| NSURANCE CCODE
TI TLE 2. TEXAS DEPARTMENT OF | NSURANCE
SUBTI TLE A. ADM NI STRATI ON OF THE TEXAS DEPARTMENT OF | NSURANCE
CHAPTER 30. GENERAL PROVI SI ONS

Sec. 30.001. PURPCSE COF TITLES 2, 3, 4, 5, 6, 7, 8, 9, 10, 11
12, 13, 14, AND 20. (a) This title and Titles 3, 4, 5, 6, 7, 8, 9,
10, 11, 12, 13, 14, and 20 are enacted as a part of the state's
continuing statutory revision program begun by the Texas Legislative
Council in 1963 as directed by the legislature in the law codified as
Section 323.007, Governnent Code. The program contenpl ates a topic-
by-topic revision of the state's general and permanent statute |aw
wi t hout substantive change.

(b) Consistent with the objectives of the statutory revision
program the purpose of this title and Titles 3, 4, 5, 6, 7, 8, 9,
10, 11, 12, 13, 14, and 20 is to nake the | aw enconpassed by the
titles nore accessi bl e and understandabl e by:

(1) rearranging the statutes into a nore |ogical order;

(2) enploying a format and nunbering system designed to
facilitate citation of the |law and to accommodate future expansi on of
t he | aw

(3) elimnating repeal ed, duplicative, unconstitutional,
expi red, executed, and other ineffective provisions; and

(4) restating the law in nodern American English to the
great est extent possible.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 17, eff. June 1
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.001, eff. Sept. 1
2001; Acts 2003, 78th Leg., ch. 1274, Sec. 9, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 727 (H B. 2017), Sec. 10, eff. April 1
2007.

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1A 001,
eff. April 1, 2009.

Sec. 30.002. CONSTRUCTION. Except as provided by Section
30. 003 and as otherw se expressly provided in this code, Chapter 311
Gover nment Code (Code Construction Act), applies to the construction
of each provision in this title and in Titles 3, 4, 5, 6, 7, 8, 9,
10, 11, 12, 13, 14, and 20.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amrended by Acts 2001, 77th Leg., ch. 1419, Sec. 17, eff. June 1
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.001, eff. Sept. 1
2001; Acts 2003, 78th Leg., ch. 1274, Sec. 9, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 10, eff. April 1
2007.

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1A 001,
eff. April 1, 2009.

Sec. 30.003. DEFINITION OfF PERSON. The definition of "person"
assigned by Section 311.005, Governnment Code, does not apply to any
provision in this title or in Title 3, 4, 5, 6, 7, 8, 9, 10, 11, 12,
13, 14, or 20.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Acts 2001, 77th Leg., ch. 1419, Sec. 17, eff. June 1, 2003. Anmended
by Acts 2001, 77th Leg., ch. 1420, Sec. 11.001, eff. Sept. 1, 2001;
Acts 2003, 78th Leg., ch. 1274, Sec. 9, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 10, eff. April 1
2007.

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1A 001,
eff. April 1, 20009.

Sec. 30.004. REFERENCE IN LAW TO STATUTE REVI SED BY TI TLE 2, 3,
4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, OR 20. A reference in alawto
a statute or a part of a statute revised by this title or by Title 3,
4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, or 20 is considered to be a
reference to the part of this code that revises that statute or part
of that statute.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Acts 2001, 77th Leg., ch. 1419, Sec. 17, eff. June 1, 2003; Acts
2001, 77th Leg., ch. 1420, Sec. 11.001, eff. Sept. 1, 2001. Anmended
by Acts 2003, 78th Leg., ch. 1274, Sec. 9, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 727 (H B. 2017), Sec. 10, eff. April 1
2007.
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Acts 2007, 80th Leg., RS, Ch. 730 (H B. 2636), Sec. 1A 001,
eff. April 1, 2009.

Sec. 30.005. PREEMPTION. Unless expressly authorized by
anot her statute, a nmunicipality or county may not adopt, enforce, or
mai ntai n an ordi nance, order, or rule regulating conduct in a field
of regulation that is occupied by a provision of this code. An
ordi nance, order, or rule that violates this section is void,
unenf orceabl e, and inconsistent with this code.

Added by Acts 2023, 88th Leg., RS., Ch. 899 (H B. 2127), Sec. 9, eff.
Septenber 1, 2028.

CHAPTER 31. ORGANI ZATI ON OF DEPARTMENT
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 31.001. DEFINITIONS. In this code and other insurance
| aws:
(1) "Comm ssioner"” neans the comm ssioner of insurance.
(2) "Department"” neans the Texas Departnent of |nsurance.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.002. DUTIES OF DEPARTMENT. In addition to the other
duties required of the Texas Departnment of Insurance, the departnent
shal | :

(1) regulate the business of insurance in this state;

(2) admnister the workers' conpensation systemof this
state as provided by Title 5, Labor Code;

(3) ensure that this code and other | aws regarding
i nsurance and i nsurance conpani es are executed;

(4) protect and ensure the fair treatnment of consuners; and

(5) ensure fair conpetition in the insurance industry in
order to foster a conpetitive market.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.051, eff.
Sept enber 1, 2005.
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Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec. 1.001,
eff. Septenber 1, 2011

Sec. 31.003. COWPCOSI TI ON OF DEPARTMENT. The departnent is
conposed of the comm ssioner and other officers and enpl oyees
required to efficiently inplenent:

(1) this code;

(2) other insurance laws of this state; and

(3) other laws granting jurisdiction or applicable to the
departnment or the comm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.004. SUNSET PROVISION. (a) The Texas Departnent of
| nsurance is subject to Chapter 325, Governnent Code (Texas Sunset
Act). Unless continued in existence as provided by that chapter, the
departnent is abolished Septenmber 1, 2029.

(b) Unless continued as provided by Chapter 325, CGovernnent
Code, the duties of the division of workers' conpensation of the
Texas Departnment of |Insurance under Title 5, Labor Code, expire
Sept enber 1, 2029, or another date designated by the |egislature.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 1112, Sec. 2.02, eff. Sept. 1,
2003.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.052, eff.
Sept enber 1, 2005.

Acts 2005, 79th Leg., Ch. 1227 (H B. 1116), Sec. 2.05, eff.
Septenber 1, 2005.

Acts 2007, 80th Leg., RS., Ch. 928 (H B. 3249), Sec. 3.09, eff.
June 15, 2007.

Acts 2009, 81st Leg., 1st CS., Ch. 2 (S.B. 2), Sec. 1.06, eff.
July 10, 20009.

Acts 2011, 82nd Leg., R S., Ch. 1147 (H. B. 1951), Sec. 1.002,
eff. Septenber 1, 2011

Acts 2011, 82nd Leg., R S., Ch. 1162 (H B. 2605), Sec. 1, eff.
Septenber 1, 2011

Ch

Acts 2013, 83rd Leg., R S., 1279 (H B. 1675), Sec. 4.02, eff.
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June 14, 2013.

Acts 2019, 86th Leg., RS., Ch. 596 (S.B. 619), Sec. 2.05, eff.
June 10, 2019.

Acts 2021, 87th Leg., RS., Ch. 850 (S.B. 713), Sec. 2.01, eff.
June 16, 2021

Acts 2023, 88th Leg., RS., Ch. 941 (S.B. 1659), Sec. 1.13, eff.
June 18, 2023.

Sec. 31.005. DEFENSE BY ATTORNEY GENERAL. The attorney general
shal | defend an action brought against the comm ssioner or an
enpl oyee or officer of the departnent as a result of that person's
of ficial act or om ssion, whether or not at the time of the
institution of the action that person has term nated service with the
depart nent.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.006. TEXAS WORKERS' COWVPENSATI ON COWM SSI ON NOT
AFFECTED. This code does not affect the duties inposed by |aw on the
Texas Wor kers' Conpensation Comm ssion.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.007. REFERENCES TO BOARD. A reference in this code or
other law to the State Board of Insurance, the Board of I|nsurance
Commi ssioners, or an individual conm ssioner neans the comm ssi oner
or the departnment as consistent with the respective duties of the
conmi ssi oner and the departnent under this code and ot her insurance
| aws.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. COWM SSI ONER OF | NSURANCE
Sec. 31.021. CH EF EXECUTIVE. (a) The conmm ssioner is the
departnent's chief executive and admnistrative officer. The
conmmi ssioner shall adm nister and enforce this code, other insurance
laws of this state, and other |laws granting jurisdiction or
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applicable to the departnment or the conm ssioner.
(b) The conm ssioner has the powers and duties vested in the
department by:
(1) this code and other insurance |aws of this state; and
(2) Title 5 Labor Code, and other workers' conpensation
i nsurance laws of this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.053, eff.
Sept enber 1, 2005.

Sec. 31.022. APPO NTMENT; TERM (a) The governor, with the
advi ce and consent of the senate, shall appoint the conm ssioner.
The conmm ssioner serves a two-year termthat expires on February 1 of
each odd- nunbered year.

(b) The governor shall appoint the comm ssioner wthout regard
to the race, color, disability, sex, religion, age, or nationa
origin of the appointee.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.023. QUALIFICATIONS. The conm ssioner mnust:
(1) be a conpetent and experienced adm ni strator;
(2) be well infornmed and qualified in the field of
i nsurance and insurance regul ation; and
(3) have at least five years of experience in the
adm ni stration of business or governnent or as a practicing attorney
or certified public accountant.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., 3rd C S., ch. 3, Sec. 10.01, eff.
Jan. 11, 2004.

Sec. 31.024. INELIGBILITY FOR PUBLIC OFFI CE. The comnm ssi oner
is ineligible to be a candidate for a public elective office in this
state, unless the comm ssioner has resigned and the governor has
accepted the resignation.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.026. COVPENSATION. The conmissioner is entitled to
conpensation as provided by the General Appropriations Act.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.027. GROUNDS FOR REMOVAL. (a) It is a ground for
removal fromoffice if the conm ssioner:
(1) does not have at the tinme of appointnent the
qualifications required by Section 31.023;
(2) does not maintain during service as comn ssioner the
qualifications required by Section 31.023;
(3) violates a prohibition established by Section 33.001,
33.003, 33.004, or 33.005; or
(4) cannot, because of illness or disability, discharge the
conmi ssioner's duties for a substantial part of the comm ssioner's
term
(b) The validity of an action of the conm ssioner or the
departnent is not affected by the fact that it is taken when a ground
for renoval of the conm ssioner exists.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.028. TRAI NI NG PROGRAM FOR COW SSI ONER.  (a) Not later
than the 90th day after the date on which the conm ssioner takes
of fice, the conm ssioner shall conplete a training programthat
conplies with this section.

(b) The training program nust provide the conmm ssioner with
i nformation regarding:

(1) the legislation that created the departnent;

(2) the prograns operated by the departnent;

(3) the role and functions of the departnent;

(4) the rules of the departnent, with an enphasis on the
rules that relate to disciplinary and investigatory authority;

(5) the current budget for the departnent;

(6) the results of the nost recent formal audit of the
depart nent;
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(7) the requirenents of:
(A) the open neetings |aw, Chapter 551, Gover nment
Code;
(B) the public information |Iaw, Chapter 552, Governnent
Code;
(© the adm nistrative procedure |aw, Chapter 2001,
Gover nnent Code; and
(D) other laws relating to public officials, including
conflict of interest laws; and
(8) any applicable ethics policies adopted by the
departnment or the Texas Ethics Conmm ssion.

Added by Acts 2003, 78th Leg., 3rd C.S., ch. 3, Sec. 10.04, eff. Jan.
11, 2004.

SUBCHAPTER C. PERSONNEL

Sec. 31.041. DEPARTMENT PERSONNEL. (a) Subject to the Ceneral
Appropriations Act or other |law, the conm ssioner shall appoint
deputies, assistants, and ot her personnel as necessary to carry out
t he powers and duties of the conmm ssioner and the departnment under
this code, other insurance |laws of this state, and other |aws
granting jurisdiction or applicable to the departnent or the
conmi ssi oner .

(b) A person appointed under this section nust have the
prof essional, adm nistrative, and insurance experience necessary to
qualify the person for the position to which the person is appointed.

(c) A person appointed as an associ ate or deputy conm ssioner
or to hold an equival ent position nust have at |east five years of
t he experience required for appointnent as conm ssioner under Section
31.023. At |east two years of that experience nust be in work
related to the position to be held.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.042. DI VISION OF RESPONSI BI LI TIES. The comm ssi oner
shal | devel op and i nplenent policies that clearly define the
respective responsibilities of the comm ssioner and the staff of the
depart nment.

Statute text rendered on: 6/10/2025 - 8 -
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.043. EQUAL EVMPLOYMENT OPPORTUNI TY POLICY; REPORT. (a)
The conm ssioner or the comm ssioner's designee shall prepare and
maintain a witten policy statenent to ensure inplenentation of a
program of equal enploynment opportunity under which all personnel
transactions are made wi thout regard to race, color, disability, sex,
religion, age, or national origin. The policy statenent nust
i ncl ude:

(1) personnel policies, including policies relating to
recruitnent, evaluation, selection, appointnent, training, and
pronoti on of personnel that are in conpliance with Chapter 21, Labor
Code;

(2) a conprehensive analysis of the departnment workforce
that neets federal and state guidelines;

(3) procedures by which a determ nation can be made of
significant underuse in the departnent workforce of all persons for
whom f ederal or state guidelines encourage a nore equitabl e bal ance;
and

(4) reasonable nethods to appropriately address those areas
of significant underuse.

(b) A policy statenent prepared under this section nust:

(1) cover an annual peri od;

(2) be updated annually;

(3) be reviewed by the Comm ssion on Human Rights for
conpliance wth Subsection (a); and

(4) be filed with the governor.

(c) The governor shall deliver a biennial report to the
| egi sl ature based on the information recei ved under Subsection (b).
The report may be nmade separately or as a part of other biennial
reports nmade to the |egislature.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.044. QUALI FI CATI ONS AND STANDARDS OF CONDUCT. The
commi ssi oner shall provide to departnent enpl oyees, as often as
necessary, information regarding their:

(1) qualification for office or enploynent under this code;

Statute text rendered on: 6/10/2025 -9 -
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and
(2) responsibilities under applicable laws relating to
standards of conduct for state enpl oyees.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 31.045. CAREER LADDER PROGRAM  PERFORMANCE EVALUATI ONS
(a) The conm ssioner or the conm ssioner's designee shall devel op an
i ntra-agency career |adder program The program nust require intra-
agency posting of all nonentry |l evel positions concurrently with any
publ i c posti ng.

(b) The comm ssioner or the conm ssioner's designee shal
devel op a system of annual performance evaluations. Al nerit pay
for departnent enpl oyees nust be based on the system established
under this subsection

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 32. ADM NI STRATI VE PONERS AND DUTI ES
SUBCHAPTER A. RECORDS
Sec. 32.001. G VING CERTIFI ED COPI ES AND CERTI FI CATES. (a) On
request and on paynent of the required fee, the departnment shall:

(1) ~certify a copy of a paper or a record in a departnment
office and give the certified copy to any person when the
commi ssi oner determ nes that providing the copy is not prejudicial to
the public interest; and

(2) give a certificate as provided by other |aw

(b) A fee collected by the departnment under this section shal
be deposited in the general revenue fund to the credit of the Texas
Department of |nsurance operating account.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 32.0015. FILING ARTI CLES OF | NCORPORATI ON AND OTHER
PAPERS; CERTIFIED COPIES. (a) The departnent shall file and
mai ntain in a departnent office:

(1) all insurance conpanies' acts or articles of
i ncorporation; and
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(2) any other paper required by lawto be filed with the
depart nment.

(b) The departnent shall provide a certified copy of a docunent
descri bed by Subsection (a)(1l) or (2) to a party interested in the
docunent who:

(1) submts an application; and
(2) pays the fee prescribed by |aw.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1A 002,
eff. April 1, 2009.

Sec. 32.002. RECORD OF DEPARTMENT PROCEEDI NGS. The depart nment
shall maintain a conplete record of the departnment's proceedi ngs.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 32.003. STATEMENTS REGARDI NG CONDI TI ON OF EXAM NED
COMPANI ES. The departnent shall maintain a concise statenment of the
condition of each conmpany or agency visited or exam ned.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 32.004. PUBLICATI ON OF RESULTS OF EXAM NATION. The
departnent shall publish the results of an exam nation of a conpany's
affairs if the comm ssioner determ nes that publication is in the
public interest.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1A. 002,
eff. April 1, 2009.

SUBCHAPTER B. REPORTS
Sec. 32.021. ANNUAL REPCRTS. (a) The departnent shall file
annually with the governor and the presiding officer of each house of
the legislature a conplete and detailed witten report that includes:
(1) a description of the comm ssioner's official acts;
(2) a description of the condition of conpanies doing
business in this state; and
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(3) other information that exhibits the affairs of the
depart nment.

(b) The annual report required by Subsection (a) nmust be in the
formand reported in the time provided by the General Appropriations
Act .

(c) The departnent shall:

(1) send a copy of the annual report required by Subsection
(a) to the insurance comm ssioner or other simlar officer of every
state; and

(2) on request, send a copy to any conpany doi ng busi ness
inthis state.

(d) The departnent shall print a separate prem um and | oss
report that contains and arranges in tabular formthe prem um and
| oss information contained in the annual statenments for conpanies
doi ng business in this state.

(e) The departnent shall file the report required by Subsection
(d) with the Legislative Reference Library and the Texas State
Library with the annual report required by Subsection (a).

(f) The departnent shall notify the |legislature of the
availability of the reports required by this section.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 1312 (S.B. 59), Sec. 76, eff.
Septenber 1, 2013.

Sec. 32.022. BIENNIAL REPORT TO LEA SLATURE. (a) On or before
Decenber 31 of each even-nunbered year, the departnment shall submt
to the appropriate conmttees of each house of the legislature a
witten report that indicates any needed changes in the laws relating
to regulation of the insurance industry or any other industry or
occupation under the jurisdiction of the departnent and that states
the reasons for the needed changes.

(b) If the comm ssioner determ nes that any capital or surplus
requi renents established by this code for any insurance conpanies are
i nadequate, the departnent shall:

(1) include in the biennial report specific reconmendations
relating to the anounts at which the capital or surplus requirenents
shoul d be set and the findings and evidence on which those
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reconmendati ons are based; and
(2) submt the biennial report to the governor.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 32.023. REPORTS TO OTHER STATES. On request, the
departnment shall provide to the insurance conm ssioner or other
simlar officer of another state information relating to a conpany of
this state that does business in the other state if:

(1) the other state has enacted the substantial provisions
of the insurance laws of this state; and

(2) the comm ssioner or other simlar officer has a | egal
duty to obtain the information.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER C. FORMS
Sec. 32.041. FORWVS. The departnent shall furnish to the
conpanies required to report to the departnment the necessary forns
for the required statenents.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER D. | NTERNET ACCESS TO CERTAI N | NFORVATI ON

Sec. 32.101. APPLICABILITY OF SUBCHAPTER. This subchapter
applies to insurers who conprise the top 25 i nsurance groups in the
nati onal market and who issue residential property insurance or
per sonal autonobile insurance policies in this state, including a
LI oyd's plan, a reciprocal or interinsurance exchange, a county
mut ual insurance conpany, a farm nutual insurance conpany, the Texas
W ndst orm I nsurance Associ ation, the FAIR Pl an Associ ation, and the
Texas Autonobile Insurance Pl an Associ ati on.

Added by Acts 2007, 80th Leg., R S., Ch. 151 (S.B. 611), Sec. 1, eff.
May 21, 2007

Sec. 32.102. |INTERNET WEBSITE. (a) The departnent, in
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conjunction with the office of public insurance counsel, shal
establish and naintain a single Internet website that provides
information to enabl e consuners to make i nfornmed decisions rel ating
to the purchase of residential property insurance and personal
aut onobi | e i nsurance. The website nust include:

(1) a description of each type of residential property
i nsurance policy and personal autonobile insurance policy issued in
this state, including a conparison of the coverage, exclusions, and
restrictions of each policy that allows a side-by-side conparison of
the features of the policy forns;

(2) alisting of each insurer witing residential property
i nsurance or personal autonobile insurance in this state, indexed by
each county or zip code in which the insurer is actively witing that
i nsurance, and a profile of the insurer that includes:

(A) contact information for the insurer, including the
insurer's full name, address, and tel ephone nunber and the insurer's
fax nunber and e-mail address, if avail abl e;

(B) information on rates charged by the insurer,

i ncl udi ng:

(i) sanple rates for different policyhol der
profiles in each county or zip code; and

(ii) the percentage by which the sanple rate has
fallen or risen due to filings in the previous 12, 24, and 36 nonths;

(C© alist of policy forns, exclusions, endorsenents,
and di scounts offered by the insurer;

(D) an indication of whether the insurer uses credit
scoring in underwiting, rating, or tiering, and a link to the
insurer's credit nodel or a link explaining howto request the
insurer's credit nodel

(E) the insurer's financial rating determ ned by A M
Best or simlar rating organization and an expl anation of the neaning
and i nportance of the rating;

(F) a conplaint ratio or simlar conplaint rating
system for the insurer for each of the previous three years and an
expl anation of the nmeaning of the rating system and

(G information, other than information nmade
confidential by law, on the insurer's regulatory and adm nistrative
experience with the departnent, the office of public insurance
counsel, and insurance regulatory authorities in other states; and

(3) if feasible, as determ ned by the comm ssioner and the
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public insurance counsel:

(A) a side-by-side conparison of credit scoring nodels,
including factors, key variables, and weights, of residential
property insurers in this state; and

(B) a side-by-side conparison of credit scoring nodels,
i ncluding factors, key variables, and wei ghts, of private passenger
autonobile insurers in this state.

(b) The Internet website required by this section may link to
and be linked fromthe departnment's and the office of public
i nsurance counsel's main websites, but nust have its own Internet
address distinct fromthe address of those main sites.

(c) The departnent and the office of public insurance counsel
may i nclude on the Internet website or by link to another site any
ot her information the department and the office of public insurance
counsel determne is hel pful to consuners of residential property
i nsurance or personal autonobile insurance or that the departnent or
the office of public insurance counsel is authorized or required to
publ i sh under this code that relates to residential property
i nsurance or personal autonobile insurance.

Added by Acts 2007, 80th Leg., RS., Ch. 151 (S.B. 611), Sec. 1, eff.
May 21, 2007

Sec. 32.103. PUBLI C | NFORMATI ON CONCERNI NG | NTERNET WEBSI TE.
The departnent shall publicize the existence of the Internet website
required by this subchapter.

Added by Acts 2007, 80th Leg., R S., Ch. 151 (S.B. 611), Sec. 1, eff.
May 21, 2007

Sec. 32.104. DUTIES OF INSURER. (a) On the request of the
departnent, an insurer shall provide to the departnent any
information the departnment and the office of public insurance counsel
determ ne is reasonabl e or necessary to fulfill the departnent’'s and
the office of the public insurance counsel's duties under this
subchapt er

(b) An insurer shall provide in a conspicuous manner with each
residential property insurance or personal autonobile insurance
policy issued in this state notice of the Internet website required
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by this subchapter. The conm ssioner shall determ ne the form and
content of the notice.

Added by Acts 2007, 80th Leg., R S., Ch. 151 (S.B. 611), Sec. 1, eff.
May 21, 2007

SUBCHAPTER E. RULES REGARDI NG USE OF ADVI SORY COWM TTEES
Sec. 32.151. RULEMAKING AUTHORITY. (a) The conm ssioner shal
adopt rules, in conpliance with Section 39.003 of this code and
Chapter 2110, Governnent Code, regarding the purpose, structure, and
use of advisory conmttees by the comm ssioner, the state fire
mar shal , or departnent staff, including rules governing an advisory
conmittee's:
(1) purpose, role, responsibility, and goals;
(2) size and quorum requirenents;
(3) qualifications for menbership, including experience
requi renents and geographi c representation;
(4) appoi ntnent procedures;
(5) terms of service;
(6) training requirenents; and
(7) duration.
(b) An advisory commttee nust be structured and used to advise
t he conm ssioner, the state fire marshal, or departnment staff. An
advi sory conmmttee nmay not be responsible for rul emaking or
pol i cymaki ng.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
2.001, eff. Septenber 1, 2011

Sec. 32.152. PERI ODI C EVALUATI ON. The conmm ssi oner shall by
rul e establish a process by which the departnment shall periodically
eval uate an advisory conmttee to ensure its continued necessity.
The departnent may retain or develop conmttees as appropriate to
nmeet changi ng needs.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
2.001, eff. Septenber 1, 2011
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Sec. 32.153. COWPLI ANCE W TH OPEN MEETI NGS ACT. A depart nent
advi sory commttee nust conply with Chapter 551, Governnent Code.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
2.001, eff. Septenber 1, 2011

CHAPTER 33. STANDARDS OF CONDUCT
Sec. 33.001. APPLI CATI ON OF LAW RELATI NG TO ETHI CAL CONDUCT.
The comm ssioner and each enpl oyee or agent of the departnent is
subj ect to the code of ethics and the standard of conduct inposed by
Chapter 572, CGovernnment Code, and any other |aw regul ating the
et hi cal conduct of state officers and enpl oyees.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.002. | NSURANCE BUSI NESS | NTEREST; SERVI CE AS
COM SSIONER.  (a) A person is not eligible for appointnent as
conmi ssioner if the person, the person's spouse, or any other person
who resides in the same househol d as the person:

(1) is registered, certified, or licensed by the
depart nent;

(2) is enployed by or participates in the managenent of a
busi ness entity or other organization regulated by or receiving funds
fromthe departnent;

(3) owns or controls, directly or indirectly, nore than a
10 percent interest in a business entity or other organization
regul ated by or receiving funds fromthe departnent; or

(4) uses or receives a substantial amount of tangible
goods, services, or funds fromthe departnent, other than
conpensati on or reinbursenent authorized by |aw

(b) A person is not eligible for appointment as conm ssioner if
t he person:

(1) is a stockholder, director, officer, attorney, agent,
or enpl oyee of an insurance conpany, insurance agent, insurance
broker, or insurance adjuster; or

(2) is directly or indirectly interested in a business
descri bed by Subdivision (1).

(c) Subsection (b) does not apply to:
(1) a person solely because the person is insured by an
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insurer or is the beneficiary of insurance; or
(2) a person who:

(A) is appointed as a receiver, |iquidator, supervisor,
or conservator of an insurer; or
(B) is an enmployee of a receiver, |iquidator,

supervi sor, or conservator of an insurer with respect to duties under
t hat enpl oynent.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.003. I NSURANCE BUSI NESS | NTEREST; EMPLOYEE. (a) A
person who is a director, officer, attorney, agent, or enployee of an
i nsurance conpany, insurance agent, insurance broker, or insurance
adj uster may not be enployed by the departnent.

(b) A person who resides in the sanme household as a person who
is an officer, managerial enployee, or paid consultant in the
i nsurance industry may not be enployed in an exenpt salary position
as defined by the General Appropriations Act.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.004. TRADE ASSOCI ATIONS. (a) A person who is an
of ficer, enployee, or paid consultant of a trade association in the
field of insurance may not be:
(1) the comm ssioner; or
(2) an enployee of the departnent who is exenpt fromthe
state's position classification plan or is conpensated at or above
t he amount prescribed by the General Appropriations Act for step 1
sal ary group Al7, of the position classification salary schedul e.
(b) A person who is the spouse of an officer, manager, or paid
consultant of a trade association in the field of insurance nay not
be:
(1) the comm ssioner; or
(2) an enployee of the department who is exenpt fromthe
state's position classification plan or is conpensated at or above
t he amount prescribed by the General Appropriations Act for step 1
sal ary group Al7, of the position classification salary schedule.
(c) In this section, "trade association” neans a nonprofit,
cooperative, and voluntarily joined association of business or
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prof essi onal conpetitors designed to assist its nmenbers and its
i ndustry or profession in dealing with nutual business or
pr of essi onal problens and in pronoting their common interest.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.005. LOBBYING ACTIVITIES. A person may not serve as
t he conm ssioner or act as the general counsel to the conm ssioner if
the person is required to register as a | obbyi st under Chapter 305,
Gover nment Code, because of the person's activities for conpensation
on behalf of a profession related to the operation of the departnent.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.006. FORMER SERVICE. A person may not serve as the
commi ssioner if the person served as a nenber of the State Board of
| nsur ance.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 33.007. PROH Bl TED REPRESENTATION. (a) A person who
served as the conm ssioner, the general counsel to the comm ssioner,
or the public insurance counsel, or as an enployee of the State
Ofice of Adm nistrative Hearings who was involved in hearing cases
under this code, another insurance |aw of this state, or Title 5,
Labor Code, conmts an offense if the person represents another
person in a matter before the departnment or receives conpensation for
services performed on behal f of another person regarding a matter
pendi ng before the departnent during the one-year period after the
date the person ceased to be the conmm ssioner, the general counsel to
t he comm ssioner, the public insurance counsel, or an enployee of the
State O fice of Admi nistrative Hearings.

(b) A person who served as a nenber of the State Board of
| nsurance or as a staff enpl oyee of a nmenber of the State Board of
| nsurance, or who served as the comm ssioner, the general counsel to
the comm ssioner, or the public insurance counsel or as an enpl oyee
of the departnment or the State Ofice of Adm nistrative Hearings,
commits an offense if, after the person ceased to serve, the person
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represents anot her person or receives conpensation for services
performed on behal f of another person regarding a matter with which
the person was directly concerned during the person's service. For
pur poses of this subsection, a person was directly concerned with a
matter if the person had personal involvenent with the matter or if
the matter was within the scope of the person's official
responsi bility.
(c) An offense under this section is a Cass A m sdeneanor.
(d) This section does not apply to a departnment enpl oyee whose
position is elimnated as a direct result of a reduction in the
departnment' s wor kf orce.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.054, eff.
Septenber 1, 2005.

CHAPTER 34. | MMUNITY FROM LI ABI LI TY
Sec. 34.001. PERSONAL | MVUNITY. A person who is the

conmi ssi oner or an enpl oyee of the departnent is not personally
liable in a civil action for:

(1) an act perforned in good faith within the scope of that
person's authority; or

(2) damages caused by an official act or om ssion of that
person unless the act or om ssion is corrupt or nalicious.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 34.002. |IMMUNITY FOR FURNI SHI NG | NFORVATI ON RELATI NG TO
FRAUD. (a) A person is not liable in a civil action, including an
action for libel or slander, and a civil action may not be brought
agai nst the person, for furnishing information relating to suspected,
antici pated, or conpleted fraudul ent insurance acts if the
information is provided to or received from

(1) the comm ssioner or an enployee of the departnent;

(2) a law enforcenent agency of this state, of another
state, or of the United States or an enpl oyee of the agency;

(3) the National Association of Insurance Comr ssioners or
an enpl oyee of the association; or
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(4) a state or federal governnmental agency established to
detect and prevent fraudul ent insurance acts or to regulate the
busi ness of i1insurance or an enpl oyee of the agency.

(b) A person may furnish information as described in Subsection
(a) orally or in witing, including through publishing,

di ssem nating, or filing bulletins or reports.

(c) Subsection (a) does not apply to a person who acts with
mal i ce, fraudulent intent, or bad faith.

