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AMENDMENT NQ. ____ '* Onlendar No. ____
Purpose: "o provide for & complettt'a mubstitate.

IN THE SENATE OF THE UNITED s?*ama—math Cong., 2d Sess,
S.486;

To provide for equal coverage of mantal health beneflty with
respect to health insurance doverage wnless comparable
limjtations are imposed on m;dical and surgleal benefits,

Referred to the Committee on .
and ordered to be printed

Ordered to lle on the table:and to be printed

AMENDMENT IN THE NATURE OF A SUBBTHUTE intended
t0 be propoged by

- Vig:
1 Strike all after the anautin’h clauge and insert the fol-
|?

2 lowing: . t

3 SECTION 1. SHORT TITLE. :

4 This Act msay be aited;' 85 the ‘'Senator Pan]
5 Wollstorie Mental Health Equitable Treatment Act of
6 2004", :
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1 BEC. 2. AMENDMENT TO THE EMPLOYEE REFTREMENT IN.
2 OOME SECURITY ACT OF 1974,

3 (a) IN GENERAL.—Section 712 of the Employee Re-
4 tiremont Income Security Act of 1974 (29 U.8.C. 1185a)
3 18 amended—

6 (1) in subsection (a), by adding at the end the
7 following;

8 “(3} DAY OR VISIT LIMTTS.—In the case of g
8 group health plan (or heslth insurance coverage of-

10 fered in connection with such a plan) that provides
11 both medical and surglcal benefits and mental health

12 benefits:

13 “(A) No DAY OR VISIT LIMITS.—If the
14 plan or coverage does not inelude day or visit
15 limits on substantiaily all medical and surgieal
16 benefits, the plan or coverage may not impose
17 any day or vislt limits on mental health bene-
18 ' fits.

19 “(B) DAY OR VISIT LIMIT PERMUTTED,—If
20 the plan or coverage includes s day or visit
2] limit on substentially all medical and surgical
22 . bencfits the plan or coverage shall either—

23 “(i) apply tho applicable day or visit
24 limits' both to the medical and surgical
25 benefits to which they otherwise would
26 apply and to medtal health benefits and
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not distinguish in the application of such

limits between such medical and surgical
- benefity and menta] health benefits; or
“(1i) not epply any day or visit limits
to mental health benefits that are less than
the day or visit limits applied to medical or
surgical benefits,
“(C) RULE IN THE CASE OF DIFFRRENT

LIMIT8.—In the sese of a plan or coverage thet

is not deseribed in subparagraph (&) or (B)

and that includes no or different day or visit

limits on different categories of medical and
surgical benefits, the Secretary shall establish
rules under which subparagraph (B) is applied
t0 suoh plan or coverage with respect to mental
health benefits by substituting for the applica-
ble doy or vigit limite average day or vigit Umits
thet are computed taking into asccount the

weighted average of each of the day or visit lim-

fts applicable to such categories,

“(4) DEDUCTIBLEE.—In the case of a group
health plan (or health insurance soversge offered in
connection with sush & plan) that provides both
medical and surgical benefits and mental health ben-
efits;

HddSiE
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1 "(A) No pELUGTBLE,—If the plan or cov-
2 erage doed not include & deductible on substan-
3 tially all medical and surgical benefits, the plan
4 Or coverage may not impose sny deductible on
5 mental health benefits,

] “(B) DEDUOTIBLE PERMITYED—IF the
7 Plan or coversge indludes & deductible on sub-
8 stantially all medical and surgical benefits, the
9 plan or coverage shall either—

10 “(i) apply the deductible both to the
11 medical and surgioal benefity to which it
12 otherwise would. apply and to mental
13 health benefits and not distinguish in the
14 application of guch deductible between
15 uch medical and surgical benefitg and
16 metttal health benefits; or
17 “(l) not indude amy deduotible on
18 mental health benefits that is more thay
19 t'.h‘e deductible npplieable to medical and
20 surgical benefits,
21 “(C) RuLB IN daE or DIFFERENT
22 DEDUCTIBLES—In the case of a plan or cov-
23 erage that is not desaribed in subparagraph (A)
24 or (B} and that Includes ng or different
25 deductibles on different aategories of metigal
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and surgical benefits, the Becretary shall estab-
lish rules under which subparagraph (B) is ap-
plied to such plan or coverage with respect to
mental health benefits by substituting for the
gpplicabla deductible an average deductible that
i3 computed taking into accourt the weighted
average of the deductibles applicable to such
categories.

