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Chapter 58.
Insurance.
Article 1.
Title and Definitions.

§ 581-1. Title of the Chapter.
Articles 1 through 64 of this Chapter may be cited and shall be known as the Insurance
Law. (1899, c. 54; Rev., s. 4677; C.S., s. 6260.)

§ 581-5. Definitions.
In this Chapter, unless the context clearly requires otherwise:

(1)
(1a)

(2)
3)

(4)
(5)

(6)

(7)
(8)
(9)

(10)

"Alien company” means a company incorporated or organized under the
laws of any jurisdiction outside of the Unitedhtats.

"Commercial aircraft" means aircraft used in domestic, flag, supplemental,
commuter, or ordemand operations, as defined in Federal Aviation
Administration Regulations, 14 C.F.R. § 119.3, as amended.

"Commissioner" means the Commissionetnsiurance of North Carolina or

an authorized designee of the Commissioner.

"Company" or "insurance company" or "insurer" includes any corporation,
association, partnership, society, order, individual or aggregation of
individuals engaging or proposirgg attempting to engage as principals in
any kind of insurance business, including the exchanging of reciprocal or
interinsurance contracts between individuals, partnerships and corporations.
"Company" or "insurance company" or “insurer" does not meaftite of

North Carolina or any county, city, or other political subdivision of the State
of North Carolina.

"Department” means the Department of Insurance of North Carolina.
"Domestic company" means a company incorporated or organized under the
laws of this State.

"Foreign company" means a company incorporated or organized under the
laws of the United States or of any jurisdiction within the United States other
than this State.

"NAIC" means the National Association of Insurance Commissioners
Repealed by Session Laws 19819, s. 5.5.

"Person” means an individual, partnership, firm, association, corporation,
joint-stock company, trust, any similar entity, or any combination of the
foregoing acting in concert.

The singular form includes the plural, and the masculine form includes the
feminine wherever appropriat¢l899, c. 54, s. 1; Rev., s. 4678; C.S,, s.
6261; 1945, c. 383; 1971, c. 510, s. 1; 1987, c. 864, s. 34; 1995, c. 193, s. 1;
1999219, s. 5.5; 200834, s. 18.2.)

§ 581-10. Contract of insurance.

A contract of insurance is an agreement by which the insurer is bound to pay money or its
equivalent or to do some act of value to the insured upon, and as an indemnity or
reimbursement for the destructidass, or injury of something in which the other party has an
interest.(1899, c. 54, s. 2; Rev., s. 4679; C.S., s. 6262; 1945, c. 383.)

§ 581-15. Warranties by manufacturers, distributors, or sellers of goods or services.
(@)  Asused in this section:

NC General StatutesChapter 58 1



OCoO~NOOUIE WNPE

Q) "Goods" means all things that are moveable at the time of sale or at the time
the buyer takes possession. "Goods" includes things not in existence at the
time the transaction is entered into; and includes things that are furnished or
used at the time o$ale or subsequently in modernization, rehabilitation,
repair, alteration, improvement, or construction on real property so as to
become a part of real property whether or not they are severable from real
property.

(2)  "Services" means work, labor, and etlpersonal services.

(b)  Any warranty made solely by a manufacturer, distributor, or seller of goods or
services without charge, or an extended warranty offered as an option and made solely by a
manufacturer, distributor, or seller of goods or servicexharge, that guarantees indemnity
for defective parts, mechanical or electrical breakdown, labor, or any other remedial measure,
including replacement of goods or repetition of services, shall not be a contract of insurance
under Articles 1 through 64 tiis Chapter; however, service agreements on motor vehicles are
governed by G.S. 6870, 66372, and 6&73. Service agreements on home appliances are
governed by G.S. 6871, 66372, and 6&73.

(c) Nothing in this section affects the provisions of Agi@8 of this Chapter. Any
warranty or extended warranty made by any person other than the manufacturer, distributor, or
seller of the warranted goods or services is a contract of insurance.

(d) Repealed by Session Laws 1989 (Regular Session, 1990), I;. 4.02.(1959, c.

866; 1975, cc. 643, 788; 1977, c. 185; 1987, c. 369; 1989, c. 789, s. 2; 1989 (Reg. Sess., 1990),
c. 1021, s. 3; 1991 (Reg. Sess., 1992), c. 1014, s. 2; 1995, c. 193, s.-252607.)

§ 581-20. Real property warranties.
(&  Any warranty relating to fixtures to real property issued by a person is a contract of
insurance, except the following:
(1) A warranty made by a builder or seller of the real property;
(2) A warranty providing for the repair or replacement of the items cougyed
the warranty for defective parts and mechanical failure or resulting from
ordinary wear and tear, and excluding from its coverage damage from
recognizable perils, such as fire, flood, and wind, that neither relate to any
defect in the items covered nasult from ordinary wear and tear.

(b) It is unlawful for any person to issue a warranty specified in subdivision (a)(2) of
this section unless that person has posted a surety bond with the Secretary of State in the
principal sum of not less than one heedl thousand dollars ($100,000). The bond must be
issued by a surety company licensed to do business in this State and is subject to the approval
of the Secretary of State. Any person to whom the warranty is issued may institute an action to
recover agairtghe warrantor and the surety bond for any breach of warranty.

(c) Persons issuing real property warranties shall comply with the requirements of G.S.
66-373.(1979, c. 773, s. 1; 1987, c. 864, s. 9; 1991, c. 644, s. 43:281)3. 1(a); 20085, s.

8.)

8 581-25: Recodified as G.S. 6870 by Session Laws 20®5, ss. 5, effective October 1,
2007.

8 581-30: Recodified as G.S. 6871 by Session Laws 20®b, ss. 25, effective October 1,
2007.

§ 581-35: Recodified as G.S. 6872 by Session Law8007-95, ss. 25, effective October 1,
2007.
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8 581-36: Recodified as G.S. 6873 by Session Laws 20®5b, ss. 25, effective October 1,
2007.

§ 581-40: Repealed by Session Laws 1993 (Reg. Sess., 1994), c. 730, s. 3.

§ 581-42: Recodified as G.S66-374 by Session Laws 20®b, s. 6, effective October 1,
2007.

88 581-43, 581-50: Repealed by Session Laws 1993 (Reg. Sess., 1994), c. 730, s. 3.

Article 2.
Commissioner of Insurance.
§ 582-1. Department established.

The Department is hereby established as a separate and distinct department, which is
charged with the execution of laws relating to insurance and other subjects placed under the
Department(1899, c. 54, s. 3; 1901, c. 391, s. 1; Rev,, s. 4680; C.S.63; 6291, c. 720, s.

5)

8§ 582-5. Commissioner's election and term of office.

The chief officer of the Insurance Department shall be called the Commissioner of
Insurance; whenever in the statutes of this State the words "Insurance Commissioner" appeatr,
they shall be deemed to refer to and to be synonymous with the term "Commissioner of
Insurance.” He shall be elected by the people in the manner prescribed for the election of
members of the General Assembly and State officers, and the result of thenesbetil be
declared in the same manner and at the same time as the election of State officers is now
declared. His term of office begins on the first day of January next after his election, and is for
four years or until his successor is elected and figalilf a vacancy occurs during the term, it
shall be filled by the Governor for the unexpired te(Rev., ss. 4680, 4681; 1907, c. 868;
C.S., s. 6264; 1943, c. 170.)

§ 582-10. Salary of Commissioner.

The salary of the Commissioner shall be set by Gemeral Assembly in the Current
Operations Appropriations Act. In addition to the salary set by the General Assembly in the
Current Operations Appropriations Act, longevity pay shall be paid on the same basis as is
provided to employees of the State whe subject to the State Personnel A£899, c. 54, ss.

3, 8; 1901, c. 710; 1903, c. 42; c. 771, s. 3; Rev., s. 2756; 1907, c. 830, s. 10; c. 994, 1909, c.
839; 1913, c. 194; 1915, cc. 158, 171; 1917, c. 70; 1919, c. 247, s. 4; C.S., s. 3874; 1921, c. 25,
s. 1; 1933, c. 282, s. 5; 1935, c. 293; 1937, c. 342; 1945, c. 383; 1947, c. 1041; 1949, c. 1278;
1953, c. 1, s. 2; 1957, c. 1; 1963, c. 1178, s. 6; 1967, c. 1130; c. 1237, s. 6; 1969, c. 1214, s. 6;
1971, ¢c. 912, s. 6; 1973, c. 778, s. 6; 1975, 2nd Se¥83, s. 21; 1977, c. 802, s. 42.12; 1983,

c. 761, s. 206; 1983 (Reg. Sess., 1984), c. 1034, s. 164; 1987, c. 738, s. 32(b); 1991, c. 720, s.
4.)

8§ 582-15. Chief deputy commissioner.

The Commissioner shall appoint and may remove at his discretichied deputy
commissioner, who, in the event of the absence, death, resignation, disability or disqualification
of the Commissioner, or in case the office of Commissioner shall for any reason become
vacant, shall have and exercise all the powers and dwggted by law in the Commissioner.

He shall receive such compensation as fixed and provided by the Department of
Administration.(1945, c. 383; 1987, c. 864, s. 19(a).)
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§ 582-20. Chief actuary.

The Commissioner shall appoint and may remove at higetieo a chief actuary, who
shall receive such compensation as fixed and provided by the Department of Administration.
(1945, c. 383; 1987, c. 864, s. 19(b).)

§ 582-25. Other deputies, actuaries, examiners and employees.

(@ The Commissioner shall appoint or employ such other deputies, actuaries,
economists, financial analysts, financial examiners, licensed attorneys, rate and policy analysts,
accountants, fire and rescue training instructors, market conduct analysts, esoaptaint
analysts, investigators, engineers, building inspectors, risk managers, clerks and other
employees that the Commissioner considers to be necessary for the proper execution of the
work of the Department, at the compensation that is fixed andde by the Department of
Administration. If the Commissioner considers it to be necessary for the proper execution of
the work of the Department to contract with persons, except to fill authorized employee
positions, all of those contracts, except thpsavided for in Articles 36 and 37 and Part 2 of
Article 44 of this Chapter, shall be made pursuant to the provisions of Article 3C of Chapter
143 of the General Statutes.

Whenever the Commissioner or any deputy or employee of the Department is requested o
subpoenaed to testify as an expert witness in any civil or administrative action, the party
making the request or filing the subpoena and on whose behalf the testimony is given shall,
upon receiving a statement of the cost from the Commissioner, reentheOepartment for
the actual time and expenses incurred by the Department in connection with the testimony.

(b)  The minimum education requirements for financial analysts and examiners referred
to in subsection (a) of this section are a bachelors degite,the appropriate courses in
accounting as defined in 21 NCAC 8A.0309, and other courses that are required to qualify the
applicant as a candidate for the uniform certified public accountant examination, based on the
examination requirements in effexdtthe time of graduation by the analyst or examiner from an
accredited college or universitf1945, c. 383; 1981, c. 859, s. 94; 1987, c. 864, s. 20; 1989
(Reg. Sess., 1990), c. 1069, s. 20; 1991, c. 681, s. 1:12Z0G. 4; 200445, s. 4.)

§ 582-30. Appointments of committees or councils.

(@)  As used in this section, the term "committee" means a collective body that consults
with and advises the Commissioner or his designee in detailed technical areas; and the term
"council” means a collective bodyat consults with and advises the Commissioner or his
designee as representative of citizen advice in specific areas of interest.

(b) The Commissioner may create and appoint committees and councils, each of which
shall consist of no more than 13 membentess otherwise provided by law. The members of
any committee or council shall serve at the pleasure of the Commissioner and may be paid per
diem and necessary travel and subsistence expenses within the limits of appropriations and in
accordance with G.S1385. Per diem, travel, and subsistence payments to members of
committees or councils that are created in connection with federal programs shall be paid from
federal funds unless otherwise provided by IgM@85, c. 666, s. 44.)

8§ 582-31. Seniors' Heéth Insurance Information Program.

The Seniors' Health Insurance Information Program is established within the Department as
a statewide health benefits counseling program to provide the State's Medicare beneficiaries
with counseling in Medicare, Medicasaipplement insurance, loitgrm care insurance, and
related health care coverage pla(&011-196, s. 2.)

§ 582-35. Seal of Department.
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The Commissioner, with the approval of the Governor, shall devise a seal, with suitable
inscription, for his office,a description of which, with the certificate of approval by the
Governor, shall be filed in the office of the Secretary of State, with an impression thereof,
which seal shall thereupon become the seal of office of the Commissioner of the Department.
The ®al may be renewed whenever necesgagg9, c. 54, s. 11; Rev., s. 4682; C.S., S. 6266;
1991, c. 720, ss. 4, 5.)

8 582-40. Powers and duties of Commissioner.
The Commissioner shall:

(1)

)

(3)

(4)
(5)

(6)

(7)
(8)

See that all laws of this State that the Commissioner is regperfsir
administering and the provisions of this Chapter are faithfully executed; and
to that end the Commissioner is authorized to adopt rules in accordance with
Chapter 150B of the General Statutes, in order to enforce, carry out and
make effective the rpvisions of those laws. The Commissioner is also
authorized to adopt such further rules not contrary to those laws that will
prevent persons subject to the Commissioner's regulatory authority from
engaging in practices injurious to the public.

Have thke power and authority to adopt rules pertaining to and governing the
solicitation of proxies, including financial reporting in connection therewith,
with respect to the capital stock or other equity securities of any domestic
stock insurance company.

Prescribe to the companies, associations, orders, or bureaus required by
Articles 1 through 64 of this Chapter to report to the Commissioner, the
necessary forms for the statements required. The Commissioner may change
those forms from time to time when ®ssary to secure full information as

to the standing, condition, and such other information desired of companies,
associations, orders, or bureaus under the jurisdiction of the Department.
Receive and thoroughly examine each financial statement rdqbiye
Articles 1 through 64 of this Chapter.

Report in detail to the Attorney General any violations of the laws relative to
insurance companies, associations, orders and bureaus or the business of
insurance; and the Commissioner may institute civiloast or criminal
prosecutions either by the Attorney General or another attorney whom the
Attorney General may select, for any violation of the provisions of Articles 1
through 64 of this Chapter.

Upon a proper application by any citizen of this Stgtee a statement or
synopsis of the provisions of any insurance contract offered or issued to the
citizen.

Administer, or the Commissioner's deputy may administer, all oaths required
in the discharge of the Commissioner's official duty.

Compile aml make available to the public such lists of rates charged,
including deviations, and such explanations of coverages that are provided
by insurers for and in connection with contracts or policies of (i) insurance
against loss to residential real propertiytmwnot more than four housing units
located in this State and any contents thereof or valuable interest therein and
other insurance coverages written in connection with the sale of such
property insurance and (ii) private passenger (nonfleet) motor gehicl
liability, physical damage, theft, medical payments, uninsured motorists, and
other insurance coverages written in connection with the sale of such
insurance, as may be advisable to inform the public of insurance premium
differentials and of the naturena@ types of coverages provided. The
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explanations of coverages provided for in this section must comply with the
provisions of Article 38 of this Chapter.

(9) Repealed by Session Laws 2000, ch. 19, s. 3, effective on or after April 1,
1998.

(10) Administerand enforce the provisions of the federal Patient Protection and
Affordable Care Act (Public Law 11148) and the provisions of the Health
Care and Education Reconciliation Act of 2010 (Public Law132) to the
extent that the provisions apply to pers@ubject to the Commissioner's
jurisdiction and to the extent that the provisions are not under the exclusive
jurisdiction of any federal agency1899, c. 54, s. 8; 1905, c. 430, s. 3; Rev.,
S. 4689; C.S., s. 6269; 1945, c. 383; 1947, c. 721; 19657¢s12; 1971, c.
757,s.1; 1977, c. 376, s. 1; 1979, c. 755, s. 19; c. 881, s. 1; 1981, c. 846, s.
2; 1989, c. 485, s. 29; 1991, c. 644, s. 26; 1397, s. 3; 20049, s. 3;
201031, s. 24.2(a).)

8§ 582-45. Orders of Commissioner; when writingrequired.

Whenever by any provision of Articles 1 through 64 of this Chapter, the Commissioner is
authorized to grant any approval, authorization or permission or to make any other order
affecting any insurer, insurance agent, insurance broker or otlsemper persons subject to
the provisions of Articles 1 through 64 of this Chapter, such order shall not be effective unless
made in writing and signed by the Commissioner or by his auth(ifi{5, c. 383.)

8§ 582-46. State of disaster; automatic stayfgoroof of loss requirements; premium and

debt deferrals; loss adjustments for separate windstorm policies.

Whenever a state of disaster is proclaimed for the State or for an area within the State under
G.S. 166A6 or whenever the President of the Unitetht& has issued a major disaster
declaration for the State or for an area within the State under the Stafford Act, 42 U.S.C. §
5121, et seq., as amended:

(1) The application of any provision in an insurance policy insuring real
property and its contentshat are located within the geographic area
designated in the proclamation or declaration, which provision requires an
insured to file a proof of loss within a certain period of time after the
occurrence of the loss, shall be stayed for the time periodxoetding the
expiration of the disaster proclamation or declaration and all renewals of the
proclamation or 45 days, whichever is later.

(2) As used in this subdivision, "insurance company" includes a service
corporation, HMO, MEWA, surplus lines insureaind the underwriting
associations under Articles 45 and 46 of this Chapter. All insurance
companies, premium finance companies, collection agencies, and other
persons subject to this Chapter shall give their customers who reside within
the geographic aredesignated in the proclamation or declaration the option
of deferring premium or debt payments that are due during the time period
covered by the proclamation or declaration. This deferral period shall be 30
days from the last day the premium or debt paymmay be made under the
terms of the policy or contract. This deferral period shall also apply to any
statute, rule, or other policy or contract provision that imposes a time limit
on an insurer, insured, claimant, or customer to perform any act dheng t
time period covered by the proclamation or declaration, including the
transmittal of information, with respect to insurance policies or contracts,
premium finance agreements, or debt instruments when the insurer, insured,
claimant, or customer residesie located in the geographic area designated



OCoO~NOOUIE WNPE

in the proclamation or declaration. Likewise, the deferral period shall apply
to any time limitations imposed on insurers under the terms of a policy or
contract or provisions of law related to individuals wieside within the
geographic area designated in the proclamation or declaration. Likewise, the
deferral period shall apply to any time limitations imposed on insurers under
the terms of a policy or contract or provisions of law related to individuals
who reside within the geographic area designated in the proclamation or
declaration. The Commissioner may extend any deferral period in this
subdivision, depending on the nature and severity of the proclaimed or
declared disaster. No additional rate or contféiag shall be necessary to
effect any deferral period.

(3)  With respect to health benefit plans, after a deferral period has expired, all
premiums in arrears shall be payable to the insurer. If premiums in arrears
are not paid, coverage shall lapseohithe date premiums were paid up, and
preexisting conditions shall apply as permitted under this Chapter; and the
insured shall be responsible for all medical expenses incurred since the
effective date of the lapse in coverage.

(4) In addition to the reqtements of G.S. 585-35(e), for separate windstorm
policies that are written by an insurer other than the Underwriting
Association, losses shall be adjusted by the insurer that issued the property
insurance and not by the insurer that issued the windsfmlicy. The
insurer that issued the windstorm policy shall reimburse the insurer that
issued the property insurance for reasonable expenses incurred by that
insurer in adjusting the windstorm lossgX)06145, s. 3.)

§ 582-47. Incident affecting opeations of the Department; stay of deadlines and deemer
provisions.

Regardless of whether a state of disaster has been proclaimed under G.& G66A
declared under the Stafford Act, whenever an incident beyond the Department's reasonable
control, includig an act of God, insurrection, strike, fire, power outage, or systematic
technological failure, substantially affects the daily business operations of the Department, the
Commissioner may issue an order, effective immediately, to stay the applicatiory of an
deadlines and deemer provisions imposed by law or rule upon the Commissioner or
Department or upon persons subject to the Commissioner's jurisdiction, which deadlines and
deemer provisions would otherwise operate during the time period for which tledi@mpeiof
the Department have been substantially affected. The order shall remain in effect for a period
not exceeding 30 days. The order may be renewed by the Commissioner for successive periods
not exceeding 30 days each for as long as the operatitims DEpartment remain substantially
affected, up to a period of one year from the effective date of the initial (2086145, s. 3.)

§ 582-50. Examinations, hearings, and investigations.

All examinations, hearings, and investigations provided forthig Chapter may be
conducted by the Commissioner personally or by one or more deputies, investigators, actuaries,
examiners or employees designated for the purpose. If the Commissioner or any investigator
appointed to conduct the investigations is of dpéion that there is evidence to charge any
person or persons with a criminal violation of any provision of this Chapter, the Commissioner
may arrest with warrant or cause the person or persons to be arrested. All hearings shall, unless
otherwise specibf provided, be held in accordance with this Article and Article 3A of Chapter
150B of the General Statutes and at a time and place designated in a written notice given by the
Commissioner to the person cited to appear. The notice shall state the subgairy and the
specific charges, if any1945, c. 383; 1969, c. 1009; 1995, c. 193, s. 6; 2999 s. 1.1.)
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§ 582-52. Appeals and ratemaking hearings before the Commissioner.

(@) The Commissioner may adopt rules for the hearing of appeals bythmiSsioner
or the Commissioner's designated hearing officer under G:86-88, 5837-65, 5845-50,
5846-30, 5848-40(c)(7), 584842, and 582-51(c). These rules may provide for prefiled
evidence and testimony of the parties, prehearing statementsoameirences, settlement
conferences, discovery, subpoenas, sanctions, motions, intervention, consolidation of cases,
continuances, rights and responsibilities of parties, witnesses, and evidence.

(b) Notwithstanding G.S. 15088(h), hearing procedures faate filings made by the
North Carolina Rate Bureau shall be governed by the provisions of Article 36 of this Chapter
and G.S. 15089 through G.S. 15081. The Commissioner may adopt rules for those
hearings.

(c) Appeals under the statutes cited in sghea (a) of this section are not contested
cases within the meaning of G.S. 15P@).(1993, c. 409, s. 23; 1995, c. 193,s. 7.)

§ 582-53. Filing approvals and disapprovals; clarification of law.

Whenever any provision of this Chapter requires a petcdile rates, forms, classification
plans, rating plans, plans of operation, the Safe Driver Incentive Plan, or any other item with
the Commissioner or Department for approval, the approval or disapproval of the filing is an
agency decision under ChaptEb0B of the General Statutes only with respect to the person
making the filing or any person that intervenes in the fil{8001-423, s. 2.)

§ 582-55. Designated hearing officers.

In any contested case under this Chapter or Article 9A or Article 9B of Chapter 143 of the
General Statutes, the Commissioner may designate a member of his staff to serve as a hearing
officer. When the Commissioner is unable or elects not to hear a eshtaste and elects not
to designate a hearing officer to hear a contested case, he shall apply to the director of the
Office of Administrative Hearings for the designation of an administrative law judge to preside
at the hearing of a contested case. Upmeipt of the application, the Director shall, without
undue delay, assign an administrative law judge to hear the @8&9, c. 485, s. 30;
1999393, s. 4.)

8§ 582-60. Restraining orders; criminal convictions.

(@) Whenever it appears to the Commissiothat any person has violated, is violating,
or threatens to violate any provision of Articles 1 through 64, 65 and 66, 67, 69, 70, or 71 of
this Chapter, or Article 9A of Chapter 143 of the General Statutes, he may apply to the superior
court of any conty in which the violation has occurred, is occurring, or may occur for a
restraining order and injunction to restrain such violation. If upon application the court finds
that any provision of said statutes has been violated, is being violated, ortewithareof is
threatened, the court shall issue an order restraining and enjoining such violations; and such
relief may be granted regardless of whether criminal prosecution is instituted under any
provision of law.

(b)  The conviction in any court of cqgmetent jurisdiction of any licensee for any
criminal violation of the statutes referred to in subsection (a) of this section automatically has
the effect of suspending the license of that person until such time that the license is reinstated
by the Commigsner. As used in this subsection, "conviction" includes an adjudication of
guilt, a plea of guilty, and a plea nblo contenderg1989, c. 485, s. 30.)

§ 582-65. License surrenders.
This section applies to persons or entities licensed under Adidle®ugh 64, 65 and 66,
67, 69, 70, or 71 of this Chapter, or Article 9A of Chapter 143 of the General Statutes. When a
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licensee is accused of any act, omission, or misconduct that would subject the license to
suspension or revocation, the licenseehwite consent and approval of the Commissioner,
may surrender the license for a period of time established by the Commissioner. A person or
entity who surrenders a license shall not thereafter be eligible for or submit any application for
licensure duringhe period of license surrendé€t989, c. 485, s. 30.)

8 582-69. Notification of criminal convictions and changes of address; service of notice;
contracts for online services, administrative services, or regulatory data
systems.

(@  Asused in this sion:

(1) "License" includes any license, certificate, registration, or permit issued
under this Chapter.
(2)  "Licensee" means any person who holds a license.

(b) Every applicant for a license shall inform the Commissioner of the applicant's
residential ddress and provide the applicantmail address to which the Commissioner can
send electronic notifications and other messages. Every licensee shall give written notification
to the Commissioner of any change of the licensee's residentiamail @ddres within 10
business days after the licensee moves into the licensee's new residence or obtains a different
e-mail address. This requirement applies if the change of residential address is by governmental
action and there has been no actual change aferes® location; in which case the licensee
shall notify the Commissioner within 10 business days after the effective date of the change. A
violation of this subsection is not a ground for revocation, suspension, or nonrenewal of the
license or for the impmtion of any other penalty by the Commissioner, though a licensee who
violates this subsection shall pay an administrative fee of fifty dollars ($50.00) to the
Commissioner.

(c) If a licensee is convicted in any court of competent jurisdiction for amyecar
offense other than a motor vehicle infraction, the licensee shall notify the Commissioner in
writing of the conviction within 10 days after the date of the conviction. As used in this
subsection, "conviction" includes an adjudication of guilt, a plieguilty, or a plea of nolo
contendere.

(d) Notwithstanding any other provision of law, whenever the Commissioner is
authorized or required to give any notice under this Chapter to a licensee, the notice may be
given personally or by sending the notigeflrst-class mail to the licensee at the address that
the licensee has provided to the Commissioner under subsection (b) of this section.

(e)  The giving of notice by mail under subsection (d) of this section is complete upon
the expiration of four days & the deposit of the notice in the post office. Proof of the giving
of notice by mail may be made by the certificate of any employee of the Department.

)] Notification by licensees under subsection (b) of this section may be accomplished
by submitting witten notification directly to the Commissioner or by using any online services
approved by the Commissioner for this purpose.

(99 The Commissioner may contract with the NAIC or other persons for the provision
of online services to applicants and licerssder the provision of administrative services, for
the provision of license processing and support services, and for the provision of regulatory
data systems to the Commissioner. The NAIC or other person with whom the Commissioner
contracts may charge plcants and licensees a reasonable fee for the provision of online
services, the provision of administrative services, the provision of license processing and
support services, and the provision of regulatory data systems to the Commissioner. The fee
shal be agreed to by the Commissioner and the other contracting party and shall be stated in
the contract. The fee is in addition to any applicable license application and renewal fees.
Contracts for the provision of online services, contracts for the poovisi administrative
services, and contracts for the provision of regulatory data systems shall not be subject to
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Article 3, 3C, or 8 of Chapter 143 of the General Statutes or to Article 3D of Chapter 147 of the
General Statutes. However, the Commissiosieall: (i) submit all proposed contracts for
supplies, materials, printing, equipment, and contractual services that exceed one million
dollars ($1,000,000) authorized by this subsection to the Attorney General or the Attorney
General's designee for revies provided in G.S. 118.3; and (ii) include in all contracts to be
awarded by the Commissioner under this subsection a standard clause which provides that the
State Auditor and internal auditors of the Commissioner may audit the records of the contracto
during and after the term of the agreement or contract to verify accounts and data affecting fees
and performance. The Commissioner shall not award a cost plus percentage of cost agreement
or contract for any purpos€1998211, s. 16; 200607, s. 152009566, s. 20; 201094, s. 6;
2011196, s. 1; 201:B26, s. 15(f).)

§ 582-70. Civil penalties or restitution for violations; administrative procedure.

(@)  This section applies to any person who is subject to licensure or certification under
this Chapter.

(b)  Whenever the Commissioner has reason to believe that any person has violated any
of the provisions of this Chapter, and the violation subjects the license or certification of that
person to suspension or revocation, the Commissioner maynaftee and opportunity for a
hearing, proceed under the appropriate subsections of this section.

(c) If, under subsection (b) of this section, the Commissioner finds a violation of this
Chapter, the Commissioner may, in addition to or instead of susgendiavoking the license
or certification, order the payment of a monetary penalty as provided in subsection (d) of this
section or petition the Superior Court of Wake County for an order directing payment of
restitution as provided in subsection (e) bistsection, or both. Each day during which a
violation occurs constitutes a separate violation.

(d) If the Commissioner orders the payment of a monetary penalty pursuant to
subsection (c) of this section, the penalty shall not be less than one hdaotiaesl ($100.00)
nor more than one thousand dollars ($1,000). In determining the amount of the penalty, the
Commissioner shall consider the degree and extent of harm caused by the violation, the amount
of money that inured to the benefit of the violateraresult of the violation, whether the
violation was committed willfully, and the prior record of the violator in complying or failing
to comply with laws, rules, or orders applicable to the violator. The clear proceeds of the
penalty shall be remitted tthe Civil Penalty and Forfeiture Fund in accordance with G.S.
115G457.2. Payment of the civil penalty under this section shall be in addition to payment of
any other penalty for a violation of the criminal laws of this State.

(e) Upon petition of the Gmmissioner the court may order the person who committed a
violation specified in subsection (c) of this section to make restitution in an amount that would
make whole any person harmed by the violation. The petition may be made at any time and
also in anyappeal of the Commissioner's order.

0] Restitution to any State agency for extraordinary administrative expenses incurred
in the investigation and hearing of the violation may also be ordered by the court in such
amount that would reimburse the agencytf@ expenses.

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

(h) Unless otherwise ggifically provided for, all administrative proceedings under this
Chapter are governed by Chapter 150B of the General Statutes. Appeals of the Commissioner's
orders under this section shall be governed by G.&-HB& (1985, c. 666, s. 35; 1987, c. 752,
ss. 35; €. 864, s. 1; 1989, c. 485, s. 46; 1294, s. 15; 199215, s. 83(a).)

8§ 582-75. Court review of orders and decisions.
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(@) Any order or decision made, issued or executed by the Commissioner, except an
order to make good an impairment of capior surplus or a deficiency in the amount of
admitted assets and except an order or decision that the premium rates charged or filed on all or
any class of risks are excessive, inadequate, unreasonable, unfairly discriminatory or are
otherwise not in thepublic interest or that a classification assignment is unwarranted,
unreasonable, improper, unfairly discriminatory, or not in the public interest, shall be subject to
review in the Superior Court of Wake County on petition by any person aggrieved ifihel w
30 days from the date of the delivery of a copy of the order or decision made by the
Commissioner upon such person. A copy of such petition for review as filed with and certified
to by the clerk of said court shall be served upon the Commissionerhis absence upon
someone in active charge of the Department within five days after the filing thereof. If such
petition for review is not filed within the said 30 days, the parties aggrieved shall be deemed to
have waived the right to have the meatghe order or decision reviewed and there shall be no
trial of the merits thereof by any court to which application may be made by petition or
otherwise, to enforce or restrain the enforcement of the same.

(b)  The Commissioner shall within 30 days, usldébe time be extended by order of
court, after the service of the copy of the petition for review as provided in subsection (a) of
this section, prepare and file with the clerk of the Superior Court of Wake County a complete
transcript of the record of ¢hhearing, if any, had before him, and a true copy of the order or
decision duly certified. The order or decision of the Commissioner if supported by substantial
evidence shall be presumed to be correct and proper. The court may change the place of
hearng,

(1) Upon consent of the parties; or

(2) When the convenience of witnesses and the ends of justice would be
promoted by the change; or

(3)  When the judge has at any time been interested as a party or counsel.

The cause shall be heard by the trial judgea civil case upon transcript of the record for
review of findings of fact and errors of law only. It shall be the duty of the trial judge to hear
and determine such petition with all convenient speed and to this end the cause shall be placed
on the catndar for the next succeeding term for hearing ahead of all other cases except those
already given priority by law. If on the hearing before the trial judge it shall appear that the
record filed by the Commissioner is incomplete, he may by appropriats dickct the
Commissioner to certify any or all parts of the record so omitted.

(© The trial judge shall have jurisdiction to affirm or to set aside the order or decision
of the Commissioner and to restrain the enforcement thereof.

(d)  Appeals from all ihal orders and judgments entered by the superior court in
reviewing the orders and decisions of the Commissioner may be taken to the appellate division
of the General Court of Justice by any party to the action as in other civil cases.

(e) The commencemermf proceedings under this section shall not operate as a stay of
the Commissioner's order or decision, unless otherwise ordered by the(t84&, c. 383;

1947, c. 721; 1969, c. 44, s. 55; 1971, c. 703, s. 1.)

§ 582-80. Court review of rates and clasification.

Any order or decision of the Commissioner that the premium rates charged or filed on all or
any class of risks are excessive, inadequate, unreasonable, unfairly discriminatory or are
otherwise not in the public interest or that a classificatoo classification assignment is
unwarranted, unreasonable, improper, unfairly discriminatory or not in the public interest may
be appealed to the North Carolina Court of Appeals by any party aggrieved thereby. Any such
order shall be based on findingkfact, and if applicable, findings as to trends related to the
matter under investigation, and conclusions of law based thereon. Any order or decision of the
Commissioner, if supported by substantial evidence, shall be presumed to be correct and
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proper. For the purposes of the appeal the Insurance Commissioner, who shall be represented
by his general counsel, shall be deemed an aggrieved {d&%L, c. 703, s. 2.)

