basis:
7 (l) The number of individuals in this State who are uninsured as of a date
8 certain because of high-risk conditions.
9 (2) The number of uninsured individuals who would quali$ for coveragel0 under the Pool based on G.S. 58-50-265 and its Plan of Operation.

I I (3) The cost of coverage under each of the health insurance plans
12 developed by the Board, including administrative costs.
13 The Board shall report its findings and recommendations to the General
14 Assembly on March 1,2007, and annually thereafter.
15 SECTION 1.3. The North Carolina Health Insurance Risk Pool
16 Administrator shall study methods for encouraging healthy behaviors and report its
17 findings to the Board of Directors of the Pool and to the General Assembly not later
l8 than one year after initial implementation of the Pool.
19 SECTION 1.4. The Board of Directors of the Pool shall apply for grant
20 funds available from the federal government to help support the implementation and2l ongoing costs of operating a high-risk pool. If federal funds are available for purposes
22 for which funds were appropriated in this act from the General Fund, such federal funds23 shall be used to reimburse the General Fund, to the maximum extent allowable, for24 amounts appropriated for this purpose.
25 SECTION 2. G.S.58-6-25(d) is amended by adding the following new
26 subdivision to read:
27

28 "(d) Use of Proceeds. - The Insurance Regulatory Fund is created in the State
29 treasury, under the control of the Office of State Budget and Management. The proceeds
30 of the charge levied in this section and all fees collected under Articles 69 through 7l of
3l this Chapter and under Articles 9 and 9C of Chapter 143 of the General Statutes shall be
32 credited to the Fund. The Fund shall be placed in an interest-bearing account and any
33 interest or other income derived from the Fund shall be credited to the Fund. Moneys in
34 the Fund may be spent only pursuant to appropriation by the General Assembly and in
35 accordance with the line item budget enacted by the General Assembly. The Fund is
36 subject to the provisions of the Executive Budget Act, except that no unexpended
37 surplus of the Fund shall revert to the General Fund. All money credited to the Fund
38 shall be used to reimburse the General Fund for the following:
39
40 (O Money appropriated to the Department of Insurance for the Special
4l Reserve for the North Carolina Health Insurance Risk Pool."
42 SECTION 3.1. There is appropriated from the General Fund to the
43 Department of Insurance the sum of $ for the 2006-2007 fiscal year. These funds shall

Page 14 DRH30400-LNz-230 (3 129)
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be used to support # additional full-time positions in the Department to carry out the
Department's responsibilities under the North Carolina Health Insurance Risk Pool.

SECTION 3.2. There is appropriated from the General Fund to the
4 Department of Insurance the sum of two hundred thousand dollars ($200,000) for the
5 2006-2007 fiscal year. These funds shall be placed in a Special Reserve for the North
6 Carolina Health Insurance Risk Pool in the Department of Insurance and shall be
7 allocated for the reasonable expenses of the Board in conducting its duties under
8 Section I of this act. The North Carolina Health Insurance Risk Pool shall not offer or
9 provide coverage under Section I of this act until the effective date of an act of the

l0 General Assembly that establishes or approves a method or methods for financing the
I I Pool as specified in this act.
12 SECTION 3.3. There is appropriated to the Special Reserve for the North
13 Carolina Health Insurance Risk Pool the sum of $ for the 2006-2007 fiscal year. These
14 funds shall be used to provide a premium subsidy on a sliding scale basis for individuals
l5 with incomes up to three hundred percent (300%) of the federal poverty guidelines who
16 are participating in the North Carolina Health Insurance Risk Pool. The subsidy shall
17 pay for ninety-five percent (95%) of the premium costs for individuals with incomes
l8 below one hundred percent (100%) of the federal poverty guidelines, to be phased out
19 when a family's income reaches three hundred percent (300%) of the federal poverty
20 guidelines, and will be based on the lowest cost plan offered through the High-Risk
2l Pool. Individuals who are eligible for a federal premium subsidy under the Trade

*2 Adjustment Act (TAA) must apply for premium subsidy under that Act. The amount of
J3 the State premium subsidy, if any, shall be reduced by any federal premium subsidy
-24 provided. Funds appropriated under this section shall not revert to the General Fund but

25 shall remain in the Special Reserve for the pulposes specified in this section.
26 SECTION 4. Sections 3.1,3.2, and 3.3 of this act become effective July l,
27 2006. The remainder of this act is effective when it becomes law. Enrollment in the
28 North Carolina Health Insurance Risk Pool shall commence no earlier than Januarv l.2e 2007.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2OO5

HOUSE DRII70573-SQz-7 (04lrl)

Short Title: NC Health Care System Study Commission. (Public)

Sponsors: Representatives

Referred to:

I
2

J

4

A BILL TO BE ENTITLED
AN ACT TO CREATE A JOINT COMMISSION TO STUDY ESTABLISHING A

FORMAL PLAN FOR TRANSITIONING FROM THE CURRENT SYSTEM OF
DELIVERING HEALTH CARE TO A SYSTEM THAT COVERS ALL NORTH
CAROLINIANS, AS RECOMMENDED BY THE HOUSE SELECT
COMMITTEE ON HEALTH CARE.o;

7 Whereas, nations that assure health care for all spend significantly less per
8 capita and as a percentage of Gross Domestic Product on health care than the U.S.; and
9 Whereas, in many of these nations a basic health care plan for all residents

l0 effectively coexists with supplemental private sector plans; and
l1 Whereas, these same nations have health care systems that achieve better
12 health care outcomes than those achieved in the U.S.; and
13 Whereas, the health care outcomes in North Carolina are considered at or
14 below average when compared to other states in the nation; and
15 Whereas, investing in a health care model that covers all North Carolinians
16 and includes early intervention and personal responsibility will reduce State health
17 expenditures while improving health care outcomes and will make North Carolina's
18 business climate more appealing while making North Carolina businesses more
19 competitive in the global market; and
20 Whereas, our current system leads hospitals to spend millions of dollars on
2l emergency department improvements that lead to higher hospital admissions while
22 proven, more cost-effective, early intervention models struggle for funding; and
23 Whereas, the large and growing numbers of the uninsured are left out of the
24 medical expense bargaining process; and

d5 Whereas, our curent health care system requires the uninsured to pay at
lJ6 higher rates than the insured; and
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I Whereas, North Carolinians overwhelmingly believe the General Assembly
2 should assure all North Carolinians have access to health care; and
3 Whereas, we have a unique opportunity where creating a just health care
4 system will provide significant economic advantages to the State, its residents, and to
5 North Carolina businesses; Now, therefore,
6 The General Assembly of North Carolina enacts:
7 SECTION 1.(a) Commission Established. - There is established in the
8 General Assembly a Joint Legislative Commission on Transitioning to a Health Care
9 System that Covers All North Carolinians.