(d) A person to whom Subsection (a) applies who prevails in a
civil action arising fromthe furnishing of information as descri bed
in Subsection (a) is entitled to attorney's fees and costs if the
action was not substantially justified. |In this subsection,
"substantially justified" means there was a reasonable basis in | aw
or fact to bring the action at the tinme the action was initiated.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 34.003. |IMMUNITY FOR | NVESTI GATI ONS AND RELATED REPORTS.
(a) A person who is the conm ssioner or an enpl oyee, agent, or
desi gnee of the departnent is not liable in a civil action, including
an action for |libel or slander, because of:
(1) an investigation of a violation of this code or an
al | eged fraudul ent insurance act; or
(2) the publication or dissem nation of an official report
related to the investigation.
(b) Subsection (a) does not apply to a person who acts with
mal i ce.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 34.004. |IMVUNITY FOR USE OF ANNUAL STATEMENT | NFORMATI ON.

(a) A personis not liable in a civil action, including an action
for libel or slander, for collecting, review ng, analyzing,
di ssem nating, or reporting information collected from annual
statenments filed under Chapter 802 if the person is:

(1) the departnent, the conm ssioner, or an enpl oyee of the
depart ment ;

(2) a nenber or enployee of or delegate to the Nationa
Associ ation of Insurance Conm ssioners or an authorized commttee,
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subconmi ttee, or task force of that association; or
(3) another person who is responsible for collecting,
reviewi ng, analyzing, and dissemnating information fromfiled annual
st at enent convention bl anks.
(b) Subsection (a) does not apply to a person who acts with
mal i ce.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.001,
eff. April 1, 2009.

Sec. 34.005. EFFECT OF CHAPTER ON OTHER | MMUNITY. This chapter
does not affect or nodify any conmon | aw or statutory privilege or
i mmunity.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 35. ELECTRONI C TRANSACTI ONS
Sec. 35.001. DEFINITIONS. In this chapter:

(1) "Conduct business" includes engaging in or transacting
any business in which a regulated entity is authorized to engage or
is authorized to transact under the law of this state.

(2) "Regulated entity" means each insurer, organization,
person, or programregul ated by the departnent, including:

(A) a donestic or foreign, stock or nutual, life,
heal th, or accident insurance conpany;

(B) a donestic or foreign, stock or mutual, fire or
casual ty insurance conpany;

(© a Mexican casualty conpany;

(D) a donestic or foreign Lloyd s plan;

(E) a donestic or foreign reciprocal or interinsurance
exchange;

(F) a donestic or foreign fraternal benefit society;

(G a donestic or foreign title insurance conpany;

(H) a stipul ated prem um conpany;

(1) a nonprofit |legal service corporation;
(J) a health maintenance organi zati on;

(K) a statew de nutual assessnent conpany;
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(L) a local mutual aid association;

(M a local nmutual burial association;

(N) an associ ation exenpt under Section 887.102;

(O a nonprofit hospital, nedical, or dental service
corporation, including a conpany subject to Chapter 842;

(P) a county nutual insurance conpany;

(Q a farmnmutual insurance conpany; and

(R) an agency or agent of an insurer, organization,
person, or program described by this subdivision.

(3) "Deliver by electronic nmeans" neans:

(A) deliver to an e-mail address at which a party has
consented to receive notices, docunents, or information; or

(B) post on an electronic network or Internet website
accessi ble by an electronic device, including a conputer, nobile
device, or tablet, and deliver notice of the posting to an e-mail
address at which the party has consented to receive noti ces.

(4) "Party" means a recipient, including an applicant,

i nsured, policyholder, enrollee, or annuity contract holder, of a
notice or docunent or of information required as part of an insurance
transacti on.

(4-a) "Plan sponsor” neans a person, other than a regul ated
entity, who establishes, adopts, or nmaintains a health benefit plan,
including a vision or dental benefit plan, that covers residents of
this state, including a plan established, adopted, or naintained by
an enployer or jointly by an enpl oyer and one or nore enpl oyee
organi zations, an association, a commttee, a joint board of
trustees, or any simlar group of representatives who establish,
adopt, or nmamintain a plan.

(5) "Witten conmunication” neans a notice or docunent or
other information provided in witing.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
6. 001, eff. Septenmber 1, 2011
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 602 (S.B. 1074), Sec. 1, eff.
Septenber 1, 2013.

Acts 2017, 85th Leg., RS., Ch. 967 (S.B. 2065), Sec. 5.001, eff.
Sept enber 1, 2017.

Acts 2021, 87th Leg., RS., Ch. 976 (S.B. 2124), Sec. 1, eff.
Septenber 1, 2021.
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Sec. 35.002. CONSTRUCTION WTH OTHER LAW (a) Notw thstandi ng
any other provision of this code, a regulated entity may conduct
busi ness el ectronically in accordance with this chapter and the rules
adopt ed under Section 35.004.

(b) To the extent of any conflict between another provision of
this code and a provision of this chapter, the provision of this
chapter controls.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
6. 001, eff. Septenmber 1, 2011

Sec. 35.003. ELECTRONI C TRANSACTI ONS AUTHORI ZED. (a) Subj ect
to Section 35.004, a regulated entity nmay conduct business
el ectronically to the sanme extent that the entity is authorized to
conduct busi ness otherwise if before the conduct of business:
(1) each party to the business agrees to conduct the
busi ness el ectronically; or
(2) each other party to the business has been given notice
by the entity that the business will be conducted electronically and
has not requested that the business be conducted in nonel ectronic
form
(b) If aregulated entity provides notice under Subsection
(a)(2) and the other party does not opt out of conducting business
el ectronically, the other party is considered to have agreed to
conduct business electronically for the purposes of Chapter 322,
Busi ness & Conmerce Code.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
6.001, eff. Septenber 1, 2011
Amended by:

Acts 2023, 88th Leg., RS., Ch. 309 (H B. 1040), Sec. 1, eff.
Septenber 1, 2028.

Sec. 35.004. M NI MUM STANDARDS FOR REGULATED ENTI TI ES
ELECTRONI CALLY CONDUCTI NG BUSI NESS W TH CONSUMERS. (a) Subject to
Subsection (c), a notice to a party or other witten comunication
with a party required in an insurance transaction or that is to serve
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as evidence of insurance coverage nay be delivered, stored, and
presented by electronic nmeans only if the delivery, storage, or
presentnent conplies with Chapter 322, Business & Commerce Code.

(b) Delivery of a witten conmunication in conpliance with this
section is equivalent to any delivery nmethod required by |aw,
including delivery by first class mail, first class mail, postage
prepaid, or certified mail.

(c) A witten communication nmay be delivered by el ectronic
means to a party by a regulated entity under this section if:

(1) the party:

(A) affirmatively consented to delivery by electronic
means and has not w thdrawn the consent; or

(B) if affirmative consent is not sought, has not
requested that witten communication be delivered to the party in
paper or another nonelectronic forminstead of by el ectronic neans;

(2) the party, before giving consent or receiving witten
communi cation by electronic neans, is provided with a clear and
conspi cuous statenent informng the party of:

(A) any right or option the party may have for the
witten communi cation to be provided or made avail able in paper or
anot her nonel ectronic form

(B) the right of the party to withdraw consent under
this section or to request witten comruni cation be delivered to the
party in nonelectronic form if the party's affirmative consent is
not sought, and any conditions or consequences inposed if consent is
wi t hdrawn or delivery in nonelectronic formis requested;

(© whether the party's consent to delivery by
el ectronic nmeans or the party's request or the absence of the party's
request for delivery in nonelectronic form applies:

(1) only to a specific transaction for which the
written comuni cation nust be given; or

(i) toidentified categories of witten
communi cations that may be delivered during the course of the
rel ati onship between the party and the regul ated entity;

(D) the neans by which a party may obtain a paper copy
of a witten comrunication delivered by el ectronic neans; and

(E) the procedure a party nust followto:

(i) wthdraw consent under this section or to
ot herwi se request delivery of witten conmmunication in nonel ectronic
form as applicable; and
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(ii) update information needed for the regul ated
entity to contact the party electronically; and
(3) the party:

(A) before giving consent or receiving witten
comuni cation by electronic neans, is provided with a statenent
identifying the hardware and software requirenents for the party's
access to and retention of a witten comruni cation delivered by
el ectroni ¢ neans; and

(B) if affirmative consent is sought, consents
el ectronically or confirnms consent electronically in a manner that
reasonably denonstrates that the party can access a witten
communi cation in the electronic formused to deliver the
conmuni cati on

(d) After consent of the party is given or the opportunity to
request delivery of witten comunication in nonelectronic formis
given, as applicable, in the event a change in the hardware or
software requirenents to access or retain a witten comrunication
delivered by electronic nmeans creates a material risk that the party
may not be able to access or retain a subsequent witten
comuni cation to which the consent applies, the regulated entity
shal | :

(1) provide the party with a statenent:

(A) identifying the revised hardware and software
requirenents for access to and retention of a witten comrunication
del i vered by el ectronic nmeans; and

(B) disclosing the right of the party to w thdraw
consent or to otherw se request delivery in nonelectronic form as
applicable, without the inposition of any condition or consequence
t hat was not di scl osed under Subsection (c)(2)(B); and

(2) conply with Subsection (c)(3).

(e) This section does not affect requirenments for content or
timng of any required witten comunicati on.

(f) If a witten comrunication provided to a party expressly
requires verification or acknow edgnent of receipt, the witten
comuni cation nmay be delivered by electronic neans only if the nethod
used provides for verification or acknow edgnent of receipt.

(g) The legal effectiveness, validity, or enforceability of any
contract or policy of insurance executed by a party may not be denied
solely due to the failure to obtain electronic consent or
confirmation of consent of the party in accordance with Subsection
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(c)(3)(B).

(h) A wthdrawal of consent by a party does not affect the
| egal effectiveness, validity, or enforceability of a witten
comuni cation delivered by electronic neans to the party before the
wi t hdrawal of consent is effective. A wthdrawal of consent is
effective within a reasonable period of time after the date of the
recei pt by the regulated entity of the withdrawal. Failure by a
regul ated entity to conply with Subsection (d) may be treated by the
party as a withdrawal of consent.

(1) If the consent of a party to receive a witten
comuni cation by electronic neans is on file with a regulated entity
before Septenber 1, 2013, and if the entity intends to deliver to the
party witten comruni cations under this section, then before the
entity may deliver by electronic nmeans additional witten
communi cations, the entity nust notify the party of:

(1) the witten communications that may be delivered by
el ectronic neans that were not previously delivered by electronic
means; and

(2) the party's right to withdraw consent to have witten
communi cations delivered by el ectronic neans.

(j) Except as otherw se provided by |law, an oral conmunication
or a recording of an oral comrunication nmay not qualify as a witten
conmuni cation delivered by el ectronic neans for purposes of this
chapter.

(k) If a signature on a witten comunication is required by
|aw to be notarized, acknow edged, verified, or nmade under oath, the
requirenent is satisfied if the electronic signature of the notary
public or other authorized person and the other required information
are attached to or logically associated with the signature or witten
conmuni cati on

(1) A notice of the cancellation or termnation of a policy to
whi ch this section applies nust be:

(1) a witten communication; and

(2) delivered to a party:

(A) Dby electronic neans; and
(B) in paper or another nonelectronic form

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
6. 001, eff. Septenmber 1, 2011
Amended by:
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Acts 2013, 83rd Leg., RS., Ch. 602 (S.B. 1074), Sec. 2, eff.
Septenber 1, 2013.

Acts 2023, 88th Leg., RS., Ch. 309 (H B. 1040), Sec. 2, eff.
Sept enber 1, 2023.

Sec. 35.0041. CONSENT TO ELECTRONI C DELI VERY BY PLAN SPONSCOR

(a) The plan sponsor of a health benefit plan, including a vision or
dental benefit plan, may, on behalf of a party enrolled in the plan,
gi ve consent under Section 35.004(c)(1)(A).
(b) Before consenting on behalf of a party, a plan sponsor
must :

(1) provide the party with the statenments required by
Sections 35.004(c)(2) and (c)(3)(A);

(2) confirmthat the party routinely uses electronic
comuni cations during the normal course of enploynent; and

(3) provide the party an opportunity to opt out of delivery
by el ectroni c neans.

Added by Acts 2021, 87th Leg., R S., Ch. 976 (S.B. 2124), Sec. 2, eff.
Septenber 1, 2021.
Amended by:

Acts 2023, 88th Leg., R 'S., Ch. 309 (H B. 1040), Sec. 3, eff.
Septenber 1, 2023.

Sec. 35.0045. RULES. The conm ssioner shall adopt rules
necessary to inplenent and enforce this chapter.

Added by Acts 2013, 83rd Leg., R S., Ch. 602 (S.B. 1074), Sec. 2, eff.
Septenber 1, 2013.

Sec. 35.005. EXEMPTI ON FROM CERTAI N FEDERAL LAWS. This chapter
nmodifies, limts, or supersedes the provisions of the federal
El ectronic Signatures in d obal and National Comerce Act (15 U S.C
Section 7001 et seq.) as authorized by Section 102 of that Act (15
U S.C. Section 7002).

Added by Acts 2013, 83rd Leg., R S., Ch. 602 (S.B. 1074), Sec. 3, eff.
Septenber 1, 2013.
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CHAPTER 36. DEPARTMENT RULES AND PROCEDURES
SUBCHAPTER A. RULES

Sec. 36.001. GENERAL RULEMAKI NG AUTHORI TY. (a) The
commi ssi oner nmay adopt any rul es necessary and appropriate to
i npl enent the powers and duties of the departnent under this code and
other laws of this state.

(b) Rules adopted under this section nust have general and
uni form application.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 206, Sec. 15.01, eff. June 11,
2003.

Sec. 36.002. ADD Tl ONAL RULEMAKI NG AUTHORI TY. The comm ssi oner
may adopt reasonable rules that are:
(1) necessary to effect the purposes of a provision of:
(A) Subchapter B, Chapter 5;
(B) Subchapter C, Chapter 1806;
(© Subchapter A, Chapter 2301;
(D) Chapter 251, as that chapter relates to casualty
i nsurance and fidelity, guaranty, and surety bond insurance;
(E) Chapter 253;
(F) Chapter 2008, 2251, or 2252; or
(G Subtitle B, Title 10; or
(2) appropriate to acconplish the purposes of a provision
of :
(A) Section 37.051(a), 403.002, 501.159, 941.003(b) (1)
or (c), or 942.003(b)(1) or (c);
(B) Subchapter H, Chapter 544;
(C Chapter 251, as that chapter relates to:
(1) autonobile insurance;
(1i) casualty insurance and fidelity, guaranty, and
surety bond insurance;
(tit) fire insurance and allied |ines;
(iv) workers' conpensation insurance; or
(v) aircraft insurance;
(D) Chapter 5, 252, 253, 254, 255, 256, 426, 493, 494,
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1804, 1805, 1806, 2171, 6001, 6002, or 6003;
(E) Subtitle B, C, DL  E, F, H or I, Title 10;
(F) Section 417.008, Governnent Code; or
(G Chapter 2154, Cccupations Code.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 11, eff.
April 1, 2007.
Amended by:

Acts 2007, 80th Leg., R S.,
eff. April 1, 2009.

Acts 2007, 80th Leg., R S
eff. Septenber 1, 2007.

Acts 2007, 80th Leg., R S.,
ef f. Septenber 1, 2007.

Acts 2017, 85th Leg., R S.,
Septenber 1, 2017.

730 (H.B. 2636), Sec. 2B.002,
730 (H.B. 2636), Sec. 3B.0591(d),

921 (H.B. 3167), Sec. 9.0591(d),

& g2 8 8

594 (S.B. 1070), Sec. 3.01, eff.

Sec. 36.003. RULES RESTRI CTI NG ADVERTI SI NG OR COMPETI TI VE
Bl DDI NG  The comm ssioner may not adopt rules restricting
advertising or conpetitive bidding by a person regul ated by the
departnment except to prohibit false, msleading, or deceptive
practices by the person.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.004. COWVPLI ANCE W TH NATI ONAL ASSOCI ATI ON OF | NSURANCE
COW SSI ONERS REQUI REMENTS; RULES. (a) Except as provided by
Subsection (c) and Section 36.005, the departnment may not require an
insurer to conply with a rule, regulation, directive, or standard
adopt ed by the National Association of |Insurance Conm ssioners,
including a rule, regulation, directive, or standard relating to
policy reserves, unless application of the rule, regul ation,
directive, or standard is expressly authorized by statute.

(b) For purposes of Subsection (a), a version of a rule,
regul ation, directive, or standard is expressly authorized by statute
if:

(1) the statute explicitly authorizes the comm ssioner to
adopt rules consistent with the rule, regulation, directive, or
standard; or
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(2) that version is the |atest version of the rule,
regul ation, directive, or standard on the date that the statute was
enact ed.

(c) The conm ssioner nmay adopt a rule to require conpliance
with a rule, regulation, directive, or standard adopted by the
Nati onal Associ ation of |nsurance Conmm ssioners if:

(1) the conm ssioner finds the rule is technical or
nonsubstantive in nature or necessary to preserve the departnent's
accreditation; and

(2) before the adoption of the rule, the conm ssioner
provi des the standing commttees of the senate and house of
representatives with primary jurisdiction over the department with
witten notice of the conm ssioner's intent to adopt the rule.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 206, Sec. 15.02, eff. June 11,
2003.
Amended by:

Acts 2017, 85th Leg., RS., Ch. 752 (S.B. 1450), Sec. 1, eff.
Sept enber 1, 2017.

Sec. 36.005. |INTERIM RULES TO COVPLY W TH FEDERAL REQUI REMENTS
(a) The conm ssioner nay adopt rules to inplenent state
responsibility in conpliance with a federal |aw or regulation or
action of a federal court relating to a person or activity under the
jurisdiction of the departnent if:
(1) federal law or regulation, or an action of a federal
court, requires:
(A) a state to adopt the rules; or
(B) action by a state to ensure protection of the
citizens of the state;
(2) the rules wll avoid federal preenption of state
i nsurance regul ation; or
(3) the rules will prevent the |loss of federal funds to
this state.
(b) The comm ssioner may adopt a rule under this section only
if the federal action requiring the adoption of a rule occurs or
t akes effect between sessions of the |legislature or at such tine
during a session of the legislature that sufficient tinme does not
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remain to permt the preparation of a reconmendation for |egislative
action or permt the legislature to act. A rule adopted under this
section shall remain in effect only until 30 days follow ng the end
of the next session of the legislature unless a law is enacted that
aut hori zes the subject matter of the rule. If alawis enacted that
aut hori zes the subject matter of the rule, the rule will continue in
ef fect.

Added by Acts 2003, 78th Leg., ch. 206, Sec. 15.03, eff. June 11
2003.

Sec. 36.007. RULES RELATI NG TO AGREEMENTS LI M TI NG STATE
AUTHORI TY TO REGULATE | NSURANCE PROCHI Bl TED; EFFECT OF AGREEMENT. (a)
The conm ssioner may not adopt or enforce a rule that inplenents an
interstate, national, or international agreenment that:

(1) infringes on the authority of this state to regulate
t he busi ness of insurance in this state; and
(2) was not approved by the |egislature.

(b) An agreenent described by Subsection (a) has no effect on
the authority of this state to regulate the business of insurance in
this state unless the agreenent is approved by the | egislature.

Added by Acts 2017, 85th Leg., R S., Ch. 752 (S.B. 1450), Sec. 2, eff.
Septenber 1, 2017.

SUBCHAPTER B. DEPARTMENT PROCEDURES
Sec. 36.101. APPLICABILITY OF CERTAIN LAWS. Except as
specifically provided by |aw, the departnment is subject to Chapters
2001 and 2002, CGovernment Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.102. SUMVARY PROCEDURES FOR ROUTI NE MATTERS. (a) The
commi ssi oner by rule may:
(1) ~create a sunmary procedure for routine matters; and
(2) designate departnent activities that otherw se would be
subj ect to Chapter 2001, Governnment Code, as routine matters to be
handl ed under the sunmary procedure.
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(b) An activity may be designhated as a routine matter only if

the activity is:

(1) vol um nous;

(2) repetitive;

(3) believed to be noncontroversial; and

(4) of limted interest to anyone other than persons
i medi ately involved in or affected by the proposed depart nent
action.

(c) The rules may establish procedures different fromthose
contai ned in Chapter 2001, Government Code. The procedures nust
require, for each party directly involved, notice of a proposed
negative action not later than the fifth day before the date the
action is proposed to be taken.

(d) The rules may provide for the del egation of authority to
take action on a routine matter to a salaried enpl oyee of the
depart ment designated by the comm ssi oner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.103. REVIEWOF ACTION ON ROUTI NE MATTER. (a) A person
directly or indirectly affected by an action of the comm ssioner or
the departnent on a routine matter taken under the summary procedure
adopt ed under Section 36.102 is entitled to a review of the action
under Chapter 2001, Governnment Code.

(b) The person nust apply to the conmm ssioner not |ater than
the 60th day after the date of the action to be entitled to the
revi ew.

(c) The timely filing of the application for review imredi ately
stays the action pending a hearing on the nerits.

(d) The comm ssioner nmay adopt rules relating to an application
for review under this section and consideration of the application.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.104. | NFORMAL DI SPOSI TI ON OF CERTAI N CONTESTED CASES.
(a) The comm ssioner may, on witten agreenent or stipulation of
each party and any intervenor, informally di spose of a contested case
in accordance with Section 2001. 056, CGovernnment Code, notw t hstanding
any provision of this code that requires a hearing before the
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conmmi ssi oner .
(b) This section does not apply to a contested case under Title
5, Labor Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.055, eff.
Sept enber 1, 2005.

Sec. 36.105. NEWSPAPER PUBLI CATI ON. Except as ot herw se
provided by law, a notice or other matter that this code requires to
be published nust be published for three successive weeks in two
newspapers that:

(1) are printed in this state; and
(2) bhave a general circulation in this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.106. WAIVER OF CERTAI N NOTI CE REQUI REMENTS. The
conmmi ssi oner may, on witten agreenent or stipulation of each party
and any intervenor, waive or nodify the notice publication
requi renent of Section 822.059, 822.157, 841.060, or 884. 058.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.003,
eff. April 1, 2009.

Sec. 36.107. ACCEPTANCE OF ACTUARI AL OPI NI ON. An opinion of an
actuary requested by the comm ssioner under this code, another
insurance law of this state, or a rule of the comm ssioner is
presuned to be accurate and valid, and the departnent shall accept
t he opinion unless controverted. The departnent may enploy, at the
department's expense, another actuary to provide an alternative
opi ni on.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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Sec. 36.108. FILI NG DATE OF REPORT, FI NANCI AL STATEMENT, OR
PAYMENT DELI VERED BY POSTAL SERVI CE. Except as ot herw se
specifically provided, for a report, financial statenent, or paynent
that is required to be filed or nade in the offices of the
conmi ssioner and that is delivered by the United States Postal
Service to the offices of the conm ssioner after the date on which
the report, financial statenment, or paynent is required to be filed
or made, the date of filing or paynent is the date of:

(1) the postal service postmark stanped on the cover in
whi ch the report, financial statenent, or paynment is mailed; or

(2) any other evidence of mailing authorized by the postal
service reflected on the cover in which the report, financial
statenent, or paynent is nail ed.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 10, eff. April 1, 2005.

Sec. 36.109. RENEWAL EXTENSI ON FOR CERTAI N PERSONS PERFORM NG
M LI TARY SERVICE. (a) The departnment may extend the renewal period
for a license, permt, certificate of authority, certificate of
regi stration, or other authorization issued by the departnent to
engage in an activity regul ated under this code or other insurance
|aws of this state for a person who is unable in a tinely manner to
conmply with renewal requirenents, including any applicable continuing
educati on requi renents, because the person was on active duty in a
conbat theater of operations in the United States arnmed forces.

(b) A person nust submt a witten application for an extension
under this section to the departnent.

(c) The departnent shall exenpt a person who receives an
extensi on under this section fromany increased fee or other penalty
otherwi se inposed for failure to renewin a tinely manner.

(d) The conm ssioner nmay adopt rules as necessary to inplenent
this section.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 11, eff. April 1, 2005.

Sec. 36.110. NEGOTI ATED RULEMAKI NG AND ALTERNATI VE DI SPUTE
RESCLUTI ON PCLI CY. (a) The conmi ssioner shall devel op and i npl enent
a policy to encourage the use of:

(1) negotiated rul emaki ng procedures under Chapter 2008,
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Gover nment Code, for the adoption of departnent rules; and
(2) appropriate alternative dispute resolution procedures
under Chapter 2009, CGovernnment Code, to assist in the resolution of
internal and external disputes under the departnent's jurisdiction
(b) The department's procedures relating to alternative dispute
resolution nmust conform to the extent possible, to any nodel
gui delines issued by the State Ofice of Adm nistrative Hearings for
the use of alternative dispute resolution by state agenci es.
(c) The comm ssioner shall:
(1) coordinate the inplenentation of the policy adopted
under Subsection (a);
(2) provide training as needed to inplenent the procedures
for negotiated rul enaking or alternative dispute resolution; and
(3) collect data concerning the effectiveness of those
pr ocedur es.

Added by Acts 2011, 82nd Leg., R S., Ch. 1147 (H B. 1951), Sec.
1.003, eff. Septenmber 1, 2011

SUBCHAPTER C. GENERAL SUBPCENA POVERS; W TNESSES AND PRODUCTI ON OF
RECORDS
Sec. 36.151. DEFINITION. In this subchapter, "records"
i ncl udes books, accounts, docunents, papers, correspondence, and
ot her material .

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.152. SUBPOENA AUTHORITY. (a) Wth respect to a matter
t hat the comm ssioner has authority to consider or investigate, the
comm ssioner may iIssue a subpoena applicable throughout the state
t hat requires:

(1) the attendance and testinony of a wi tness; and
(2) the production of records.

(b) In connection with a subpoena, the conm ssioner nay require
attendance and production of records before the comm ssioner or the
conmi ssi oner' s desi gnee:

(1) at the departnent's offices in Austin; or
(2) at another place designated by the conm ssioner.
(c) In connection with a subpoena, the comm ssioner or the
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commi ssi oner's designee may adm ni ster an oath, exam ne a W tness, or
recei ve evidence.

(d) The comm ssioner nust personally sign and issue the
subpoena.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 1276, Sec. 10A 001, eff. Sept.
1, 2003.

Sec. 36.153. SERVICE OF SUBPOENA. (a) A subpoena issued by
t he conm ssioner nmay be served, at the discretion of the
conmmi ssioner, by the conm ssioner, an authorized agent of the
commi ssioner, a sheriff, or a constable.

(b) The sheriff's or constable's fee for serving the subpoena
is the sane as the fee paid to the sheriff or constable for simlar
servi ces.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.154. ENFORCEMENT OF SUBPCENA. (a) On application of
the comm ssioner in the case of disobedi ence of a subpoena or the
contunacy of a person, a district court may issue an order requiring
a person subpoenaed to obey the subpoena, to give evidence, or to
produce records if the person has refused to do so.

(b) A court may punish as contenpt the failure to obey a court
order under Subsection (a).

(c) If the court orders conpliance with the subpoena or finds
the person in contenpt for failure to obey the order, the
conmi ssioner, or the attorney general when representing the
departnent, may recover reasonable costs and fees, including
attorney's fees and investigative costs incurred in the proceedi ngs.

(d) An application under Subsection (a) nust be nade in a
district court in Travis County or in the county in which the
subpoena i s served.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.155. COVPENSATI ON FOR ATTENDANCE. A person required by
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subpoena to attend a proceedi ng before the conm ssioner or the
conmi ssioner's designee is entitled to:

(1) reinbursenent for mleage in the sane anount for each
mle as the m|eage travel allowance for a state enpl oyee for
traveling to or fromthe place where the person's attendance is
required, if the place is nore than 25 mles fromthe person's place
of residence; and

(2) a fee for each day or part of a day the person is
required to be present as a wtness that is equal to the greater of:

(A $10; or
(B) a state enployee's per diemtravel allowance.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.156. QUT- OF- STATE MATERI ALS. (a) A person with
materials located outside this state that are requested by the
conmi ssioner may make the materials avail able for exam nation at the
pl ace where the materials are | ocated.

(b) The conm ssioner nay designate a representative, including
an official of the state in which the materials are |located, to
exam ne the material s.

(c) The conm ssioner nay respond to a simlar request from an
official of another state or of the United States.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.157. USE AS EVIDENCE IN CERTAIN CASES. (a) This
section applies to testinony or records resulting in a case involving
an allegation of engaging in the business of insurance w thout a
i cense.

(b) On certification by the conm ssioner under official seal,
testinmony taken or records produced under this subchapter or acquired
in response to a request for information under Section 101.104 and
hel d by the departnent are adnmissible in evidence in a case w thout:

(1) prior proof of correctness; and

(2) proof, other than the certificate of the comm ssioner,
that the testinony or records were received fromthe person
testifying or producing the records.

(c) The certified records, or certified copies of the records,
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are prima facie evidence of the facts disclosed by the records.

(d) This section does not |limt any other provision of this
subchapter or any |law that makes provision for the adm ssion or
evidentiary val ue of certain evidence.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., R S., Ch. 60 (S.B. 1809), Sec. 1, eff.
Septenber 1, 2021.

Sec. 36.158. ACCESS TO I NFORVATION. (a) A record or other
evi dence acquired under a subpoena under this subchapter or in
response to a request for information under Section 101.104 is not a
public record for the period the comm ssioner considers reasonably
necessary to:
(1) conplete the investigation;
(2) protect the person being investigated from unwarranted
injury; or
(3) serve the public interest.
(b) The record or other evidence is not subject to a subpoena,
other than a grand jury subpoena, until:
(1) the record or other evidence is released for public
i nspection by the conmm ssioner; or
(2) after notice and a hearing, a district court determ nes
t hat obeyi ng the subpoena woul d not jeopardize the public interest
and any investigation by the comm ssioner.
(c) Except for good cause, a district court order under
Subsection (b) may not apply to:
(1) a record or conmmunication received from anot her | aw
enforcement or regul atory agency; or
(2) the internal notes, nenoranda, reports, or
conmuni cations made in connection with a matter that the comm ssioner
has the authority to consider or investigate.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 2, eff.
Sept enber 1, 2021.
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Sec. 36.159. PRI VILEGED AND CONFI DENTI AL RECORDS AND
| NFORMATI ON; PROTECTI VE ORDERS. (a) A record subpoenaed and
produced under this subchapter that is otherw se privileged or
confidential by law remains privileged or confidential until admtted
into evidence in an adm nistrative hearing or a court.

(b) The comm ssioner may issue a protective order relating to
the confidentiality or privilege of a record described by Subsection
(a) to restrict the use or distribution of the record:

(1) by a person; or
(2) in a proceeding other than a proceedi ng before the
conmi ssi oner .