8§ 582-85. Procedure on appeal under § 58-80.
Appeals to the North Carolina CourtAppeals pursuant to G.S. 2880 shall be subject to
the following provisions:

(1)

(2)

(3)
(4)

),
(7)

(8)

(9)

(10)

No party to a proceeding before the Commissioner may appeal from any
final order or decision of the Commissioner unless within 30 days after the
entry of such final order adecision, or within such time thereafter as may

be fixed by the Commissioner, by order made within 30 days, the party
aggrieved by such decision or order shall file with the Commissioner notice
of appeal.

Any party may appeal from all or any portiohamy final order or decision

of the Commissioner in the manner herein provided. Copy of the notice of
appeal shall be mailed by the appealing party at the time of filing with the
Commissioner, to each party to the proceeding to the addresses as they
appeain the files of the Commissioner in the proceeding. The failure of any
party, other than the Commissioner, to be served with or to receive a copy of
the notice of appeal shall not affect the validity or regularity of the appeal.
Repealed by Sessioralws 2009666, s. 26, effective October 1, 2009, and
applicable to appeals filed on or after that date.

The appeal shall lie to the Court of Appeals as provided in G.297Ahe
procedure for the appeal shall be as provided by the rules of appellate
procedure.

(6) Repealed by Session Laws 1975, c. 391, s. 11.

The Court of Appeals shall hear and determine all matters arising on such
appeal, as in this Article provided, and may in the exercise of its discretion
assign the hearing of said appeaany panel of the Court of Appeals.

Unless otherwise provided by the rules of appellate procedure, the cause on
appeal from the Commissioner of Insurance shall be entitled "State of North
Carolina ex rel. Commissioner of Insurance (here add anyi@uli parties

in support of the Commissioner's order and their capacity before the
Commissioner). Appellee(s) v. (here insert name of appellant and his
capacity before the Commissioner), Appellant." Appeals from the Insurance
Commissioner pending in theuerior courts on January 1, 1972, shall
remain on the civil issue docket of such superior court and shall have
priority over other civil actions. Appeals to the Court of Appeals under G.S.
7A-29 shall be docketed in accordance with the rules of appphiatedure.

In any appeal to the Court of Appeals, the complainant in the original
complaint before the Commissioner shall be a party to the record and each of
the parties to the proceeding before the Commissioner shall have a right to
appear and pariigate in said appeal.

An appeal under this section shall operate as a stay of the Commissioner's
order or decision until said appeal has been dismissed or the questions raised
by the appeal determined according to 1d#Q71, c. 703, s. 3; 1975, ©B

S. 11; 200966, s. 26.)

§ 582-90. Extent of review under 8§ 5&-80.

(@  On appeal the court shall review the record in accordance with the rules of the Court
of Appeals, and any alleged irregularities in procedures before the Commissioner, notrshow
the record, shall be considered under the rules of the Court of Appeals.
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(b) So far as necessary to the decision and where presented, the court shall decide all
relevant questions of law, interpret constitutional and statutory provisions, and deténin
meaning and applicability of the terms of any action of the Commissioner. The court may
affirm or reverse the decision of the Commissioner, declare the same null and void, or remand
the case for further proceedings; or it may reverse or modify tbisiaie if the substantial
rights of the appellants have been prejudiced because the Commissioner's findings, inferences,
conclusions or decisions are:

(2) In violation of constitutional provisions, or

(2) In excess of statutory authority or jurisdictionteé Commissioner, or

3) Made upon unlawful proceedings, or

(4)  Affected by other errors of law, or

(5) Unsupported by material and substantial evidence in view of the entire
record as submitted, or

(6)  Arbitrary or capricious.

(c) In making the foregoingleterminations, the court shall review the whole record or
such portions thereof as may be cited by any party and due account shall be taken of the rule of
prejudicial error.

(d)  The court shall also compel action of the Commissioner unlawfully withheld o
unlawfully or unreasonably delayed.

(e) Upon any appeal, the rates fixed or any rule, regulation, finding, determination, or
order made by the Commissioner under the provisions of Articles 1 through 64 of this Chapter
shall be prima facie correc{1971 c. 703, s. 4; 200866, s. 27.)

§ 582-95. Commissioner to supervise local inspectors.

The Commissioner shall exercise general supervision over local investigators of fires and
fire prevention inspectors. Whenever the Commissioner has reason to liesietbe local
inspectors are not doing their duty, he or his deputy shall make special trips of inspection and
take proper steps to have all the provisions of the law relative to the investigation of fires and
the prevention of fire waste enforcd905 c. 506, s. 6; Rev., s. 4690; C.S., s. 6270; 1925, c.
89; 1969, c. 1063, s. 2.)

§ 582-100. Office of Commissioner a public office; records, etc., subject to inspection.

The office of the Commissioner shall be a public office and the records, repmks, éand
papers thereof on file therein shall be accessible to the inspection of the public, except that the
records compiled as a part of an investigation for the crime of arson, that of unlawful burning,
or of fraud, shall not be considered as publiords and may be made available to the public
only upon an order of court of competent jurisdiction. Provided that such records shall upon
request be made available to the district attorney of any district if the same concerns persons or
investigations in is district. (1899, c. 54, ss. 9, 77; Rev., s. 4683; 1907, c. 1000, s. 1; C.S,, s.
6271; 1945, c. 383; 1951, c. 781, s. 11; 1955, c. 456; 1973, c. 47, s. 2.)

§ 582-105. Confidentiality of medical and credentialing records.

(@  All patient medicakecords in the possession of the Department are confidential and
are not public records pursuant to G.S25800 or G.S. 132. As used in this section, "patient
medical records” includes personal information that relates to an individual's physicaltak me
condition, medical history, or medical treatment, and that has been obtained from the individual
patient, a health care provider, or from the patient's spouse, parent, or legal guardian.

(b) Under Part 4 of Article 50 of this Chapter, the Departmeay miisclose patient
medical records to an independent review organization, and the organization shall maintain the
confidentiality of those records as required by this section, except as allowed by -G%/58
and G.S. 589-76.
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(© Under Part 4 of Artie 50 of this Chapter, all information related to the
credentialing of medical professionals that is in the possession of the Commissioner is
confidential and is a public record neither under this section nor under Chapter 132 of the
General Statute$198 (Reg. Sess., 1990), c. 1021, s. 4; 1993 (Reg. Sess., 1994), c. 678, s. 3;
2001446, s. 5(a); 200287, s. 3.4.)

§ 582-110. Original documents and certified copies as evidence.

Every certificate, assignment, or conveyance executed by the Commissgiop@rsuance
of any authority conferred on him by law and sealed with his seal of office, may be used as
evidence and may be recorded in the proper recording offices, in the same manner and with like
effect as a deed regularly acknowledged or proved befomficer authorized by law to take
the probate of deeds; and all copies of papers in the office of the Commissioner, certified by
him and authenticated by his official seal, shall be evidence as the or{gB2®, c. 54, s. 11;
Rev., s. 4684; C.S., 6272.)

§ 582-115. Admissibility of certificate as evidence of agent's authority.

In any case or controversy arising in any court of original jurisdiction within this State
wherein it is necessary to establish the question as to whether any insurant®eror
corporation or agent thereof is or has been licensed by the Department to do business in this
State, the certificate of the Commissioner under the seal of his office shall be admissible in
evidence as proof of such corporation or agent's authaityoaferred by the Department.
(1929, c. 289, s. 1; 1991, c. 720, ss. 4, 5.)

§ 582-120. Reports of Commissioner to the Governor and General Assembly.

The Commissioner shall, from time to time, report to the Governor and the General
Assembly any changer @hanges that in the Commissioner's opinion should be made in the
laws relating to insurance and other subjects pertaining to the Departh89%, c. 54, ss. 6, 7,

10; 1901, c. 391, s. 2; Rev., ss. 4687, 4688; 1911, c. 211, s. 2; C.S., s. 6273; 292,/5.C5;
1945, c. 383; 199219, s. 8.)

§ 582-125. Authority over all insurance companies; no exemptions from license.

Every insurance company must be licensed and supervised by the Commissioner, and must
pay all licenses, taxes, and fees as presdrib the insurance laws of the State for the class of
company, association, or order to which it belongs. No provision in any statute, public or
private, may relieve any company, association, or order from the supervision prescribed for the
class of compaies, associations, or orders of like character, or release it from the payment of
the licenses, taxes, and fees prescribed for companies, associations, and orders of the same
class; and all such special provisions or exemptions are hereby repealeohldivgil for the
Commissioner to grant or issue a license to any company, association, or order, or agent for
them, claiming such exemption from supervision by his Department and release for the
payment of license, fees, and tax@®€03, c. 594, ss. 1, 3; Rev,, s. 4691; C.S., s. 6274; 1945,

c. 383; 1991, c. 720, s. 4.)

§ 582-128. Interagency consultation.

€)) Purpose.i It is the stated intention of the Congress in P.L.-108, the
GrammLeachBliley Act, that the Board of Governors of the Federak&ve System, as the
umbrella supervisor for financial holding companies, and the Commissioner, as the functional
regulator of persons engaged in insurance activities, coordinate efforts to supervise persons that
control both a depository institution ardperson engaged in insurance activities regulated
under State law. In particular, Congress believes that the Board and the Commissioner should
share, on a confidential basis, information relevant to the supervision of persons that control
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both a depositgrinstitution and a person engaged in insurance activities, including information
regarding the financial health of the consolidated organization and information regarding
transactions and relationships between persons engaged in insurance activitifgieiad a
depository institutions. The purpose of this section is to encourage this coordination and
confidential sharing of information and to thereby improve both the efficiency and the quality
of the supervision of financial holding companies and thi#iilated depository institutions and
persons engaged in insurance activities.

(b) Commissioner's Authorityi Upon the request of the Board or the appropriate
federal banking agency, the North Carolina Secretary of State, or the North Carolina
Commissioer of Banks, the Commissioner may provide any examination or other reports,
records, or other information to which the Commissioner has access with respect to a person
that:

(2) Is engaged in insurance activities and regulated by the Commissioner.
(2) Is an affiliate of a depository institution or financial holding company.

Upon the request of the Board or the appropriate federal banking agency, the North
Carolina Secretary of State, or the North Carolina Commissioner of Banks, the Commissioner
may provideany examination or other reports, records, or other information to which the
Commissioner has access with respect to any insurance producer.

(c) Privilege. 7 The provision of information or material under this section by the
Commissioner does not constéua waiver of, or otherwise affect, any privilege to which the
information or material is otherwise subject.

(d) Definitions.i As used in this section, the terms:

(1) "Appropriate federal banking agency" and "depository institution" have the
same meaningas in section 3 of the Federal Deposit Insurance Act, 12

U.S.C. § 1813.

(2) "Board" and "financial holding company" have the same meanings as in
section 2 of the Bank Holding Company Act of 1956, 12 U.S.C. § 1841, et
seq.

(3) "Insurance producer” or "praoder" means a person required to be licensed

under this Article to sell, solicit, or negotiate insurance. "Insurance
producer” or "producer” includes an agent, a broker, and a limited
representativg2001215, s. 1.)

§ 582-130: Repealed by Session Lawi®991, c. 681, s. 3.

8§ 582-131. Examinations to be made; authority, scope, scheduling, and conduct of
examinations.
(@) This section and G.S. 58132 through G.S. 58-134 shall be known and may be
cited as the Examination Law. The purpose of the Exafticin Law is to provide an effective
and efficient system for examining the activities, operations, financial condition, and affairs of
all persons transacting the business of insurance in this State and all persons otherwise subject
to the Commissionerjsirisdiction; and to enable the Commissioner to use a flexible system of
examinations that directs resources that are appropriate and necessary for the administration of
the insurance statutes and rules of this State.
(b)  As used in this section and G&8-2-132 through G.S. 58-134, unless the context
clearly indicates otherwise:
(1) "Commissioner" includes an authorized representative or designee of the
Commissioner.
(2) "Examination” means an examination conducted under the Examination
Law.
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(3) "Examiner" means any person authorized by the Commissioner to conduct
an examination.

(4) "Insurance regulator" means the official or agency of another jurisdiction
that is responsible for the regulation of a foreign or alien insurer.

(5) "Person” includes a tstior any affiliate of a person.

(c) Before licensing any person to write insurance in this State, the Commissioner shall
be satisfied, by such examination and evidence as the Commissioner decides to make and
require, that the person is otherwise duly dieal under the laws of this State to transact
business in this State.

(d) The Commissioner may conduct an examination of any entity whenever the
Commissioner deems it to be prudent for the protection of policyholders or the public, but shall
at a minimumconduct a financial examination of every domestic insurer not less frequently
than once every five years. In scheduling and determining the nature, scope, and frequency of
examinations, the Commissioner shall consider such matters as the results ofalfinanci
statement analyses and ratios, changes in management or ownership, actuarial opinions, reports
of independent certified public accountants, and other criteria as set forth in the NAIC
Examiners' Handbook.

(e) To complete an examination of any entitye ttommissioner may authorize an
examination or investigation of any person, or the business of any person, insofar as the
examination or investigation is necessary or material to the entity under examination.

() Instead of examining any foreign or aliensurer licensed in this State, the
Commissioner may accept an examination report on that insurer prepared by the insurer's
domiciliary insurance regulator. In making a determination to accept the domiciliary insurance
regulator's report, the Commissioneaynconsider whether (i) the insurance regulator was at
the time of the examination accredited under NAIC Financial Regulation Standards and
Accreditation Program, or (ii) the examination is performed under the supervision of an
NAIC-accredited insurancegelator or with the participation of one or more examiners who
are employed by the regulator and who, after a review of the examination work papers and
report, state under oath that the examination was performed in a manner consistent with the
standards ahprocedures required by the regulator.

(9) If it appears that the insurer is of good financial and business standing and is
solvent, and it is certified in writing and attested by the seal, if any, of the insurer's insurance
regulator that it has been ewmed by the regulator in the manner prescribed by its laws, and
was by the examination found to be in sound condition, that there is no reason to doubt its
solvency, and that it is still permitted under the laws of such jurisdiction to do business, therein
then, in the Commissioner's discretion, further examination may be dispensed with, and the
obtained information and the furnished certificate may be accepted as sufficient evidence of the
solvency of the insurer.

(h)  Upon determining that an examinatisimould be conducted, the Commissioner shall
issue a notice of examination appointing one or more examiners to perform the examination
and instructing them about the scope of the examination. In conducting the examination, an
examiner shall observe the gelthes and procedures in the NAIC Examiners' Handbook. The
Commissioner may also use such other guidelines or procedures as the Commissioner deems to
be appropriate.

0] Every person from whom information is sought and its officers, directors, and
agents rast provide to the Commissioner timely, convenient, and free access, at all reasonable
hours at its offices, to all data relating to the property, assets, business, and affairs of the entity
being examined. The officers, directors, employees, and agethts ehtity must facilitate and
aid in the examination. The refusal of any entity, by its officers, directors, employees, or
agents, to submit to examination or to comply with any reasonable written request of the
Commissioner or to knowingly or willfullynake any false statement in regard to the
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examination or written request, is grounds for revocation, suspension, refusal, or nonrenewal of
any license or authority held by the entity to engage in an insurance or other business subject to
the Commissionerjsirisdiction.

()] The Commissioner may issue subpoenas, administer oaths, and examine under oath
any person about any matter pertinent to the examination. Upon the failure or refusal of any
person to obey a subpoena, the Commissioner may petition theidBupeurt of Wake
County, and upon proper showing the Court may enter any order compelling the witness to
appear and testify or produce documentary evidence. Failure to obey the Court order is
punishable as contempt of court.

(K) When making an examinatipthe Commissioner may retain attorneys, appraisers,
independent actuaries, independent certified public accountants, or other professionals and
specialists as examiners. In the case of an examination of an insurer, the insurer shall bear the
cost of retaing those persons.

() Pending, during, and after the examination of any entity, the Commissioner shall not
make public the financial statement, findings, or examination report, or any report affecting the
status or standing of the entity examined, uthtéd entity examined has either accepted and
approved the final examination report or has been given a reasonable opportunity to be heard
on the report and to answer or rebut any statements or findings in the report. The hearing, if
requested, shall be mfmal and private.

(m)  Nothing in the Examination Law limits the Commissioner's authority to terminate or
suspend any examination in order to pursue other legal or regulatory action under the laws and
rules of this State and to use any final or prelimin@xgmination report, any examiner or
insurer work papers or other documents, or any other information discovered or developed
during any examination in the furtherance of any legal or regulatory action that the
Commissioner may consider to be approprigtedings of fact and conclusions made pursuant
to any examination are prima facie evidence in any legal or regulator 4489&4, c. 681, s. 2;

1995, c. 360, s. 2(c); c. 517, s. 1; 199, s. 26B(b), (c), (f); 200180, ss. 1, 2, 3; 200244,
S. 6; 20@-187, ss. 2.1, 2.2; 206384, s. 22.2; 200424, s. 21.1))

§ 582-132. Examination reports.

(@  All examination reports shall comprise only facts appearing upon the books,
records, or other documents of the entity, its agents or other persons exaamirgsl,
ascertained from the testimony of its officers or agents or other persons examined concerning
its affairs, and conclusions and recommendations that the examiners find reasonably warranted
from the facts.

(b) No later than 60 days following completiof an examination, the examiners shall
file with the Department a verified written examination report under oath. Upon receipt of the
verified report, the Department shall send the report to the entity examined, together with a
notice that affords the dtyt examined a reasonable opportunity of not more than 30 days to
make a written submission or rebuttal with respect to any matters contained in the examination
report. Within 30 days after the date of the examination report, the entity examined shall file
affidavits executed by each of its directors stating under oath that they have received and read a
copy of the report.

(© At the end of the 30 days provided for the receipt of written submissions or
rebuttals, the Commissioner shall fully consider arndeme the report, together with any
written submissions or rebuttals and any relevant parts of the examiners' work papers and enter
an order:

(1) Adopting the examination report as filed or with modifications or
corrections. If the examination repasveals that the entity examined is
operating in violation of any law, rule, or prior order of the Commissioner,
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the Commissioner may order the entity examined to take any action the
Commissioner considers necessary and appropriate to cure the violation; o

(2) Rejecting the examination report with directions to the examiners to reopen
the examination to obtain additional data, documentation of the information,
and refiling under subdivision (1) of this subsection; or

3) Calling for an investigatory heagnwith no less than 20 days' notice to the
insurer for purposes of obtaining additional documentation, data, and
testimony.

(d)  All orders entered under subdivision (c)(1) of this section shall be accompanied by
findings and conclusions resulting from t@®@mmissioner's consideration and review of the
examination report, relevant examiner work papers, and any written submissions or rebuttals.
Any such order shall be considered a final administration decision and shall be served upon the
entity examined by ertified mail. Any hearing conducted under subdivision (c)(3) of this
section shall be conducted as a nonadversarial confidential investigatory proceeding as
necessary for the resolution of any inconsistencies, discrepancies, or disputed issues apparent
on the face of the filed examination report or raised by or as a result of the Commissioner's
review of relevant work papers or by the written submission or rebuttal of the entity examined.
Within 20 days after the conclusion of any such hearing, the Comomessshall enter an order
under subdivision (c)(1) of this section. The Commissioner may not appoint a member of the
Department's examination staff as an authorized representative to conduct the hearing. The
hearing shall proceed expeditiously with disegv by the entity examined limited to the
examiner's work papers that tend to substantiate any assertions set forth in any written
submission or rebuttal. The Commissioner may issue subpoenas for the attendance of any
witnesses or the production of any dotents the Commissioner considers to be relevant to the
investigation, whether they are under the control of the Department, the entity examined, or
other persons. The documents produced shall be included in the record, and testimony taken by
the Commissiner shall be under oath and preserved for the record. Nothing in this section
requires the Department to disclose any information or records that would show the existence
or content of any investigation or activity of any federal or state criminal jusgieercy. In the
hearing, the Commissioner shall question the persons subpoenaed. Thereafter the entity
examined and the Department may present testimony relevant to the investigation.
Crossexamination shall be conducted only by the Commissioner. The er#tyined and the
Department may make closing statements and may be represented by counsel of their choice.

(e) Upon completion of the examination report under subdivision (c)(1) of this section,
the Commissioner shall hold the content of the examinaéipart as private and confidential
information for the 3@ay period provided for written submissions or rebuttals. If after 30 days
after the examination report has been submitted to it, the entity examined has neither notified
the Commissioner of its aga&&ance and approval of the report nor requested to be heard on the
report, the report shall then be filed as a public document and shall be open to public
inspection, as long as no court of competent jurisdiction has stayed its publication. Nothing in
the Examination Law prohibits the Commissioner from disclosing the content of the
examination report, preliminary examination report or results, or any related matter, to an
insurance regulator or to law enforcement officials of this or any other state drycouaof the
United States government at any time, as long as the person or agency receiving the report or
related matters agrees in writing and is authorized by law to hold it confidential and in a
manner consistent with this section. If the Commissiatetermines that further regulatory
action is appropriate as a result of any examination, the Commissioner may initiate such
proceedings or actions as provided by law.

() All working papers, information, documents, and copies thereof produced by,
obtainedby, or disclosed to the Commissioner or any other person in connection with an
examination, market analysis, market conduct action, or financial analysis shall be given
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confidential treatment, are not subject to subpoena, and shall not be made pultie by t
Commissioner or any other person. The Commissioner may use the documents, materials, or
other information in the furtherance of any regulatory or legal action brought as part of the
Commissioner's official duties.

(9) In order to assist in the perfornre@n of the Commissioner's duties, the
Commissioner may:

(2) Share documents, materials, or other information, including the confidential
and privileged documents, materials, or information subject to subsection (f)
of this section, with other state, federand international regulatory
agencies, with the NAIC, and with state, federal, and international law
enforcement authorities, provided that the recipient agrees to maintain the
confidentiality and privileged status of the document, material,
communicatia, or other information.

(2) Receive documents, materials, communications, or information, including
otherwise confidential and privileged documents, materials, or information,
from the NAIC, and from regulatory and law enforcement officials of other
foreign or domestic jurisdictions, and shall maintain as confidential or
privileged any document, material, or information received with notice or
the understanding that it is confidential or privileged under the laws of the
jurisdiction that is the source dfé document, material, or information.

3) Enter into agreements governing sharing and use of information consistent
with this section.

(h)  No waiver of an existing privilege or claim of confidentiality in the documents,
materials, or information shall agcas a result of disclosure to the Commissioner under this
section or as a result of sharing as authorized in subsection (g) of this section.

0) A privilege established under the law of any state or jurisdiction that is substantially
similar to the priviege established under this section shall be available and enforced in any
proceeding in, and in any court of, this State.

(), In this section, "department,” "insurance regulator,” "law enforcement official or
authority," "NAIC," and "regulatory official magency" include employees, agents, consultants,
and contractors of those entiti€$991, c. 681, s. 2; 2001130, s. 4; 200206, s. 2.)

§ 582-133. Conflict of interest; cost of examinations; immunity from liability.

(@) No person may be appointed @s examiner by the Commissioner if that person,
either directly or indirectly, has a conflict of interest or is affiliated with the management of or
owns a pecuniary interest in any person subject to examination. This section does not preclude
an examinefrom being:

(1) A policyholder or claimant under an insurance policy;

(2) A grantor of a mortgage or similar instrument on the examiner's residence to
an insurer if done under customary terms and in the ordinary course of
business;

(3) An investment ownerin shares of regulated diversified investment
companies; or

(4) A settler or beneficiary of a blind trust into which any otherwise
nonpermissible holdings have been placed.

(b) Notwithstanding the requirements of G.S-5&31, the Commissioner may retain
from time to time, on an individual basis, qualified actuaries, certified public accountants, or
other similar individuals who are independently practicing their professions, even though they
may from time to time be similarly employed or retained by perssubject to examination
under the Examination Law. In the case of an examination of an insurer, the insurer shall bear
the cost of retaining those persons.
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(© The refusal of any insurer to submit to examination is grounds for the revocation,
suspensionor refusal of a license. The Commissioner may make public any such revocation,
suspension, or refusal of license and may give reasons for that action.

(d)  The provisions of G.S. 58160 apply to examinations conducted under the
Examination Law(1991, c.681, s. 2; 1995, c. 360, s. 2(d); 20D, s. 7; 200284, s. 22.2;
2004124, s.21.1)

§ 582-134. Cost of certain examinations.

(&  An insurer shall reimburse the State Treasurer for the actual expenses incurred by
the Department in any examinatiohtbose records or assets conducted under G-3-154,,
58-2-132, or 582-133 under any of the following circumstances:

(1) The insurer maintains part of its records or assets outside this State under
G.S. 587-50 or G.S. 5&-55 and the examination is tife records or assets
outside this State.

(2)  The insurer requests an examination of its records or assets.

(3) The Commissioner examines an insurer that is impaired or insolvent or is
unlikely to be able to meet obligations with respect to known oripatex
claims or to pay other obligations in the normal course of business.

(4) The examination involves analysis of the company's investment portfolio, a
material portion of which comprises a sophisticated derivatives program,
material holdings of collatalized mortgage obligations with high flux
scores, unusual real estate or limited partnership holdings, high or unusual
portfolio turnover, material asset movement between related parties, or
unusual securities lending activities.

(b)  The amount paid bynainsurer for an examination of records or assets under this
section shall not exceed one hundred thousand dollars ($100,000), unless the insurer and the
Commissioner agree on a higher amount. The State Treasurer shall deposit all funds received
under thissection in the Insurance Regulatory Fund established under G&2%8Funds
received under this section shall be used by the Department for offsetting the actual expenses
incurred by the Department for examinations under this sec{it®98212, s. 26Kd);
1999435, s. 7; 2002487, s. 2.3.)

§ 582-135: Repealed by Session Laws 1991, c. 681, s. 3.

§ 582-136. Insurer records sent to Department for examination; expenses.

(@ As used in this section, "records" means all data relating to the propsssts,
business, and affairs of the insurer being examined.

(b) In addition to the Commissioner's authority in G.S25B35 through G.S. 58-200
to compel the production of records, in lieu of sending examiners to the location of an insurer's
records & conduct an examination under the Examination Law, the Commissioner may require
the insurer to send copies of its records to the Department. The chief executive or financial
officer of the insurer shall certify under oath that the copies are true an@taccopies of the
insurer's records. The insurer being examined shall pay all expenses associated with the
examination. The insurer is not liable for the salaries and benefits of Department employees.
The refusal by an insurer to pay for expenses under ghbsection is grounds for the
suspension, revocation, or refusal of a license.

(c) If the Commissioner sends examiners to the location of an insurer's records to
conduct an examination under the Examination Law, the insurer shall pay for the travel and
subsistence expenses and other administrative expenses associated with the examination. The
insurer is not liable for the salaries and benefits of Department employees. The refusal by an
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insurer to pay for expenses under this subsection is grounds feugpension, revocation, or
refusal of a licens€2002144, s. 8; 200284, s. 22.2; 200424, s. 21.1.)

§ 582-140: Repealed by Session Laws 1991, c. 681, s. 3.
§ 582-145: Repealed by Session Laws 193862, s. 7.

§ 582-150. Oath required for canpliance with law.

Before issuing a license to any insurance company to transact the business of insurance in
this State, the Commissioner shall require, in every case, in addition to the other requirements
provided for by law, that the company file witlet Commissioner the affidavit of its president
or other chief officer that it accepts the terms and obligations of this Chapter as a part of the
consideration of the licensgl899, c. 54, s. 110; 1901, c. 391, s. 8; Rev,, s. 4693; C.S., s. 6276;
1991, ¢.720, s. 4; 200499, s. 20(a); 200315, s. 1; 200405, s. 1.1.)

§ 582-155. Investigation of charges.

Upon his own motion or upon complaint being filed by a citizen of this State that a
company authorized to do business in the State has violated any of the provisions of Articles 1
through 64 of this Chapter, the Commissioner shall investigate the maidernf aecessary,
examine, under oath, by himself or his accredited representatives the president and such other
officer or agents of such companies as may be deemed proper; also all books, records, and
papers of the same. In case the Commissioner shdllujpon substantial evidence that any
complaint against a company is justified, said company, in addition to such penalties as are
imposed for violation of any of the provisions of Articles 1 through 64 of this Chapter, shall be
liable for the expenses dlie investigation, and the Commissioner shall promptly present said
company with a statement of such expenses. If the company refuses or neglects to pay, the
Commissioner is authorized to bring a civil action for the collection of these exp&ri8#3. c.

54, s.111; 1903, c. 438, s. 11; Rev., s. 4694, C.S., s. 6277; 1921, c. 136, s. 4; 1925, c. 275, s. 6;
1945, c. 383.)

8§ 582-160. Reporting and investigation of insurance and reinsurance fraud and the
financial condition of licensees; immunity from liakility.

(&)  Asused in this section, "Commissioner" includes an employee, agent, or designee of
the Commissioner. A person, or an employee or agent of that person, acting without actual
malice, is not subject to civil liability for libel, slander, or artlier cause of action by virtue of
furnishing to the Commissioner under the requirements of law or at the direction of the
Commissioner reports or other information relating to (i) any known or suspected fraudulent
insurance or reinsurance claim, transagtmr act or (ii) the financial condition of any licensee.

In the absence of actual malice, members of the NAIC, their duly authorized committees,
subcommittees, task forces, delegates, and employees, and all other persons charged with the
responsibilityof collecting, reviewing, analyzing, or disseminating the information developed
from filings of financial statements or examinations of licensees are not subject to civil liability

for libel, slander, or any other cause of action by virtue of their calleateview, analysis, or
dissemination of the data and information collected from such filings or examinations.

(b)  The Commissioner, acting without actual malice, is not subject to civil liability for
libel or slander by virtue of an investigation ofdfy known or suspected fraudulent insurance
or reinsurance claim, transaction, or act or (ii) the financial condition of any licensee; or by
virtue of the publication or dissemination of any official report related to any such
investigation, which repoiis published or disseminated in the absence of fraud, bad faith, or
actual malice on the part of the Commissioner. The Commissioner is not subject to civil
liability in relation to the collecting, reviewing, analyzing, or dissemination of information that
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is developed by the NAIC from the filing of financial statements with the NAIC or from the
examination of insurers by the NAIC and that is communicated to the Commissioner, including
any investigation or publication or dissemination of any report or afi@mmation in relation
thereto, which report is published or disseminated in the absence of fraud, bad faith,
negligence, or actual malice on the part of the Commissioner.

(c) During the course of an investigation of (i) a known or suspected fraudulent
insurance or reinsurance claim, transaction, or act or (ii) the financial condition of any licensee,
the Commissioner may request any person to furnish copies of any infornetitiverto the
(i) known or suspected claim, transaction, or act or (ii) financial condition of the licensee. The
person shall release the information requested and cooperate with the Commissioner pursuant
to this section(1985 (Reg. Sess., 1986), c. 30%. 3; 1987, c. 864, s. 43; 1987 (Reg. Sess.,
1988), c. 975, s. 3; 1989 (Reg. Sess., 1990), c. 1054, s. 1))

§ 582-161. False statement to procure or deny benefit of insurance policy or certificate.
€) For the purposes of this section:

(1)  "Insurer" tas the same meaning as in G.S1883) and also includes:

a. Any hull insurance and protection and indemnity club operating
under Article 20 of this Chapter.

b. Any surplus lines insurer operating under Article 21 of this Chapter.

C. Any risk retention goup or purchasing group operating under Article
22 of this Chapter.

d. Any local government risk pool operating under Article 23 of this
Chapter.

e. Any risk-sharing plan operating under Article 42 of this Chapter.

f. The North Carolina Insurance Underirg Association operating
under Article 45 of this Chapter.

g. The North Carolina Joint Insurance Underwriting Association
operating under Article 46 of this Chapter.

h. The North Carolina Insurance Guaranty Association operating under

Article 48 of thisChapter.
I. Any multiple employer welfare arrangement operating under Article
49 of this Chapter.

J. The North Carolina Life and Health Insurance Guaranty Association
operating under Article 62 of this Chapter.
k. Any service corporation operating undetigle 65 of this Chapter.

l. Any health maintenance organization operating under Article 67 of
this Chapter.

m. The State Health Plan for Teachers and State Employees and any
optional plans or programs operating under Part 2 of Article 3 of
Chapter 135 othe General Statutes.

n. A group of employers selhsuring their workers' compensation
liabilities under Article 47 of this Chapter.

0. An employer selinsuring its workers' compensation liabilities under
Article 5 of Chapter 97 of the General Statutes.

p. The North Carolina Selinsurance Security Association under
Article 4 of Chapter 97 of the General Statutes.

g. Any reinsurer licensed or accredited under this Chapter.

(2) "Statement” includes any application, notice, statement, proof of loss, bill of
lading, receipt for payment, invoice, account, estimate of property damages,
bill for services, diagnosis, prescription, hospital or doctor records, X rays,
test result, or other evidence of loss, injury, or expense.
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(b)  Any person who, with the intent tomjure, defraud, or deceive an insurer or
insurance claimant:

Q) Presents or causes to be presented a written or oral statement, including
computergenerated documents as part of, in support of, or in opposition to,
a claim for payment or other benefiurguant to an insurance policy,
knowing that the statement contains false or misleading information
concerning any fact or matter material to the claim, or

(2)  Assists, abets, solicits, or conspires with another person to prepare or make
any written or orbstatement that is intended to be presented to an insurer or
insurance claimant in connection with, in support of, or in opposition to, a
claim for payment or other benefit pursuant to an insurance policy, knowing
that the statement contains false or gasling information concerning a fact
or matter material to the claim is guilty of a Class H felony. Each claim shall
be considered a separate count. Upon conviction, if the court imposes
probation, the court may order the defendant to pay restitutioc@sdéion
of probation. In determination of the amount of restitution pursuant to G.S.
15A-1343(d), the reasonable costs and attorneys' fees incurred by the victim
in the investigation of, and efforts to recover damages arising from, the
claim, may be corndered part of the damage caused by the defendant arising
out of the offense.

In a civil cause of action for recovery based upon a claim for which a defendant has been
convicted under this section, the conviction may be entered into evidence against the defendant.
The court may award the prevailing party compensatory damages eg#fofees, costs, and
reasonable investigative costs. If the prevailing party can demonstrate that the defendant has
engaged in a pattern of violations of this section, the court may award treble dafh@@@sc.

