PRI OR PRI NTER S NO. 3199 PRINTER S NO. 4542

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2299 %5

| NTRODUCED BY PAYNE, ALLEN, BAKER, BALDW N, BOYD, CLYMER,
DENLI NGER, GODSHALL, HERMAN, HERSHEY, HUTCHI NSQON, KI LLI ON,
MAI TLAND, MAJOR, Ml LHATTAN, MJSTI O, PI CKETT, REED, REl CHLEY,
SCAVELLO, R STEVENSON, TIGUE, TURZAI, LEH, MARSI CO,
FAI RCH LD, T. STEVENSON, CAUSER, HARRI'S, S. M LLER
HENNESSEY, METCALFE, CREI GHTON, CAPPELLI, G NCGRI CH, DALLY,
CRAHALLA, HARHART, EGOLF, BENNI NGHOFF, BROMWNE, E. Z. TAYLOR
WLT, WEBER, RUBLEY, FORCIER, SOLOBAY, GERCELY, SAYLOR,
ARMSTRONG, HARPER, YOUNGBLOCD, MACKERETH, O NEI LL,
WASHI NGTON, ZUG PALLONE, WRI GHT, GABI G LEWS, WALKO AND
WATSON, JANUARY 26, 2004

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
OCTOBER 18, 2004
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ies— AUTHORI ZI NG THE ESTABLI SHVENT AND MAI NTENANCE OF <—
HEALTH SAVI NGS ACCOUNTS; PROVI DI NG AN EXCLUSI ON FROM STATE
| NCOVE TAX; AND | MPOSI NG RESTRI CTI ONS ON HEALTH SAVI NGS
ACCOUNTS.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Health
Savi ngs Account Act.
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17 SECTION 2. LEQ SLATI VE | NTENT.

18 I'T 1S THE | NTENT OF THE GENERAL ASSEMBLY TO EXTEND TO HEALTH
19 SAVI NGS ACCOUNTS ESTABLI SHED PURSUANT TO SECTI ON 223 OF THE
20 | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8§
21 223) AN EXCLUSI ON FROM STATE | NCOVE TAX.

22 SECTION 3. DEFI NI TI ONS.

23 THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S ACT SHALL
24 HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

25 CONTEXT CLEARLY | NDI CATES OTHERW SE:

26 "HEALTH | NSURANCE POLI CY." AN | NDI VI DUAL OR GROUP HEALTH
27 SI CKNESS OR ACCI DENT PCLI CY OR SUBSCRI BER CONTRACT OR

28 CERTI FI CATE | SSUED BY AN ENTI TY SUBJECT TO ANY ONE OF THE

29 FOLLOW NG

30 (1) THE ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOM AS
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THE | NSURANCE COVPANY LAW OF 1921.

(2) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364),
KNOWN AS THE HEALTH MAI NTENANCE ORGANI ZATI ON ACT.

(3) THE ACT OF MAY 18, 1976 (P.L.123, NO. 54), KNOW AS
THE | NDI VI DUAL ACCI DENT AND S| CKNESS | NSURANCE M NI MUM
STANDARDS ACT.

(4) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN
CORPORATI ONS) OR 63 ( RELATI NG TO PROFESSI ONAL HEALTH SERVI CES
PLAN CORPORATI ONS) .

"HEALTH SAVI NGS ACCOUNT." AS DEFI NED | N SECTI ON 223(D) OF
THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26 U.S.C.
§ 223(D)).

"QUALI FI ED MEDI CAL EXPENSES." AS DEFI NED | N SECTI ON 223( D)
OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26
U S.C § 223(D)).

SECTI ON 4. STATE | NCOVE TAX EXCLUSI ON.

(A) GENERAL RULE. --ANY | NCREASE IN THE VALUE OF A HEALTH
SAVI NGS ACCOUNT AND ANY PAYMENT OR DI STRI BUTI ON FROM A HEALTH
SAVI NGS ACCOUNT THAT |'S USED EXCLUSI VELY TO PAY QUALI FI ED
MEDI CAL EXPENSES SHALL BE EXCLUDED FROM TAXATI ON UNDER ARTI CLE
11 OF THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), KNOAN AS THE TAX
REFORM CODE OF 1971.

(B) NONQUALI FI ED PAYMENTS OR DI STRI BUTI ONS. - - A PAYMENT OR
DI STRI BUTI ON FROM A HEALTH SAVI NGS ACCOUNT THAT |'S USED FOR ANY
PURPOSE OTHER THAN TO PAY QUALI FI ED MEDI CAL EXPENSES SHALL BE
| NCLUDED | N | NCOVE UNDER ARTI CLE 111 OF THE TAX REFORM CODE OF
1971 TO THE EXTENT THAT THE AMOUNTS PAI D OR DI STRI BUTED WERE NOT
PREVI QUSLY | NCLUDED | N | NCOVE. THE COST RECOVERY METHOD SHALL BE
USED TO DETERM NE THE PORTI ON OF THE PAYMENT OR DI STRI BUTI ON TO
BE | NCLUDED | N | NCOME.
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SECTI ON 5. MANDATED BENEFI TS.

(A) CENERAL RULE. --A HEALTH | NSURANCE PCLI CY THAT WOULD
QUALI FY AS A HI GH DEDUCTI BLE HEALTH PLAN UNDER SECTI ON 223(C) ( 2)
OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26
US C 8§ 223(C)(2)) SHALL BE SUBJECT TO ANY PROVI SI ON OF LAW
MANDATI NG A M NI MUM HEALTH | NSURANCE BENEFI T OR REI MBURSEMENT.

(B) CONSTRUCTI ON.--NOTHING IN THI S ACT SHALL BE CONSTRUED TO
PROH BI T OR PREVENT A HEALTH | NSURANCE POLI CY THAT WOULD QUALI FY
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I NTERNAL REVENUE CODE OF 1986 FROM APPLYI NG DEDUCTI BLES OR
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COPAYMENTS TO BENEFI TS OFFERED UNDER THESE MANDATED M NI MUM

=
N

HEALTH | NSURANCE BENEFI TS.
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SECTI ON 6. APPLI CABI LI TY.

H
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SECTI ON 4 SHALL APPLY TO TAXABLE YEARS BEG NNI NG AFTER
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DECEMBER 31, 2003.
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SECTI ON 7. EFFECTI VE DATE.
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TH' S ACT SHALL TAKE EFFECT I N 60 DAYS.
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