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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1422 %%

I NTRODUCED BY D. WHI TE, ERI CKSQON, VANCE, WOZN AK, BROWNE,
GORDNER, BOSCOLA, SCARNATI, PILEGE, ORI E, O PAKE, PI PPY,
CORMAN, KASUNI C, MADI GAN, C. WLLIAMS, PUNT, COSTA, WAUGH,
RAFFERTY, BAKER, EARLL, STACK, RHOADES AND REGOLA,

MAY 22, 2008

SENATOR D. VHI TE, BANKI NG AND | NSURANCE, AS ANMENDED,
SEPTEMBER 22, 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:

Section 1. The act of May 17, 1921 (P.L.682, No.284), known
as The I nsurance Conpany Law of 1921, is anmended by adding a
section to read:

Secti on 6352 635. 4. M ni - COBRA Snual | Enpl oyer Group Heal th <—

Policies.--(a) A group policy delivered or issued for delivery

in this Commonwealth after the effective date of this section by
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an i nsurer which i nsures enpl oyes or nenbers and their eligible

dependents for hospital, surgical or nmmjor nedical insurance

shal|l provide that covered enpl oyes or eligi ble dependents whose

coverage under the group policy would otherwi se termnm nate

because of a qualifying event shall be entitled to conti nue

their hospital, surgical or nmajor nedical coverage under that

group policy subject to the following terns and conditi ons:

(1) Continuation shall only be avail able to a covered

enpl oye or eligi bl e dependent who has been conti nuously insured

under the group policy, and for simlar benefits under any qgroup

policy which it replaced, during the entire three-nonth peri od

ending with such termnation. |If enploynent is reinstated during

the conti nuati on peri od, then coverage under the group policy

must be reinstated for the covered enpl oye and any eligible

dependents who were covered under conti nuati on.

(2) Continuation shall not be avail able for any person

covered under the group policy who:

(i) is covered or is eliqgible for coverage under Mdi care;

TTRNN | ) Liaibl : | i caid: -
4+ (11) fails to verify that he is ineliqgible for <—

enpl oyer - based group health i nsurance as an eli gi bl e dependent ;

or

- (111) is or could be covered by any other insured or <—

uni nsured arrangenent 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 nation,

excl udi ng the nmedi cal assi stance proqgram establi shed under the

act of June 13, 1967 (P.L.31, No.21), known as the "Public

VWl fare Code. "

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

2008051422B2414 - 2 -
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prescripti on drug benefits or any other benefits provi ded under

the group policy in addition to its hospital, surgical 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) (i) The group policy shall provide, at the tinme of

commencenent of coverage under the plan, witten notice to each

covered enpl oye and adult eligi bl e dependent of the enpl oye, if

any, of the rights provided under this section.

(ii) The enpl oyer of a covered enpl oye under a pl an nust

notify the admnistrator or its designee of a qualifying event

within thirty days of the date of the qualifying event.

(iii) Each covered enpl oye or eligible dependent is

responsi ble for notifying the adm ni strator or its desi gnee of

the occurrence of any qualifying event within sixty days after

the date of the qualifying event and each eli gi bl e dependent who

is deternmined, under Title Il or XVI of the Social Security Act

(49 Stat. 620, 42 U. S.C. § 301 et seq.), to have been di sabl ed

at any tine during the first sixty days of continuati on coverage

under this section is responsible for notifying the pl an

admi ni strator or its desi gnee of such determ nation within sixty

days after the date of the determ nati on and for notifying the

plan admini strator or its designee within thirty days after the

date of any final determ nation under Title Il or XVI of the

Social Security Act that the eliqgi ble dependent is no | onger

di sabl ed.

(iv) The admi nistrator or its designee shall notify, (A) in

the case of a qualifying event described in subsection

(e)(5)(i), (ii), (iv) or (vi), any eligible dependent with

respect to such event, and (B) in the case of a qualifyi ng event

2008051422B2414 - 3 -
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descri bed in subparagraph (iii) or (v) of the definition of

"qual i fying event" in subsection (e) where the covered enpl oye

notifies the adm ni strator OR | TS DESI GNEE under subpar agr aph

(iii), any eligible dependent with respect to such event, of

such dependent's rights under this section.

(v) For purposes of subparagraph (iv), any notification

shall be made within fourteen days of the date on which the

admi ni strator or its designee is notified under subparagraph

(ii) or (iii), whichever is applicable, and any such

notification to an eliqgi ble dependent who is the parent or

quardi an of one or nore eligible dependents shall be treated as

notification to all other eligible dependents residing with such

parent or guardian at the tine such notification i s nade.

(vi) Except as otherwi se specified in an el ection, any

el ection of continuati on coverage by an eligi bl e dependent shal

be deened to include an el ecti on of conti nuati on coverage on

behal f of any other eliqgi ble dependent who woul d | ose cover age

under the plan by reason of the qualifying event. If there is a

choi ce anong types of coverage under the plan, each eliqgible

dependent is entitled to make a separate sel ecti on anbng such

types of coverage.

(5) (i) The covered enpl oye or eliqgible dependent

requesti ng the continuati on of coverage nust pay to the group

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

required to conti nue the coverage.

