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DIGEST AND PURPOSE

Currently, a number of hedth care providers, including nursing homes, are able to acquire liability
coverage through the Texas Medical Liability Insurance Underwriting Association (association). S.B.
421 adds asssted living facilities to those facilities that are able to obtain such coverage from the
association. In addition, this bill adds asssted living facilities to those facilities that benefit from acertain
dtabilization reserve fund that is funded by bonds issued by the Texas Public Finance Authority.

RULEMAKING AUTHORITY

This bill does not expresdy grant any additiona rulemaking authority to a state officer, inditution, or
agency.

SECTION BY SECTION ANALYSS

SECTION 1. Amends Section 2(2), Article 5.15-1, Insurance Code, to redefine “ hedlth care
provider” to include afor-profit asssted living facility or not-for-profit asssted living facility and an
eligible hedlth care practitioner or facility, in accordance with Article 21.49-3, 3B(b) (Texas Medica
Liability Insurance Underwriting Associaion Act).

SECTION 2. Amends Section 8, Article 5.15-1, Insurance Code, to add an assisted living facility to
those indtitutions for which, when a policy of medicd professond ligbility insuranceisissued, the
commissioner of insurance (commissioner) may gpprove aform providing for coverage for exemplary
damages on that policy.

SECTION 3. Amends Section 2(6), Article 21.49-3, Insurance Code, to redefine “health care
provider” to include afor-profit or not-for-profit asssted living facility.

SECTION 4. Amends Section 3A, Article 21.49-3, Insurance Code, as amended by Chapters 921
and 1284, Acts of the 77th Legidature, Regular Session, 2001, to reassign duties and responsibilities of
the State Board of Insurance of Texas to the commissioner and add assisted living facilities to those
fadilities that must make a verifiable but unsuccessful effort to obtain coverage by authorized and digible
aurpluslinesinsurers to be digible for coverage. Makes conforming changes.

SECTION 5. Amends Section Article 21.49-3, Insurance Code, by adding Section 3B, asfollows:

Sec. 3B. ELIGIBILITY OF OTHER HEALTH CARE PRACTITIONERS AND
FACILITIES. (a) Defines“hedth care” “hedth care facility,”and “hedth care practitioner.”

(b) Authorizes the commissioner to perform certain actions after notice and opportunity
for hearing.

(c) Entitles a hedlth care practitioner or facility designated under Subsection (b) to

recelve coverage in accordance with Article 5.15-1 (Professond Liability Insurance for
Physicians and Hedlth Care Providers).

SRC-LBB, AMY SB. 421 78(R) Page 1 of 2



(d) Authorizes acommissioner’s order to indicate whether a health care practitioner or
facility designated under Subsection (b) is included under the policyholder’ s sabilization
reserve fund under Section 4A or 4B of this article or whether a separate oneis
cregted, operating in the same manner.

SECTION 6. Amends Sections 4(b)(2), (3), and (6), Article 21.49-3, Insurance Code, as follows:

(b)(1) Addsfor-profit asssted living facilities to those ingtitutions whose rates, rating plans,
rating rules, rating classfications, territories, and policy forms are subject to the requirements of
Article 5.15-1 of this code to the same extent as not-for-profit asssted living facilities.

(3) Addsassigted living facilities to those indtitutions that are exempted from the provision that
any deficit sustained by the association with respect to hedlth care providersin any one year
shall be recouped by certain procedures. Makes conforming changes.

(6) Addsthe rates gpplicable to professona ligbility insurance provided by the association to
not-for-profit asssted living facilities to those rates that must reflect a certain discount as
compared with others in the same category of insureds.

SECTION 7. Amends Section 4A, Article 21.49-3, Insurance Code, as follows:

Sec. 4A. New heading: POLICYHOLDER'S STABILIZATION RESERVE FUND FOR
PHY SICIANS AND CERTAIN HEALTH CARE PROVIDERS. Adds asssted living
facilities to those hedlth care providers for which a policyholder’ s stabilization reserve fund
administered under this section does not apply. Deletes Subsection (€) and (f) pertaining to
dtabilization reserve fund charges and funding. Makes conforming changes.

SECTION 8. Amends the heading of Section 4B, Article 21.49-3, Insurance Code, to read as
follows

Sec. 4B. New heading: STABILIZATION RESERVE FUND FOR FOR-PROFIT AND
NOT-FOR-PROFIT NURSING HOMES AND ASSISTED LIVING FACILITIES.

SECTION 9. Amends Sections 4B(a), (b), (d), (e) , and (h), Article 21.49-3, Insurance Code, to add
assged living fadilities to those indtitutions which benefit from a stabilization reserve fund administered
under this section and in the operating plan of the association. Makes conforming changes.

SECTION 10. Amends Section 4C, Article 21.49-3, Insurance Code, by amending Subsections (a)
and (c¢) to make conforming changes and adding Subsection (d-1) to make application of this section
prospective to specified dates of policy issuance, coverage commencement, and notice of aclam.

SECTION 11. Amends Section 5(a), Article 21.49-3, Insurance Code, to make conforming changes.
SECTION 12. Amends Section 1, Article 21.49-3d, Insurance Code, to add assisted living facilities
to those indtitutions for which an issuance of bonds to provide funds for professond liability insurance
through the association is found by the legidature to be for the benefit of the public.

SECTION 13. Amends Section 3(a), Article 21.49-3d, Insurance Code, to add assisted living
fadilities to those indtitutions whose stabilization reserve fund the Texas Public Finance Authority must

issue revenue bonds to fund.

SECTION 14. Effectivedate: September 1, 2003.
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