54, s. 60; Rev., s. 3487; 1913, c. 82&.C.S., s. 4369; 1937, c. 248; 1967, c. 1088, s. 1; 1979,
c. 760, s. 5; 1989 (Reg. Sess., 1990), c. 1054, s. 2; 1995, c. 43, s.-2929893; 200800, s.
17; 2007298, s. 8.1; 200823, s. 28.22A(0); 200345, s. 12.)

§ 582-162. Embezzlement bynsurance agents, brokers, or administrators.

If any insurance agent, broker, or administrator embezzles or fraudulently converts to his
own use, or, with intent to use or embezzle, takes, secretes, or otherwise disposes of, or
fraudulently withholds, apppriates, lends, invests, or otherwise uses or applies any money,
negotiable instrument, or other consideration received by him in his performance as an agent,
broker, or administrator, he shall be guilty of a felony. If the value of the money, negotiabl
instrument, or other consideration is one hundred thousand dollars ($100,000) or more,
violation of this section is a Class C felony. If the value of the money, negotiable instrument, or
other consideration is less than one hundred thousand dollars,q@@QO0violation of this
section is a Class H felong1889, c. 54, s. 103; Rev., s. 3489; 1911, c. 196, s. 8; C.S., s. 4274;
1989 (Reg. Sess., 1990), c. 1054, s. 2; 1893, s. 19.25(n).)

§ 582-163. Report to Commissioner.

Whenever any insurance conmyaor employee or representative of such company, or any
other person licensed or registered under Articles 1 through 67 of this Chapter knows or has
reasonable cause to believe that any other person has violated @9.658582-162,
58-2-164, 582-180, 588-1, 5824-180(e), or whenever any insurance company, or employee
or representative of such company, or any other person licensed or registered under Articles 1
through 67 of this Chapter knows or has reasonable cause to believe that any erdiy ligen
the Commissioner is financially impaired, it is the duty of such person, upon acquiring such
knowledge, to notify the Commissioner and provide the Commissioner with a complete
statement of all of the relevant facts and circumstances. Such repart pisvileged
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communication, and when made without actual malice does not subject the person making the
same to any liability whatsoever. The Commissioner may suspend, revoke, or refuse to renew
the license of any licensee who willfully fails to comply wikis section(1945, c. 382; 1987,

C. 752, s. 2; 1989 (Reg. Sess., 1990), c. 1054, s. 2:/M4RB'A. 4.)

8§ 582-164. Rate evasion fraud; prevention programs.

(&  The following definitions apply in this section:

(1) "Applicant" means one or more pers@mplying for the issuance or renewal
of an auto insurance policy.

(2)  "Auto insurance" means nonfleet private passenger motor vehicle insurance.

3) "Eligible applicant” means a person who is an eligible risk under G.S.
58-37-1(4a).

(4)  "Insurer" means amember of the North Carolina Rate Bureau that is
licensed to write and is writing auto insurance in this State.

(5)  "Nonfleet" means a motor vehicle as defined in G.4®80(2).

(6)  "Private passenger motor vehicle" means a motor vehicle as define8.in G
5840-10(1).

(b) It shall be a Class 3 misdemeanor for any person who, with the intent to deceive an
insurer, does any of the following:

(2) Present or cause to be presented a written or oral statement in support of an
application for auto insurance éor vehicle registration pursuant to G.S
20-52(a)(4) and (a)(5), knowing that the application contains false or
misleading information that states the applicant is an eligible risk when the
applicant is not an eligible risk.

(2)  Assist, abet, solicit, oconspire with another person to prepare or make any
written or oral statement that is intended to be presented to an insurer in
connection with or in support of an application for auto insurance or for
vehicle registration pursuant to G.S.-28%a)(4) and(a)(5), if the person
knows that the statement contains false or misleading information that states
the applicant is an eligible risk when the applicant is not an eligible risk.

In addition to any other penalties authorized by law, a violation of thisests may be
punishable by a fine of not more than one thousand dollars ($1,000) for each violation.

(c) The insurer and its agent shall also take reasonable steps to verify that the
information provided by an applicant regarding the applicant's addrdsha place the motor
vehicle is garaged is correct. The insurer may take its own reasonable steps to verify residency
or eligible risk status or may rely upon the agent verification of residency or eligible risk status
to meet the insurer's verificatiabligations under this section. The agent shall retain copies of
any items obtained under this section as required under the record retention rules adopted by
the Commissioner and in accordance with G.S:2885. The agent may satisfy the
requirements othis section by obtaining reliable proof of North Carolina residency from the
applicant or the applicant's status as an eligible risk. Reliable proof of residency or eligible risk
includes but is not limited to:

(1) A pay stub with the payee's address.

(2) A utility bill showing the address of the applicgayor.

(3) A lease for an apartment, house, modular unit, or manufactured home with a
North Carolina address signed by the applicant.

(4)  Areceipt for personal property taxes paid.

(5)  Areceipt forreal property taxes paid to a North Carolina locality.

(6) A monthly or quarterly financial statement from a North Carolina regulated
financial institution.

(7) A valid unexpired North Carolina driver's license.
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(8) A matricula consular or substantiallynslar document issued by the
Mexican Consulate for North Carolina.

(9) A document similar to that described in subdivision (8) of this section,
issued by the consulate or embassy of another country that would be
accepted by the North Carolina Division ofoMr Vehicles as set forth in
G.S. 207(b4)(9).

(10) A valid North Carolina vehicle registration.

(11) A valid military ID.

(12) A valid student ID for a North Carolina school or university.

(d) In the absence of actual malice, neither an insurer, theraet representative of
the insurer, a producer, the Commissioner, an organization of which the Commissioner is a
member, the North Carolina Reinsurance Facility, nor the respective employees and agents of
such persons acting on behalf of such persontisthaubject to civil liability as a result of any
statement or information provided or action taken pursuant to this section.

(e) In any action brought against a person that may have immunity under subsection (d)
of this section for making any statememquired by this section or for providing any
information relating to any statement that may be requested by the Commissioner, the party
bringing the action shall plead specifically in any allegation that subsection (d) of this section
does not apply becaa the person making the statement or providing the information did so
with actual malice. Subsections (d) and (e) of this section do not abrogate or modify any
existing statutory or common law privileges or immunities.

() Every insurer shall maintain safuards within its auto insurance business at the
point of sale, renewal, and claim to identify misrepresentations by applicants regarding their
addresses and the places their motor vehicles are garaged. Identified misrepresentations are
subject to the ragrements of Article 2 of this Chapter.

(9) If an applicant provides false and misleading information as to the applicant's or any
named insured's status as an eligible applicant and that fraudulent information makes the
applicant or any named insured agp® be an eligible applicant when that person is in fact not
an eligible applicant, the insurer may do any or all of the following:

(1) Refuse to issue a policy.

(2)  Cancel or refuse to renew a policy that has been issued.

3) Deny coverage for any claiarising out of bodily injury or property damage
suffered by the applicant. This subdivision does not apply to innocent third
parties.

(h) In a civil cause of action for recovery based upon a claim for which a defendant has
been convicted under this sectjahe conviction may be entered into evidence against the
defendant and shall establish the liability of the defendant as a matter of law for such damages,
fees, or costs as may be proven. The court may award the prevailing party compensatory
damages inciding but not limited to any costs, losses, expenses, and attorneys' fees incurred in
connection with any false statement of eligible risk status made in an application for insurance
or incurred in connection with any claim submitted under a policy oldt@se result of a false
statement of status as an eligible risk, attorneys' fees, costs, and reasonable investigative costs.
If the prevailing party can demonstrate that the defendant has engaged in a pattern of violations
of this section, the court mayard treble damage&007443, s. 3.)

8§ 582-165. Annual, semiannual, monthly, or quarterly statements to be filed with
Commissioner.

(@) Except as provided in subsection (al) of this section, every insurance company shall
file in the Commissioner's offe, on or before March 1 of each year, a statement showing the
business standing and financial condition of the company, association, or order on the
preceding December 31, signed and sworn to by the chief managing agent or officer thereof,
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before the Commissioner or some officer authorized by law to administer oaths. Provided, the
Commissioner may, for good and sufficient cause shown by an applicant company, extend the
filing date of the company's annual statement, for a reasonable period of timeexceed 30

days. In addition, except as provided in subsection (al) of this section, the Commissioner may
require any insurance company, association, or order to file its statement semiannually,
guarterly, or monthly.

(al) A town or county mutual, organizeshder G.S. 5&-75(5)d., is required to file only
an annual statement or an audited financial statement that was prepared by a certified public
accountant if for the preceding year it had a direct written premium of less than one hundred
fifty thousand dbiars ($150,000) and fewer than 400 policyholders. The Commissioner shall
not require those mutuals to file statements semiannually, quarterly, or monthly.

(b)  The Commissioner may require statements under this section, G2SL7&B and
G.S. 582-190 tobe filed in a format that can be read by electronic data processing equipment,
provided that this subsection does not apply to an audited financial statement prepared by a
certified public accountant that is submitted by a town or county mutual pursisutisiection
(al) of this section.

(c) Except as provided herein, all statements filed under this section must be prepared
in accordance with the appropriate NAIC Annual Statement Instructions Handbook and
pursuant to the NAIC Accounting Practices and Ritaoes Manual and on the NAIC Model
Financial Statement Blank, unless further modified by the Commissioner as the Commissioner
considers to be appropriate. This subsection does not apply to statements filed by a town or
county mutual organized under G.S.-B&5(5)d. if for the preceding year it had a direct
written premium of less than one hundred fifty thousand dollars ($150,000) and fewer than 400
policyholders (1899, c. 54, ss. 72, 73, 83, 90, 97; 1901, c. 706, s. 2; 1903, c. 438, s. 9; Rev,, s.
4698; CS., s. 6280; 1945, c. 383; 1957, c. 407; 1985, c. 666, ss. 50, 51; 1985 (Reg. Sess.,
1986), ¢. 1013, s. 11; 1991, c. 681, s. 7; 1993, c. 504, s. 1:21998. 22; 199992, s. 1.)

§ 582-170. Annual statements by professional liability insurers; medal malpractice
claim reports.

@) In addition to the financial statements required by G.S2-285, every insurer,
selfinsurer, and risk retention group that provides professional liability insurance in the State
shall file with the Commissioner, on oefore the first day of February in each year, in form
and detail as the Commissioner prescribes, a statement showing the items set forth in
subsection (b) of this section, as of the preceding 31st day of December. The annual statement
shall not be reporteor disclosed to the public in a manner or format which identifies or could
reasonably be used to identify any individual health care provider or medical center. The
statement shall be signed and sworn to by the chief managing agent or officer otitege ins
self-insurer, or risk retention group, before the Commissioner or some officer authorized by
law to administer oaths. The Commissioner shall, in December of each year, furnish to each
such person that provides professional liability insurance inStage forms for the annual
statements. The Commissioner may, for good cause, authorize an extension of the report due
date upon written application of any person required to file. An extension is not valid unless
the Commissioner's authorization is imiting and signed by the Commissioner or one of his
deputies.

(b)  The statement required by subsection (a) of this section shall contain:

(2) Number of claims pending at beginning of year;

(2) Number of claims pending at end of year;

(3) Number of claimgaid;

4) Number of claims closed no payment;

5) Number and amounts of claims in court in which judgment paid:
a. Highest amount
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b. Lowest amount
C. Average amount
d. Median amount;
(6) Number and amounts of claims out of court in which settlement paid:
a Highest amount
b. Lowest amount
C. Average amount
d. Median amount;
(7)  Average amount per claim set up in reserve;
(8)  Total premium collection;
(9)  Total expenses less reserve expenses; and
(10) Total reserve expenses.

(c) Every insurer, selinsurer, and risk retention group that provides professional
liability insurance to health care providers in this State shall file, within 90 days following the
request of the Commissioner, a report containing information for the purpose of allowing the
Commissione to analyze claims. The report shall be in the form prescribed by the
Commissioner. The form prescribed by the Commissioner shall be a form that permits the
public inspection, examination, or copying of any information contained in the report:
Provided however, that any data or other characteristics that identify or could be used to
identify the names or addresses of the claimants or the names or addresses of the individual
health care provider or medical center against whom the claims are or havasbesgad or
any data that could be used to identify the dollar amounts involved in such claims shall be
treated as privileged information and shall not be made available to the public. The
Commissioner shall analyze these reports and shall file statiatid other summaries based
on these reports with the General Assembly as soon as practicable after receipt of the reports.
The Commissioner shall assess a penalty against any person that willfully fails to file a report
required by this subsection. Supenalty shall be one thousand dollars ($1,000) for each day
after the due date of the report that the person willfully fails to file: Provided, however, the
penalty for an individual who self insures shall be two hundred dollars ($200.00) for each day
after the due date of the report that the person willfully fails to file: Provided, however, that
upon the failure of a person to file the report as required by this subsection, the Commissioner
shall send by certified mail, return receipt requested, iaeti that person informing him that
he has 10 business days after receipt of the notice to either request an extension of time or file
the report. The Commissioner may, for good cause, authorize an extension of the report due
date upon written applicatn of any person required to file. An extension is not valid unless
the Commissioner's authorization is in writing and signed by the Commissioner or one of his
deputies.

(d) Every person that selfisures against professional liability in this State shall
provide the Commissioner with written notice of such -setirance, which notice shall
include the name and address of the persorirsifing. This notice shall be filed with the
Commissioner each year for the purpose of apprising the Commissiotteg atimber and
locations of persons that saétfsure against professional liabilifd 975, 2nd Sess., c. 977, s. 6;
1985, c. 666, s. 53; 1987, c. 343.)

§ 582-171. Qualifications of actuaries.

The Commissioner may adopt rules setting forth requisitdifigaions of consulting
actuaries for the sole purpose of qualifying them to certify financial statements filed and rate
filings made by entities under this Chapter as to the actuarial validity of those filings. The
gualifications shall be commensuratéhwthe degree of complexity of the actuarial principles
applicable to the various statements filed or rate filings made. Nothing in this section affects the
scope of practice or the professional qualifications of actudti®ss, c. 517, s. 2.)
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§ 582-175: Repealed by Session Laws 1993, c. 452, s. 65.

§ 582-180. Punishment for making false statement.

If any person in any financial or other statement required by this Chapter willfully misstates
information, that person making oath to or subscribimg $tatement is guilty of a Class |
felony; and the entity on whose behalf the person made the oath or subscribed the statement is
subject to a fine imposed by the court of not less than two thousand dollars ($2,000) nor more
than ten thousand dollars ($000). (1899, c. 54, s. 97; Rev., s. 3493; C.S., s. 6281; 1985, c.
666, s. 13; 1989 (Reg. Sess., 1990), c. 1054, s. 5; 1993 (Reg. Sess., 1994), c. 767, s. 23.)

§ 582-185. Record of business kept by companies and agents; Commissioner may
inspect.

All companies, agents, or brokers doing any kind of insurance business in this State must
make and keep a full and correct record of the business done by them, showing the number,
date, term, amount insured, premiums, and the persons to whom issuedryopaioy or
certificate or renewal. Information from these records must be furnished to the Commissioner
on demand, and the original books of records shall be open to the inspection of the
Commissioner when demandgdi899, c. 54, s. 108; 1903, c. 4381%; Rev., s. 4696; C.S., s.

6284; 1945, c. 383; 1991, c. 720, s. 4.)

§ 582-190. Commissioner may require special reports.

The Commissioner may also address to any authorized insurer, statistical organization, joint
underwriting or joint reinsurance agization, or the North Carolina Rate Bureau or Motor
Vehicle Reinsurance Facility, or its officers any inquiry in relation to its transactions or
condition or any matter connected therewith. Every corporation or person so addressed shall
reply in writing to the inquiry promptly and truthfully, and the reply shall be verified, if
required by the Commissioner, by such individual, or by such officer or officers of a
corporation, as he shall designa@945, c. 383; 1985 (Reg. Sess., 1986), c. 1027, s. 8;
2006-210, s. 1))

§ 582-195. Commissioner may require records, reports, etc., for agencies, agents and
others.

(@) The Commissioner is empowered to make and promulgate reasonable rules and
regulations governing the recording and reporting of insurance dassitransactions by
insurance agencies, agents, brokers and producers of record, any of which agencies, agents,
brokers or producers of record are licensed in this State or are transacting insurance business in
this State to the end that such records ambnts will accurately and separately reflect the
insurance business transactions of such agency, agent, broker or producer of record in this
State. Information from records required to be kept pursuant to the provisions of this section
must be furnisheche Commissioner on demand and the original records required to be kept
pursuant to the provisions of this section shall be open to the inspection for the Commissioner
or any other authorized employee described in G.&-38 when demanded.

(b) Every insuance agency transacting insurance business in this State shall at all times
have appointed some person employed or associated with such agency who shall have the
responsibility of seeing that such records and reports as are required pursuant to trengrovisi
of this section are kept and maintained.

(© Any person subject to the provisions of subsection (a) of this section who violates
the provisions of this section or the rules and regulations prescribed by the Commissioner
pursuant to the provisions ofishsection may after notice and hearing: for the first offense have
his license or licenses (in case license be issued for more than one company in such person's
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case) suspended or revoked for not less than one month nor more than six months and for the
second offense shall have his license or licenses (in case license be issued from more than one
company in his case) suspended or revoked for the period of one year and such person shall not
thereafter be licensed for one year from the date said revocatisumspension first became
effective.

(d) For the purpose of enforcing the provisions of this section the Commissioner or any
other authorized employee described in G.S22% is authorized and empowered to examine
persons, administer oaths and requikedpction of papers and records relative to this section.

(e)  Whenever the Commissioner deems it to be prudent for the protection of
policyholders in this State, he or any other authorized employee described in-3-35 S8all
visit and examine any insamce agency, agent, broker, adjuster, motor vehicle damage
appraiser, or producer of record. The refusal of any agency, agent, broker, adjuster, motor
vehicle damage appraiser, or producer of record to submit to examination is grounds for the
revocation orefusal of a licens€1971, c. 948, s. 1; 1987, c. 629, ss. 14, 15; c. 752, s. 1; 1995,

c. 360, s. 2(e).)

§ 582-200. Books and papers required to be exhibited.

It is the duty of any person having in his possession or control any books, accounts, or
papers of any company licensed under Articles 1 through 64 of this Chapter, to exhibit the
same to the Commissioner or to any deputy, actuary, accountant, or persons acting with or for
the Commissioner. Any person who shall refuse, on demand, to exhibadks, accounts, or
papers, as above provided, or who shall knowingly or willfully make any false statement in
regard to the same, shall be subject to suspension or revocation of his license under Articles 1
through 64 of this Chapter; and shall be deegually of a Class 1 misdemean¢i.899, c. 54,

S. 76; Rev., ss. 3494, 4697; 1907, c. 1000, s. 3; C.S., s. 6286; 1945, c. 383; 1985 (Reg. Sess.,
1986), c. 1013, s. 6; 1991, c. 720, s. 4; 1993, c. 539, s. 445; 1994, EX. Sess., c. 24, s. 14(c).)

§ 582-205. CPA audits of financial statements.

The Commissioner may adopt rules to provide for audits and opinions of insurers' financial
statements by certified public accountants. These rules shall be substantially similar to the
NAIC model rule that requires aield financial reports, as amended. The Commissioner may
adopt, amend, or repeal provisions of these rules under G.S-2I50Bn order to keep these
rules current with the NAIC model rulél989, c. 485, s. 38; 199812, s. 26B(Qg).)

8§ 582-210. Rules 6ér mortgage insurance consolidations.

The Commissioner is authorized to adopt rules governing mortgage insurance
consolidations and related rules concerning unfair rate discrimination. In the event the
Commissioner adopts such rules, while such rulesnasffect the unfair rate discrimination
provisions of G.S. 58835 and G.S. 583-15(7) will not apply to mortgage insurance
consolidations to the extent those provisions are inconsistent with such rules. For purposes of
this section, "mortgage insuranconsolidation” means any transaction in which a mortgage
loan servicer makes its premium collection services available to mortgage debtors in
connection with an insurer's offer of mortgage insurance, which offer is made to debtors who,
immediately priorto the offer, had mortgage insurance with another insurer and were paying
premiums for that insurance with their monthly mortgage paym@@89, c, 341, s. 1.)

§ 582-215. Consumer Protection Fund.

(@) A special fund is created in the Office of thet8t&reasurer, to be known as the
Department of Insurance Consumer Protection Fund. The Fund shall be placed in an interest
bearing account and any interest or other income derived from the Fund shall be credited to the
Fund. Moneys in the Fund shall onlg bpent pursuant to warrants drawn by the Commissioner
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on the Fund through the State Treasurer. The Fund shall be subject to the provisions of the
Executive Budget Act; except that the provisions of Article 3C of Chapter 143 of the General
Statutes do napply to subdivision (b)(1) of this section.

(b)  All moneys credited to the Fund shall be used only to pay the following expenses
incurred by the Department:

(2) For the purpose of retaining outside actuarial and economic consultants,
legal counsel, and oot reporting services in the review and analysis of rate
filings and any other insurance regulatory matters, in conducting all
hearings, and through any final adjudication.

(2) In connection with any delinquency proceeding under Article 30 of this
Chapter for the purpose of locating and recovering the assets of or any other
obligations or liabilities owed to or due an insurer that has been placed under
such proceeding.

3) In connection with any civil litigation, other than under Chapter 150B of the
Geneanl Statutes or any appeal from an order of the Commissioner or his
deputies, that is commenced against the Commissioner or his deputies and
that arises out of the performance of their official duties, for the purpose of
retaining outside consultants, legalunsel, and court reporting services to
defend such litigation.

(c) Moneys appropriated by the General Assembly shall be deposited in the Fund and
shall become a part of the continuation budget of the Department of Insurance. Such
continuation budgeamount shall equal the actual expenditures drawn from the Fund during the
prior fiscal year plus the official inflation rate designated by the Director of the Budget in the
preparation of the State Budget for each ensuing fiscal year; provided thatetimbeome on
the Fund exceeds the amount yielded by the application of the official inflation rate, such
continuation budget amount shall be the actual expenditures drawn from the Fund, except that
the appropriation for the 199 fiscal year shall nagxceed the sum of seven hundred fifty
thousand dollars ($750,000) and for the 1996fiscal year shall not exceed the sum of two
hundred fifty thousand dollars ($250,000). In the event the amount in the Fund exceeds two
hundred fifty thousand dollars ($2®00) at the end of any fiscal year, beginning with the
199596 fiscal year, such excess shall revert to the General Fund.

(d) Repealed by Session Laws 1996, c. 507, s. 11A(a)1®39 (Reg. Sess., 1990), c.
1069, s. 22; 1993 (Reg. Sess., 1994), c, $694.1; 1995, c. 507, s. 11A(a), (b), (c); 2205,

s. 21))

§ 582-220. Insurance Regulatory Information System and similar program test data not
public records.
Except as provided in G.S. 8B25, financial test ratios, data, or information geneldug
the Commissioner pursuant to the NAIC Insurance Regulatory Information System, any
successor program, or any similar program developed by the Commissioner, are not public
records and are not subject to Chapter 132 of the General Statutes or -G-80®81985
(Reg. Sess., 1986), c. 1013, s. 9; 1989 (Reg. Sess., 1990), c. 1021, s. 7; 1991, c. 681, s. 14.)

§ 582-225: Repealed by Session Laws 1995, c. 193, s. 8.

§ 582-230. Commissioner to share information with Department of Labor.

The Commissioer shall provide or cause to be provided to the Department of Labor, on an
annual basis, the name and business address of every employer thahsissdf for workers'
compensation. Information provided or caused to be provided by the Commissioher to t
Department of Labor under this section is confidential and not open for public inspection under
G.S. 1326. (1991 (Reg. Sess., 1992), c. 894, s. 5.)
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§ 582-235: Expired.

§ 582-240. Market conduct analysis, financial analysis, and relateéhformation not

public record.

@) Notwithstanding Chapter 132 of the General Statutes, all market analysis,
documents arising from market conduct action, and financial statement analysis work papers
are confidential, are not open for public inspectiord are not discoverable or admissible in
evidence in a civil action brought by a party other than the Department against a person
regulated by the Department, its directors, officers, or employees, unless the court finds that the
interests of justice requrthat the documents be discoverable or admissible in evidence or
except as provided in G.S. 28128 and G.S. 58-132(g) through (j). The Commissioner,
however, may use market analysis, documents arising from market conduct action, and
financial statemednanalysis work papers in the furtherance of any regulatory or legal action
brought as part of the Commissioner's official duties.

(b)  As used in this Article:

(1) "Financial statement analysis” means a set of systems and procedures
designed to provide revant information derived from basic sources of data
for the purpose of evaluating the risk of an insurer's insolvency.

(1a) "Financial statement analysis work papers" means:

a. Documents, programs, findings, and other information produced by
persons emplged or contracted by the Commissioner during and as
part of the financial statement analysis of an insurer.

b. Documents, programs, findings, and other information disclosed by
an entity to persons employed or contracted by the Commissioner in
response t@n inquiry from the Commissioner during and as part of
the financial statement analysis of the insurer.

C. Documents, programs, findings, and other information obtained,
during and as part of the financial statement analysis of an insurer, by
persons empled or contracted by the Commissioner from or
through any regulatory or law enforcement agency or the NAIC
when the receipt of that information is conditioned upon the
Commissioner maintaining the confidentiality of the information
shared with the Commigssier.

"Financial statement analysis work papers” includes financial analysis

programs and procedures; correspondence between persons employed or

contracted by the Commissioner and the insurer during and as part of the
financial statement analysis; memosnails, and other correspondence, in

any form, produced by persons employed or contracted by the

Commissioner detailing findings or recommendations of the financial

statement analysis; and the Actuarial Opinion Summary filed by an insurer

as required by ahin accordance with NAIC Annual Statement Instructions.

"Financial statement analysis work papers" does not mean statements filed

with the Commissioner under G.S.-83865, CPA audit reports filed with

the Commissioner under G.S.-3805, or documents & constitute an

initial filing and any supplemental filing necessary to complete a filing made

by an insurer, independent of financial statement analysis.

(1b) "Market analysis" means work product arising from a process whereby
persons employed or conttad by the Commissioner collect and analyze
information from filed schedules, surveys, required reports other than
periodic reports specifically required by statute, and other sources in order to



OCoO~NOOUIE WNPE

develop a baseline understanding of the marketplace adérnofy patterns
or practices of insurers that deviate significantly from the norm or that may
pose a potential risk to the insurance consumer.

(2)  "Market conduct action” means any of the full range of activities, other than
an examination that the Comrsigner may initiate to assess and address the
market practices of insurers, beginning with market analysis. Additional
market conduct actions, including those taken subsequent to market analysis
as a result of the findings of or indications from marketyais include:
correspondence with an insurer; insurer interviews; information gathering;
policy and procedure reviews; interrogatories; and review of insurer
selfevaluation and compliance programs, including membership in a
bestpractice organization. Er Commissioner's activities to resolve an
individual consumer complaint or other report of a specific instance of
misconduct are not market conduct actions for purposes of this section.

(c) For purposes of subdivisions (b)(1) and (b)(1a) of this sedtiay, the term
"insurer" has the same meaning as in G.&3®&80(14) and includes a:

(1) Reciprocal that is or should be licensed under Article 15 of this Chapter.

(2) Local government risk pool that chooses to operate under Article 23 of this
Chapter.

3 Fraternal benefit society that is or should be licensed under Article 24 of this
Chapter.

(4) Selfinsurer that is or should be licensed under Article 5 of Chapter 97 of the
General Statutes.

(d) Nothing in this section limits public access to finandalactuarial information or
calculations filed by an insurer or other entity for rating purposes, including rate filings,
deviation filings, and loss cost filingR005206, s. 1; 2004.05, s. 2.4; 200127, s. 10.)

§ 582-245. Access to employer taxpa&y identification numbers contained in public
documents.
Notwithstanding G.S. 132.10(b)(5), the Department is not required to redact an employer
taxpayer identification number on documents that may be made available to the general public.
(2006105, s. B.)

§ 582-250. Electronic filings.
(@  Asused in this section:
Q) "Commissioner's designee" includes the National Insurance Producer
Registry of the NAIC.

(2) "License" includes any license, certificate, registration, or permit issued
under this Chager.
3) "Licensee" means any person who holds a license.

(b) Notwithstanding any other provision of this Chapter, the Commissioner may adopt
rules that require an applicant for a license or a licensee to file documents electronically with
the Commissioneor the Commissioner's designee. The rules adopted under this section may
contain procedures for the electronic payment of any fee required under this Chapter and the
electronic filing of documents, including:

(1) Any document required as part of an apgtiicn for a license under this
Chapter.

(2)  Any document required to be filed by an applicant for a license or a licensee
to maintain the license in good standing.

(3)  Any other document required or permitted to be filed.
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(© The Commissioner or the Comrsigner's designee may charge an administrative
fee for electronic filing. Fees charged for the processing of an electronic filing are in addition to
any other fee imposed for the filing. Fees charged for an electronic filing are limited to the
actual cosof the electronic transaction.

(d) This section does not supersede any other provision of law that requires the
electronic filing of a document or requires an applicant for a license or a licensee to make any
other filing electronically.(2009383, s. 2.)

Article 3.
General Regulations for Insurance.
§ 583-1. State law governs insurance contracts.

All contracts of insurance on property, lives, or interests in this State shall be deemed to be
made therein, and all contracts of insurance the applications for which are taken within the
State shall be deemed to have been made within this State andbjex & the laws thereof.
(1899, c. 54, s. 2; 1901, c. 705, s. 1; Rev., s. 4806; C.S., s. 6287.)

§ 583-5. No insurance contracts except under Articles 1 through 64 of this Chapter.

Except as provided in G.S. £86, it is unlawful for any company toake any contract of
insurance upon or concerning any property or interest or lives in this State, or with any resident
thereof, or for any person as insurance agent or insurance broker to make, negotiate, solicit, or
in any manner aid in the transactionsoich insurance, unless and except as authorized under
the provisions of Articles 1 though 64 of this Chap{2899, c. 54, s. 2; Rev., s. 4807; C.S,, s.
6288; 1998211, s. 1(a).)

§ 583-6. Charitable gift annuities.

(@) A charitable organization as aebed in section 501(c)(3) or section 170(c) of the
Internal Revenue Code or an educational institution may receive a transfer of property from a
donor in exchange for an annuity payable over one or two lives, under which the actuarial value
of the annuy is less than the value of the property transferred and the difference in value
constitutes a charitable deduction for federal tax purposes. The issuance of the annuity by a
charitable organization does not constitute engaging in the business of iesifrahe
organization, when the annuity agreement is issued:

(1) Has a minimum of $100,000 in unrestricted cash, cash equivalents, or
publicly-traded securities, exclusive of the assets contributed by the donor in
return for the annuity agreement;

(2) Has been in active, continuous operation for at least three years or is a
successor to or affiliate of a charitable organization that has been in active
operation for at least three years; and

3) Includes the following disclosure clause in each annuity agreeissued on
or after November 1, 1998: "This annuity is not issued by an insurance
company, is not subject to regulation by the State of North Carolina, and is
not protected or otherwise guaranteed by any government agency or
insurance guaranty fund."

Subdivisions (1) and (2) of this subsection do not apply to an educational institution that
was issuing annuity agreements prior to October 30, 1998 nor to an organization formed solely
to support an educational institution in active operation at leastybhegs prior to October 30,

1998.

(b) A charitable organization or educational institution that issues a charitable annuity
shall notify the Department by January 1, 1999, or within 90 days of issuing its first annuity,
whichever is later. The notice shhk signed by an officer or director of the organization or
educational institution, identify the organization or institution, and certify that the organization
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or institution is a charitable organization or educational institution and that its anmaugies
issued in compliance with the applicable provisions of subsection (a) of this section.

(© A charitable organization that issues charitable annuities must make available to the
Commissioner, upon request, a copy of its Internal Revenue Service Foron B&rm 99€EZ
for the most recent fiscal year for which the due date has passed. If the organization was not
required to file either form with the Internal Revenue Service for the preceding fiscal year, or
was allowed to submit the form in abbreviattmrmat, it shall make available to the
Commissioner, upon request, the same information that would have been required to have been
filed under the Form 990, in a similar format as specified by the Commissioner. A copy of the
Form 990, or corresponding siltute information as authorized by the Commissioner, shall be
made available to the prospective annuitant at the time of the initial solicitation of the
contribution, and updated information shall be made available at the time of execution of the
annuityagreement.

(d)  The Department may enforce performance of the requirements of this section by
notifying the organization or institution and demanding that it comply with the requirements of
this section. The Department may fine an organization or ednahtistitution, up to $1,000
per annuity agreement, for failure to comply after notice and demand from the Commissioner.

(e) A charitable gift annuity issued by a charitable organization or educational
institution prior to October 30, 1998 does not cduttiengaging in the business of insurance.

() For purposes of this section, an "educational institution" means a public or private
college, university, or community college that maintains a faculty to provide instruction to
students.(1998211, s. 1(b).

§ 583-10. Statements in application not warranties.

All statements or descriptions in any application for a policy of insurance, or in the policy
itself, shall be deemed representations and not warranties, and a representation, unless material
or fraudulent, will not prevent a recovery on the poli¢¥901, c. 705, s. 2; Rev., s. 4808; C.S.,

s. 6289.)

§ 583-15. Additional or coinsurance clause.

No insurance company or agent licensed to do business in this State may issue any policy or
contract of insurance covering property in this State that contayslanse or provision
requiring the insured to take or maintain a larger amount of insurance than that expressed in the
policy, nor in any way provide that the insured shall be liable as a coinsurer with the company
issuing the policy for any part of thess or damage to the property described in the policy, and
any such clause or provision shall be null and void, and of no effect: Provided, the coinsurance
clause or provision may be written in or attached to a policy or policies issued when there is
printed or stamped on the declarations page of the policy or on the form containing the clause
the words "coinsurance contract,” and the Commissioner may, in the Commissioner's
discretion, determine the location of the words "coinsurance contract" and tleé teetype
to be used. If there is a difference in the rate for the insurance with and without the coinsurance
clause, the rates for each shall be furnished the insured upon rét@#5st.c. 109, s. 5; C.S., s.