(c) Specific information relating to a particular policy or
claimis privileged and confidential while in the possession of an
i nsurance conpany, organi zation, association, or other entity hol ding
a certificate of authority fromthe departnment and may not be
di scl osed by the entity to another person, except as specifically
provi ded by | aw

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.160. COOPERATI ON W TH LAW ENFORCEMENT. On request, the
commi ssioner may furnish records or other evidence obtai ned by
subpoena to:

(1) a law enforcenent agency of this state, another state,
or the United States; or

(2) a prosecuting attorney of a nmunicipality, county, or
judicial district of this state, another state, or the United States.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.161. CERTAI N SUBPCENAS | SSUED TO FI NANCI AL
| NSTI TUTI ONS. A subpoena issued to a bank or other financial
institution as part of a crimnal investigation is not subject to
Section 30.007, Cvil Practice and Renedi es Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.162. EFFECT ON CONTESTED CASE. Sections 36. 152,
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36. 156, 36.158, 36.160, and 36.161 do not affect the conduct of a
contested case under Chapter 2001, CGovernnent Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER D. JUDI Cl AL REVI EW
Sec. 36.201. ACTION SUBJECT TO JUDI Cl AL REVIEW An action of
t he conm ssioner subject to judicial review under this subchapter
i ncludes a decision, order, rate, rule, form or admnistrative or
ot her ruling of the comm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.2015. ACTIONS UNDER TI TLE 5, LABOR CODE.
Not wi t hst andi ng Section 36.201, a decision, order, form or
adm ni strative or other rule of the conm ssioner of workers
conpensation under Title 5, Labor Code, or a rule adopted by the
comm ssioner of insurance under Title 5, Labor Code, is subject to
judicial review as provided by Title 5, Labor Code.

Added by Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.056, eff.
Septenber 1, 2005.

Sec. 36.202. PETITION FOR JUDICIAL REVIEW (a) After failing
to get relief fromthe comm ssioner, any insurance conpany or other
party at interest who is dissatisfied with an action of the
conm ssioner may file a petition for judicial review against the
comi ssi oner as defendant.

(b) The petition nust state the particular objection to the
action and may be filed only in a district court in Travis County.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.203. JUDICIAL REVIEW Judicial review of the action is
under the substantial evidence rule and shall be conducted under
Chapt er 2001, CGovernnent Code.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.204. ACTION NOT VACATED. (a) The filing of a petition
for judicial review of an action under this subchapter does not
vacate the action.

(b) After notice and hearing, the court may vacate the action
if the court finds it would serve the interest of justice to do so.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 36.205. APPEAL. (a) A party to the action under Section
36. 202 may appeal to an appellate court that has jurisdiction, and
the appeal is at once returnable to that court.

(b) An appeal under this section has precedence in the
appel l ate court over any cause of a different character pending in
t he court.

(c) The comm ssioner is not required to give an appeal bond in
an appeal arising under this subchapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER E. | NVESTI GATI ON FI LES
Sec. 36.251. DEFINITION. In this subchapter, "investigation

file" means any information collected, assenbled, or maintained by or
on behalf of the departnent with respect to an investigation
conducted under this code or other law. The term does not include
information or material acquired by the departnment that is:

(1) relevant to an investigation by the insurance fraud
unit; and

(2) subject to Section 701.151.

Added by Acts 2009, 81st Leg., R S., Ch. 1039 (H B. 4461), Sec. 1
eff. June 19, 2009.

Sec. 36.252. | NVESTI GATI ON FI LES CONFI DENTI AL. (a)
Information or material acquired by the departnent that is rel evant
to an investigation is not a public record for the period that the
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department determines is relevant to further or conplete an
i nvestigation.

(b) Investigation files are not open records for purposes of
Chapter 552, Government Code, except as specified herein.

Added by Acts 2009, 81st Leg., R S., Ch. 1039 (H B. 4461), Sec. 1
eff. June 19, 2009.

Sec. 36.253. DI SCLOSURE OF CERTAI N I NFORVATI ON NOT REQUI RED.
The departnent is not required to disclose under this subchapter:
(1) information that is:
(A) an attorney-client comuni cation; or
(B) an attorney work product; or
(2) other information protected by a recognized privil ege,
a statute, an admnistrative rule, the Texas Rules of G vil
Procedure, or the Texas Rul es of Evidence.

Added by Acts 2009, 81st Leg., R S., Ch. 1039 (H B. 4461), Sec. 1
eff. June 19, 2009.

CHAPTER 37. RATEMAKI NG AND POLI CY FORM PROCEEDI NGS
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 37.001. CERTAI N PROCEEDI NGS RELATI NG TO RATEMAKI NG AND
PCLI CY FORMS; RULES. (a) The comm ssioner shall adopt rul es
governi ng proceedi ngs necessary to approve or pronul gate rates,
policy forms, or policy formendorsenents under this code or another
i nsurance |law of this state.

(b) The conm ssioner shall conduct the proceedings in
accordance with the rul es adopted under this section.

(c) Rules adopted under this section nmust conply with this code
and any other insurance |law of this state and nust be adopted in
accordance with Chapter 2001, Governnent Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. CERTAI N PROCEEDI NGS RELATI NG TO RATES
Sec. 37.051. STREAM.I NED PROCEDURES. (a) The departnment shal
study and the conm ssioner nay adopt and inpl enent procedures for
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streanl i ning i nsurance rate proceedi ngs under this code or another
insurance law of this state. The procedures nust ensure due process
to each affected party.

(b) The conm ssioner shall consider this section in adopting
rul es under Section 37.001.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 37.052. ROLE OF DEPARTMENT. (a) The application of this
section is subject to Chapter 40.

(b) The conm ssioner may designate the general counsel or an
assi stant general counsel to serve as a hearings officer in a
proceedi ng in which insurance rates are set or in a prehearing
proceedi ng. The comm ssioner nust nmeke the final decision relating
to the rates to be set.

(c) The department shall provide evidence in proceedi ngs before
t he comm ssioner or the designated hearings officer that pronotes the
adoption of fair and reasonable rates for underserved areas to
pronote access to full insurance coverage for those areas.

(d) The departnment nay appear as a matter of right as a party,
present evidence, or question a witness in a proceeding before the
commi ssi oner or the designated hearings officer in which insurance
rates are set under this code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1071, Sec. 6, eff. Sept. 1
2001.

Sec. 37.053. EFFECTI VENESS OF RATE DURI NG APPEAL. (a) An
order of the comm ssioner that determ nes, approves, or sets a rate
under this code and that is appealed remains in effect during the
pendency of the appeal. An insurer shall use the rate provided in
the order while the appeal is pending.

(b) The rate is lawful and valid during the appeal, and an
insurer may not be required to make any refund fromthat rate after a
deci sion on the appeal is rendered.

(c) |If the order is vacated on appeal, the rate established by
t he conmm ssioner before the vacated order was rendered remains in
effect fromthe date of remand until the conm ssioner nmakes a further

Statute text rendered on: 6/10/2025 - 44 -



I NSURANCE CODE

determ nation. The comm ssioner shall consider the court's order in
setting a future rate.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 12, eff. April 1, 2005.

CHAPTER 38. DATA COLLECTI ON AND REPORTS
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 38.001. INQURIES. (a) In this section, "authorization"
means a permt, certificate of registration, or other authorization
i ssued or existing under this code.

(b) The departnment nmay address a reasonable inquiry to any
i nsurance conpany, including a Lloyd' s plan or reciprocal or
i nterinsurance exchange, or an agent or other hol der of an
aut hori zation relating to:

(1) the person's business condition; or

(2) any nmatter connected with the person's transactions
t hat the departnent considers necessary for the public good or for
t he proper discharge of the departnent’'s duties.

(c) A person receiving an inquiry under Subsection (b) shal
respond to the inquiry in witing not |ater than the 15th day after
the date the inquiry is received. |If the departnment receives witten
notice fromthe person that additional time is required to respond to
the inquiry, the departnment shall grant a 10-day extension of the
time to respond to the inquiry.

(d) A response nade under this section that is otherw se
privileged or confidential by |aw remains privileged or confidenti al
until introduced into evidence at an admnistrative hearing or in a
court.

(e) The departnent shall maintain a record of all inquiries
made by the departnent under this section.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 1295 (H B. 2614), Sec. 1, eff.
Sept enber 1, 2005.

Acts 2013, 83rd Leg., RS., Ch. 398 (S.B. 183), Sec. 1, eff.
Septenber 1, 2013.

Sec. 38.002. UNDERWRI TI NG GUI DELI NES FOR PERSONAL AUTOMOBI LE
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AND RESI DENTI AL PROPERTY | NSURANCE; FILING  CONFI DENTI ALITY. (a)
In this section:
(1) "lInsurer" means an insurance conpany, reciprocal or
i nterinsurance exchange, nutual insurance conpany, capital stock
conpany, county nutual insurance conpany, Lloyd' s plan, or other
| egal entity engaged in the business of personal autonobile insurance
or residential property insurance in this state. The term i ncl udes:
(A) an affiliate as described by Section 823.003(a) if
that affiliate is authorized to wite and is witing personal
aut onobi | e i nsurance or residential property insurance in this state;
(B) the Texas Wndstorm I nsurance Association created
and operat ed under Chapter 2210;
(C© the FAIR Plan Association under Chapter 2211; and
(D) the Texas Autonmpbile Insurance Plan Associ ation
under Chapter 2151.
(2) "Personal autonobile insurance"” means notor vehicle
i nsurance coverage for the ownership, naintenance, or use of a
private passenger, utility, or m scellaneous type notor vehicle,
i ncluding a notor hone, nobile honme, trailer, or recreational
vehicle, that is:
(A) owned or |eased by an individual or individuals;
and
(B) not primarily used for the delivery of goods,
materials, or services, other than for use in farmor ranch
oper at i ons.
(3) "Residential property insurance" neans insurance
coverage against loss to residential real property at a fixed
| ocation or tangi ble personal property provided in a honmeowners
policy, which includes a tenant policy, a condom nium owners policy,
or aresidential fire and allied Iines policy.
(4) "Underwriting guideline" nmeans a rul e, standard,
gui deline, or practice, whether witten, oral, or electronic, that is
used by an insurer or its agent to deci de whether to accept or reject
an application for coverage under a personal autonobile insurance
policy or residential property insurance policy or to determ ne how
to classify those risks that are accepted for the purpose of
determning a rate.
(b) Each insurer shall file wth the departnent a copy of the
insurer's underwiting guidelines. The insurer shall update its
filing each time the underwiting guidelines are changed. |[|f a group
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of insurers files one set of underwiting guidelines for the group,
they shall identify which underwiting guidelines apply to each
conpany in the group

(c) The office of public insurance counsel may obtain a copy of
each insurer's underwiting guidelines.

(d) The departnent or the office of public insurance counse
may di sclose to the public a sunmary of an insurer's underwiting
guidelines in a manner that does not directly or indirectly identify
the insurer.

(e) Underwriting guidelines nust be sound, actuarially
justified, or otherw se substantially comensurate with the
contenplated risk. Underwriting guidelines may not be unfairly
di scrim natory.

(f) The underwriting guidelines are subject to Chapter 552,
Gover nnent Code.

Added by Acts 2003, 78th Leg., ch. 206, Sec. 8.01, eff. June 11
2003.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.004,
eff. April 1, 2009.

Sec. 38.003. UNDERWRI TI NG GUI DELI NES FOR OTHER LI NES;
CONFI DENTI ALITY. (a) This section applies to all underwiting
gui delines that are not subject to Section 38.002.

(b) For purposes of this section, "insurer" neans a reciprocal
or interinsurance exchange, nutual insurance conpany, capital stock
conpany, county nutual insurance conpany, Lloyd's plan, life,
accident, or health or casualty insurance conpany, health maintenance
organi zation, nutual life insurance conpany, nutual insurance conpany
other than life, mutual, or natural premumlife insurance conpany,
general casualty conpany, fraternal benefit society, group hospital
servi ce conpany, or other legal entity engaged in the business of
insurance in this state. The termincludes an affiliate as descri bed
by Section 823.003(a) if that affiliate is authorized to wite and is
witing insurance in this state.

(c) The departnment or the office of public insurance counse
may obtain a copy of an insurer's underwiting guidelines.

(d) Underwriting guidelines are confidential, and the
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department or the office of public insurance counsel may not make the
gui delines available to the public.

(e) The departnent or the office of public insurance counse
may di sclose to the public a sunmary of an insurer's underwiting
guidelines in a manner that does not directly or indirectly identify
the insurer.

(f) Wen underwiting guidelines are furnished to the
departnent or the office of public insurance counsel, only a person
within the departnent or the office of public insurance counsel wth
a need to know may have access to the guidelines. The departnent and
the office of public insurance counsel shall establish interna
control systens to |imt access to the guidelines and shall keep
records of the access provided.

(g) This section does not preclude the use of underwiting
gui delines as evidence in prosecuting a violation of this code. Each
copy of an insurer's underwiting guidelines that is used in
prosecuting a violation is presuned to be confidential and is subject
to a protective order until all appeals of the case have been
exhausted. If an insurer is found, after the exhaustion of al
appeals, to have violated this code, a copy of the underwiting
gui del i nes used as evidence of the violation is no | onger presuned to
be confidential .

(h) A violation of this section is a violation of Chapter 552,
Gover nment Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Renunbered from I nsurance Code Sec. 38.002 and anended by Acts 2003,
78th Leg., ch. 206, Sec. 8.01, eff. June 11, 200S3.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 2B. 005,
eff. April 1, 2009.

Sec. 38.004. BALANCE BI LLI NG PROHI BI TI ON REPORT. (a) The
departnment shall, each biennium conduct a study on the inpacts of
S.B. No. 1264, Acts of the 86th Legislature, Regular Session, 2019,
on Texas consuners and health coverage in this state, including:

(1) trends in billed amounts for health care or nedica
services or supplies, especially energency services, |aboratory
services, diagnostic imaging services, and facility-based services;
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(2) conparison of the total anmount spent on out-of - net work
energency services, |laboratory services, diagnhostic imaging services,
and facility-based services by cal endar year and provider type or
physi ci an special ty;

(3) trends and changes in network participation by
provi ders of energency services, |aboratory services, diagnostic
i mgi ng services, and facility-based services by provider type or
physi ci an specialty, including whether any term nations were
initiated by a health benefit plan issuer, admnistrator, or
provi der;

(4) trends and changes in the anpbunts paid to participating
provi ders;

(5) the nunber of conplaints, conpleted investigations, and
di sciplinary sanctions for billing by providers of energency
services, |aboratory services, diagnostic inmaging services, or
facility-based services of enrollees for anmounts greater than the
enrollee's responsibility under an applicable health benefit plan,

i ncl udi ng applicabl e copaynents, coinsurance, and deducti bl es;

(6) trends in anobunts paid to out-of-network providers;

(7) trends in the usual and customary rate for health care
or nedical services or supplies, especially energency services,
| aboratory services, diagnostic inaging services, and facility-based
services; and

(8) the effectiveness of the claimdispute resolution
process under Chapter 1467.

(b) In conducting the study described by Subsection (a), the
departnent shall collect settlenent data and verdicts or arbitration
awards, as applicable, fromparties to nediation or arbitration under
Chapter 1467.

(c) The departnment may not publish a particular rate paid to a
participating provider in the study descri bed by Subsection (a),
identifying information of a physician or health care provider, or
non- aggregated study results. Information described by this
subsection is confidential and not subject to disclosure under
Chapter 552, Governnent Code.

(d) The departnent:

(1) shall collect data quarterly froma health benefit plan
i ssuer or adm nistrator subject to Chapter 1467 to conduct the study
required by this section; and

(2) may utilize any reliable external resource or entity to
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acquire information reasonably necessary to prepare the report
requi red by Subsection (e).

(e) Not later than Decenber 1 of each even-nunbered year, the
department shall prepare and submt a witten report on the results
of the study under this section, including the departnment's findings,
to the legislature.

Added by Acts 2019, 86th Leg., R S., Ch. 1342 (S.B. 1264), Sec. 4.01,
eff. Septenber 1, 2019.

For expiration of this section, see Subsection (c).

Sec. 38.005. COWMMERCI AL AUTOVOBI LE | NSURANCE REPORT. (a) The
department shall conduct a study each bienniumon the effect, for
each year of the biennium on prem uns, deductibles, coverage, and
availability of coverage for commercial autonobile insurance of H B
19, 87th Legislature, Regular Session, 2021.

(b) Not later than Decenber 1 of each even-nunbered year, the
departnment shall submt a witten report of the results of the study
conduct ed under Subsection (a) for the preceding bienniumto the
| egi sl ature.

(c) This section expires Decenber 31, 2026.

Added by Acts 2021, 87th Leg., RS., Ch. 785 (H. B. 19), Sec. 5, eff.
Septenber 1, 2021.

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 916, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

For expiration of this section, see Subsection (b).

Sec. 38.006. EMERGENCY MEDI CAL SERVI CES PROVI DER BALANCE
Bl LLI NG RATE DATABASE. (a) A political subdivision may submt to
the departnent, in the formand nmanner prescribed by the
conmi ssioner, a rate set, controlled, or regulated by the political
subdi vi si on for purposes of Section 1271.159, 1275.054, 1301. 166,
1551. 231, 1575.174, or 1579.112. The departnent shall establish and
mai ntain on the departnent's Internet website a publicly accessible
dat abase for the rates.

(b) This section expires Septenber 1, 2025.
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Added by Acts 2023, 88th Leg., R S., Ch. 981 (S.B. 2476), Sec. 1, eff.
Septenber 1, 2023.

SUBCHAPTER B. HEALTH BENEFI T PLAN PROVI DER REPORTI NG
Sec. 38.051. DEFINITION. In this subchapter, "health benefit
pl an provider" means an insurance conpany, group hospital service
corporation, or health maintenance organization that issues:

(1) an individual, group, blanket, or franchise insurance
policy, an insurance agreenment, a group hospital service contract, or
an evidence of coverage, that provides benefits for nedical or
surgi cal expenses incurred as a result of an accident or sickness; or

(2) a long-termcare benefit plan, as defined by Section
1651. 003.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B. 006,
eff. April 1, 2009.

Sec. 38.052. REQUI RED | NFORMATION; RULES. (a) A health
benefit plan provider shall submt information required by the
departnent relating to the health benefit plan provider's:

(1) | oss experience;
(2) overhead; and
(3) operating expenses.

(b) The departnent may al so request information about
characteristics of persons covered by a health benefit plan provider,
including information relating to:

(1) age;

(2) gender;

(3) health status;

(4) job classification; and
(5) geographic distribution.

(c) A health benefit plan provider may not be required to
submt information under this section nore frequently than annually.

(d) The conm ssioner shall adopt rul es governing the subm ssion
of information under this subchapter

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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SUBCHAPTER E. STATI STI CAL DATA COLLECTI ON
Sec. 38.201. DEFINITION. In this subchapter, "designated
statistical agent" neans an organi zation designated or contracted
with by the conmm ssioner under Section 38.202.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 38.202. STATISTI CAL AGENT. The conmi ssioner nay, for a
line or subline of insurance, designate or contract wwth a qualified
organi zation to serve as the statistical agent for the comm ssioner
to gather data relevant for regul atory purposes or as otherw se
provi ded by this code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 38.203. QUALIFI CATI ONS OF STATI STI CAL AGENT. To qualify
as a statistical agent, an organi zation nust denonstrate at |east two
years of experience in data collection, data mai ntenance, data
quality control, accounting, and rel ated areas.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 708 (H B. 2188), Sec. 1, eff.
Sept enber 1, 2023.

Sec. 38.204. POWAERS AND DUTI ES OF STATI STI CAL AGENT. (a) A
designated statistical agent shall collect data fromreporting
insurers under a statistical plan adopted by the conm ssi oner.

(b) The statistical agent may provide aggregate historical
prem um and | oss data to its subscribers.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 38.205. DUTY OF INSURER. An insurer shall provide al
prem um and | oss cost data to the conmm ssioner or the designated
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statistical agent as the conm ssioner or agent requires.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 38.206. FEES. (a) A designated statistical agent may
collect froma reporting insurer any fees necessary for the agent to
recover the necessary and reasonabl e costs of collecting data from
that reporting insurer.

(b) A reporting insurer shall pay the fee to the statistical
agent for the data collection services provided by the statistical
agent .

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 38.207. RULES. The comm ssioner may adopt rul es necessary
to acconplish the purposes of this subchapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER F. DATA COLLECTI NG AND REPORTI NG RELATI NG TO MANDATED
HEALTH BENEFI TS AND MANDATED OFFERS OF COVERAGE

Sec. 38.251. APPLICABILITY. This subchapter applies to any
i ssuer of a health benefit plan that is subject to this code that
provi des benefits for nedical or surgical expenses incurred as a
result of a health condition, accident, or sickness, including an
i ndi vi dual, group, blanket, or franchise insurance policy or
I nsurance agreenent, a group hospital service contract, or an
i ndi vi dual or group evidence of coverage or simlar coverage
docunent .

Added by Acts 2001, 77th Leg., ch. 852, Sec. 1, eff. Sept. 1, 2001.

Sec. 38.252. COLLECTION OF | NFORMATION, REPORT. (a) The
commi ssioner shall require a health benefit plan issuer to coll ect
and report cost and utilization data for each mandated heal th benefit
and mandated of fer designated by the conmm ssioner.

(b) The conmm ssioner shall designate by rule:
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(1) the issuers of health benefit plans that must coll ect
and report data based on the annual dollar anpbunts of Texas prem um
collected by the health benefit plan issuer;

(2) the specific nandated health benefits and nandat ed
of fers of coverage for which data nust be coll ected;

(3) a description of the data that nust be coll ected,;

(4) the beginning and endi ng dates of the reporting
peri ods, which shall be no | ess than every two years;

(5) the date follow ng the end of the reporting period by
whi ch the report shall be submitted to the comm ssioner;

(6) the detail and formin which the report shall be
submtted; and

(7) any other reasonable requirenents that the conmm ssioner
determ nes are necessary to determ ne the inpact of mandated benefits
and mandated offers of coverage for which data collection and
reporting is required.

(c) The conm ssioner shall not require reporting of data:

(1) that could reasonably be used to identify a specific
enrollee in a health benefit plan;

(2) in any way that violates confidentiality requirenents
of state or federal |law applicable to an enrollee in a health benefit
pl an; or

(3) in which the health mai ntenance organi zati on operating
under Section 1367.053, Subchapter A, Chapter 1452, Subchapter B
Chapter 1507, Chapter 222, 251, or 258, as applicable to a health
mai nt enance organi zati on, Chapter 843, Chapter 1271, and Chapter 1272
does not directly process the claimor does not receive conplete and
accurate encounter data.

Added by Acts 2001, 77th Leg., ch. 852, Sec. 1, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.009,
eff. April 1, 2009.

Sec. 38.253. MAINTENANCE OF | NFORMVATI ON. Each health benefit
pl an i ssuer shall maintain at its principal place of business al
data coll ected pursuant to this subchapter, including informtion and
supporting docunentation that denonstrates that the report submtted
to the comm ssioner is conplete and accurate. Each health benefit
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pl an i ssuer shall nake this information and any supporting
docunentation available to the conm ssioner upon request.

Added by Acts 2001, 77th Leg., ch. 852, Sec. 1, eff. Sept. 1, 2001.

Sec. 38.254. UTILIZATI ON AND COST DATA TO COWMM SSI ONER. (&)
Upon request fromthe conm ssioner, the Texas Health and Human
Servi ces Conm ssion shall provide to the comm ssioner data, including
utilization and cost data, which is related to the nandate being
assessed to the popul ation covered by the Medicaid program including
a program adm ni stered under Chapter 32, Human Resources Code, and a
program adm ni stered under Chapter 540 or 540A, Governnent Code, as
applicable, even if the programis not necessarily subject to the
mandat e.

(b) The comm ssioner may utilize data as defined in Subsection
(a) to determ ne the inpact of nandated benefits and nandated offers
of coverage for which data collection and reporting is requested.

Added by Acts 2001, 77th Leg., ch. 852, Sec. 1, eff. Sept. 1, 2001.
Amended by Acts 2003, 78th Leg., ch. 1276, Sec. 10A 002, eff. Sept.
1, 2003.
Amended by:

Acts 2023, 88th Leg., R S., Ch. 769 (H B. 4611), Sec. 2.115, eff.
April 1, 2025.

SUBCHAPTER G. DATA REPORTI NG BY CERTAI N LI ABI LI TY | NSURERS
Sec. 38.301. |INSURER DATA REPORTING (a) Each insurer that

wites professional liability insurance policies for nursing
institutions licensed under Chapter 242, Health and Safety Code,
i ncludi ng an i nsurer whose rates are not regul ated, shall, as a

condition of witing those policies in this state, conply with a
request for information fromthe conm ssioner under this section.

(b) The comm ssioner may require information in rate filings,
special data calls, or informational hearings or by any other neans
consistent with this code applicable to the affected insurer that the
conm ssioner believes wll allow the comm ssioner to:

(1) determ ne whether insurers witing insurance coverage
descri bed by Subsection (a) are passing to insured nursing
institutions on a prospective basis the savings that accrue as a
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result of the reduction in risk to insurers witing that coverage
that will result fromlegislation enacted by the 77th Legi sl ature,
Regul ar Session, including |legislation that:

(A) amended Article 5.15-1 to |limt the exposure of an
insurer to exenplary damages for certain clainms against a nursing
institution; and

(B) amended Sections 32.021(i) and (k), Human Resources
Code, added Section 242.050, Health and Safety Code, and repeal ed
Section 32.021(j), Human Resources Code, to clarify the admssibility
of certain docunments in a civil action against a nursing institution;
or

(2) prepare the report required of the conm ssioner under
Section 38.252 or any other report the comm ssioner is required to
submt to the legislature in connection with the |egislation
descri bed by Subdivision (1).

(c) Information provided under this section is privileged and
confidential to the sanme extent as the information is privileged and
confidential under this code or any other |aw governing an insurer
descri bed by Subsection (a). The information remains privileged and
confidential unless and until introduced into evidence at an
adm nistrative hearing or in a court of conpetent jurisdiction.

Added by Acts 2001, 77th Leg., ch. 1284, Sec. 4.01, eff. June 15,
2001. Renunbered from I nsurance Code Sec. 38.251 by Acts 2003, 78th
Leg., ch. 1276, Sec. 10A. 501, eff. Sept. 1, 2003.

Sec. 38.302. RECOMVENDATI ONS TO LEG SLATURE. The comm ssi oner
shal | assenble information and take other appropriate neasures to
assess and eval uate changes in the marketplace resulting fromthe
i npl enentation of the |egislation described by Section 38.251 and
shall report the comm ssioner's findings and reconmendations to the
| egi sl ature.

Added by Acts 2001, 77th Leg., ch. 1284, Sec. 4.01, eff. June 15,
2001. Renunbered from I nsurance Code Sec. 38.252 by Acts 2003, 78th
Leg., ch. 1276, Sec. 10A. 501, eff. Sept. 1, 2003.

SUBCHAPTER H. HEALTH CARE REI MBURSEMENT RATE | NFORMATI ON
Sec. 38.351. PURPOSE OF SUBCHAPTER  The purpose of this
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subchapter is to authorize the departnment to:
(1) collect data concerning health benefit plan
rei nbursenent rates in a uniformformt; and
(2) dissem nate, on an aggregate basis for geographical
regions in this state, information concerning health care
rei mbursenent rates derived fromthe data.

Added by Acts 2007, 80th Leg., R S., Ch. 997 (S.B. 1731), Sec. 8, eff.
Sept enber 1, 2007.

Sec. 38.352. DEFINITION. In this subchapter, "group health
benefit plan" neans a preferred provider benefit plan as defined by
Section 1301. 001 or an evidence of coverage for a health care plan
t hat provides basic health care services as defined by Section
843. 002.

Added by Acts 2007, 80th Leg., R S., Ch. 997 (S.B. 1731), Sec. 8, eff.
Sept enber 1, 2007.

Sec. 38.353. APPLICABILITY OF SUBCHAPTER. (a) This subchapter
applies to the issuer of a group health benefit plan, including:
(1) an insurance conpany;
(2) a group hospital service corporation
(3) a fraternal benefit society;
(4) a stipulated prem um conmpany;
(5) a reciprocal or interinsurance exchange; or
(6) a health maintenance organi zati on.

(b) Notwithstanding any provision in Chapter 1551, 1575, 1579,
or 1601 or any other |aw, and except as provided by Subsection (e),
this subchapter applies to:

(1) a basic coverage plan under Chapter 1551;

(2) a basic plan under Chapter 1575;

(3) a primary care coverage plan under Chapter 1579; and
(4) basic coverage under Chapter 1601.

(c) Except as provided by Subsection (d), this subchapter
applies to a small enployer health benefit plan provided under
Chapter 1501.

(d) This subchapter does not apply to:

(1) standard health benefit plans provided under Chapter
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1507;

(2) children's health benefit plans provided under Chapter
1502;

(3) health care benefits provided under a workers
conpensation i nsurance policy;

(4) Medicaid managed care prograns operated under Chapter
540 or 540A, CGovernnent Code, as applicabl e;

(5) Medicaid prograns operated under Chapter 32, Human
Resour ces Code; or

(6) the state child health plan operated under Chapter 62
or 63, Health and Safety Code.

(e) The comm ssioner by rule may exclude a type of health

benefit plan fromthe requirenents of this subchapter if the
conmi ssioner finds that data collected in relation to the health
benefit plan would not be relevant to acconplishing the purposes of
t hi s subchapter.

Added by Acts 2007, 80th Leg., RS., Ch. 997 (S.B. 1731), Sec. 8, eff.
Septenber 1, 2007.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 769 (H B. 4611), Sec. 2.116, eff.
April 1, 2025.

Sec. 38.354. RULES. The conm ssioner may adopt rules as
provi ded by Subchapter A, Chapter 36, to inplenment this subchapter.

Added by Acts 2007, 80th Leg., RS., Ch. 997 (S.B. 1731), Sec. 8, eff.
Septenber 1, 2007.

Sec. 38.355. DATA CALL; STANDARDI ZED FORVAT. (a) Each health
benefit plan issuer shall subnmt to the departnment, at the tinme and
in the formand manner required by the departnent, aggregate
rei mbursenent rates by region paid by the health benefit plan issuer
for health care services identified by the departnent.

(b) The department shall require that data submtted under this
section be submitted in a standardi zed format, established by rule,
to permt conparison of health care reinbursenent rates. To the
extent feasible, the departnent shall devel op the data subm ssion
requirenents in a manner that allows collection of reinbursenent
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rates as a dollar amount and not by conparison to other standard
rei mbursenent rates, such as Medi care reinbursenent rates.

(c) The departnment shall specify the period for which
rei nbursenent rates nust be filed under this section.

(d) The departnment nmay contract with a private third party to
obtain the data under this subchapter. If the department contracts
with a third party, the departnment nay determ ne the aggregate data
to be collected and published under Section 38.357 if consistent with
t he purposes of this subchapter described in Section 38.351. The
departrment shall prohibit the third party contractor from selling,
| easi ng, or publishing the data obtained by the contractor under this
subchapt er

Added by Acts 2007, 80th Leg., R S., Ch. 997 (S.B. 1731), Sec. 8, eff.
Sept enber 1, 2007.

Sec. 38.356. CONFI DENTI ALI TY OF DATA. Except as provided by
Section 38.357, data collected under this subchapter is confidenti al
and not subject to disclosure under Chapter 552, Governnent Code.

Added by Acts 2007, 80th Leg., RS., Ch. 997 (S.B. 1731), Sec. 8, eff.
Septenber 1, 2007.

