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2001 SESSION

SENATE SUBSTITUTE

018179660
HOUSE BILL NO. 1909
AMENDMENT IN THE NATURE OF A SUBSTITUTE
(Proposed by the Senate Committee on Finance
on February 13, 2001)
(Patron Prior to Substitute—Del egate Callahan)

A BILL to amend and reenact 88 2.1-20.1:02, 51.1-1100, 51.1-1103, 51.1-1106, 51.1-1116, 51.1-1127,
51.1-1131, 51.1-1135.1, and 51.1-1140 of the Code of Virginia, to amend the Code of Virginia by
adding in Chapter 2 of Title 2.1 a section numbered 2.1-20.1:9 and by adding a section numbered
51.1-513.2, and to repeal 88 51.1-502.2 and 51.1-513.1 of the Code of Virginia, relating to the state
sickness and disability program.

Be it enacted by the General Assembly of Virginia:

1. That 88§ 2.1-20.1:02, 51.1-1100, 51.1-1103, 51.1-1106, 51.1-1116, 51.1-1127, 51.1-1131, 51.1-1135.1,

and 51.1-1140 of the Code of Virginia are amended and reenacted, and that the Code of Virginia

is amended by adding in Chapter 2 of Title 2.1 a section numbered 2.1-20.1:9 and by adding a

section numbered 51.1-513.2 as follows:

§ 2.1-20.1:02. Headlth insurance program for employees of local governments, local officers, teachers,
etc.; definitions.

A. The Department of Human Resource Management shall establish a plan or plans, hereinafter
"plan” or "plans’, subject to the approval of the Governor, for providing health insurance coverage for
employees of loca governments, local officers, teachers, and retirees, and the dependents of such
employees, officers, teachers and retirees. The plan or plans shall be rated separately from the plan
established pursuant to 8§ 2.1-20.1 to provide health and related insurance coverage for state employees.
Participation in such insurance plan or plans shal be (i) voluntary, (ii) approved by the participant's
respective governing body, or by the local school board in the case of teachers, and (iii) subject to
regulations promulgated by the Department. 1 addition; at the option of a governing body or schoel
board which has elected to participate in the health insdrance plan or plans offered by the Department;
the governing body or school board may elect to participate in the long-term care or other benefit

which the Department may make available to the governing body or schoel beard:

B. The plan established by the Department shall satisfy the requirements of the Virginia Public
Procurement Act (8 11-35 et seq.), shall consist of a flexible benefits structure which permits the
creation of multiple plans of benefits and may provide for separate rating groups based upon criteria
established by the Department. The Department shall promulgate regulations regarding the establishment
of such a plan or plans, including, but not limited to, requirements for eligibility, participation, access
and egress, mandatory employer contributions and financial reserves, and the administration of the plan
or plans. The Department may engage the services of other professional advisors and vendors as
necessary for the prudent administration of the plan or plans. The assets of the plan or plans, together
with all appropriations, premiums and other payments, shall be deposited in the employee health
insurance fund, from which payments for claims, premiums, cost containment programs and
administrative expenses shall be withdrawn from time to time. The assets of the fund shall be held for
the sole benefit of the employee health insurance fund. The fund shall be held in the state treasury. Any
interest on unused balances in the fund shall revert back to the credit of the fund. The State Treasurer
shall charge reasonable fees to recover the actual costs of investing the assets of the plan or plans.

In establishing the participation requirements, the Department may provide that those employees,
officers, and teachers without access to employer-sponsored health care coverage may participate in the
plan. It shall collect all premiums directly from the employers of such employees, officers, and teachers.

C. In the administration of the plan or plans, the Department shall take into consideration the
recommendations made by an advisory committee. Such advisory committee shall be composed of at
least five members to be appointed by the Governor, with at least one member representing each of the
following groups: local governments, local officers, local school boards, teachers, and retirees.
Committee members shall be reimbursed for the expenses incurred by them as members of the
committee but shall not be otherwise compensated for their services. The terms of service for the
advisory committee members shall be established by the Department.

D. In the event that the financial reserves of the plan fall to an unacceptably low level as determined
by the Department, it shall have the authority to secure from the State Treasurer a loan sufficient to
raise the reserve level to one which is considered adequate. The State Treasurer is hereby authorized to
make such a loan, to be repaid on such terms and conditions as established by him.