l0 SECTION 1.(b) Membership. - The Commission shall consist of eight
I I members as follows:
12 (l) Four members of the House of Representatives appointed by the
13 Speaker of the House of Representatives.
14 (2) Four members of the Senate appoirtted by the President Pro Tempore
15 ofthe Senate.
16 SECTION l.(c) Duties of the Commission. - The Commission shall study
17 the need for a health care system that covers all North Carolinians. The Commission
l8 shall establish a formal plan for transitioning from the current fragmented system of
19 delivering health care to a system that covers all North Carolinians and may propose
20 legislation, including constitutional amendments if necessary, to implement the plan.
2l SECTION 1.(d) Vacancies. - A vacancy shall be filled by the officer who
22 made the original appointment.
23 SECTION 1.(e) Cochairs. - The Speaker of the House of Representatives
24 and the President Pro Tempore of the Senate shall designate cochairs of the
25 Commission from among their respective appointees. The Commission shall meet upon
26 the call of the cochairs. A quorum of the Commission shall be four members.
27 SECTION 1.(f) Expenses of Members. - Members of the Commission shall
28 receive per diem, subsistence, and travel allowances in accordance with G.S. 120-3.1,
29 138-5, or 138-6, as appropriate.
30 SECTION l.(g) Staff. - The Legislative Services Commission, through the
3l Legislative Services Officer, shall assign professional staff to assist the Commission in
32 its work. The House of Representatives' and the Senate's Supervisors of Clerks shall
33 assign clerical staff to the Commission, and the expenses related to the clerical
34 employees shall be borne by the Commission.
35 SECTION 1.(h) Consultants. - The Commission may employ consultants to
36 assist with the study as provided in G.S. 120-32.02. Before expending any funds for a
37 consultant, the Commission shall report to the Joint Legislative Commission on
38 Governmental Operations on the consultant selected, the work products to be provided
39 by the consultant, and the cost of the contract, including an itemization of the cost
40 components.
41 SECTION l.(i) Meeting Location. Subject to the approval of the
42 Legislative Services Commission, the Commission may meet in the State Legislative
43 Building or the Legislative Office Building.

Page 2 DRH70573-SQz-7 (04/l l)
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SECTION 1.(i) Report. - The Commission shall submit a final report of its
findings and recommendations to the General Assembly no later than December 31,
2006. Upon the filing of its final report, the Commission shall terminate.

SECTION l.(k) Funds. - Of the funds appropriated to the General
Assembly, the Legislative Services Commission shall allocate funds to implement the
provisions of this section.

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

4

5

6

7
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DH
HOUSE DRII70572-LNz-235 (4/1 3)

Short Title: Reenact Long-Term Care Insurance Tax Credit.

Sponsors:

(Public)

l.

Referred to:

I A BILL TO BE ENTITLED
2 AN ACT TO REENACT THE LONG-TERM CARE INSURANCE TAX CREDIT, AS
3 RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
4 CARE.

^ 
5 The General Assembly of North Carolina enacts:

U 6 SECTION 1. G.S. 105-151.28 is reenacted.
7 SECTION 2. G.S. 105-160.3(bX7) is reenacted.
8 SECTION 3. This act is effective for taxable years beginning on or after
9 January 1,2006.
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HOUSE DRH80466-RU-41 (04/0s)

Short Title: Medical Malpractice Settlement Reports. (Public)

Sponsors: Representatives

Referred to:

A BILL TO BE ENTITLED
AN ACT TO PROVIDE FOR THE REPORTING OF DETAILS OF SETTLEMENTS

OF MEDICAL MALPRACTICE CLAIMS, AS RECOMMENDED BY THE
HOUSE SELECT COMMITTEE ON HEALTH CARE.

The General Assembly of North Carolina enacts:o: SECTION 1. Anicle lB of Chapter 90 is amended by adding the following

I
ẑ

4

7

8

9

l0
l1
l2
l3
t4
l5
16

l7
l8
l9
20
21

22

23

24
15

-6

new section to read:
il

edical
(a)
m.

In any medical malpractice action in which the parties aeree to settle the

substantiate that amount.

CI In any medical malpractice action in which the parties aeree to settle the

(!) As used in this section. the followins terms mean:
(-l) Economic damages. - Damages to compensate for present and future

medical costs. hospital costs. custodial care. rehabilitation costs. lost
earnings. loss of bodily function. and any other pecuniary damages.

Insurance. The report shall include a certification and documentation of the amount of

amount of the settlement attributable to attorneys' fees.
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Q Insurer. - Every insurer. self-insurer. and risk retention group. as those
terms are defined in Chapter 58 of the General Statutes. that provides
professional malpractice insurance to health care providers in this
State."

SECTION 2. This act becomes effective October l, 2006, and applies to
settlements entered into on or after that date.

Page2 DRH80466-RU-4 I (04/0s)
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Short Title: Periodic Payments for Medical Malpractice. (Public)

Sponsors: Representatives

Referred to:

I
2

J

4

A BILL TO BE ENTITLED
AN ACT TO ALLOW FOR PAYMENT OF FUTURE EXPENSES ARISING FROM

MEDICAL MALPRACTICE ACTIONS TO BE BY PERIODIC PAYIVIENTS, AS
RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE.

The General Assemblv of North Carolina enacts:o:
7 SECTION 1. Article lB of Chapter 90 is amended by adding the following
8 new section to read:
9 "Q 90-21.18E. Periodic pavment of future economic damages in medical

l0 malpractice actions.
I I (d As used in this section. the following terms mean:
12 Ll) Future economic damages. - Damases for future medical treatment.
13 care or custody. loss of future earnings. loss of bodily function. and
14 any other pecuniary damaees of the plaintiff following the date of the
15 verdict or award.
16 (A Periodic payments. - The payment of money or delivery of other
17 property to the plaintiff at regular intervals.
l8 (D In any medical malpractice action. the form of the fact finder's verdict or
19 award of damages. if supported by the evidence. shall indicate specificall), what amount
20 is awarded for future economic damages.

. 2l (g) Upon the award of future economic damages in any medical malpractice
22 action. the presiding judge shall. at the request of either pa4v. enter a judement ordering
23 that the future economic damaees of the plaintiff be paid in whole or in part by periodic' 24 payments rather than by a lump-sum payment if the award exceeds one hundred

45 thousand dollars ($100.000) in future economic damages. In entering a judgment
l!6 ordering the payment of future economic damages by periodic payments. the coun shall

27 make a specific findine as to the dollar amount of periodic payments that will
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damages.
(o As a condition to authorizing periodic payments of future economic damages.

the court shall require that such payments be made through the establishment of a trust
an annuitv fi

ofan annui
's iud

I

2

J

4

5

6

7

8

9

l0
ll
t2
l3
t4
l5
l6
t7
l8
l9
20
2l
22

23

24

25

26

orderi

section.
(o

vide
term

intiff w
the

survived the plaintiff. "
SECTION 2. This act becomes effective October

actions filed on or after that date.

