PRI OR PRI NTER S NO. 2960 PRINTER S NO. 3229

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2026 *%5

| NTRODUCED BY PI CKETT, BOYD, CUTLER, J. EVANS, KENNEY, KILLION

MUSTI O, REI CHLEY, STERN, TURZAI, WATSON, M LNE, BAKER

R STEVENSQON, SCAVELLO, CAPPELLI, MOUL, GOODVAN, HERSHEY,
HESS, SURRA, GEI ST, SAYLOR, SIPTROTH, G NGRI CH, CARROLL

HELM WANSACZ, GRELL, MENSCH, MARSHALL, Ml LHATTAN, O NEILL
RUBLEY, M KELLER, SONNEY, MANDERI NO, MOYER, LEACH, PHI LLI PS,
MAJOR, SCHRODER, YOUNGBLOOD, FLECK, HORNAMAN AND

Mel LVAINE SM TH, DECEMBER 6, 2007

AS

REPORTED FROM COW TTEE ON | NSURANCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, FEBRUARY 12, 2008
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AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An

act relating to insurance; anending, revising, and
consolidating the | aw providing for the incorporation of

i nsurance conpani es, and the regul ation, supervision, and
protection of hone and foreign insurance conpanies, Lloyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regulation and
supervi sion of insurance carried by such conpani es,

associ ations, and exchanges, including insurance carried by
the State Workmen' s | nsurance Fund; providing penalties; and
repealing existing laws," in heal th and acci dent i nsur ance,
providing for group health policies to continue for period of
time after term nation of enpl oynent or nmenbership in health
mai nt enance organi zati ons.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

as

Section 1. The act of May 17, 1921 (P.L.682, No.284), known

The | nsurance Conpany Law of 1921, is anended by adding a

section to read:

Secti on 635. 2. M ni - COBRA Snual | Enpl oyer Group Heal th




1 Policies.--(a) A group policy delivered or issued for delivery
2 in this Commpnwealth after the effective date of this section by
3 an_insurer which insures enployes or nenbers and their eligible
4 dependents for hospital, surgical or major nedical insurance en
5

6

7

8

9

10 SHALL PROVI DE THAT COVERED EMPLOYES OR ELI G BLE DEPENDENTS WHOSE
11 COVERAGE UNDER THE GROUP POLI CY WOULD OTHERW SE TERM NATE

12 BECAUSE OF A QUALI FYI NG EVENT shall be entitled to _continue

13 their hospital, surgical or mmjor nedical coverager—ineluding
14 ecoverageftortheir—eligible dependents under that group policy
15 subject to the following terns and conditions:

16 (1) Continuation shall only be available to an A COVERED

17 enploye or menber ELI G BLE DEPENDENT who has been conti nuously
18 insured under the group policy, and for sinml|ar benefits under
19 any group policy which it replaced, during the entire three-
20 nonth period ending with such termnation. If enploynent is
21 reinstated during the continuation period, then coverage under
22 the group policy nust be reinstated for the enpleyeand-any
23 COVERED EMPLOYE AND ANY ELI G BLE dependents who were covered
24 under _continuation.
25 (2) Continuation shall not be available for any person
26 covered under the group policy who:
27 (i) is covered or is eligible for coverage under Medicare;
28 (ii) is covered or is eligible for coverage under Medi cai d;
29 (iii) fails to verify that he is ineligible for enployer-

30 based group health i nsurance as an eli gi bl e dependent ;

or
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(iv) is or could be covered by any other insured or

uni nsured arrangenment whi ch provi des hospital, surgical or nmjor

medi cal coverage for individuals in a group and under which the

person was not covered i nmedi ately prior to such term nati on, <—

EXCLUDI NG THE MEDI CAL_ASS| STANCE PROGRAM ESTABL| SHED UNDER THE

ACT OF JUNE 13, 1967 (P.L.31, NO 21), KNOM AS THE "PUBLI C

VELFARE CODE. "

(3) Continuation need not include dental, vision care or

prescripti on drug benefits or any other benefits provi ded under

the group policy in addition to its hospital, surqgical or nmjor

medi cal benefits, but continuation nmust include any benefits

mandat ed under this OR ANY OTHER act if those benefits are <—

provi ded under the group policy.

(4) (1) THE GROUP PCOLICY SHALL PROVIDE, AT THE TIME OF <—

COMVENCEMENT OF COVERAGE UNDER THE PLAN, VI TTEN NOTI CE TO EACH

COVERED EMPLOYE AND ADULT ELI G BLE DEPENDENT OF THE EMPLOYE, |F

ANY, OF THE RI GHTS PROVI DED UNDER THI S SECTI ON.