H(5) COPAYMENT~—In the case of a group
health plan (or henlth inswrance coverage offered in
connection with such a plan) that provides both
madical and surgloel benefits and mental health ben-
efite:

“(A) NO COPAYMENT.—If the plan or cov-
erage does not inelude a copayment on substan-
tially all medieal and surgical benefits, the plan
or eoverage may not impose any copayment on
mental health banefita,

“(B) CoravMENT PERMITTED—If the
plan or coverage includes & copayment on sub-
stanbially all medical and surgical benefits, the
plan or aoverage shall sither—

~ “(l) apply the copayment both to the
mediecal and surgical benefits to which it

otherwise would apply and to mental

Wl
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health benefits and not distinguish in the

application of such copayment between

such medical and surgleal benefits and

metital health benefits; or

“(d) not inclade eny copayment on
mentﬂ health bedefits that is more than
the copayment limit for medieal and sur-
gical benefits.

“(0) RULR IN CASE OF DIFFERENT COPAY-
MENTE —In the case of & plan or coverage that
is not desertbed in subparagreph (A) or (B)
and that inclndes no or different copayments on
different categories of medieal and gurgical ben-
efits, the Secretary shall establish rules under
which subparagraph (B) applies to such plan or
soverage with respect to mental health benefits
by substituting for the epplicable copayments
an average ageregate copayment that ig com-
puted taking into account the weighted average
of the aggregate copayment applicable to such
catapories,

“(68) COINSURANCE.—In the case of & group

health plan (or health insurance coverage offered in
connection with such a plan) that provides both

WdLGiE
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1 medical and surgical benefits and mental health ben-
2 efit: ‘
3 “(A) No coNgURANOB.—If the plan or
4 coverage does nat include coinsurance on gub-
5 stantially all medical and surgicsl benefits, the
6 ~  plan or coverage may not impoge any coinsur-
7 ance on mental health benefits.
8 “(B) COINSURANCE PERMITTED —If the
9 plan or coverage inciudes coingurence on sub-
10 ~ stantially all medical and surgicel benefits, the
11 plan or coverage shall either—
12 ‘(i) apply the eoinsurande both to the
13 medioal and surgical benefits to which it
14 : otherwise would apply and to mental
15 ~ health benefits and not distinguish in the
16 | application of such coinsurance between
17 such medicel end surglcal benefits and
18 ~ mental health benefita; or
19 “(il) not inoclude any coinsurance on
20 mental health benefits that is more than
21 | the coinsurance applicable to mediesl and
22 surgical benefits,
23 ¢(C) RULE IN CASH OF DIFFERENT COIN-
24 SURANCE.—In the case of a plan or coverage
25 ~ that {8 not described in subparagraph (A) or

Bg'd BEE "OM WdlG:E  PEEEET ' AHW
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(B) and that insludes no or different colnsur-
arce on different categories of medical and sut-
gical benefits, the Hecretary shall establish rules
under which subparsgraph (B) g applied ta
guch plan or coverage with respect to mental
health benefits by substituting for the coingur-
ance amount an average coinsurance amount
that is computed teking into account the
weighted average of the coinsuratice amount ap-
plicable to guch categories.

“(7) QUT-OF-POCKAT PAYMEN'I‘.—-In‘ the case
of a group health pl&n' (or health insurance coverage
offered in connection with such a plan) that provides
both medical and surgieal benefits and mental hoalth
benefits:

“(A) NO OUT-OF-FOCKET PAYMENT —If
the plan or coverage does not include an out-of-
pocket payment requirement on substantially all

' medical and surgical benefits, the plan or cov-
erage may not impose any out-of-pocket pay-
ment requirement on mental haalﬁh benefits,

“(B) OUT-OF-POUKRET PAYMENT PER-
MmrTeED,—If the plan or coverage indudes an

out-of-pocket payment requiremant on substan-

klddG B
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1 tially all medical and surgical bensfits, the plan
2 ot coverage shall either— |
3 "'(i) apply the out-of-pocket psyment
4 requirement both to the medicﬁl and sur-
5 gical benefits to which it otherwite would
6 apply and to mental heslth benefits and
7 not distinguish In the application of such
8 payment requirement between such medical
9 and surgival benefits and mental heslth

10 benofits; or

11 “(ii) not include any out-of-pocket
12 payment requitement on mental health
13 benefite that 19 more than the out-of-pock-
14 et payment requiremettt applicable to med-
15 lcal end surgieal benefits,