6441; 1925, c. 70, s. 4; 1945, ¢c. 377; 194 721; 1999432, s. 7.1.)

§ 583-20. Group plans other than life, annuity or accident and health.

No policy of insurance other than life, annuity or accident and health may be written in
North Carolina on a group plan which insures a group of indalglunder a master policy at
rates lower than those charged for individual policies covering similar risks. The master policy
and certificates, if any, shall be first approved by the Commissioner and the rate, premiums or
other essential information shhke shown on the certificatél945, c. 377.)
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§ 583-25. Discriminatory practices prohibited.

€)) No insurer shall after September 1, 1975, base any standard or rating plan for
private passenger automobiles or motorcycles, in whole or in part, dioeatidirectly, upon
the age or sex of the persons insured.

(b) No insurer shall refuse to insure or refuse to continue to insure an individual, limit
the amount, extent, or kind of coverage available to an individual, or charge an individual a
different rde for the same coverage, solely because of blindness or partial blindness or deafness
or partial deafness. With respect to all other physical conditions, including the underlying
cause of the blindness or partial blindness or deafness or partial deafdesduals who are
blind or partially blind shall be subject to the same standards of sound actuarial principles or
actual or reasonably anticipated experience as are sighted individuals or individuals whose
hearing is not impaired. Refusal to insureefusal to continue to insure includes denial by an
insurer providing disability insurance on the grounds that the policy defines disability as being
presumed in the event that the insured loses his eyesight or hearing: Provided that an insurer
providing disability insurance may except disability coverage for blindness, partial blindness,
deafness, or partial deafness when those conditions existed at the time the application was
made for the disability insurance policy. The provisions of this subsesttadhbe construed to
supplement the provisions of G.S.-6815(7) and G.S. 16&0. This subsection shall apply
only to the underwriting of life insurance, accident, health, or accident and health insurance
under Articles 1 through 66 of this Chaptardannuities.

(c) No insurer shall refuse to insure or refuse to continue to insure an individual; limit
the amount, extent, or kind of coverage available to an individual; or charge an individual a
different rate for the same coverage, because of the caloe, or national or ethnic origin of
that individual. This subsection supplements the provisions of G.8:128, 5833-80,
5858-35, and 5863-15(7). (1975, c. 666, s. 1; 1985, c. 267, s. 1; 1989, c. 485, s. 22; 1991, c.
720, s. 67.)

§ 583-30. Meaning of terms "accident", "accidental injury”, and "accidental means".

(&)  This section applies to the provisions of all group life, group accident, group health,
and group accident and health insurance policies and group annuities under Articlesi throug
64 of this Chapter that are issued on or after October 1, 1989, and preferred provider
arrangements under Articles 1 through 64 of this Chapter that are entered into on or after
October 1, 1989.

(b) "Accident”, "accidental injury”, and "accidental meas$iall be defined to imply
"result” language and shall not include words that establish an accidental megii988stc.
485, s. 10.)

8§ 583-33. Insurer conditionally required to provide information.

(& A person who claims to have been physicallyiag or to have incurred property
damage where such injury or damage is subject to a policy of nonfleet private passenger
automobile insurance may request by certified mail directed to the insurance adjuster or to the
insurance company (Attention Corpor&tecretary) at its last known principal place of business
that the insurance company provide information regarding the policy's limits of coverage under
the applicable policy. Upon receipt of such a request, which shall include the policyholder's
name, andif available, policy number, the insurance company shall notify that person within
15 business days, on a form developed by the Department, that the insurer is required to
provide this information prior to litigation only if the person seeking the indtion satisfies
all of the following conditions:

(1) The person seeking the information submits to the insurer the person's
written consent to all of the person's medical providers to release to the
insurer the person's medical records for the three ygamsto the date on
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which the claim arose, as well as all medical records pertaining to the
claimed injury.

(2) The person seeking the information submits to the insurer the person's
written consent to participate in mediation of the person's claim Whder
7A-38.3A.

(3) The person seeking the information submits to the insurer a copy of the
accident report required under G.S:-18b.1 and a description of the events
at issue with sufficient particularity to permit the insurer to make an initial
determiration of the potential liability of its insured.

(b)  Within 30 days of receiving the person's written documents required under
subsection (a) of this section, the insurer shall provide the policy limits.

(c) Disclosure of the policy limits under this sectishall not constitute an admission
that the alleged injury or damage is subject to the policy.

(d)  This section does not apply to claims seeking recovery for medical malpractice or
claims for which an insurer intends to deny coverage under any policy of insy20@&307,
S. 1; 2004199, s. 21.)

§ 583-35. Stipulations as to jurisdiction and limitaion of actions.

(&8 No insurer, selinsurer, service corporation, HMO, MEWA, continuing care
provider, viatical settlement provider, or professional employer organization licensed under this
Chapter shall make any condition or stipulation in its corgracncerning the court or
jurisdiction in which any suit or action on the contract may be brought.

(b)  No insurer, selinsurer, service corporation, HMO, MEWA, continuing care
provider, viatical settlement provider, or professional employer organizaterséd under this
Chapter shall limit the time within which any suit or action referred to in subsection (a) of this
section may be commenced to less than the period prescribed by law.

(c) All conditions and stipulations forbidden by this section are .\difl99, c. 54, ss.

23, 106; 1901, c. 391, s. 8; Rev., s. 4809; C.S., s. 6290-2001s. 1; 200298, s. 7.1;
2007484, s. 43.5.)

8 583-40. Proof of loss forms required to be furnished.

When any company under any insurance policy requires a written proof of loss after notice
of such loss has been given by the insured or beneficiary, the company or its representative
shall furnish a blank to be used for that purpose. If such forms as® fiotnished within 15
days after the receipt of such notice the claimant shall be deemed to have complied with the
requirements of this policy as to proof of loss, upon submitting within the time fixed in the
policy for filing proofs of loss, written pad covering the occurrence, character, and extent of
the loss for which claim is mad@.945, c. 377.)

8§ 583-45. Insurance as security for a loan by the company.

Where an insurance company, as a condition for a loan by such company, of money upon
mortgage or other security, requires that the borrower insure either his life or that of another, or
his property, or the title to his property, with the company, and assign or cause to be assigned to
it a policy of insurance as security for the loan, and afgrggay premiums thereon during the
continuance of the loan, whether the premium is paid annually, semiannually, quarterly, or
monthly, such premiums shall not be considered as interest on such loans, nor will any loan be
rendered usurious by reason of agh requirements, where the rate of interest charged for the
loan does not exceed the legal rate and where the premiums charged for the insurance do not
exceed the premiums charged to other persons for similar policies who do not obtain loans.
(1915, c. 81917, c. 61; C.S., s. 6291.)
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§ 583-50. Companies must do business in own name; emblems, insignias, etc.

Every insurance company or group of companies must conduct its business in the State in,
and the policies and contracts of insurance issued Inalit Ise headed or entitled only by, its
proper or corporate name or names. There shall not appear on the policy anything that would
indicate that it is the obligation of any other than the company or companies responsible for the
payment of losses underettpolicy, though it will be permissible to stamp or print on the
policy, the name or names of the department or general agency issuing the same, and the group
of companies with which the company is financially affiliated. The use of any emblem,
insignia, @ anything other than the true and proper corporate name of the company or group of
companies shall be permitted only with the approval of the Commiss{a®9, c. 54, s. 18;

Rev., s. 4811; C.S., s. 6292; 1945, c. 377; 1951, c. 781, s. 10; 1995,s.9.93,

8§ 583-55. Must not pay death benefits in services.

No insurance company now doing business in this State or that may hereafter be authorized
to do business in this State issuing contracts providing benefits in the event of death shall issue
any contract providing for the payment of benefits in merchandise or service to be rendered to
such policyholder or his beneficiar§L945, c. 377.)

§ 583-60. Publication of assets and liabilities; penalty for failure.

When any company publishes its ass#étsnust in the same connection and with equal
conspicuousness publish its liabilities computed on the basis allowed for its annual statements;
and any publications purporting to show its capital must exhibit only the amount of such capital
as has been adlly paid in cash. Any company or agent thereof who violates this section shall
be guilty of a Class 3 misdemeanor and, upon conviction, shall be punished only by a fine of
not less than five hundred dollars ($500.00) nor more than one thousand diill&30J.

(1899, c. 54, ss. 18, 96; Rev., ss. 3492, 4812; C.S., s. 6293; 1985, c. 666, s. 14; 1993, c. 539, s.
446; 1994, Ex. Sess., c. 24, s. 14(c).)

§ 583-65. Publication of financial information.

Notwithstanding any other provision of the laws of tBiste an insurer may, subject to
requirements set forth by regulation promulgated by the Commissioner, publish financial
statements or information based on financial statements prepared on a basis which is in
accordance with requirements of a competettiaity and which differs from the basis of the
statements which have been filed with the Commissioner. Such differing financial statements
or information based on financial statements shall not be made the basis for the application of
provisions of any dws of this State not relating solely to the publication of financial
information unless such provisions specifically so reqire73, c. 1130; 1991, c. 720, s. 5.)

§ 583-70: Repealed by Session Laws 1993, c. 452, s. 65.

§ 583-71. Unearned premiumreserves.

(@ Every insurance company, other than a life or real estate title insurance company,
shall maintain reserves equal to the unearned portions of the gross premiums charged on
unexpired or unterminated risks and policies.

(b) No deductions may bmade from the gross premiums in force except for original
premiums canceled on risks terminated or reduced before expiration, or except for premiums
paid or credited for risks reinsured with other solvent assuming insurers authorized to transact
businessn this State.

(c) Premiums charged for bulk or portfolio reinsurance assumed from other insurers
shall be included as premiums in force on the basis of the original premiums and original terms
of the policies of the ceding insurer.
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(d) Reinsurance ceded tan authorized assuming insurer may be deducted on the basis
of original premiums and original terms, except in the case of excess loss or catastrophe
reinsurance, which may be deducted only on the basis of actual reinsurance premiums and
actual reinsurace terms.

(e) The reserve for unearned premiums shall be computed on an actual basis or may be
computed on the monthly pro rata fractional basis if in the opinion of the Commissioner this
method produces an adequate reserve.

() With respect to marine ingance, premiums on trip risks not terminated shall be
deemed unearned; and the Commissioner may require a reserve to be carried thereon equal to
one hundred percent (100%) of the premiums on trip risks written during the month ended as of
the statement dat

(g0 The Commissioner may adopt rules for the unearned premium reserve computation
for premiums covering indefinite termd993, c. 452, s. 1.)

§ 583-72. Premium deficiency reserves.

€)) In determining the financial condition of any casualty, figelénd surety company
and any fire and marine company referred to in G.S/-38, and in any financial statement or
report of the company, there shall be included in the liabilities of the company premium
deficiency reserves at least equal to the amoregsired under this section. The date as of
which the determination, statement, or report is made is known as the "date of determination.”

(b) For all recorded unearned premium reserves, a premium deficiency reserve shall be
calculated to include the amduby which the anticipated losses, loss adjustment expenses,
commissions and other acquisition costs, and maintenance costs exceed the sum of those
unearned premium reserves and any related expected future installment premiums as of the date
of determinatn.

(c) Except as provided in subsection (f) of this section, commissions, other acquisition
costs, and premium taxes do not have to be considered in the determination of the premium
deficiency reserve, to the extent that they have previously been incurred

(d) Except as provided in subsection (f) of this section, no reduction shall be taken for
anticipated investment income in the determination of the premium deficiency reserve.

(e) For purposes of determining if a premium deficiency exists, insuranceactnt
shall be grouped in a manner consistent with the way in which such policies are marketed or
serviced.

0] If the Commissioner determines that the premium deficiency reserves of any
company that have been calculated in accordance with this sectinadegquate or excessive,
the Commissioner may prescribe any other basis that will produce adequate and reasonable
reserves(2001:223, s. 1.1.)

§ 583-75. Loss and loss expense reserves of fire and marine insurance companies.

In any determination of th&nancial condition of any fire or marine or fire and marine
insurance company authorized to do business in this State, such company shall be charged, in
addition to its unearned premium liability as prescribed in G.S-58, with a liability for loss
reserves in an amount equal to the aggregate of the estimated amounts payable on all
outstanding claims reported to it which arose out of any contract of insurance or reinsurance
made by it, and in addition thereto an amount fairly estimated as necessagvitte for
unreported losses incurred on or prior to the date of such determination, as defined in G.S.
58-3-81(a), and including, both as to reported and unreported claims, an amount estimated as
necessary to provide for the expense of adjusting saoms;| and there shall be deducted, in
determining such liability for loss reserves, the amount of reinsurance recoverable by such
company, in respect to such claims, from assuming insurers in accordance with-&&..58
Such loss and loss expense resestall be calculated in accordance with any method adopted
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or approved by the NAIC, unless the Commissioner determines that another more conservative
method is appropriat¢1945, c. 377; 1993, c. 452, s. 2; 1993 (Reg. Sess., 1994), c. 678, s. 4.)

§ 583-80: Repealed by Session Laws 1993, c. 452, s. 65.

§ 583-81. Loss and loss expense reserves of casualty insurance and surety companies.

€)) In determining the financial condition of any casualty insurance or surety company
and in any financial statemeor report of any such company, there shall be included in the
liabilities of that company loss reserves and loss expense reserves at least equal to the amounts
required under this section. The amount of those reserves shall be diminished by an allowance
or credit for reinsurance recoverable from assuming reinsurers in accordance with-GZA. 58
or G.S. 587-26. The date as of which the determination, statement, or report is made is known
as the date of determination.

(b) For all outstanding losses alabs expenses, the reserves shall be valued as of the
date of determination and shall include the following:

(1) The aggregate estimated amounts due for losses and loss adjustment
expenses on account of all known claims.

(2) The aggregate estimated amoumise for losses and loss adjustment
expenses on account of all unknown, incurred but not reported claims.

(c) Except as provided in subsection (e) of this section, the minimum loss and loss
expense reserves for workers' compensation insurance shalidsmined as follows:

(1) In the case of indemnity benefits where tabular reserves are prescribed for
the reporting of such benefits under the Workers' Compensation Statistical
Plan (WCSP) of the National Council on Compensation Insurance, the
minimum regrve shall be the result obtained by the application of the
appropriate pension table in the WCSP, unless the reserve required by any
method adopted or approved by the NAIC is greater, in which case that
greater reserve shall be used.

(2) In all other casg including other indemnity benefits, medical benefits, and
loss adjustment expense, the reserve shall be determined by subsection (b) of
this section, unless the reserve required by any method adopted or approved
by the NAIC is greater, in which case tlgaeater reserve shall be used.

(d) Repealed by Session Laws 2€@A3, s. 1.2.

(e) Whenever in the judgment of the Commissioner the loss and loss expense reserves
of any casualty or surety company doing business in this State calculated in accordance with
the foregoing provisions are inadequate or excessive, he may prescribe any other basis that will
produce adequate and reasonable reserves.

)] Every casualty insurance and every surety company doing business in this State
shall keep a complete and itendzeecord showing all losses and claims on which it has
received notices, including all notices received by it of the occurrence of any event that may
result in a 10sg(1993, c. 452, s. 3; 20423, s. 1.2.)

§ 583-85. Corporation or associationmaintaining office in State required to qualify and
secure license.

Any corporation or voluntary association, other than an association of companies, the
members of which are licensed in this State, issuing contracts of insurance and maintaining a
principd, branch, or other office within this State, whether soliciting business in this State or in
foreign states, shall qualify under the insurance laws of this State applicable to the type of
insurance written by such corporation or association and secemsdiérom the Commissioner
as provided under Articles 1 through 64 of this Chapter on insurance, as amended, and the
officers and agents of any such corporation or association maintaining offices within this State
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and failing to qualify and secure licena® herein provided shall be deemed guilty of a Class 1
misdemeanor(1937, c. 39; 1991, c. 720, s. 4; 1993, c. 539, s. 447; 1994, Ex. Sess., c. 24, s.
14(c).)

§ 583-90: Repealed by Session Laws 26243, s. 2.1.
§ 583-95: Repealed by Session Laws 1994. 720, s. 71.

§ 583-100. Insurance company licensing provisions.

(@ The Commissioner may, after notice and opportunity for a hearing, revoke, suspend,
or restrict the license of any insurer if:

(1)  The insurer fails or refuses to comply with any larder or rule applicable
to the insurer.

(2)  After considering the standards under G.S38&0(b), the Commissioner
determines that the continued operation of the insurer is hazardous to its
policyholders, to its creditors, or to the general public.

(3)  The insurer has published or made to the Department or to the public any
false statement or report.

(4) The insurer or any of the insurer's officers, directors, employees, or other
representatives refuse to submit to any examination authorized by law or
refuse to perform any legal obligation in relation to an examination.

(5) Theinsurer is found to make a practice of unduly engaging in litigation or of
delaying the investigation of claims or the adjustment or payment of valid
claims.

(b)  Any suspensionyevocation or refusal to renew an insurer's license under this
section may also be made applicable to the license or registration of any individual regulated
under this Chapter who is a party to any of the causes for licensing sanctions listed in
subsectin (a) of this section.

(c) The Commissioner may impose a civil penalty under G.&-%8 if an HMO,
service corporation, MEWA, or insurer fails to acknowledge a claim within 30 days after
receiving written or electronic notice of the claim, but onlyhé thotice contains sufficient
information for the insurer to identify the specific coverage involved. Acknowledgement of the
claim shall be one of the following:

(1) A statement made to the claimant or to the claimant's legal representative
advising thathe claim is being investigated.

(2) Payment of the claim.

(3) A bona fide written offer of settlement.

(4) A written denial of the claim.

A claimant includes an insured, a beneficiary of a life or annuity contract, a health care
provider, or a health caracility that is responsible for directly making the claim with an
insurer, HMO, service corporation, or MEWA. With respect to a claim under an accident,
health, or disability policy, if the acknowledgement sent to the claimant indicates that the claim
remains under investigation, within 45 days after receipt by the insurer of the initial claim, the
insurer shall send a claim status report to the insured and every 45 days thereafter until the
claim is paid or denied. The report shall give details suffidenthe insured to understand

why processing of the claim has not been completed and whether the insurer needs additional
information to process the claim. If the claim acknowledgement includes information about
why processing of the claim has not beemrmpteted and indicates whether additional
information is needed, it may satisfy the requirement for the initial claim status report. This
subsection does not apply to HMOs, service corporations, MEWAs or insurers subject to G.S.
58-3-225.
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(d) If a foreigninsurance company's license is suspended or revoked, the Commissioner
shall cause written notification of the suspension or revocation to be given to all of the
company's agents in this State. Until the Commissioner restores the company's license, the
company shall not write any new business in this State.

(e) The Commissioner may, after considering the standards under G3®-688b),
restrict an insurer's license by prohibiting or limiting the kind or amount of insurance written by
that insurer. For a feign insurer, this restriction relates to the insurer's business conducted in
this State. The Commissioner shall remove any restriction under this subsection once the
Commissioner determines that the operations of the insurer are no longer hazardeus to th
public or the insurer's policyholders or creditors. As used in this subsection, "insurer” includes
an HMO, service corporation, and MEWAL899, c. 54, ss. 66, 75, 112; 1901, c. 391, s. 5;
Rev., ss. 4703, 4705; C.S., s. 6297; 1947, c. 721; 1963, c.12%R3; c. 409, s. 1; 1995, c. 193,

s. 10; 199294, s. 9; 20062, s. 4(b); 200223, s. 2.2; 200834, s. 15; 200212, s. 26(a);
2005215, s. 2; 200223, s. 7.)

§ 583-102. Request for determination of coverage for transplants under health benefit
payment mechanisms; required response time; penalties.

(@)  As used in this section, "insurer" means any payer of health benefits that is subject
to Articles 1 through 66 of this Chapter.

(b)  When a person or that person's health care provider or represeméafuests that
person's insurer to determine whether a transplant is eligible for benefits under that person's
health benefit coverage, the insurer shall, within 10 business days after receipt of the request
and medical documentation necessary to deterrfithere is coverage, inform the requesting
person as to whether there is coverage; provided coverage exists at the time of the transplant.
(1991, c. 644, s. 14.)

§ 583-105. Limitation of risk.

Except as otherwise provided in Articles 1 through 64haf Chapter, no insurer doing
business in this State shall expose itself to any loss on any one risk in an amount exceeding ten
percent (10%) of its surplus to policyholders. Any risk or portion of any risk which shall have
been reinsured shall be detkatin determining the limitation of risk prescribed in this section.
This section shall not apply to life insurance or to the insurance of marine risks, or marine
protection and indemnity risks, or workers' compensation or employer's liability risks, or
certificates of title or guaranties of title or policies of title insurance. For the purpose of
determining the limitation of risk under any provision of Articles 1 through 64 of this Chapter,
"surplus to policyholders" shall

(2) Be deemed to includeng voluntary reserves, or any part thereof, which are
not required by or pursuant to law, and

(2) Be determined from the last sworn statement of such insurer on file with the
Commissioner pursuant to law, or by the last report on examination filed by
the Gmmissioner, whichever is more recent at the time of assumption of
such risk.

In applying the limitation of risk under any provision of Articles 1 through 64 of this
Chapter to alien insurers, such provision shall be deemed to refer to the exposurand tesk
the surplus to policyholders of the United States branch of such alien iNnd94%, c. 377;

1991, c. 636, s. 3.)

§ 583-110. Limitation of liability assumed.

€)) No company transacting fidelity or surety business in this State shall expimits
any loss on any one fidelity or surety risk or hazard in an amount exceeding ten per centum
(10%) of its policyholders' surplus, unless it shall be protected in excess of that amount by:
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Q) Reinsurance in such form as to enable the obligee oribemgfto maintain
an action thereon against the company reinsured jointly with such reinsurer
and, upon recovering judgment against such reinsured, to have recovery
against such reinsurer for payment to the extent in which it may be liable
under such resurance and in discharge thereof; or

(2)  The cosuretyship of such a company similarly authorized; or

3) By deposit with it in pledge or conveyance to it in trust for its protection of
property; or

4) By conveyance or mortgage for its protection; or

(5) In case a suretyship obligation was made on behalf or on account of a
fiduciary holding property in a trust capacity, by deposit or other disposition
of a portion of the property so held in trust that no future sale, mortgage,
pledge or other disposition mkde made thereof without the consent of such
company; except by decree or order of a court of competent jurisdiction;

(b) Provided:

(1) That such company may execute what are known as transportation or
warehousing bonds for United States internal reveames to an amount
equal to fifty per centum (50%) of its policyholders' surplus;

(2)  That, when the penalty of the suretyship obligation exceeds the amount of a
judgment described therein as appealed from and thereby secured, or
exceeds the amount of tisebject matter in controversy or of the estate in
the hands of the fiduciary for the performance of whose duties it is
conditioned, the bond may be executed if the actual amount of the judgment
or the subject matter in controversy or estate not subjdoe teupervision or
control of the surety is not in excess of such limitation; and

(3) That, when the penalty of the suretyship obligation executed for the
performance of a contract exceeds the contract price, the latter shall be taken
as the basis for estiating the limit of risk within the meaning of this
section.

(c) No such company shall, anything to the contrary in this section notwithstanding,
execute suretyship obligations guaranteeing the deposits of any single financial institution in an
aggregate rmount in excess of ten per centum (10%) of the policyholders' surplus of such
surety, unless it shall be protected in excess of that amount by credits in accordance with
subdivisions (1), (2), (3) or (4) of subsection (a) of this section: Provided, nathitigs
section shall be construed to make invalid any contract entered into by such company with
another person, firm, corporation or municipal corporation, notwithstanding any provisions of
this section(1911, c. 28; C.S., s. 6382; 1931, c. 285; 1848/7.)

§ 583-115. Twisting with respect to insurance policies; penalties.

No insurer shall make or issue, or cause to be issued, any written or oral statement that
willfully misrepresents or willfully makes an incomplete comparison as to the terms,
conditions, or benefits contained in any policy of insurance for the purpose of inducing or
attempting to induce a policyholder in any way to terminate or surrender, exchange, or convert
any insurance policy. Any person who violates this section is subjéie tprovisions of G.S.
582-70 or G.S. 58-100. (1961, c. 823; 1987, c. 629, s. 4; c. 787, s. 2; c. 864, ss. 3(a), 74;
1989, c. 485, s. 25; 19982, s. 1.3))

§ 583-120. Discrimination forbidden.
€)) No company doing the business of insurancdedmed in G.S. 58-15 shall make
any discrimination in favor of any person.
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(b) Discrimination between individuals of the same class in the amount of premiums or
rates charged for any policy of insurance covered by Articles 50 through 55 of this Cbapter,
in the benefits payable thereon, or in any of the terms or conditions of such policy, or in any
other manner whatsoever, is prohibit€t03, c. 488, s. 2; 1905, c. 170, s. 2; Rev., s. 4766;
C.S., s. 6430; 1923, c. 4, s. 70; 1925, c. 70, s. 6; 194%8; 1987, c. 629, s. 5; 20@97, s.
4.)

§ 583-121. Discrimination against coverage of certain bones and joints prohibited.

€) Discrimination against coverage of procedures involving bones or joints of the jaw,
face, or head is prohibited in any lieabenefit plan. Whenever a health benefit plan provides
coverage on a group or individual basis for diagnostic, therapeutic, or surgical procedures
involving bones or joints of the human skeletal structure, that plan may not exclude or deny the
same coveage for procedures involving any bone or joint of the jaw, face, or head, so long as
the procedure is medically necessary to treat a condition which prevents normal functioning of
the particular bone or joint involved and the condition is caused by cdtaigdaformity,
disease, or traumatic injury. The coverage required by this section involving bones or joints of
the jaw, face, or head shall be subject to the same conditions and limitations as are applicable to
coverage of procedures involving other baead joints of the human skeletal structure.

(b) For purposes of this section, in providing coverage for the treatment of conditions of
the jaw (temporomandibular joint), authorized therapeutic procedures shall include splinting
and use of intraoral prdsgtic appliances to reposition the bones. Payment for these therapeutic
procedures, and for procedures involved in any other nonsurgical treatment of
temporomandibular joint dysfunction, may be subjected to a reasonable lifetime maximum
dollar amount. Notimg in this subsection shall require a health benefit plan to cover
orthodontic braces, crowns, bridges, dentures, treatment for periodontal disease, dental root
form implants, or root canals.

(c) For purposes of this section, "health benefit plan" meamsdent and health
insurance policies or certificates; nonprofit hospital or medical service corporation contracts;
health, hospital, or medical service corporation plan contracts; health maintenance (HMO)
subscriber contracts; and plans provided by a MEWAplans provided by other benefit
arrangements, to the extent permitted by ERI8AR95, c. 483, s. 1.)

8§ 583-122. Anesthesia and hospital charges necessary for safe and effective
administration of dental procedures for young children, persons with s#us
mental or physical conditions, and persons with significant behavioral
problems; coverage in health benefit plans.
(@  All health benefit plans shall provide coverage for payment of anesthesia and
hospital or facility charges for services performedaihospital or ambulatory surgical facility
in connection with dental procedures for children below the age of nine years, persons with
serious mental or physical conditions, and persons with significant behavioral problems, where
the provider treating thpatient involved certifies that, because of the patient's age or condition
or problem, hospitalization or general anesthesia is required in order to safely and effectively
perform the procedures. The same deductibles, coinsurance, network requirene€iita] m
necessity provisions, and other limitations as apply to physical illness benefits under the health
benefit plan shall apply to coverage for anesthesia and hospital or facility charges required to
be covered under this section.
(b)  As used in this s#ion, the term:
(1) "Health benefit plan” means an accident and health insurance policy or
certificate; a nonprofit hospital or medical service corporation contract; a
health maintenance organization subscriber contract; a plan provided by a
multiple empbyer welfare arrangement; or a plan provided by another
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benefit arrangement, to the extent permitted by the Employee Retirement

Income Security Act of 1974, as amended, or by any waiver of or other

exception to that Act provided under federal law or reguia "Health

benefit plan” does not mean any plan implemented or administered by the

North Carolina Department of Health and Human Services or the United

States Department of Health and Human Services, or any successor agency,

or its representatives. "Hiéa benefit plan" also does not mean any of the

following kinds of insurance:

Accident.

Credit.

Disability income.

Long-term care or nursing home care.

Medicare supplement.

Specified disease.

Dental or vision.

Coverage issued as applement to liability insurance.

Workers' compensation.

Medical payments under automobile or homeowners.

Hospital income or indemnity.

l. Insurance under which benefits are payable with or without regard to
fault and that is statutorily requirdd be contained in any liability
policy or equivalent selinsurance.

(2)  "Insurer" includes an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
organization organized underrtle 67 of this Chapter, or a multiple
employer welfare arrangement subject to Article 49 of this Chapter.
(1999134, s.1))
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§ 583-125. Repealed by Session Laws 19882, s. 1.1.

§ 583-130. Agent, adjuster, etc., acting without a license atiolating insurance law.

If any person shall assume to act either as principal, agent, broker, limited representative,
adjuster or motor vehicle damage appraiser without license as is required by law or, pretending
to be a principal, agent, broker, limitedpresentative, adjuster or licensed motor vehicle
damage appraiser, shall solicit, examine or inspect any risk, or shall examine into, adjust, or aid
in adjusting any loss, investigate or advise relative to the nature and amount of damages to
motor vehites or the amount necessary to effect repairs thereto, or shall receive, collect, or
transmit any premium of insurance, or shall do any other act in the soliciting, making or
executing any contract of insurance of any kind otherwise than the law pemassponcipal
or agent shall violate any provision of law contained in Articles 1 through 64 of this Chapter,
the punishment for which is not elsewhere provided for, he shall be deemed guilty of a Class 1
misdemeanor(1899, c. 54, s. 115; Rev., s. 3490S., s. 6310; 1945, c. 458; 1949, c. 958, s. 1,
1951, c. 105, s. 1; 1971, c. 757, s. 7; 1985, c. 666, s. 20; 1987, c. 629, s. 9; 1993, c. 539, s. 448;
1994, Ex. Sess., c. 24, s. 14(c).)

§ 583-135. Certain insurance activities by lenders with customernsrohibited.

No lender shall require the purchase of insurance from such lender or subsidiary or affiliate
of such lender as a condition to the making, renewing or refinancing of any loan or to the
establishing of any of the terms or conditions of such .ldsenders shall not include
organizations of the Farm Credit Systga©85, c. 679, s. 1.)
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8 583-140. Temporary contracts of insurance permitted.

A lender engaged in making or servicing real estate mortgage or deed of trust loans on one
to four family esidences shall accept as evidence of insurance a temporary written contract of
insurance meeting the requirements of G.S4420(4) and issued by any duly licensed
insurance agent, broker, or insurance company.

Nothing herein prohibits the lender fromfusing to accept a binder or from disapproving
such insurer or agent provided such refusal or disapproval is reasonable.

Such lender need not accept a binder unless such binder:

(2) Includes:
The name and address of the insured,;
The name and addreskthe mortgagee;
A description of the insured collateral,
A provision that it may not be cancelled within a term of the binder
except upon 10 days' written notice to the mortgagee; and
e. The amount of insurance bound.
(2) Is accompanied by a paidceipt for one year's premium, except in the case
of the renewal of a policy subsequent to the closing of a loan; and
3) Includes an undertaking of agent to use his best efforts to have the insurance
company issue a policy.

The Department may require bigrs to contain any additional information to permit the
binders to comply with the reasonable requirements of Fannie Mae, the Government National
Mortgage Association, or the Federal Home Loan Mortgage Corporation for purchase of
mortgage loang1989, c459, s. 1; 1991, c. 720, s. 4; 26487, s. 14(f).)

apop

§ 583-145. Solicitation, negotiation or payment of premiums on insurance policies.

An insurer, agent, or broker may accept payment of an insurance premium by credit card or
debit card if the insurercaepting payment by credit card or debit card meets the following
conditions:

(1) The insurer complies with the prohibition against unfair discrimination
contained in G.S. 583-15(7).

(2)  The insurer pays the fees charged by the credit card companyibcakeb
issuer for the payment of premiums by credit card or debit céll67, c.
1245; 1979, c. 528; 1991, c. 720, s. 7; 1389, s. 1; 201215, s. 1.)

§ 583-147. Credit card guaranty or collateral prohibited.

No insurer, representative of any insurer, or insurance broker shall enter into any
arrangement that involves the sale of insurance or the pledging of existing insurance as
guaranty or collateral for the issuance of any credit 48983, c. 226, s. 9, 804, s. 40.)

§ 583-150. Forms to be approved by Commissioner.

€)) It is unlawful for any insurance company licensed and admitted to do business in
this State to issue, sell, or dispose of any policy, contract, certificate, or certificate of insurance,
or use applications in connection therewith, until the forms of the same have been submitted to
and approved by the Commissioner, and copies filed in the Department. If a policy form filing
is disapproved by the Commissioner, the Commissioner may retirfilitly to the filer. As
used in this section, "policy form" includes endorsements, riders, or amendments to policies
that have already been approved by the Commissioner.

(b) With respect to group and blanket accident and health insurance, group life
insurance, and group annuity policies issued and delivered to a trust or to an association outside
of this State and covering persons resident in this State, the group certificates to be delivered or
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issued for delivery in this State shall be filed with andraped by the Commissioner pursuant
to subsection (a) of this section.

(© If not submitted electronically, all contracts, literature, advertising materials, letters,
and other documents submitted to the Department to comply with the filing requirements of
this Chapter or an administrative rule adopted pursuant to this Chapter shall be submitted on
paper eight and orealf inches by eleven inches. Brochures and pamphlets shall not be stapled
or bound.