(1) THE EMPLOYER OF A COVERED EMPLOYE UNDER A PLAN MJUST

NOTI FY THE ADM NI STRATOR OF A QUALI FYI NG EVENT WTH N THI RTY

DAYS OF THE DATE OF THE QUALI FYI NG EVENT.

(11'1) EACH COVERED EMPLOYE OR ELI G BLE DEPENDENT | S

RESPONSI BLE FOR NOTI FYI NG THE ADM NI STRATOR OF THE OCCURRENCE OF

ANY QUALI FYI NG EVENT WTHI N SI XTY DAYS AFTER THE DATE OF THE

QUALI FYI NG EVENT_AND EACH ELI G BLE DEPENDENT WHO | S DETERM NED,

UNDER TITLE Il OR XVl OF THE SOCI AL _SECURITY ACT (49 STAT. 620,

42 U.S.C. 8§ 301 ET SEQ ), TO HAVE BEEN DI SABLED AT ANY TI ME

DURI NG THE FI RST SI XTY DAYS OF CONTI NUATI ON COVERAGE UNDER THI' S
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SECTI ON | S RESPONSI BLE FOR NOTI FYI NG THE PLAN ADM NI STRATOR OF

SUCH DETERM NATI ON W THI N SI XTY DAYS AFTER THE DATE OF THE

DETERM NATI ON_AND FOR NOTI FYI NG THE PLAN ADM NI STRATOR WTHI N

TH RTY DAYS AFTER THE DATE OF ANY FI NAL DETERM NATI ON UNDER

TITLE I OR XVI OF THE SOCI AL _SECURITY ACT THAT THE ELIE BLE

DEPENDENT |'S NO LONGER DI SABLED.

(1V)  THE ADM NI STRATOR SHALL NOTIFY, (A) IN THE CASE OF A

QUALI FYI NG EVENT DESCRIBED I N SUBSECTION (E)(5) (1), (1), (I'V)

OR (V1), ANY ELIG BLE DEPENDENT W TH RESPECT TO SUCH EVENT, AND

(B) IN THE CASE OF A QUALI FYI NG EVENT DESCRI BED | N SUBPARAGRAPH

(111) OR (V) OF THE DEFINITION OF "QUALI FYI NG EVENT" I N

SUBSECTI ON (E) WHERE THE COVERED EMPLOYE NOTI FI ES THE

ADM NI STRATOR UNDER SUBPARAGRAPH (111), ANY ELI G BLE DEPENDENT

W TH RESPECT TO SUCH EVENT, OF SUCH DEPENDENT' S RI GHTS UNDER

TH' S SECTI ON.

(V) FOR PURPOSES COF SUBPARAGRAPH (1V), ANY NOTI FI CATI ON

SHALL BE MADE W THI N FOURTEEN DAYS OF THE DATE ON VH CH THE

ADM NI STRATOR |'S NOTI FI ED UNDER SUBPARAGRAPH (11) OR (I11),

VH CHEVER 1S APPLI CABLE, AND ANY SUCH NOTI FI CATION TO AN

ELI G BLE DEPENDENT WHO IS THE PARENT OR GUARDI AN OF ONE OR MORE

ELI G BLE DEPENDENTS SHALL BE TREATED AS NOTI FI CATION TO ALL

OTHER EL| G BLE DEPENDENTS RESI DI NG W TH SUCH PARENT OR GUARDI AN

AT _THE TIME SUCH NOTI FI CATION IS MADE.

(M) EXCEPT AS OTHERW SE SPECI FIED I N AN ELECTI ON, ANY

ELECTI ON OF CONTI NUATI ON COVERAGE BY AN ELI G BLE DEPENDENT SHALL

BE_DEEMED TO | NCLUDE AN ELECTI ON OF CONTI NUATI ON COVERAGE ON

BEHALF OF ANY OTHER ELI G BLE DEPENDENT WHO WOULD LOSE COVERAGE

UNDER THE PLAN BY REASON OF THE QUALI FYING EVENT. IF THERE IS A

CHO CE AMONG TYPES OF COVERAGE UNDER THE PLAN, EACH ELI G BLE

DEPENDENT | S ENTITLED TO MAKE A SEPARATE SELECTI ON AMONG SUCH
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TYPES OF COVERAGE.

(5 (I) THE COVERED EMPLOYE OR ELI G BLE DEPENDENT

REQUESTI NG THE CONTI NUATI ON OF COVERAGE nust pay to the group

policyholder, on a nonthly basis, the anobunt of contri bution

required to conti nue the coverage.

(ii) The prem um contributi on may not be nore than one

hundred a5 FI VE percent of the group rate of the insurance <—

bei ng conti nued on the due date of each paynent; but, if any

benefits are ontted as provi ded by paragraph (3), the prem um

contri bution shall be reduced accordi ngly.

