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The information herein is intended to provide employers and employees with general understanding of the
Prepaid Health Care Act. For comprehensive details, please refer to the law (Chapter 393, HRS).

PREPAID HEALTH CARE ACT

Originally enacted in 1974, the Hawaii Prepaid Health Care Act was the first in the nation to set minimum
standards of health care coverage for workers. Preempted in October of 1981 by the Federal Employee
Retirement Income Security Act of 1974 (ERISA), the Prepaid Health Care Act was reinstated effective
March 1, 1983.

The Prepaid Health Care Act requires Hawaii employers to provide health care coverage for eligible

employees to insure protection against the high cost of medical and hospital care for nonwork-related illness
or injury.

EXCLUDED EMPLOYMENT

Services excluded from health care coverage include but are not limited to: 1) individuals who work less than
twenty hours per week; 2) Federal, State, and County workers; 3) agricultural seasonal workers: 4) insurance
or real estate salespersons paid solely by commission; 5) individuals working for son, daughter, or spouse; and
6) children under age 21 working for father or mother. (For a complete listing, refer to Section 393-5 of the law.)

SECURING COVERAGE

Employers may obtain health coverage: 1) by purchasing an approved health care plan from a health care
contractor or a Hawaii licensed insurance carrier; 2) by adopting an approved self-insured health care plan; or
3) by negotiating a collective bargaining agreement.

Employees may form associations for the purpose of providing health care coverage as long as-such health
care protection is obtained from an authorized health care contractor.

ELIGIBILITY FOR ENROLLMENT

Employees who work twenty hours or more per week and earn a monthly wage of at least 86.67 times the
Hawaii minimum hourly wage are deemed eligible after four consecutive weeks of employment. Health care
coverage must then be provided to such eligible employees at the earliest enroliment date of the employer’s
health care contractor.

EXEMPTIONS FROM COVERAGE
Exempt Employees

The following categories of employees can claim an exemption from coverage:

1) those covered by a Federally established health insurance or prepaid health care plan, such as Medicare,
Medicaid or medical care benefits provided for military dependents and military retirees and their
dependents;

2) those covered as dependents under a qualified health care plan; .

3) those who are recipients of public assistance or covered by a State-legislated health care plan governing
medical assistance; and

4) those who are followers of religious groups who depend upon prayer or other spiritual means for healing.

“Employee Notification to Employer” (HC-5)

To claim an exemption, an employee must complete and submit form HC-5 to the employer who must then file
the document with the Department of Labor and Industrial Relations.

The exemption notification is binding for one year and must be renewed every December 31.



- Selection

‘CONCURRENT EMPLOYMENT : - s e
An employee who works concurrently for two or more emptoyers is reqwred to de5|gnate the principa and "
secondary employer and file notification (HC 5) with the employers for subsequent filing with the Department of
Labor and Industrial Relations. The principal employer shall be the employer who pays the -employee the- most
“wages; only in cases where the employer who does not pay the most wages employs the employee"far ‘atleast
'35 hours per week does the employee determine which- of the employers shall be the prit nclpal employer The
: desrgnated principal employer is requrred to prowde coverage pursuant to the law..

An employee s determination of principal employer is binding for one year or until change of employment_ |
~occurs. Whenever an employee elects to make a change with respect to the status of each rtotlfrcatlon (HC 5)
must be frled (For complete details, refer to Section 393-6 of the law.) - 5 o g oue r

The employer is prohibited from coercmg interfering, or mtluencmg an employee in makmg a determrnatton ot '
 principal employer. : _ . R

PREMIUM PAYMENTS : R : : ki : o
‘The employer may -elect to pay the entrre premrum amount or share the cost wrth the employee Th 5 en
must pay at least one—half the premrum cost; however, ' the employee s contrlbutlon cannot excee
: employees monthly wages. In the event the employees allowable share constitutes less than one'ha’l N
premium, the employer is liable for the entire remaining portlon The employer is permltted to wrt‘nhold the o
employee’s contribution from the employee’s wages. - _ S