(d)  As used in this section, "certificate of insuranocegans a document prepared or
issued by an insurance company or producer that is used to verify or evidence the existence of
property or casualty insurance coverage. "Certificate” or "certificate of insurance" shall not
include a document prepared or issigdan insurance company or producer that is used to
verify or evidence the existence of property insurance provided to a lender covering real or
personal property which serves as the lender's security for commercial mortgages. For purposes
of this section"commercial mortgages" shall mean mortgages or other instruments given for
the purpose of creating a lien encumbering office, multiunit residential, apartments,
commercial, or industrial properties. Commercial mortgages shall not include a lien
encumbemg one to four-family residential properties.

(e) A certificate of insurance is not a policy of insurance and does not amend, extend,
or alter the coverage afforded by the policy to which the certificate of insurance makes
reference. A certificate of insance shall not confer to a certificate of insurance holder new or
additional rights beyond what the referenced policy of insurance expressly provides.

() It is unlawful for any person to knowingly prepare, issue, request, or require a
certificate of insuance that meets any of the following criteria:

(1) Has not been filed with and approved by the Commissioner.

(2) Contains any false or misleading information concerning the policy of
insurance to which the certificate of insurance makes reference.

3) Pumports to alter, amend, or extend the coverage provided by the policy of
insurance to which the certificate of insurance makes reference.

(@ A holder of a certificate of insurance shall have a legal right to notice of
cancellation, nonrenewal, or any ma&eéchange, or any similar notice concerning a policy of
insurance, only if the holder is named within the policy or any endorsement and the policy or
endorsement requires notice to be provided to the holder. The terms and conditions of the
notice, includng the required timing of the notice, are governed by the policy of insurance and
cannot be altered by a certificate of insuran@®07, c. 879; 1913, c. 139; C.S., s. 6312; 1945,
c.377;1987, c. 752, s. 7; 1989, c. 485, s. 9; 1991, c. 720, ss. 99311506, s. 1; 199311,

s. 37.3(a); 200290, s. 3; 2011196, s. 3.)

§ 583-151. Deemer provisions.

No entity subject to the Commissioner's jurisdiction and regulation shall be fined or
penalized by the Commissioner for using forms, contracts, stdseadf premiums, or other
documents required to be filed and approved under this Chapter or for executing contracts
required to be filed and approved under this Chapter if those forms, contracts, schedules of
premiums, or other documents have been bydeemed to have been approved, and the entity
has notified the Commissioner before using the filing or executing the contract that the law has
deemed the filing or the contract to be approy2d01334, s. 14.)

§ 583-152. Excess liability policies; unisured and underinsured motorist coverages.

With respect to policy forms that provide excess liability coverage, an insurer may limit or
exclude coverage for uninsured motorists as provided in G.272Q21(b)(3) and for
underinsured motorists as provideds.S. 20279.21(b)(4)(1997%396, s. 1.)
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§ 583-155. Business transacted with insurecontrolled brokers.

(@  Asused in this section:

(1) "Broker" means a person who, being a licensed agent, obtains insurance for
another party through a duly authodzagent of an insurer that is licensed to
do business in this State but for which the broker is not authorized to act as
agent.

(2)  "Control" or "controlled" means the direct or indirect possession of the
power to direct or cause the direction of the managnt and policies of a
person, whether through the ownership of voting securities, by contract other
than a commercial contract for goods or nonmanagement services, or
otherwise, unless the power is the result of an official position with or a
corporate ffice held by the person. Control is presumed to exist if any
person directly or indirectly owns, controls, holds with the power to vote, or
holds proxies representing ten percent (10%) or more of the voting securities
of any other person.

(b) TheCommissioner may determine, after furnishing all persons in interest notice and
opportunity to be heard and making specific findings of fact to support that determination, that
control exists in fact, notwithstanding the absence of a presumption to fbat. &fhe
Commissioner may determine upon application that any person does not or will not upon the
taking of some proposed action control another person. The Commissioner may prospectively
revoke or modify that determination, after notice and opportaaitye heard whenever in the
Commissioner's judgment revocation or modification is consistent with this section.

(c) No licensed property or casualty insurer that has control of a broker may accept
insurance from the broker in any transaction in which tio&dy, when the insurance is placed,
is acting as such on behalf of the insured for any compensation, commission, or thing of value
unless the broker, before the effective date of the coverage, delivers written notice to the
prospective insured disclosirige relationship between the insurer and broker. The disclosure
must be signed by the insured and must be retained in the insurer's underwriting file until the
completion and release of the examination report under G-2188 through G.S. 58-134
for the period in which the coverage is in effect. If the insurance is placed through a subbroker
that is not a controlled broker, the controlling insurer shall retain in its records a signed
commitment from the subbroker that the subbroker is aware of themsldp between the
insurer and the broker and that the subbroker has notified or will notify the insured.

(d) This section does not affect the rights of policyholders, claimants, creditors, or other
third parties(1991, c. 681, s. 9; 1998832, s. 11.1.)

§ 583-160. Sale of company or major reorganization; license to be restricted.

The Commissioner shall restrict the license by prohibiting new or renewal insurance
business transacted in this State by any licensed insurer that, in anticipation obfitkale
insurer to new owners or a major reorganization of the business or management of the insurer,
transfers all of its existing insurance business to another insurer through an assumption
reinsurance agreement or does not write any new insurance Buineser one year. The
restriction shall remain in force until after the insurer has filed the following information with
the Commissioner and the Commissioner has granted approval:

(2) Biographical information in a form acceptable to the Commissiarezdch
new owner, director, or management person;

(2) A detailed and complete plan of operation describing the kinds of insurance
to be written and the method in which the reorganized insurer will perform
its various functions;

(3) Financial projectionsfahe anticipated operational results of the reorganized
insurer for the succeeding three years based on the capitalization of the
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(4)

reorganized insurer and its plan of operation, which must be prepared by a
properly qualified individual, be in sufficient @& for a complete analysis

to be performed, and be accompanied by a list of the assumptions used in
making the projections; and

Any other information the Commissioner considers to be pertinent for a
proper analysis of the reorganized insu(&®91,c. 681, s. 10.)

§ 583-165. Business transacted with producecontrolled property or casualty insurers.
(@)  Asused in this section:

(1)

(2)

3)

(4)
(5)
(6)

(7)

"Accredited state" means a state in which the insurance department or
regulatory agency has qualified as meetingnim@mum financial regulatory
standards promulgated and established from time to time by the NAIC.
"Captive insurer" means an insurance company that is owned by another
organization and whose exclusive purpose is to insure risks of the parent
organizaton and affiliated companies. In the case of groups and
associations, "captive insurer" means an insurance organization that is
owned by the insureds, and whose exclusive purpose is to insure risks of
member organizations or group members and their affdliat

"Control" and its cognates mean the direct or indirect possession of the
power to direct or cause the direction of the management and policies of a
person, whether through the ownership of voting securities, by contract other
than a commercial cordct for goods or nonmanagement services, or
otherwise, unless the power is the result of an official position with or
corporate office held by the person. Control is presumed to exist if any
person directly or indirectly owns, controls, holds with the g@ote vote, or
holds proxies representing ten percent (10%) or more of the voting securities
of any other person.

"Controlled insurer" means an insurer that is controlled, directly or
indirectly, by a producer.

"Controlling producer® means a produc who, directly or indirectly,
controls an insurer.

"Insurer" means any person licensed to write property or casualty insurance
in this State. "Insurer” does not mean a risk retention group under Article 22
of this Chapter, residual market mechanigrimt underwriting authority, nor
captive insurer.

"Producer" means an insurance broker or brokers or any other person, when,
for any compensation, commission, or other thing of value, that person acts
or aids in any manner in soliciting, negotiatiiog,procuring the making of

any insurance contract on behalf of an insured other than that person.
"Producer" does not mean an exclusive agent or any independent agent
acting on behalf of a controlled insurer, including any subagent or
representative of theagent, who acts as such in the solicitation of,
negotiation for, or procurement or making of an insurance contract, if the
agent is not also acting in the capacity of an insurance broker in the
transaction in question.

(b) The Commissioner may determiradter furnishing all persons in interest notice and
opportunity to be heard and making specific findings of fact to support the determination, that
control exists in fact, notwithstanding the absence of a presumption to that effect. The
Commissioner may dermine upon application that any person does not or will not upon the
taking of some proposed action control another person. The Commissioner may prospectively
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revoke or modify that determination, after notice and opportunity to be heard, whenever in the
Commissioner's judgment revocation or modification is consistent with this section.

(c) This section applies to insurers that are either domiciled in this State or domiciled in
a state that is not an accredited state having in effect a substantially Emildhe provisions
of Article 19 of this Chapter, to the extent they are not superseded by this section, apply to all
parties within holding company systems subject to this section.

(d)  The provisions of this section apply if, in any calendar yearagfggegate amount
of gross written premiums on business placed with a controlled insurer by a controlling
producer is equal to or greater than five percent (5%) of the admitted assets of the controlled
insurer, as reported in the controlled insurer's mesént annual statement or its quarterly
statement filed as of September 30 of the prior year. The provisions of this section do not apply
if:

(1)  The controlling producer places insurance only with the controlled insurer,
or only with the controlled insureand a member or members of the
controlled insurer's holding company system, or the controlled insurer's
parent, affiliate, or subsidiary and receives no compensation based upon the
amount of premiums written in connection with that insurance; and the
cortrolling producer accepts insurance placements only from nonaffiliated
subproducers, and not directly from insureds; and

(2)  The controlled insurer, except for insurance business written through a
residual market mechanism, accepts insurance business fiamy a
controlling producer, a producer controlled by the controlled insurer, or a
producer that is a subsidiary of the controlled insurer.

(e) A controlled insurer shall not accept business from a controlling producer and a
controlling producer shall ngilace business with a controlled insurer unless there is a written
contract between the producer and the insurer specifying the responsibilities of each party, and
unless the contract has been approved by the board of directors of the insurer and abntains
of "the following minimum provisions:

(1) The insurer may terminate the contract for cause, upon written notice to the
producer. The insurer shall suspend the producer's authority to write
business during the pendency of any dispute regarding the t@udee
termination.

(2)  The producer shall render accounts to the insurer detailing all material
transactions, including information necessary to support all commissions,
charges, and other fees received by, or owing to, the producer.

3) The produceshall remit all funds due under the contract terms to the insurer
on at least a monthly basis. The due date shall be fixed so that premiums or
installments of premiums collected shall be remitted no later than 90 days
after the effective date of any poligjaced with the insurer under this
contract.

(4)  The producer shall hold all funds collected for the insurer's account in a
fiduciary capacity, in one or more appropriately identified bank accounts in
banks that are members of the Federal Reserve Syistaogordance with
the provisions of this Chapter as applicable. Funds of a producer who is not
required to be licensed in this State shall be maintained in compliance with
the requirements of the producer's domiciliary jurisdiction.

(5) The producer shalmaintain separately identifiable records of business
written for the insurer.

(6)  The producer shall not assign the contract in whole or in part.

(7 The insurer shall provide the producer with its underwriting standards, rules
and procedures, the manwsatting forth the rates to be charged, and the
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(f)

()

(h)

(8)

(9)

(10)

(11)

conditions for the acceptance or rejection of risks. The producer shall adhere
to the standards, rules, procedures, rates, and conditions. The standards,
rules, procedures, rates, and conditions shall bestime sis those applicable

to comparable business placed with the insurer by a producer other than a
controlling producer.

The rates and terms of the producer's commissions, charges, or other fees
and the purposes for the charges or fees. The rates aothmissions,
charges, and other fees shall be no greater than those applicable to
comparable business placed with the insurer by producers other than
controlling producers. For the purposes of this subdivision and subdivision
(7) of this subsection, "compable business" includes the same lines of
insurance, same kinds of insurance, same kinds of risks, similar policy
limits, and similar quality of business.

If the contract provides that the producer, on insurance business placed with
the insurer, isd be compensated contingent upon the insurer's profits on that
business, then the compensation shall not be determined and paid until at
least five years after the premiums on liability insurance are earned and at
least one year after the premiums are edron any other insurance. In no
event shall the commissions be paid until the adequacy of the insurer's
reserves on remaining claims has been independently verified under
subsection (g) of this section.

A limit on the producer's writings in relatida the insurer's surplus and total
writings. The insurer may establish a different limit for each line or subline
of business. The insurer shall notify the producer when the applicable limit
is approached and shall not accept business from the prodticeriiit is
reached. The producer shall not place business with the insurer if it has been
notified by the insurer that the limit has been reached.

The producer may negotiate but shall not bind reinsurance on behalf of the
insurer on business the piecer places with the insurer; however, the
producer may bind facultative reinsurance contracts under obligatory
facultative agreements if the producer's contract with the insurer contains
underwriting guidelines including, for both reinsurance assumedeohed,

a list of reinsurers with which the automatic agreements are in effect, the
coverages and amounts or percentages that may be reinsured, and
commission schedules.

Every controlled insurer shall have an audit committee, consisting of independent
directors, of the insurer's board of directors. The audit committee shall meet annually with the
insurer's management, the insurer's independent certified public accountants, and an
independent casualty actuary or another independent loss reserve $pmualigable to the
Commissioner, to review the adequacy of the insurer's loss reserves.

In addition to any other required loss reserve certification, the controlled insurer
shall, on or before April 1 of each year, file with the Commissioner an opiofoan
independent casualty actuary or of another independent loss reserve specialist acceptable to the
Commissioner, reporting loss ratios for each kind of insurance written and attesting to the
adequacy of loss reserves established for losses incurdedusstanding and for incurred but

not reported losses as of the end of the prior calendar year on business placed by the producer.

The controlled insurer shall report annually to the Commissioner the amount of

commissions paid to the controlling praxér, the percentage that amount represents of the net
premiums written, and comparable amounts and percentages paid to noncontrolling producers
for placements of the same kinds of insurance.
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) The controlling producer, before the effective date of aolcy shall deliver
written notice to the prospective insured disclosing the relationship between the producer and
the controlled insurer: However, if the business is placed through a subproducer who is not a
controlling producer, the controlling producsall retain in the controlling producer's records
a signed commitment from the subproducer that the subproducer is aware of the relationship
between the insurer and the producer and that the subproducer has or will notify the prospective
insured.

()] If the Commissioner believes that a controlling producer or any other person has not
materially complied with this section or with any rule adopted or order issued under this
section, after notice and opportunity to be heard, the Commissioner may ordenttiodicg
producer to stop placing business with the controlled insurer. If it is found that, because of the
material noncompliance, the controlled insurer or any policyholder of the controlled insurer has
suffered any loss or damage, the Commissioner mmapntain a civil action or intervene in an
action brought by or on behalf of the insurer or policyholder for recovery of compensatory
damages for the benefit of the insurer or policyholder or other appropriate relief.

(K) If an order for liquidation or retbilitation of the controlled insurer has been entered
under Article 30 of this Chapter, and the receiver appointed under that order believes that the
controlling producer or any other person has not materially complied with this section or any
rule adoptd or order issued under this section, and the insurer suffered any loss or damage
therefrom, the receiver may maintain a civil action for recovery of damages or other
appropriate sanctions for the benefit of the insurer.

) In addition to any other remexi provided in this section, whenever the
Commissioner believes that a person has not materially complied with this section, the
Commissioner may institute a proceeding under G.S2-68 or under G.S. 58-70. In
addition to the civil penalty or restitotm proceedings provided for in G.S.-880, the
Commissioner may issue a cease and desist order against the person.

(m)  This section does not affect the Commissioner's right to impose any other penalties
provided for in this Chapter nor the rights of pgholders, claimants, creditors, or other third
parties.

(n) Controlled insurers and controlling producers who are not in compliance with
subsection (e) of this section on October 1, 1991, have until December 1, 1991, to come into
compliance and shall corypwith subsection (i) of this section beginning with all policies
written or renewed on or after December 1, 192991, c. 681, s. 28; c. 720, s. 92.)

8§ 583-167. Applicability of acts of the General Assembly to health benefit plans.
(@)  Asused inhis section:

(1) "Health benefit plan" means an accident and health insurance policy or
certificate; a nonprofit hospital or medical service corporation contract; a
health maintenance organization subscriber contract; a plan provided by a
multiple employerwelfare arrangement; or a plan provided by another
benefit arrangement, to the extent permitted by the Employee Retirement
Income Security Act of 1974, as amended, or by any waiver of or other
exception to that act provided under federal law or regulatibiealth
benefit plan" does not mean any plan implemented or administered by the
North Carolina or United States Department of Health and Human Services,
Or any successor agency, or its representatives. "Health benefit plan” does
not mean any plan condisg of one or more of any combination of benefits
described in G.S. 588-25(b).

(2)  "Insurer" includes an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
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organization orgamed under Article 67 of this Chapter, and a multiple
employer welfare arrangement subject to Article 49 of this Chapter.

(b) Whenever a law is enacted by the General Assembly on or after October 1, 1999
that applies to a health benefit plan, the term 'thdagnefit plan” shall be defined for purposes
of that law as provided in subsection (a) of this section unless that law provides a different
definition or otherwise expressly provides that the definition in this section is not applicable.

(© Whenever adw is enacted by the General Assembly that applies to health benefit
plans that are delivered, issued for delivery, or renewed on and after a certain date, the renewal
of a health benefit plan is presumed to occur on each anniversary of the date orowtiage
was first effective on the person or persons covered by the health benef(lpR#294, s. 5;
1999456, s. 16; 200298, s. 7.2; 200484, s. 43.5.)

8§ 583-168. Coverage for postmastectomy inpatient care.

@) Every entity providing a healthenefit plan that provides coverage for mastectomy,
including coverage for postmastectomy inpatient care, shall ensure that the decision whether to
discharge the patient following mastectomy is made by the attending physician in consultation
with the patiat, and shall further ensure that the length of postmastectomy hospital stay is
based on the unique characteristics of each patient taking into consideration the health and
medical history of the patient.

(b)  As used in this section, "health benefit planggans accident and health insurance
policies or certificates; nonprofit hospital or medical service corporation contracts; health,
hospital, or medical service corporation plan contracts; health maintenance organization
(HMO) subscriber contracts; and ptaprovided by a MEWA or plans provided by other
benefit arrangements, to the extent permitted by ERISA.

(c) As used in this section, "mastectomy” means the surgical removal of all or part of a
breast as a result of breast cancer or breast dig@89&440, s. 1.)

§ 583-169. Required coverage for minimum hospital stay following birth.
€) Definitions.i As used in this section:
(1) "Attending providers" includes:

a. The obstetriciargynecologists, pediatricians, family physicians, and
other physiciangrimarily responsible for the care of a mother and
newborn; and

b. The nurse midwives and nurse practitioners primarily responsible for
the care of a mother and her newborn child in accordance with State
licensure and certification laws.

(2) "Health beneti plan® means an accident and health insurance policy or

certificate; a nonprofit hospital or medical service corporation contract; a

health maintenance organization subscriber contract; a plan provided by a

multiple employer welfare arrangement; or a plaovided by another

benefit arrangement, to the extent permitted by the Employee Retirement

Income Security Act of 1974, as amended, or by any waiver of or other

exception to that Act provided under federal law or regulation. "Health

benefit plan" does rianean any of the following kinds of insurance:
Accident,
Credit,
Disability income,
Long-term or nursing home care,
Medicare supplement,
Specified disease,
Dental or vision,

@rooooTp
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h. Coverage issued as a supplement to liability insurance,
Workers' compensation,
Medical payments under automobile or homeowners, and
K. Insurance under which benefits are payable with or without regard to
fault and that is statutorily required to be contained in any liability
policy or equivalent selinsurance.
l. Hospital income or indemnity.

(3) "Insurer" means an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
organization organized under Article 67 of this Chapter, andublipie
employer welfare arrangement subject to Article 49 of this Chapter.

(b) In General.i Except as provided in subsection (c) of this section, an insurer that
provides a health benefit plan that contains maternity benefits, including benefits dbirdil
shall ensure that coverage is provided with respect to a mother who is a participant, beneficiary,
or policyholder under the plan and her newborn child for a minimum of 48 hours of inpatient
length of stay following a normal vaginal delivery, andnamimum of 96 hours of inpatient
length of stay following a cesarean section, without requiring the attending provider to obtain
authorization from the insurer or its representative.

(c) Exception.T Notwithstanding subsection (b) of this section, an r@sus not
required to provide coverage for postdelivery inpatient length of stay for a mother who is a
participant, beneficiary, or policyholder under the insurer's health benefit plan and her newborn
child for the period referred to in subsection (b)ha$ section if:

(1) A decision to discharge the mother and her newborn child before the
expiration of the period is made by the attending provider in consultation
with the mother; and

(2)  The health benefit plan provides coverage for postdelivery falijpware as
described in subsections (d) and (e) of this section.

(d) Postdelivery FollonUp Care.i In the case of a decision to discharge a mother and
her newborn child from the inpatient setting before the expiration of 48 hours following a
normal vaginadelivery or 96 hours following a cesarean section, the health benefit plan shall
provide coverage for timely postdelivery care. This health care shall be provided to a mother
and her newborn child by a registered nurse, physician, nurse practitioner mdveife, or
physician assistant experienced in maternal and child health in:

Q) The home, a provider's office, a hospital, a birthing center, an intermediate
care facility, a federally qualified health center, a federally qualified rural
health clinic,or a State health department maternity clinic; or

(2)  Another setting determined appropriate under federal regulations
promulgated under Title VI of Public Law 1204.

The attending provider in consultation with the mother shall decide the most appropriat
location for followup care.

(e) Timely Care.i As used in subsection (d) of this section, "timely postdelivery care"”
means health care that is provided:

(2) Following the discharge of a mother and her newborn child from the
inpatient setting; and

(2) In a manner that meets the health care needs of the mother and her newborn
child, that provides for the appropriate monitoring of the conditions of the
mother and child, and that occurs not later than thehot2 period
immediately following discharge.

() Prohibitions.i An insurer shall not:

— —
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(2) Deny enrollment, renewal, or continued coverage with respect to its health
benefit plan to a mother and her newborn child who are participants,
beneficiaries, or policyholders, based on compliance with this section;

(2) Provide monetary payments or rebates to mothers to encourage the mothers
to request less than the minimum coverage required under this section;

3) Penalize or otherwise reduce or limit the reimbursement of an attending
provider because the providerropided treatment to an individual
policyholder, participant, or beneficiary in accordance with this section; or

4) Provide monetary or other incentives to an attending provider to induce the
provider to provide treatment to an individual policyholdertipgant, or
beneficiary in a manner inconsistent with this section.

(9) Effect on Mother.T Nothing in this section requires that a mother who is a
participant, beneficiary, or policyholder covered under this section:

(1) Give birth in a hospital; or

(2)  Stay in the hospital for a fixed period of time following the birth of her child.

(h) Level and Type of ReimbursemenisNothing in this section prevents an insurer
from negotiating the level and type of reimbursement with an attending provider for care
provided in accordance with this secti¢h997%259, s. 19.)

§ 583-170. Requirements for maternity coverage.

€)) Every entity providing a health benefit plan that provides maternity coverage in this
State shall provide benefits for the necessary catdrantment related to maternity that are no
less favorable than benefits for physical illness generally.

(al) Repealed by Session Laws 19269, s. 20.

(b)  As used in this section, "health benefit plans" means accident and health insurance
policies or ceificates; nonprofit hospital or medical service corporation contracts; health,
hospital, or medical service corporation plan contracts; health maintenance organization
(HMO) subscriber contracts; and plans provided by a MEWA or plans provided by other
berefit arrangements, to the extent permitted by ERI®893, c. 506, s. 2; 1995, c. 517, s. 3.1;
1997259, s. 20.)

§ 583-171. Uniform claim forms.

(@  All claims submitted by health care providers to health benefit plans shall be
submitted on a uniformofm or format that shall be developed by the Department and approved
by the Commissioner. Additional information beyond that contained on the uniform form or
format may be collected subject to rules adopted by the Commissioner. This section applies to
thesubmission of claims in writing and by electronic means.

(b)  After consultation with the North Carolina Industrial Commission, the
Commissioner may include workers' compensation insurance policies as "health benefit plans”
for the purpose of administeririge provisions of this section.

(c) For purposes of this section, "health benefit plans" means accident and health
insurance policies or certificates; nonprofit hospital or medical service corporation contracts;
health maintenance organization (HMO) sulisar contracts and other plans provided by
manageetare organizations; plans provided by a MEWA or plans provided by other benefit
arrangements, to the extent permitted by ERISA; the State Health Plan for Teachers and State
Employees and any optional plamsprograms operating under Part 2 of Article 3 of Chapter
135 of the General Statutes; and medical payment coverages under homeowners and
automobile insurance policie€l993, c. 529, s. 4.2; 2008, s. 8.2; 2003823, s. 28.22A(0);
2007345, s. 12.)

§58-3-172. Notice of claim denied.
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(@) For all claims denied for health care provider services under health benefit plans,
written notification of the denied claim shall be given to the insured and to the health care
provider submitting the claim if theehlth care provider would otherwise be eligible for
payment. This subsection does not apply to insurers subject to BRZB

(b) For purposes of this section, "health benefit plans" means accident and health
insurance policies or certificates; nongtrdfospital or medical service corporation contracts;
health, hospital, or medical service corporation plan contracts; health maintenance organization
(HMO) subscriber contracts and other plans provided by mar@ayedorganizations; plans
provided by a MBVA or plans provided by other benefit arrangements, to the extent permitted
by ERISA; and the State Health Plan for Teachers and State Employees and any optional plans
or programs operating under Part 2 of Article 3 of Chapter 135 of the General S{aRe8s.

c. 529, s. 4.2; 1993 (Reg. Sess., 1994), c. 678, s. 6;-I&MO0s. 4(c); 200298, s. 8.3;
2007323, s. 28.22A(0); 200345, s. 12.)

§ 583-173: Repealed by Session Laws 19259, s. 24.

§ 583-174. Coverage for bone mass measurement for diaggis and evaluation of
osteoporosis or low bone mass.

(&) Every entity providing a health benefit plan shall provide coverage for a qualified
individual for scientifically proven and approved bone mass measurement for the diagnosis and
evaluation of osteaposis or low bone mass. The same deductibles, coinsurance, and other
limitations as apply to similar services covered under the plan shall apply to coverage for bone
mass measurement.

(b) A health benefit plan may provide that bone mass measuremenewitivered if at
least 23 months have elapsed since the last bone mass measurement was performed, except that
a plan must provide coverage for follaywp bone mass measurement performed more
frequently than every 23 months if the follmp measurement is miedlly necessary.
Conditions under which more frequent bone mass measurement coverage may be medically
necessary include, but are not limited to:

(1) Monitoring beneficiaries on lontgrm glucocorticoid therapy of more than
three months.

(2) Allowing for a central bone mass measurement to determine the
effectiveness of adding an additional treatment regimen for a qualified
individual who is proven to have low bone mass so long as the bone mass
measurement is performed 12 to 18 months from the start datleeof
additional regimen.

(c) Nothing in this section shall be construed to require health benefit plans to cover
screening for nonqualified individuals.

(d)  Asused in this section, the term:

Q) "Bone mass measurement” means a scientifically proven rgdaiplo
radioisotopic, or other procedure performed on a qualified individual to
identify bone mass or detect bone loss for the purpose of initiating or
modifying treatment.

(2) "Health benefit plan" means an accident and health insurance policy or
certificate; a nonprofit hospital or medical service corporation contract; a
health maintenance organization subscriber contract; a plan provided by a
multiple employer welfare arrangement; or a plan provided by another
benefit arrangement, to the extent permittgdtiie Employee Retirement
Income Security Act of 1974, as amended, or by any waiver of or other
exception to that act provided under federal law or regulation. "Health
benefit plan” does not mean any plan implemented or administered by the
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(3)

(4)

North Carolina [@partment of Health and Human Services or the United
States Department of Health and Human Services, or any successor agency,
or its representatives. "Health benefit plan" also does not mean any of the
following kinds of insurance:

— —

S@~ooo0oTp

Accident

Credit

Disability income

Long-term care or nursing home care

Medicare supplement

Specified disease

Dental or vision

Shortterm limited duration coverage

Coverage issued as a supplement to liability insurance

Workers' compensation

Medicalpayments under automobile or homeowners

Hospital income or indemnity

Insurance under which benefits are payable with or without regard to
fault and that is statutorily required to be contained in any liability
policy or equivalent selinsurance.

"Insurer" includes an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
organization organized under Article 67 of this Chapter, and a multiple
employer welfare arrangemesubject to Article 49 of this Chapter.

"Qualified individual" means any one or more of the following:

a.

b.
C.

An individual who is estrogedeficient and at clinical risk of
osteoporosis or low bone mass.

An individual with radiographic osteopenia anywé in the skeleton.
An individual who is receiving longerm glucocorticoid (steroid)
therapy.

An individual with primary hyperparathyroidism.

An individual who is being monitored to assess the response to or
efficacy of commonly accepted osteopsis drug therapies.

An individual who has a history of letvauma fractures.

An individual with other conditions or on medical therapies known to
cause osteoporosis or low bone m§s893197, s. 1.)

§ 583-175. Direct payment to governmenagencies.
(@) As used in this section, "health benefit plan" has the same meaning as in G.S.

5850-110(11) and includes the State Health Plan for Teachers and State Employees and any

optional plans or programs operating under Part 2 of Article 3 of Chapteof the General

Statutes.

(b) Every entity providing or administering a health benefit plan covering persons in

this State shall make payment for health care services covered by the health benefit plan that

are provided by any State, county, or citgmgy, directly to the agency providing the services.
(c) This section does not apply to the extent the agency providing the services has been
paid for the services by or on behalf of the person receiving the services.
(d) Nothing in this section shall refja any entity providing or administering a health
benefit plan covering persons in this State to pay any agency directly:
If the agency is outside of the health benefit plan's service area;

(1)



1 (2) If the entity operates a program by which it only pays Health care
2 provider directly upon the acceptance of certain rates and the agency does
3 not accept said rates; or
4 3) If the entity operates a program by which it provides, authorizes, or arranges
5 for a covered person to receive health care from a desdymaovider or
6 refers the covered person to a designated provider, and the agency is not a
7 designated provider(1993, c. 41, s. 1; 206298, s. 8.4; 200323, s.
8 28.22A(0); 2007345, s. 12.)
9
10 8§583-176. Treatment discussions not limited.
11 (&  Aninsurershall not limit either of the following:
12 (1) The participating plan provider's ability to discuss with an enrollee the
13 clinical treatment options medically available, the risks associated with the
14 treatments, or a recommended course of treatment.
15 (2)  The participating plan provider's professional obligations to patients as
16 specified under the provider's professional license.
17 (b)  Nothing in this section shall be construed to expand or revise the scope of benefits
18 covered by a health benefit plan.
19 (c) As usael in this section:
20 (1) "Health benefit plan” means any of the following if written by an insurer: an
21 accident and health insurance policy or certificate; a nonprofit hospital or
22 medical service corporation contract; a health maintenance organization
23 subscriber contract; or a plan provided by a multiple employer welfare
24 arrangement. "Health benefit plan" does not mean any plan implemented or
25 administered through the Department of Health and Human Services or its
26 representatives. "Health benefit planlsa does not mean any of the
27 following kinds of insurance:
28 a. Accident.
29 b. Credit.
30 C. Disability income.
31 d. Long-term or nursing home care.
32 e. Medicare supplement.
33 f. Specified disease.
34 g. Dental or vision.
35 h. Coverage issued as a supplement to liabitisprance.
36 i Workers' compensation.
37 ] Medical payments under automobile or homeowners insurance.
38 K. Hospital income or indemnity.
39 l. Insurance under which benefits are payable with or without regard to
40 fault and that is statutorily required to be contdime any liability
41 policy or equivalent selinsurance.
42 (2) "Insurer" means an entity that writes a health benefit plan and that is an
43 insurance company subject to this Chapter, a service corporation under
44 Article 65 of this Chapter, a health maintenanogaaization under Article
45 67 of this Chapter, or a multiple employer welfare arrangement under Article
46 49 of this Chapte(1997443, s. 11A.122; 199474, s. 1.)
a7
48 §583-177. Uniform prescription drug identification cards.
49 €)) Every health benefit plarhat provides coverage for prescription drugs or devices

50 and that issues a prescription drug card, shall issue to its insureds a uniform prescription drug
51 identification card. The uniform prescription drug identification card shall contain the



information isted in subdivisions (1) through (7) of this subsection in the following order
beginning at the top left margin of the card:

(1)  The health benefit plan's name and/or logo.

(2) The American National Standards Institute assigned Issuer ldentification
Numbe.

(3)  The processor control number.

(4)  Theinsured's group number.

(5)  The health benefit plan's card issuer identifier.

(6) The insured's identification number.

(7)  Theinsured's name.

(b) In addition to the information required under subsection (ag tmiform
prescription drug card shall contain, in one of the lemest elements on the back side of the
card, the following information:

(1)  The health benefit plan's claims submission name and address.

(2)  The health benefit plan's help desk telephamalver and name.

Nothing in this section shall require a health benefit plan to violate a contractual agreement,
service mark agreement, or trademark agreement.

(c) A new uniform prescription drug identification card as required under subsection (a)
of this section shall be issued annually by a health benefit plan if there has been any change in
the insured's coverage in the previous 12 months. A change in the insured's coverage shall
include, but is not limited to, the addition or deletion of a dependeheahsured covered by a
health benefit plan.

(d) Not later than January 1, 2003, the uniform prescription drug identification card
provided under subsection (a) of this section shall contain one of the following mediums
capable of the processing or adpading of a claim through electronic verification:

(1) A magnetic strip.

(2)  Abar code.

(3) Any new technology available that is capable of processing or adjudicating a
claim by electronic verification.

(e)  Asused in this section, "health benefit plamdans an accident and health insurance
policy or certificate; a nonprofit hospital or medical service corporation contract; a health
maintenance organization subscriber contract; a plan provided by a multiple employer welfare
arrangement; or a plan proviatley another benefit arrangement, to the extent permitted by the
Employee Retirement Income Security Act of 1974, as amended, or by any waiver of or other
exception to that Act provided under federal law or regulation. "Health benefit plan” does not
mean ay of the following kinds of insurance:

(1)  Accident.