G)

if

l, 2006, and applies to
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Short Title: Appeal Bond for Medical Malpractice. (Public)

Sponsors: Representatives

Referred to:

I

2

J

4

A BILL TO BE ENTITLED
AN ACT TO MODIFY APPEAL BONDS IN MEDICAL MALPRACTICE ACTIONS,

AS RECOMMENDED BY THE HOUSE SELECT COMMITTEE ON HEALTH
CARE.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. l-289 reads as rewritten:o;

7 "s l-289. Undertaking to stay execution on money judgment.
8 (a) If the appeal is from a judgment directing the payment of money, it does not
9 stay the execution of the judgment unless a written undertaking is executed on the part

l0 of the appellant, by one or more sureties, to the effect that if the judgment appealed
I I from, or any part thereof is affirmed, or the appeal is dismissed, the appellant *itt puy
12 the amount directed to be paid by the judgment, or the part of such amount as to which
13 the judgment shall be affirmed, if affirmed only in part, and all damages which shall be
14 awarded against the appellant upon the appeal, except as provided in subseerfu
15 (U)suUsections fUt an of this section. Whenever it is satisfactorily made to appear
16 to the court that since the execution of the undertaking the sureties have become
17 insolvent, the court may, by rule or order, require the appellant to execute, file and serve
l8 a new undertaking, ds above. In case of neglect to execute such undertaking within
19 twenty days after the service of a copy of the rule or order requiring it, the appeal may,
20 on motion to the court, be dismissed with costs. Whenever it is necissary foi u putty to

. 2l an action or proceeding to give a bond or an undertaking with surety or sureties, he may,
22 in lieu thereol deposit with the offrcer into court money to the amount of the bond or
23 undertaking to be given. The court in which the action or proceeding is pending may
24 direct what disposition shall be made of such money pending the action or proceeding.

d5 In a case where, by this section, the money is to be deposited with an officer, a judge of

-6 
the court, upon the application of either party, may, at any time before the deposit is

27 made, order the money deposited in court instead of with the officer; and a deposit made



General Assembly of North Carolina Session 2005

I pursuant to such order is of the same effect as if made with the officer. The perfecting of
2 an appeal by giving the undertaking mentioned in this section stays proceedings in the
3 court below upon the judgment appealed from; except when the sale of perishable
4 property is directed, the court below may order the property to be sold and the proceeds
5 thereof to be deposited or invested, to abide the judgment of the appellate court.
6 (b) If the appellee in a civil action brought under any legal theory obtains a
7 judgment directing the payment or expenditure of money in the amount of twenty five
8 million dollars ($25,000,000) or more, and the appellant seeks a stay of execution of the
9 judgment within the period of time during which the appellant has the right to pursue
l0 appellate review, including discretionary review and certiorari, the amount of the
I I undertaking that the appellant is required to execute to stay execution of the judgment
12 during the entire period of the appeal shall be twenty five million dollars ($25,000,000).
l3 (bD If the appellee in any medical malpractice action. as defined in G.S. 90-21.1l.
14 obtains a judgment directing the payment or expenditure of money. and the appellant
15 seeks a stay of execution of the judement within the period of time during which the
l6 appellant has the right to pursue appellate review. including discretionary review and
17 certiorari. the amount of the undertaking that the appellant is required to execute to stay
l8 execution of the judgment during the entire period of the appeal shall be the lesser of the
19 amount of the judgment or the amount of the appellant's medical malpractice insurance
20 coverase applicable to the action.
2l (c) If the appellee proves by a preponderance of the evidence that the appellant
22 for whom the undertaking has been limited under subsection (b) or (bl) of this section
23 is, for the purpose of evading the judgment, (i) dissipating its assets, (ii) secreting its
24 assets, or (iii) diverting its assets outside the jurisdiction of the courts of North Carolina
25 or the federal courts of the United States other than in the ordinary course of business,
26thenthelimitationinofthissectionshallnot
27 apply and the appellant shall be required to make an undertaking in the full amount
28 otherwise required by this section."
29 SECTION 2. This act becomes effective October 1,2006, and applies to
30 judgments enter on or after that date.

Page2 DRH80464-RU-43 (04/0s)
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Short Title: Bifurcation of Medical Malpractice Trials.

Sponsors: Representatives

(Public)

Referred to:

I

2

3

4

A BILL TO BE ENTITLED
AN ACT TO ALLOW FOR BIFURCATION OF ISSUES OF LIABILITY AND

DAMAGES IN MEDICAL MALPRACTICE ACTIONS, AS RECOMMENDED
BY THE HOUSE SELECT COMMITTEE ON HEALTH CARE.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. lA-1, Rule 42(b), reads as rewritten:

"(b) Separate trials. -(l) The court may in furtherance of convenience or to avoid prejudice and
shall for considerations of venue upon timely motion order a separate
trial of any claim, cross-claim, counterclaim, or third-party claim, or of
any separate issue or of any number of claims, cross-claims,
counterclaims, third-parfy claims, or issues.

(2) Upon motion of any party in an action that includes a claim
commenced under Article lG of Chapter 90 of the General Statutes
involving a managed care entity as defined in G.S. 90-21.50, the court
shall order separate discovery and a separate trial of any claim,
cross-claim, counterclaim, or third-party claim against a physician or
other medical provider.

(f) Upon motion of any pa4v in a medical malpractice action commenced
under Article lB of Chapter 90 of the General Statutes wherein the
plaintiff alleges damages greater than one hundred thousand dollars
($ 100.000). the court shall order separate trials for the issue of liability
and the issue of damaees. Evidence relating solely to pecuniary
damages shall not be admissible until the trier of fact has determined
that the defendant is liable for medical malpractice. The same trier of
fact that tried the issues relating to liability shall tr.v the issues relating
to damages."

O:
7

8

9

l0
ll
r2
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l4
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I SECTION 2, This act becomes effective October l, 2006, and applies to
2 actions filed on or after that date.
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Office of the Speaker
North Carolina House of Representatives

Raleigh, North Carolina 27601-1096

Revision: November I 6, 2005

HOUSE SELECT COMMITTEE ON HEALTH CARE
TO THE HONORABLE MEMBERS OF THE

NORTH CAROLINA HOUSE OF REPRESENTATIVES

WHEREAS, health care costs and health care quality are pressing issues facing North
Carolina citizens, businesses, and all levels of government; and

WHEREAS, affordable access to health care is a growing concern for many North
Carolina families; and

WHEREAS, many communities in rural and urban North Carolina lack reliable access to
physicians and other health care providers and the shortage of health care professionals is
a growing concern in the State; and

WHEREAS, the State Health Plan is the primary vehicle for providing health care
services for thousands of State employees and teachers and therefore the effectiveness of
the State Health Plan is critically important for many North Caroliha families and North
Carolina taxpayers; and

WHEREAS, promoting quality health care for every North Carolinian is essential for our
State's economic growth; and

WHEREAS, all the parties involved in the delivery of health care need to address the
issues affecting patient safety in health care deliveryi and

WHEREAS, Medicaid remains the primary method by which many elderly, poor, and
disabled North Carolina citizens receive basic health care treatment and Medicaid
spending is a growing component of the State's Budget;

APPENDIX I
mEBSl-ac

Speaker
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NOW THEREFORE.

Section l. The House Select Committee on Health Care ("Select
Committee") is established by the Speaker of the House of Representatives, effective
November 3,2005, as a select committee of the House pursuant to G.S. 120-19.6(a) and
Rule 26(a) of the Rules of the House of Representatives of the 2005 General Assembly.

Section 2. The Select Committee consists of 56 members and six
subcommittees. The individuals listed below are appointed as members of the Select
Committee and its subcommittees, as indicated. The members of the Select Committee
serve at the pleasure of the Speaker of the House. The Speaker of the House may
dissolve the Select Committee at anv time.