E. For the purposes of this section, the following terms shall have the meanings indicated:

"Employees of local governments' shall include all officers and employees of the governing body of
any county, city or town, and the directing or governing body of any political entity, subdivision, branch
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or unit of the Commonwealth or of any commission or public authority or body corporate created by or
under an act of the General Assembly specifying the power or powers, privileges or authority capable of
exercise by the commission or public authority or body corporate, as distinguished from 88 15.2-1303,
15.2-1300, or similar statutes, provided that the officers and employees of a social services department,
welfare board, mental health, mental retardation and substance abuse services board, or library board of
a county, city, or town shall be deemed to be employees of local government.

"Local officer” means the treasurer, registrar, commissioner of the revenue, attorney for the
Commonwealth, clerk of a circuit court, sheriff, or constable of any county or city or deputies or
employees of any of the preceding local officers.

"Teacher" means any employee of a county, city, or other local public school board.

F. Any stock and cash distributed to the Commonwesalth pursuant to the conversion of Blue Cross
and Blue Shield of Virginia, doing business as Trigon Blue Cross Blue Shield, from a mutual insurance
company to a stock corporation known as Trigon Healthcare, Inc., that is directly attributable to the
health insurance plan or plans established for employees of local governments, local officers, teachers,
and retirees, and the dependents of such employees, officers, teachers and retirees, pursuant to
subsection A (hereinafter referred to as the "local choice plan distribution”) shall be deposited in the
state treasury to the credit of the employee health insurance fund to be used as provided in this
subsection. Such distribution shall not include any cash paid by Blue Cross and Blue Shield of Virginia
or its successor to the Commonwealth in connection with such conversion which was assumed as
general fund revenue in Chapter 912 of the 1996 Acts of Assembly. All other stock and cash received
by the Commonwealth pursuant to such conversion of Blue Cross and Blue Shield of Virginia to a stock
corporation shall be alocated as provided in subsection B of § 23-284.

The State Treasurer shall sell any stock received pursuant to the local choice plan distribution as
soon as practicable following its receipt, subject to any lockup period or other restriction on its sale, and
the proceeds therefrom shall be deposited in the state treasury to the credit of the employee health
insurance fund. Notwithstanding any other provision of law to the contrary, the State Treasurer shall not
be liable for any losses incurred from the sale or distribution of such stock.

The Department of Human Resource Management shall use any stock, or the proceeds therefrom, and
cash received pursuant to the local choice plan distribution to reduce premiums payable by employers
participating in a plan or plans established pursuant to subsection A. In setting health insurance
premiums for such plan or plans, the Director of the Department of Human Resource Management shall
allocate the value of such stock, or proceeds therefrom, and cash among each participating employer.
Such alocation shall be based on the proportionate amounts of premiums previoudy paid by each
participating employer. If a participating employer withdraws from such plan or plans before al of the
value allocated to it has been used for the benefit of the participating employer, the remaining value
shall be transferred to such participating employer upon his withdrawal.

§ 2.1-20.1:9. Employees of the University of Virginia Medical Center.

The University of Virginia Medical Center, hereafter referred to as the Medical Center, may
purchase basic group life, accidental death and dismemberment, and disability insurance policies
covering in whole or in part any of its employees. In addition, the Medical Center may establish,
administer and make available to employees a program of optional insurance, including life, accidental
death and dismemberment, and disability insurance. Employees of the Medical Center covered under the
aforesaid basic insurance policies purchased by the Medical Center shall not be covered by the
insurance program established pursuant to § 51.1-501 or be considered "eligible employees' under
§ 51.1-1100, unless the University of Virginia Board of Visitors, or a duly authorized agent or
representative of the Board, purchases such insurance policies from the Virginia Retirement System. Nor
shall they be required to present at their own expense evidence of insurability satisfactory to an
insurance company upon changing from one form of coverage to another form of coverage provided
pursuant to this section. Chapter 5 of Title 51.1 (8 51.1-500 et seq.) shall not apply to any insurance
coverage offered by the Medical Center except that the provisions of 88 51.1-510 and 51.1-511 shall
apply to such insurance coverage; provided that any administrative or ministerial functions performed
by or on behalf of the Board of the Virginia Retirement System under 88 51.1-510 and 51.1-511 shall be
performed by the Medical Center.