(2) Credit.

3) Disability income.

(4) Long-term or nursing home care.

(5) Medicare supplement.

(6) Specified disease.

(7 Dental or vision.

(8) Coverage issued as a supplement to liability insurance.

(9)  Workers' compensation.

(10) Medical payments under automobile or homeowners.

(11) Insurance under which benefits are payable with or without regard to fault
and that is statutorily required to be contained in any liability policy or
equivalent selinsuance.

(12) Hospital income or indemnity.
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() This section shall not apply to an entity that has its own facility and employs or
contracts with physicians, pharmacists, nurses, and other health care personnel, to the extent
that the entity dispenses praption drugs or devices from its own pharmacies to its employees
and to enrollees of its health benefit plan. This section does not apply to a health benefit plan
that issues a single identification card to its insureds for all services covered undienthe p
(1999343, s. 1))

§ 583-178. Coverage for prescription contraceptive drugs or devices and for outpatient
contraceptive services; exemption for religious employers.

@) Except as provided in subsection (e) of this section, every insurer provideajth
benefit plan that provides coverage for prescription drugs or devices shall provide coverage for
prescription contraceptive drugs or devices. Coverage shall include coverage for the insertion
or removal of and any medically necessary examinatioocedsd with the use of the
prescribed contraceptive drug or device. Except as otherwise provided in this subsection, the
same deductibles, coinsurance, and other limitations as apply to prescription drugs or devices
covered under the health benefit pl@ialsapply to coverage for prescribed contraceptive drugs
or devices. A health benefit plan may require that the total coinsurance, based on the useful life
of the drug or device, be paid in advance for those drugs or devices that are inserted or
prescribe and do not have to be refilled on a periodic basis.

(b) Every insurer providing a health benefit plan that provides coverage for outpatient
services provided by a health care professional shall provide coverage for outpatient
contraceptive services. Tlsame deductibles, coinsurance, and other limitations as apply to
outpatient services covered under the health benefit plan shall apply to coverage for outpatient
contraceptive services.

(c) As used in this section, the term:

(1) "Health benefit plan® meanan accident and health insurance policy or

certificate; a nonprofit hospital or medical service corporation contract; a
health maintenance organization subscriber contract; a plan provided by a
multiple employer welfare arrangement; or a plan providedabgther
benefit arrangement, to the extent permitted by the Employee Retirement
Income Security Act of 1974, as amended, or by any waiver of or other
exception to that Act provided under federal law or regulation. "Health
benefit plan” does not mean anyaplimplemented or administered by the
North Carolina Department of Health and Human Services or the United
States Department of Health and Human Services, or any successor agency,
or its representatives. "Health benefit plan" also does not mean any of the
following kinds of insurance:

Accident.

Credit.

Disability income.

Long-term care or nursing home care.

Medicare supplement.

Specified disease.

Dental or vision.

Coverage issued as a supplement to liability insurance.

Workers'compensation.

Medical payments under automobile or homeowners.

Hospital income or indemnity.

l. Insurance under which benefits are payable with or without regard to

fault and that is statutorily required to be contained in any liability
policy or equvalent selfinsurance.

S@~oao0oTp
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m. Shortterm limited duration health insurance policies as defined in
Part 144 of Title 45 of the Code of Federal Regulations.

(2)  "Insurer" includes an insurance company subject to this Chapter, a service
corporation organized ued Article 65 of this Chapter, a health maintenance
organization organized under Article 67 of this Chapter, and a multiple
employer welfare arrangement subject to Article 49 of this Chapter.

(3) "Outpatient contraceptive services" means consultationsmiaasons,
procedures, and medical services provided on an outpatient basis and related
to the use of contraceptive methods to prevent pregnancy.

(4)  "Prescribed contraceptive drugs or devices" means drugs or devices that
prevent pregnancy and that are @wed by the United States Food and
Drug Administration for use as contraceptives and obtained under a
prescription written by a health care provider authorized to prescribe
medications under the laws of this State. Prescription drugs or devices
required © be covered under this section shall not include:

a. The prescription drug known as "RAB6" or any "equivalent drug
product” as defined in G.S. 85.27(1).
b. The prescription drug marketed under the name "Preven" or any

"equivalent drug product” as dieéd in G.S. 985.27(1).

(d) A health benefit plan subject to this section shall not do any of the following:

(1) Deny eligibility or continued eligibility to enroll or to renew coverage under
the terms of the health benefit plan, solely for the purpésesaiding the
requirements of this section.

(2) Provide monetary payments or rebates to an individual participant or
beneficiary to encourage the individual participant or beneficiary to accept
less than the minimum protections available under this sectio

3) Penalize or otherwise reduce or limit the reimbursement of an attending
provider because the provider prescribed contraceptive drugs or devices, or
provided contraceptive services in accordance with this section.

(4) Provide incentives, monetary atherwise, to an attending provider to
induce the provider to withhold from an individual participant or beneficiary
contraceptive drugs, devices, or services.

(e) A religious employer may request an insurer providing a health benefit plan to
provide to tke religious employer a health benefit plan that excludes coverage for prescription
contraceptive drugs or devices that are contrary to the employer's religious tenets. Upon
request, the insurer shall provide the requested health benefit plan. An ingwidingr a
health benefit plan requested by a religious employer pursuant to this section shall provide
written notice to each person covered under the health benefit plan that prescription
contraceptive drugs or devices are excluded from coverage puisuéms section at the
request of the employer. The notice shall appear, in not less thaoirtQype, in the health
benefit plan, application, and sales brochure for the health benefit plan. Nothing in this
subsection authorizes a health benefit plaexcdude coverage for prescription drugs ordered
by a health care provider with prescriptive authority for reasons other than contraceptive
purposes, or for prescription contraception that is necessary to preserve the life or health of a
person covered ued the plan. As used in this subsection, the term "religious employer" means
an entity for which all of the following are true:

(1) The entity is organized and operated for religious purposes and is tax exempt
under section 501(c)(3) of the U.S. InternavBnue Code.

(2)  The inculcation of religious values is one of the primary purposes of the
entity.
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(3) The entity employs primarily persons who share the religious tenets of the
entity. (1999231, s. 1; 1999156, s. 15(a).)

§ 583-179. Coverage for coloectal cancer screening.

(@) Every health benefit plan, as defined in G.S.35B57, shall provide coverage for
colorectal cancer examinations and laboratory tests for cancer, in accordance with the most
recently published American Cancer Society guidelioeguidelines adopted by the North
Carolina Advisory Committee on Cancer Coordination and Control for colorectal cancer
screening, for any nonsymptomatic covered individual who is:

(1) Atleast 50 years of age, or

(2) Less than 50 years of age and at higk for colorectal cancer according to
the most recently published colorectal cancer screening guidelines of the
American Cancer Society or guidelines adopted by the North Carolina
Advisory Committee on Cancer Coordination and Control.

The same deductie$, coinsurance, and other limitations as apply to similar services
covered under the plan apply to coverage for colorectal examinations and laboratory tests
required to be covered under this section.

(b) Reserved for future codification purposg€®)01116, s. 1.)

§ 583-180. Motor vehicle repairs; selection by claimant.

(@ A policy covering damage to a motor vehicle shall allow the claimant to select the
repair service or source for the repair of the damage.

(b)  The amount determined by the insurerde payable under a policy covering
damage to a motor vehicle shall be paid regardless of the repair service or source selected by
the claimant.

(b1) No insurer or insurer representative shall recommend the use of a particular motor
vehicle repair service ihout clearly informing the claimant that (i) the claimant is under no
obligation to use the recommended repair service, (ii) the claimant may use the repair service of
the claimant's choice, (iii) the amount determined by the insurer to be payablehendelicy
will be paid regardless of whether or not the claimant uses the recommended repair service, and
(iv) that the insurer or insurer representative has, at the time the recommendations are made, a
financial interest in the recommended motor vehiefeair service. No insurer shall require that
the insured or claimant must have a damaged vehicle repaired at an-avsueer motor
vehicle repair service.

(b2) The provisions of subsection (bl) of this section shall be included in nonfleet
private passeger motor vehicle insurance policy forms promulgated by the Bureau and
approved by the Commissioner.

(© Any person who violates this section is subject to the applicable provisions of G.S.
58-2-70 and G.S. 583-46, provided that the maximum civil penalhat can be assessed under
G.S. 582-70(d) for a violation of this section is two thousand dollars ($2,000).

(d)  As used in this section, "insurer representative” includes an insurance agent, limited
representative, broker, adjuster, and appraf$6@3,c. 525, s. 2; 2006203, s. 26; 200451, s.

1; 2003395, s. 1.)

§ 583-185. Lien created for payment of pastiue child support obligations.

€)) In the event that the Department of Health and Human Services or any other
obligee, as defined in G.S. 11@9, provides written notification to an insurance company
authorized to issue policies of insurance pursuant to this Chapter that a claimant or beneficiary
under a contract of insurance owes ghst child support and accompanies this information
with a cetified copy of the court order ordering support together with proof that the claimant or
beneficiary is past due in meeting this obligation, there is created a lien upon any insurance
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proceeds in favor of the Department or obligee. This section shall apiylyn those instances

in which there is a nonrecurring payment of a lesom amount equal to or in excess of three
thousand dollars ($3,000) or periodic payments with an aggregate amount that equals or
exceeds three thousand dollars ($3,000).

(b) Liens arising under this section shall be subordinate to liens upon insurance
proceeds for personal injuries arising under Article 9 of Chapter 44 of the General Statutes and
valid health care provider claims covered by health benefit plans as defined in 3-3$738
As used in this section, the term health benefit plans does not include disability income
insurance.(1995, c. 538, s. 6(a); 1995 (Reg. Sess., 1996), c. 674, ss. 1, 24439%.
11A.118(a).)

§ 583-190. Coverage required for emergency care.

@ Every insurer shall provide coverage for emergency services to the extent necessary
to screen and to stabilize the person covered under the plan and shall not require prior
authorization of the services if a prudent layperson acting reasonably woultdieved that
an emergency medical condition existed. Payment of claims for emergency services shall be
based on the retrospective review of the presenting history and symptoms of the covered
person.

(b)  With respect to emergency services provided byaltineare provider who is not
under contract with the insurer, the services shall be covered if:

(1) A prudent layperson acting reasonably would have believed that a delay
would worsen the emergency, or

(2)  The covered person did not seek services frontoaiger under contract
with the insurer because of circumstances beyond the control of the covered
person.

(c) An insurer that has given prior authorization for emergency services shall cover the
services and shall not retract the authorization afteréghaces have been provided unless the
authorization was based on a material misrepresentation about the covered person's health
condition made by the provider of the emergency services or the covered person.

(d) Coverage of emergency services shall beesilip coinsurance, goayments, and
deductibles applicable under the health benefit plan. An insurer shall not imposharisy
for emergency services provided under this section that differs from thehaosig that would
have been imposed if the ysician or provider furnishing the services were a provider
contracting with the insurer.

(e) Both the emergency department and the insurer shall make a good faith effort to
communicate with each other in a timely fashion to expedite postevaluation staptiziation
services in order to avoid material deterioration of the covered person's condition within a
reasonable clinical confidence, or with respect to a pregnant woman, to avoid material
deterioration of the condition of the unborn child within as@nable clinical confidence.

0] Insurers shall provide information to their covered persons on all of the following:

(1) Coverage of emergency medical services.

(2) The appropriate use of emergency services, including the use of the "911"
system and othietelephone access systems utilized to access prehospital
emergency services.

(3)  Any costsharing provisions for emergency medical services.

(4) The process and procedures for obtaining emergency services, so that
covered persons are familiar with tHecation of inplan emergency
departments and with the location and availability of othgxiam settings at
which covered persons may receive medical care.

()  Asused in this section, the term:
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(1)

(2)

(3)

(4)

(5)

"Emergency medical condition” means a medical conditimanifesting

itself by acute symptoms of sufficient severity, including, but not limited to,
severe pain, or by acute symptoms developing from a chronic medical
condition that would lead a prudent layperson, possessing an average
knowledge of health and meine, to reasonably expect the absence of
immediate medical attention to result in any of the following:

a. Placing the health of an individual, or with respect to a pregnant
woman, the health of the woman or her unborn child, in serious
jeopardy.

b. Seious impairment to bodily functions.

C. Serious dysfunction of any bodily organ or part.

"Emergency services" means health care items and services furnished or
required to screen for or treat an emergency medical condition until the
condition is stabiked, including prehospital care and ancillary services
routinely available to the emergency department.

"Health benefit plan” means any of the following if written by an insurer: an
accident and health insurance policy or certificate; a nonprofititabsw
medical service corporation contract; a health maintenance organization
subscriber contract; or a plan provided by a multiple employer welfare
arrangement. "Health benefit plan” does not mean any plan implemented or
administered through the Depasgm of Health and Human Services or its
representatives. "Health benefit plan" also does not mean any of the
following kinds of insurance:

Accident.

Credit.

Disability income.

Long-term or nursing home care.

Medicare supplement.

Specifieddisease.

Dental or vision.

Coverage issued as a supplement to liability insurance.

Workers' compensation.

Medical payments under automobile or homeowners insurance.
Hospital income or indemnity.

Insurance under which benefits are payatite or without regard to

fault and that is statutorily required to be contained in any liability
policy or equivalent selinsurance.

"Insurer" means an entity that writes a health benefit plan and that is an
insurance company subject to this Chapterservice corporation under
Article 65 of this Chapter, a health maintenance organization under Article
67 of this Chapter, or a multiple employer welfare arrangement under Article
49 of this Chapter.

"To stabilize" means to provide medical care iBappropriate to prevent a
material deterioration of the person's condition, within reasonable medical
probability, in accordance with the HCFA (Health Care Financing
Administration) interpretative guidelines, policies and regulations pertaining
to respasibilities of hospitals in emergency cases (as provided under the
Emergency Medical Treatment and Labor Act, section 1867 of the Social
Security Act, 42 U.S.C.S. 1395dd), including medically necessary services
and supplies to maintain stabilization unthie person is transferred.
(1997443, s. 11A.122; 199474, s. 2.)

S@roo0oTp
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§ 583-191. Managed care reporting and disclosure requirements.
Each health benefit plan shall annually, on or before the first day of May of each
year, file in the office of the Comissioner the following information for the previous calendar

(@)

year:

(1)

(2)

3)

(4)

The number of and reasons for grievances received from plan participants
regarding medical treatment. The report shall include the number of covered
lives, total number of grievancestegorized by reason for the grievance, the
number of grievances referred to the second level grievance review, the
number of grievances resolved at each level and their resolution, and a
description of the actions that are being taken to correct the prslileat

have been identified through grievances received. Every health benefit plan

shall file with the Commissioner, as part of its annual grievance report, a

certificate of compliance stating that the carrier has established and follows,

for each of itdines of business, grievance procedures that comply with G.S.

58-50-62.

The number of participants and groups who terminated coverage under the

plan for any reason. The report shall include the number of participants who

terminated coverage because #®up contract under which they were
covered was terminated, the number of participants who terminated coverage
for reasons other than the termination of the group under which they were
enrolled, and the number of group contracts terminated.

The numbe of provider contracts that were terminated and the reasons for

termination. This information shall include the number of providers leaving

the plan and the number of new providers. The report shall show voluntary
and involuntary terminations separately.

Data relating to the utilization, quality, availability, and accessibility of

services. The report shall include the following:

a. Information on the health benefit plan's program to determine the
level of network availability, as measured by the numi@nd types
of network providers, required to provide covered services to covered
persons. This information shall include the plan's methodology for:

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

2. Determining when changes in plan membership will
necesgate changes in the provider network.

The report shall also include: the availability performance targets for the

previous and current years; the numbers and types of providers currently

participating in the health benefit plan's provider network; andsaluation

of actual plan performance against performance targets.

b. The health benefit plan's method for arranging or providing health
care services from nonnetwork providers, both within and outside of
its service area, when network providers are notiahla to provide
covered services.

C. Information on the health benefit plan's program to determine the
level of provider network accessibility necessary to serve its
membership. This information shall include the health benefit plan's
methodology for esblishing performance targets for member access
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to covered services from primary care physicians, specialty care

physicians, nonphysician health care providers, hospitals, and

nonhospital health care facilities. The methodology shall establish
targets for:

1. The proximity of network providers to members, as measured
by member driving distance, to access primary care, specialty
care, hospitabased services, and services of nonhospital
facilities.

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

The report shall also include: the accessibility performance targets for the

previous and current years; data on actual overall accessibility as measured

by driving distance andvarage appointment waiting time; and an evaluation

of actual plan performance against performance targets. Measures of actual

accessibility may be developed using scientifically valid random sample
techniques.

d. A statement of the health benefit plan'stimels and standards for
determining whether hmetwork services are reasonably available
and accessible to a covered person, for the purpose of determining
whether a covered person should receive theetwork level of
coverage for services received franmonnetwork provider.

e. A description of the health benefit plan's program to monitor the
adequacy of its network availability and accessibility methodologies
and performance targets, plan performance, and network provider
performance.

f. A summary of tle health benefit plan's utilization review program
activities for the previous calendar year. The report shall include the
number of: each type of utilization review performed,
noncertifications for each type of review, each type of review
appealed, and ppals settled in favor of covered persons. The report
shall be accompanied by a certification from the carrier that it has
established and follows procedures that comply with G.S.0s@L.

Aggregate financial compensation data, including the percentaiy

providers paid under a capitation arrangement, discounteidrfservice or

salary, the services included in the capitation payment, and the range of
compensation paid by withhold or incentive payments. This information
shall be submitted on a forngscribed by the Commissioner.

The name, or group or institutional name, of an individual provider may not be disclosed
pursuant to this subsection. No civil liability shall arise from compliance with the provisions of
this subsection, provided that thésaor omissions are made in good faith and do not constitute
gross negligence, willful or wanton misconduct, or intentional wrongdoing.

(b)  Disclosure requirement$. Each health benefit plan shall provide the following
applicable information to plan paspants and bona fide prospective participants upon request:

(1)

(2)

The evidence of coverage (G.S.-6850), subscriber contract (G.S.
5865-60, 5865-140), health insurance policy (G.S.-5880, 5850-125,
5850-126, 5850-55), or the contract and benefiimmary of any other type

of health benefit plan;

An explanation of the utilization review criteria and treatment protocol under
which treatments are provided for conditions specified by the prospective
participant. This explanation shall be in writiigo requested;
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(bl)

(©)

3)

(4)

(5)

If denied a recommended treatment, written reasons for the denial and an
explanation of the utilization review criteria or treatment protocol upon
which the denial was based,;

The plan's formularies, restricted access drugs ocdg\as defined in G.S.
58-3-221, or prior approval requirements for obtaining prescription drugs,
whether a particular drug or therapeutic class of drugs is excluded from its
formulary, and the circumstances under which a nonformulary drug may be
covered;and

The plan's procedures and medically based criteria for determining whether a
specified procedure, test, or treatment is experimental.

Effective March 1, 1998, insurers shall make the reports that are required under
subsection (a) of this seati and that have been filed with the Commissioner available on their
business premises and shall provide any insured access to them upon request.

For purposes of this section, "health benefit plan” or "plan” means (i) health
maintenance organization KHD) subscriber contracts and (ii) insurance company or hospital
and medical service corporation preferred provider benefit plans as defined in G®5&8
(1997480, s. 1; 199619, s. 1.1; 200834, s. 2.2; 200446, s. 2.1; 200854, s. 13;
2008124,s. 10.1.)

§ 583-200. Miscellaneous insurance and managed care coverage and network provisions.
Definitions.i As used in this section:

(@)

(b)

(1)

(2)

"Health benefit plan” means any of the following if written by an insurer: an
accident and health insuranpelicy or certificate; a nonprofit hospital or
medical service corporation contract; a health maintenance organization
subscriber contract; or a plan provided by a multiple employer welfare
arrangement. "Health benefit plan" does not mean any plan imptednen
administered through the Department of Health and Human Services or its
representatives. "Health benefit plan" also does not mean any of the
following kinds of insurance:

Accident.

Credit.

Disability income.

Long-term or nursing home aar

Medicare supplement.

Specified disease.

Dental or vision.

Coverage issued as a supplement to liability insurance.

Workers' compensation.

Medical payments under automobile or homeowners insurance.
Hospital income or indemnity.

Insurance under which benefits are payable with or without regard to
fault and that is statutorily required to be contained in any liability
policy or equivalent selinsurance.

"Insurer" means an entity that writes a health benefit plan and that is an
insurance company subject to this Chapter, a service corporation under
Article 65 of this Chapter, a health maintenance organization under Article
67 of this Chapter, or a multiple employer welfare arrangement under Article
49 of this Chapter.

S@roo0oTp

Medical Nesessity.i An insurer that limits its health benefit plan coverage to
medically necessary services and supplies shall define "medically necessary services or
supplies” in its health benefit plan as those covered services or supplies that are:
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(2) Providedfor the diagnosis, treatment, cure, or relief of a health condition,
illness, injury, or disease; and, except as allowed under G-$258, not
for experimental, investigational, or cosmetic purposes.

(2) Necessary for and appropriate to the diagnosstment, cure, or relief of a
health condition, illness, injury, disease, or its symptoms.

(3)  Within generally accepted standards of medical care in the community.

(4) Not solely for the convenience of the insured, the insured's family, or the
provider.

For medically necessary services, nothing in this subsection precludes an insurer from
comparing the costffectiveness of alternative services or supplies when determining which of
the services or supplies will be covered.

(c) Coverage Determinations.If an insurer or its authorized representative determines
that services, supplies, or other items are covered under its health benefit plan, including any
determination under G.S. &#-61, the insurer shall not subsequently retract its determination
after the services, supplies, or other items have been provided, or reduce payments for a
service, supply, or other item furnished in reliance on such a determination, unless the
determination was based on a material misrepresentation about the insured'sdmekitn
that was knowingly made by the insured or the provider of the service, supply, or other item.

(d)  Services Outside Provider Networks.No insurer shall penalize an insured or
subject an insured to the eoftnetwork benefit levels offered unddre insured's approved
health benefit plan, including an insured receiving an extended or standing referral under G.S.
58-3-223, unless contracting health care providers able to meet health needs of the insured are
reasonably available to the insured withanreasonable delay.

(e) Nondiscrimination Against HigiRisk Populationsi No insurer shall establish
provider selection or contract renewal standards or procedures that are designed to avoid or
otherwise have the effect of avoiding enrolling higgk populations by excluding providers
because they are located in geographic areas that containdkigiopulations or because they
treat or specialize in treating populations that present a risk of Higlweaverage claims or
health care services utilizan. This subsection does not prohibit an insurer from declining to
select a provider or from not renewing a contract with a provider who fails to meet the insurer's
selection criteria.

() Continuing Care Retirement Community Resident#\s used in thissubsection,
"Medicare benefits" means medical and health products, benefits, and services used in
accordance with Title XVIII of the Social Security Act. If an insured with coverage for
Medicare benefits or similar benefits under a plan for retired fegevarnment employees is a
resident of a continuing care retirement community regulated under Article 64 of this Chapter,
and the insured's primary care physician determines that it is medically necessary for the
insured to be referred to a skilled nugsiacility upon discharge from an acute care facility, the
insurer shall not require that the insured relocate to a skilled nursing facility outside the
continuing care retirement community if the continuing care retirement community:

(2) Is a Medicarecettified skilled nursing facility.
(2)  Agrees to be reimbursed at the insurer's contract rate negotiated with similar
providers for the same services and supplies.
(3)  Agrees not to bill the insured for fees over and above the insurer's contract
rate.
4) Meets all guidelines established by the insurer related to quality of care,
including:
a. Quality assurance programs that promote continuous quality
improvement.
b. Standards for performance measurement for measuring and reporting
the quality of health carservices provided to insureds.
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(5)

C. Utilization review, including compliance with utilization
management procedures.

d. Confidentiality of medical information.
e. Insured grievances and appeals from adverse treatment decisions.
f Nondiscrimination.

Agrees to comply with the insurer's procedures for referral authorization,
risk assumption, use of insurer services, and other criteria applicable to
providers under contract for the same services and supplies.

A continuing care retirement community thatisfas subdivisions (1) through (5) of this
subsection shall not be obligated to accept, as a skilled nursing facility, any patient other than a
resident of the continuing care retirement community, and neither the insurer nor the retirement
community shdlbe allowed to list or otherwise advertise the skilled nursing facility as a
participating network provider for Medicare benefits for anyone other than residents of the
continuing care retirement communifft997443, s. 11A.122; 199819, s. 2.1; 200446, ss.

5(b), 1.2A.)

8§ 583-215. Genetic information in health insurance.
@) Definitions.i As used in this section:

(1)

(2)

3)

"Genetic information” means information about genes, gene products, or

inherited characteristics that may derive from an individuala family

member. "Genetic information” does not include the results of routine

physical measurements, blood chemistries, blood counts, urine analyses,

tests for abuse of drugs, and tests for the presence of human

immunodeficiency virus.

"Health benét plan” means an accident and health insurance policy or

certificate; a nonprofit hospital or medical service corporation contract; a

health maintenance organization subscriber contract; a plan provided by a

multiple employer welfare arrangement; or arplprovided by another

benefit arrangement, to the extent permitted by the Employee Retirement

Income Security Act of 1974, as amended, or by any waiver of or other

exception to that Act provided under federal law or regulation. "Health

benefit plan" doesot mean any plan implemented or administered through

the Department of Health and Human Services or its representatives. "Health

benefit plan" also does not mean any of the following kinds of insurance:

Accident

Credit

Disability income

Long-term or nursing home care

Medicare supplement

Specified disease

Dental or vision

Coverage issued as a supplement to liability insurance

Workers' compensation

Medical payments under automobile or homeowners

Hospital income or indemnity

l. Insurance under which benefits are payable with or without regard to
fault and that is statutorily required to be contained in any liability
policy or equivalent selinsurance

m. Blanket accident and sickness.

"Insurer" means an insurance compaupject to this Chapter; a service

corporation organized under Article 65 of this Chapter; a health maintenance

S@roo0oTp
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organization organized under Article 67 of this Chapter; or a multiple
employer welfare arrangement subject to Article 49 of this Chapter.

(b) For the purpose of this section, routine physical measurements, blood chemistries,
blood counts, urine analyses, tests for abuse of drugs, and tests for the presence of human
immunodeficiency virus are not to be considered genetic tests.

(c) No insurer shal

(2) Raise the premium or contribution rates paid by a group for a group health
benefit plan on the basis of genetic information obtained about an individual
member of the group.

(2) Refuse to issue or deliver a health benefit plan because of genetic
information obtained about any person to be insured by the health benefit
plan.

3) Charge a higher premium rate or charge for a health benefit plan because of
genetic information obtained about any person to be insured by the health
benefit plan.

(d) Notwithstanding any other provision of this section, a health benefit plan, as defined
in G.S. 583-167, and insurers, as defined in G.S-38867, shall comply with all applicable
standards of Public Law 14ZB3, known as the Genetic Information Nondiscrimimatiet of
2008, as amended by Public Law 1348, and as further amended.997350, s. 1; 199443,

s. 11A.118(b); 200882, s. 18.)

§ 583-220. Mental illness benefits coverage.
€) Mental Health Equity Requiremerit. Except as provided in subsectiob),(an
insurer shall provide in each group health benefit plan benefits for the necessary care and
treatment of mental illnesses that are no less favorable than benefits for physical illness
generally, including application of the same limits. For purpasethis subsection, mental
illnesses are as diagnosed and defined in the Diagnostic and Statistical Manual of Mental
Disorders, DSMV, or a subsequent edition published by the American Psychiatric
Association, except those mental disorders coded in B#I-IV or subsequent edition as
substanceelated disorders (291.0 through 292.2 and 303.0 through 305.9), those coded as
sexual dysfunctions not due to organic disease (302.70 through 302.79), and those coded as "V"
codes. For purposes of this subsectidimits" includes deductibles, coinsurance factors,
co-payments, maximum ouwf-pocket limits, annual and lifetime dollar limits, and any other
dollar limits or fees for covered services.
(b) Minimum Required Benefitd. Except as provided in subsectior), @ group health
benefit plan may apply durational limits to mental ilinesses that differ from durational limits
that apply to physical illnesses. A group health benefit plan shall provide at least the following
minimum number of office visits and combthénpatient and outpatient days for all mental
illnesses and disorders not listed in subsection (c), as diagnosed and defined in the Diagnostic
and Statistical Manual of Mental Disorders, D3W] or a subsequent edition published by the
American Psychiatci Association, except those mental disorders coded in the-IVSof
subsequent edition as substanelated disorders (291.0 through 292.2 and 303.0 through
305.9), those coded as sexual dysfunctions not due to organic disease (302.70 through 302.79),
andthose coded as "V" codes:
(1)  Thirty combined inpatient and outpatient days per year.
(2) Thirty office visits per year.
(c) Durational limits for the following mental illnesses shall be subject to the same
limits as benefits for physical illness generally
(2) Bipolar Disorder.
(2) Major Depressive Disorder.
(3) Obsessive Compulsive Disorder.
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(4) Paranoid and Other Psychotic Disorder.
(5) Schizoaffective Disorder.

(6) Schizophrenia.

(7) PostTraumatic Stress Disorder.

(8) Anorexia Nervosa.

(9) Bulimia.

(d) Nothing in this section prevents an insurer from offering a group health benefit plan
that provides greater than the minimum required benefits, as set forth in subsection (b).

(e) Nothing in this section requires an insurer to cover treatment or stadiagd to or
in connection with sex changes or modifications and related care.

() Weighted Averagei. If a group health benefit plan contains annual limits, lifetime
limits, copayments, deductibles, or coinsurance only on selected physical illnessjuagd in
benefits, and these benefits do not represent substantially all of the physical iliness and injury
benefits under the group health benefit plan, then the insurer may impose limits on the mental
health benefits based on a weighted average of the tegpaanual, lifetime, cgpayment,
deductible, or coinsurance limits on the selected physical illness and injury benefits. The
weighted average shall be calculated in accordance with rules adopted by the Commissioner.

(9) Nothing in this section prevents @nsurer from applying utilization review criteria
to determine medical necessity as defined in G.&®81 as long as it does so in accordance
with all requirements for utilization review programs and medical necessity determinations
specified in thatsection, including the offering of an insurer appeal process and, where
applicable, health benefit plan external review as provided for in Part 4 of Article 50 of Chapter
58 of the General Statutes.

(h) Definitions.i As used in this section:

(1) "Health kenefit plan" has the same meaning as in G.$-567.

(2)  "Insurer" has the same meaning as in G.S3-487.

(3) "Mental iliness" has the same meaning as in G.S. 142C), with a mental
disorder defined in the Diagnostic and Statistical Manual of Menta
Disorders, DSMV, or subsequent editions published by the American
Psychiatric Association, except those mental disorders coded in the\DSM
or subsequent editions as substarmetated disorders (291.0 through 292.9
and 303.0 through 305.9), those codes sexual dysfunctions not due to
organic disease (302.70 through 302.79), and those coded as "V" codes.

0] Notwithstanding any other provisions of this section, a group health benefit plan
that covers both medical and surgical benefits and mentahhsslefits shall, with respect to
the mental health benefits, comply with all applicable standards of Subtitle B of Title V of
Public Law 116343, known as the Paul Wellstone and Pete Domenici Mental Health Parity
and Addiction Equity Act of 2008.

(), Subgction (i) of this section applies only to a group health benefit plan covering a
large employer as defined in G.S-6825(a)(10). (2007268, s. 2; 200882, s. 19.)

§ 583-221. Access to nonformulary and restricted access prescription drugs.
€)) If an insurer maintains one or more closed formularies for or restricts access to
covered prescription drugs or devices, then the insurer shall do all of the following:

(2) Develop the formulary or formularies and any restrictions on access to
covered prescripn drugs or devices in consultation with and with the
approval of a pharmacy and therapeutics committee, which shall include
participating physicians who are licensed to practice medicine in this State.

(2) Make available to participating providers, pmacists, and enrollees the
complete drugs or devices formulary or formularies maintained by the
insurer including a list of the devices and prescription drugs on the
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(b)

section.

(©)

(d)

3)

(4)

formulary by major therapeutic category that specifies whether a particular

drug or devices preferred over other drugs or devices.

Establish and maintain an expeditious process or procedure that allows an

enrollee or the enrollee's physician acting on behalf of the enrollee to obtain,

without penalty or additional caesharing beyond thatrovided for in the
health benefit plan, coverage for a specific nonformulary drug or device
determined to be medically necessary and appropriate by the enrollee's
participating physician without prior approval from the insurer, after the
enrollee's partipating physician notifies the insurer that:

a. Either (i) the formulary alternatives have been ineffective in the
treatment of the enrollee's disease or condition, or (ii) the formulary
alternatives cause or are reasonably expected by the physician to
cause a harmful or adverse clinical reaction in the enrollee; and

b. Either (i) the drug is prescribed in accordance with any applicable
clinical protocol of the insurer for the prescribing of the drug, or (ii)
the drug has been approved as an exceptiohetalinical protocol
pursuant to the insurer's exception procedure.

Provide coverage for a restricted access drug or device to an enrollee without

requiring prior approval or use of a nonrestricted formulary drug if an

enrollee's physician certifies ariting that the enrollee has previously used

an alternative nonrestricted access drug or device and the alternative drug or

device has been detrimental to the enrollee's health or has been ineffective in

treating the same condition and, in the opinionhef prescribing physician,

is likely to be detrimental to the enrollee's health or ineffective in treating the

condition again.

An insurer may not void a contract or refuse to renew a contract between the insurer
and a prescribing provider because thescribing provider has prescribed a medically
necessary and appropriate nonformulary or restricted access drug or device as provided in this

As used in this section:

(1)

(1a)
(2)
3)

"Closed formulary" means a list of prescription drugs and devices
reimbursed by the insurer that excludes coverage for drugs and devices not
listed.

"Health benefit plan™ has definition provided in G.S-3867.