(iii) Nothing in this section shall require the enpl oyer to

contribute to the deducti ble of the enpl oye hol di ng an HSA as

defined in the Internal Revenue Code of 1986 (Public Law 99-514,

26 U.S.C. 8 223(d)) as a conponent of the group policy after the

term nation date as | ong as schedul ed paynents have been nade.

{5 (6) Continuation of coverage under the group policy for <—

any covered person EMPLOYE OR ELI G BLE DEPENDENT shall ternminate <—

upon failure to satisfy paragraph (2) or, if earlier, at the

first to occur of the foll ow ng:

(i) the date nine nonths after the date the COVERED <—

enpl oye's or merbers ELI G BLE DEPENDENT' S cover age under the <—
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group woul d have term nated because of termnationof enployrent <—
or—menrbership A QUALI FYI NG EVENT; <

(ii) if the enploye or nenber fails to nake tinely paynent

of a required premiumcontribution, the end of the period for

whi ch contri buti ons were nade;

(iii) the date on which the group policy is term nated.

te>—An (B) A COVERED enpl oye shall be entitled to obtain a <—

conversion policy as stated in section 38009-A 621.2. The ri ght <—
to a converted policy pursuant to this act for an—enployeor <—
merber A COVERED EMPLOYE OR ELI G BLE DEPENDENT entitled to <—

conti nuati on of coverage under this act shall comrence upon

term nati on of the conti nued coverage provided for under this

act.

(6 COVERAGE AS REQUIRED BY THI S SECTI ON MAY NOT BE <—

CONDI T1 ONED UPQON, OR DI SCRIM NATED ON, THE BASIS OF LACK OF

EVI DENCE OR | NSURABI LI TY.

(d) This section shall only apply to those persons who

satisfy both of the following criteri a:

(1) Persons who are not subject to the continuati on and

conversi on provisions set forth in Title 1, Subtitle B, Part 6

of the Enpl oyment Retirenent | ncone Security Act of 1974 (Public

Law 93-406, 88 Stat. 829) or Title XXIl of the Public Health

Service Act (58 Stat. 682, 42 U S.C. § 201 et seq.).

(2) Persons, AND THE ELI G BLE DEPENDENTS OF SUCH PERSONS, <—

who are enpl oyed by an enpl oyer that employs NORMALLY EMPLOYED <—
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bet ween two _and ni net een _enpl oyes andthe—-eHgible-dependents—of <—

sueh—persons ON A TYPI CAL BUSI NESS DAY DURI NG THE PRECEDI NG <—
YEAR.
(E) FOR PURPOSES OF THI S SECTION, THE FOLLOW NG WORDS AND <—

PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN TH S SUBSECTI ON

UNLESS THE CONTEXT CLEARLY | NDI CATES OTHERW SE:

(1) "COVERED EMPLOYE"' MEANS AN I NDI VIDUAL WAS IS OR WAS

PROVI DED COVERAGE UNDER A GROUP POLI CY BY VI RTUE COF THE

PERFORVMANCE COF SERVI CES BY THE [ NDI VI DUAL FOR ONE OR MORE

PERSONS MAI NTAINING THE PCOLI CY, | NCLUDI NG AS AN EMPLOYE DEFI NED

N SECTION 401(C) (1) OF THE | NTERNAL REVENUE CODE CF 1986

(PUBLIC LAW99-514, 26 U.S.C. 8 1 ET SEQ). SUCH TERM | NCLUDES

EMPLOYES AND MEMBERS AS THOSE TERMS ARE USED | N SECTI ON 621. 2.

(2) "ELECTION PERI OD' MEANS THE PERI OD WHI CH:

(1) BEG NS NOT LATER THAN THE DATE ON WH CH COVERAGE

TERM NATES UNDER THE PLAN BY REASON OF A QUALI FYI NG EVENT;

(1) 1S OF AT LEAST SIXTY DAYS DURATI ON;  AND

(1I'l') ENDS NOT EARLI ER THAN SI XTY DAYS AFTER THE LATER CF:

(A) THE DATE DESCRI BED | N SUBPARAGRAPH (1); OR

(B) IN THE CASE OF ANY ELI G BLE DEPENDENT VWWHO RECEI VES

NOTI CE UNDER SUBSECTI ON (A) (4)(1V), THE DATE OF SUCH NOTI CE.

(3)  "GROUP POLICY" MEANS ANY GROUP HEALTH | NSURANCE POLI CY,

SUBSCRI BER CONTRACT, CERTI FI CATE OR PLAN WHI CH PROVI DES HEALTH

OR SI CKNESS AND ACCI DENT COVERAGE WHI CH |'S OFFERED BY AN

I NSURER. THE TERM SHALL NOT | NCLUDE ANY OF THE FOLLOW NG

(1) AN ACCI DENT_ONLY POLI CY.