Notwithstanding the definition of "state employee” contained in 8 51.1-124.3, all employees of the
Medical Center may be enrolled in a health care plan other than that provided for in § 2.1-20.1 at the
election of the Medical Center and subject to the review and approval of the Board of Visitors of the
University of Virginia; however, any Medical Center employee who was first employed by the Medical
Center prior to July 1, 1996, and who had not been classified as a health care provider under the
provisions of § 51.1-502.1 prior to July 1, 1996, shall be provided the option of enrolling in a health
care plan elected by the Medical Center or enrolling in the health care plan established pursuant to
8 2.1-20.1 until such time as the University of Virginia Board of Visitors may determine that it is not in
the best interest of the University to continue to provide that option to any employees of the Medical
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Center. If the Board of Visitors determines that such health plan option will not continue to be
provided, any Medical Center employees who must reenroll in a different health plan shall be allowed
to do so with a waiver of preexisting medical conditions for the employees and, if applicable, their
spouses and dependents.

Subject to such €igibility criteria as it may establish, the Medical Center may make available to any
of its employees the insurance programs established pursuant to this section, including health plan
coverage, notwithstanding the fact that such employees may not be eligible for participation in any
retirement plan established pursuant to § 51.1-126.3 or the retirement system established pursuant to
Chapter 1 (§51.1-124.1 et seq.) of this title.

The dligibility of any employee of the Medical Center for participation in any insurance program
established pursuant to this section shall not of itself render such employees eligible for participation in
the Virginia Retirement System or any optional retirement program.

§51.1-513.2. Long-term care insurance.

A. The Board of Trustees of the Virginia Retirement System is authorized to develop, implement, and
administer an optional long-term care program for state employees and their dependents and a
long-term care program for all participants of the Virginia Sckness and Disability Program. The
programs shall be coordinated with any disability, life or other insurance program administered under
this title. The Virginia Retirement System is authorized to contract for and purchase such coverage or
use other actuarially sound funding necessary to effectuate this provision.

B. The Board shall include the cost of the long term care benefits for the Virginia Sckness and
Disability participants in the rates established for the Virginia Sckness and Disability Program effective
July 1, 2002. Contributions shall be deposited in the Disability Trust Fund established under
§51.1-1140.

§51.1-1100. Definitions.

As used in this chapter, unless the context requires a different meaning:

"Act" means the Virginia Workers Compensation Act (8 65.2-100 et seq.).

"Company" means an insurance company issuing a long-term disability insurance policy purchased
by the Board pursuant to this chapter.

"Disability" means a partial disability or total disability.

"Disahility benefit" means income replacement payments payable to a participating employee under a
short-term or long-term disability benefit program pursuant to this chapter. Disability benefits do not
include benefits payable under the Act.

"Eligible employee” means (i) a state employee as defined in 8 51.1-124.3 who is a member of the
retirement system, (i) an employee as defined in § 51.1-201, (iii) an employee as defined in § 51.1-212,
or (iv) a qualifying part-time employee. Any person participating in a plan established pursuant to
88 51.1-126, 51.1-126.1, 51.1-126.4, 51.1-126.5, 51.1-502.1, 53-1-502.2 or § 51.1-502.3 shall not be an
eligible employee. Employees of the University of Virginia Medical Center covered under the basic
insurance policies purchased by the Medical Center shall not be considered eligible employees under
this chapter, unless the University of Virginia Board of Visitors, or a duly authorized agent or
representative of the Board of Visitors, purchases such insurance policies from the Virginia Retirement
System.

"Existing employee" means an employee who elected to participate in the Virginia Sickness and
Disability Program.

"Partial disability" exists during the first twenty-four months following the occurrence or
commencement of an illness or injury when an employee is earning less than eighty percent of his
predisability earnings and, as a result of an injury or illness, is (i) able to perform one or more, but not
al, of the essentia job functions of his own job on an active employment or a part-time basis or (ii)
able to perform al of the essential job functions of his own job only on a part-time basis.

"Participating employee" means any eligible employee required or electing to participate in the
program.

"Program” means the program providing sick leave, family and persona leave, short-term disability,
and long-term disability benefits for participating employees established pursuant to this chapter.