Representative Nye, Co-Chair
Representative Wri ght, Co-Chair

Representative England, Co-Chair

Health Care - Subcommittee on Medicaid
Representative Nye - Co-Chair Representative Earle - Co-Chair
Representative Dickson Representative Howard

Representative Owens Representative Rapp

Representative Sutton Representative Walend

Representative Culp

Heath Care - Subcommittee on the Cost of Health Care and
Health Insurance for Employees and Employers

Representative Holliman - Co-Chair Representative Underhill - Co-Chair

Representative Faison Representative Grady

Representative Goforth Representative McGee

Representative Sherrill Representative Bell
Representative Bordsen

Health Care - Subcommittee on Safety, Quality, Accountability
Representative Culpepper - Co-Chair Representative L. Allen - Co-Chair
Representative Brubaker Representative Tucker

Representative Justice Representative Justus

Representative Ross Representative Warren



Health Care - Subcommittee on

Representative Tolson - Co-Chair

Representative Clary
Representative Farmer-Butterfi eld

Representative Mclawhorn
Representative Adams

Healthcare Workforce

Representative Carney - Co-Chair

Representative Current

Representative Hollo
Representative Wilkins

Health Care - Subcommittee on Access

Representative England - Co-Chair

Representative Fisher

Representative Setzer

Representative Williams
Representative Barnhart

Representative McAllister

Representative Wright - Chair

Representative Coleman

Representative Eddins

Representative Gulley

Representative Insko - Co-Chair

Representative Pate

Representative Weiss

Representative Womble

Representative Coates

Representative Walker

Representative Church

Representative Crawford

Representative Folwell
Representative Michaux

Health Care - Subcommittee on the State Health Plan

Representative Haire

Section 3. The Select Committee and its appropriate subcommittees shall
study the following issues:

l. The ability of North Carolina citizens to obtain quality, affordable health care
services and to have access to doctors and other health professionals in all areas of
the State.

2. The increasing burden of health care costs, including the cost of prescription
medications, for individuals, families, and employers.

3. The effectiveness of the State Health Plan in providing State employees and their
families with quality health care services and improving their overall health while
remaining affordable for employees and the State.

4. Ways to improve the safety and quality of health care services in North Carolina
and efforts to enhance the accountability of all parties in the health care field.

5. How individuals transition between Medicaid and Medicare and how that
transition affects the individual's health and finances and the State's expenditures
on Medicaid.

6. Increasing the number of professionals available to provide dental, pharmaqy, and
health care services in North Carolina, overcoming barriers contributing to
provider shortages, and retaining quality health care providers.

7. Any other issues related to health care as determined by the Co-chairs.



Section 4. In undertaking this study, the Select Committee may review the
work and consider any findings and recommendations of previous study commissions,
committees, and task forces that relate to the issues outlined above.

Section 5. The Select Committee shall meet upon the call of its Co-chairs. A
quorum of the Select Committee shall be a majority of its members. A subcommittee
shall meet upon the call of the subcommittee chair. A quorum of a subcommittee shall be
a majority of its members.

Section 6. The Select Committee, while in discharge of its official duties,
may exercise all powers provided for under G.S. 120-19 and Article 54, of Chapter 120
of the General Statutes.

Section 7. The expenses of the Select Committee including per diem,
subsistence, travel allowances for Select Committee members, and contracts for
professional or consultant services shall be paid upon the written approval of the Speaker
of the House of Representatives pursuant to G.S. 120-32.02(c) and G.S. 120-35 from
funds available to the House of Representatives for its operations.

Section 8. The Legislative Services Officer shall assign professional and clerical
staff to assist the Select Committee in its work. The House of Representatives'
Supervisor of Clerks shall assign clerical support staff to the Committee.

Section 9. The Select Committee may meet at various locations around the State
in order to promote greater public participation in its deliberations. The Legislative
Services Commission shall grant adequate meeting space to the Select Committee in the
State Legislative Building or the Legislative Offrce Building.

Section 10. Each subcommittee may submit an interim report to the Select
Committee on or before April 15, 2006. Each subcommittee shall submit a final
subcommittee report to the Select Committee on or before December 1,2006.

Section 11. The Select Committee may submit an interim report on the results of
the study, including any proposed legislation, on or before May l, 2006, by filing a copy
of the report with the Speaker's Office, the House Principal Clerk, and the Legislative
Library. The Select Committee shall submit a final report on the results of its study,
including any proposed legislation, to the members of the House of Representatives on or
before December 31,2006, by filing the frnal report with the Speaker's Office, the House
Principal Clerk, and the Legislative Library. The Select Committee terminates on
December 31,2006, or upon the filing of its final report, whichever occurs first.

Effective this 91h day of November, 2005.

O 

- 
->-<e-ev_-e_-\

4

James B. Black, Speaker
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Presentation Outline

o overview of premium assistance

o lmpact on coverage and health

o Equity concerns

lmpact on Medicaid costs and financing

Conclusions and policy implications

o

o



Prem i u m Assistance : overview

o Program components:

Subsidy: flat dollar amount vs.

Wraparound coverage (8, D)

Waiting period (C,D)

case-by-case (A-D)

Premium fi ssistance Froffi

Wraparound
Wailing period



Benefits: Cost Savings and
Health Outcomes

o Gost Savings
o Medicaid enrollment

o Medicaid spending

o lmproved health outcomes
o Benefits of insurance

o Medicaid and ESI: public vs. private



Recommendation:
Program B

o Case-by-case subsidies

o Wraparound coverage
o Maintain health among enrollees

o Increased enrollment ) Increased cost savings
o Necessary to receive matching federal dollars

through potential HHS waivers (111s HIFA)

o No Waiting periods (C,D)

o No Mandatory enrolfment



Total Cost Savings

*See handout for other program options

oo

Premium Assistance
(Program B)

$2358

Traditional Medicaid $za1 5

Gost Savings $457 per person

Estimated Enrollment 5,900

Total Annual Gost Savings $2.65 miflion



An Analysis of Premium Assistance under North carotina Medicaid

1)emlum 
Assistance: An Overview

What is premium assistance?
' 

Premium assistance is a state funding strategy that allows a state government to offer premium subsidies for
employer-sponsored insurance premiums to Medicaid and Medicaid eligible constituents.

' Table 1. Program Options

Premium Assistance Proqram Ootion
A B c D

tqbsidy X X X X
Wraparound X X
Waiting period X X

Why pre mium asslslance ?

Other states with premium assistance demonstrated that for existing Medicaid beneficiaries, cost savings to the state
can occur. As the cost of Medicaid continues to rise, premium assistance offers cost savings without cutting benefits
or limiting eligibility.

Benefits include: expanded health insurance coverage, improved health

Costs include: subsidy, wraparound coverage, administration (program design, outreach/marketing, lT system, staff)
t analysis approach:

l) subsidies = (Average premium cost) x (take-up rate x eligible population)

ll) Wrap-around = (Average wrap-around cost) x (take-up rate x eligible population)

lll) Administrati6p = (lnitial outreach + New lT syetem) + (Staff salaries + outreach)

Cost Savings = Current Medicaid Gosts - (l+ ll + lll)

rce: Alker

Table 2. Cost in Other States
State Cost-Effectiveness Requi rements Data on Savinqs
lowa Paying the ESI premium must save the

state at least $5 per month compared to
the average cost of Medicaid

State believes it is saving
an average of $70.13 per beneficiary-
per-month

NJ Subsidized coverage must realize both a
5olo savings in coverage costs and a 5%
savings in administrative costs

$203.97 per family per
month (this varies from
month to month)

RI Monthly premium share plus the cost of
wraparound coverage must be less than
the capitation rate for the average
Medicaid familv

An average of $222.45
per family per month
(including adm inistrative
costs)

Utah State's costs controlled by cap on
subsidy amount

Subsidy is $50 pmpm,
compared to $80 pmpm
for direct coveraee*

J. Premium Assistance Programs: How Are Th
p://www.kff.org/medicaid/upload/Premium-Assistance-Programs-How-are-they-Financed-and-do-States-Save-Mbney-lssue.Brief.pdf

online
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APPENDIX III
HOUSE SELECT COMMITTEE ON HEALTH CARE

APPROPRIATIONS NEEDED FOR LEGISLATIVE PROPOSALS
April I1,2006

Pumose of Appropriation Amount Requested Comment
Medicaid Countv Share $3 0,3 90,00 0 - 2006-2007

$34,6 I 0,00 0 - 2006-2007
These funds will come from
savings realized pursuant to
the Medicare D Program.