16 “(C) RULE IN CASH OF DIFFERENT LIM-
17 IT8.—In the case of & plan or ecoverage that is
18 not desoribed in subparagraph (A) or (B) and
19 that ittcludes no or different out-of-pocket pay-
20 ment requirements on different categories of
21 medical and surgical benefits, the Secretary
22 shall establish rules under which subparagraph
23 (B) iy applied vo such plan or coverage with re-
24 spect to mental health benefits by substituting
25 for the out-of-pocket payment requirernent an

ar'd BEE'ON WRGIE  PEEZTET " AEW
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averege aggregate out-of-pocket payment that is
computed taking into account the weighted av-
erage of the aggregate out-of-pocket payments
applicable to such categories. |
“(8) OTHER FINANCIAL OR 'TREATMENT LIMI-
TATIONS—In promulgating regulations to imple-
ment the smendments made by the Benator Paul
Wellstone: Mental Health Equitable Treatment Act
of 2004, the Secretary m include additional re-
strictions relating to the imposition of finatial or
treatment limitationt on mental health benefity
where similar finetoeial or treatment limitations are
not imposfiklwith reapect to medical or surgical ben-
sian Sy e
“(9) RULE OF CONBTRUCTION RELATING TO
MEDICAL MANAGEMENT OF MENTAL HEALTH BENE-
FITs.—Nothing in this subsection shall be construed
to prevent the modical management of mental health
benefits, including through conourrent and retro-
spective utilization review and utilization manape-
ment practices, preauthorization, and the applisation
of medical necéssity and appropriateness criteria ap-
plicable to bshavioral health and the contracting.”,

(2) in subgeetion (b)—

WEBSHIE
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1 (4) in paregraph (1), by striking ‘‘or” at

2 the end; and

3 (B) by striking paragraph (2) and ingert-

4 ing the following:

5 _ “{2) in the case of a pgroup health plam (or

6 health insurance aovémge offered in econnection with

7 such & plan) that provides mental health benefits, ag

8 affecting the terms and conditions (including re-

9 quirements relating to medioal necessity) relating to

10 the amount, duration, or saope of mental health ben-
11 efits under the plan or coverage, except ag specifi-
12 cally provided in subsection (a) (with regpect to par-
13 ity in the imposition of aggregate lifetime limits, an-
14 nual lirhits, day or visit limits, deductibles, capay-
15 ments, coinsurance, <z out-of-pocket payments for
‘ AOr praitd For im n)[
16 mental health benefits); or

17 “(3) ns requiring & group health plan (ot health
18 ingurance coverage offered in cormection with guch &
19 plat) that provides in-network mentel health bene-
20 fits, to provide out-ofsnetwork mental health benefits
21 under the requirements of this section, if the plan or
22 coverage provide reascnable access to in-network
23 providers and facilities,”’;

24 (3) by striking subsection (¢) and inserting the
25 following: -

21°d BEE "OM WeEG:E  PAAZET " AGM
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1 *(p) SMALY, BMPLOYER IXBMPTION.—
2 (1) IN GENERAL,—Thid section shall not apply
3 to any group health plan (and group hedlth insur-
4 shog coverage offered in connection with & group
5 health plan) for any plan year of a small employer.
6 ‘(2) SMALL EMPLOYER.—For purposcs of sub-
7 patagraph (4), the term ‘emall employer’ means, in
8 cotnection with & group health plan with respect to
9 s calendsr year and a plan year, an employer wha
10 employed an average of at leagt 2 but not more than
i1 50 employees on business days during the preceding
12 calendar year and who employs at least 2 employees
13 | on the first day of the plan year.
14 “(3) APPLICATION OF CHRTAIN RULBS IN DB-
15 TERMINATION OF EMPLOYER SIZE.—For purposes of
18 this paragraph:
17 “(A) APPLICATION OF AGGREGATION RULE
18 FOR EMPLOYERS.—Rules similar to the rules
19 undet subgeetions (b), (o), (in), and (o) of sec-
20 tion 414 of the Internal Revenue Code of 1986
21 shall apply for purposes of treating persond as
22 a single dmployer,
23 ‘(B) EMPLOYERS NOT IN RXISTENCE IN
24 PRECEDING YEAR.~In the case of an employer
25 which was not in existence throughout the pre-