"Qualifying part-time employee" means any person who would qualify as a state employee as defined
in § 51.1-124.3 but, rather than being regularly employed full time on a salaried basis, is regularly
employed part time for at least twenty hours but less than forty hours per week on a salaried basis.

"State service" means the employee's total period of state service as an eligible employee, including
al periods of classified full-time and classified part-time service and periods of leave without pay, but
not including periods during which the employee did not meet the definition of an eligible employee.

"Total disability" exists (i) during the first twenty-four months following the occurrence or
commencement of an illness or injury if an employee is unable to perform all of his essential job
functions or (ii) after twenty-four months following the occurrence or commencement of an illness or
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injury if an employee is unable to perform any job for which he is reasonably qualified based on his
training or experience and earning less than eighty percent of his predisability earnings.

"Work-related injury” means an injury, as such term is defined in 8 65.2-101, to a participating
employee for which benefits are payable under the Act and the Commonwealth is the employer for
purposes of the Act.

In addition to the definitions listed above, the definitions listed in § 51.1-124.3 shal apply to this
chapter except as otherwise provided.

§51.1-1103. Participation in the program.

A. All prior éections to participate in the program shall be irrevocable.

B. 1. Except for eligible employees who are employed by an institution of higher education in a
faculty position performing teaching, research or administrative duties, all AH eligible employees
commencing employment or who are reemployed on or after January 1, 1999, shal participate in the
program. The effective date of participation in the program for such employees shall be their first day of
employment.

2. Except for such employees of an institution of higher education, all eligible employees not
participating in the program prior to October 1, 2001, shall participate in the program effective
January 10, 2002, unless such employee elects not to participate in the program as provided herein. An
election not to participate shall be in writing, and on forms prescribed by the Virginia Retirement
System, and shall be received by the Virginia Retirement System during the period commencing on
October 1, 2001, but before January 1, 2002. An €election not to participate in the program shall be
irrevocable and such employee shall be ineligible to participate in the program for the period of his
continued employment by the Commonwealth.

B. All eligible employees who commenced employment prior to January 1; 1999; may elect to

A the program. Any election to participate in the program shall be in writing and shall be
submitted to the Board or Hs designee during an enrolthiment period commencing January 4, 1999, and
ending on March 31, 1999, Any election to participate in the program shall be irevocable. Any such
Wmmmmwmmmmm%wm%mmm

parttetpate partkerpaton
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of the election to the Board or its designee:
C: Any eligible employee whe is employed by an institution of higher education in a faculty pesition
teaching; research or administrative duties may elect to participate i the program established

program
provided by the institution shall be made not later than ninety days from the time of entry upon the
of his dutres:

C. Any dligible employee who is (i) employed by an institution of higher education in a faculty
position performing teaching, research or administrative duties prior to October 1, 2001, and (ii) not
participating in the program, may elect to participate in the program established under this chapter.
Any election to participate in the program shall be in a manner prescribed by the Board and shall be
submitted to the Board or its designee during the period commencing on October 1, 2001, but before
January 1, 2002. Any eligible employee who does not affirmatively elect to participate in the program
shall be deemed to have declined to participate in the program. The effective date of participation in the
program for electing employees shall be January 10, 2002. Any eligible employee of an institution of
higher education in a faculty position performing teaching, research or administrative duties employed
or re-employed on or after October 1, 2001, shall participate in the program unless such employee
elects not to participate in the program, in writing and on such forms as prescribed by the Virginia
Retirement System, within thirty days from the time of entry upon the performance of his duties. The
effective date of participation in the program for such employees shall be the first day following the
expiration of such thirty-day period or January 10, 2002, whichever is later.

Any eligible employee under this subsection shall participate in the sickness and disability program
established by his institution of higher education until such time as the employee participates in the
program established under this chapter. If the institution of higher education has not established its own
sickness and disability program, such eligible employee shall participate in the program established
under this chapter effective on his first day of employment.

