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House Bill HB 240 
Relating to the requirement and study of insurance coverage for serious emotional disturbance of a child 

Access to appropriate, high-quality mental health treatments and services increases the opportunity for recovery. 

Federal parity laws, followed by the passing of HB 10 during the 85th Texas Legislature, were enacted so that individuals 

living with mental health or substance use conditions can access treatments and services on par with physical health 

services. This should extend to children and youth. As the Texas Insurance Code is currently written, serious mental 

illness (SMI) is defined by diagnoses in the Diagnostic and Statistical Manual (DSM) applicable to persons 18 years or 

older, and only includes the limited diagnosis of depression in children and adolescents. This means that children and 

youth with behavioral or emotional issues often do not meet the criteria as defined in the code. 

 

Serious emotional disturbance (SED) is used to refer to children and youth younger than 18 who have had a diagnosable 

mental, behavioral, or emotional disorder in the previous year which resulted in functional impairment that substantially 

interfered with or limited the child’s role or functioning in family, school, or community activities.1 This terminology is 

widely accepted and used by SAMHSA, Texas Health and Human Services, and in education, child welfare and juvenile 

justice codes. While children’s mental health services are often widely covered in public and private health insurance 

benefits, they are not actually defined in the health insurance code and are left to potentially be denied. 

 

SED impacts 1 in 10 children in the U.S.2 Nationwide, students identified as having serious emotional disturbance have 

the highest drop-out rate (55.9 percent) among students receiving special education or general education services.3 

During the 2019-20 school year, over 36,000 Texas students were identified as having serious emotional disturbance — 

roughly six percent of all students identified as eligible for special education services.4 A report from the Texas Juvenile 

Justice Department cited 482 entries into juvenile justice alternative education programs for students in special 

education in 2018-19, of which 26.5 percent had a primary diagnosis of SED.5 

 

Children with SED do best when they receive a continuum of services involving their families and communities. 

However, intensive mental health services and treatments for children with SED or significant behavior challenges are 

often inaccessible to the children and families who need them, primarily due to the high cost of these services if 

coverage is not provided. A very real consequence of not providing these services to youth with SED and their families is 

the possibility of relinquishment of parental rights to the state’s Child Protective Services department (CPS). When 

appropriate services are not available, loving parents are sometimes forced to make the heart-wrenching decision of 

relinquishing custody of their child to CPS or turning them over to the juvenile justice system to make sure that their 

child gets the services that they need. 

 

HB 501 clarifies the distinction between the definitions for SMI and SED so that issues and treatments specific to 

children are properly defined, such as interventions in family environments or school for at-risk behavior. Statutory 

clarification of the definition of serious emotional disturbance offers the state a solid benchmark by which to measure 

compliance with federal and Texas’ parity standards as it relates to children. Including a definition for serious emotional 

disturbance for children in the Texas Insurance Code will remove any confusion and ensure children’s access to mental 

health services is at parity with their coverage of physical health services. 
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