Sec. 38.357. PUBLI CATI ON OF AGGREGATE HEALTH CARE RElI MBURSEMENT
RATE | NFORMATI ON.  The departnment shall provide to the Departnent of
State Health Services for publication, for identified regions of this
state, aggregate health care reinbursenent rate information derived
fromthe data coll ected under this subchapter. The published
informati on may not reveal the name of any health care provider or
health benefit plan issuer. The departnment may nmake the aggregate
health care rei nmbursenent rate information avail abl e through the
departnment's Internet website.

Added by Acts 2007, 80th Leg., R S., Ch. 997 (S.B. 1731), Sec. 8, eff.
Sept enber 1, 2007.

Sec. 38.358. PENALTIES. A health benefit plan issuer that
fails to submt data as required in accordance with this subchapter
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is subject to an administrative penalty under Chapter 84. For
pur poses of penalty assessnent, each day the health benefit plan
issuer fails to submt the data as required is a separate violation

Added by Acts 2007, 80th Leg., R S., Ch. 997 (S.B. 1731), Sec. 8, eff.
Sept enber 1, 2007.

SUBCHAPTER |. TEXAS ALL PAYOR CLAI M5 DATABASE
Sec. 38.401. PURPOSE OF SUBCHAPTER  The purpose of this
subchapter is to authorize the departnment to establish an all payor
clains database in this state to increase public transparency of
health care information and i nprove the quality of health care in
this state.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Septenber 1, 2021.

Sec. 38.402. DEFINITIONS. In this subchapter:

(1) "Alowed amount" neans the anount of a billed charge
that a health benefit plan issuer determ nes to be covered for
services provided by a non-network provider. The all owed anount
i ncludes both the insurer's paynent and any applicabl e deducti bl e,
copaynent, or coinsurance anounts for which the insured is
responsi bl e.

(2) "Center" neans the Center for Healthcare Data at The
Uni versity of Texas Health Science Center at Houston.

(3) "Contracted rate" neans the fee or reinbursenent anount
for a network provider's services, treatnments, or supplies as
establ i shed by agreenment between the provider and health benefit plan
i ssuer.

(4) "Data" nmeans the specific clains and encounters,
enrol I ment, and benefit information submtted to the center under
this subchapter

(5) "Database" neans the Texas Al Payor C ains Dat abase
est abl i shed under this subchapter

(6) "Geozip" neans an area that includes all zip codes with
identical first three digits.

(7) "Payor" means any of the followng entities that pay,
rei nburse, or otherw se contract wwth a health care provider for the
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provi sion of health care services, supplies, or devices to a patient:

(A) an insurance conpany providing health or dental
I nsur ance;

(B) the sponsor or adm nistrator of a health or dental
pl an;

(© a health mai ntenance organi zati on operating under
Chapt er 843;

(D) the state Medicaid program including the Medicaid
managed care program operating under Chapters 540 and 540A,

Gover nnent Code;

(E) a health benefit plan offered or adm nistered by or
on behalf of this state or a political subdivision of this state or
an agency or instrunentality of the state or a political subdivision
of this state, including:

(i) a basic coverage plan under Chapter 1551;

(i1i) a basic plan under Chapter 1575;

(iiti) a primary care coverage plan under Chapter
1579; and

(itv) a plan providing basic coverage under Chapter
1601; or

(F) any other entity providing a health insurance or
heal th benefit plan subject to regulation by the departnent.

(8) "Protected health information" has the neani ng assigned
by 45 C.F.R Section 160. 1083.
(9) "Qualified research entity" neans:

(A) an organization engaging in public interest
research for the purpose of analyzing the delivery of health care in
this state that is exenpt fromfederal incone tax under Section
501(a), Internal Revenue Code of 1986, by being listed as an exenpt
organi zation in Section 501(c)(3) of that code;

(B) an institution of higher education engaged in
public interest research related to the delivery of health care in
this state; or

(C a health care provider in this state engaging in
efforts to inprove the quality and cost of health care.

(10) " Stakehol der advi sory group"” neans the stakehol der
advi sory group established under Section 38.403.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Septenber 1, 2021.
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Amended by:

Acts 2023, 88th Leg., RS., Ch. 603 (H B. 3414), Sec. 1, eff.
June 11, 2023.

Acts 2023, 88th Leg., R S., Ch. 769 (H B. 4611), Sec. 2.117, eff.
April 1, 2025.

Sec. 38.403. STAKEHOLDER ADVI SCRY GROUP. (a) The center shal
establish a stakehol der advisory group to assist the center as
provi ded by this subchapter, including assistance in:

(1) establishing and updating the standards, requirenents,
policies, and procedures relating to the collection and use of data
contained in the database required by Sections 38.404(e) and (f);

(2) evaluating and prioritizing the types of reports the
center should publish under Section 38.404(e);

(3) evaluating data requests fromaqualified research
entities under Section 38.404(e)(2); and

(4) assisting the center in developing the center's
recommendat i ons under Section 38.408(3).

(b) The advisory group created under this section nust be
conposed of:

(1) the state Medicaid director or the director's designee;

(2) a nenber designated by the Teacher Retirement System of
Texas;

(3) a nenber designated by the Enpl oyees Retirenment System
of Texas; and

(4) 13 nenbers designated by the center, including:

(A) two nenbers representing the business community,
with at | east one of those nenbers representing small businesses that
purchase health benefits but are not involved in the provision of
heal th care services, supplies, or devices or health benefit plans;

(B) two nenbers who represent consuners and who are not
professionally involved in the purchase, provision, admnistration,
or review of health care services, supplies, or devices or health
benefit plans, with at | east one nmenber representing the behavioral
heal th conmuni ty;

(O two nenbers representing hospitals that are
licensed in this state;

(D) two nenbers representing health benefit plan
i ssuers that are regul ated by the departnent;
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(E) two nenbers who are physicians |licensed to practice
medicine in this state, one of whomis a primary care physician;
(F) two nmenbers who are not professionally involved in
t he purchase, provision, admnistration, or review of health care
services, supplies, or devices or health benefit plans and who have
expertise in:
(1) health planning;
(ii) health econom cs;
(ti1) provider quality assurance;
(iv) statistics or health data managenent; or
(v) medical privacy |aws; and
(G one nenber representing an institution of higher
educati on.
(c) A person serving on the stakehol der advi sory group nust
di scl ose any conflict of interest.
(d) Except as provided by Subsection (e), nmenbers of the
st akehol der advi sory group serve fixed terns as prescribed by
conmm ssi oner rules adopted under this subchapter.
(e) A nenber representing an institution of higher education
under Subsection (b)(4)(G serves a termof one year.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Sept enber 1, 2021.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 603 (H B. 3414), Sec. 2, eff.
June 11, 2023.

Sec. 38.404. ESTABLI SHVENT AND ADM NI STRATI ON OF DATABASE. (a)
The departnent shall collaborate with the center under this
subchapter to aid in the center's establishnent of the database. The
center shall |everage the existing resources and infrastructure of
the center to establish the database to collect, process, analyze,
and store data relating to nedical, dental, pharmaceutical, and other
rel evant health care clainms and encounters, enrollnment, and benefit
information for the purposes of increasing transparency of health
care costs, utilization, and access and inproving the affordability,
avai lability, and quality of health care in this state, including by
i mproving popul ation health in this state.

(b) The center shall serve as the adm nistrator of the
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dat abase, design, build, and secure the database infrastructure, and
determ ne the accuracy of the data submtted for inclusion in the
dat abase.

(c) In determning the information a payor is required to
submt to the center under this subchapter, the center must consider
requiring inclusion of information useful to health policy makers,
enpl oyers, and consumers for purposes of inproving health care
qual ity and outcones, inproving population health, and controlling
health care costs. The required information at a m ni mrum nust
include the following information as it relates to all health care
services, supplies, and devices paid or otherw se adjudicated by the
payor :

(1) the nane and National Provider Identifier, as described
in 45 C.F.R Section 162.410, of each health care provider paid by
t he payor;

(2) the claimline detail that docunents the health care
services, supplies, or devices provided by the health care provider;

(3) the anobunt of charges billed by the health care
provi der and the payor's:

(A) allowed anobunt or contracted rate for the health
care services, supplies, or devices; and

(B) adjudicated claimanmunt for the health care
services, supplies, or devices;

(4) the nanme of the payor, the nane of the health benefit
pl an, and the type of health benefit plan, including whether health
care services, supplies, or devices were provided to an individua
t hr ough:

(A) a Medicaid or Medicare program

(B) workers' conpensation insurance;

(© a health mai ntenance organi zati on operating under
Chapt er 843;

(D) a preferred provider benefit plan offered by an
i nsurer under Chapter 1301,

(E) a basic coverage plan under Chapter 1551;

(F) a basic plan under Chapter 1575;

(G a primary care coverage plan under Chapter 1579; or

(H a health benefit plan that is subject to the
Enpl oyee Retirement |Inconme Security Act of 1974 (29 U.S.C. Section
1001 et seq.); and

(5) <claimlevel information that allows the center to
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identify the geozip where the health care services, supplies, or
devi ces were provided.

(c-1) Notw thstandi ng Subsection (c), the center may not
require a payor to collect or otherwi se obtain fromindividuals
covered by the payor data that is not included in a standard claim
form though the center may require subm ssion of such data if it is
ot herwi se col |l ected by the payor, including provider and eligibility
files.

(d) Each payor shall submt the required data under Subsection
(c) at a schedule and frequency determ ned by the center and adopted
by the conm ssioner by rule.

(e) In the manner and subject to the standards, requirenents,
policies, and procedures relating to the use of data contained in the
dat abase established by the center in consultation with the
st akehol der advi sory group, the center may use the data contained in
t he dat abase for a noncomrercial purpose:

(1) to produce statew de, regional, and geozip consuner
reports available through the public access portal described in
Section 38.405 that address:

(A) health care costs, quality, utilization, outcones,
and di sparities;

(B) popul ation health; or

(C the availability of health care services; and

(2) for research and other analysis conducted by the center
or a qualified research entity to the extent that such use is
consistent wwth all applicable federal and state |aw, including the
data privacy and security requirenments of Section 38.406 and the
pur poses of this subchapter.

(f) The center shall establish data collection procedures and
eval uate and update data coll ection procedures established under this
section. The center shall test the quality of data collected by and
reported to the center under this section to ensure that the data is
accurate, reliable, and conplete.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H. B. 2090), Sec. 1, eff.
Septenber 1, 2021.
Amended by:

Acts 2023, 88th Leg., R'S., Ch. 603 (H B. 3414), Sec. 3, eff.
June 11, 2023.
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Sec. 38.405. PUBLIC ACCESS PORTAL. (a) Except as provided by
this section and Sections 38.404 and 38.406 and in a manner
consistent with all applicable federal and state |aw, the center
shall collect, conpile, and anal yze data submitted to or stored in
t he dat abase and di ssemi nate the information described in Section
38.404(e)(1) in a format that allows the public to easily access and
navigate the information. The information nmust be accessi bl e through
an open access Internet portal that nmay be accessed by the public
t hrough an Internet website.

(b) The portal created under this section nust allow the public
to easily search and retrieve the information di ssem nated under
Subsection (a), subject to data privacy and security restrictions
described in this subchapter and consistent with all applicable
federal and state | aw

(c) Any information or data that is accessible through the
portal created under this section

(1) nust be segnented by type of insurance or health
benefit plan in a manner that does not conbine paynent rates relating
to different types of insurance or health benefit plans;

(2) nmust be aggregated by |ike Current Procedural
Term nol ogy codes and health care services in a statew de, regional
nmetropolitan statistical, zip-code, or geozip area; and

(3) my not identify a specific patient, health care
provi der, health benefit plan, health benefit plan issuer, or other
payor .

(d) Before making information or data accessible through the
portal, the center shall renove any data or information that may
identify a specific patient in accordance with the de-identification
standards described in 45 C.F.R Section 164.514.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H. B. 2090), Sec. 1, eff.
Sept enber 1, 2021.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 603 (H B. 3414), Sec. 4, eff.
June 11, 2023.

Sec. 38.4055. APPLI CATI ON FOR ACCESS TO CERTAI N DATA OR
| NFORVATI ON | N DATABASE. (a) An entity seeking to access data or
information that is contained in the database but not accessible
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t hrough the portal described by Section 38.405 nust submit an
application to the center for access to that data or information.
The application must include:

(1) the sources and identity of all funding and funders of
the research the entity will perform

(2) the names of all individuals who may have access to the
data or information that is contained in the database but not
accessi bl e through the portal described by Section 38.405, and any
affiliations those individuals have with entities other than the
entity submtting the application;

(3) the proposed study, research, or project that the
entity plans to undertake and the purpose of the study, research, or
project, including any anticipated final product fromthe study,
research, or project;

(4) how the proposed research will further the purposes of
this subchapter, inprove the quality of care, or reduce the cost of
care;

(5) a description of the proposed net hodol ogy;

(6) a description of the publication nethod of the
manuscri pts, reports, or other fornms of output fromthe research; and

(7) for access to data that would require such an approval,
an institutional review board determ nation letter that is an
approval or an approval with nodifications.

(b) The center shall review and nmake a determ nation on al
applications in a tinmely nmanner.

(c) |If the center denies an application, the center nust
identify with particularity the deficiencies in the application.

Added by Acts 2023, 88th Leg., R S., Ch. 603 (H B. 3414), Sec. 5, eff.
June 11, 2023.

Sec. 38.406. DATA PRI VACY AND SECURITY. (a) Information that
may identify a patient is confidential and subject to applicable
state and federal law relating to records privacy and protected
heal th i nformation, including Chapter 181, Health and Safety Code,
and is not subject to disclosure under Chapter 552, Governnent Code.
Except as provided by Subsection (b), any information that nay
identify a health care provider, health benefit plan, health benefit
pl an i ssuer, or other payor is confidential and subject to applicable
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state and federal law relating to records privacy and protected
heal th information, including Chapter 181, Health and Safety Code,
and is not subject to disclosure under Chapter 552, Governnent Code.

(b) A qualified research entity with access to data or
information that is contained in the database but not accessible
t hrough the portal described in Section 38.405:

(1) nmay use the data or information contained in the
dat abase only for purposes consistent with the purposes of this
subchapter and nust use the data or information in accordance with
standards, requirenments, policies, and procedures established by the
center in consultation with the stakehol der advi sory group;

(2) may not sell or share any data or information contained
in the database; and

(3) may report or publish data or information that
identifies one or nore health care providers, health benefit plans,
heal th benefit plan issuers, or other nmandatory payors only if the
report or publication is made available to the public at no cost.

(c) A qualified research entity with access to information that
is contained in the database but not accessible through the portal
nmust execute an agreenment with the center relating to the qualified
research entity's conpliance with the requirenents of Subsections (a)
and (b), including the confidentiality of information contained in
t he dat abase but not accessible through the portal.

(d) Notw thstandi ng any provision of this subchapter, the
department and the center may not disclose an individual's protected
health information in violation of any state or federal |aw

(e) The center shall include in the database only the m ni mum
anount of protected health information identifiers necessary to |link
public and private data sources and the geographic and services data
to undertake studies.

(f) The center shall maintain protected health information
identifiers collected under this subchapter but excluded fromthe
dat abase under Subsection (e) in a separate database. The separate
dat abase may not be aggregated with any other information and nust
use a proxy or encrypted record identifier for analysis.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Sept enber 1, 2021.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 603 (H B. 3414), Sec. 6, eff.

Statute text rendered on: 6/10/2025 - 68 -


http://capitol.texas.gov/tlodocs/87R/billtext/html/HB02090F.HTM
http://capitol.texas.gov/tlodocs/88R/billtext/html/HB03414F.HTM

I NSURANCE CODE

June 11, 2023.

Sec. 38.407. CERTAIN ENTITIES NOT REQUI RED TO SUBM T DATA. Any
sponsor or adm nistrator of a health benefit plan subject to the
Enpl oyee Retirenent Incone Security Act of 1974 (29 U S.C. Section
1001 et seq.) may elect or decline to participate in or submt data
to the center for inclusion in the database as consistent with
federal | aw

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H. B. 2090), Sec. 1, eff.
Septenber 1, 2021.

Sec. 38.408. REPCORT TO LEG SLATURE. Not |ater than Septenber 1
of each even-nunbered year, the center shall submt to the
| egislature a witten report containing:

(1) an analysis of the data submtted to the center for use
in the database,;

(2) information regarding the subm ssion of data to the
center for use in the database and the mai ntenance, analysis, and use
of the data;

(3) reconmendations fromthe center, in consultation with
t he stakehol der advi sory group, to further inprove the transparency,
cost-effectiveness, accessibility, and quality of health care in this
st at e;

(4) an analysis of the trends of health care affordability,
availability, quality, and utilization;

(5) a list of approved applications;

(6) a list of disapproved applications with the
justification required by Section 38.4055(c); and

(7) alist of all applications that were neither approved
nor di sapproved by the 91st day after the application was submtted,

i ncluding the particul ar reasons why each application was not
approved or disapproved within that tinefrane.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Septenber 1, 2021.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 603 (H B. 3414), Sec. 7, eff.
June 11, 2023.
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Sec. 38.409. RULES. (a) The comm ssioner, in consultation
with the center, shall adopt rules:

(1) specifying the types of data a payor is required to
provide to the center under Section 38.404 to determ ne health
benefits costs and other reporting nmetrics, including, if necessary,
types of data not expressly identified in that section;

(2) specifying the schedule, frequency, and manner in which
a payor nust provide data to the center under Section 38.404, which
must :

(A) require the payor to provide data to the center not
| ess frequently than quarterly; and

(B) include provisions relating to data |ayout, data
governance, historical data, data subm ssion, use and shari ng,
i nformation security, and privacy protection in data subm ssions; and

(3) establishing oversight and enforcenent nmechanisns to
ensure that payors submt data to the database in accordance with
t hi s subchapter.

(b) In adopting rules governing nethods for data subm ssion,
the comm ssioner shall to the maxi mum extent practicable use nethods
that are reasonabl e and cost-effective for payors.

Added by Acts 2021, 87th Leg., R S., Ch. 333 (H B. 2090), Sec. 1, eff.
Septenber 1, 2021.

CHAPTER 39. PUBLI C ACCESS
Sec. 39.001. ACCESS TO PROGRAMS AND FACILITIES. (a) The
conmmi ssioner shall prepare and maintain a witten plan that describes
how a person who does not speak English nay be provided reasonabl e
access to the departnment's prograns.
(b) The departnent shall conply with federal and state |aws for
program and facility accessibility.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 39.002. PUBLIC COMWENT. The comm ssioner shall devel op
and inplement policies that provide the public wth a reasonabl e
opportunity to appear before the conmm ssioner and to speak on any
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i ssue under the jurisdiction of the conm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 39.003. PUBLI C REPRESENTATI ON ON ADVI SORY BODY. (a) At
| east one-half of the nenbership of each advisory body appointed by
t he conmm ssioner, other than an advi sory body whose nenbership is
determ ned by this code or by another law relating to the business of
insurance in this state, nust represent the general public.

(b) A public representative nay not be:

(1) an officer, director, or enployee of an insurance
conpany, insurance agency, agent, broker, solicitor, adjuster, or any
ot her business entity regulated by the departnent;

(2) a person required to register with the Texas Ethics
Comm ssi on under Chapter 305, CGovernnent Code; or

(3) a person related within the second degree by affinity
or consanguinity to a person described by Subdivision (1) or (2).

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 40. DUTI ES OF STATE OFFI CE OF ADM NI STRATI VE HEARI NGS AND
COWM SSI ONER | N CERTAI N PROCEEDI NGS; RATE SETTI NG PROCEEDI NGS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 40.001. DEFINITION. In this chapter, "office" nmeans the
State OFfice of Administrative Hearings.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.002. DUTIES OF STATE OFFI CE OF ADM NI STRATI VE HEARI NGS.
The office shall conduct an adm nistrative hearing required to be
hel d or that may be held under this code or another insurance | aw of
this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.003. APPLI CATION OF CHAPTER, EXCEPTIONS. (a) This
chapter applies only to a hearing required to be held before a
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deci sion may be rendered or action taken by the comm ssioner or the
depart nment.

(b) If a provision of this code or another insurance |aw of
this state requires that the comm ssioner take an action at a hearing
subject to this chapter, the comm ssioner shall take the action after
recei pt of a proposal for decision fromthe office regarding the
heari ng conducted by the office.

(c) This chapter does not apply to a proceedi ng conducted under
Chapter 201 or to a proceeding relating to:

(1) approving or reviewing rates or rating nanuals filed by
an individual conpany, unless the rates or manual s are contest ed;

(2) adopting a rule;

(3) adopting or approving a policy formor policy form
endor sement ;

(4) adopting or approving a plan of operation for an
organi zati on subject to the jurisdiction of the departnent;

(5) adopting a presunptive rate under Chapter 1153; or

(6) a workers' conpensation claimbrought under Title 5,
Labor Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1318, Sec. 3, eff. Sept. 1,
2001.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.057, eff.
Sept enber 1, 2005.

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see H B. 3146, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.
Sec. 40.004. MEMORANDUM OF UNDERSTANDI NG (a) The
conmmi ssi oner and the chief adm nistrative |aw judge of the office by
rul e shall adopt a nmenorandum of understandi ng governi ng heari ngs
conducted by the office under this code or another insurance |aw of
this state.
(b) The nmenorandum of understandi ng nmust require the chief
adm nistrative |law judge and the conmm ssioner to cooperate in
conducting hearings under this chapter and may authorize the office
to performany procedural act, including giving notice, that is
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required to be performed by the comm ssioner under this code or
anot her insurance |aw of this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.005. CONFLICT WTH OTHER LAW This chapter prevails
over another provision of this code or another insurance |law of this
state unless the provision or other |aw states that this chapter does
not apply.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. PROCEEDI NGS RELATI NG TO PROMULGATI ON OF RATES

Sec. 40.051. APPLI CATI ON OF SUBCHAPTER. Subject to Section
40. 003, a proceeding to promulgate rates is governed by this
subchapt er.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.052. APPLI CATI ON OF ADM NI STRATI VE PROCEDURE ACT. A
proceeding to pronulgate rates is a contested case under Chapter
2001, CGovernnent Code, and to the extent not inconsistent with this
subchapter, that chapter and the Texas Rules of Civil Procedure

apply.
Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.053. PRESENTATION OF EVIDENCE. The adm nistrative |aw
j udge shall provide each interested party an opportunity to respond
to and present evidence and argunent concerning all issues in the
pr oceedi ng.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.054. W TNESSES AND CROSS- EXAM NATION.  (a) The
testinony of a witness, other than an expert w tness, my be
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presented either orally by the witness at the hearing or by
af fidavit.

(b) Each party is entitled to cross-exam ne each witness called
to testify by another party to the proceeding. The attendance of a
w tness providing testinony by affidavit is required if a party files
a witten request that the w tness appear for cross-exam nation.

(c) If awitness providing testinony by affidavit fails to
appear for cross-exam nation after the filing of a witten request
that the w tness appear, the admnistrative |aw judge shall exclude
the affidavit from evidence and nay not consider the affidavit for
any pur pose.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.055. TESTI MONY OF EXPERT W TNESS; PREFI LI NG REQUI RED.
The direct testinony of each expert witness to be called nust be
prefiled in accordance with a schedul e established by the
adm ni strative | aw j udge.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.056. DEADLINES. The administrative |aw judge shal
est abli sh reasonabl e deadlines for the filing of affidavits, the
designation of w tnesses, and other matters as are necessary or
appropri at e.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.057. | NFLUENCE OF COW SSI ONER PRCHI BI TED. The
comm ssioner may not attenpt to influence the adm nistrative | aw
judge's findings of fact, conclusions of |law, or application of the
law to the facts.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40. 058. PROPCSAL FOR DECI SION. The adninistrative | aw
j udge shall:
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(1) prepare a proposal for decision that includes proposed
findings of fact and conclusions of |aw, and

(2) serve the proposal for decision by registered mail on
each party to the proceeding.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.059. CONSI DERATI ON OF PROPCSAL FOR DECISION. (a) The
conm ssioner shall provide to each party an opportunity to file
exceptions to the proposal for decision and briefs related to the
i ssues addressed in the proposal.

(b) After the opportunity to file exceptions and briefs under
Subsection (a), the comm ssioner shall, in open neeting, consider:

(1) the proposal for decision; and
(2) the exceptions, briefs, and argunments of the parties.

(c) The conm ssioner nay anend the proposal for decision,
including any finding of fact. The comm ssioner shall acconpany any
amendnment with an expl anation of the basis of the amendnent. The
commi ssi oner shall base any anendnment and the order adopting the rate
solely on the record made before the adm nistrative | aw judge.

(d) The comm ssioner nmay refer the matter back to the
adm nistrative |aw judge to:

(1) reconsider findings and conclusions in the proposal for
deci si on;

(2) take additional evidence; or

(3) nake additional findings of fact or conclusions of |aw

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 40.060. COW SSI ONER S ORDER. The conmm ssi oner shal
serve on each party a copy of the conm ssioner's order, including the
commi ssioner's findings of fact and concl usi ons of | aw.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBTI TLE B. DI SCI PLI NE AND ENFORCEMENT
CHAPTER 81. GENERAL PROVI SI ONS REGARDI NG DI SCI PLI NE AND ENFORCEMENT

The follow ng section was anended by the 89th Legislature. Pending
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publication of the current statutes, see H B. 2221, 89th Legi sl ature,
Regul ar Session, for amendnents affecting the follow ng section.
Sec. 81.001. LIMTATIONS PERI OD FOR CERTAI N DI SCI PLI NARY
ACTIONS. (a) Except as provided by Subsection (b), the departnent
or conm ssioner nmay not begin an action to inpose a sanction,
penalty, or fine, including an adm nistrative penalty, against an
i nsurer, agent, or other license holder who is subject to the
jurisdiction of the departnment for conduct that is a violation of
this code or another insurance |law of this state after the earlier
of :
(1) the fifth anniversary of the date on which the conduct
that is a violation occurred; or
(2) the second anniversary of the earlier of:
(A) the date on which the conduct that is a violation
is first discovered by the departnent; or
(B) the date on which the conduct that is a violation
is made known to the departnent.
(b) The departnent or conm ssioner may not begin an action to
i npose a sanction, penalty, or fine, including an adm nistrative
penal ty, against an insurer, agent, or other |icense holder who is
subject to the jurisdiction of the departnent for conduct that is a
viol ation of this code or another insurance |law of this state and
that involves fraud by the insurer, agent, or |icense holder after
the fifth anniversary of the earlier of:
(1) the date on which the conduct that is a violation is
first discovered by the departnent; or
(2) the date on which the conduct that is a violation is
made known to the departnent.
(c) This section does not apply to conduct that is:
(1) a violation that is ongoing at the tine the departnent
seeks to inpose the sanction, penalty, or fine;
(2) a violation of Subchapter A, Chapter 544, or Section
541. 057, as those provisions relate to discrimnation on the basis of
race or color, regardless of the tinme the conduct occurs; or
(3) aviolation of Title 5, Labor Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 887, Sec. 1, eff. Sept. 1, 2001.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.058, eff.
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Sept enber 1, 2005.

Sec. 81.002. NOTICE OF CERTAI N ORDERS AND DECI SI ONS.
Not wi t hst andi ng Section 2001. 142, CGovernnent Code, in a contested
case before the departnent or the conm ssioner the departnent shal
mail to each party and the party's attorney of record, by certified
mai |, return recei pt requested, a copy of the departnent's or
conmi ssioner's witten decision or order in that case.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 81.003. NOTI FI CATI ON OF CERTAI N DI SCI PLI NARY ACTI ONS
OCCURRI NG | N OTHER STATES; CIVIL PENALTY. (a) In this section
"insurer" nmeans any organi zation, corporation, or other person that
transacts insurance business, other than an organization,
corporation, or other person that is specifically made exenpt from
this section by a reference to this section, without regard to
whet her the organi zation, corporation, or other person is listed in
this subsection. The termincludes:

(1) a capital stock conpany;

(2) atitle insurance conpany;

(3) a reciprocal or interinsurance exchange;

(4) a Lloyd's plan insurer;

(5) a fraternal benefit society;

(6) a nutual conpany, including a mutual assessnent
conpany;

(7) a statew de nmutual assessnment conpany;

(8) a local nmutual aid association;

(9) a burial association;

(10) a county mutual insurance conpany;

(11) a farmnutual insurance conpany; and

(12) a fidelity, guaranty, or surety conpany.

(b) An insurer shall notify the comm ssioner and shall deliver

a copy of any applicable order or judgnent to the comm ssioner not
|ater than the 30th day after the date of the:

(1) suspension or revocation of the insurer's right to
transact business in another state; or

(2) receipt of an order to show cause why the insurer's
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Iicense in another state should not be suspended or revoked.

(c) An insurer who violates Subsection (b) is liable for a
civil penalty, recoverable by a civil action, in an anount not to
exceed $500 for each violation. |In addition to the civil penalty,
t he conmm ssioner may suspend or revoke the |icense of an insurer or
agent for a wilful violation of Subsection (b).

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2017, 85th Leg., RS., Ch. 43 (S.B. 1012), Sec. 1, eff.
Sept enber 1, 2017.

Sec. 81.004. REPORT TO ATTORNEY GENERAL. The departnent shal
report to the attorney general, pronptly and in detail, any violation
of law relating to insurance conpani es or the business of insurance.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 82. SANCTI ONS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 82.001. DEFINITION. In this chapter, "authorization"
nmeans a permt, license, certificate of authority, certificate of
regi stration, or other authorization issued or existing under the
comm ssioner's authority or this code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 82.002. APPLICATION OF CHAPTER. (a) This chapter applies

to each conpany regul ated by the comm ssioner, including:

(1) a domestic or foreign, stock or nutual, life, health
or accident insurance comnpany;

(2) a donestic or foreign, stock or nutual, fire or
casual ty i nsurance conpany;

(3) a Mexican casualty conpany;

(4) a donestic or foreign Lloyd s plan insurer;

(5) a domestic or foreign reciprocal or interinsurance
exchange;

(6) a donestic or foreign fraternal benefit society;
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(7) a donestic or foreign title insurance conpany;
(8) a stipulated prem uminsurance conpany;
(9) a nonprofit |legal service corporation;
(10) a health mai ntenance organi zati on;
(11) a statew de nutual assessnent conpany;
(12) a local nutual aid association;
(13) a local nutual burial association;
(14) an association exenpt under Section 887.102;
(15) a nonprofit hospital, nmedical, or dental service
corporation, including a conpany subject to Chapter 842;
(16) a county mutual insurance conpany; and
(17) a farmnutual insurance conpany.
(b) This chapter also applies to:
(1) an agent of an entity described by Subsection (a); and
(2) an individual or a corporation, association,
partnership, or other artificial person who:
(A) is engaged in the business of insurance;
(B) holds an authorization; or
(© is regulated by the conm ssioner.
(c) The conm ssioner's authority under this chapter applies to
each form of authorization and each person or entity hol ding an
aut hori zati on.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 18, eff. June 1,
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.002, eff. Sept. 1
2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.010,
eff. April 1, 2009.