ET'd BEE'ON ‘ hdBsie  PREZ'ETACW
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1 ceding calendar year, the determination of
2 whether such employer is & small employer shall
3 be baged on the sverage number of employees
4 that it iz reagonably expected such employer
5 will employ on business days in the cutrent cal-
6 endar year, | .
7 '({C) PREDECESSORS,—Any reference in
8 this paragraph to an employer shall include a
9 reference to any predecessor of such em-
10 ployer.”; end .
11 (4) by striking subsection ().
12 (o) EFrEOTIVE DATE~The amendments made by
13 subsectlon (8) shall apply with respect to group health
14 plans (or health ingurance coverage offered in connection
15 with such plans) for plan years beginning on or after Jan-

Fi°d

16 uary 1, 2008,

17 SEC. 3, AMENDMENT TO THE PUBLIC HEALTH SERVICE ACT
18 RELATING TO THE GROUP MAREET.

19 (a) IN GENBRAL—Section 2705 of the Public Health
20 Bervice Act (42 U.B.C. 300gg?095) is amended— |
21 (1) in subsection (a), by ndding at the end the
22 following: |

23 “(3) DAY OR VISIT LIMITS.—In the cage of a
24 group health plan (or health insurance coverage of-
25 fered in connection with such a plan) thet provides
BEE " ON . WdES:E

FARE ET AL
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both medical and surgital benefits and mettal health

benefits:

"(A) No DAY OB VISIT LIMITE.—If the
plan or eoverage doed nhot include day or visit
limits on substantially all medical and, surgical
benefits, the plan or coversge may not impose
any day or visit limits on mental health bene-
fits,

“(B) DAY OR VISIT LIMIT PERMITTED,—If
the plan or coverage includes a day or wisit
limit on substantislly all medical and surgical
benefits the plan or coverage shall either—

“(1) apply the applicable day or visit
limits toth to the medical and surgical
benefites to which they otherwiss would
apply and to mental heslth benefits and
not distinguish in the applieation of such
limits between sush medieal and zurgical
bertefita and menbal health benefite: or

“(ii) not apply any day or visit limits
to mental health benafity that are less than
the day or visit limits applied to medical or
surgical benefits.

‘“(0) RULB IN THE CASEC QF DIFFERENT
LIMITS~In the tase of a plan or coverage that

WdBS iE
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it not desoribed in subparagraph (A) or (B)
and that includes no or different day or visit
limits on different categories of medioal and
gutrgical benefits, the Becretary shall establish
rales under whioh subparagraph (B) is applied
to such plan or coverage with respect to mental

Health benefits by substituting for the applicas

ble day or visit limits average day or visit limits

that are computed taking into aceount the

weighted average of each of the day or vizit lim-

its applleahle to guch dategories,

“(4) DEDUCTIBLES~Ih the case of & growp
health plan (or health insturance coverage offered in
tonriection with such o plan) that provides bhoth
medical and gurgical benefits and mental health ber-
efits:

“(A) No pEDUCHBLE.—If the plan or cov-
erage does not include & deductible oni substan-
tinlly all medical and surgical benefits, the plan
or coverage may not Impose any deductible on
mental health betefits,

“(B) DEDUCTIBLE FERMITTED.—If tha
blan or coverage ineludes s deductitle ofl sub-
stantially all medical and surgical benefits, the

plan or coverage shall either—

WHESE
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(1} apply the deduetible both to the
medjeal gnd gurgioal benefitz to wh.ich it
otherwise would apply and to tmental
health benefits and ot distinguish in the
hpplica.tion of euch deductible between
guch medical and surgical beneflts and
mental health benefits; or
“itli) not include any dedustible on
mental health benefits that is more then
the deductible spplicable to medical and
surgics] benefits.

“() RULE IN CASE OF DIFFERENT
DEDUCTIBLES.—In the cise of a plan or cov-
erage that is not deseribed in subparagraph (A)
or (B) and that includes no or different
deductibles on different eategories of medieal
and surgieal benafits, the Secretary shall estsh-
lish rules under which subparagraph (B) iz ap-
plied to such plan or coverage with respect to
metita] health benefita by substituting for the
applicable deductible an average deductible that
is compited taking into sdoount the weighted
average of the deductibles applicable to =uch
categories,

WEES I E
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i “(6) CopsympNT.—In the case of & grotip
2 health plan (or health‘ ingurance coverage offered in
3 gonnection with such a plan) that provides both
4 medical end surgical benhefits and mental health ben-
5 efita: | . |
6 © “(A) NO GOPAYTMENTIf the plan or cov-
7 erage does not include a copayment on substan-
B tially &ll medical and gurgical benefits, the plan
9 or coversge may not impose any copayment on
10 mental health benefits.

