PRI OR PRI NTER S NO. 312 PRINTER S No. 710

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 300 5e”

| NTRODUCED BY ARMSTRONG, JUBELI RER, BRI GHTBI LL, MADI GAN,
RHOADES, SCARNATI, WAUGH, PILEGE, KASUNI C, VENCER, THOVPSON
EARLL, WONDERLI NG, CORVAN, RAFFERTY, KITCHEN, GREENLEAF
TOWLI NSON, PUNT, VANCE, PIPPY, GORDNER, PICCOLA, LEMVOND,
D. WVH TE, COSTA, CONTI, M VWH TE, BOSCOLA, ERI CKSQON, ROBBI NS,
ORIE, OPAKE, C. WLLIAV5 AND REGOLA, FEBRUARY 15, 2005

AS AVENDED ON THI RD CONSI DERATI ON, APRIL 19, 2005
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AN ACT
Aut hori zi ng the establishnment and mai nt enance of health savings
accounts; exenpting—eontributions—fromtaxation PROVIDING FOR <—

SPECI AL TAX PROVI SI ONS; and inposing restrictions 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.

Section 2. Legislative intent.

It is the intent of the General Assenbly to extend SPECI AL <—
TAX PROVI SIONS to health savings accounts established in this
Commonweal th pursuant to section 223 of the Internal Revenue
Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 223). exenption <—
from-State—tncore—tax—
Seetton—3—Freatrent—of—cont+ribution—nterest—and

rei-rburserents—



SECTI ON 3. DEFI NI TI ONS.
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THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S ACT SHALL

10 HAVE THE MEANINGS G VEN TO THEM I N THI S SECTI ON UNLESS THE
11 CONTEXT CLEARLY | NDI CATES OTHERW SE:

12 " ACCOUNT BENEFI Cl ARY." AS DEFI NED | N SECTI ON 223(D)(3) OF
13 THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26 U.S.C.
14 § 223(D)(3)).

15 " EXCESS CONTRI BUTI ON DI STRIBUTION." A DI STRI BUTI ON DESCRI BED
16 | N SECTI ON 223(F)(3) OF THE | NTERNAL REVENUE CODE OF 1986

17 (PUBLIC LAW99-514, 26 U.S.C. § 223(F)(3)). THE TERM SHALL NOT
18 | NCLUDE AMOUNTS OF | NCOVE ATTRI BUTABLE TO SUCH DI STRI BUTI ON.

19 "HEALTH | NSURANCE POLICY." AN | NDI VI DUAL OR GROUP HEALTH,
20 SI CKNESS OR ACCI DENT POLI CY OR SUBSCRI BER CONTRACT OR

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

22 FOLLOW NG

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

25 (2) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364),

26 KNOWN AS THE HEALTH MAI NTENANCE ORGANI ZATI ON ACT.

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

29 STANDARDS ACT.

30 (4) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN
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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. SPECI AL TAX PROVI SI ONS.

(A) GENERAL RULE. --THE FOLLOW NG SHALL BE EXCLUDED FROM
TAXATI ON UNDER ARTI CLE |11 OF THE ACT OF MARCH 4, 1971 (P.L.8,
NO 2), KNOAN AS THE TAX REFORM CODE OF 1971:

(1) ANY CONTRI BUTI ON TO A HEALTH SAVI NGS ACCOUNT BY AN

ACCOUNT BENEFI Cl ARY OR THE EMPLOYER OF THAT ACCOUNT

BENEFI Cl ARY THAT CONFORMS TO SECTI ON 223(A) AND (B) OF THE

| NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26 U.S.C. §

223(A) AND (B));

(2) ANY | NCOVE OF A HEALTH SAVI NGS ACCOUNT;

(3) ANY AMOUNT PAI D OR DI STRI BUTED OUT OF A HEALTH
SAVI NGS ACCOUNT THAT |'S USED EXCLUSI VELY TO PAY THE QUALI FI ED
MEDI CAL EXPENSES OF THE ACCOUNT BENEFI Cl ARY; AND

(4) ANY AMOUNT PAI D OR DI STRI BUTED OUT OF A HEALTH

SAVI NGS ACCOUNT THAT |'S USED EXCLUSI VELY TO REI MBURSE AN

ACCOUNT BENEFI Cl ARY FOR QUALI FI ED MEDI CAL EXPENSES.

(B) TAXABLE DI STRI BUTI ONS. - - THE FOLLOW NG SHALL BE | NCLUDED
IN THE | NCOVE OF THE ACCOUNT BENEFI Cl ARY AND SHALL BE SUBJECT TO
TAXATI ON UNDER ARTI CLE |11 OF THE TAX REFORM CODE OF 1971:

(1) ANY AMOUNT PAI D OR DI STRI BUTED OUT OF A HEALTH

SAVI NGS ACCOUNT THAT |'S USED FOR ANY PURPOSE OTHER THAN TO

PAY THE QUALI FI ED MEDI CAL EXPENSES OF THE ACCOUNT
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BENEFI Cl ARY.
(2) ANY EXCESS CONTRI BUTI ON DI STRI BUTI ON THAT HAS NOT
PREVI QUSLY BEEN | NCLUDED | N THE ACCOUNT BENEFI Cl ARY' S | NCOVE.
(3) ANY AMOUNT OF THE ACCOUNT BENEFI Cl ARY' S | NCOVE
ATTRI BUTABLE TO AN EXCESS CONTRI BUTI ON DI STRI BUTI ON
Section 4 5. Mandated benefits. <—
(a) GCeneral rule.--A health insurance policy that would
qual ify as a high deductible health plan under section 223(c)(2)
of the Internal Revenue Code of 1986 (Public Law 99-514, 26
U S C 8 223(c)(2)) shall be subject to any provision of |aw
mandating a m ni mum health insurance benefit or reinbursenent.
(b) Construction.--Nothing in this act shall be construed to
prohi bit or prevent a health insurance policy that would qualify
as a high deductible health plan under section 223(c)(2) of the
I nternal Revenue Code of 1986 from applying deducti bl es or
copaynents to benefits offered under these nmandated m ni num

heal th i nsurance benefits.

n <___
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SECTI ON 6. APPLI CABI LI TY.

SECTI ON 4 SHALL APPLY TO TAXABLE YEARS BEG NNI NG AFTER
DECEMBER 31, 2004.

Section 5 7. Ef fecti ve date.
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This act shall take effect in 60 days.

A3L40JAM 20050S0300B0710 - 5 -



