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Engrossed

DIGEST AND PURPOSE

The Texas Hedth Insurance Risk Poal (pool) was created to comply with the federal Hedth Insurance
Portability and Accountability Act and to provide qudity hedth care to Texans with preexisting
conditions who otherwise could not obtain hedth insurance. The cost for the coverage provided
through the poal is paid by the insured through premiums and by insurers through assessments. From
1998 to 2000, the assessments collected from insurers has increased from approximately $10 million to
approximately $67 million. H.B. 1709 provides a premium tax credit to an insurer for the amount of
assessment paid to the pool and requires the commissioner of insurance to appoint an advisory
committee to suggest funding dternatives to assessments.

RULEMAKING AUTHORITY

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

SECTION BY SECTION ANALYSS

H.B. 1709 amends the Insurance Code to set forth provisons regarding a premium tax credit for
insurers. The bill provides that 100 percent of any assessment paid by an insurer to the Texas Hedlth
Insurance Risk Pool (pool) for organizationd and interim operating expenses during any cdendar year
shdl be dlowed to that insurer as a credit againg its premium tax lighility to this Sate for any year. The
tax credit shdl be dlowed at arate of 10 percent per year for 10 successive years following the date of
assessment and at the option of the insurer may be taken over an additiona number of years.

The bill prohibits an insurer from being required to write off in any one year an amount in excess of its
premium tax liability to this state accruing within that year or any succeeding year. The balance of any
unused tax credit not claimed in a particular year may be reflected in the books and records of the
insurer as an admitted asset of the insurer for dl purposes, including exhibition in annud statements filed
with the Texas Department of Insurance (TDI). Available credit againgt premium tax may be transferred
or assigned among or between insurersif amerger, acquisition, or total assumption of reinsurance
occurs among or between the insurers or the commissioner of insurance (commissioner) by order
gpproves the transfer or assgnment.

The hill requires the commissioner to gppoint an advisory committee to study funding for operationd
losses and other deficits of the pool and to recommend appropriate mechanisms for funding as an
dternative to assessmentsimposed by TDI. The bill sets forth the composition of the committee. The
bill requires the committee to report its findings and recommendations to the commissioner, the Spesker
of the house of representatives, and the lieutenant governor not later than December 1, 2002.

Effective date: September 1, 2001.
Makes application of this Act prospective.
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