(1) ACREDIT ONLY PQOLICY.

(I11)y A LONGTERM OR DI SABI LI TY | NCOVE PQOLI CY.

(1V) A SPECI FI ED DI SEASE PQOLI CY.

(V) A MEDI CARE SUPPLEMENT PQOLI CY.
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(M) ACVILIAN HEALTH AND MEDI CAL PROGRAM OF THE UNI FORMVED

SERVI CES (CHAMPUS) SUPPLEMENT POLI CY.

(M) A FIXED INDEMNITY POLI CY.

(MI1) A DENTAL _ONLY POLICY.

(X) A WORKERS' COVPENSATI ON PQOLI CY.

(XI) AN AUTOMOBI LE MEDI CAL PAYMENT POLI CY UNDER 75 PA. C. S.

(RELATI NG TO VEHI CLES) .

1
2
3
4
5 (IX) A VISION ONLY POLI CY.
6
7
8
9

(XI1) ANY OTHER SIM LAR POLICIES PROVIDING FOR LI M TED

10 BENEFITS.

11 (4) "I NSURER' MEANS A COVPANY OR HEALTH | NSURANCE ENTITY

12 LICENSED IN TH S COWONWEALTH TO | SSUE ANY HEALTH, SI CKNESS OR

13 ACCI DENT PCOLI CY OR SUBSCRI BER CONTRACT OR CERTI FI CATE OR PLAN

14 THAT PROVI DES MEDI CAL OR HEALTH CARE COVERAGE BY A HEALTH CARE

15 FACILITY OR LI CENSED HEALTH CARE PROVI DER THAT | S OFFERED OR

16 GOVERNED UNDER THI S ACT OR ANY OF THE FOLLOW NG

17 (1) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364), KNOMW

18 AS THE "HEALTH MAI NTENANCE ORGANI ZATI ON ACT. "

19 (1) THE ACT OF MAY 18, 1976 (P.L.123, NO 54), KNOMWN AS THE

20 | NDI VI DUAL_ACCI DENT _AND_ SI CKNESS | NSURANCE M NI MUM STANDARDS

21 ACT.

22 (I1'1) 40 PA.CS. CH 61 (RELATING TO HOSPI TAL PLAN

23 CORPORATIONS) OR 63 (RELATING TO PROFESSI ONAL HEALTH SERVI CES

24 PLAN CORPORATI ONS) .

25 (5)  "QUALIFYI NG EVENT" MEANS, W TH RESPECT TO ANY_ COVERED

26 EMPLOYE, ANY OF THE FOLLOW NG EVENTS WH CH, BUT FOR THE

27 CONTI NUATI ON OF COVERAGE REQUI RED UNDER THI S SECTI ON, WOULD

28 RESULT IN THE LOSS OF COVERAGE OF AN EL| G BLE DEPENDENT:

29 (1) THE DEATH OF A COVERED EMPLOYE.

30 (1) THE TERM NATION, OTHER THAN BY REASON OF SUCH EMPLOYE' S
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GRGOSS_M SCONDUCT, OR REDUCTI ON OF HOURS OF THE COVERED EMPLOYE' S

EMPLOYMENT.

(1'1'1) THE DI VORCE OR LEGAL SEPARATI ON OF THE COVERED EMPLOYE

FROM AN ELI G BLE DEPENDENT.

(V)  THE COVERED ENMPLOYE BECOM NG ENTI TLED TO BENEFI TS UNDER

TITLE XVI11 _OF THE SOCI AL SECURI TY ACT (49 STAT. 620, 42 U.S.C

§ 301 ET SEQ).

(V) A DEPENDENT CHI LD CEASI NG TO BE A DEPENDENT CHI LD UNDER

THE GENERALLY APPL|I CABLE REQUI REMENTS OF THE PLAN.

(M) A PROCEEDING IN A CASE UNDER 11 U.S.C. _(RELATING TO

BANKRUPTCY), W TH RESPECT TO THE EMPLOYER FROM WHOSE ENMPLOYMENT

THE COVERED EMPLOYE RETIRED AT _ANY TIME. IN THE CASE OF AN EVENT

DESCRIBED I N TH S SUBPARAGRAPH, A LOSS OF COVERAGE | NCLUDES A

SUBSTANTI AL_ELI M NATI ON OF COVERAGE W TH RESPECT TO AN ELI G BLE

DEPENDENT W THI N ONE YEAR BEFORE OR AFTER THE DATE OF

COMVENCEMENT COF THE PROCEEDI NG

(F) THE DEPARTMENT MAY PROMULGATE REGULATI ONS AS NECESSARY

FOR THE | MPLEMENTATI ON AND ADM NI STRATI ON OF THI' S SECTI ON.

Section 2. This act shall take effect in 60 days.
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