1 “(B) COPAYMENT PERMIFTED~—If the
12 plan or coverage includes a eapa;rment an sub-
13 stantially all medical and surgical benefits, the
14 plati or coverage shall either—

15 “(i) apply the copayment both to the
16 medical and surgical benefits to which it
17 otherwise would epply and to mental
18 health benefits atid not distinguish in the
19 application of such ¢opsyment between
20 guch medical and surgical benefits and
21 mental health benefits; or

22 “(i) not Include any ecopayment on
23 mental health benefits thet i8 more then
24 the copsyment limit for medical and sur-
25 gical bonefits.

81'd  BEE'ON MBS {E
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“{C) RULE IN CASE OF DIFFDRENT COPAY-

MBNTS.~—In the case of a plan or coverage that

i not described in subparagraph (4) or (B)

and that ineludes no or different copayments on

different categories of medical and surgical ben.
efits, the Sedrotary shall esteblish rules under

Wwhich, subparagraph (B) applies to such plan or

coverage with respect to mental health benefite

by substituting for the applicable copayments

BN @verage agiregate copayment that i9 aom-

puted taking into ‘account the weighted average

of the aggregate copayment applicable to such
categories,

“(6) COINSURANCE.—In the case of & group
health plan (or health insurance coverage offered in
conngetion with such a plan) that provides both
medical and surgical benefits and metibal health ben-
efits: |

“(A) NO CUOINBURANCE,—If the plan or
coverage doet not include coihsurance on sub-
stentially all medical and surgical benefits, the
plan or coverage may not impose any coinsur-
ance on mental health benefits,

“(B) COIMSURANOH PERMITTED.—I the

plarl or covarage includes coinguranve on sub-

Hdbs: e
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1 stantially all medical and surgleal benefits, the
2 plan or coverage ghall either—
3 (i) apply the colnsurance both to the
4 medioal atd surgical benefits to which it
3 ptherwise wuuid apply and to mental
6 health benefits and not distinguish in the
7 application of such coinsurance between
8 such medical and surgicel benefits gnd
9 mental health berefits; or
10 “(it) rm{: include any coinsuransa on
11 mental health benefity thet is more than
12 * the egingurance spplicable to medical and
13 gurgloal bertefits,
14 "(C) RULE IN UASE OF DIFFERENT GOIN-
15 SURANCD.—In the case of & plan or coverage
16 that i3 not described in subparagraph (A) or
17 (B) and that includes no or different aoingur-
18 ance on different categories of medioal and sup
19 gical benefita, the Seoretary shall establish rules
20 under which subpﬁmgraph (B) {8 applied to
21 sach plan or coverage with respect to miertal
22 health benofits by substituting for the coingur-
23 arce amount an svorege ooingurance amount
,24 that i3 computed taking into account the
B2'd  BEE'ON MaES1E
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| weighted average of the coinsurance amount ap-
2 plicable to such sategories.
3 ”‘(7) OUT-OF-POCKET PAYMBNT —In the case
4 of a group health plan (or heslth insuranes covarage
5 offered in connection with such a plan) that provides
6 both medical and surgical benefits and mental hoalth
7 benefits:
8 “(A) No OUT-OF-POCKET PAYMBNT.—If
9 the plan or coverage does not include an out-of-
10 pocket payment re:qujrement' on substantially all
11 medical and surgical benefits, the plan or cov-
12 rage may not impose any out-of-pocket psy-
13 ment requitement on mental health bensfits,
14 “(B) QUT-OF-FOOKET PAYMENT PHR-
15 MUTTED.~If the plen or coverage includes an
16 out:nf-puuke'h payment requirement on stbstan-
17 tially all medical and surgical benefits, the plan
18 or coverage shall either—
19 “() apply the otit-of-pocket payment
20 requirement bath to the medical and sup
21 gleal benefits to which it otherwise would
22 apply and to mental health benefits and
23 not distingulsh in the application of such
24 boyment requirement between such medicsl
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and surglea! benefits and montal health
benefits, or
“Gi) not inclnde sny out-of-pocket
payment requirement on mertal health

benefits that is more than the out-of-pock-

et payment réquiremunt epplicable to med-

leal and surgieal benefits,

'“(0) RULE IN CASE OF DIFFERENT LiM-
I8, ~In the csse of & plan or coverage that is
not described in subparagraph (A) or (B) and
that includes no or different out-of-pocket pay-
ment requirementy on different categorles of
medicel and surgical benefits, the Becretaty
shall establish rules undsr whish subparagraph
(B) is applied to such plan or eoverage with re-
Spect to mental health benefits by substituting
for the out-of-pocket payment requirerent an
average aggregate out-of-pocket payment that is
cotrputted taking into account the weighted av-
erage of the sguregate out-of-poeket payments
applicable to sch eategories,
“(8) OTHER FINANCIAL OR TREATMENT LIMI-