"Insurer" has the meaning provided in G.S-3867.

"Restricted access drug or device" means tlcosered prescription drugs or
devices for which reimbursement by the insurer is conditioned on the
insurer's prior approval to prescribe the drug or device or on the provider
prescribing one or more alternative drugs or devices before prescribing the
drugor device in question.

Nothing in this section requires an insurer to pay for drugs or devices or classes of
drugs or devices related to a benefit that is specifically excluded from coverage by the insurer.
(1999178, s. 1; 199294, s. 14(a), (b); 206446, s. 1.5.)

§ 583-223. Managed care access to specialist care.

Each insurer offering a health benefit plan that does not allow direct access to all
in-plan specialists shall develop and maintain written policies and procedures by which an
insured may receive an extended or standing referral to-plannspecialist. The insurer shall
provide for an extended or standing referral to a specialist if the insured has a serious or chronic
degenerative, disabling, or litereatening disease or radition, which in the opinion of the
insured's primary care physician, in consultation with the specialist, requires ongoing specialty

(@)
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care. The extended or standing referral shall be for a period not to exceed 12 months and shall
be made under a treatmgaiain coordinated with the insurer in consultation with the primary
care physician, the specialist, and the insured or the insured's designee.

(b)  As used in this section:

(1)
(2)
3)

(4)

"Health benefit plan” has the meaning applied in G.S3-887.

"Insurer" ha the meaning applied in G.S.-38.67.

"Serious or chronic degenerative, disabling, or-tlifieeatening disease or
condition” means a disease or condition, which in the opinion of the patient's
treating primary care physician and specialist, requirsggient and periodic
monitoring and consultation with the specialist on an ongoing basis.
"Specialist” includes a subspeciali&9993168, s. 1; 200446, s. 1.2.)

§ 583-225. Prompt claim payments under health benefit plans.
(@  Asused in this sion:

(1)

)

(3)

(4)

"Claimant” includes a health care provider or facility that is responsible or

permitted under contract with the insurer or by valid assignment of benefits

for directly making the claim with an insurer.

"Health benefit plan" means an accidemd health insurance policy or

certificate; a nonprofit hospital or medical service corporation contract; a

health maintenance organization subscriber contract; a plan provided by a

multiple employer welfare arrangement; or a plan provided by another

bendit arrangement, to the extent permitted by the Employee Retirement

Income Security Act of 1974, as amended, or by any waiver of or other

exception to that act provided under federal law or regulation. "Health

benefit plan” does not mean any plan impleradrbr administered by the

North Carolina or United States Department of Health and Human Services,

Or any successor agency, or its representatives. "Health benefit plan" also

does not mean any of the following kinds of insurance:

a Credit.

b. Disability income.

C. Coverage issued as a supplement to liability insurance.

d Hospital income or indemnity.

e Insurance under which benefits are payable with or without regard to
fault and that is statutorily required to be contained in any liability
policy or equvalent selfinsurance.

f. Long-term or nursing home care.

g. Medical payments under motor vehicle or homeowners' insurance
policies.

h. Medicare supplement.

I. Shortterm limited duration health insurance policies as defined in
Part 144 of Title 45 of th€ode of Federal Regulations.

J. Workers' compensation.

"Health care facility" means a facility that is licensed under Chapter 131E or

Chapter 122C of the General Statutes or is owned or operated by the State of

North Carolina in which health care se®s are provided to patients.

"Health care provider" means an individual who is licensed, certified, or

otherwise authorized under Chapter 90 or 90B of the General Statutes or

under the laws of another state to provide health care services in tharprdi

course of business or practice of a profession or in an approved education or

training program.
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(5) "Insurer” includes an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
organization organized under Article 67 of this Chapter, or a multiple
employer welfare arrangement subject to Article 49 of this Chapter, that
writes a health benefit plan.

(b)  An insurer shall, within 30 calendar days after receipt of a claim, seetbtlyonic
or paper mail to the claimant:

(2) Payment of the claim.

(2) Notice of denial of the claim.

3) Notice that the proof of loss is inadequate or incomplete.

4) Notice that the claim is not submitted on the form required by the health
benefit plan by the contract between the insurer and health care provider or
health care facility, or by applicable law.

(5) Notice that coordination of benefits information is needed in order to pay the
claim.

(6) Notice that the claim is pending based on nonpayigieies or premiums.

For purposes of this section, an insurer is presumed to have received a written claim five
business days after the claim has been placedcfass postage prepaid in the United States
mail addressed to the insurer or an electrotagrctransmitted to the insurer or a designated
clearinghouse on the day the claim is electronically transmitted. The presumption may be
rebutted by sufficient evidence that the claim was received on another day or not received at
all.

(c) If the claim isdenied, the notice shall include all of the specific good faith reason or
reasons for the denial, including, without limitation, coordination of benefits, lack of eligibility,
or lack of coverage for the services provided. If the claim is contested ootcherpaid
because the proof of loss is inadequate or incomplete, or not paid pending receipt of requested
coordination of benefits information, the notice shall contain the specific good faith reason or
reasons why the claim has not been paid and anzatiom or description of all of the
information needed by the insurer to complete the processing of the claim. If all or part of the
claim is contested or cannot be paid because of the application of a specific utilization
management or medical necessiignslard is not satisfied, the notice shall contain the specific
clinical rationale for that decision or shall refer to specific provisions in documents that are
made readily available through the insurer which provide the specific clinical rationalatfor th
decision; however, if a notice of noncertification has already been provided under G.S.
5850-61(h), then the specific clinical rationale for the decision is not required under this
subsection. If the claim is contested or cannot be paid because afynoemt of premiums, the
notice shall contain a statement advising the claimant of the nonpayment of premiums. If a
claim is not paid pending receipt of requested coordination of benefits information, the notice
shall so specify. If a claim is denied or tested in part, the insurer shall pay the undisputed
portion of the claim within 30 calendar days after receipt of the claim and send the notice of the
denial or contested status within 30 days after receipt of the claim. If a claim is contested or
cannotbe paid because the claim was not submitted on the required form, the notice shall
contain the required form, if the form is other than a UB or HCFA form, and instructions to
complete that form. Upon receipt of additional information requested in itsentuiche
claimant, the insurer shall continue processing the claim and pay or deny the claim within 30
days after receiving the additional information.

(d) If an insurer requests additional information under subsection (c) of this section and
the insurer des not receive the additional information within 90 days after the request was
made, the insurer shall deny the claim and send the notice of denial to the claimant in
accordance with subsection (c) of this section. The insurer shall include the sgasba or
reasons for denial in the notice, including the fact that information that was requested was not
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provided. The insurer shall inform the claimant in the notice that the claim will be reopened if
the information previously requested is submittetht® insurer within one year after the date
of the denial notice closing the claim.

(e) Health benefit plan claim payments that are not made in accordance with this
section shall bear interest at the annual percentage rate of eighteen percent (18%)gb&ginnin
the date following the day on which the claim should have been paid. If additional information
was requested by the insurer under subsection (b) of this section, interest on health benefit
claim payments shall begin to accrue on the 31st day afténdheer received the additional
information. A payment is considered made on the date upon which a check, draft, or other
valid negotiable instrument is placed in the United States Postal Service in a properly
addressed, postpaid envelope, or, if not ethibn the date of the electronic transfer or other
delivery of the payment to the claimant. This subsection does not apply to claims for benefits
that are not covered by the health benefit plan; nor does this subsection apply to deductibles,
co-paymentspr other amounts for which the insurer is not liable.

) Insurers may require that claims be submitted within 180 days after the date of the
provision of care to the patient by the health care provider and, in the case of health care
provider facility clams, within 180 days after the date of the patient's discharge from the
facility. However, an insurer may not limit the time in which claims may be submitted to fewer
than 180 days. Unless otherwise agreed to by the insurer and the claimant, failuraitasub
claim within the time required does not invalidate or reduce any claim if it was not reasonably
possible for the claimant to file the claim within that time, provided that the claim is submitted
as soon as reasonably possible and in no event, erctiy absence of legal capacity of the
insured, later than one year from the time submittal of the claim is otherwise required.

(9) If a claim for which the claimant is a health care provider or health care facility has
not been paid or denied within 6@ys after receipt of the initial claim, the insurer shall send a
claim status report to the insured. Provided, however, that the claims status report is not
required during the time an insurer is awaiting information requested under subsection (c) of
this section. The report shall indicate that the claim is under review and the insurer is
communicating with the health care provider or health care facility to resolve the matter. While
a claim remains unresolved, the insurer shall send a claim status eglmetihsured with a
copy to the provider 30 days after the previous report was sent.

(h) Subject to the time lines required under this section, the insurer may recover
overpayments made to the health care provider or health care facility by making démnands
refunds and by offsetting future payments. Any such recoveries may also include related
interest payments that were made under the requirements of this section. Not less than 30
calendar days before an insurer seeks overpayment recovery or offeegspayments, the
insurer shall give written notice to the health care provider or health care facility, which notice
shall be accompanied by adequate specific information to identify the specific claim and the
specific reason for the recovery. The recgvaroverpayments or offsetting of future payments
shall be made within the two years after the date of the original claim payment unless the
insurer has reasonable belief of fraud or other intentional misconduct by the health care
provider or health caréacility or its agents, or the claim involves a health care provider or
health care facility receiving payment for the same service from a government payor. The
health care provider or health care facility may recover underpayments or nonpayments by the
insurer by making demands for refunds. Any such recoveries by the health care provider or
health care facility of underpayments or nonpayment by the insurer may include applicable
interest under this section. The recovery of underpayments or nonpaymehtbeshzdde
within the two years after the date of the original claim adjudication, unless the claim involves
a health provider or health care facility receiving payment for the same service from a
government payor.
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) Every insurer shall maintain writtem electronic records of its activities under this
section, including records of when each claim was received, paid, denied, or pended, and the
insurer's review and handling of each claim under this section, sufficient to demonstrate
compliance with this smion.

(), A violation of this section by an insurer subjects the insurer to the sanctions in G.S.
58-2-70. The authority of the Commissioner under this subsection does not impair the right of a
claimant to pursue any other action or remedy available daderWith respect to a specific
claim, an insurer paying statutory interest in good faith under this section is not subject to
sanctions for that claim under this subsection.

(K) An insurer is not in violation of this section nor subject to interest patgnender
this section if its failure to comply with this section is caused in material part by (i) the person
submitting the claim, or (ii) by matters beyond the insurer's reasonable control, including an act
of God, insurrection, strike, fire, or powentages. In addition, an insurer is not in violation of
this section or subject to interest payments to the claimant under this section if the insurer has a
reasonable basis to believe that the claim was submitted fraudulently and notifies the claimant
of the alleged fraud.

() Expired January 1, 2003.

(m)  Nothing in this section limits or impairs the patient's liability under existing law for
payment of medical expense@000162, s. 4(a); 200417, s. 1; 200:B862, s. 1; 200882, s.

16.)

§ 583-227. (%e Editor's note for effective date and applicability) Health plans fee
schedules.
@) Definitions.i As used in this section, the following terms mean:

(2) Claim submission policyi The procedure adopted by an insurer and used
by a provider or facilitya submit to the insurer claims for services rendered
and to seek reimbursement for those services.

(2) Health care facility or facility] A facility that is licensed under Chapter
131E or Chapter 122C of the General Statutes or is owned or operated by the
State of North Carolina in which health care services are provided to
patients.

3) Health care provider or providér.An individual who is licensed, certified,
or otherwise authorized under Chapter 90 or Chapter 90B of the General
Statutes or under tHaws of another state to provide health care services in
the ordinary course of business or practice of a profession or in an approved
education or training program.

(4) Insurer.i An entity that writes a health benefit plan and that is an insurance
compaly subject to this Chapter, a service corporation under Article 65 of
this Chapter, a health maintenance organization under Article 67 of this
Chapter, or a multiple employer welfare arrangement under Article 49 of this
Chapter, except it does not include entity that writes stand alone dental
insurance.

(5) Reimbursement policyi. Information relating to payment of providers and
facilities including policies on the following:

a. Claims bundling and other claims editing processes.

b Recognition ononrecognition of CPT code modifiers.

C. Downcoding of services or procedures.

d. The definition of global surgery periods.

e Multiple surgical procedures.

f. Payment based on the relationship of procedure code to diagnosis
code.



OCoO~NOOUIE WNPE

(6) Schedule of fees. CPT, HCPCS, ICE9-CM codes, ASA codes, modifiers,
and other applicable codes for the procedures billed for that class of
provider.

(b) Purpose.i The purpose of this section is to establish the minimum required
provisions for the disclosure and notificatiaaf an insurer's schedule of fees, claims
submission, and reimbursement policies to health care providers and health care facilities.
Nothing in this section shall supercede (i) the schedule of fees, claim submission, and
reimbursement policy terms in ansurer's contract with a provider or facility that exceed the
minimum requirements of this section nor (ii) any contractual requirement for mutual written
consent of changes to reimbursement policies, claims submission policies, or fees. Nothing in
this setion shall prevent an insurer from requiring that providers and facilities keep
confidential, and not disclose to third parties, the information that an insurer must provide
under this section.

(c) (See Editor's note)Disclosure of Fee SchedulésAn insurer shall make available
to contracted providers the following information:

(1) The insurer's schedule of fees associated with the top 30 services or
procedures most commonly billed by that class of provider, and, upon
request, the full schedule of feew fservices or procedures billed by that
class of provider, in accordance with subdivision (3) of this subsection.

(2) In the case of a contract incorporating multiple classes of providers, the
insurer's schedule of fees associated with the top 30 sennigescedures
most commonly billed for each class of provider, and, upon request, the full
schedule of fees for services or procedures billed for each class of provider,
in accordance with subdivision (3) of this subsection.

3) If a provider requests feefor more than 30 services and procedures, the
insurer may require the provider to specify the additional requested services
and procedures and may limit the provider's access to the additional schedule
of fees to those associated with services and pwesdoerformed by or
reasonably expected to be performed by the provider. The insurer may also
limit the frequency of requests for the additional codes by each provider,
provided that such additional codes will be made available upon request at
least annudy and at any time there are changes for which notification is
required pursuant to subsection (f) of this section.

(d) Disclosure of Policied. An insurer shall make available to contracted providers and
facilities a description of the insurer's claiobsission and reimbursement policies.

(e)  Availability of Information. i Insurers shall notify contracted providers and
facilities in writing of the availability of information required or authorized to be provided
under this section. An insurer may satisifis requirement by indicating in the contract with the
provider the availability of this information or by providing notice in a manner authorized
under subsection (f) of this section for notification of changes.

() Notification of Changesi Insurersshall provide advance notice to providers and
facilities of changes to the information that insurers are required to provide under this section.
The notice period for a change in the schedule of fees, reimbursement policies, or submission
of claims policis shall be the contractual notice period, but in no event shall the notices be
given less than 30 days prior to the change. An insurer is not required to provide advance notice
of changes to the information required under this section if the change hasfeitie of
increasing fees, expanding health benefit plan coverage, or is made for patient safety
considerations, in which case, notification of the changes may be made concurrent with the
implementation of the changes. Information and notice of changgsbmarovided in the
medium selected by the insurer, including an electronic medium. However, the insurer must
inform the affected contracted provider or facility of the notification method to be used by the
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insurer and, if the insurer uses an electronadionm to provide notice of changes required
under this section, the insurer shall provide clear instructions regarding how the provider or
facility may access the information contained in the notice.

(9) Reference Informationi. If an insurer references wae information that is the basis
for a schedule of fees, reimbursement policy, or claim submission policy, and the source
information is developed independently of the insurer, the insurer may satisfy the requirements
of this section by providing cleanstructions regarding how the provider or facility may
readily access the source information or by providing for actual access if agreed to in the
contract between the insurer and the provider.

(h) Contract Negotiations. When an insurer offers a contracota provider, the insurer
shall also make available its schedule of fees associated with the top 30 services or procedures
most commonly billed by that class of provider. Upon the request of a provider, the insurer
shall also make available the full sduée of fees for services or procedures billed by that class
of provider or for each class of provider in the case of a contract incorporating multiple classes
of providers. If a provider requests fees for more than 30 services and procedures, the insurer
may require the provider to specify the additional requested services and procedures and may
limit the provider's access to the additional schedule of fees to those associated with services
and procedures performed by or reasonably expected to be pertoyrtiegiprovider.

0] (See Editor's note) Exemptions.i Except for the information required to be
provided under subsection (c) of this section, this section does not apply to:

(1) Claims processed by an insurer on a claims adjudication system that was
implemented prior to January 1, 1982, provided that the insurer (i) verifies
with the Commissioner that its claims adjudication system qualified under
this subsection, (ii) is implementing a new claims adjudication software
system, and (iii) is proceeding good faith to move all insured claims to the
new system as soon as possible and in any event no later than December 31,
2004; or

(2) Information that the insurer verifies with the Commissioner is required to be
provided by the terms of a national settletresgreement between the insurer
and trade associations representing certain providers, provided that the
agreement is approved prior to March 1, 2004, by the court having
jurisdiction over the settlement. The exemption provided in this subdivision
shall belimited to those terms of the agreement that are required to be
implemented no later than December 31, 2004. Nothing in this subdivision
shall be construed to relieve the insurer of complying with any terms and
deadlines as set out in the agreem@@03369, s. 1.)

§ 583-228. Coverage for extra prescriptions during a state of emergency or disaster.

(@  All health benefit plans as defined in G.S.-%867, the State Health Plan for
Teachers and State Employees, and any optional plans or programsgpearder Part 2 of
Article 3 of Chapter 135 of the General Statutes, and other-atand prescription medication
plans issued by entities that are licensed by the Department shall have, when an event described
in subdivision (b)(1) of this section ocsuand the requirements of subdivisions (b)(2) and
(b)(3) of this section are satisfied, a procedure in place to waive time restrictions on filling or
refilling prescriptions for medication if requested by the covered person or subscriber. The
procedure shainclude waiver or override of electronic "refill too soon" edits to pharmacies
and shall include provision for payment to the pharmacy in accordance with the prescription
benefit plan and applicable pharmacy provider agreement. The procedure shallcewabéd
persons or subscribers to:

(2) Obtain one refill on a prescription if there are authorized refills remaining, or



(2) Fill one replacement prescription for one that was recently filled, as
prescribed or approved by the prescriber of the presmmighat is being
replaced and not contrary to the dispensing authority of the dispensing
pharmacy.

(b)  All entities subject to this section shall authorize payment to pharmacies for any
prescription dispensed in accordance with subsection (a) ofehisn regardless of the date
upon which the prescription had most recently been filled by a pharmacist, if all of the
following conditions apply:

(2) The Commissioner issues a Bulletin Advisory notifying all insurance
carriers licensed in this State ofdeclared state of disaster or state of
emergency in North Carolina. The Department shall provide a copy of the
Bulletin to the North Carolina Board of Pharmacy.

(2) The covered person requesting coverage of the refill or replacement
prescription residesia county that:

a. Is covered under a proclamation of state of disaster issued by the
Governor or by a resolution of the General Assembly under G.S.
166A-6, or a declaration of major disaster issued by the President of
the United States under the RobertSiafford Disaster Relief and
Emergency Assistance Act, 42 U.S.C. § 5121, et seq., as amended,; or

b. Is declared to be under a state of emergency in a proclamation issued
by the Governor under G.S.-P88.15.

(3)  The prescription medication is requesteithim 29 days after the origination
date of the conditions stated in subdivision (b)(1) of this section.

(c) The time period for the waiver of prescription medication refills may be extended in
30-day increments by an order issued by the Commissionertidwaii refills still remaining
on a prescription shall be covered by the insurer as long as consistent with the orders of the
prescriber or authority of the dispensing pharmacy.

(d)  This section does not excuse or exempt an insured or subscriber fronthany o
terms of the policy or certificate providing coverage for prescription medications.

(e)  Quantity limitations shall be consistent with the original prescription and the extra
or replacement fill may recognize proportionate dosage use prior to theedisas

() No requirements additional to those under the pharmacy provider agreement or the
prescription benefit plan may be placed upon the provider for coverage of the replacement fill
or extra fill.

(@) Nothing in this section is intended to affect thepective authority or scope of
practice of prescribers or pharmaci€d007133, s. 1; 200:823, s. 28.22A(0); 200345, s.

12.)

§ 583-230. Uniform provider credentialing.

(@)  Aninsurer that provides a health benefit plan and that credentials profodéis
networks shall maintain a process to assess and verify the qualifications of a licensed health
care practitioner within 60 days of receipt of a completed provider credentialing application
form approved by the Commissioner. If the insurer hasapptoved or denied the provider
credentialing application form within 60 days of receipt of the completed application, upon
receipt of a written request from the applicant and within five business days of its receipt, the
insurer shall issue a temporaryedential to the applicant if the applicant has a valid North
Carolina professional or occupational license to provide the health care services to which the
credential would apply. The insurer shall not issue a temporary credential if the applicant has
repated on the application a history of medical malpractice claims, a history of substance
abuse or mental health issues, or a history of Medical Board disciplinary action. The temporary
credential shall be effective upon issuance and shall remain in efféttthe provider's
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credentialing application is approved or denied by the insurer. When a health care practitioner
joins a practice that is under contract with an insurer to participate in a health benefit plan, the
effective date of the health care pragher's participation in the health benefit plan network
shall be the date the insurer approves the practitioner's credentialing application.

(b)  The Commissioner shall by rule adopt a uniform provider credentialing application
form that will provide heléh benefit plans with the information necessary to adequately assess
and verify the qualifications of an applicant. The Commissioner may update the uniform
provider credentialing application form, as necessary. No insurer that provides a health benefit
plan may require an applicant to submit information that is not required by the uniform
provider credentialing application form.

(©) As used in this section, the terms "health benefit plan" and "insurer" shall have the
meaning provided under G.S.-88L67. (2001172, s. 1; 2002426, s. 6.9(a); 200323, s. 9;
2009487, s. 1.)

§ 583-231. Payment under locum tenens arrangements.

(@)  Asused in this section, the following definitions apply:

(2) Covered visit services. All office visits, emergency visits,na any related
service performed by a physician that is covered by the insurer.

(2) Insurer.i Defined in G.S. 58-167(a).

3) Locum tenens agencly.A company authorized to conduct business in North
Carolina that provides, through contract, locum tenplecement and
administrative services for regular physicians, locum tenens physicians,
medical groups, and hospitals.

(4) Locum tenens physician. A physician who substitutes for a regular
physician on a temporary basis and is not an employee of thearegul
physician.

(5) Regular physiciani The physician that is normally scheduled to see a
patient, including physician specialists and a physician who has left a group
practice for whom a locum tenens physician is retained.

(b)  An insurer that provides laealth benefit plan shall establish and maintain a process
to allow a patient's regular physician to submit a claim and, if the claim is accepted, receive
payment for covered visit services that the regular physician or a locum tenens agency arranges
to beprovided by a locum tenens physician, provided the following are true:

Q) The regular physician is unavailable to provide the covered visit services or
the locum tenens physician is assisting the regular physician in providing
covered visit services.

(2) The insured patient has arranged or seeks to receive the covered visit
services from the regular physician.

(3) The locum tenens physician does not provide the covered visit services to
insured patients of a single regular physician for more than 90 adise
days.

(4) The regular physician identifies the covered visit services as locum tenens
physician services meeting the requirements of this section by entering the
proper code required by the insurer after the procedure code.

(5)  The regular physiciapays for the locum tenens physician's covered visit
services on a per diem or similar fieg-time basis.

(6) The regular physician maintains a record of each covered visit service
provided by the locum tenens physician and makes this record available to
the insurer upon request.

(© A medical group or hospital may submit claims for the covered visit services of a
locum tenens physician substituting for a regular physician who is a member of the group or an



OCoO~NOOUIE WNPE

employee of the hospital if the requirements obsection (b) of this section are met. For
purposes of these requirements, per diem or similafiofeigme compensation that the group or
hospital pays for the locum tenens physician is considered paid by the regular physician. A
physician who has left & group and for whom the group has engaged a locum tenens
physician as a temporary replacement may bill for the temporary physician for up to 90
consecutive days.

(d)  An insurer shall allow a locum tenens physician credentialed with that insurer to
substitite for a regular physician in accordance with this section without a statement of
supervision if (i) the regular physician is a solo practitioner or (ii) there is not otherwise a
regular physician who is able to provide a statement of supervision.

(e) Locum tenens agencies may contract with regular physicians, medical groups,
hospitals, and locum tenens physicians to provide placement and administrative services related
to the locum tenens substitution, provided the following are true:

(1) The locum tenensgency charges fees that are reasonably related to the
value of the services that the locum tenens agency provides.

(2)  The locum tenens agency does not interfere with or attempt to influence the
clinical judgment of a physician providing locum tenens vises.
(2012315, s. 1))

§ 583-235. Selection of specialist as primary care provider.

€)) Each insurer that offers a health benefit plan shall have a procedure by which an
insured diagnosed with a serious or chronic degenerative, disabling-thwréiféening disease
or condition, either of which requires specialized medical care may select as his or her primary
care physician a specialist with expertise in treating the disease or condition who shall be
responsible for and capable of providing awdrdinating the insured's primary and specialty
care. If the insurer determines that the insured's care would not be appropriately coordinated by
that specialist, the insurer may deny access to that specialist as a primary care provider.

(b)  The selectiorof the specialist shall be made under a treatment plan approved by the
insurer, in consultation with the specialist and the insured or the insured's designee and after
notice to the insured's primary care provider, if any. The specialist may provide @ogo#nto
the insured and may authorize such referrals, procedures, tests, and other medical services as
the insured's primary care provider would otherwise be allowed to provide or authorize, subject
to the terms of the treatment plan. Services providea Ispecialist who is providing and
coordinating primary and specialty care remain subject to utilization review and other
requirements of the insurer, including its requirements for primary care pro(2@0%446, s.

1.3)

§ 583-240. Direct accessat pediatrician for minors.

Each insurer offering a health benefit plan that uses a network of contracting health care
providers shall allow an insured to choose a contracting pediatrician in the network as the
primary care provider for the insured's chéidrunder the age of 18 and covered under the
policy. (2001-446, s. 1.4.)

§ 583-245. Provider directories.

€)) Every health benefit plan utilizing a provider network shall maintain a provider
directory that includes a listing of network providers avédab insureds and shall update the
listing no less frequently than once a year. In addition, every health benefit plan shall maintain
a telephone system and may maintain an electronic -in@rsystem through which insureds
can access um-date networkinformation. If the health benefit plan produces printed
directories, the directories shall contain language disclosing the date of publication, frequency
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of updates, that the directory listing may not contain the latest network information, and contact
information for accessing wjp-date network information.
(b)  Each directory listing shall include the following network information:

(1)

(2)
3)

The provider's name, address, telephone number, and, if applicable, area of
specialty.

Whether the provider may belsected as a primary care provider.

To the extent known to the health benefit plan, an indication of whether the
provider:

a. Is or is not currently accepting new patients.
b. Has any other restrictions that would limit an insured's access to that
provider.

(c) The directory listing shall include all of the types of participating providers. Upon a
participating provider's written request, the insurer shall also list in the directory, as part of the
participating provider's listing, the names of aalied health professionals who provide
primary care services under the supervision of the participating provider and whose services are
covered by virtue of the insurer's contract with the supervising participating provider and
whose credentials have beeerified by the supervising participating provider. These allied
health professionals shall be listed as a part of the directory listing for the participating provider
upon receipt of a certification by the supervising participating provider that thentisd of
the allied health professional have been verified consistent with the requirements for the type of
information required to be verified under G.S-3%8230.(2001446, s. 2.2.)

§ 583-247. Insurance identification card.

@) Every insurer offenng a health benefit plan as defined under G.S3-387,
including the State Health Plan, shall provide the health benefit plan subscriber or members
with an insurance identification card. The card shall contain at a minimum:

(1)
)

3)
(4)
()
(6)
(7)

(8)

The subscriber's name aigntification number.

The member's name and identification number, if applicable and different
from the subscriber's name and identification number.

The group number.

The name of the organization issuing the policy, the name of the
organizatim administering the policy, and the name of the network,
whichever applies.

The effective date of health benefits plan coverage or the date the card is
issued if it is after the effective date.

The address where claims are to be filed and, if epiplie, the electronic
claims filing payor identification number.

The policyholder's obligations with regard to-gayments, if applicable, for

at least the following:

a. Primary care office visit.
b. Specialty care office visit.
C. Urgent care visit.

d. Emergency room visit.

The phone number or Web site address whereby the subscriber, member, or

service provider, in compliance with privacy rules under the Health

Insurance Portability and Accountability Act may readily obtain the

following:

a. Confirmation of eligibility.

b. Benefits verification in order to estimate patient financial
responsibility.

C. Prior authorization for services and procedures.
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d. The list of participating providers in the network.

e. The employer group number.

f Special mentahealth medical benefits under the health plan, if
applicable.

(b) The insurance identification card must be designed such that if the card is
photocopied or electronically scanned, the resulting image is clearly legible. The identification
card must premnt the information in a readily identifiable manner or, alternatively, the
information may be embedded on the card and available through magnetic stripe or smart card.
The information may also be provided through other electronic techn¢R@fy~362, s.2.)

8§ 583-250. Payment obligations for covered services.

@) If an insurer calculates a benefit amount for a covered service under a health benefit
plan through a method other than a fixed dollapagment, the insurer shall clearly explain in
its evidence of coverage and plan summaries how it determines its payment obligations and the
payment obligations of the insured. The explanation shall include:

(1) An example of the steps the insurer would take in calculating the benefit
amount and the paymeaobligations of each party.

(2)  Whether the insurer has obtained the agreement of health care providers not
to bill an insured for any amounts by which a provider's charge exceeds the
insurer's recognized charge for a covered service and whether thedinsur
may be liable for paying any excess amount.

(3)  Which party is responsible for filing a claim or bill with the insurer.

(b) If an insured is liable for an amount that differs from a stated fixed dollar
co-payment or may differ from a stated coinsurampesgcentage because the coinsurance
amount is based on a plan allowance or other such amount rather than the actual charges and
providers are permitted to balance bill the insured, the evidence of coverage, plan summaries,
and marketing and advertising migds that include information on benefit levels shall contain
the following statement: "NOTICE: Your actual expenses for covered services may exceed the
stated [coinsurance percentage opegment amount] because actual provider charges may not
be usedd determine [plan/insurer or similar term] and [insured/member/enrollee or similar
term] payment obligations(2001-446, s. 2.3.)

§ 583-255. Coverage of clinical trials.
(@)  Asused in this section:

(1) "Covered clinical trials" means phase I, phale dnd phase IV patient
research studies designed to evaluate new treatments, including prescription
drugs, and that: (i) involve the treatment of -lfgeatening medical
conditions, (ii) are medically indicated and preferable for that patient
compared d@ available noninvestigational treatment alternatives, and (iii)
have clinical and preclinical data that shows the trial will likely be more
effective for that patient than available noninvestigational alternatives.
Covered clinical trials must also mebetfollowing requirements:

a. Must involve determinations by treating physicians, relevant
scientific data, and opinions of experts in relevant medical
specialties.

b. Must be trials approved by centers or cooperative groups that are

funded by the Nationalnstitutes of Health, the Food and Drug
Administration, the Centers for Disease Control, the Agency for
Health Care Research and Quality, the Department of Defense, or the
Department of Veterans Affairs. The health benefit plan may also
cover clinical trals sponsored by other entities.
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C. Must be conducted in a setting and by personnel that maintain a high
level of expertise because of their training, experience, and volume
of patients.

(2)  "Health benefit plan” is defined by G.S.-38167.
(3) "Insurer"is defined by G.S. 58-167.

(b) Each health benefit plan shall provide coverage for participation in phase I, phase
lll, and phase IV covered clinical trials by its insureds or enrollees who meet protocol
requirements of the trials and provide informedsent.

(©) Only medically necessary costs of health care services, as defined in G®6583
associated with participation in a covered clinical trial, including those related to health care
services typically provided absent a clinical trial, the désgs and treatment of complications,
and medically necessary monitoring, are required to be covered by the health benefit plan and
only to the extent that such costs have not been or are not funded by national agencies,
commercial manufacturers, distribus, or other research sponsors of participants in clinical
trials. Nothing in this section shall be construed to require a health benefit plan to pay or
reimburse for noiFDA approved drugs provided or made available to a patient who received
the drug dung a covered clinical trial after the clinical trial has been discontinued.

(d) Clinical trial costs not required to be covered by a health benefit plan include the
costs of services that are not health care services, those provided solely to satisfy data
collection and analysis needs, those related to investigational drugs and devices, and those that
are not provided for the direct clinical management of the patient. In the event a claim contains
charges related to services for which coverage is requirédr this section, and those charges
have not been or cannot be separated from costs related to services for which coverage is not
required under this section, the health benefit plan may deny the (28i03-446, s. 3.1.)

§ 583-260. Insurance coverag for newborn hearing screening mandated.

(@ As used in this section, the terms "health benefit plan” and "insurer" have the
meanings applied under G.S-3867.

(b) Each health benefit plan shall provide coverage for newborn hearing screening
ordered bythe attending physician pursuant to G.S. 13@&. The same deductibles,
coinsurance, reimbursement methodologies, and other limitations and administrative
procedures as apply to similar services covered under the health benefit plan shall apply to
coverge for newborn hearing screenitg001-446, s. 3.2.)

§ 583-265. Prohibition on managed care provider incentives.

An insurer offering a health benefit plan may not offer or pay any type of material
inducement, bonus, or other financial incentive to di@pating provider to deny, reduce,
withhold, limit, or delay specific medically necessary and appropriate health care services
covered under the health benefit plan to a specific insured or enrollee. This section does not
prohibit insurers from paying provider on a capitated basis or withholding payment or paying
a bonus based on the aggregate services rendered by the provider or the insurer's financial
performance(2001446, s. 1.8.)