Acts 2017, 85th Leg., RS., Ch. 967 (S.B. 2065), Sec. 5.002, eff.
Sept enber 1, 2017.

Sec. 82.003. PROCEEDI NGS UNDER OTHER LAW The conmi ssioner's
authority under this chapter is in addition to any other authority to
enforce a sanction, penalty, fine, forfeiture, denial, suspension, or
revocati on otherw se authorized by | aw.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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SUBCHAPTER B. | MPGSI TI ON OF SANCTI ONS
Sec. 82.051. CANCELLATI ON OR REVOCATI ON OF AUTHORI ZATI ON.
After notice and opportunity for a hearing, the conm ssioner may
cancel or revoke an authorization if the holder of the authorization
is found to be in violation of, or to have failed to conply wth,
this code or a rule of the conm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 82.052. OTHER SANCTIONS. In addition to the cancellation
or revocation of an authorization under Section 82.051, the
conmi ssi oner may:

(1) suspend the authorization for a specified tine not to
exceed one year;
(2) order the holder of the authorization to cease and
desi st from
(A) the activity determned to be in violation of this
code or a rule of the comm ssioner; or
(B) the failure to conply with this code or a rule of
t he conm ssi oner;
(3) direct the holder of the authorization to pay an
adm ni strative penalty under Chapter 84;
(4) direct the holder of the authorization to make
restitution under Section 82.053; or
(5) take any conbination of those actions.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 82.053. RESTITUTION. (a) The comm ssioner may direct the
hol der of an authorization to nmake conplete restitution to each Texas
resident, each Texas insured, and each entity operating in this state
that is harmed by a violation of, or failure to conply with, this
code or a rule of the comm ssioner.

(b) The holder of the authorization shall make the restitution
in the formand anmount and within the period determ ned by the
conm ssi oner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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Sec. 82.054. CANCELLATION ON FAILURE TO COwPLY. If it is found
after hearing that a holder of an authorization has failed to conply
wi th an order issued under Section 82.052, the comm ssioner shal
cancel each authorization held by the hol der.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 82.055. |INFORVMAL DI SPCSITION. (a) The conm ssioner may
informal ly di spose of a matter under this subchapter by consent
order, agreed settlenment, stipulation, or default.

(b) An informal disposition may include a provision under which
the hol der of the authorization agrees to a sanction under this
subchapter with the express reservation that:

(1) the holder does not admt a violation of this code or
of arule; and
(2) the existence of a violation is in dispute.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 82. 056. NOTI CE TO OTHER STATES. The conmi ssi oner shal
give notice of an action taken under this subchapter to the insurance
conmi ssioner or other simlar officer of each state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 83. EMERGENCY CEASE AND DESI ST ORDERS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 83.001. DEFINITIONS. In this chapter:

(1) ™"Authorized person” neans an individual or entity
descri bed by Section 83.002.

(2) "Enmergency" means a sudden, urgent occurrence that
requires i medi ate acti on.

(3) "Unauthorized person” nmeans an individual or a
corporation, association, partnership, or other artificial person who
directly or indirectly does an act of insurance business that is:

(A) described by Section 101.051 or 101.052; and
(B) not done in accordance with specific authorization
of | aw.
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(4) "Unfair act" neans an unfair nethod of conpetition, an
unfair or deceptive act or practice, or an unfair claimsettlenent
practice as defined under Chapter 541 or 542 or a rul e adopted under
ei t her chapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 19, eff. June 1,
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.003, eff. Sept. 1
2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.011
eff. April 1, 2009.

Sec. 83.002. APPLICATION OF CHAPTER. (a) This chapter applies

to each conpany regul ated by the conm ssioner, including:

(1) a donestic or foreign, stock or mutual, life, health,
or accident insurance comnpany;

(2) a donestic or foreign, stock or mutual, fire or
casual ty i nsurance conpany;

(3) a Mexican casualty conpany;

(4) a donestic or foreign Lloyd' s plan insurer;

(5) a donestic or foreign reciprocal or interinsurance
exchange;

(6) a donmestic or foreign fraternal benefit society;

(7) a donestic or foreign title insurance conpany;

(8) a stipulated prem uminsurance comnpany;

(9) a nonprofit legal service corporation;

(10) a statew de nutual assessnent conpany;

(11) a local nutual aid association;

(12) a local nutual burial association;

(13) an association exenpt under Section 887.102;

(14) a nonprofit hospital, nedical, or dental service
corporation, including a conpany subject to Chapter 842;

(15) a county mutual insurance conpany; and

(16) a farmnutual insurance conpany.

(b) This chapter also applies to:

(1) an agent of an entity described by Subsection (a); and

(2) an individual or a corporation, association,
partnership, or other artificial person who:
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(A) is engaged in the business of insurance;
(B) holds a permt, certificate, registration, |icense,
or other authority under this code; or
(© is regulated by the conm ssioner.
(c) This chapter also applies to:
(1) a person appointed as a qualified inspector under
Section 2210. 254; and
(2) a person acting as a qualified inspector under Section
2210. 254 wi t hout being appointed as a qualified i nspector under
ei ther of those sections.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 20, eff. June 1,
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.004, eff. Sept. 1
2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.012,
eff. April 1, 2009.

Acts 2011, 82nd Leg., 1st CS., Ch. 2 (HB. 3), Sec. 1, eff.
Sept enber 28, 2011.

Acts 2015, 84th Leg., RS., Ch. 1073 (H B. 2439), Sec. 8, eff.
Septenber 1, 2015.

Acts 2017, 85th Leg., RS., Ch. 967 (S.B. 2065), Sec. 5.003, eff.
Septenber 1, 2017.

Sec. 83.003. RULES. The comm ssioner may adopt reasonable
rules to inplenent this chapter, including rules that provide, to the
extent possible, uniformty of procedures between this state and
other states, the United States, or the National Association of
| nsurance Conm ssi oners.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.004. PROCEEDI NGS UNDER OTHER LAW The commi ssi oner may
proceed solely under this chapter or under this chapter in
conjunction with other applicable | aw

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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SUBCHAPTER B. | SSUANCE OF ORDERS
Sec. 83.051. AUTHORITY OF COMW SSI ONER TO | SSUE ORDER.  (a)
The comm ssioner ex parte nay issue an energency cease and desi st
order if:
(1) the conm ssioner believes that:
(A) an authorized person engaging in the business of
i nsurance is:

(i) commtting an unfair act; or

(1i) in a hazardous condition or a hazardous
financial condition under Section 843.406 or Subchapter A, Chapter
404, as determ ned by the conm ssioner; or

(B) an unauthorized person:

(i) 1is engaging in the business of insurance in
viol ation of Chapter 101 or in violation of a rule adopted under that
chapter; and

(ii) does not neet a statutory exception or
exenption; and

(2) wth respect to conduct described by Subdivision
(1)(A), it appears to the comm ssioner that the all eged conduct:
(A) is fraudul ent;
(B) is hazardous or creates an imedi ate danger to the
public safety; or
(C is causing or can be reasonably expected to cause
public injury that:

(1) is likely to occur at any nonent;

(ii) 1s incapable of being repaired or rectified;
and

(tiit) bhas or is likely to have influence or effect.

(b) An order is final on the 61st day after the date it is
served, unless the affected person requests a hearing under Section
83. 053.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.013,
eff. April 1, 2009.

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 3, eff.
Sept enber 1, 2021.
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Sec. 83.052. NOTICE. (a) On issuance of an order under
Section 83.051, the conmm ssioner shall serve on the affected person
an order that:

(1) contains a statenment of the charges; and
(2) requires the person imedi ately to cease and desi st
fromthe acts, nethods, or practices stated in the order.

(b) The conm ssioner shall serve the order by registered or
certified mail, return receipt requested, to the affected person's
| ast known addr ess.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.053. REQUEST FOR HEARING. (a) A person affected by an
order is entitled to request a hearing to contest the order.

(b) The affected person nust request the hearing not |ater than
the 60th day after the date on which the person is served with an
order required by Section 83.052.

(c) A request to contest an order nust:

(1) be in witing;

(2) be directed to the comm ssioner; and

(3) state the grounds for the request to set aside or
nodi fy the order.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 4, eff.
Septenber 1, 2021.

Sec. 83.054. HEARING (a) On receiving a tinely request for a
heari ng under Section 83.053, the departnent shall docket the case at
the State O fice of Admi nistrative Hearings not |later than the 30th
day after the date the departnent receives the request.

(b) The hearing is subject to the procedures for contested
cases under Chapter 2001, CGovernnent Code.

(c) At the hearing, the person requesting the hearing nust show
why the order should not be affirned.

(d) Follow ng receipt of the proposal for decision fromthe
State Ofice of Adm nistrative Hearings regarding the hearing, the
comm ssioner shall affirm nodify, or set aside in whole or in part
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t he order.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 5, eff.
Septenber 1, 2021.

Sec. 83.055. EFFECT OF ORDER PENDI NG HEARI NG  Pending a
heari ng under this subchapter, an order continues in effect unless
the order is stayed by the comm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER C. ENFORCEMENT
Sec. 83.101. AUTHORITY OF COMWM SSIONER. I f the comm ssi oner

reasonably believes that a person has violated an order issued under
this chapter, the conm ssioner may:

(1) initiate proceedings under this subchapter to inpose an
adm ni strative penalty or direct restitution;

(2) refer the matter to the attorney general for
enf orcenment ;

(3) initiate a proceeding to revoke the person's
certificate of authority; or

(4) pursue another action the comm ssioner considers
appropri ate under applicable | aw.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.102. DETERM NATION OF VI OLATION. In determ ning
whet her an order has been viol ated, the conmm ssioner shall consider
t he mai nt enance of procedures reasonably adopted to ensure conpliance
with the order.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.103. HEARI NG ON ADM NI STRATI VE PENALTY. (a) |If the
commi ssi oner pursues action to inpose an adm nistrative penalty under
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Section 83.101(1), the conm ssioner shall serve on the person notice
of the time and place of a hearing to be held not earlier than the
21st day after the date the notice is received.

(b) The notice nust contain a statenent of the facts or conduct
all eged to violate the order

(c) The conmm ssioner shall serve the notice by registered or
certified mail, return receipt requested, to the person's |ast known
addr ess.

(d) The hearing is subject to the procedures for contested
cases under Chapter 2001, CGovernnent Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.104. | MPCSI TI ON OF ADM NI STRATI VE PENALTY;
RESTI TUTION. (a) After a hearing, if the conm ssioner determ nes
that an order has been viol ated, the comm ssioner nay:

(1) inpose an administrative penalty of $25,000 for each
act of violation;

(2) direct the person agai nst whomthe order was issued to
make conplete restitution to each Texas resident, Texas insured, and
entity operating in this state that is harnmed by the violation; or

(3) inpose the penalty and direct restitution.

(b) A person directed to nmake restitution shall nake the
restitution in the formand anmount and within the period determ ned
by the conm ssioner.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.105. FAILURE TO PAY PENALTY. |If a person fails to pay
a penalty assessed under this subchapter, the comm ssioner nay:
(1) refer the matter to the attorney general for
enforcenment; or
(2) ~cancel or revoke any permt, license, certificate of
authority, certificate of registration, or other authorization issued
under this code as provided by Chapter 82.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
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SUBCHAPTER D. JUDI Cl AL REVIEW JUDI Cl AL ACTI ON
Sec. 83.151. APPEAL. A person affected by an order of the
conmi ssi oner under Section 83.051 or 83.104 may appeal the order by
filing suit in a district court in Travis County not l|later than the
20th day after the date of the order

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.152. EFFECT OF PETI TI ON ON ORDER OR RELATED DECI SI ON.
A petition for appeal filed under Section 83.151 does not stay or
vacate an order or a decision nmade under Subchapter B unless the
court, after hearing, issues an order that specifically stays or
vacates the order or deci sion.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 83.153. JUDI Cl AL ACTI ON FOR ENFORCEMENT OF ORDER
ATTORNEY' S FEES. The departnment nay recover reasonable attorney's
fees if judicial action is necessary to enforce an order issued under
Section 83.051 or 83.104.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 84. ADM NI STRATI VE PENALTI ES
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 84.001. DEFINITION. In this chapter, "person" neans an
i ndi vidual, corporation, trust, partnership, association, or any
other legal entity.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.002. APPLI CATI ON OF CHAPTER TO ADM NI STRATI VE PENALTY.
(a) This chapter applies to each nonetary penalty the departnent or
commi ssi oner inposes under this code or another insurance |aw of this
st at e.

(b) For purposes of this chapter, each of the nonetary
penalties is an adm nistrative penalty.
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(c) This chapter applies to a nonetary penalty the departnent
or the comm ssioner of workers' conpensation inposes under Title 5,
Labor Code, only as provided by that title.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 265 (H.B. 7), Sec. 6.059, eff.
Sept enber 1, 2005.

Sec. 84.003. APPLI CATI ON OF ADM NI STRATI VE PROCCEDURE ACT. A
proceedi ng under this chapter is subject to Chapter 2001, Governnent
Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.004. RULEMAKI NG AUTHORITY. (a) The conmm ssioner nay
adopt and enforce reasonable rules that the conm ssioner determ nes
necessary to acconplish the purposes of this chapter.

(b) The conm ssioner nmay establish by rule the anpbunt of an
adm nistrative penalty to be inposed under Section 84.022 for a
specific violation.

(c) The existence or absence of a rule adopted under this
chapter does not limt the comm ssioner's authority to take any
action authorized by | aw

Added by Acts 2009, 81st Leg., R'S., Ch. 1029 (H.B. 4358), Sec. 1,
eff. June 19, 2009.

SUBCHAPTER B. | MPOSI TI ON OF ADM NI STRATI VE PENALTY
Sec. 84.021. | MPOSITION OF PENALTY. The conmi ssioner may

i npose an adm nistrative penalty on a person |licensed or regul ated
under this code or another insurance |aw of this state, including an
unaut hori zed person as defined by Section 83.001, who viol ates:

(1) this code;

(2) another insurance |aw of this state; or

(3) arule or order adopted under this code or another
i nsurance |law of this state.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 6, eff.
Sept enber 1, 2021.

Sec. 84.022. PENALTY AMOUNT. (a) The penalty for a violation
may not exceed $25,000, unless a greater or |esser penalty is
specified by this code or another insurance |law of this state.

(b) The amount of the penalty shall be based on:

(1) the seriousness of the violation, including:
(A) the nature, circunstances, extent, and gravity of
the violation; and
(B) the hazard or potential hazard created to the
heal th, safety, or economc welfare of the public;
(2) the economic harmto the public interest or public
confi dence caused by the violation;
(3) the history of previous violations;
(4) the amount necessary to deter a future violation;
(5) efforts to correct the violation;
(6) whether the violation was intentional; and
(7) any other matter that justice nmay require.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER C. PROCEDURAL REQUI REMENTS
Sec. 84.041. REPORT AND NOTI CE OF VI OLATI ON AND PENALTY. (a)
| f the departnent determ nes that a violation has occurred, the
departnment may issue to the comm ssioner a report that states the
facts on which the determnation is based and the departnent's
recommendati on on the inposition of an adm nistrative penalty,
i ncluding a recomendation on the anmobunt of the penalty.
(b) Not later than the 14th day after the date the report is
i ssued, the departnent shall give witten notice of the report to the
affected person. The notice may be given by certified mail. The
notice nust:
(1) include:
(A a brief summary of the alleged violation; and
(B) a statenent of the anmpbunt of the reconmmended
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penalty; and

(2) informthe person that the person has a right to a
hearing on the occurrence of the violation, the anmount of the
penalty, or both the occurrence of the violation and the anount of
t he penalty.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.042. PENALTY TO BE PAI D OR HEARI NG REQUESTED. (a) Not
| ater than the 20th day after the date the person receives the
notice, the person, in witing, may:

(1) accept the departnent’'s determ nati on and reconmended
adm ni strative penalty; or

(2) request a hearing on the occurrence of the violation,
t he anobunt of the penalty, or both the occurrence of the violation
and the amount of the penalty.

(b) If the person accepts the departnent's determ nation and
recommended penalty, the conmm ssioner by order shall approve the
determ nation and require the person to pay the recomended penalty.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.043. HEARING AND DECISION. (a) |If the person requests
a hearing or fails to respond in a tinely manner to the notice, the
departnment shall set a hearing and give notice of the hearing to the
per son.

(b) An admnistrative |law judge of the State Ofice of
Adm ni strative Hearings shall conduct the hearing.

(c) The admnistrative |aw judge shall nake findings of fact
and conclusions of |aw and pronptly issue to the comm ssioner a
proposal for a decision about the occurrence of the violation and the
amount of a proposed adm nistrative penalty.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.044. DECI SION BY COWM SSIONER.  (a) Based on the
findings of fact, conclusions of |aw, and proposal for decision, the
conmi ssi oner by order may:
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(1) find that a violation occurred and i npose an
adm ni strative penalty; or
(2) find that a violation did not occur.
(b) The notice of the comm ssioner's order nust include a
statenent of the right of the person to judicial review of the order.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.045. OPTIONS FOLLON NG DECI SI ON: PAY OR APPEAL. Not
|ater than the 30th day after the date the comm ssioner's order
becones final, the person shall:

(1) pay the admnistrative penalty; or

(2) file a petition for judicial review contesting the
occurrence of the violation or the ambunt of the penalty, or both,
and either pay or not pay the penalty.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.046. STAY OF ENFORCEMENT OF PENALTY. (a) A person who
files a petition for judicial review w thout paying the
adm nistrative penalty may, within the 30-day period prescribed by
Section 84. 045:
(1) stay enforcenent of the penalty by:

(A) paying the penalty to the court for placenent in an
escrow account; or

(B) giving the court a supersedeas bond approved by the
court that:

(1) is for the anmount of the penalty; and
(it) 1s effective until all judicial review of the
board's order is final; or
(2) request the court to stay enforcenent of the penalty
by:

(A filing with the court an affidavit stating that the
person is financially unable to pay the penalty and is financially
unabl e to give the supersedeas bond; and

(B) giving a copy of the affidavit to the comm ssioner
by certified mail.

(b) If the comm ssioner receives a copy of an affidavit under
Subsection (a)(2), the comm ssioner may file with the court, not
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|ater than the fifth day after the date the copy is received, a
contest to the affidavit. The court shall hold a hearing on the
facts alleged in the affidavit as soon as practicable and shall stay
the enforcenment of the penalty on finding that the alleged facts are
true. The person who files an affidavit has the burden of proving
that the person is financially unable to pay the penalty and to give
a supersedeas bond.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.047. COLLECTION OF PENALTY. [If the person does not pay
the adm nistrative penalty and the enforcenent of the penalty is not
stayed, the conm ssioner nmay refer the matter to the attorney general
for collection of the penalty.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.048. STANDARD OF JUDI Cl AL REVIEW The order of the
commi ssioner is subject to judicial review under the substantial
evi dence rul e.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.049. DECISION BY COURT. (a) |If the court sustains the
finding that a violation occurred, the court may uphold or reduce the
amount of the adm nistrative penalty and order the person to pay the
full or reduced anobunt of the penalty.

(b) If the court does not sustain the finding that a violation
occurred, the court shall order that a penalty is not owed.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.050. REM TTANCE OF PENALTY AND I NTEREST. (a) |If the
person paid the admi nistrative penalty and if the anount of the
penalty is reduced or the penalty is not upheld by the court, the
court shall order, when the judgnent becones final, that the
appropriate anmount plus accrued interest be remtted to the person.
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(b) The interest accrues at the rate charged on |loans to
depository institutions by the New York Federal Reserve Bank.

(c) The interest shall be paid for the period beginning on the
date the penalty is paid and ending on the date the penalty is
remtted.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 84.051. RELEASE OF BOND. (a) |If the person gave a
supersedeas bond and if the adm nistrative penalty is not upheld by
the court, the court shall order, when the judgnent becones final,

t he rel ease of the bond.

(b) If the person gave a supersedeas bond and if the anmount of
the penalty is reduced, the court shall order the rel ease of the bond
after the person pays the reduced anount.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 85. GENERAL CRI M NAL ENFORCEMENT
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 85.001. VICOLATION OF CERTAIN LAWS FOR VWHI CH PUNI SHVENT | S
NOT PROVIDED, OFFENSE. (a) A person commts an offense if the
person violates a |law of this state regulating the business of life,
fire, or marine insurance.

(b) Unless another penalty is provided by |law, an offense under
this section is a m sdeneanor punishable by a fine of not |ess than
$500 or nore than $1, 000.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. PROSECUTI ON OF OFFENSES
Sec. 85.051. VENUE FOR PROSECUTION. (a) A person who violates
t he Penal Code or a penal provision of this code while engaged in the
busi ness of insurance nmay be prosecuted in:
(1) Travis County; or
(2) a county in which prosecution is authorized under the
Code of Crimnal Procedure.
(b) Alaw limting regulation by the departnent under this code
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or another insurance |aw of this state does not restrict the
application of this section.

(c) This section controls if there is a conflict or anbiguity
bet ween this section and another provision of this code or another
i nsurance law of this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 85.052. ELECTION OF PROSECUTION. A person who commits an
of fense under this code may be prosecuted under this code or any
other law of this state under which the person nmay be prosecuted.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

CHAPTER 86. REVOCATI ON OR MODI FI CATI ON OF CERTI FI CATE OF AUTHORI TY;
AUTHORI TY TO BRI NG CERTAI N ACTI ONS
SUBCHAPTER A. REVOCATI ON OR MCDI FI CATI ON OF CERTI FI CATE
OF AUTHORI TY

Sec. 86.001. AUTHORITY TO REVOKE OR MODI FY CERTI FI CATE OF
AUTHORI TY. The comm ssioner may revoke or nodify a certificate of
authority if a condition or requirenment prescribed by |aw for
granting the certificate is no | onger satisfied.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 12, eff.
April 1, 2007.

Sec. 86.002. NOTICE OF I NTENT TO REVOKE OR MODI FY CERTI FI CATE
OF AUTHORITY. (a) The comm ssioner nmust notify an insurance carrier
in witing of the commssioner's intent to revoke or nodify the
carrier's certificate of authority.

(b) The conm ssioner nust provide the notice not |ater than the
10t h day before the date the revocation or nodification is to occur.

(c) The comm ssioner nust specifically state in the notice the
reason for the action.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 12, eff.
April 1, 2007.
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SUBCHAPTER B. AUTHORI TY TO BRI NG CERTAI N ACTI ONS
Sec. 86.051. AUTHORITY TO BRI NG ACTI ON FOR OR PROSECUTE
VI OLATI ON OF LAW The departnent, through the attorney general or an
attorney designated by the attorney general, nmay institute an action
relating to or initiate a prosecution for a violation of a | aw of
this state relating to insurance.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 12, eff.
April 1, 2007.

Sec. 86.052. AUTHORITY TO BRI NG ACTI ON TO CLOSE AFFAIRS OR
RESTRAI N BUSI NESS OF DOMESTI C | NSURANCE COVPANY. Only the departnent
may bring an action to:

(1) <close the affairs of an insurance conpany organi zed
under the laws of this state; or

(2) enjoin, restrain, or interfere with the prosecution of
t he busi ness of an insurance conpany organi zed under the laws of this
state.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 12, eff.
April 1, 2007.

CHAPTER 101. UNAUTHORI ZED | NSURANCE
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 101.001. STATE POLICY AND PURPCSE. (a) It is a state
concern that many residents of this state hold insurance policies
i ssued by persons or insurers who are not authorized to do insurance
business in this state and who are not qualified as eligible surplus
lines insurers under Chapter 981. These residents face often
i nsurnmount abl e obstacles in asserting legal rights under the policies
in foreign forunms under unfamliar |aws and rul es of practice.

(b) It is the policy of this state to protect residents agai nst
acts by a person or insurer who is not authorized to do insurance
business in this state by:

(1) maintaining fair and honest insurance narkets;

(2) protecting the premumtax revenues of this state;

(3) protecting authorized persons and insurers, who are
subject to strict regulation, fromunfair conpetition by unauthorized
persons and insurers; and
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(4) protecting against evasion of the insurance regul atory
laws of this state.
(c) The purpose of this chapter is to subject certain insurers
and persons to the jurisdiction of:
(1) the conm ssioner and proceedi ngs before the
conm ssi oner; and
(2) the courts of this state in suits by or on behal f of
the state or an insured or beneficiary under an insurance contract.
(d) It is also a concern that this state not becone a safe
har bor for persons or insurers engaged in the unauthorized business
of insurance in this state, regardl ess of whether the insureds or
ot her persons affected by the unauthorized business of insurance are
residents of this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 671, Sec. 1, eff. Sept. 1, 2001;
Acts 2001, 77th Leg., ch. 1419, Sec. 21, eff. June 1, 2003; Acts
2001, 77th Leg., ch. 1420, Sec. 11.005, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.014,
eff. April 1, 2009.

Sec. 101.002. DEFINITIONS. |In this chapter:
(1) "lInsurer" includes:
(A) a corporation, association, partnership, or
i ndi vi dual engaged as a principal in the business of insurance;
(B) an interinsurance exchange or mutual benefit
society; or
(© an insurance exchange or syndicate.
(2) "Unfair act" neans an unfair nethod of conpetition or
an unfair or deceptive act or practice as defined under Chapter 541
or a rule adopted under that chapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Amended by:
Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 2B. 015,

eff. April 1, 2009.

Sec. 101.003. | NSURANCE EXCHANGES AND SYNDI CATES; RULES. The
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commi ssi oner shall adopt rul es defining insurance exchanges and
syndi cates that are insurers for purposes of Section 101.002.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 101.004. UNCONSTI TUTI ONAL APPLI CATI ON PROH BI TED, NOTI CE
TO COM SSI ONER.  (a) Subject to Subsection (b), this chapter does
not apply to an insurer or other person to whom under the
constitution or statutes of the United States or the constitution of
this state, it may not apply.

(b) Before commrencing operations, an insurer or other person
claimng an exenption descri bed by Subsection (a) nust file with the
conmmi ssi oner :

(1) notice of the claim and
(2) docunents supporting the claim

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. BUSI NESS OF | NSURANCE; EXCEPTI ONS

Sec. 101.051. CONDUCT THAT CONSTI TUTES THE BUSI NESS OF
I NSURANCE. (a) |In this section, "nedical expense" includes
surgical, chiropractic, physical therapy, speech pathol ogy,
audi ol ogy, professional nental health, dental, hospital, or
optonetric expenses.

(b) The following acts in this state constitute the business of
insurance in this state:

(1) nmaking or proposing to nmake, as an insurer, an
i nsurance contract;

(2) making or proposing to make, as guarantor or surety, a
guaranty or suretyship contract as a vocation and not nerely
incidental to another legitimte business or activity of the
guarantor or surety;

(3) taking or receiving an insurance application;

(4) receiving or collecting any consideration for
i nsurance, including:

(A a premum

(B) a conmi ssion;

(© a nenbership fee
(D) an assessnent; or
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(E) dues;
(5) issuing or delivering an insurance contract to:
(A) aresident of this state; or
(B) a person authorized to do business in this state;

(6) directly or indirectly acting as an agent for or
ot herw se representing or assisting an insurer or person in:

(A) soliciting, negotiating, procuring, or effectuating
i nsurance or a renewal of insurance;

(B) dissemnating information relating to coverage or
rates;

(C© forwarding an insurance application;

(D) delivering an insurance policy or contract;

(E) inspecting a risk;

(F) setting a rate;

(G investigating or adjusting a claimor |oss;

(H transacting a matter after the effectuation of the
contract that arises out of the contract; or

(I') representing or assisting an insurer or person in
any other manner in the transaction of insurance with respect to a
subj ect of insurance that is resident, |ocated, or to be perfornmed in
this state;

(7) <contracting to provide in this state indemification or
expense rei mbursenment for a nedical expense by direct paynent,
rei mbursenment, or otherwise to a person domciled in this state or
for arisk located in this state, whether as an insurer, agent,
adm ni strator, trust, or funding mechani smor by another nethod;

(8) doing any kind of insurance business specifically
recogni zed as constituting insurance business within the neani ng of
statutes relating to insurance;

(9) doing or proposing to do any insurance business that is
i n substance equi val ent to conduct described by Subdivisions (1)-(8)
in a manner designed to evade statutes relating to insurance or a
cl ai med exception or exenption to insurance regulation; or

(10) any other transaction of business in this state by an
i nsurer.

(c) An act described by Subsection (b) by an unlicensed or
unaut hori zed person or insurer that occurs in this state and that
affects a person in another state or jurisdiction constitutes the
busi ness of insurance in this state.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amrended by Acts 2001, 77th Leg., ch. 671, Sec. 2, eff. Sept. 1, 2001;
Acts 2001, 77th Leg., ch. 1419, Sec. 22, eff. June 1, 2003; Acts
2001, 77th Leg., ch. 1420, Sec. 11.006, eff. Sept. 1, 2001.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 7, eff.
Sept enber 1, 2021.

Sec. 101.052. ADVERTI SI NG RELATI NG TO MEDI CARE SUPPLEMENT
BENEFI T PLANS. Wth respect to a Medicare suppl enent benefit plan
aut hori zed under Chapter 1652, the business of insurance in this
state includes using, creating, publishing, mailing, or dissemnating
in this state an advertisenent relating to an act that constitutes
t he busi ness of insurance under Section 101.051 unless the
advertisenment is used, created, published, nmailed, or dissem nated on
behal f of an insurer or person who:

(1) is authorized under this code to engage in the business
of insurance in this state;

(2) has actual know edge of the content of the
adverti sement;

(3) has authorized the advertisenent to be used, created,
publ i shed, mailed, or dissemnated on that insurer's or person's
behal f; and

(4) is clearly identified by name in the advertisenent as
t he sponsor of the advertisenent.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 23, eff. June 1
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.007, eff. Sept. 1
2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.016,
eff. April 1, 2009.

Sec. 101.053. APPLI CATI ON OF SUBCHAPTER. (a) Sections 101.051
and 101. 052 apply to an act whether performed by nmail or otherw se.
Venue for an act performed by mail is at the place where the matter
transmtted by mail is delivered and takes effect.
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(b) Sections 101.051 and 101.052 do not apply to:
(1) the lawful transaction of surplus lines insurance under
Chapt er 981,
(2) the lawful transaction of reinsurance by insurers;
(3) a transaction in this state that:

(A) involves a policy that:

(1) is lawfully solicited, witten, and delivered
outside this state; and

(1i) covers, at the tine the policy is issued, only
subj ects of insurance that are not resident, |ocated, or expressly to
be perfornmed in this state; and

(B) takes place after the policy is issued;

(4) a transaction:

(A) that involves an insurance contract independently
procured by the insured from an insurance conpany not authorized to
do insurance business in this state through negotiations occurring
entirely outside this state;

(B) that is reported; and

(© on which premumtax, if applicable, is paid in
accordance with Chapter 226;

(5) a transaction in this state that:

(A) involves group |ife, health, or accident insurance,
other than credit insurance, and group annuities in which the nmaster
policy for the group was lawfully issued and delivered in a state in
whi ch the insurer or person was authorized to do insurance business;
and

(B) is authorized by a statute of this state;

(6) an activity in this state by or on the sole behalf of a
nonadm tted captive insurance conpany that insures solely:

(A) directors' and officers' liability insurance for
the directors and officers of the conmpany's parent and affiliated
conpani es;

(B) the risks of the conmpany's parent and affiliated
compani es; or

(© both the individuals and entities described by
Par agraphs (A) and (B);

(7) the issuance of a qualified charitable gift annuity
under Chapter 102; or

(8) a lawful transaction by a servicing conpany of the
Texas workers' conpensation enployers' rejected risk fund under
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Section 4.08, Article 5.76-2, as that article existed before its
repeal .

