
LEGISLATIVE BUDGET BOARD
Austin, Texas

 
FISCAL NOTE, 86TH LEGISLATIVE REGULAR SESSION
 

May 22, 2019

TO: Honorable Dan Patrick, Lieutenant Governor, Senate
 
FROM: John McGeady, Assistant Director     Sarah Keyton, Assistant Director 

Legislative Budget Board
 
IN RE: SB1264 by Hancock (Relating to consumer protections against certain medical and health

care billing by certain out-of-network providers. ), As Passed 2nd House

Estimated Two-year Net Impact to General Revenue Related Funds for SB1264, As Passed
2nd House: a negative impact of ($7,869,870) through the biennium ending August 31, 2021.

The bill would make no appropriation but could provide the legal basis for an appropriation of
funds to implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Fiscal Year Probable Net Positive/(Negative) Impact
to General Revenue Related Funds

2020 ($3,045,683)
2021 ($4,824,187)
2022 ($5,094,533)
2023 ($5,379,559)
2024 ($5,681,291)

All Funds, Five-Year Impact:

Fiscal Year

Probable
Savings/(Cost) from

General Revenue Fund
1

Probable
Savings/(Cost) from

GR Dedicated Accounts
994

Probable
Savings/(Cost) from

Federal Funds
555

Probable
Savings/(Cost) from
State Highway Fund

6
2020 ($3,045,683) ($169,436) ($732,161) ($483,321)
2021 ($4,824,187) ($268,377) ($1,159,700) ($765,553)
2022 ($5,094,533) ($283,417) ($1,224,689) ($808,454)
2023 ($5,379,559) ($299,273) ($1,293,208) ($853,685)
2024 ($5,681,291) ($316,059) ($1,365,743) ($901,567)
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Fiscal Year

Probable
Savings/(Cost) from
Other Special State

Funds
998

Probable
Savings/(Cost) from

Local/Not
Appropriated Funds

8888

Probable
Savings/(Cost) from
School Employees
UGIP Trust Fund

855

Probable
Savings/(Cost) from
RETIRED SCHOOL

EMP GROUP
INSURANCE

989
2020 ($35,829) ($29,103) ($12,464,569) ($2,208,137)
2021 ($56,750) ($46,097) ($18,696,854) ($3,312,206)
2022 ($59,931) ($48,680) ($18,696,854) ($3,312,206)
2023 ($63,284) ($51,403) ($18,696,854) ($3,312,206)
2024 ($66,833) ($54,287) ($18,696,854) ($3,312,206)

Fiscal Analysis

The bill would amend the Insurance Code relating to consumer protections against certain medical
and health care billing by certain out-of-network providers.
 
The bill would amend Chapter 1467 of the Insurance Code to apply mandatory mediation only to
health benefit claims by out-of-network providers that are facilities. The bill would change the
initiator of a mediation request from the enrollee to an out-of-network provider or a health benefit
plan issuer or administrator. The bill would require the Texas Department of Insurance (TDI) to
select a mediator in place of the State Office of Administrative Hearings (SOAH). If no agreement
is reached after the mediator's report, either party may file a civil action to determine the amount
due to the out-of-network provider.
 
The bill would establish an arbitration program to resolve claim disputes from out-of-network
providers who are not a facility. The bill would allow an arbitrator to determine the reasonable
amount for services or supplies provided to an enrollee by an out-of-network provider. The bill
would require all parties to participate in an informal settlement teleconference prior to the
arbitration process. The arbitrator must determine whether the billed amount or the payment made
by the issuer, as last modified during an internal appeal process or informal settlement
teleconference, is the closest to the reasonable amount for the services and select that amount as
the binding award amount.

If the attorney general receives a referral from the appropriate regulatory agency, the bill would
allow the attorney general to bring a civil action to enjoin an individual or entity from a violation
relating to an insurer exhibiting a pattern of intentionally violating the balance billing
prohibitions. The bill would require an appropriate regulatory agency to take disciplinary action
against a physician, practitioner, facility, or provider for violating a law prohibiting certain
balance billing.
 
The bill applies only to a health care or medical service or supply provided on or after January 1,
2020. The bill would take effect on September 1, 2019.

Methodology

Based on the analysis of the Teacher Retirement System (TRS), this analysis assumes that the
provision of the bill requiring the arbitrator to select the billed amount or the initial payment
amount as the binding award amount for certain providers would result in estimated additional
costs of $12.5 million in fiscal year 2020 and $18.7 million per year thereafter to the School
Employees Uniform Group Insurance Program Fund 855 (ActiveCare); and costs of $2.2 million in
fiscal year 2020 and $3.3 million per year thereafter to the Retired School Employee Group
Insurance Fund 989 (TRS-Care). Additional costs would not increase the statutorily-required state

Page 2 of 3



contributions to TRS-Care and ActiveCare for the 2020-21 biennium; therefore, no significant
fiscal impact to the General Revenue Fund is anticipated. However, the additional costs may result
in the need for higher contribution rates from the State, employers, or members to the TRS-Care
and ActiveCare programs.
 
Based on the analysis of the Employees Retirement System (TRS), this analysis assumes that,
based upon fiscal year 2018 claims data, approximately $14.8 million in claims would be brought
to arbitration. The results of arbitration, after applying benefit cost growth, would cost the entire
Group Benefits Program approximately $5.4 million in fiscal year 2020, the state portion of which
is represented in the tables above. This analysis does not include the additional potential cost of
in-network providers leaving the network due to higher reimbursements to out-of-network
providers.

This analysis assumes prorated costs to ERS and TRS in fiscal year 2020 due to the bill only
applying to a health care or medical service or supply provided on or after January 1, 2020.
 
This analysis assumes an anticipated increase in complaints to the Texas Medical Board related to
balance billing. This analysis assumes an estimated cost of approximately $142,793 from the
General Revenue Fund each fiscal year to handle the increased workload that will be absorbed
within the agency's existing resources.
 
Based on analysis by the Office of the Attorney General, additional staff resources may be
required to enforce the provisions of the bill in the event that numerous instances of
noncompliance occur. However, it is assumed that these costs could be absorbed using existing
resources.
 
Based on information provided by TDI, SOAH, Office of Court Administration, Health and Human
Services Commission, The University of Texas System Administration, and Texas A&M
University System Administration, this analysis assumes that the duties and responsibilities
associated with implementing the provisions of the bill could be accomplished by utilizing
existing resources.

Local Government Impact

No fiscal implication to units of local government is anticipated.

Source Agencies: 212 Office of Court Administration, Texas Judicial Council, 302 Office of
the Attorney General, 323 Teacher Retirement System, 327 Employees
Retirement System, 360 State Office of Administrative Hearings, 454
Department of Insurance, 503 Texas Medical Board, 529 Health and
Human Services Commission, 710 Texas A&M University System
Administrative and General Offices, 720 The University of Texas System
Administration

LBB Staff: WP, CP, ASa, CMa, SGr, LLo, CLo, KFB
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