Dissemination of
Information on Primarv
Stroke Centers

None Possible fiscal impact on
DHHS for dissemination of
information.

Statewide Program on
Infection Control and
Eoidemiolosv

$663,000 -2006-2007

Nursing Faculty Fellows
Program

$400,000 -2006-2007

Community Health Care
Grants

$ I 5,000,000 - 2006-2007

Health Insurance Risk Pool $200.000 -2006-2007 $200,000 for Pool Start-up.
Additional funds may be
requested for Department of
Insurance administrative
costs, and for premium
subsidies under the Risk
Pool.

TOTAL REQUESTED $81,263,000 This amount does not
account for funds that may
be needed but are not
requested in the legislative
proposal.
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APPENDIX IV
COMMITTEE PROCEEDINGS OF THE

SUBCOMMITTEES OF
THE HOUSE SELECT COMMITTEE ON HEALTH CARE

Subcommittee on Medicaid
The House Select Committee on Health Care, Subcommittee on Medicaid met five times

during the period December 21, 2005 through March 28, 2006. At these meetings
subcommittee members heard presentadons on the following topics:

December 21. 2005

Overview of the Medicaid Program by Carol Shaw, NC General Assembly Fiscal
Research Division. This overview addressed work of the Blue Ribbon Commission
on Medicaid Reform, a sunrmary of legislation ptoposed or enacted in 2005, and the
impact of the federal Medicare Part D program on the State Medicaid Progam.

Updates from the Departrnent of Health and Human Services, Division of Medical
Assistance (DMA). Presenters were Dr. L. Allen Dobson, Jr., M.D., Assistant
Secretary fot Health Policy and Medical Assistance; Mr. Mark Benton, Senior Deputy
Director of DMA; Mr. Tom D'Andrea, Chief of Pharmacy and Ancillary Serwices,
DMA; Lynn Perrin, Chief of Facility and Community Services; and Mr. Jeffrey
Simms, Assistant Duector for Managed Care. Topics addressed included General
Medicaid information and strategic plan, Pharmacy Plan overview, Petsonal Care
Services, Community Cate of NC-Management of Aged, Blind, and Disabled
Medicaid Recipients, and an update on the NC Health Choice Transition

Tanuarv 11.2006

Impact of Medicaid on County Budgets. Presentadons on this topic were made by
Terry Garrison, North Carolina Association of County Commissioners (|.ICACC)
First Vice-Ptesident and Vance County Commissioner; David Cooke, NCACC
Medicaid Relief Task Force Chairman and Wake County Manager; Carol Shaw,
NCGA Fiscal Research. Ms. Shaw presented the subcommrttee with opuons for
reducrng the counry share of the nonfederal share of Medrcaid expenses.

An update on the Federal Budget Reconciliation Act of 2005 was presented by Carol
Shaw, NCGA Fiscal Research Divrsion.

The Subcommittee also heard from Dt. Joe Holiday, DHHS, Division of Public
Health, Women and Children's Health Section. Dr. Holiday gave a presentation on
Implementation of the Family Planning Medicaid lfaiver.

The Subcommittee approved a research project by students of the Duke Capstone
Project for Health Policy Certificate. The project focuses on the question "Should
North Carolina adopt a premrum assistance program for existing Medicaid recipients
or for low-income uninsured individuals who are employed?" The House Select
Committee will hear a presentation from the Duke Capstone Project students at its
meeting on April 71,2006.

Februarv 10-2006



Medicaid: Options to Expand Health Insutance Coverage to Uninsued Persons,
ptesented by Dr. Pam Silberman, President of the Institute of Medicine. Dr.
Silberman reviewed data on persons in NC who are uninsured, and presented the
IOM priority recofirmendations for action by the State: expand the health care safety
net through local health departrnents and clinics; promote healthy lifestyles; adopt
Healthy North Carolina, an insutance program modeled after Healthy NY; provide
for Medicaid expansion to cetain individuals not now eligible for Medicaid; adopt a

State High fusk Pool.

Supplementing Medicare Part D Program Coverage: Other States'Responses. Carol
Shaw presented information to the subcommittee on how certain other states are
addressing Medicare Part D coverage. Ms, Shaw also provided revised estimates of
the impact of the Medicate Part D progtam on the State budget, and repored on the
status of the Disproportionate Share Program.

Impact of the Medicare Part D Program on NC Pharmacists. Presentations were
made by Mt. Mike James, PPh, Association of Community Pharmacists; Mr. Bill
Rustin, Association of community Pharmacists; and Mr. Andy Ellen, NC Retail
Merchants Associauon.

March 8.2006

Topics presented at this meeting included:

Utilization Management of Personal Care Services, presented by Tracy Colvard,
CAP/DA and PCS Unit Manager in the Division of Medical Assistance; and Sherry
Thomas, Seruor Vice President, Associauon for Home & Hospice Care of North
Carolina. Ms. Thomas also gave a presentadon on Telehomecare.

Presentations from representatives of private health orgarizations: Health Systems
one (lvlr. Luis Mosquera, cEo, and Mr. charles wilhelm, MD, chief Medical
Officer); The Carolinas Center for Medical Excellence OIr. Robert R. Weiser,
Director of Health Care Assessment); Confidant (I\,tr. David Jackson, cEo and
Chairman, and Mr. Thomas Wall, Vice President for Business Development); and
Well Path, A Coventry Health Plan (Idr. Peter Chauncey, Chief operating officer,
Mr. Bobby L. Jones, Sr., vice President Medicaid Division, and Mr. J. pat Browder,
MD, Associate Medical Director).

March28.2006

This meeting addressed the following:

Options for Reducing the.County Share of the nonfederal share of Medicaid
expenditures. Presenters for this topic were: Ms. Jennifer Hoffman (NCGA Fiscal
Research Division), Ms. Kitty Barnes (?resident, North Carolina Association of
County Commissioners (|JCACC) and Catawba County Board Chair), and Mr.
David Thompson, NCACC Executive Drector.

Update on the Communit)' Care of NC Program - Dr. Allen Dobson, Assistant
Secretary for Health Policy and Medical Assistance, DHHS, and Mt. Jeffuey Simms,
Assistant Director for Managed Care, DHHS, DMA.

Chronic Kidney Disease in North Carolina, information presented by Mr. William
Hyland, Director of Health Care Planning for DaVita, Inc.