Any election to participate in the program shall be irrevocable. Any such employee who does not
elect to participate in the program during the enrollment period shall be inéligible to participate in the
program for the period of his continued employment by the Commonwealth.
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D. n addition to the conditions set forth in subsection B; any eligible employee commencing
employment or who is reemployed prior to January 1, 1999; who is a member of the retirement system
M%%eef%%”ewmgepﬂens&%&meeﬁmdemgh&deeﬂenwp&%m&emmepmg%

L. To convert his sick leave balance as of the effective date of coverage to service credit under the
retirement system on the basis of one month of service for each 143 hours of sick leave; rounded to the
next highest month; or

2. To convert his sick leave balance as of the effective date of coverage to disability eredits as
provided i subsection F The provisions of this subsection shall apply to any eligible employee who
participates in the program under the provisions of subdivision B. 2. or subsection C.

1. Any €ligible employee, except a person employed by an institution of higher education in a faculty
position performing teaching, research or administrative duties, who (i) is a member of the retirement
system, and (ii) commenced employment or was reemployed prior to January 1, 1999, shall have his
sick leave balances, as of the effective date of coverage in the program, converted to disability credits,
as provided in subsection E.

2. Any eligible employee employed by an institution of higher education in a faculty position
performing teaching, research or administrative duties who is a member of the retirement system shall
have his sick leave balances, as of the effective date of coverage in the program, converted to disability
credits, as provided in subsection E.

E3. Any participating eligible employee commencing employment prior to January 1, 1999, who
elects to participate in the program and is not a member of theFeH-Fememestemshal-leenveﬁhkssek
leave balance as of the effective date of coverage retirement system shall have his sick leave balances,
as of the effective date of coverage in the program, converted to disability credits as provided in
subsection FE.

FE. Any participating eligible employee converting his sick leave balance as provided in sdubdivision
D 2 or subsection E D shall receive one hour of disability credit for each hour of sick leave. Disability
credits shall be used to continue periods for which the participating employee receives income
replacement during periods of short-term and long-term disability at 100 percent of creditable
compensation. Disability credits shall be reduced by one day for each day that the participating
employee receives short-term or long-term disability benefits.

F. Upon retiring directly from state service and receiving an immediate annuity, the eligible
employee's unused disability credits shall be converted to service credit under the retirement system at
the rate of one month of service for each 173 hours of disability credits, rounded to the next highest
month. Upon leaving state service under any other circumstances, the employee shall be paid for the
balance of such disability credits under the same terms and subject to the same conditions as are in
effect for the payment of sick leave benefits in the employee's agency on December 31, 1998, unless he
elects to have such credits converted to service credit under the retirement system at the rate of one
month of service for each 173 hours of disability credits, rounded to the next highest month. Upon entry
into long-term disability, the employee may be paid for the balance of such disability credits under the
same terms and subject to the same conditions in effect for payment of sick leave benefits in the
employee's agency as of December 31, 1998.

G. Eligibility for participation in the program shall terminate upon the earliest to occur of an
employee's (i) termination of employment, (ii) death, or (iii) retirement from service. Eligibility for
participation in the program shall be suspended during periods that an employee is placed on nonpay
status, including leave without pay, if such nonpay status is due to disciplinary action.

§51.1-1106. Sick leave benefit for nonparticipating employees.

Eligible employees subject to personnel policies of the Department of Human Resource Management
who de net elect not to participate in the program shall receive sick leave benefits in accordance with
policies of the Department of Human Resource Management. Eligible employees not subject to
personnel policies of the Department of Human Resource Management who de net elect not to
participate in the program shall receive sick leave benefits in accordance with policies of their
appointing authority.

§51.1-1116. Cessation of disability benefits.

If not sooner terminated due to the end of the period of disability coverage as provided in subsection
E of § 51.1-1110 or subsection E of § 51.1-1112, disability benefits shall cease to be paid to a
participating employee upon the first to occur of the following:

1. The date of death of the participating employee;

2. (i) The participating employee's normal retirement date if the employee is a member of the
retirement system or (ii) the date the employee attains age sixty-five if the employee is not a member of
the retirement system; or

3: After the first twelve months of long-term disability benefits; the date the participating employee's

wages and salary from any employment exceed eighty-five percent of his predisability earnings; or

d1N1L 11SdNs d1VvVNIdS

TS606T9H



HB1909S1 6of 7

306
307
308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334
335
336
337
338
339

43. The effective date of the participating full-time employee's service retirement under any provision
of this title.

§51.1-1127. Cessation of supplemental disability benefits.