TATIONS—In promulgating regulations to imple.
ment the amendments made by the Senator Paul
Wellstone Mental Health Equitable Trestrment Ast
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of 2004, the Searetary gll:n;;}inalude additional re-
Strietions relating to ‘the imposition of finaneial or
trastment limitations on mental health benofits
where similar financial or treatment Limitations are
not imposed with respect to medical or surgical ben.

p.22

efits A 0 the evdent hWecesdary Fv  uchitvg '4\-\-..-:_

rvreeses &€ -this Ao,
“(9) RULE OF CONSTRUCTION RELATING TO

MEDICAL MANAGEMENT OF MENTAL HEALQH BENE-
FI'T8.—Nothing in this subgection shall be construed
to prevent the medical manegement of mental health
benefits, including throtugh coneurrent and retro-
spective utilization review wnd utilization manage-
mént practices, preaathorization, and the application
of medical necessity and appropriateness oriteris ap-
plicable to behavioral health and the contracting.”;

(2) in subgection (b)=

(A) in paragraph (1), by stellking “or™ at
the end; and

(B) by stelking paragraph (2) and insert-
ing the following:

“(2) in the cage of a group health plan (or
Health insurance coverage offered in connection with
such & plan) that provides mental health henefits, ug
offecting the terms and conditions (inoluding re-
quirements relating to medical necessity) relating to

HdES i E
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the arnount, duration, or scope of mental health ben-
efits under the plan @r covetage, except as specifi-
oally provided in subsection (a) (with respect to par-
ity in the impositlon of aggregate lifetime limits, an-
tmal limits, day or vigit limits, deductibles, copay-
ments, coinsuranae, sem out-of-pocket payments for
mental health benaﬁ‘og); or

“(3) us requiring a group healtk plan (or health
insurance coverage offered in cunnection with such a
plan) that provides in-network mental health bene-
fits, to provide out-of-netwotk mental health benefits
under the requirements of this section, if the plan or
coverage provide reasonable access to in-networle
providera and faollities,”;

(3) by striking subsection () and inserting the
following: |
“(c) BMALL EMPLOYER EXEMPTION.—

“(1) In GENERAL~—Thiy eection shall not apply
to any group health plan (and group health insur-
enee coverage offered in connection with 2 group
health plan) for any plan year of & srall employer.

“(2) BMALL EMPLOYER.—For purpoges of sub-
paragraph (A), the term ‘small employer’ means., in
conriection with & group hemith plan with respect to
a calendar year and a plan yuar, an employer who

MueS:E
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employed an average of at least 2 bub not more than
b0 employces on business days during the preceding
calendar year and who employs at least 2 employees
on the first day of the plan year.

“(3) APPLICATION OF CERTAIN RULBS IN DE-

TERMINATION OF EMPLOYER SIZE.—For purposes of
this paragraph:

“(A) APPLICATION OF AGGREGATION RULE
FOR EMPLOYERS,—Rules similar to the rules
under subsections {b), (e), (m), and (o) of sec-
tion 414 of the Internal Revenue Code of 1986
ghall apply for purposes of treating persons ag
g gingle employer.

“(B) EMPLOYERS NOT IN EXIETENCE 1IN
PRECEDING YBAR~In the case of an employer
which wes not in cxstence throughout the pre-
ceding calendar year, the determinstion of
whether such employer is 8 small employer ghall
be based oh the average number of employees
that it is reasonably expeeted such employer
will employ on business days in the current cal-
endar year.

"(C) PrEDYCESEORS.—Any reference in
this paragraph bo an employer shall include a

Wdaa:

BLC,
26
reference to any predecessor of such em-
ployer.”; and
(4) by striking subsection (1),

(b) EFFECTIVE DATE,—The amendments made by
subgection (n) shall apply with respect to group health
plang (or health i.nduranue coverage offored in connection
with such plans) for plan years beginning on or after Jan-
nary i, 2006.

SEC. 4, PREEMPTION,
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