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

hundred five percent of the group rate of the i nsurance being

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

are onitted as provided by paragraph (3), the prem um

contri bution shall be reduced accordi ngly.

2008051422B2414 - 4 -
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(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.

(6) Continuation of coverage under the group policy for any

covered enpl oye or eligi ble dependent shall term nate 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 eliqgi ble dependent's coverage under the group woul d

have terni nated because of a qualifyi 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.

(b)Y A covered enploye shall be entitled to obtain a

conversion policy as stated in section 621.2. The right to a

converted policy pursuant to this act for a covered enpl oye or

eliqgi ble dependent entitled to conti nuati on of coverage under

this act shall conmence upon term nation of the conti nued

coverage provided for under this act.

(c) Coverage as required by this secti on nay not be

condi ti oned upon, or discrimnated on, the basis of |ack of

evi dence or insurability.

(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

2008051422B2414 - 5 -



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

2 Service Act (58 Stat. 682, 42 U.S.C. 8 201 et seq.).

3 (2) Persons, and the eligible dependents of such persons,

4 who _are enployed by an enployer that nornmally enpl oyed between
5 two _and nineteen enployes on a typical business day during the
6 preceding year.

7 (e) For purposes of this section, the follow ng words and

8 phrases shall have the neanings given to themin this subsection
9 wunless the context clearly indicates otherw se:

10 (1) "Covered enploye" neans an individual was WHO i s or was <—
11 provided coverage under a group policy by virtue of the

12 performance of services by the individual for one or nore

13 persons nmaintaining the policy, including as an enploye defined
14 in section 401(c)(1) of the Internal Revenue Code of 1986

15 (Public Law 99-514, 26 U.S.C. 8 1 et seq.). Such term.ncludes
16 enployes and nenbers as those terns are used in section 621. 2.
17 (2) "Election period" neans the period which:

18 (i) begins not later than the date on which coverage

19 termnates under the plan by reason of a qualifying event;
20 (ii) is of at least sixty days' duration; and
21 (iii) ends not earlier than sixty days after the later of:
22 (A) the date described in subparagraph (i); or
23 (B) in the case of any eligible dependent who receives
24 notice under subsection (a)(4)(iv), the date of such notice.
25 (3) "Goup policy" nmeans any group health insurance policy,
26 subscriber contract, certificate or plan which provides health
27 or_sickness and accident coverage which is offered by an
28 insurer. The termshall not include any of the follow ng:
29 (i) An accident only policy.
30 (ii) Acredit only policy.

2008051422B2414 - 6 -
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(iii) Along-termor disability i ncone policy.

(iv) A specified disease policy.

(v) A Medicare suppl enent policy.

(vi) A Cvilian Health and Medi cal Program of the Uniforned

Servi ces (CHAMPUS) suppl enent policy.

(vii) A fixed indemity policy.

(viii) A dental only policy.

(ix) A vision only policy.

(x) A workers' conpensati on policy.

(xi) An autonobil e nedical paynent policy under 75 Pa.C. S.

(relating to vehicles).

(xii) Any other simlar policies providing for |limted

benefits.

(4) "lInsurer" neans a conpany or health i nsurance entity

licensed in this Commonweal th to i ssue any heal th, sickness or

acci dent policy or subscriber contract or certificate or plan

that provides nedical or health care coverage by a health care

facility or licensed health care provider that is offered or

governed under this act or any of the foll ow ng:

(i) The act of Decenber 29, 1972 (P.L.1701, No.364), known

as the "Health Mai nt enance Organi zati on Act."

(ii) The act of May 18, 1976 (P.L.123, No.54), known as the

I ndi vi dual Acci dent and Si ckness | nsurance M ni num St andar ds

Act .
(iii) 40 Pa.C.S. Ch. 61 (relating to hospital plan

corporations) or 63 (relating to professional health services

pl an cor porations).

(5) "CQualifying event" neans, with respect to any covered

enpl oye, any of the foll owi ng events which, but for the

conti nuati on of coverage required under this section, would

2008051422B2414 - 7 -
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result in the | oss of coverage of an eliqgi bl e dependent:

(i) The death of a covered enpl oye.

(ii) The term nation, other than by reason of such enpl oye's

gross ni sconduct, or reduction of hours of the covered enpl oye's

enpl oynent .

(iii) The divorce or |eqgal separation of the covered enpl oye

froman eligi ble dependent.

(iv) The covered enpl oye beconng entitled to benefits under

Title XVII1 of the Social Security Act (49 Stat. 620, 42 U S. C

§ 301 et seq.).

(v) A dependent child ceasing to be a dependent child under

the generally applicable requirenents of the plan.

(vi) A proceeding in a case under 11 U.S.C. (relating to

bankruptcy), with respect to the enpl oyer from whose enpl oynent

the covered enploye retired at any tine. In the case of an event

described in this subparagraph, a | oss of coverage includes a

substantial elim nation of coverage with respect to an eligible

dependent within one year before or after the date of

commencenent of the proceeding.

(f) The departnent nmay pronul gate requl ati ons as necessary

for the i nplenentati on and adm ni stration of this section.

Section 2. This act shall take effect in 68 120 days.
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