(c) Subsection (b)(6) does not exenpt an insured or insurer
fromthe paynent of an applicable tax on prem um or from anot her
appl i cabl e provision of this code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 411, Sec. 1, eff. Sept. 1, 2001;
Acts 2001, 77th Leg., ch. 1419, Sec. 24,, eff. June 1, 2003; Acts
2001, 77th Leg., ch. 1420, Sec. 11.008, eff. Sept. 1, 2001; Acts
2003, 78th Leg., ch. 209, Sec. 9, eff. Cct. 1, 2003; Acts 2003, 78th
Leg., ch. 1274, Sec. 13, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.01, eff.
Sept enber 28, 2011

Sec. 101.054. EXCEPTION;, FULL-TIME SALARI ED EMPLOYEE. Section
101. 051(b) (6) does not prohibit a full-time salaried enpl oyee of a
corporate insured fromacting as an insurance manager or buyer in
pl aci ng i nsurance on behal f of:
(1) the enployee's enployer; or
(2) a parent or affiliated conpany of the enpl oyer.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 101.055. EXCEPTION;, CERTAIN ENTITIES THAT RElI MBURSE
MEDI CAL EXPENSES. (a) Section 101.051(b)(7) does not apply to:
(1) a program otherw se authorized by law that is
est abl i shed:
(A) by a political subdivision of this state;
(B) by a state agency; or
(© under Chapter 791, Governnent Code; or
(2) a nultiple enployer welfare arrangenent that is fully
insured as defined by 29 U S.C. Section 1144(b)(6).
(b) Notw thstandi ng Subsection (a)(2), the conm ssioner may
apply a law regul ati ng the business of insurance to a nmultiple
enpl oyer wel fare arrangenent described by that subdivision to the
extent that the | aw provides:
(1) standards requiring the maintenance of specified |levels
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of contributions that the plan, or a trust established under the
pl an, nmust neet to be considered able to pay benefits in full when
due; and

(2) provisions to enforce the standards descri bed by
Subdi vi sion (1).

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER C. PROCHI BI TI ON;, ENFORCEMENT
Sec. 101.101. DEFINITION. In this subchapter, "person" neans
an individual or entity that is a person for purposes of Section
541. 002.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.017,
eff. April 1, 2009.

Sec. 101.102. UNAUTHORI ZED | NSURANCE PRCHI BI TED. (a) A
person, including an insurer, may not directly or indirectly do an
act that constitutes the business of insurance under this chapter
except as authorized by statute.

(b) Wth respect to insurance of a subject that is resident,
| ocated, or to be performed in this state, this section does not
prohi bit an act perforned outside this state, including the
coll ection of premuns, by a person, including an insurer, authorized
to do business in this state if the transaction and insurance
contract otherwi se conply with statute.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 101.103. PONERS OF COW SSI ONER;, REMEDI ES FOR CERTAI N
CONDUCT. (a) If the comm ssioner has reason to believe a person,
including an insurer, has violated or is threatening to violate this
chapter or Chapter 226 or a rule adopted under this chapter or
Chapter 226, or that a person, including an insurer, violating this
chapter or Chapter 226 has engaged in or is threatening to engage in
an unfair act, the comm ssioner may:
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(1) issue a cease and desi st order;

(2) inmpose an adm nistrative penalty under Chapter 84;

(3) direct the person to nmake restitution;

(4) request the attorney general to recover a civil
penalty, seek restitution, or seek injunctive relief, or any
conbi nati on of those renedies, under this chapter or another |aw of
this state; or

(5) take any conbination of those actions.

(b) This section does not Iimt the departnent to the renedies
specified in this section. The departnent and this state nay choose
at any time, wthout regard to prior proceedings under this section,
any avail able renedy or action to imediately stop or enjoin a person
from engagi ng in the business of insurance wthout statutory
aut hori zati on.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 1274, Sec. 14, eff. April 1,
2005.
Amended by:

Acts 2021, 87th Leg., R S., Ch. 60 (S.B. 1809), Sec. 8, eff.
Septenber 1, 2021.

Sec. 101.104. REQUEST FOR I NFORMATION. (a) If the comm ssioner
or department has reason to believe that a person, including an
insurer, is perform ng an act described by Section 101. 051 or
101. 052, the conm ssioner or departnent may send the person or
insurer a witten request for information relating to that act.

(b) A person receiving an inquiry under Subsection (a) nust
respond to the inquiry in witing not |ater than the 15th day after
the day the person receives the inquiry. |f the departnment or
commi ssi oner receives witten notice fromthe person that additional
time is required to respond to the inquiry, the departnent or
comm ssioner shall grant a 10-day extension of the tinme to respond to
the inquiry.

(c) Failure of a person or insurer to provide the information
requested constitutes a violation under this chapter and may be used
as evidence to support the issuance of a cease and desi st order under
Chapter 83. The commi ssioner may adopt as findings of fact
al l egations made by the departnent in a hearing under Chapter 83 if
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t he departnent sought information on the allegations fromthe person
or insurer who is the respondent in the proceeding in a request for
informati on and the person or insurer failed, wholly or partly, to
respond to the request.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., R S., Ch. 60 (S.B. 1809), Sec. 9, eff.
Septenber 1, 2021.

Sec. 101.105. CIVIL PENALTY; RESTI TUTI ON AND | NJUNCTI VE RELI EF.
(a) A person or entity, including an insurer, that violates this
chapter or Chapter 226 is subject to a civil penalty of not nore than
$25, 000 for each act of violation and for each day of violation.

(b) The comm ssioner may request that the attorney general
institute a civil suit in a district court in Travis County for
injunctive relief to restrain a person or entity, including an
insurer, fromcontinuing a violation or threat of violation described
by Section 101.103(a). On application for injunctive relief and a
finding that a person or entity, including an insurer, is violating
or threatening to violate this chapter or Chapter 226, the district
court shall grant the injunctive relief and issue an injunction
wi t hout bond.

(c) On request by the conm ssioner, the attorney general shal
institute and conduct a civil suit in the nane of the state for
injunctive relief, to recover a civil penalty, for restitution, or
for any conbination of those renedies, as authorized under this
subchapter or another |law of this state.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2003, 78th Leg., ch. 1274, Sec. 15, eff. April 1
2005.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 10, eff.
Sept enber 1, 2021.

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 11, eff.
Septenber 1, 2021.

Sec. 101.106. CRIM NAL PENALTY. (a) A person, including an
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insurer, who intentionally, know ngly, or recklessly violates Section
101. 102 comm ts an of fense.

(b) An offense under this sectionis a felony of the third
degr ee.

(c) It is a defense to prosecution under this section that
Section 101.051 or 101.052, as applicable, by its terns does not
apply to the person charged.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2005, 79th Leg., Ch. 819 (S.B. 781), Sec. 1, eff. June 17,
2005.

SUBCHAPTER D. CONTESTED CASES; PRI OR PROCEEDI NGS; RULES
Sec. 101.151. POWNERS OF COW SSI ONER; NOTI CE OF HEARING (a)
The conm ssioner nmay set a hearing on whether to seek admi nistrative
relief under this chapter if the conm ssioner has reason to believe
t hat :
(1) an insurer or person has violated or is threatening to
violate this chapter or a rule adopted under this chapter; or
(2) an insurer or person acting in violation of this
chapter has engaged in or is threatening to engage in an unfair act.
(b) A proceeding under this chapter is a contested case for
pur poses of Chapter 2001, Governnent Code, and applicable rules.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amrended by Acts 2001, 77th Leg., ch. 1419, Sec. 25, eff. June 1
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.009, eff. Sept. 1
2001.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 13, eff.
Sept enber 1, 2021.

Sec. 101.154. ENFORCEMENT; REFERRAL TO ATTORNEY GENERAL. The
conmi ssioner may refer the matter to the attorney general for
enforcement if the comm ssioner has reason to believe that an insurer
or person has:

(1) violated an order issued under this chapter; or
(2) failed to pay an assessed penalty or restitution.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amrended by Acts 2001, 77th Leg., ch. 1419, Sec. 27, eff. June 1
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.011, eff. Sept. 1
2001.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 14, eff.
Sept enber 1, 2021.

Sec. 101.155. EFFECT OF PRI OR PROCEEDI NGS. The conmi ssi oner
and departnent may proceed under this chapter or any other applicable
| aw wi t hout regard to prior proceedings.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 101.156. RULES. The conm ssioner nay adopt reasonabl e
rul es necessary to inplenment this chapter

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 15, eff.
Septenber 1, 2021.

SUBCHAPTER E. | NSURANCE CONTRACTS W TH UNAUTHORI ZED | NSURERS

Sec. 101.201. VALID TY OF | NSURANCE CONTRACTS. (a) An
i nsurance contract, agreenent, or arrangenent prohibited by Section
101. 102, purported to be effective in this state and entered into by
an unaut hori zed insurer or person, is unenforceable by the
unaut hori zed i nsurer or person. A person who in any nmanner assisted
directly or indirectly in the procurenent, processing,
adm ni stration, clainms handling, adjusting, or clains paynent of the
contract, agreenent, or arrangenent is liable to the insured for the
full amount of a claimor |oss under the ternms of the contract,
agreenent, or arrangenent if the unauthorized insurer or person fails
to pay the claimor |oss.

(b) This section does not apply to insurance procured by a
Iicensed surplus lines agent froman eligible surplus lines insurer,
as defined by Chapter 981, and independently procured contracts of
i nsurance, as described in Section 101.053(b)(4), that are reported
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and on which premumtax is paid in accordance with Chapter 225 or
226 or to another arrangenent expressly authorized by |aw.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1420, Sec. 11.012, eff. Sept. 1
2001; Acts 2003, 78th Leg., ch. 1274, Sec. 16, eff. April 1, 2005.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 16, eff.
Septenber 1, 2021.

Sec. 101.202. ATTORNEY'S FEES. (a) In an action against an
unaut hori zed i nsurer or unauthorized person on a contract, agreenent,
or arrangenent of insurance issued or delivered in this state to a
resident of this state or to a corporation authorized to do business
inthis state, the court may award to the plaintiff a reasonable
attorney's fee if:

(1) the insurer or person failed, for at |east 30 days
after a demand nmade before the commencenent of the action, to nmake
paynent under the ternms of the contract, agreenment, or arrangenent;
and

(2) the failure to nake the paynent was vexatious and
wi t hout reasonabl e cause.

(b) An unauthorized insurer's or person's failure to defend an
action described by Subsection (a) is prim facie evidence that the
failure to make paynent was vexatious and w thout reasonabl e cause.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 1419, Sec. 28, eff. June 1,
2003; Acts 2001, 77th Leg., ch. 1420, Sec. 11.013, eff. Sept. 1
2001.
Amended by:

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 17, eff.
Septenber 1, 2021.

Sec. 101.203. | NVESTI GATION AND DI SCLOSURE. (a) If the
conmi ssi oner has reason to believe that insurance has been
ef fectuated by or for a person in this state with an unauthorized
person or insurer, the comm ssioner shall in witing order the person
t o:
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(1) produce for exam nation all insurance contracts and
ot her docunents evidencing insurance with both authorized and
unaut hori zed persons or insurers; and

(2) disclose to the comm ssioner:

(A) the amount of insurance;

(B) the nane and address of each insurer;

(C© the gross anobunt of prem uns paid or to be paid;
and

(D) the nane and address of each person assisting in
the solicitation, negotiation, or effectuation of the insurance.

(b) A person who fails to conply with a witten order under
Subsection (a) before the 31st day after the date of the order or who
wilfully makes a disclosure that is untrue, deceptive, or m sl eading
shall forfeit:

(1) $1,000; and

(2) an additional $1,000 for each day the person continues
to fail to conply after expiration of the 30-day period.

(c) This section does not apply to:

(1) a transaction in this state that:

(A) involves a policy that:
(1) is lawfully solicited, negotiated, witten, and
delivered outside this state; and
(1i) covers, at the tinme the policy is issued, only
subj ects of insurance that are not resident, |ocated, or expressly to
be perforned in this state; and
(B) takes place after the policy is issued; or

(2) surplus lines insurance procured through eligible

surplus lines insurers as defined by Section 981. 002.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.018,
eff. April 1, 2009.

Acts 2021, 87th Leg., RS., Ch. 60 (S.B. 1809), Sec. 18, eff.
Sept enber 1, 2021.

SUBCHAPTER G. REPORTI NG OF UNAUTHORI ZED | NSURANCE
Sec. 101.301. REPORTING REQU RED. (a) A person investigating
or adjusting a loss or claimon a subject of insurance in this state
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shall imediately report to the departnent an insurance policy or
contract that has been entered into by an insurer that is not
authorized to transact the insurance in this state.
(b) This section does not apply to:
(1) a transaction described by Section 101.053(b)(4); or
(2) surplus lines insurance procured through eligible
surplus lines insurers as defined by Section 981. 002.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2B.019,
eff. April 1, 2009.

SUBCHAPTER H. CERTAI N PROCEEDI NGS; BOND REQUI REMENTS
Sec. 101.351. DEFINITIONS. (a) |In this subchapter, "court
proceedi ng" includes an action or suit.
(b) The definition of "state" assigned by Section 311. 005,
Gover nment Code, does not apply in this chapter

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.

Sec. 101.352. APPLICABILITY. This subchapter applies only to a
court or adm nistrative proceedi ng agai nst an unaut hori zed person or
insurer in which the person or insurer was served under Section
804. 107.

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.

Sec. 101.353. BOND REQUI REMENT FOR COURT PROCEEDI NG (a)
Except as provided by Subsection (c), before an unauthorized person
or insurer may file a pleading in a court proceeding to which this
subchapter applies, the person or insurer nmust deposit cash or
securities or file a bond with good and sufficient sureties approved
by the court in an anount determ ned by the court as sufficient to
pay any final judgnent that may be rendered in the proceedi ng.

(b) An unauthorized person or insurer nmust file the deposit
required by this section with the clerk of the court in which the
proceedi ng i s pendi ng.
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(c) The court may issue an order waiving the deposit or bond
required by this section if the unauthorized person or insurer
denonstrates to the court's satisfaction that the person or insurer
mai ntai ns sufficient avail able funds or securities in a state in the
United States, in trust or otherw se, to satisfy any final judgnent
that nay be rendered in the proceeding.

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.

Sec. 101.354. BOND REQUI REMENT FOR ADM NI STRATI VE PROCEEDI NG
(a) Except as provided by Subsection (c), before an unauthorized
person or insurer may file a pleading in an adm nistrative proceeding
of the departnment to which this subchapter applies, the person or
insurer nust, if required by statute, deposit cash or securities or
file a bond with good and sufficient sureties approved by the
commi ssioner in an anmobunt determ ned by the commi ssioner as
sufficient to pay any final order that may be entered in the
pr oceedi ng.

(b) An unauthorized person or insurer rnust file the deposit
required by this section with the chief clerk of the departnent.

(c) The comm ssioner may issue an order waiving the deposit or
bond required by this section if the unauthorized person or insurer
denonstrates to the comm ssioner's satisfaction that the person or
insurer maintains sufficient available funds or securities in a state
in the United States, in trust or otherwi se, to satisfy any final
order that may be entered in the proceeding.

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.

Sec. 101.355. POSTPONEMENT. A court or the conm ssioner may
order any postponenent necessary to afford an unauthorized person or
insurer a reasonable opportunity to:

(1) conply with Section 101. 353 or 101. 354, as appropri ate;
and
(2) defend that court or adm nistrative proceeding.

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.
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Sec. 101.356. MOTION TO QUASH. Sections 101.353 and 101. 354 do
not prevent an unauthorized person or insurer fromfiling a notion to
quash a wit or to set aside service nade under Section 804.107 on
the ground that the person or insurer has not engaged in the business
of insurance as described by Section 101. 051.

Added by Acts 2001, 77th Leg., ch. 1419, Sec. 29, eff. June 1, 2003.

CHAPTER 102. CHARI TABLE G FT ANNUI TI ES
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 102.001. DEFINITIONS. |In this chapter:
(1) "Charitable gift annuity" nmeans an annuity:
(A) that is payable over the lives of one or two
i ndi vi dual s;
(B) that is made in return for the transfer of cash or
ot her property to a charitable organization; and
(© the actuarial value of which is I ess than the val ue
of the cash or other property transferred, with the difference in
t hose val ues being a charitabl e deduction for federal tax purposes.
(2) "Charitable organization” neans an entity described by:
(A) Section 501(c)(3), Internal Revenue Code of 1986;
or
(B) Section 170(c), Internal Revenue Code of 1986.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 102.002. QUALIFIED CHARI TABLE G FT ANNUI TY. A charitable
gift annuity is a qualified charitable gift annuity for purposes of
this chapter if it was issued before Septenber 1, 1995, or if it is:

(1) described by Section 501(m(5), Internal Revenue Code
of 1986; and

(2) issued by a charitable organization that on the date of
the annuity agreenent:

(A) has, exclusive of the assets funding the annuity
agreenent, a mni mum of $100,000 in unrestricted cash, cash
equi val ents, or publicly traded securities; and

(B) has been in continuous operation for at |east three
years or is a successor or affiliate of a charitable organization
that has been in continuous operation for at |east three years.
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Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER B. | SSUANCE OF CHARI TABLE G FT ANNUI TY
Sec. 102.051. NOT I NSURANCE; EFFECT OF CERTAIN LAWS. The

i ssuance of a qualified charitable gift annuity:

(1) does not constitute engaging in the business of
insurance in this state;

(2) does not violate Section 15.05 or 17.46, Business &
Commerce Code; and

(3) is not an unconscionable action or course of action for
pur poses of Section 17.50(a)(3), Business & Commerce Code.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER C. NOTI CE
Sec. 102.101. NOTICE TO DONOR. (a) A charitable organization
that issues a qualified charitable gift annuity shall give to the
donor, at the tinme an agreenent for a qualified charitable gift
annuity is entered into, witten notice that the annuity is not:
(1) insurance under the laws of this state;
(2) subject to regulation by the departnent; and
(3) protected by a guaranty association affiliated with the
depart nent.
(b) The notice nust be in a separate paragraph of the annuity
agreenment in a print size at |least as large as the print size
generally used in the agreenent.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 102.102. NOTICE TO DEPARTMENT. (a) A charitable
organi zation that issues qualified charitable gift annuities shal
notify the departnent's annuities division in witing not |ater than
the date on which the organi zation enters into the organization's
first qualified charitable gift annuity agreenent.
(b) The notice required by this section nust:
(1) be signed by an officer or director of the
or gani zati on;
(2) identify the organization; and
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(3) certify that:
(A) the organization is a charitable organization; and
(B) the annuities issued by the organi zation are
gualified charitable gift annuities.
(c) The charitable organization nmay not be required to submt
additional information except to determ ne appropriate penalties
under Section 102.104.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 102.103. EFFECT ON ANNU TY OF FAI LURE TO PROVI DE NOTI CE
A charitable gift annuity that otherw se neets the requirenents of
Section 102.002 is a qualified charitable gift annuity w thout regard
to whether the charitable organization that issues the annuity
conplies with the notice requirenents of this subchapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

Sec. 102.104. ENFORCEMENT OF NOTI CE REQUI REMENTS. (a) The
conmi ssioner may enforce the notice requirenents of this subchapter
by sending by certified mail, return receipt requested, a letter
demandi ng that the charitable organization conply with the notice
requirenments.

(b) The departnment may fine the charitable organization in an
amount not to exceed $1,000 for each qualified charitable gift
annuity agreenent issued by the organization until the tinme the
organi zation conplies wth this subchapter.

Added by Acts 1999, 76th Leg., ch. 101, Sec. 1, eff. Sept. 1, 1999.

SUBCHAPTER D. EFFECT OF CHARI TABLE G FT ANNUI TY I N LI TI GATI ON AND
CERTAI N OTHER PROCEEDI NGS
Sec. 102.151. |IMMUNITY. Any person or entity involved in the
i ssuance of a qualified charitable gift annuity shall have inmunity
fromsuit, including both a defense to liability and the right not to
bear the cost, burden, and risk of discovery and trial, as to any
cl ai m brought by or on behalf of the donor or the donor's heirs or
distributees alleging that the issuance of a charitable gift annuity
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constitutes engaging in the business of insurance in this state. An
interlocutory appeal may be taken if a court denies or otherw se
fails to grant a notion for summary judgnent that is based on an
assertion of the imunity provided in this section.

Added by Acts 2001, 77th Leg., ch. 1420, Sec. 11.015(a), eff. Sept.
1, 2001.

Sec. 102.152. TREATMENT OF ANNUI TY AS CHARI TABLE G FT ANNUI TY;
ESTOPPEL. In any litigation or other proceeding brought by or on
behal f of a donor or the donor's heirs or distributees, an annuity
that the donor has treated as a charitable gift annuity in a filing
with the United States Internal Revenue Service shall be considered
to be a charitable gift annuity issued by a charitable organization,
as described by Subchapters A and B and Section 101. 053(b).

Added by Acts 2001, 77th Leg., ch. 1420, Sec. 11.015(a), eff. Sept.
1, 2001.

SUBTI TLE C. PROGRAMS AFFECTI NG MULTI PLE LI NES OF | NSURANCE
CHAPTER 151. CONSOLI DATED | NSURANCE PROGRAMS
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 151.001. DEFINITIONS. 1In this chapter:

(1) "Consolidated insurance program nmeans a program under
whi ch a principal provides general liability insurance coverage,
wor kers' conpensati on insurance coverage, or both that are
incorporated into an insurance programfor a single construction
project or nultiple construction projects.

(2) "Construction project” means construction, renodeling,
mai nt enance, or repair of inprovenments to real property. The term
i ncludes the inmedi ate construction |ocation and areas incidental and
necessary to the work as defined in the construction contract
docunents. A construction project under this chapter does not
include a single famly house, townhouse, duplex, or |and devel opnent
directly related thereto.

(3) "Contractor" nmeans any person who has entered into a
construction contract or a professional services contract and is
enrolled in the consolidated insurance program

(4) "daint includes a loss or liability for a claim
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damage, expense, or governnentally inposed fine, penalty,
adm ni strative action, or other action.

(5) "Construction contract" neans a contract, subcontract,
or agreenent, or a performance bond assuring the performance of any
of the foregoing, entered into or nade by an owner, architect,
engi neer, contractor, construction manager, subcontractor, supplier,
or material or equipnent |essor for the design, construction,
alteration, renovation, renodeling, repair, or maintenance of, or for
the furnishing of material or equipnment for, a building, structure,
appurtenance, or other inprovenent to or on public or private real
property, including noving, denolition, and excavation connected with
the real property. The termincludes an agreenent to which an
architect, engineer, or contractor and an owner's |ender are parties
regardi ng an assignment of the construction contract or other
nodi fi cations thereto.

(6) "Indemitor" neans a party to a construction contract
that is required to provide indemification or additional insured
status to another party to the construction contract or to a third
party.

(7) "lInsurer" has the neaning assigned by Section 560.001.

(8 "Principal" nmeans the person who procures the insurance
policy under a consolidated i nsurance program

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H. B. 2093), Sec. 1
eff. January 1, 2012.

Sec. 151.002. RULES. The conmm ssioner shall adopt rules as
necessary to inplenent and enforce this subchapter and Subchapter B

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H B. 2093), Sec. 1
eff. January 1, 2012.
Amended by:

Acts 2015, 84th Leg., RS., Ch. 427 (S.B. 1081), Sec. 1, eff.
January 1, 2016.

Sec. 151.003. | NFORVATI ON REQUI RED TO BE PROVI DED BY PRI NCl PAL
BEFORE ENTERI NG CONSTRUCTI ON CONTRACT. |If a construction contract
requires a person to enroll in a consolidated insurance program not
|ater than the 10th day before the date a principal enters into the
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contract with the person, the principal shall provide the follow ng
i nformati on about the consolidated insurance programto the person:

(1) contact information, including phone nunber and e-nail
address, for:

(A) the program adm nistrator

(B) the principal's risk manager; and

(C© the insurer's contact person for filing a claimfor
each type of insurance coverage provided in the program

(2) the criteria for eligibility of enrollnment into the
progr am

(3) a description of the project site covered by the
program cover ages;

(4) a sunmary of insurance coverages to be provided to the
contractor under the program including:

(A) the policy formnunber and issuing organization if
the policy is a standardi zed i nsurance policy or, if the policy is
not standardi zed, a sanple policy form

(B) per occurrence and aggregate limts of insurance
coverages and any sublimts that may apply;

(C termof coverages for each limt and sublimt, if
any; and

(D) any naterial endorsenents to the policy described
under Paragraph (A);

(5 a summary of insurance coverages to be provided by the
contractor;

(6) instructions on how to include or exclude costs of
i nsurance provided by the programin the person's proposal for work
on the construction project;

(7) a description of the audit or clains procedures related
to the programthat may result in additional cost to a contractor
i ncludi ng the nethod of cal culation for any assessnment charged to a
contractor related to the principal's paynent of a policy deductible
and any ot her specific cost anounts; and

(8) a description of a contractor's duties related to
reporting:

(A) payroll and retention of docunentation; and

(B) <clains and participation in safety inspections and
i nci dent reporting.

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
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January 1, 2016.

Sec. 151.004. | NFORVATI ON REQUI RED TO BE PROVI DED BY CONTRACTOR
BEFORE ENTERI NG CONSTRUCTI ON CONTRACT. |If a construction contract
requires a person to enroll in a consolidated insurance program not
|ater than the 10th day before the date a contractor enters into the
contract with the person, the contractor nust provide to the person,
in an accurate form the information listed in Section 151. 003 that
the contractor received under that section

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

Sec. 151.005. RELI ANCE ON | NFORVATI ON PROVI DED. The
i nformation required under Section 151.003 nust be accurate, and a
person who receives the information under Section 151.003 or 151. 004
may justifiably rely on the information to deci de whether to enter
into the construction contract.

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

Sec. 151.006. FAILURE TO FURNISH. (a) A person may not be
required to enter into a construction contract that requires
enroll ment in a consolidated insurance programunless the person is
provided the information in conpliance with Section 151. 003 or
151. 004, as applicable. |If the information required under Section
151.003 is not provided to a person within the 10-day period under
Section 151.003 or 151.004, as applicable, the person may el ect not
to enroll in the consolidated insurance program

(b) If a person elects not to enroll in the consolidated
I nsurance program under Subsection (a), a principal or contractor may
provi de the person with the information required under Section
151. 003 after the 10-day period under Section 151.003 or 151.004, as
applicable. The person nust el ect whether to enroll in the
consol i dated i nsurance programnot |later than the 10th day after the
date that the information is provided under this subsection

(c) If a person elects not to enroll in the consolidated
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i nsurance program under Subsection (a) or (b) and enters into a
construction contract for the construction project, the person nust
obtai n i nsurance coverage for the person's work on the project that
substantially conplies with the coverage terns and liability limts
i nposed for other persons who work on the construction project but
who are not insured under the consolidated i nsurance program

(d) The principal or contractor, as applicable, shal
conpensate a person with whomthe principal or contractor contracts
and who obtains insurance coverage under Subsection (c) for the
actual cost of that insurance coverage.

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

Sec. 151.007. REQUEST FOR | NSURANCE POLI CY; DEADLINE TO
PROVIDE. (a) A contractor may request in witing fromthe
principal, or fromthe party wth which the contractor has a direct
contractual relationship, a conplete copy of the insurance policy
t hat provi des coverage for the contractor under the consoli dated
i nsurance program

(b) The copy described by Subsection (a) nmust be provided to
the requesting contractor not |ater than the |ater of:

(1) the 30th day after the date the request was sent; or

(2) the 60th day after the date the contractor's work
covered by the consolidated i nsurance program begins on the
construction project.

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

Sec. 151.008. FAILURE TO PROVI DE | NSURANCE POLICY. It is a

mat eri al breach of a contractor's construction contract if a conplete
copy of the insurance policy requested by the contractor under
Section 151.007 is not provided before the |ater of:

(1) the 75th day after the date the request was sent; or

(2) the 90th day after the date the contractor's work
covered by the consolidated i nsurance program begins on the
construction project.
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Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

Sec. 151.009. ELECTRONI C DELI VERY. (a) On a person's express
request, a principal or contractor shall provide information under
this subchapter in hard copy witten form

(b) If a person does not expressly request information be
provided in hard copy witten form the principal or contractor may
conply with the requirenents of this chapter by:

(1) transmtting the information by facsimle or e-mail; or
(2) allowng access to the information on the principal's,
or the principal's agent's, Internet website.

Added by Acts 2015, 84th Leg., R S., Ch. 427 (S.B. 1081), Sec. 2, eff.
January 1, 2016.

SUBCHAPTER B. CGENERAL REQUI REMENTS
Sec. 151.051. DURATI ON OF GENERAL LI ABILITY COVERAGE. A
consol i dat ed i nsurance programthat provides general liability
I nsurance coverage nust provide conpl eted operations insurance
coverage for a policy period of not |ess than three years.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H. B. 2093), Sec. 1
eff. January 1, 2012.

SUBCHAPTER C. REQUI REMENTS RELATED TO | NDEMNI FI CATI ON
Sec. 151.101. APPLICABILITY. (a) This subchapter applies to a
construction contract for a construction project for which an
indemmitor is provided or procures insurance subject to:
(1) this chapter; or
(2) Title 10.
(b) Subsection (a) applies regardl ess of whether the insurance
is provided or procured before or after execution of the contract.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H. B. 2093), Sec. 1
eff. January 1, 2012.
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Sec. 151.102. AGREEMENT VO D AND UNENFORCEABLE. Except as
provi ded by Section 151.103, a provision in a construction contract,
or in an agreenent collateral to or affecting a construction
contract, is void and unenforceabl e as agai nst public policy to the
extent that it requires an indemitor to indemify, hold harm ess, or
defend a party, including a third party, against a claimcaused by
t he negligence or fault, the breach or violation of a statute,
ordi nance, governnental regulation, standard, or rule, or the breach
of contract of the indemitee, its agent or enployee, or any third
party under the control or supervision of the indemitee, other than
the indemitor or its agent, enployee, or subcontractor of any tier.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H B. 2093), Sec. 1
eff. January 1, 2012.

Sec. 151.103. EXCEPTION FOR EMPLOYEE CLAIM  Section 151.102
does not apply to a provision in a construction contract that
requires a person to indemify, hold harm ess, or defend anot her
party to the construction contract or a third party against a claim
for the bodily injury or death of an enployee of the indemitor, its
agent, or its subcontractor of any tier.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H B. 2093), Sec. 1
eff. January 1, 2012.

Sec. 151.104. UNENFORCEABLE ADDI TI ONAL | NSURANCE PROVI SI ON.

(a) Except as provided by Subsection (b), a provision in a
construction contract that requires the purchase of additional

i nsured coverage, or any coverage endorsenent, or provision within an
i nsurance policy providing additional insured coverage, is void and
unenforceable to the extent that it requires or provides coverage the
scope of which is prohibited under this subchapter for an agreenent
to indemify, hold harml ess, or defend.