Supplemental disability benefits shall cease to be paid to a participating employee upon the first to
occur of the following:

1. The end of the period of supplemental disability coverage as provided in subsection F of
851.1-1121 or subsection F of §51.1-1123;

2. The date of death of the participating employes;

3. On the date benefits under the Act cease to be paid, if the participating employee is a member of
the retirement system and is receiving benefits under the Act on his normal retirement date;

4. On the date benefits under the Act cease to be paid, if the participating employee is a not a
member of the retirement system and is receiving benefits under the Act on the date he attains age
sixty-five;

5. On his normal retirement date, if the participating employee is a member of the retirement system
and is no longer receiving benefits under the Act on his normal retirement date;

6. On the date the employee attains age sixty-five, if the participating employee is a not a member of
the retirement system and is no longer receiving benefits under the Act; or

lmmwmmﬁwmmmmmmm
wages and salary from any employment exceed eighty-five percent of his predisability earnings; oF

87. The effective date of the participating employee's service retirement under any prOV|S|on of this
title.

§51.1-1131. Supplemental benefits for catastrophic disability.

Disahility benefits shall be increased to eighty percent of creditable compensation for any disabled
participating employee who (i) is unable to perform at least two of the seven six activities of daily
living due to a loss of functional capacity or (ii) requires substantial supervision to protect the employee
from threats to health and safety as a result of severe cognitive impairment. Determination of whether a
participating employee satisfies either of these conditions shall be made in accordance with the policies
of the Board or its designee.

§51.1-1135.1. Appeals.

Hn lied of the provisions of the Administrative Process Aet (§8-9-6-14:1 et seq); the The Board may
elect to develop an alternative process to alow appeals of case decisions related to the payment of
disability paysments benefits under this chapter to be made under a process developed by the Board
which shall be modeled after the claims provisions as provided for in the federal Retirement
Hhcome Security Act of 1974; as amended. This alternative process shall be modeled after the claims
provisions as provided for in the federal Employee Retirement Income Security Act of 1974, as amended.
Articles 3, 3.1, and 5 of the Administrative Process Act (8 9-6.14:1 et seq.) shall not apply to any
portion of this alternative appeals process. However, any person aggrieved by, and claiming the
unlawfulness of, a final case decision issued pursuant to this alternative appeals process, whether issued
by the Board or by the Board's delegate, shall have a right to seek judicial review thereof. Such judicial
review shall be in accordance with Article 4 of the Administrative Process Act (8§ 9-6.14:15 et seq.).

§51.1-1140. Funding of program; Disability Insurance Trust Fund established.

A. The costs of providing sick leave, family and personal leave, and short-term disability benefits
shall be paid by state agencies from funds as shall be appropriated by law to state agencies.

B. State agencies shall pay to the Board, from funds as shall be appropriated by law to state
agencies, contribution amounts, to be determined by the Board, to provide the Board with such funds as
shall be required from time to time to (i) obtain and maintain long-term disability insurance policies
under this chapter, and (ii) administer the Program, including providing case management and cost
containment programs. Contributions shall be deposited in the Disability Insurance Trust Fund.

C. There is hereby established the Disability Insurance Trust Fund. The costs incurred by the Board
in providing policies of long-term disability insurance and administering the Program and in
administering the long-term care insurance program established under § 51.1-513.2, including the
provision of case management and cost containment programs, shall be withdrawn from time to time by
the Board from the Disability Insurance Trust Fund. The funds of the Disability Insurance Trust Fund
shall be deemed separate and independent trust funds, shall be segregated from all other funds of the
Commonwealth, and shall be invested and administered solely in the interests of the participating
employees and beneficiaries thereof. Neither the General Assembly nor any public officer, employee, or
agency shall use or authorize the use of such trust funds for any purpose other than as provided in law
for benefits, refunds, and administrative expenses, including but not limited to legislative oversight of
the Disability Insurance Trust Fund.

2. That §8851.1-502.2 and 51.1-513.1 of the Code of Virginia are repealed.
3. The administration and oversight for the existing long term care insurance contract shall be
transferred mutatis mutandis from the Department of Human Resources Management to the
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368 Virginia Retirement System effective upon the enactment of this act.
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