BILL ANALYSIS

S.B. 541

By: Williams

Insurance

Committee Report (Unamended)

BACKGROUND AND PURPOSE

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

RULEMAKING AUTHORITY

It is the committee's opinion that rulemaking authority is expressy granted to the Commissioner of
Insurance in SECTION 1 (Section 7, Article 3.80, Insurance Code) and SECTION 2 (Section 9N(j),
Chapter 20A, Insurance Code) of this bill.

ANALYSS

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

Art. 3.80. TEXAS CONSUMER CHOICE OF BENEFITSHEALTH INSURANCE PLAN ACT
Sec. 1. PURPOSE. Expressesthelegidaturésrecognitionof the need for individuas, employers, and other
purchasers of coverage to have the opportunity to choose hedth insurance plans that are more affordable
and flexible than existing market policies for accident and sickness insurance coverage. Expresses the
legidatures intent to increase the availability of hedlth insurance coverage by dlowing certain insurers to
issue accident and sickness policies that do not offer or provide state-mandated hedlth benefits.

Sec. 2. DEFINITIONS. Defines "hedth carrier” and "standard health benefit plan.”

Sec. 3. STATE-MANDATED HEALTH BENEHFTS. (a) Defines "state-mandated health benefits."

(b) Provides exemptions to the definitionof " state-mandated hedlthbenefits’ for the purposes of thisarticle.

Sec. 4. STANDARD HEALTH BENEFT PLANS AUTHORIZED. Authorizes ahedthcarrier to offer
one or more standard hedlth benefit plans.

Sec. 5. NOTICETO POLICYHOLDER. (a) Requiresawrittengpplicationfor participationina standard
hedlth benefit plan to contain, inbold type at the beginning of the document, certain language declaring that
the plan does not provide state-mandated health benefits. Specifiesthe text 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 plandoes not provide state-mandated hedlth benefits. Specifiesthe text
to be used in the declaration.

Sec. 6. DISCLOSURE STATEMENT. () Requires an insurer providing a standard health benefit plan

to provide a policyholder or proposed policyholder with awrittendisclosure statement that indicates that
the plandoes not provide state-mandated hedthbenefits, specifies which state-mandated benefits are not
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included, and natifiesanindividud policyholder that purchase of the plan may limit future coverage options
inthe event the policyhol der’ hedthchangesand needed benefitsare not available under the standard hedlth
benefit plan.

(b) Requires each gpplicant for initid 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 "agpplicant” means the employer.

(c) Requiresaninsurer to retain the signed disclosure satement and provide the disclosure atement to the
Texas Department of Insurance (TDI) uponrequest from the commissioner of insurance (commissioner).

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

Sec. 8. ADDITIONAL POLICIES. Requires an insurer that offers a sandard health benefit plan under
thisarticle to offer at least one accident or sickness insurance policy with state-mandated hedth benefits
that is otherwise authorized by this code.

Sec. 9. RATES. Requires a hedth carrier to file for information purposes the rates to be used with a
standard hedlth benefit plan. Provides that nothing in this section shall 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 sickness insurance policy or policies.

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

Sec. 9N. CHOICE OF BENEFITS PLAN. (a) Expresses the legidature's recognition of the need for
individuas and employeesto have the opportunity to choose heal th maintenance organizationplans that are
more afordable and flexible than exising market hedth care plans offered by hedth maintenance
organizations. Expresses the legidature's intent to increasethe availability of hedth care plans by alowing
certain hedth maintenance organizationstoissue group or individua evidences of coverage that do not offer
or provide state-mandated health benefits.

(b) Defines "gtandard hedth benefit plan.”
(c) Defines "state-mandated hedlth benefits’ for purposes of this section.
(d) Provides exceptions to the definition of " state-mandated hed thbenefits' 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 hedlth benefit plans.

() (1) Requires each written gpplicationfor enrollment ina standard health benefit plan to contain, in bold
type at the beginning of the document, certain language declaring that the plan does not provide state-
mandated health benefits normally required in evidences of coverage in 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 normaly required
in evidences of coverage in Texas. Specifies the language to be used in the definition.

(9) Requires a health maintenance organization providing a standard hedlth benefit plan to provide a
proposed contract holder or a contract holder with a written disclosure satement that indicates that the
standard health benefit plandoes not provide some or dl state-mandated health benefits; lissthosebenefits
not included; and natifiesanindividud 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
gtandard hedlth benefit plan.
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(h) Requireseach applicant for initid enrollment and each contract holder onrenewa to sign the disclosure
statement required by Subsection (g) and return it to the hedth maintenance organization. Provides that
under agroup evidence of coverage, the term "gpplicant” means the employer.

(i) Requires a hedlth maintenance organization to retain the sgned disclosure satement 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 hedlthmaintenance organizationthat offers one or more standard hedlth benefit plans under
this sectionto offer at least one evidence of coverage that provides state-mandated hedth benefitsand that
is otherwise authorized by the Insurance Code.

(1) Requires a hedlth maintenance organization to file for informationa purposes the rates to be used with
a standard hedth benefit plan. Provides that nothing in this section shall be construed 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. AmendsArtide 26.38(b), Insurance Code, to deletetext regarding Title X |11, 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:

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

(b) Authorizesasmdl employer carrier to offer to asmdl employer additional benefit ridersto the standard
hedlth benefit plan, rather than ether of the benefit plans, and to design and offer standard hedlth benefit
plans with additiona mandatory benefits.

(¢) Requires, rather than authorizes, asmal employer carrier to dso offer to amal employersat least one,
rather than any, other hedlth benefit plan authorized under this code that provides state-mandated health
benefits.

SECTION 5. AmendsArtide26.43(a), Insurance Code, by removing language requiringthe commissioner
to devel op and approve of certain policies and policy forms for the catastrophic care and basic coverage
benefit plans. Makes a nonsubstantive change.

SECTION 6. Amends Artide 26.48(a), Insurance Code, by requiring, rather than authorizing, a hedth
maintenance organization to offer at least one state-approved basic hedthcare planthat complieswith this
chapter and other laws. It aso authorizes a health maintenance organizationto offer additional such plans.
Reguiresa health maintenance organizationto offer a standard health benefit plan under Article 20A.09N,
Insurance Code, and authorizes a hedth maintenance organization to offer additiona benefit ridersto the
standard hedlthbendfit planor offer standard health benefit plans withadditiona mandatory benefits. Makes
conforming and nonsubstantive changes.

SECTION 7. Amends Section 843.002(2), Insurance Code, to redefine "basic hedlth care services' by
removing a minimum requirement.

SECTION 8. Repedler: Article 26.44A (Benefit Plans), Insurance Code.

SECTION 9. Effective date: September 1, 2003. Makes gpplication of this Act prospective to January
1, 2004.
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EFFECTIVE DATE

September 1, 2003.
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