Subcommittee on the Cost of Health Care and Health Insutance for Employees and
Employers
The House Select Committee on Health Care, Subcommittee on the Cost of Health Care
and Health Insurance for Employees and Employers, met seven times from December 6,
2005 to April4,2006. The Subcommittee heard presentations from the following:

o Batbara Morales Burke, Chief Deputy Commissioner at the Departrnent of
Insutance, made ptesentadons on two occasions. She gave the Subcommittee an
overview of the health insutance market including: types of insurance, insurance
products, insured vs. self-funded or self-insured plans, product changes, market
segments, market concentration, small goup teform, premium rate regulation, basic
comPonents of costs, and product pncing. She also provided an overview of the
DePartment of Insuance small Soup law proiect. Additionally, Ms. Morales Burke
made recommendations to the Subcommittee on changes to the Small Employer
Group Health Coverage Reform Act.

o Dr. Pam Silberman, President and CEO, North Carolina Institute of Medicine (NC
IOI\0 and Dr. Mark Holmes, Vice President, NC IOM made presentadons on two
occasions. The fust ptesentation was an overview of the Institute of Medicine;
recent trends in health insurance coverage; and the uninsured in North Carolina,
including county-level esdmates of the uninsured. The second presentadon to the
Subcommittee provided additional detail on the uninsured in North Carolina;
information on a proposed Healthy Noth Carolina program, based on the Healthy
New York model; and rnformation on establishing a high-risk health insurance pool
for people with pre-existing conditions.

Ben Popkin, Subcommittee staff, reviewed recent health insurance legislative
proposals during thtee meetings. These included a public Proposed Committee
Substitute for Senate Bill 255 - Small Employer Health Insurance, and Part 1 of
House Bill20 - Health Insurance Credit/Minimum Wage.

Charles T. Frock, President and CEO of First Health of the Carolinas presented
information on a not-for-profit health system serving 15 North Catolina coundes.

Mr. Keith Crisco, President and Chairman of Asheboro Elastics Corporation,
presented information regarding an on-site healthcare plan offered to Asheboro
Elastics Corporauon employees. Mr. Crisco was recornmended to the Subcomminee
by North Carolina Citizens for Business and Industry OJCCBI).

Gregg Thompson, State Director of the National Federation of Independent
Business North Carolina, spoke to the Subcommittee about the cost of health
insurance for small businesses.

Ches Guinn, Chairman of the North Carolina Health Insurance Innovations
Commission Q'JCHIIC), spoke to the Subcommittee on the responsibilities of the
NCHIIC, membership, and potential assistance to the House Select Committee on
Health Care.

Kenneth Wdght, Director of State and Federal Relations, and John Friesen, Vice-
President of Actuanal and Underwriting, Blue Cross & Blue Shield, spoke to the
Subcommittee on health care cost drivers and remedies.



o Dt. Elizabeth Sammis of United Health Care, made a presentation to the
Subcommittee on understanding and controlling health care costs.

o John Tote, Executive Duectot of the Mental Health Association in North Carolina,
spoke on the issue of mental health coverage in insurance programs, specifically
regarding the issue of equitable coverage between mental and physical health care.

o Dr' Larry B. Goldstein, MD, FAAN, FAHA, Professor of Medicine (lrleurology);
Director of the Center for Cerebrovascular Disease; Senior Fellow Center for
Clinical Health Policy Research ^t Duke University and Durham Veterans
Administtation Medrcal Center (VAMC), shared information with the Subcommittee
on Noth Carolina stroke systems of cate.

During several meetings, the Subcommittee heard from representatives of business and
industry and their experience or tecoffImendations for providing health insutance coverage.
Presenters included: Gregg Thompson vrith the National Fedetation of Independent
Business $IFIB); Keith Crisco, president and Chairman of Asheboro Elastics Corporation,
who spoke at the recommendation of North Carolina Citizens for Business and Industry
(I.JCCBI); and Charles Frock, CEO of First Health of the Carolinas.

The Subcommittee heard from Kenneth Wnght and John Friesen with Blue Cross &
Blue Shield and from Dt. Elizabeth Sammis with United Health Care. The Subcommrttee
heard from Ches Guinn, Chairman of the North Carolina Health Insurance Innovations
Commission. Staff also provided the Subcommittee with information from the Kaiser
Family Foundation's Employer Health Benefits 2005 Annual Suwey. Dudng several
meetings, the Subcommittee heatd from representadves of business and industry and their
experience or recommendations for provrding health insurance coverage. Presenters
included: Gregg Thompson with the National Federation of Independent Business QTiFIB);
Keith Crisco, president and Chairman of Asheboro Elasucs Corporation, who spoke at the
recommendation of North Carolina Citizens for Business and Industry (IIICCBI); and
Charles Frock, CEO of First Health of the Carolinas.

The Subcommittee heatd from Kenneth Wright and John Friesen with Blue Cross &
Blue Shield and from Dr. Elizabeth Sammis with United Health Care. The Subcommittee
heard from Ches Guinn, Chairman of the North Carolina Health Insurance Innovations
Commrssion. Staff also ptovided the Subcommittee with information from the Kaiser
Family Foundation's Employer Health Benefits 2005 Annual Surwey. Fxcerpts from Kaiser
Foundation information are included in the Appendices.) (Additional information on the
Kaiser survey may be found at:
http: / /wu'rv.kff.org /rnsurance/73 1 5 /sections /upload/731 6.pdf )

The Subcomrnittee discussed recent legislative proposals during meetings on December
6,2005, February 9,2006, and Match 2,2006. Thrs included a review and discussion of Part
1 of House Bill 20 Health Insurance Credit. House Bill 20 passed the third reading in the
House on 8/10/05, was received in the Senate on 8/71/05 and referred to the Senate
Committee on Finance. During these meetings the Subcommittee also discussed a Proposed
Committee Substitute fot Senate Bill 255, enacting legislation to create a progmm offering
affordable health insurance to North Carolina small employers and working individuals,
similar to the Healthy New York model.



Subcommittee on Patient Safety, Ouality, and Accountability

The Subcommittee on Patient Safety, Quality and Accountability has held a total of 6 meetings
since its creadon in December 2005. Over the coruse of those meetings, the Subcommittee heard from
numerous healthcate organizations and regulatory agencies. The presentets to the Subcommittee
included the North Carolina Hospital Association, Duke Univenity Health System (Duke), the Carolinas
Center for Medical Excellence, The American Heart Association, the North Carolina Medical Society,
the North Carolina Healthcare Facilities Association (nursing homes), the North Carolina Association of
Long Term Care Facilities (assisted living), the North Carolina Area Health Education Centers, the
State Progtam on Infection Control and Epidemiology, the Licensure Section of the Division of
Facilities Sewices, the North Carolina Medical Board and the Board of Nursing. The Subcommittee
also heard from patient advocacy gtoups including the AARP, the North Carolina Coalition for Patient's
Rights, and the North Carolina Public Intetest Research Group OICPIRG). At its March meeting, the
Subcommittee began to examine the role the State should play in advancing the adoption of healthcare
information technology and the development of interoperable information systems. The North
Carolina Heath Care Information and Communications Alliance G\fCHICA) provided the
Subcommittee with an extensive overview of efforts at the State and national level to improve access to
healthcare information technology for healthcare providers and to develop standards for the
interoperability o f these informad.on systems.