“An employee cannot agree to pay a greater share trom ‘wages except for the purpose of p;‘
cost of providing prepaid health care benefits for the employee s dependents under the sam

. CONTINUATION OF CGVERAGE PROVISION T 3 e
~ In the event an employee is disabled and unable to work, the employer is obhgated'to enable the employee to .-

- continue health care coverage by continuing the employer s share of the premium costs for th_ree months

following the month during which the employee: became disabled, or for the period for v the employer has -
undertaken payment of employee’s regular wages, whichever is Ionger The employee muet n:’raﬁntam the-_'f'
'employees portron of the p ium. payments 0 ¢ B VR B £ B,

HEALTH CARE CONTRACT OFI

Type

A prepaid health care contractor- may tatl in one of three groups 1) any medlcal greup
provides health care benefits under a prepaid- health care plan; 2) any nonprofit oorganizatio
reimburses in whole orin part the expenses of health care under a prepard-hea care plan; or.
who detrays or relmburses- 'hole or |n part the -expenses of health ' ! prepald heal

The employer selects the health care eentractor and the plan type :

: HEALTH CAFIE PLANS
Type | | L a e
There are two types of health care plans 1) a plan by whlch a prepald healt _

health care, and 2) a plan by whlch the health care contractor would defray or
expenses of health care. o ] o

' o_uld turnlsh _: :
rin part the--f._' '



Beneflts

.«*_To meet standards as prescribed by law, prepard health care p]ans must lnclude at Ieast the followmg benefits:

1) hospital (including inpatient care for at least 120 days of confinement in each calendar year), 2) surgicaf

) medlcal 4) dragnostlc and 5) matemrty (For further detalls, refer to Section 393 7 of the Iaw)

‘ Plan Approval

Al health care plan's must be approved as meetlng prescribed minimum standards by the State Department of' :

* Labor and Industrial Relations. Such determlnatlon is made by the Director under the advisement of a seven-

" member prepaid health care advisory council consrstrng of representatives from the ‘medical and public healthE
_ professions, from consumer interest, and from p people expenenced in prepard health care protectron

PENALTIES
~An empleyer who falls to comply wlth the coverage provisions of the law shall be su
“than $25, or $1 for each employee for every day during which such failtire c
-‘greater. If such default extends for 30 days the: employer s busmess may be 1
continues. : _ e

b -An employer, employee or health care contractor who willfully fails to comply W|th any oth
- or regulation, may be fined not more: than $200 for eaoh violation. ‘

‘ Furthermore, any person who after twenty-one clays written. notlce and the opportu it
_is found to have wolated any prowsion of Chapter 393 or rule adopted thereunde
" wise provided, shall be flned not more than $250 for' each offense ' -

APPEAL ,
When health care baneflts.a >
“mail a notice of denial to the. workerjwho then has twenty days in which to request a rewlewby ‘
-Labor and Industrial Relations. If the parties are not satisfied by the department’s findings,
referred to the Prepaid Health Care Appeals Referee. The demsron of the referee shall be frnal an blndlng unless:-. _

_the aggrleved party appeals the decision. ) -

'kSPECIAL FUND

—

~Prepaid Health Care Law. For further mform_atle_n please cont_a__ct tl:l_e_of_frces_l_r_s
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‘The Prepaid Health Care Premrum Supplementatlon Fund is establrshed by general faaa-appropnatlon and used
‘o defray the cost of providing health care benefits for employers with less than e[ght workers entltled toand-
_covered under the Prepaid Health Care Act. To- quallfy for premlum supplementatron the en
“criteria outlined in Section 393-45 of the law. ' 4

The Fund may also reimburse health care expenses to. worl(ers of bankruptemployers ‘and nol mg
j;ployers Benefrts pald from the Fund shall be reeovered from those defaultmg employers _ '_

The Disability Compensation lesron of the Department of Labor andlndustnal Relations adrnzmsters_ he' Hawaﬂ-'f

n the back cr_tf_thls‘brechure E