(b) This section does not apply to a provision in an insurance
policy, or an endorsenent to an insurance policy, issued under a
consol i dated i nsurance programto the extent that the provision or
endorsenent |ists, adds, or deletes nanmed i nsureds to the policy.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H B. 2093), Sec. 1,
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eff. January 1, 2012.

Sec. 151.105. EXCLUSIONS. This subchapter does not affect:

(1) an insurance policy, including a policy issued under an
owner-control |l ed or owner-sponsored consol i dated i nsurance program or
a contractor-controlled or contractor-sponsored consol i dat ed
i nsurance program except as provided by Section 151. 104;

(2) a cause of action for breach of contract or warranty
t hat exists independently of an indemity obligation, including an
indemmity obligation in a construction contract under a construction
project for which insurance is provided under a consolidated
i nsurance program

(3) indemity provisions contained in |oan and financing
docunents, other than construction contracts to which the contractor
and owner's | ender are parties as provided under Section 151.001(5);

(4) general agreenents of indemity required by sureties as
a condition of execution of bonds for construction contracts;

(5) the benefits and protections under the workers
conpensation laws of this state;

(6) the benefits or protections under the governnental
immunity |aws of this state;

(7) agreements subject to Chapter 127, Cvil Practice and
Renedi es Code;

(8) a license agreenent between a railroad conpany and a
person that permts the person to enter the railroad conpany's
property as an accommodation to the person for work under a
construction contract that does not primarily benefit the railroad
conpany;

(9) an indemity provision pertaining to a claimbased upon
copyright infringenent;

(10) an indemity provision in a construction contract, or
in an agreenent collateral to or affecting a construction contract,
pertaining to:

(A) a single famly house, townhouse, duplex, or |and
devel opnent directly related thereto; or
(B) a public works project of a nunicipality; or

(11) a joint defense agreenent entered into after a claim

i's made.
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Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H B. 2093), Sec. 1
eff. January 1, 2012.

SUBCHAPTER D. NONWAI VER
Sec. 151.151. NOWAIVER A provision of this chapter may not
be wai ved by contract or otherw se.

Added by Acts 2011, 82nd Leg., R S., Ch. 1292 (H. B. 2093), Sec. 1
eff. January 1, 2012.

TI TLE 3. DEPARTMENT FUNDS, FEES, AND TAXES
SUBTI TLE A. GENERAL PROVI SI ONS
CHAPTER 201. COLLECTI ON OF REVENUE AND ADM NI STRATI ON OF FUNDS
SUBCHAPTER A. GENERAL PROVI SI ONS

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 201.001. TEXAS DEPARTMENT OF | NSURANCE OPERATI NG ACCOUNT.
(a) The Texas Departnent of Insurance operating account is an
account in the general revenue fund. The account includes the
fol | ow ng:

(1) taxes and fees received by the conmm ssioner or
conptroller that are required by this code to be deposited to the
credit of the account; and

(2) noney or credits received by the departnent or
conmmi ssioner from sal es, reinbursenents, and fees authorized by | aw
ot her than this code, including noney or credits received from

(A) charges for providing copies of public information
under Chapter 552, CGovernnent Code;

(B) the disposition of surplus or salvage property
under Subchapters C and D, Chapter 2175, CGovernment Code;

(C© the sale of publications and other printed materi al
under Section 2052.301, CGovernnent Code;

(D) mscellaneous transactions and sources under
Section 403.011 or 403.012, CGovernnent Code;

(E) charges for postage spent to serve |egal process
under Section 17.025, Cvil Practice and Renedi es Code;

(F) the conptroller involving warrants for which
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paynent is barred under Chapter 404, Governnent Code;

(G sales or reinbursenents authorized by the Genera
Appropriations Act; and

(H the sale of property purchased with noney fromthe
account or a predecessor fund or account.

(b) The comm ssioner shall adm nister noney in the account and
may spend noney fromthe account in accordance with state |aw, rules
adopted by the comm ssioner, and the General Appropriations Act.

(c) Money deposited to the credit of the account may be used
for any purpose for which noney in the account is authorized to be
used by | aw.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.002. ACCOUNTI NG PROCEDURE. The comm ssi oner shal
mai ntain a procedure to account for the receipt, disbursenment, and
al l ocation of noney deposited in the Texas Departnent of |nsurance
operating account, including recordkeepi ng procedures adequate for:

(1) the conm ssioner or conptroller, as applicable, to
adj ust the tax assessments and fee schedul es as authorized by this
code; and

(2) the state auditor to determ ne the source of al
recei pts and expenditures.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.003. REFUNDS. |If the departnment determ nes that a
person, firm or corporation through m stake of |aw or fact
erroneously paid or overpaid a fee or other anmount of noney,
including any interest or penalty, adm nistered or collected by the
departnment, the departnment nmay refund the erroneous paynent or
over paynment by warrant on the state treasury fromany funds
appropriated for that purpose.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.004. ELECTRONIC TRANSFERS. (a) The conm ssioner
shal | adopt rules for the electronic transfer of any fee, guarantee
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fund, or other noney owed to or held for the benefit of this state
that the departnent has the responsibility to adm nister under this
code or another insurance |law of this state.

(b) The conm ssioner shall require the electronic transfer of
any anount held or owed that exceeds $500, 000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.005. TRANSFER OF SECURITIES. (a) A transfer by the
department of any security that is held in any way by the departnent
is not valid unless the transfer is countersigned by the conptroller.

(b) The conptroller shall:

(1) countersign any security transfer presented by the
depart nment ;
(2) keep a record of all transfers that includes:
(A) the nane of the transferee, unless the security is
transferred in blank; and
(B) a description of the security;
(3) when countersigning a security transfer, advise the
conpany concerned by mail of the details of the transaction; and
(4) state, in the conptroller's annual report to the
| egi sl ature, the countersigned transfers and the anmount of the
transfers.

(c) To verify the correctness of records:

(1) the departnment is entitled to free access to the
conptroller's records kept under Subsection (b); and

(2) the conptroller is entitled to free access to the books
and ot her departnent docunents relating to securities held by the
depart nment.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

SUBCHAPTER B. ADM NI STRATI ON

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 201.051. POWNERS AND DUTI ES OF COWTROLLER. (a) Except as
ot herwi se provided by this code or another insurance |aw of this
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state, the conptroller shall adm nister and enforce the provisions of
this code and other insurance laws of this state that relate to the
adm ni stration, collection, and reporting of taxes and certain fees
and assessnents inposed under this code or another insurance |aw of
this state, as specifically provided by this code.

(b) The conptroller may:

(1) adopt rules to inplenent the adm nistrati on,
collection, reporting, and enforcenent responsibilities assigned to
the conptroller under this code or another insurance |law of this
state; and

(2) prescribe appropriate report forns, establish or alter
tax report due dates not otherw se specifically prescribed by this
code or another insurance law of this state, and otherw se adapt the
functions transferred to the conptroller under Chapter 685, Acts of
the 73rd Legislature, Regular Session, 1993, to increase efficiency
and cost-effectiveness.

(c) A rule adopted by the conptroller that relates to the
adm ni stration, collection, reporting, or enforcenent of taxes
i nposed under this code prevails over a conflicting rule, policy, or
procedure established by the departnment, the conm ssioner, or
ot herw se.

(d) Subtitles A and B, Title 2, Tax Code, apply to the
adm ni stration, collection, and enforcenent by the conptroller of
taxes and certain fees and assessnments under this code or another
i nsurance law of this state. Except as otherw se provided by this
code, the powers granted to the conptroller under those provisions of
the Tax Code do not limt and are exclusive of the powers granted to
t he departnent or the comm ssioner in relation to other fees and
assessnents under this code.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.052. REIMBURSEMENT. (a) The departnent shal
rei nburse the appropriate portion of the general revenue fund for the
anount of expenses incurred by the conptroller in adm nistering taxes
i nposed under this code or another insurance |aw of this state.

(b) The conptroller shall certify to the comm ssioner the total
anount of expenses estimated to be required to performthe
conptroller's duties under this code or another insurance |aw of this
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state for each fiscal biennium The conptroller shall provide copies
of the certification to the budget division of the governor's office
and to the Legislative Budget Board.

(c) The amount certified by the conptroller shall be
transferred fromthe Texas Departnent of Insurance operating account
to the appropriate portion of the general revenue fund. It is the
| egislature's intent that noney in the Texas Departnent of |nsurance
operating account to be transferred under this subsection should
reflect the revenues from mai nt enance taxes paid by insurers under
this code or another insurance |law of this state.

(d) In setting maintenance taxes for each fiscal year, the
comm ssioner shall ensure that the anmount of taxes inposed is
sufficient to fully reinburse the appropriate portion of the general
revenue fund for the anmbunt of expenses incurred by the conptroller
in adm ni stering taxes inposed under this code or another insurance
| aw of this state.

(e) If the amobunt of nmintenance taxes collected is not
sufficient to reinburse the appropriate portion of the general
revenue fund for the anount of expenses incurred by the conptroller,
ot her nmoney in the Texas Departnent of |nsurance operating account
shall be used to reinburse the appropriate portion of the general
revenue fund.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.053. COOPERATI ON BETWEEN DEPARTMENT AND COVPTROLLER.
The comm ssioner and the conptroller shall cooperate fully in
perform ng their respective duties under this code or another
i nsurance |law of this state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.054. | NFORVATI ON SHARI NG, FEDERAL | DENTI FI CATI ON
NUMBERS. (a) The departnment shall conply with each reasonabl e
request fromthe conptroller relating to the sharing of information
gat hered or conpiled in connection with functions the conptroller
performs under this code or another insurance |aw of this state.

(b) The departnment shall maintain a record of the federa
identification nunmber of each entity subject to regulation under this
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code or another insurance law of this state and shall include the
appropriate nunber in any comrunication to or information shared with
the conptroller relating to that entity.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 201.055. FILING DATE OF REPORT OR PAYMENT DELI VERED BY
POSTAL SERVI CE. Except as otherw se specifically provided, for a
report, including a tax report, or paynent that is required to be
filed or made in the offices of the conptroller and that is delivered
by the United States Postal Service to the offices of the conptroller
after the date on which the report or paynent is required to be filed
or nmade, the date of filing or paynent is the date of:

(1) the postal service postmark stanped on the cover in
whi ch the report or paynent is mailed; or

(2) any other evidence of mailing authorized by the postal
service reflected on the cover in which the report or paynent is
mai | ed.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 202. FEES
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 202.001. APPLICABILITY OF CHAPTER  Except as provi ded by
Section 202.052, the insurers that are subject to a fee inposed under
this chapter include:
(1) stock insurance conpani es;
(2) nutual insurance conpanies;
(3) local nmutual aid associations;
(4) statew de nmutual assessnent conpanies;
(5) group hospital service corporations; and
(6) stipulated prem um conpani es.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 202.002. DETERM NATION OF FEES. The departnent shall,
subject to the limts established by this chapter, set the anount of
the fees inposed under this chapter.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 202.003. FEES FOR COPIES. (a) The departnent shall set
and collect a fee for copying any paper of record with the
departnent. The fee shall be set in an anpbunt sufficient to
reinburse the state for the actual expense.

(b) The departnment nmay meke and distribute copies of a paper
containing rating informati on without charge or for a fee that the
commi ssi oner considers appropriate for adm nistering the prem um
rating | aws by properly distributing rating information.

(c) This section does not affect Article 5.29.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 202.004. REDUCED FEES FOR CERTAI N I NSURERS. An insurer to
which this chapter applies that had gross prem umreceipts of |ess
t han $450, 000, according to the insurer's annual statenent for the
precedi ng year endi ng Decenber 31, is required to pay only one-half
the amount of a fee otherwise required to be paid under this chapter

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

SUBCHAPTER B. SPECI FI C MAXI MUM FEES
Sec. 202.051. CENERAL FEES | MPOSED ON | NSURERS. The depart nment
shal | inpose and receive fees for the use of the state from each
authorized insurer witing insurance in this state. The anount of
the fees may not exceed:
(1) for filing an anmendnent to a certificate of authority
if the charter is not amended $100;
(2) for affixing the official seal and certifying to the
seal $20;
(3) for reservation of nanme $200;
(4) for renewal of reservation of name $50;
(5) for filing an application for adm ssion of a foreign or
alien insurer $4, 000;
(6) for filing an original charter of an insurer, including
i ssuance of a certificate of authority $3,000;
(7) for filing an anendnment to a charter if a hearing is
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held $500;

(8) for filing an anendnment to a charter if a hearing is
not held $250;

(9) for filing a designation of an attorney for service of
process or an anmendnent of a designation $50;

(10) for filing a copy of a total reinsurance agreenent

$1, 500;

(11) for filing a copy of a partial reinsurance agreenent
$300;

(12) for accepting a security deposit $200;

(13) for substitution or amendnment of a security deposit
$100;

(14) for certification of a statutory deposit $20;

(15) for filing a notice of intent to | ocate books and
records outside this state under Chapter 803 $300;

(16) for filing a statenment under Subchapters D and E
Chapter 823, for the first $9.9 mllion of the consideration
$1, 000;

(17) for filing a statenment under Subchapters D and E
Chapter 823, if the anpbunt of the consideration exceeds $9.9 nmillion

an additional $500 for each additional $10 million of the

consi deration that exceeds $9.9 mllion, but not nore than a total
amount of $10, 000 under this subdivision and Subdi vision (16);

(18) for filing a registration statenment under Subchapter
B, Chapter 823 $300;

(19) for filing for review under Subchapter C, Chapter 823,
or Subchapter L, Chapter 884 $500;

(20) for filing a direct reinsurance agreenment under
Subchapter K, Chapter 884 $300;

(21) for filing for approval of a merger under Chapter 824
$1, 500;

(22) for filing for approval of reinsurance under Chapter
828 $1, 500;

(23) for filing restated articles of incorporation for a
donestic, foreign, or alien insurer $500;

(24) for filing a joint control agreenment $100;

(25) for filing a substitution or anendnent to a joint
control agreenent $40; and

(26) for filing a change of attorney in fact $500.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 202.052. FEES | MPOSED ON CERTAI N | NSURERS. (a) The
departnent shall inpose and the conptroller shall collect a fee for
the use of the state fromeach authorized insurer witing a class of
i nsurance that may be witten by an insurer operating under Chapter
841 for filing of the insurer's annual statement. The anmount of the
fee may not exceed $500.

(b) Subtitles A and B, Title 2, Tax Code, apply to a fee
col l ected under this section.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 1039 (H. B. 1849), Sec. 1, eff.
Septenber 1, 2007.

SUBCHAPTER C. DEPOSI T AND USE OF FEES
Sec. 202.101. DEPCSIT AND USE OF FEES GENERALLY. Ampunts

col l ected under Section 202.051:

(1) shall be deposited to the credit of the Texas
Depart nment of |nsurance operating account; and

(2) may be appropriated only for the use and benefit of the
departnent as provided by the General Appropriations Act to pay
sal ari es and ot her expenses arising fromand in connection with
i nvestigations of violations of the insurance |laws of this state and
the exam nation or licensing of insurers.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 202.102. DEPCSIT AND USE OF CERTAIN OTHER FEES. Anounts

coll ected by the conptroller under Section 202.052:

(1) shall be deposited to the credit of the general revenue
fund; and

(2) are available for appropriation to the departnent as
provi ded by the General Appropriations Act to pay sal aries and ot her
expenses arising frominvestigations of violations of the insurance
laws of this state and the exam nation or |icensing of insurers.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 203. GENERAL PROVI SI ONS RELATI NG TO TAXES
Sec. 203.001. LIMTATION ON CERTAI N ADDI TI ONAL TAXES. (a)
This section applies to:

(1) an insurer authorized to engage in the business of
insurance in this state other than an eligible surplus lines insurer;
and

(2) a health maintenance organi zation authorized to engage
in the business of a health mai ntenance organization in this state.

(b) Except as otherw se provided by this code or the Labor
Code, an insurer or health maintenance organi zati on subject to a tax
i nposed by Chapter 4, 221, 222, 223A, 224, or 257 may not be required
to pay any additional tax inposed by this state or a county or
muni ci pality in proportion to the insurer's or health maintenance
organi zation's gross prem umreceipts.

(c) Subsection (b) does not:

(1) limt the applicability of other taxes, fees, and
assessnments inposed by this code; or

(2) prohibit the inposition and collection of state,
county, and nunicipal taxes on the property of insurers or health
mai nt enance organi zations or state, county, and municipal taxes
i nposed by other laws of this state, unless a specific exenption for
insurers or health mai ntenance organi zations is provided in those
| aws.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 3, eff. June
14, 2013.

Sec. 203.002. TAX PAYMENT REQUI RED FOR CERTAI N CERTI FI CATES;
UNREPORTED GROSS PREM UM RECEI PTS. (a) A Life Insurance Conpany My
not receive a certificate of authority to engage in the business of
insurance in this state until all taxes inposed under this code or
anot her insurance |aw of this state are paid.

(b) If the conm ssioner determ nes by exam ning a conpany or by
ot her nmeans that the conpany's gross premumreceipts in a year
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exceed the anount reported by the conpany for that year, the
conmi ssi oner shall report that determ nation to the conptroller. The
conptroller shall institute a collection action as the conptroller
considers appropriate to collect taxes due on unreported gross
prem um receipts.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

SUBTI TLE B. | NSURANCE PREM UM TAXES
CHAPTER 221. PROPERTY AND CASUALTY | NSURANCE PREM UM TAX

The follow ng section was anended by the 89th Legislature. Pending
publication of the current statutes, see H B. 2517, 89th Legi sl ature,
Regul ar Session, for anendnents affecting the follow ng section.
Sec. 221.001. APPLICABILITY OF CHAPTER. (a) This chapter
applies to an insurer, organization, or concern that receives gross

prem unms subject to taxation under Section 221.002, including a
reci procal or interinsurance exchange that elects to be subject to
taxation under this chapter in accordance with Section 224.003 and a
Ll oyd' s pl an.

(b) This chapter does not apply to:

(1) a fraternal benefit society, including a fraternal
benefit society operating under Chapter 885;

(2) a group hospital service corporation operating under
Chapt er 842;

(3) a stipulated prem um conpany operating under Chapter
884,

(4) a nutual assessnent association, conpany, or
corporation regul ated under Chapter 887;

(5) a purely cooperative or nutual fire insurance conpany
carried on by its nenbers solely for the protection of their own
property and not for profit, except as provided by Section
221.002(b)(13); or

(6) a farmmutual insurance conpany operating under Chapter
911, unless the conpany is acting as a fronting insurer.

(c) In this section, "fronting insurer” nmeans a farm nutual
I nsurance conpany:

(1) issuing an insurance policy that is the result of:

(A) marketing by an insurer not affiliated with the
farm nutual 1nsurance conpany;
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(B) an application submtted by a consuner to an
insurer not affiliated with the farm nutual insurance conpany; or

(C© an agreenent with an insurer that is not a farm
mut ual insurance conpany solely for the purpose of being regul ated
under Chapter 911; or

(2) that cedes 85 percent or nore of the farm nutua

i nsurance conpany's direct witten premumto one or nore
nonaffiliated reinsurers.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2017, 85th Leg., R S., Ch. 1083 (H. B. 3496), Sec. 1, eff.
Septenber 1, 2017.

Sec. 221.002. TAX IMPCSED;, RATE. (a) An annual tax is
i nposed on each insurer that receives gross prem uns subject to
taxation under this section. The rate of the tax is 1.6 percent of
the insurer's taxable premumrecei pts for a cal endar year.

(b) Except as provided by Subsection (c), in determ ning an
insurer's taxable premiumreceipts, the insurer shall include the
total gross anmounts of prem uns, nenbership fees, assessnents, dues,
revenues, and any other considerations for insurance witten by the
insurer in a cal endar year fromany kind of insurance witten by the
insurer on each kind of property or risk located in this state,

i ncl udi ng:

(1) fire insurance;

(2) ocean marine insurance;

(3) inland marine insurance;

(4) accident insurance;

(5) credit insurance;

(6) livestock insurance;

(7) fidelity insurance;

(8) guaranty insurance;

(9) surety insurance;

(10) casualty insurance;

(11) workers' conpensation insurance;

(12) enployers' liability insurance;

(13) crop insurance witten by a farm nutual insurance
conpany;
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(14) home warranty insurance; and
(15) travel insurance.
(c) The following premumreceipts are not included in
determ ning an insurer's taxable prem umreceipts:
(1) premumreceipts received fromthe business of title
I nsur ance;
(2) premumreceipts received fromthe business of life

i nsurance, personal accident insurance, |ife and accident insurance,
or health and accident insurance for profit, witten by alife
i nsurance conpany, life and accident insurance conpany, health and

acci dent insurance conpany, or for nutual benefit or protection in
this state;

(3) premumreceipts received from anot her authorized
i nsurer for reinsurance;

(4) returned premuns and dividends paid to policyhol ders;

(5) premuns excluded by another |law of this state; and

(6) premuns or service fees retained by a bail bond surety
| i censed under Chapter 1704, Cccupations Code, or by a property and
casualty agent in connection with the execution or delivery of a bai
bond as defined by Section 1704. 001, Cccupations Code.

(d) In determining an insurer's taxable premumreceipts, an

insurer is not entitled to a deduction for prem uns paid for
rei nsurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 1, eff.
June 15, 2007.

Acts 2013, 83rd Leg., RS., Ch. 896 (H B. 1047), Sec. 1, eff.
Septenber 1, 2013.

Acts 2019, 86th Leg., R S., Ch. 1000 (H B. 2587), Sec. 6, eff.
Sept enber 1, 2019.

Sec. 221.003. TAX DUE DATES. (a) The total tax inposed by
this chapter is due and payable not |ater than March 1 after the end
of the cal endar year for which the tax is due.

(b) An insurer that had a net tax liability for the previous
cal endar year of nore than $1,000 shall make sem annual prepaynents
of tax on March 1 and August 1. The tax paid on each date nust be
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equal to 50 percent of the total anobunt of tax the insurer paid under
this chapter for the previous cal endar year. |If the insurer did not
pay a tax under this chapter during the previous cal endar year, the
tax paid on each date nmust be equal to the tax that would be owed on
t he aggregate of the gross premuns for the two previous cal endar
quarters.

(c) The conptroller may refund any overpaynent of taxes that
results fromthe sem annual prepaynment system prescribed by this
section.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 221.004. TAX REPORT. (a) An insurer liable for the tax
i nposed by this chapter nmust file annually with the conptroller a tax
report on a formprescribed by the conptroller.

(b) The tax report is due on the date the tax is due under
Section 221.003(a).

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 221.005. CHANGE IN DUE DATES. (a) The conptroller by
rul e may change the dates for reporting and paying taxes under this
chapter to inprove operating efficiencies within the agency.

(b) A change by the conptroller in a reporting or paynent date
must retain the system of sem annual prepaynents prescribed by
Section 221. 003.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 221.006. CREDIT FOR FEES PAID. (a) An insurer is
entitled to a credit on the anobunt of tax due under this chapter for
all exam nation and eval uation fees paid to this state during the
cal endar year for which the tax is due. The limtations provided by
Sections 803.007(1) and (2)(B) for a domestic insurance conpany apply
to a foreign insurance conpany.

(b) The credit provided by this section is in addition to any
other credit authorized by statute.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.001(a), eff.
Sept enber 1, 2005.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 2.01, eff.
Sept enber 28, 2011

Sec. 221.007. FAILURE TO PAY TAXES. An insurer that fails to
pay all taxes inposed by this chapter is subject to Section 203. 002.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 222. LIFE, HEALTH, AND ACCI DENT | NSURANCE PREM UM TAX
Sec. 222.001. APPLICABILITY OfF CHAPTER (a) This chapter
applies to any insurer, including a group hospital service
corporation, any health mai ntenance organi zati on, and any nanaged
care organi zation that receives gross premuns or revenues subject to
taxati on under Section 222.002, including conmpani es operating under
Chapter 841, 842, 843, 861, 881, 882, 883, 884, 941, 942, 982, or
984, Insurance Code, Chapter 540 or 540A, CGovernnent Code, as
applicable, or Title XIX of the federal Social Security Act.
(b) This chapter does not apply to:
(1) a fraternal benefit society, including a fraternal
benefit society operating under Chapter 885;
(2) a local mutual aid association operating under Chapter
886; or
(3) a society that limts its nenbership to one occupation
(c) For purposes of conputing the tax inposed by this chapter,
a managed care organi zation is treated in the sanme manner as a health
mai nt enance organi zati on.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.002(a), eff.
Sept enber 1, 2005.

Acts 2023, 88th Leg., RS., Ch. 769 (H B. 4611), Sec. 2.118, eff.
April 1, 2025.
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Sec. 222.002. TAX IMPCSED. (a) An annual tax is inmposed on:

(1) each insurer that receives gross prem uns subject to
taxation under this section; and

(2) each health mai ntenance organi zation that receives
gross revenues fromthe sale of health maintenance certificates or
contracts.

(b) Except as otherwi se provided by this section, in
determning an insurer's taxable gross premuns or a health
mai nt enance organi zation's taxable gross revenues, the insurer or
heal t h mai nt enance organi zati on shall include the total gross anmounts
of prem unms, nenbership fees, assessnents, dues, revenues, and other
consi derations received by the insurer or health naintenance
organi zation in a cal endar year fromany kind of health nmaintenance
organi zation certificate or contract or insurance policy or contract
covering risks on individuals or groups located in this state and
arising fromthe business of a health naintenance organi zation or the
busi ness of life insurance, accident insurance, health insurance,
life and accident insurance, |ife and health insurance, health and
acci dent insurance, life, health, and accident insurance, including
variable life insurance, credit life insurance, and credit accident
and health insurance for profit or otherwi se or for nutual benefit or
protection.

(c) The following are not included in determning an insurer's
t axabl e gross premuns or a health nai ntenance organi zation's taxable
gr oss revenues:

(1) returned prem uns or revenues;

(2) dividends applied to purchase paid-up additions to
i nsurance or to shorten the endownent or pren um paynent peri od;

(3) premuns received froman insurer for reinsurance;

(4) premuns or revenues received fromthe treasury of the
United States for insurance or benefits contracted for by the federal
government in accordance with or in furtherance of Title XVIII of
the Social Security Act (42 U S.C. Section 1395c et seq.) and its
subsequent anendnents;

(5) premuns or revenues paid on group health, accident,
and |ife policies or contracts in which the group covered by the
policy or contract consists of a single nonprofit trust established
to provide coverage primarily for enpl oyees of:

(A) a nunicipality, county, or hospital district in
this state; or
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(B) a county or rmunicipal hospital, without regard to
whet her the enpl oyees are enpl oyees of the county or nunicipality or
of an entity operating the hospital on behalf of the county or
muni ci pality; or

(6) premuns or revenues excluded by another Iaw of this

st at e.

(d) For purposes of Subsection (c)(3), a stop-loss or excess
| oss insurance policy issued to a health mai ntenance organi zation is
considered reinsurance. In determning an insurer's taxable gross
prem unms or a health maintenance organi zation's taxabl e gross
revenues, an insurer or health mai ntenance organi zation i s not
entitled to a deduction for premuns paid for reinsurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.002(b), eff.
Sept enber 1, 2005.

Acts 2007, 80th Leg., R S., Ch. 932 (H B. 3315), Sec. 2, eff.
June 15, 2007.

Sec. 222.003. TAX RATES. (a) Except as provided by Subsection
(b), the rate of the tax inposed by this chapter on an insurer is
1.75 percent of the insurer's taxable gross prem uns received during
a cal endar year

(b) The rate of the tax inposed by this chapter on an insurer
that receives taxable gross premuns fromthe business of life
I nsurance i s:

(1) 0.875 percent of the first $450,000 of taxable gross
prem uns received during a cal endar year fromthe business of life
i nsurance; and

(2) 1.75 percent of the renmining taxable gross prem uns
received during that cal endar year fromthe business of life
i nsur ance.

(c) The rate of the tax inposed by this chapter on a health
mai nt enance organi zation is:

(1) 0.875 percent of the first $450,000 of taxable gross
revenues received during a cal endar year for the issuance of health
mai nt enance certificates or contracts; and

(2) 1.75 percent of the remaining taxable gross revenues
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recei ved during that cal endar year for the issuance of health
mai nt enance certificates or contracts.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 222.004. TAX DUE DATES. (a) The total tax inposed by
this chapter is due and payable not |ater than:
(1) March 1 after the end of the cal endar year for which
the tax is due;
(2) the date the annual statenment for the insurer or health
mai nt enance organi zation is required to be filed with the
commi ssioner after the end of the cal endar year for which the tax is
due; or
(3) another date prescribed by the conptroller.
(b) An insurer or health nmai ntenance organization that had a
net tax liability for the previous cal endar year of nore than $1, 000
shal | make sem annual prepaynments of tax on March 1 and August 1.
The tax paid on each date nust be equal to 50 percent of the total
anount of tax the insurer or health naintenance organization paid
under this chapter for the previous cal endar year. |If the insurer or
heal t h mai nt enance organi zation did not pay a tax under this chapter
during the previous cal endar year, the tax paid on each date nust be
equal to the tax that would be owed on the aggregate of the taxable
gross prem uns or taxable gross revenues for the two previous
cal endar quarters.
(c) The conptroller may refund any overpaynent of taxes that
results fromthe sem annual prepaynent system prescribed by this
secti on.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 222.005. TAX REPORT. (a) An insurer or health
mai nt enance organi zation liable for the tax inposed by this chapter
must file annually with the conptroller a tax report on a form
prescri bed by the conptroller.

(b) The tax report is due on the date the tax is due under
Section 222.004(a).

(c) The conptroller may require the insurer or health
mai nt enance organi zation to file any additional relevant information
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that is reasonably necessary to verify the amount of tax due.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 222.006. CHANGE IN DUE DATES. (a) The conptroller by
rul e may change the dates for reporting and paying taxes under this
chapter to inprove operating efficiencies within the agency.

(b) A change by the conptroller in a reporting or paynent date
must retain the system of sem annual prepaynents prescribed by
Section 222.004.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 222.007. CRED T FOR FEES PAID. (a) Except as otherw se
provi ded by this subsection, an insurer or health maintenance
organi zation is entitled to a credit on the anount of tax due under
this chapter for all exam nation and evaluation fees paid to this
state during the cal endar year for which the tax is due. An insurer
is not entitled to a credit on the anmount of tax due under this
chapter for fees paid for valuing life insurance policies. The
limtations provided by Sections 803.007(1) and (2)(B) for a donestic
i nsurance conpany apply to a foreign i nsurance conpany.

(b) The credit provided by this section is in addition to any
other credit authorized by statute.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.003(a), eff.
Sept enber 1, 2005.

