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DIGEST AND PURPOSE

Under current Texas law, hedth insurance carriers are required to include many state-mandated
benefitsin their accident and sickness policies. S.B. 541 dlowsinsurers and heath maintenance
organizations to offer policies that, in whole or in part, do not provide state-mandated health benefits,
and requires that documents related to such policies notify the insured or enrollee that the coverageis
limited in that way.

RULEMAKING AUTHORITY

Rulemaking authority is expressy granted to the commissioner of insurancein SECTION 1 (Section 7,
Article 3.80, Insurance Code) and SECTION 2 (Section 9N(j), Chapter 20A, Insurance Code) of this
bill.

SECTION BY SECTION ANALYSS

SECTION 1. Amends Subchapter G, Chapter 3, Insurance Code, by adding Article 3.80, asfollows:

Art. 3.80. TEXAS CONSUMER CHOICE OF BENEFITSHEALTH
INSURANCE PLAN ACT

Sec. 1. PURPOSE. Expressesthe legidature s recognition of the need for individuas,
employers, and other purchasers of coverage to have the opportunity to choose hedlth
insurance plans that are more affordable and flexible than existing market policies for accident
and scknessinsurance coverage. Expressesthe legidature sintent to increase the availability of
hedlth insurance coverage by alowing certain insurers to issue accident and sickness policies
that do not offer or provide state-mandated health benefits.

Sec. 2. DEFINITIONS. Defines “hedlth carrier” and “standard hedlth benefit plan.”

Sec. 3. STATE-MANDATED HEALTH BENEFITS. (8) Defines* state-mandated health
benefits”

(b) Provides exemptions to the definition of “state-mandated hedth benefits’ for the
purposes of thisarticle.

Sec. 4. STANDARD HEALTH BENEFT PLANS AUTHORIZED; MINIMUM
REQUIREMENT. (a) Authorizesahedth carrier to offer one or more standard health benefit
plans.
(b) Requires any standard hedth benefit plan to include coverage for direct servicesto
an obstetrica or gynecologica care provider as required by Article 21.53D of this code
as added by Chapter 912, Acts of the 75th Legidature, Regular Session, 1997.

Sec. 5. NOTICE TO POLICYHOLDER. (a) Requires awritten gpplication for participation
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in astandard hedth benefit plan to contain, in bold type at the beginning of the document,
certain language declaring that the plan does not provide state-mandated hedlth benefits.
Specifiesthetext to be used in the declaration.

(b) Requires each standard health benefit plan to contain, in bold type at the beginning
of the document, certain language declaring that the plan does not provide Sate-
mandated hedlth benefits. Specifies the text to be used in the declaration.

Sec. 6. DISCLOSURE STATEMENT. (a) Requiresan insurer providing astandard health
benefit plan to provide a policyholder or proposed policyholder with awritten disclosure
statement that indicates that the plan does not provide state-mandated hedlth benefits, specifies
which state-mandated benefits are not included, and notifies an individua policyholder that
purchase of the plan may limit future coverage options in the event the policyholder’ hedth
changes and needed benefits are not available under the sandard health benefit plan.

(b) Requires each applicant for initia coverage and each renewing policyholder to Sign
the disclosure statement required by Subsection (a) and return it to the insurer.
Provides that under a group policy or contract, the term “applicant” meansthe
employer.

(¢) Requiresan insurer to retain the signed disclosure statement and provide the
disclosure statement to the Texas Department of Insurance (TDI) upon request from
the commissioner of insurance (commissioner).

Sec. 7. RULES. Requires the commissioner to adopt rules as necessary to implement this
aticle,

Sec. 8. ADDITIONAL POLICIES. Requires an insurer that offers a stlandard hedth benefit
plan under this article to offer a least one accident or sickness insurance policy with Sate-
mandated hedlth benefits that is otherwise authorized by this code.

Sec. 9. RATES. Requiresahedth carrier to file for information purposes the rates to be used
with a standard hedlth benefit plan. Provides that nothing in this section shal be construed as
granting the commissioner any power or authority to determine, fix, prescribe, or promulgate
the rates to be charged for any individua accident and sicknessinsurance policy or policies.

SECTION 2. Amends Chapter 20A, Insurance Code, by adding Section 9N, asfollows:

Sec. 9N. CHOICE OF BENEFITSPLAN. (8) Expressesthe legidature s recognition of the
need for individuas and employees to have the opportunity to choose health maintenance
organization plans that are more affordable and flexible than existing market hedth care plans
offered by hedth maintenance organizations. Expressesthe legidature s intent to increase the
availability of hedth care plans by alowing certain hedth maintenance organizations to issue
group or individua evidences of coverage that do not offer or provide state-mandated hedlth
benefits.

(b) Defines“standard hedth benefit plan.”
(c) Defines* state-mandated hedlth benefits’ for purposes of this section.

