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DIGEST AND PURPOSE

In 1993, the 73rd Texas Legidature permitted small employersto join together in private nonprofit
hedlth insurance purchasing aliances or samdl employer hedth coditions. Some insurers have cancdlled
policies with smal employer hedlth coditions because they do not consider acodition to beasingle
employer. C.SH.B. 897 daifiesthat asmal employer hedth codition isasingle smal employer for dl
purposes under the Insurance Code, and modifies other provisons to ensure that smal employers and
their employees are not discriminated against based on hedlth atus related factors or other
characteristics.

RULEMAKING AUTHORITY

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

SECTION BY SECTION ANALYSS

SECTION 1. Amends Article 26.02, Insurance Code, by adding Subdivision (32-a), to define “smdll
employer hedth codition.”

SECTION 2. Amends the heading to Subchapter B, Chapter 26, Insurance Code, to read asfollows:
SUBCHAPTER B. COALITIONS AND PURCHASING COOPERATIVES

SECTION 3. Amends Article 26.15, Insurance Code, by amending Subsection (b) and adding
Subsection (€), asfollows:

(b) Authorizes a cooperative to contract only with small or large employer carriers that
demondtrate certain characteristics.

(e) Prohibits a cooperative from limiting, restricting, or conditioning an employer’s or
employee’ s membership in a cooperative or choice among benefit plans based on hedth satus
related factors, duration of coverage, or any Smilar characterigtic related to the health status or
experience of agroup or of any member of agroup.

SECTION 4. Amends Article 26.16(b), Insurance Code, to provide that a small employer hedlth
codition that otherwise meets the description of asmal employer is consdered asingle smdl employer
for dl purposes under this chapter. Makes conforming changes.

SECTION 5. Amends Articles 26.21(b) and (c), Insurance Code, as follows:

(b) Removesaprovison stating that coverage is available under asmall employer hedth
benefit plan if a least 75 percent of asmal employer’ s digible employees elect to be covered.

(¢) Providesthat coverageis avalable under a smadl employer hedth benefit plan if a least 75
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percent of asmdl employer’ s digible employees, or, if gpplicable, the lower participation level
offered by the small employer carrier under Subsection (d) of this article, elect to be covered.
Removes an exception related to coverage provided through a purchasing cooperative.

SECTION 6. Amends Article 26.72(a), Insurance Code, to prohibit asmall employer carrier or agent
from, directly or indirectly, encouraging or directing a small employer to become a member or not
become a member of aparticular smal employer hedlth codlition because of the hedth status or daim
experience of the digible employees and dependents of that small employer.

SECTION 7. Effective date: September 1, 2003.
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