§ 583-270. Coverage for surveillance tests for women at risk favarian cancer.
€)) Every health benefit plan, as defined in G.S:35B657, shall provide coverage for
surveillance tests for women age 25 and older at risk for ovarian cancer. As used in this section:
(1)  "Atrisk for ovarian cancer" means either:

a. Having a family history:
1. With at least one firstlegree relative with ovarian cancer;
and
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(2)

2. A second relative, either firstegree or secondegree, with
breast, ovarian, or nonpolyposis colorectal cancer; or

b. Testing positive for a hereditary ovariaancer syndrome.
"Surveillance tests" mean annual screening using:

a. Transvaginal ultrasound; and

b. Rectovaginal pelvic examination.

(b) The same deductibles, coinsurance, and other limitations as apply to similar services
covered under the plan @aly to coverage for transvaginal ultrasound and rectovaginal pelvic
examinations required to be covered under this se¢2003223, s. 1.)

§ 583-275. Closure of a block of business.
(@  An insurer that determines to create a closed block of busimésis State shall no
later than 60 days prior to the closure date:

(1)

(2)
(3)

Notify the Commissioner in writing of the insurer's decision to cease sales of
the policy form(s) and provide a reasonable estimate, based on sound
actuarial principles, of the expect impact on future premiums of ceasing
sales of the policy form(s). If the insurer's qualified actuary estimates that
the expected impact on future annual premiums of ceasing sales of the policy
form(s) exceeds five percent (5%) per annum, then the inshedl comply

with the requirements of subdivision (3) of this subsection. If each
subsequent annual premium rate filing results in an approved annual
premium rate increase no greater than the last premium rate increase
approved when the block of insuranwas open, plus five percent (5%) per
annum, then the insurer shall not be required to comply with the
requirements of subdivision (3) of this subsection. If any subsequent annual
premium rate filing results in an approved premium rate increase in excess
of five percent (5%) per annum more than the last premium rate increase
approved while the block of insurance was open, then the insurer shall
comply with the requirements of subdivision (3) of this subsection at the
time the filing is approved, unless thesurer can demonstrate to the
satisfaction of the Commissioner that the portion of the increase that is due
to the closing of the block is not more than five percent (5%) per annum.
Inform each agent and broker selling the product of the decisiotharthte

of closure.

If required pursuant to subdivision (1) of this subsection, notify all affected
policyholders of the determination and provide a statement of the general
effect that might be expected to result from the closure of the block.eNotic
shall comply with any rules adopted pursuant to subsection (b) of this
section.

(b) The Commissioner may adopt rules to carry out the purposes and provisions of this
section, including rules establishing the language, content, format, and methodslnftidist
of the notices required by this section.

(c) As used in this section, the term:

(1)

"Accident and health insurance" means insurance against death or injury
resulting from accident or from accidental means and insurance against
disablement, diseas®r sickness of the insured. This includes Medicare
supplemental insurance, lotgrm care, nursing home, or home health care
insurance, or any combination thereof, specified disease or illness insurance,
hospital indemnity or other fixed indemnity insoce, shorterm limited
duration health insurance, dental insurance, vision insurance, and medical,
hospital, or surgical expense insurance or any combination thereof.
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(2)  "Block of business" means a particular policy form or contract of individual
accidem and health insurance issued by an insurer.

(3) "Closed block of business"” means a block of business for which an insurer
ceases to actively market, sell, and issue new contracts under a particular
policy form in this State.

(4) "Closure date" means théfective date that no new insureds will be issued
coverage of the particular policy form(s).

(5)  "Insurer" includes an insurance company subject to this Chapter, a service
corporation organized under Article 65 of this Chapter, a health maintenance
organiation organized under Article 67 of this Chapter, or a multiple
employer welfare arrangement subject to Article 49 of this Chapter.

(6)  "Policyholders" includes those applicants for the particular policy form that
is being closed and for which the polisyriot yet issued.

(d)  This section does not apply when an insurer makes a decision to discontinue a
particular policy form or contract of accident and health insurance coverage subject to Article
68 of this Chapter, cancels or nonrenews the coverage, ffers oeplacement coverage
pursuant to G.S. 588-65(c)(1).(2005412, s. 2.)

8§ 583-276. Notice relating to the North Carolina Health Insurance Risk Pool.

(@  An insurer shall provide a written notice of the existence of the North Carolina
Health Insurace Risk Pool to an applicant for individual health insurance coverage upon the
insurer making a determination that the applicant is eligible for coverage by the Pool as
provided in G.S. 5&0-195(a)(1) or (2).

(b)  The notice required in subsection (a}hit section shall be provided to an applicant
no later than 10 business days after the insurer reaches a determination under subsection (a) of
this section. An insurer may provide a single notice relating to multiple applicants located at a
single addresprovided the notice lists the name of each individual affected separately.

(c) The Commissioner may adopt rules to implement this section, including rules
establishing the language, content, format, and methods of distribution of the notice required by
this section.

(d) For purposes of this section:

(1) "Applicant" means any person who seeks to contract for individual health
insurance coverage, including any dependent for which application is made
and about whom an independent underwriting decision is nbgdan
insurer.

(2) "Health insurance coverage" is as defined in G.$5®G&75(10).

(3)  "Insurer"is as defined in G.S. &8)-175(13). (2009286, s. 2.)

§ 583-280. Coverage for the diagnosis and treatment of lymphedema.

€)) Every health benefit plargas defined in G.S. 58-167, shall provide coverage for
the diagnosis, evaluation, and treatment of lymphedema. The coverage required by this section
shall include benefits for equipment, supplies, complex decongestive therapy, gradient
compression garmes)t and selmanagement training and education, if the treatment is
determined to be medically necessary and is provided by a licensed occupational or physical
therapist or licensed nurse that has experience providing this treatment, or other licensed healt
care professional whose treatment of lymphedema is within the professional's scope of practice.

(b)  The same deductibles, coinsurance, and other limitations as apply to similar services
covered under the health benefit plan apply to coverage for theodiag evaluation, and
treatment of lymphedema required to be covered under this section. Nothing in this section
requires a health benefit plan to provide a separate set of benefit limitations or maximums for
the diagnosis, evaluation, or treatment of pyradema.
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(© As used in this section, gradient compression garments:
(2) Require a prescription;
(2)  Are custordfit for the covered individual; and
3) Do not include disposable medical supplies such as-tbearounter
compression or elastic knéggh or other stocking products(2009313, s.
1.)

§ 583-285. Coverage for hearing aids.

(@) Every health benefit plan, including the State Health Plan for Teachers and State
Employees, shall provide coverage for one hearing aid per heampaired ear up tdwo
thousand five hundred dollars ($2,500) per hearing aid every 36 months for covered individuals
under the age of 22 years subject to subsection (b) of this section. The coverage shall include
all medically necessary hearing aids and services that dexedr by a physician or an
audiologist licensed in this State. Only those persons authorized by law to fit hearing aids,
including individuals licensed under Chapter 93D of the General Statutes, are eligible to fit a
hearing aid under this section. Coveradpall be as follows:

(2) Initial hearing aids and replacement hearing aids not more frequently than
every 36 months.

(2) A new hearing aid when alterations to the existing hearing aid cannot
adequately meet the needs of the covered individual.

3) Servies, including the initial hearing aid evaluation, fitting, and
adjustments, and supplies, including ear molds.

(b)  The same deductibles, coinsurance, and other limitations as apply to similar services
covered under the health benefit plan apply to heaidg and related services and supplies
required to be covered under this section.

(c) Nothing in this section prevents an insurer from applying utilization review criteria
to determine medical necessity as defined by G.&08L as long as it does soaescordance
with all requirements for utilization review programs and medical necessity determinations
specified in that section, including the offering of an insurer appeal process and where
applicable, health benefit plans external review as providediin4Pof Article 50 of Chapter
58 of the General Statute20102, s. 1; 20187, s. 7.)

8§ 583-290. Nondependent child coverage defined; open enroliment.

(@)  Asused in this section, the following definitions apply:

(1) "Health benefit plan" has tleame meaning as G.S.-38.67(a)(1).

(2) "Individual market" has the same meaning as G.$%&%285(a)(9).

(3)  "Insurer" has the same meaning as G.S3887(a)(2).

(4) "Nondependent child coverage" or "nondependent child policy" means an
individual healthbenefit plan which provides coverage to an individual
under age 19. This shall not include health benefit plans that cover children
under age 19 as dependents.

(5) "Open enrollment” means, with respect to "nondependent child coverage,”
the period of timeduring which any individual under age 19 has the
opportunity to apply for coverage under a health benefit plan offered by an
insurer and shall not be denied eligibility for coverage under the plan due to
factors relating to the individual's health status.

(b)  An insurer who offers nondependent child coverage shall offer open enrollment
either continuously throughout the year or for the months of January and July of each year.
Coverage issued under this section shall be issued without any riders baseteaaitthstatus
of the child. Nothing in this section shall require an insurer to offer nondependent child
coverage or maternity coverage within an offer of nondependent child coverage.
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(© The Commissioner shall adopt rules as necessary or proper to iemplehe
provisions of this section.

(d) Nothing in this section shall prohibit an insurer from adjusting the initial premium
charged an individual afforded coverage under this section based upon medical underwriting to
the extent that such an adjustmeninicompliance with the applicable product's current rate
filing approved by the Commissionef2011-196, s. 5.)

Article 4.
NAIC Filing Requirements.
§ 584-1. Scope.
The provisions of this Article shall apply to all domestic, foreign, and alien insurers who
are authorized to transact business in this Ste®&5, c. 305, s. 1.)

§ 584-5. Filing requirements.

€) Each domestic, foreign, and alien insurer that is@i#éd to transact insurance in
this State shall file with the NAIC a copy of its financial statements required by G168,
applicable rules, and legal directives and bulletins issued by the Department. The statements
shall, in the Commissioner'ssdretion, be filed annually, semiannually, quarterly, or monthly
and shall be filed in a form or format prescribed or permitted by the Commissioner. The
Commissioner may require the statements to be filed in a format that can be read by electronic
data pocessing equipment. Any amendments and addenda to the financial statement that are
subsequently filed with the Commissioner shall also be filed with the NAIC.

(b) Foreign insurers that are domiciled in a state that has a law or regulation
substantially shilar to this Article shall be deemed to be in compliance with this section.
(1985, c. 305, s. 1; 1991, c. 681, s. 11; 1993, c. 504, s. 2.)

§ 584-10. Immunity.

In the absence of actual malice, or gross negligence, members of the NAIC, their duly
authorzed committees, subcommittees, and task forces, their delegates, NAIC employees, and
all others charged with the responsibility of collecting, reviewing, analyzing, and disseminating
the information developed from the filings made pursuant to G.&-HBshall be acting as
agents of the Commissioner under the authority of this Article and shall not be subject to civil
liability for libel, slander, or any other cause of action by virtue of their collection, review, and
analysis or dissemination of the dated information collected from the filings required under
this Article. (1985, c. 305, s. 1.)

8§ 584-15. Revocation or suspension of license.

The Commissioner may suspend or revoke the license of any insurer failing to file its
financial statement wherud or within any extension of time that the Commissioner, for good
cause, may have grantdd985, c. 305, s. 1; 1991, c. 681, s. 12; 1999, s. 9.1; 200212, s.
26(b).)

8 584-20: Recodified as 8§ 5&-220 pursuant to Session Laws 1989 (Regular Ses$#90),
c.0121,s.7.

8§ 584-25. Insurance Regulatory Information System and similar program test data
records.
Financial test ratios, data, or information generated by the NAIC Insurance Regulatory
Information System, any successor program, or amylasi program shall be disseminated by
the Commissioner consistent with procedures established by the A, c. 681, s. 13.)
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Article 5.
Deposits and Bonds by Insurance Companies.
8§ 585-1. Deposits; use of master trust.

Notwithstanding any other provision of law, the Commissioner is authorized to select a
bank or trust company as master trustee to hold cash or securities to be pledged to the State
when deposited with him pursuant to statute. Securities may be held masiter trustee in
any form which, in fact, perfects the security interest of the State in the securities. The
Commissioner shall by rule establish the manner in which the master trust shall operate. The
master trustee may charge the person making the idlepasonable fees for services rendered
in connection with the operation of the try4985, c. 666, s. 55; 1987, c. 864, s. 23.)

§ 585-5. Amount of deposits required of foreign or alien fire and/or marine insurance
companies.

Unless otherwise providein this Article, every fire, marine, or fire and marine insurance
company chartered by any other state or foreign government shall make and maintain deposits
of securities with the Commissioner in the amount of one hundred thousand dollars ($100,000)
market value.(1909, c. 923, s. 1; 1911, c. 164, s. 1; Ex. Sess. 1913, c. 62, ss. 1, 2, 3; 1915, c.
166, s. 6; C.S., s. 6442; 1933, c. 60; 1945, c. 384; 1991, c. 681, s. 1212033 1.)

§ 585-10. Amount of deposits required of foreign or alien fidely, surety and casualty
insurance companies.

Unless otherwise provided in this Article, every fidelity, surety or casualty insurance
company chartered by any other state or foreign government shall make and maintain deposits
of securities with the Commissier in the amount of two hundred thousand dollars ($200,000)
market value(1945, c. 384; 1991, c. 681, s. 16; 242, s. 2.)

§ 585-15. Minimum deposit required upon admission.

Upon admission to do business in the State of North Carolina every faremjren fire,
marine, or fire and marine, fidelity, surety or casualty company shall deposit with the
Commissioner securities in the amounts required under G:555d G.S. 5%-10. (1945, c.

384; 1991, c. 681, s. 17; 20@87, s. 18.)

§ 585-20. Type of deposits.
The deposits required to be made under G.S5-58 585-10, and 5&%-50 shall be
composed of:
(@) Interestbearing bonds of the United States of America;
(b) Interestbearing bonds of the State of North Carolina, or of its cities or
countes; or
(c) Certificates of deposit issued by any solvent bank domesticated in the State
of North Carolina(1945, c. 384; 1989, c. 485, s. 34; 1991, c. 681, s. 18.)

8§ 585-25. Replacements upon depreciation of securities.

Whenever any of the securitieleposited by companies under the provisions of G.S.
585-5, 585-10, and 5&-50 shall be depreciated or reduced in value, such company shall
forthwith increase the deposit in order to maintain the required deposit in accordance with the
amounts requiredybthe said section$1945, c. 384; 1989, c. 485, s. 34.)

§ 585-30. Power of attorney.

With the securities deposited in accordance with G.85-58585-10, and 58-50 the
company shall at the same time deliver to the Commissioner a power of ateetwyed by
its president and secretary or other proper officers authorizing the sale or transfer of said



OCoO~NOOUISA, WN B

securities or any part thereof for the purpose of paying any of the liabilities provided for in this
Article. (1945, c. 384; 1989, c. 485, s. 34; 1981720, s. 4.)

§ 585-35. Securities held by Treasurer; faith of State pledged therefor; nontaxable.

Unless a master trustee is selected by the Commissioner pursuant to G:$, &
securities required to be deposited by each insurance compadny Article shall be delivered
for safekeeping by the Commissioner to the Treasurer of the State who shall receipt him
therefor. For the securities so deposited the faith of the State is pledged that they shall be
returned to the companies entitled toeige them or disposed of as herein provided for. The
securities deposited by any company under this Article shall not, on account of such securities
being in this State, be subjected to taxation but shall be held exclusively and solely for the
protectionof contract holderg1945, c. 384; 1985, c. 666, s. 56.)

§ 585-40. Authority to increase deposit.

When, in the Commissioner's opinion, it is necessary for the protection of the public interest
to increase the amount of deposits specified in G.$-5885-10, 585-50, and 58&-55, the
companies described in those sections shall, upon demand, make additional deposits in such
sums as the Commissioner may require, and those additional deposits shall be held in
accordance with and for the purposes seirothis Article, and shall comprise:

@) Interestbearing bonds of the United States of America;

(b) Interestbearing bonds of the State of North Carolina or of its cities or
counties;

(c) Certificates of deposit issued by any solvent bank domesticatie iState
of North Carolina;

(d) Interestbearing AA or better rated corporate bonds and classified as
investment grade in the latest NAIC Securities Valuation Manual; or

(e)  Other interesbearing bonds or notes considered to be acceptable by the
Commissioner on a case by case ba¢l€45, c. 384; 1989, c. 485, s. 34;
1991, c. 681, s. 19.)

8§ 585-45: Repealed by Session Laws 1991, c. 681, s. 21.

8§ 585-50. Deposits of foreign life insurance companies.

In addition to other requirements of this Claptll foreign life insurance companies shall
deposit securities, as specified in G.S:5580, that have a market value of four hundred
thousand dollars ($400,000) as a prerequisite of doing business in this State. All foreign life
insurance companies ah deposit an additional two hundred thousand dollars ($200,000)
where such companies cannot show three years of net income before being licensed in this
State. (1989, c. 485, s. 35; 20812, s. 3; 200215, s. 3; 200824, s. 2.1.)

8 585-55. Deposits of capital and surplus by domestic insurance companies.

(@ In addition to other requirements of Articles 1 through 64 of this Chapter, all
domestic stock insurance companies shall deposit their required statutory capital with the
Commissioner. Sth deposits shall be under the exclusive control of the Commissioner for the
protection of policyholders.

(b) In addition to other requirements of Articles 1 through 64 of this Chapter, all
domestic mutual insurance companies shall deposit at least &figemt (50%) of their
minimum required surplus with the Commissioner, with the amount of the deposit to be
determined by the Commissioner. Such deposits shall be under the exclusive control of the
Commissioner for the protection of policyholders.

(c) Deposits fulfilling the requirements of this section shall comprise:



OCoOoO~NOUIE WNPE

(2) Interestbearing bonds of the United States of America;

(2) Interestbearing bonds of the State of North Carolina or of its cities or
counties; or

3) Certificates of deposit issued lany solvent bank domesticated in the State
of North Carolina. (1989, c. 485, s. 35; 1991, c. 681, s. 20; 1993, c. 504, s.
3; 2008124, s. 2.5.)

§ 585-60: Repealed by Session Laws 1995, c. 193, s. 8.

8 585-63. Interest; liquidation of deposits forliabilities.

(@  All insurance companies making deposits under this Article are entitled to interest
on those deposits. The right to interest is subject to a company paying its insurance policy
liabilities. If any company fails to pay those liabilitiestdrest accruing after the failure is
payable to the Commissioner for the payment of those liabilities under subsection (b) of this
section.

(b) If any company fails to pay its insurance policy liabilities after those liabilities have
been established byetlement or final adjudication, the Commissioner may liquidate the
amount of the company's deposit and accrued interest specified in subsection (a) of this section
that will satisfy the company's policy liabilities and make payment to the person to Wwhom t
liability is owed. After payment has been made, the Commissioner may require the company to
deposit the amount paid out under this subsection. As used in this section, "insurance policy"
includes a policy written by a surety bondsman under Article Thi®fChapter.

(c) Notwithstanding the provisions of G.S.-58&0, if any company that is or has been
the subject of supervision or rehabilitation proceedings fails to pay its liabilities for temporary
disability payments or emergency medical expensesrymaleies of workers' compensation
insurance, the Commissioner shall liquidate the company's deposits and accrued interest and
shall use the proceeds to pay such liabilities until that company becomes the subject of a final
order of liquidation with a fiding of insolvency that has not been stayed or been the subject of
a writ of supersedeas or other comparable order. The Commissioner also may enter into one or
more contracts to handle the administration of the identification and payment of such Babilitie
and to the extent such a contract is entered into, the contractor and its employees, agents, and
attorneys, shall have immunity of the same scope and extent as an employee of the State acting
in the course and scope of the public duties of such emptayiéer an order of liquidation
with a finding of insolvency has been entered by a court of competent jurisdiction that has not
been stayed or been the subject of a writ of supersedeas or other comparable order, then the
balance of the proceeds, if arshall be delivered to the North Carolina Insurance Guaranty
Association in accordance with G.S-88-95. To the extent that any payment made hereunder
reduces the ratable amount payable to policyholders under GE&=7/®&8he liens obtained by
the NorthCarolina Insurance Guaranty Association pursuant to Article 48 of this Chapter shall
be reduced to such extent as necessary to permit the policyholders to be paid the ratable share
that would have been due but for such paym¢h®e5, c. 193, s. 11; 19984, s. 8; 200223,

S. 23.2; 2002185, s. 8.)

Articles 1 through 64 of this Chapter may be cited and shall be known as the Insurance Law.
(1899, c. 54; Rev., s. 4677; C.S., s. 6260.)
8 585-65: Repealed by Session Laws 1995, c. 193, s. 8.

8 585-70. Lien of policyholders; action to enforce.

Upon the securities deposited with the Commissioner by any foreign or alien insurance
company, the holders of all contracts of the company who are citizens or residents of this State
at the time, or who hold polies issued upon property in the State, shall have a lien for amounts
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in excess of fifty dollars ($50.00) due them, respectively, under or in consequence of the
contracts for losses, equitable values, return premiums, or otherwise, and shall be engtled to b
paid ratably out of the proceeds of the securities, if the proceeds are not sufficient to pay all of
the contract holders. When any foreign or alien insurance company depositing securities under
this Article becomes insolvent or bankrupt or makes amgmsent for the benefit of its
creditors, any holder of the contract may begin an action in the Superior Court of the County of
Wake to enforce the lien for the benefit of all the holders of the contracts. The Commissioner
shall be a party to the suit, atlte funds shall be distributed by the court, but the cost of the
action shall not be adjudged against the Commissi¢b®09, c. 923, s. 4; C.S., s. 6445; 1991,

C. 720, s. 4; 1995, c. 193, s. 12; 20213, s. 24.1; 200487, s. 103(a).)

§ 585-71. Liensof policyholders; subordination.

Liens against the deposit of a foreign insurer under G.S-88 shall be subordinated to
the reasonable and necessary expenses of the Commissioner in liquidating the deposit and
paying the special deposit claims. "Spédeposit claims" has the same meaning set forth in
G.S. 5830-10(19). (1993 (Reg. Sess., 1994), c. 678, s. 7; 2008, s. 2.4.)

§ 585-75. Substitution for securities paid.

Where the principal of any of the securities so deposited is paid to the Gsiomer, he
shall notify the company or its agent in this State, and pay the money so received to the
company upon receiving other securities of the character named in this Article to an equal
amount, or, upon the failure of the company for 30 days ataiving notice to deliver such
securities to an equal amount to the Commissioner, he may invest the money in any such
securities and hold the same as he held those which werdl248, c. 923, s. 5; C.S., s. 6446;
1991, c. 720, s. 4.)

§ 585-80. Retun of deposits.

If such company ceases to do business in this State and its liabilities, whether fixed or
contingent upon its contracts, to persons residing in this State or having policies upon property
situated in this State have been satisfied or haea lberminated, or have been fully reinsured,
with the approval of the Commissioner, in a solvent company licensed to do an insurance
business in North Carolina approved by the Commissioner, upon satisfactory evidence of this
fact to the Commissioner theta®e Treasurer or the trustee selected pursuant to G158
shall deliver to such company, upon the order of the Commissioner, the securities in his
possession belonging to it, or such of them as remain after paying the liabilities aforesaid.
(1909, c923, s. 6; C.S., s. 6447; 1951, c. 781, s. 1; 1985, c. 666, s. 57; 1991, c. 720, s. 4.)

§ 585-85: Repealed by Session Laws 1991, c. 681, s. 21.

8§ 585-90. Deposits held in trust by Commissioner or Treasurer.

€)) Deposits by Domestic Company. The Commissioner or the Treasurer, in that
officer's official capacity, shall take and hold in trust deposits made by any domestic insurance
company for the benefit of all of the insurer's policyholders and for the purpasenplying
with the laws of any other state to enable the company to do business in that state. The
company making the deposits is entitled to the income thereof, and may, from time to time,
with the consent of the Commissioner or Treasurer, and whefonbadden by the law under
which the deposit was made, change in whole or in part the securities which compose the
deposit for other solvent securities of equal par value. Upon request of any domestic insurance
company the Commissioner or the Treasurer medyrn to the company the whole or any
portion of the securities of the company held by the officer on deposit, when the officer is
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satisfied that the deposits are subject to no liability and are no longer required to be held by any
provision of law or prpose of the original deposit.

(b) Deposits by Foreign or Alien Compary.The Commissioner or Treasurer, in that
respective officer's official capacity, shall take and hold in trust deposits made by any foreign
or alien insurance company for the benefittlee holders of all insurance contracts of the
company who are citizens or residents of this State or who hold policies issued upon property
in this State in accordance with G.S:%80. The Commissioner or Treasurer may return to the
trustees or otherepresentatives authorized for that purpose any deposit made by a foreign or
alien insurance company, when it appears that the company has ceased to do business in the
State and is under no obligation to policyholders or other persons in the State fobemefse
the deposit was made.

(c) Action to Enforce or Terminate the TrustAn insurance company which has made
a deposit in this State pursuant to Articles 1 through 64 of this Chapter, or its trustees or
resident managers in the United States, orQbmmissioner, or any creditor of the company,
may at any time bring an action in the Superior Court of Wake County against the State and
other parties properly joined therein, to enforce, administer, or terminate the trust created by the
deposit. The proas in this action shall be served on the officer of the State having the deposit,
who shall appear and answer in behalf of the State and perform such orders and judgments as
the court may make in such actiq¢h899, c. 54, s. 17; 1901, c. 391, s. 2; 1903138, s. 1; c.

536, s. 4; Rev., s. 4709; C.S., s. 6313; 1945, c. 384; 1991, c. 720, s.215)@54.)

§ 585-95. Deposits subject to approval and control of Commissioner.

The deposits of securities required to be made by any insurance comphisyStéte shall
be approved by the Commissioner of the State, and he may examine them at all times, and may
order all or any part thereof changed for better security, and no change or transfer of the same
may be made without his assefi903, c. 536, s.;Rev., s. 4710; C.S., s. 6314; 1945, c. 384,
1991, c. 720, s. 4.)

8§ 585-100. Deposits by alien companies required and regulated.

An alien company, other than life, shall not be admitted to do business in this State until, in
addition to complying with the conditions by law prescribed for the licensing and admission of
such companies to do business in this State, it has made atdejlosihe Treasurer or
Commissioner, or with the financial officer of some other state of the United States, of a sum
not less than the capital required of like companies under Articles 1 through 64 of this Chapter.
This deposit must be in exclusive truer the benefit and security of all the company's
policyholders and creditors in the United States, and may be made in the securities, but subject
to the limitations, specified in Articles 1 through 64 of this Chapter with regard to the
investment of theapital of domestic companies formed and organized under the provisions of
Articles 1 through 64 of this Chapter. The deposit shall be deemed for all purposes of the
insurance law the capital of the company makinfLB99, c. 54, s. 64; 1903, c. 4386sRev.,
S.4711; C.S., s. 6315; 1945, c. 384; 1991, c. 720, s. 52.)

8§ 585-105. Deposits by life companies not chartered in United States.

Every alien life insurance company organized under the laws of any other country than the
United States must havand keep on deposit with some state insurance department or in the
hands of trustees, in exclusive trust for the security of its contracts with policyholders in the
United States, funds of an amount equal to the net value of all its policies in the Staites
and not less than three hundred thousand dollars ($300(@80Y%, c. 54, s. 56; Rev., s. 4712;
C.S., s. 6316; 1945, c. 384.)

§ 585-110. Registration of bonds deposited in name of Treasurer or Commissioner.
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The Commissioner is hereby empowereghon the written consent of any insurance
company depositing with the Commissioner or the State Treasurer under any law of this State,
any state, county, city, or town bonds or notes which are payable to bearer, to cause such bonds
or notes to be regigid as to the principal thereof in lawful books of registry kept by or in
behalf of the issuing state, county, city or town, such registration to be in the name of the
Treasurer of North Carolina or the Commissioner in trust for the company depositimgjdéke
or bonds and the State of North Carolina, as their respective interest may appear, and is further
empowered to require of any and all such companies the filing of written consent to such
registration as a condition precedent to the right of makiggach deposit or right to continue
any such deposit heretofore magle925, c. 145, s. 2; 1945, c. 384; 1985, c. 666, s. 58; 1991, c.
720,s.4.)

8§ 585-115. Notation of registration; release.

Bonds or notes so registered shall bear notation of su@dtregipn on the reverse thereof,
signed by the registering officer or agent, and may be released from such registration and may
be transferred on such books of registry by the signature of the State Treasurer or
Commissioner(1925, c. 145, s. 3; 1945,384,; 1985, c. 666, s. 59.)

8§ 585-120. Expenses of registration.
The necessary expenses of procuring such registration and any transfer thereof shall be paid
by the company making the depos(t925, c. 145, s. 4; 1945, c. 384.)

§ 585-125: Repealedy Session Laws 1991, c. 681, s. 21.

Article 6.
License Fees and Taxes.
§ 586-1. Commissioner to report taxes and fees and pay monthly.

On or before the 10th day of each month the Commissioner shall furnish to the Auditor a
statement in detail of the taxes and fees received during the previous month, and shall pay the
amounts received to the Treasurer. Except as otherwise provided, thetastwall be credited
to the General Fund. The Auditor may examine the accounts of the Commissioner and check
them up with said statemeriil899, c. 54, s. 82; 1901, c. 391, s. 7; 1905, c. 430, s. 4; Rev., s.
4714; C.S., s. 6317; 1991, c. 720, s. 4; 16Ré&g. Sess., 1992), c. 1014, s. 4; 1998, s.

83(b).)

§ 586-5. Schedule of fees and charges.
The Commissioner shall collect and pay into the State treasury fees and charges as follows:

Q) For filing and examining an insurance company applicatiomdonission, a
nonrefundable fee of one thousand dollars ($1,000), to be submitted with the
filing; for each certification or confirmation of an insurance company
deposit held by the Commissioner pursuant to this Chapter, tiieaty
dollars ($25.00).

(2) Repealed by Session Laws 1977, c. 376, s. 2.

3) The Commissioner shall receive for copy of any record or paper in his office
fifty cents (50¢) per copy sheet.

(4) He shall collect all other fees and charges due and payable into the State
treasury by any copany, association, order, or individual under his
Department.

(5) Repealed by Session Laws 19986, s. 1.(1899, c. 54, ss. 50, 68, 80, 81,
82, 87, 90, 92; 1901, c. 391, s. 7; c. 706, s. 2; 1903, c. 438, ss. 7, 8; c. 536, S.
4; cc. 680, 774; 1905, c. 588. 68; Rev., s. 4715; 1913, c. 140, s. 1; 1919, c.



OCoO~NOOUIDA WNPE

186, s. 6; C.S., s. 6318; 1921, c. 218; 1935, c. 334; 1939, c. 158, s. 208;
1945, c. 386; 1947, c. 721; 1957, cc. 133, 1047; 1959, c. 911, 1963, c. 692,
1977, c. 376, s. 2; ¢. 802, s. 50; 1983, c. 796, $989 (Reg. Sess., 1990), c.
1069, s. 2; 1991, c. 720, s. 4; 1995, c. 360, s. 2(f); c. 507, s. 11A(c);
1999435, s. 1; 2008124, s. 1.1; 200951, s. 21.11(a).)

8 586-7. Licenses; perpetual licensing; annual license continuation fees for insurance
companies.
€)) In order to do business in this State, an insurance company shall apply for and
obtain a license from the Commissioner. The license shall be perpetual and shall continue in
full force and effect, subject to timely payment of the annual leerantinuation fee in
accordance with this Chapter and subject to any other applicable provision of the insurance
laws of this State. The insurance company shall pay a fee for each year the license is in effect,
as follows:
For each domestic farmermutual assessment fire

INSUIANCE COMPANY......ceeererrrrennnnnnimmreesrsnnnnnaaeeaeaeeeessmansaaaaaaaaaaaaaees $ 25.00
For each fraternal Order..........oooveevvuiiiiiieeeeee e 500.00
For each of all other insurance companies, except mutual

burial associations taxed under G.SA@RA. L........ccoevvvevieeneeiimeeeeennn. 2,500.00

The fees levied in this subsection are in addition to thoseifeed in G.S. 5&-5.

(b) Repealed by Session Laws 204, s. 1.2, effective January 1, 2006, and
applicable to applications filed, licenses issued, and licenses continued on or after that date.

(c) Upon payment of the fee specified above and thededdaxes elsewhere specified,
each insurance company, exchange, bureau, or agency, shall be entitled to do the types of
business specified in Chapter 58, of the General Statutes of North Carolina as amended, to the
extent authorized therein. All fees awtlarges collected by the Commissioner under this
Chapter are nonrefundable.

(d)  Any rating bureau established by action of the General Assembly of North Carolina
shall be exempt from the fees in this secti¢h945, c. 752, s. 2; 1947, c. 501, s. 8; 19585
179, s. 5; 1989 (Reg. Sess., 1990), c. 1069, s. 4; 1993, c. 495, s. 4; 1993 (Reg. Sess., 1994), c.
745, s. 12; 1995, c. 193, s. 65; c. 360, s. 1(c); c. 507, s. 11A(C)4BES. 2; 200212, s.
26(c); 2005424, s. 1.2; 200951, s. 21.11(b).)

8§ 586-10. Repealed by Session Laws 19882, s 1.1.

8 586-15. Annual license continuation fee definition; requirements.

For purposes of this Chapter only, "annual license continuation fee" means the fee specified
in G.S. 586-7 submitted to the Commissienfor each year the license is in effect after the
company's year of initial licensing. The annual license continuation fee must be submitted
annually on or before the first day of March for as long as the license is to remain in effect. If
the Commissioer is satisfied that the company has met all requirements of law and appears to
be financially solvent, the Commissioner shall not revoke or suspend the license of the
company, and the company shall be authorized to do business in this State, subljeth¢o al
applicable provisions of the insurance laws of this State. Nothing contained in this section shall
be interpreted as applying to licenses issued to individual representatives of insurance
companies(1899, c. 54, s. 78; Rev., s. 4718; C.S., s. 63985, c. 179, s. 1; 1987, c. 629, s.

16; 1989 (Reg. Sess., 1990), c. 1069, s. 3; 1995, c. 507, s. 11A(cy22P03. 26(d);
2005215, s.5.)

8 586-20. Policyholders to furnish information.