(d) Provides exceptionsto the definition of “state-mandated hedth benefits’ for the
purposes of this section.

(e) Authorizes a hedth maintenance organization authorized to issue an evidence of
coverage in this state to offer one or more standard health benefit plans.
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() (1) Requires each written gpplication for enrollment in a standard health benefit plan
to contain, in bold type a the beginning of the document, certain language declaring that
the plan does not provide state-mandated hedlth benefits normaly required in evidences
of coveragein Texas. Specifies the language to be used in the declaration.

(2) Requires each standard hedth benefit plan to contain, in bold type at the
beginning of the document, certain language declaring that the plan does not
provide state-mandated heath benefits normdly required in evidences of
coveragein Texas. Specifies the language to be used in the definition.

(9) Requires a hedth maintenance organization providing a sandard hedlth benefit plan
to provide a proposed contract holder or a contract holder with awritten disclosure
gtatement that indicates that the standard health benefit plan does not provide some or
al state-mandated health benefits; lists those benefits not included; and notifies an
individua certificate holder that purchase of the plan may limit future coverage options
in the event the certificate holder’ s health changes and needed benefits are not available
under the sandard hedlth benefit plan.

(h) Requires each applicant for initia enrollment and each contract holder on renewa
to sgn the disclosure statement required by Subsection (g) and return it to the hedlth
mai ntenance organization. Provides that under a group evidence of coverage, the term
“gpplicant” means the employer.

(i) Requires a hedlth maintenance organization to retain the sgned disclosure statement
and provide the disclosure statement to TDI upon request from the commissioner.

(j) Authorizes the commissioner to adopt rules as necessary to implement this section.

(k) Requires a hedth maintenance organization that offers one or more standard hedlth
benefit plans under this section to offer at least one evidence of coverage thet provides
state-mandated health benefits and that is otherwise authorized by the Insurance Code.

() Requires ahedth maintenance organization to file for informationa purposesthe
rates to be used with a sandard health benefit plan. Provides that nothing in this section
shdl be congtrued as granting the commissioner any power or authority to determine,
fix, prescribe, or promulgate the rates to be charged for any evidence of coverage.

SECTION 3. Amends Article 26.38(b), Insurance Code, to delete text regarding Title X111, Public
Hedlth Service Act (42 U.S.C. Section 300e et seq.).

SECTION 4. Amends Articles 26.42(a), (b), and (c), Insurance Code, as follows:

(@ Regquiresasmdl employer carrier to offer a standard health benefit plan as authorized by
Article 3.80 of this code and Section 9N, Texas Hedth Maintenance Organization Act (Article
20A.09N, Insurance Code), rather than the catastrophic care benefit plan and the basic
coverage benefit plan.

(b) Authorizes asmdl employer carrier to offer to asmal employer additiona benefit ridersto
the standard hedlth benefit plan, rather than either of the benefit plans, and to design and offer
gtandard hedlth benefit plans with additiona mandatory benefits.

(©) Requires, rather than authorizes, asmdl employer carrier to aso offer to smdl employers at

least one, rather than any, other hedth benefit plan authorized under this code that provides
State-mandated health benefits.
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SECTION 5. Amends Article 26.43(a), Insurance Code, by removing language requiring the
commissioner to develop and gpprove of certain policies and policy formsfor the catastrophic care and
basic coverage benefit plans. Makes a nonsubstantive change.

SECTION 6. Amends Article 26.48(a), Insurance Code, by requiring, rather than authorizing, a hedlth
mai ntenance organization to offer at least one State-gpproved basic health care plan that complies with
this chapter and other laws. It so authorizes a hedth maintenance organization to offer additiona such
plans. Reguires a hedth maintenance organization to offer a standard health benefit plan under Article
20A.09N, Insurance Code, and authorizes a health maintenance organization to offer additional benefit
riders to the standard health benefit plan or offer standard health benefit plans with additiona
mandatory benefits. Makes conforming and nonsubstantive changes.

SECTION 7. Amends Article 26.72, Insurance Code, by amending Subsection (c) and adding
Subsection (e), asfollows:

(c) Setsforth conditions under which Subsection (b) of this article does not gpply to an
arrangement that provides compensation to an agent on the basis of percentage of premium.

(e) Prohibitsasmdl employer carrier from using an agent compensation schedule that provides
compensation in a gpecific dollar amount for each individua covered during a specified period
or for each group of individuals covered during a specified period.

SECTION 8. Amends Subdivison (2), Section 843.002, Insurance Code, to redefine * basic hedlth
care srvices’ by removing a minimum requirement.

SECTION 9. Repeder: Article 26.44A (Benefit Plans), Insurance Code.

SECTION 10. Effectivedate: September 1, 2003. Makes application of this Act prospective to
January 1, 2004.
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