Improving patient safety and quality of care is of paramount tmportance within all facets of the
healthcare system. The theme of "creating a culture of safety" was repeated throughout the meetings of
the Subcommittee. The North Carolina Hospital Associauon, most of the hospitals in the State, and
other health telated organizations actively participate in the Institute for Healthcare Improvem'ent's
100,000 Lives Campaign. Initiatives currently underway to reduce medical errors and provide quality
care include the adoption of electronic medical records technology, educational progtams aimed at
decreasing sutgical site infections, and the use, in the acute care setting, of rapid response teams to
Prevent medical crises. Individual hospitals, such as Duke, also are instituting their own programs ro
enhance patient safety and quality of care. Skilled cate and assisted living facilities are focusing their
efforts on quality improvement.

The Carolinas Center fot Medical Excellence (CCME) is working on patient safety initiatives
with a variety of health cate provrders in the State CCME also is following the implementation of the
federal Patient Safety and Quality Improvement Act of 2005. The Aci seeks to improve patient safety
by providing for health care ptoviders to voluntarily report medical errors to patient safety organizations
("SOt which will help the providers analyze patient safety issues and quality of care problems. PSOs
will be certified by the Secretary of Health and Human Setwices. The work product of the PSOs will be
privileged and confidential.

The Subcommittee also learned that the North Carolina Medical Society has established a
Physician and Patient Resource Center devoted to quality and safety issues. One of its initiatives
encourages patients to complete a "patient snapshot", a document containing the patient's medical
history that may be given to each of the padent's healthcare providers. The North Carolina Medical
Board has increased its efforts to ensure that those authorized to practice medicine in the State are
meeting the standards of competency and character. The Medical Board has requested changes in its
statutory authority to allow the Board greater flexibility in disciplining doctors and ensuring physician
comPetency. The patient advocacy groups called for more public reporting of hospital infection rates
and easier access to physicians' disciplinary records.



As a result of its study, the Subcommittee is presenting in this interim report thtee findings andl
recommendations to the House Select Committee on Health Care. The Subcommittee looks forward tJ
resumrng its work at the completion of the 2006 Session of the General Assembly.

Subcommittee on Healthcare Worldorce

The House Select Committee on Health Care, Subcommittee on Healthcare l7orkforce,
met five times from December 75, 2005, until April 7, 2006. The Subcommittee heard
presentations from the following:

o Dr. Thomas Ricketts, Deputy Director of the Cecil G. Sheps Center, UNC, made a
presentadon on physician shortages. Dr. Ricketts noted that there is a disturbing
trend suggesting that the supply of physicians is gtowing more slowly than thi
population. This trend will create a problem for Norh Carolina because of our
growrng population.

o Hugh Tilson, Seniot Vice President, North CaroLna Hospital Association, discussed
the workforce shortages in hospitals. Mr. Tilson noted that in addition to the
shortage in physicians and nurses, hospitals are experiencing shortages in allied
health fields, such as pharmacy technicians, occupadonal therapists and physical
therapists.

o Brenda Cleary, Execudve Director, North Carolina Center for Nursing, and Linda
Lacey, Associate Director for Research, North Carolina Center fot Nursing,
presented an overview of the nursing workforce issues facing North Carolina. Di.
Cleary oudined the factors indicating a growing and future nursing shortage.

Alan Mabe, vice President Academic Planning, uNc, and virginia Adams, Dean of
Nursing, UNC !flilrnington, reviewed the recommendations from the UNC Board of
Govemors Task Force on Nursing and the UNC nursing program and goals.

Delores Parker, Vice President for Academic and Student Senrices, North Carolina
Community Colleges, discussed the efforts of the Community College System in
addressing nursing shortages. Dr. Parker noted that there is a severe shortage in
nursing faculty that is hampering efforts to trarn more nurses.

Dennis Sherrod, President, North Carolina Nurses Association, give an overview of
the workforce issues from the perspective of nurses.

David Clegg, Deputy Chairman for Communications, North Carolina Employment
Security Commission, presented an overwiew of the State's projected healthcare
workforce needs. Mr. Clegg noted that the fastest gtowing occupations in North
Carolina are in the healthcare industry.

Dr. David Yoder, Executive Director, Council for Allied Health in Noth Carolioa,
reviewed the Council's tecent report on the projected allied health employment
growth in the State.

Dr. Art Apolinano, North Carolina Medical Society, descdbed his experiences as a
member of the Community Practice Program, which engages new doctors for
undersewed ateas of the State.



o Dr. Carol Clayton, Executive Director, North Carolina Council of Community
Progtams, presented a report on mental health, developmental disabilities, and
substance abuse workforce issues. Dr. Clayton advised the Subcommittee that there
is curendy a critical shortage of child psychiatrists in the State and a gowing
shortage of psychiatrists and other direct support professionals.

o Dr. Mickey Burnim, Chancellor, Elizabeth City State University, and Dr. Robert
Blouin, Dean, school of Pharmacy, UNC-GH, presented a report on the joint
pharmacy ptogram between the two rnsdtutions.

o Dr. Delores Parker, Vice President for Academic and Student Services, North
Catolina Community Colleges, and Dr. Phyllis Horns, Dean, School of Nusing, East
Carolina University, reported on the distance education programs leading to a degtee
in a health-related field offered by their institutions.

o Thomas Bacon, Ditectot, North Carolina Area Health Education Centers, gave an
overview of the programs offered by his organization.

o Susan Harmuth, Project Coordrnator, North Carolina New Organizadonal Vision
Award OIC NOVA), requested that the subcomminee consider supporting a
proposal for addressing the shortage of rlirect care health workers.

o Sara Kamprath, Subcommittee Staff, Research Division, presented a summary of
House Bill 1718 (l.lursing Faculty Fellows Program/Funds).

The North Carolina Nurses Association pushed for legislation to establish a nursing faculty
fellows program during the 2005 Session. This tater became House Bill l7l8 which was
referred to the House Health Committee on May 12,2005.

On March 23,2006, the Subcommittee discussed a Proposed Committee Substitute for House
Bill 1718 Nursing Faculty Fellows Program/Funds.

Subcommittee on Access

The House Select Committee on Health Care, Subcommittee on Access, met seven
times ftom November 30, 2005 until March 28, 2006. The Subcommittee heard
presentations from the following:

o Dr. Pam Silberman, President and CEO, North Carolina Institute of Medicine
presented to the subcommittee that people lack access to needed health senrices in
Noth Carolina for a vaiety of reasons including financial barders (lack of or
inadequate insurance covetage) and non-financial barriers (maldistribution of
healthcare resources; language and culrural baniers). Dr. Silberman reported that
safety net providers exist to serve the underserved populations, but do not exist in
every community and generally can not meet all of the healthcare needs of the
uninsured.

o Laura Tobler, Health Policy Analyst, National Conference of State Legislatures
presented information on a variety of state initiatives for providing access to health
care for the uninsured. Ms. Tobler explained state initiatives for covering the
uninsured fall into three categories: private matket (increasing employer-offered
insutance, market reforms); public /pivate sector (assist via govemment sponsored



programs, suppoft direct care programs); public sector (assist via government
sponsored programs).

o Toden Wade, Director, Offrce of Research, Demonstradons, and Rural Health
Development provided an overview of the rural health centers program.

o Sonya Bruton, Executive Directot, Noth Carolina Community Health Center
Association provided an overview of federally recognized commurury health centers
that receive Section 330 grant funding to assist with caring for the uninsured and the
look a like progtams that do not receive such funding.

o Mike Darrow, Execudve Directot, Noth Carolina Association of Free Chnics
provided an overview and history of free clinics in North Carolina.

o Connie Parket, Execudve Directot, School-Based and School-Linked Health Centers
presented an overview of school-based and school-linked health centers as part of
the health care safety net.

o Dr, Tom Bacon, Program Director, Noth Carolina Area Health Educauon Centers
(AHEC) explained improved access to health care is fundamental to AHEC's
trusslon.

o Dr. Leah Devlin, Director, Division of Public Health provided an overview of
serwices provided by local health departments as safety net providers.

o Hugh Tilson, Senior Vice President, North Catolina Hospital Association presented
on the role of hospitals as part of the health care safety net.

o Dr. Meg Malloy, Executive Director, North Carolina Prevendon Partners presented
on potendal cost savings related to prevendon.

r Dr. Mark Holmes, Vice President, NCIOM made presentation on rwo occasions.
The fust presentation provided theory and research evidence on the economics of
access to healthcare. The second presentation to the Subcommrttee provided detail
and information on establishing a high-risk health insurance pool.

o Dr. Ftank Sloan, Director, Centet for Health Policy, Law and Management, Duke
University provided an academic critique of an article published in the Journal of the
American Medical Association entided "Impact of Malpractice Reforms on rhe
Supply of Physicians".

o Dr. Roland Stephen, Assistant Director for Research and Policy, Institute on
Emerging Issues, Nomh Carolina State University gave an overview of the North
Carolina Best Care Initiative.

o Dr. Steven Hill, Buncombe County Medical Society presented on the topic of
medical liability reform and provided information on the increased cost on medical
Iiability insutance and the impact of those cost on a person's ability to access health
care in North Carolina.

o Dt. John Faulknet, North Catolina Coalition for Patient Rights presented on
promoting patient safety and protecting patient rights.

o Dick Taylor, CEO, North Carolina Academy of Trial Lawyers presented information
indicating that litigation and malpractice insurance costs do not affect physician
population and access to care in North Carolina.

Subcommittee on the State Health Plan



The House Select Committee on Health Care, Subcommittee on the State Health plan,
met five times from December 73, 2005 until April 4, 2006. The Subcommittee heard
ptesentations from the following"

George c. stokes, Executive Administratot, Teachers'and state Employees'
Comprehensive Major Medical Plan (State Health Plan), discussed the current health
benefits offered undet the Plan's self-insured indemnity program, and his efforts to
provide othet alternative health benefit coverage optioni thto"gh the establishment
of a Prefered Provider Option epo) under the plan.

Eddie Davis, President, North carolina Association of Educators Q.JCAE),
discussed the Association's support for the State Health Plan, the efforts by the Plan
to focus on improving employee health, and to lower plan member,s out-of-pocket
costs by allowing the Plan the option to adopt a ppo alternarjve under the
authorization provided by the 2005 General Assembly.

Dana Cope, Execudve Director, State Employees' Association of North Carolina
(SEANC), noted that the State Health Plan is second rn importance only to salary as
part of an employee's total compensation and that the Plan is critical to the Statels
ability to comPete with the pnvate sector in recruiting and retaining a professional
work force.

Ed Regan, Retired Govemrnental Employees' Association, emphasized that
maintaining the benefits of the State Health Plan has become the top priority of the
Association particularly in the provision of outpatient prescription drugs.

Lisa Bultrnan, the then Director of Integrated Health Management for the State
Health Plan, provided insight into the Integtated Health Management initiative under
way by the Plan.

John Sapp, Execudve Vice President, BB&T Corp, described the concerns that large
employers have about employer-sponsored health benefit costs and spoke to hrs
company's efforts with employee wellness programs to abate risrng costs and
improve employee health.

Gale Adcock, Nurse Practitionet and Director of Comprehensive Health Services,
SAS Institute, Inc., spoke about their company's delivery of primary care at rhe
worksite in ordet to reduce productivity loss and the numerous disease management
and health education progtams offered under the theory that "It is always cheaper to
prevent illness and disability than to treat it.',

Jan Sharp, vice President of Human Resources, capitol Broadcasting company,
spoke about her company's effort to transition employees from berng'.pasiive
users" of medical care to "acdve consumers" in an effort to deliver moia 

"ortefficient and effective medical care:



o Barban Buchwald, Vice President, AON Consulting, spoke about the emerging use
of Health Savings Accounts, Health Reimbursement Accounts, and the associated
high-deductible health benefit plans typically used with these accounrs.

' Kitty McCollum, Associate Vice President for Human Resources and University
Benefits Officer, UNC-System General Admrnistration provided insight into the role
that employet sPonsored health benefits play in recruiting a skilled university
workforce and expressed their suppott for the effort being put forth by the State
Health Plan's cutrent Executive Administrator with respect to establishrng a
Prefened Provider Option.

o Mark Troglon, Principal Fiscal Analyst, Fiscal Research Division, provided an
overview of the State Health Plan's financial scope, plan memb.t d.rrrog"^phics,
major cost comPole-nts, and expected clarms trends. He also provided a summary of
tle General Assembly's legislative authorizauon to the Plan toinvestigate and
implement providing altemative health benefit coverage as currently proposed under
a Preferred Provider Opuon arrangement.

UNC-System Comments
Kitty McCollum, Associate Vice President of Human Resources of University of North
Caroltna - General Administration spoke about UNC system efforts to improve health
benefits coverage for its employees.

A 2004 study, in which UNC participated with 18 other research universities, found rhat:

UNC pays the full cost of employees' premrums compared to 97o/o by other universities;

UNC requires employees to cover a higher percentage of out-of-pocket costs (deductibles,
co-insurance and co-payments) - 20o/o - compared to other univeisities (l4oh);

UNC pays nothing toward dependent coverage, while, on arzerage, other universiues pay
64oh of dependent costs.; As a result of the high cost of dependent coverage in the State
Health Plan (of which UNC is a part), fewer UNC dependints are enrolled in the plan
compared with the Percentage of dependents enrolled in other universities' health plans;

UNC is the only uruversity studied to offer only a sftaight indemnity plan design;

UNC's employee health care benefit was the "worst" of any university in the study.

Ms. McCollum said that, as a result of this study and meetings with and a survey of UNC
employees (where employee dissatisfaction with their State Health Plan coverage was ,.nearly

unanimous'), in 2005 UNC asked the General Assembly for a pilot plan, to be offered to
UNC employees in lieu of the State Health Plan, to improve UNC employee benefits and
health. The General Assembly did not approve this legislation.

Although this issue continues to be a top priority for UNC, Ms. McCollum said that the
health benefits pilot is not on UNC's 2006 legislative agenda. She said that UNC wants to

l0



give new Sate Health Plan Executive Administrator George Stokes "a chance to improve',

F. P|l. fo fat, they are impressed urith Mr. Stokes'efforts, including the professionals he
has added to the Plan's staff and t}re outreach that he and his staff hav. *rd. to Plan
"customers," including UNC, to get input. She said that UNC hopes that Mr. Stokes will
take what it has learned and use it to improve the State Health plan.
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