Acts 2007, 80th Leg., RS., Ch. 1039 (H. B. 1849), Sec. 2, eff.
Septenber 1, 2007.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 2.02, eff.
Sept enber 28, 2011

Sec. 222.008. FAILURE TO PAY TAXES. An insurer or health
mai nt enance organi zation that fails to pay all taxes inposed by this
chapter is subject to Section 203.002.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 223. TI TLE | NSURANCE PREM UM TAX
Sec. 223.001. APPLICABILITY OF CERTAI N DEFI NI TI ONS. In this
chapter, a termdefined by Chapter 2501 has the neani ng assi gned by
t hat chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.002. APPLICABILITY OF CHAPTER. This chapter applies
to atitle insurance conpany that receives prem uns subject to
t axati on under Section 223.003.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.003. TAX IMPCSED. (a) An annual tax is inmposed on
all premuns fromthe business of title insurance. The rate of the
tax is 1.35 percent of title insurance taxable premuns for a
cal endar year, including any premuns retained by a title insurance
agent as provided by Section 223.005. For purposes of this chapter,
a person engages in the business of title insurance if the person
engages in an activity described by Section 2501. 005.

(b) Except as provided by Subsection (c), in determning a
title insurance conpany's taxable prem uns, the conpany shall include
the total amounts of prem uns received in a calendar year fromtitle
insurance witten on property located in this state.

(c) The following premuns are not included in determning a
title insurance conpany's taxabl e prem uns:

(1) premuns received fromother title insurance conpanies
for reinsurance; and
(2) returned premuns and dividends paid to policyhol ders.

(d) In determining a title insurance conpany's taxable
premuns, a title insurance conpany is not entitled to a deduction
for premuns paid for reinsurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:
Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 3, eff.
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June 15, 2007.

Sec. 223.004. LIMTATION ON CERTAIN ADDI TI ONAL TAXES. (a)
Except as otherw se provided by this code or the Labor Code, a title
i nsurance conpany or title insurance agent subject to the tax inposed
by this chapter nay not be required to pay any additional tax inposed
by this state or a county or nmunicipality in proportion to the
conpany's or agent's gross premumreceipts.

(b) This section does not:

(1) Iimt the applicability of other taxes, fees, and
assessnents i nposed by this code; or

(2) prohibit the inposition and collection of state,
county, and nunicipal taxes on the property of title insurance
conpanies or title insurance agents or state, county, and nuni ci pal
t axes inmposed by other laws of this state, unless a specific
exenption for title insurance conpanies or title insurance agents is
provided in those | aws.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.005. PREM UMS PAID TO TI TLE | NSURANCE AGENT. (a)
Prem uns received fromthe business of title insurance are subject to
the tax under this chapter regardl ess of whether paid to a title
i nsurance conpany or retained by a title insurance agent, with the
tax being in lieu of the tax on the premuns retained by a title
I nsurance agent.

(b) The state facilitates the collection of the premiumtax on
the premuns retained by a title insurance agent by establishing the
division of the prem uns between the title insurance conpany and
title insurance agent so that the conmpany receives the prem umtax
due on the agent's portion of the premuns and remits it to the
state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.006. TAX DUE DATES. (a) The total tax inposed by
this chapter is due and payable not |ater than:
(1) March 1 after the end of the cal endar year for which
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the tax is due; or
(2) another date prescribed by the conptroller.

(b) Atitle insurance conpany that had a net tax liability for
t he previous cal endar year of nore than $1,000 shall make sem annual
prepaynents of tax on March 1 and August 1. The tax paid on each
date nust be equal to 50 percent of the total anmpbunt of tax the
conpany paid under this chapter for the previous cal endar year. |If
t he conpany did not pay a tax under this chapter during the previous
cal endar year, the tax paid on each date nust be equal to the tax
that woul d be owed on the aggregate of the gross premiunms for the two
previ ous cal endar quarters.

(c) The conptroller may refund any overpaynent of taxes that
results fromthe sem annual prepaynment system prescribed by this
secti on.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.007. TAX REPORTS. (a) A title insurance conpany
liable for the tax inposed by this chapter nust file annually with
the conptroller a tax report on a form prescribed by the conptroller.

(b) The tax report is due on the date the tax is due under
Section 223.006(a).

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.008. RULES. (a) The conm ssioner or the conptroller,
as appropriate, nmay adopt fair and reasonable rules, m ninmm
standards, and limtations as appropriate to augnment and i npl enent
this chapter

(b) This section does not affect the conptroller's general
authority to adopt rules to pronote the efficient adm nistration,
col l ection, enforcenent, and reporting of taxes under this code or
anot her insurance law of this state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.009. CREDT FOR FEES PAID. (a) A title insurance
conpany is entitled to a credit on the anmobunt of tax due under this
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chapter for all exam nation and evaluation fees paid to the state
during the cal endar year for which the tax is due. The limtations
provi ded by Sections 803.007(1) and (2)(B) for a donestic insurance
conpany apply to a foreign insurance conpany.

(b) The credit provided by this section is in addition to any
other credit authorized by statute.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.004(a), eff.
Sept enber 1, 2005.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 2.03, eff.
Sept enber 28, 2011

Sec. 223.010. FAILURE TO PAY TAXES. A title insurance conpany
that fails to pay all taxes inposed by this chapter is subject to
Section 203. 002.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 223.011. DI SPOSITION OF REVENUE. Chapter 227 applies to
t he disposition of the revenue fromthe tax inposed by this chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 223A. CAPTI VE | NSURANCE PREM UM TAX
Sec. 223A.001. DEFINITION. In this chapter, "captive insurance
conmpany" means a captive insurance conpany holding a certificate of
authority under Chapter 964.

Added by Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.002. APPLICABILITY OF CHAPTER. This chapter applies
to a captive insurance conpany holding a certificate of authority
under Chapter 964.
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Added by Acts 2013, 83rd Leg., R S., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.003. TAX I MPOCSED; RATE. (a) An annual tax is
i nposed on each captive insurance conpany that receives gross
prem unms subject to taxation under this chapter. The rate of the tax
is one-half percent of the conpany's taxable premumreceipts for a
cal endar year.
(b) Except as provided by Subsection (c), in determning a
captive insurance conpany's taxable prem umreceipts, the captive
i nsurance conpany shall include the total gross anobunts of prem uns,
menber ship fees, assessnents, dues, revenues, and ot her
considerations for insurance witten by the captive insurance conpany
in a cal endar year fromany kind of insurance witten by the conpany
on each kind of property or risk without regard to the | ocation of
the property or risk.
(c) The followng premumreceipts are not included in
determ ning a captive insurance conpany's taxable prem umreceipts:
(1) premumreceipts received from anot her authorized
insurer for reinsurance;
(2) returned prem uns and dividends paid to policyhol ders;
and
(3) premuns excluded by another |law of this state.
(d) In determning a captive insurance conpany's taxable
prem umrecei pts, a conpany is not entitled to a deduction for
prem uns paid for reinsurance.
(e) The annual m ni num aggregate tax to be paid by a captive
i nsurance conpany under this chapter is $7,500 and the annual maxi num
aggregate tax to be paid by a conpany under this chapter is $200, 000.
Gross prem uns subject to taxation under this chapter are not subject
to taxes, surcharges, or other regulatory assessnents or fees under
this code other than insurance mai ntenance taxes as provi ded by
Section 964. 068.

Added by Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.004. TAX DUE DATES. (a) The total tax inposed by
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this chapter is due and payable not later than March 1 after the end
of the cal endar year for which the tax is due.

(b) A captive insurance conpany that had a net tax liability
for the previous cal endar year of nore than $1,000 shall nmake
sem annual prepaynents of tax on March 1 and August 1. The tax paid
on each date nust be equal to 50 percent of the total anpunt of tax
t he conpany paid under this chapter for the previous cal endar year.
| f the conpany did not pay a tax under this chapter during the
previ ous cal endar year, the tax paid on each date nust be equal to
the tax that would be owed on the aggregate of the gross prem uns for
the two previous cal endar quarters.

(c) The conptroller may refund any overpaynent of taxes that
results fromthe sem annual prepaynment system prescribed by this
secti on.

Added by Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.005. TAX REPORT. (a) A captive insurance conpany
liable for the tax inposed by this chapter nust file annually with
the conptroller a tax report on a formprescribed by the conptroller.

(b) The tax report is due on the date the tax is due under
Section 223A.004(a).

Added by Acts 2013, 83rd Leg., R S., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.006. CHANGE IN DUE DATES. (a) The conptroller by
rul e may change the dates for reporting and paying taxes under this
chapter to inprove operating efficiencies within the agency.

(b) A change by the conptroller in a reporting or paynent date
must retain the system of sem annual prepaynents prescribed by
Section 223A.004.

Added by Acts 2013, 83rd Leg., R S., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.007. CREDIT FOR FEES PAID. (a) A captive insurance
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conpany is entitled to a credit on the anmobunt of tax due under this
chapter for all exam nation and evaluation fees paid to this state
during the cal endar year for which the tax is due. The limtations
provi ded by Sections 803.007(1) and (2)(B) for a donestic insurance
conpany apply to a captive insurance conpany.

(b) The credit provided by this section is in addition to any
other credit authorized by statute.

Added by Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

Sec. 223A.008. FAILURE TO PAY TAXES. A captive insurance
conpany that fails to pay all taxes inposed by this chapter is
subj ect to Section 203.002 of this code and Subtitles A and B, Title
2, Tax Code.

Added by Acts 2013, 83rd Leg., R S., Ch. 569 (S.B. 734), Sec. 1, eff.
June 14, 2013.

CHAPTER 224. RECI PROCAL AND | NTERI NSURANCE EXCHANGE PREM UM TAX

Sec. 224.001. APPLICABILITY OF CHAPTER  This chapter applies

to a reciprocal or interinsurance exchange that has a certificate of
authority to engage in business in this state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 224.002. TAX IMPCSED;, RATE. (a) An annual tax is
i nposed on each reciprocal or interinsurance exchange that:

(1) does not file an election to be subject to the tax
i nposed by Chapter 221 in accordance with Section 224.003; or
(2) wthdraws that election.

(b) The rate of the tax is 1.7 percent of the reciprocal or
i nterinsurance exchange's gross prem umreceipts.

(c) A reciprocal or interinsurance exchange that is subject to
the tax inposed by this chapter is not subject to the tax inposed by
Chapter 221.

(d) Except as provided by Subsection (b), Chapter 221 applies
to the inposition, conputation, and adm nistration of the tax inposed
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by this chapter in the sane manner that Chapter 221 applies to the
tax inmposed by that chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 224.003. TAXATION ELECTION. (a) A reciprocal or
i nterinsurance exchange may el ect to be subject to the tax inposed by
Chapter 221.

(b) A reciprocal or interinsurance exchange that elects to be
subject to the tax inposed by Chapter 221 nust file with the
conptroller on a formprescribed by the conptroller a witten
statenent that the exchange has el ected to be subject to that tax.
The exchange nmust file the formnot later than the 31st day before
the date on which the tax year for which the election is to be
effective begins.

(c) A reciprocal or interinsurance exchange that elects to be
subject to the tax inposed by Chapter 221 continues to be subject to
that tax for each tax year until the exchange w thdraws the el ection
under Subsection (d).

(d) A reciprocal or interinsurance exchange may w t hdraw an
el ecti on made under Subsection (b) by filing with the conptroller
witten notice of the withdrawal. The exchange nust file the notice
not later than the 31st day before the date on which the tax year for
which the withdrawal is to be effective begins.

(e) A reciprocal or interinsurance exchange that elects to be
subject to the tax inmposed by Chapter 221 is not subject to the tax
i nposed by Section 224.002.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 225. SURPLUS LI NES | NSURANCE PREM UM TAX
Sec. 225.001. DEFINITIONS. 1In this chapter:

(1) "Affiliate” nmeans, with respect to an insured, a person
or entity that controls, is controlled by, or is under comobn contro
with the insured.

(2) "Affiliated group"” means a group of entities whose
menbers are all affiliated.

(3) "Control"™ means, with respect to determ ning the hone
state of an affiliated entity:
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(A) to directly or indirectly, acting through one or
nore persons, own, control, or hold the power to vote at |east 25
percent of any class of voting security of the affiliated entity; or
(B) to control in any manner the el ection of the
majority of directors or trustees of the affiliated entity.
(4) "Honme state" neans:
(A) for an insured that is not an affiliated group
descri bed by Paragraph (B):
(1) the state in which the insured maintains the
insured's principal residence, if the insured is an individual;
(iit) the state in which an insured that is not an
i ndividual maintains its principal place of business; or
(tit) if 100 percent of the insured risk is |ocated
outside of the state in which the insured maintains the insured' s
principal residence or maintains the insured' s principal place of
busi ness, as applicable, the state to which the |argest percentage of
the insured s taxable premumfor the insurance contract that covers
the risk is allocated; or
(B) for an affiliated group with respect to which nore
t han one nenber is a naned insured on a single insurance contract
subject to this chapter, the hone state of the nenber, as determ ned
under Paragraph (A), that has the | argest percentage of prem um
attributed to it under the insurance contract.
(5 "Premunt nmeans any paynent made in consideration for
i nsurance and incl udes:
(A a premum
(B) prem um deposits;
(© a nenbership fee
(D) aregistration fee;
(E) an assessnent;
(F) dues; and
(G any other conpensation given in consideration for
surplus lines insurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.02, eff.
Sept enber 28, 2011.
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Sec. 225.002. APPLICABILITY OF CHAPTER  This chapter applies
to a surplus lines agent who collects gross prem uns for surplus
lines insurance for any risk in which this state is the hone state of
t he insured.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.03, eff.
Sept enber 28, 2011

Sec. 225.003. APPLI CABI LI TY OF GENERAL PROVI SI ONS OF OTHER LAW
The provisions of Chapter 981, including provisions relating to the
applicability and enforcenent of that chapter, rul enaking authority
under that chapter, and definitions of terns applicable in that
chapter, apply to this chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.004. TAX IMPOCSED, RATE. (a) A tax is inposed on
gross premuns for surplus lines insurance. The rate of the tax is
4.85 percent of the gross prem uns.

(a-1) Consistent with 15 U.S.C. Section 8201 et seq., this
state may not inpose a premumtax on nonadm tted insurance prem umnms
other than premuns paid for insurance in which this state is the
hone state of the insured.

(b) Taxable gross prem uns under this section are based on
gross premuns witten or received for surplus lines insurance placed
through an eligible surplus lines insurer during a cal endar year.

Not wi t hst andi ng the tax basis described by this subsection, the
conptroller by rule may establish an alternate basis for taxation for
mul ti state and single-state policies for the purpose of achieving
uniformty.

(c) If a surplus lines insurance policy covers risks or
exposures only partially located in this state, and this state has
not entered into a cooperative agreenent, reciprocal agreenent, or
conpact with another state for the collection of surplus lines tax as
aut hori zed by Chapter 229, the tax is conputed on the entire policy
premumfor any policy in which this state is the hone state of the
i nsur ed.
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(d) Repealed by Acts 2011, 82nd Leg., 1st C. S., Ch. 4, Sec.
18.11(1), eff. Septenber 28, 2011

(d-1) Repealed by Acts 2011, 82nd Leg., 1st C. S., Ch. 4, Sec.
18.11(1), eff. Septenber 28, 2011

(e) Premuns on risks or exposures that are properly allocated
to federal or international waters or are under the jurisdiction of a
foreign governnment are not taxable in this state.

(f) If this state enters a cooperative agreenent, reciprocal
agreenent, or conpact with another state for the allocation of
surplus lines tax as authorized by Chapter 229, taxes due on
mul tistate policies shall be allocated and reported in accordance
wi th the agreenent or conpact.

(g) Premuns on risks or exposures under ocean marine insurance
coverage of stored or in-transit baled cotton for export are not
subject to the tax inposed by this chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 4, eff.
June 15, 2007.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.04, eff.
Sept enber 28, 2011

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.11(1),
eff. Septenber 28, 2011

Acts 2013, 83rd Leg., RS., Ch. 1043 (H B. 2972), Sec. 1, eff.
January 1, 2014.

Sec. 225.005. TAX EXCLUSIVE. The tax inposed by this chapter
is a transaction tax collected by the surplus lines agent of record
and is in lieu of any other transaction taxes on these prem uns.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.05, eff.
Sept enber 28, 2011.

Sec. 225.006. COLLECTION OF TAX BY AGENT. (a) Except as
ot herwi se provided by this section, the surplus |lines agent shal
collect fromthe insured the tax inposed by this chapter at the tine
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of delivery of the cover note, certificate of insurance, policy, or
other initial confirmation of insurance and the full anmount of the

gross prem um charged by the eligible surplus lines insurer for the
i nsur ance.

(b) Subject to Subsection (c) and notw t hstandi ng any ot her
law, if a surplus |lines agent places an insurance policy with a
managi ng underwiter, as defined by Section 981.002, the nmanagi ng
underwriter shall collect, report, and pay the tax inposed by this
chapter.

(c) A surplus lines agent and a nmanagi ng underwiter may enter
into an agreenment to provide that the surplus lines agent is
responsible for filing, reporting, collection, paynent, and all other
requi renents inposed by this chapter and Chapter 981, including the
requirenent to pay the tax and file the tax report inposed by this
chapter. An agreenent under this subsection nust be in witing and
must be entered into at or before the tine coverage is bound under
the policy. The agreenent may apply to nultiple policies or al
policies between a surplus |ines agent and a nmanagi ng underwiter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 837 (H B. 3410), Sec. 1, eff.
January 1, 2012.

Acts 2013, 83rd Leg., RS., Ch. 920 (H B. 1405), Sec. 1, eff.
January 1, 2014.

Sec. 225.007. COLLECTED TAXES HELD IN TRUST. A surplus lines
agent hol ds taxes collected under this chapter in trust.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.008. TAX PAYMENT, REPORT, AND DUE DATE. (a) The tax
i nposed by this chapter is due and payable on or before March 1. A
surplus lines agent shall file a tax report with the tax paynent.

(b) A surplus lines agent shall pay the tax inposed by this
chapter and file the report using forns prescribed by the
conptroller.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Sec. 225.009. PREPAYMENT OF TAX. (a) A surplus lines agent
shal | prepay the tax inposed by this chapter when the anmount of the
accrued taxes due is equal to at |east $70, 000.

(b) A surplus lines agent shall prepay the taxes using a form
prescri bed by the conptroller. The prepaynent is due on or before
the 15th day of the nonth followi ng the nonth in which the anmount of
t axes described by this section accrues.

(c) The conptroller by rule may change the accrued tax anount
for which prepaynment is required under Subsection (a) and the
prepaynent deadl i ne under Subsection (D).

(d) Notwi thstandi ng Subsections (a), (b), and (c), if this
state enters a cooperative agreenment, reciprocal agreement, or
conpact with another state for the allocation of surplus lines tax as
aut hori zed by Chapter 229, the tax shall be allocated and reported in
accordance with the terns of the agreenent or conpact.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 5, eff.
June 15, 2007.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.06, eff.
Sept enber 28, 2011

Sec. 225.010. TAX ABSORPTI ON AND REBATES PRCHI BI TED. (a) A
surplus lines agent may not absorb the tax inposed by this chapter.

(b) A surplus lines agent may not rebate all or part of the tax
or the agent's comm ssion as an inducenent for insurance or for any
ot her reason.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.011. CANCELED OR REWRI TTEN | NSURANCE CONTRACT. If a
surplus lines insurance contract is canceled and rewitten, the
addi tional prem um for purposes of the tax inposed by this chapter is
the prem um anount that exceeds the unearned prem um of the cancel ed
contract.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.012. STATE AS PREFERRED CREDI TOR. If the property of
a surplus lines agent is seized as the result of an internediate or
final decision of a court in this state, or if the business of a
surplus lines agent is suspended by the action of a creditor or
turned over to an assignee, receiver, or trustee, the tax inposed by
this chapter and penalties due the state fromthe agent are preferred
claims and the state is a preferred creditor and nust be paid in
full.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.013. FAILURE TO PAY TAXES; CRI M NAL PENALTY. (a) A
surplus |lines agent who does not pay the tax inposed by this chapter
on or before the due date required by this chapter or who
fraudul ently w thhol ds, appropriates, or otherw se uses any portion
of the tax commits the offense of theft, regardl ess of whether the
surplus lines agent has or clains an interest in the tax.

(b) An offense under this section is punishable as provided by
I aw.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 225.014. LIMTATION ON RULEMAKING. I n adopting rules
under this chapter, the conptroller may not adopt a rule that exceeds
the requirenments of this chapter.

Added by Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 6, eff.
June 15, 2007.

CHAPTER 226. UNAUTHORI ZED AND | NDEPENDENTLY PROCURED | NSURANCE
PREM UM TAX
SUBCHAPTER A. UNAUTHORI ZED | NSURANCE PREM UM TAX
Sec. 226.001. DEFINITIONS. In this subchapter:
(1) "lInsurer" has the neaning assigned by Section 101. 002
and i ncl udes:
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(A) an insurer that does not hold a certificate of
authority in this state;

(B) an eligible surplus lines insurer; and

(© an insurer that holds a certificate of authority in
this state.

(2) "Premunm includes any consideration for insurance,

i ncl udi ng:

(A a premum

(B) a nenbership fee

(C an assessnent; or

(D) dues.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H.B. 2018), Sec. 11.005(a), eff.
Septenber 1, 2005.

Sec. 226.002. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies to an insurer who charges gross prem uns for insurance on a
subj ect resident, located, or to be perfornmed in this state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H.B. 2018), Sec. 11.005(b), eff.
Septenber 1, 2005.

Sec. 226.003. TAX IMPCSED, RATE. (a) A tax is inposed on
each insurer that charges gross prem uns subject to taxation under
this section. The rate of the tax is 4.85 percent of the gross
prem uns charged by the insurer

(b) Except as otherwi se provided by this section, in
determ ning an insurer's taxable gross prem uns, the insurer shal
i nclude any prem umfor insurance on a subject resident, |ocated, or
to be perforned in this state.

(c) If a policy covers risks or exposures only partially
| ocated in this state, the tax is conputed on the portion of the
premumthat is properly allocated to a risk or exposure |located in
this state.

(d) In determning the anount of taxable prem uns under
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Subsection (c), a premium other than a prem um properly allocated or
apportioned and reported as a taxable prem um of another state, is
considered to be witten on property or risks located or resident in
this state if the prem um
(1) is witten, procured, or received in this state; or
(2) is for a policy negotiated in this state.

(d-1) Notwi thstandi ng Subsections (b) through (d), the
conptroller by rule may establish that all prem uns are considered to
be on risks located in this state:

(1) if the insured' s honme office or state of domicile or
residence is located in this state; or

(2) to accommpdate changes in federal statutes or
regul ations that would otherwise limt the conptroller's ability to
directly collect the taxes due under this section.

(e) Insurance on a subject resident, |located, or to be
performed in this state is considered to be insurance procured,
continued, or renewed in this state regardless of the location from
whi ch:

(1) the application is made;
(2) the negotiations are conducted; or
(3) the premuns are remtted.

(f) Premuns on risks or exposures that are properly allocated
to federal waters or international waters or are under the
jurisdiction of a foreign governnent are not taxable by this state.

(g) The followi ng prem uns are not subject to the tax inposed
by this subchapter

(1) premuns on insurance procured by a |licensed surplus
lines agent froman eligible surplus lines insurer as defined by
Chapter 981 on which premumtax is paid in accordance with Chapter
225;

(2) premuns on an independently procured contract of
i nsurance on which premumtax is paid in accordance w th Subchapter
B; and

(3) premuns on a contract of insurance witten by an
insurer that holds a certificate of authority in this state and that
is authorized to wite the contract.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:
Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.005(c), eff.
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Sept enber 1, 2005.
Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 7, eff.
June 15, 2007.

Sec. 226.004. TAX EXCLUSIVE. The tax inposed by this
subchapter is in lieu of all other insurance taxes.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 226.005. TAX PAYMENT; DUE DATE. (a) The tax inposed by
this subchapter is due and payable not |ater than:
(1) March 1 after the end of the cal endar year in which the
i nsurance was effectuated, continued, or renewed; or
(2) another date prescribed by the conptroller.
(b) An insurer shall pay the tax inposed by this subchapter
using a formprescribed by the conptroller.
(c) The tax inposed by this subchapter, if not paid when due,
is aliability of the insurer, the insurer agent, and the insured.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H B. 2018), Sec. 11.005(d), eff.
Sept enber 1, 2005.

Sec. 226.006. LIMTATION ON RULEMAKING I n adopting rules
under this subchapter, the conptroller may not adopt a rule that
exceeds the requirenments of this chapter.

Added by Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 8, eff.
June 15, 2007.

SUBCHAPTER B. | NDEPENDENTLY PROCURED | NSURANCE PREM UM TAX
Sec. 226.051. DEFINITIONS. In this subchapter:

(1) "Affiliate" means, with respect to an insured, a person
or entity that controls, is controlled by, or is under comon contro
with the insured.

(2) "Affiliated group” nmeans a group of entities whose
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menbers are all affiliated.
(3) "Control"™ means, with respect to determ ning the hone
state of an affiliated entity:
(A) to directly or indirectly, acting through one or
nore persons, own, control, or hold the power to vote at |east 25
percent of any class of voting security of the affiliated entity; or
(B) to control in any manner the el ection of the
majority of directors or trustees of the affiliated entity.
(4) "Honme state" neans:
(A) for an insured that is not an affiliated group
descri bed by Paragraph (B):
(1) the state in which the insured maintains the
insured's principal residence, if the insured is an individual;
(iit) the state in which an insured that is not an
i ndividual maintains its principal place of business; or
(tit) if 100 percent of the insured risk is |ocated
outside of the state in which the insured maintains the insured' s
principal residence or maintains the insured s principal place of
busi ness, as applicable, the state to which the | argest percentage of
the insured s taxable premumfor the insurance contract that covers
the risk is allocated; or
(B) for an affiliated group with respect to which nore
t han one nenber is a naned insured on a single insurance contract
subject to this chapter, the hone state of the nenber, as determ ned
under Paragraph (A), that has the | argest percentage of prem um
attributed to it under the insurance contract.
(5 "Independently procured insurance" neans insurance
procured directly by an insured froma nonadmtted insurer.
(6) "Premum' means any paynent nmade in consideration for
i nsurance and incl udes:
(A a premum
(B) prem umdeposits;
(© a nenbership fee
(D) a registration fee;
(E) an assessnent;
(F) dues; and
(G any other conpensation given in consideration for
i nsur ance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Amended by:
Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.07, eff.
Sept enber 28, 2011

Sec. 226.052. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies to an insured who procures an independently procured
i nsurance contract for any risk in which this state is the hone state
of the insured.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.08, eff.
Sept enber 28, 2011.

Sec. 226.053. TAX IMPCSED, RATE. (a) A tax is inposed on
each insured at the rate of 4.85 percent of the premumpaid for the
i nsurance contract procured in accordance with Section 226. 052.

(b) If an independently procured insurance policy covers risks
or exposures only partially located in this state and this state has
not joined a cooperative agreenent, reciprocal agreenent, or conpact
with another state for the allocation of nonadm tted insurance taxes
as aut horized by Chapter 229, the tax is conputed on the entire
policy premumfor any policy in which this state is the home state
of the insured.

(b-1) Repealed by Acts 2011, 82nd Leg., 1st C. S., Ch. 4, Sec.
18.11(2), eff. Septenber 28, 2011

(c) Premuns for individual |ife or individual disability
i nsurance are not included in determning an insured' s taxable
prem uns.

(d)y If this state enters into a cooperative agreenent,
reci procal agreenent, or conpact with another state for the
all ocation of nonadmtted insurance taxes as authorized by Chapter
229, the tax due on multistate policies shall be allocated and
reported in accordance with the agreenment or conpact.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 9, eff.
June 15, 2007.
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Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.09, eff.
Sept enber 28, 2011

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 18.11(2),
ef f. Septenber 28, 2011

Sec. 226.054. TAX PAYMENT BY CERTAI N I NSUREDS. (a) Except as
provi ded by Section 226.055, the tax inposed by this subchapter is
due and payable not | ater than:

(1) WMy 15 after the end of the cal endar year in which the
i nsurance was procured, continued, or renewed; or
(2) another date prescribed by the conptroller.

(b) An insured who fails to withhold fromthe prem umthe
anount of tax inposed by this subchapter is liable for the anmount of
the tax and shall pay the tax due.

(c) The insured shall file a tax report and pay the tax.

(d) The insured may desi gnate another person to file the report
and pay the tax.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 226.055. TAX PAYMENT BY CERTAI N CORPORATI ONS. The anount
of tax due and payabl e under this subchapter by a corporation that
files a franchise tax report shall be reported directly to the
conptroller and is due:

(1) at the tine the franchise tax report is due; or
(2) on another date prescribed by the conptroller.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 226.056. EFFECT ON OTHER LAW Sections 226.051-226. 054 do
not abrogate or nodify any other provision of this chapter or Chapter
101.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 226.057. LIMTATION ON RULEMAKI NG. I n adopting rules
under this subchapter, the conptroller may not adopt a rule that
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exceeds the requirenments of this chapter.

Added by Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 10,
eff. June 15, 2007.

CHAPTER 227. DI SPOsI TI ON OF PROCEEDS OF CERTAI N PREM UM TAXES

Sec. 227.001. DI SPCSI TION OF TAX PROCEEDS. (a) The proceeds
of the taxes inposed under Chapter 221, 222, 224, or 226 shall be
deposited to the credit of the general revenue fund.

(b) An anpunt equal to one-fourth of the proceeds deposited
under Subsection (a) shall be transferred to the credit of the
f oundati on school fund.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 228. PREM UM TAX CREDI T FOR CERTAI N | NVESTMENTS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 228.001. CENERAL DEFINITIONS. In this chapter:

(1) "Allocation date" neans the date on which certified
investors are allocated premiumtax credits.

(2) "Certified capital” neans cash invested by a certified
investor that fully funds the purchase price of an equity interest in
a certified capital conmpany or a qualified debt instrunent issued by
t he conpany.

(3) "Certified capital company" neans a partnership,
corporation, or trust or limted liability conpany, whether organized
on a profit or nonprofit basis, that:

(A) has as the conpany's prinmary business activity the
i nvestnment of cash in qualified businesses; and

(B) is certified as neeting the criteria of this
chapter.

(4) "Certified investor"™ means an insurer or other person
that has state premumtax liability and that contributes certified
capital pursuant to a premiumtax credit allocation under this
chapter.

(5) "Early stage business"” neans a busi ness descri bed by
Section 228.152(a).

(5-a) "Lowincone comunity” has the neaning assi gned by
Section 45D(e), Internal Revenue Code of 1986.
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(6) "Person" neans an individual or entity, including a
corporation, general or limted partnership, or trust or limted
[T1ability conpany.

(7) "Premiumtax credit allocation clain nmeans a claimfor
all ocation of premumtax credits.

(7-a) "Program One" neans the programfor allocation and
i nvestnment of certified capital under this chapter before January 1,
2007.

(7-b) "Program Two" neans the program for allocation and
i nvestnment of certified capital under this chapter on or after
January 1, 2007.

(8) "Qualified business" neans a busi ness described by
Section 228. 201.

(9) "Qualified debt instrunent” neans a debt instrunent
i ssued by a certified capital conpany, at par value or a prem um
t hat :

(A) has an original maturity date that is a date on or
after the fifth anniversary of the date of issuance;
(B) has a repaynent schedule that is not faster than a
| evel principal anortization over five years; and
(© does not have interest, distribution, or paynent
features that are related to:
(i) the profitability of the conpany; or
(1i) the performance of the conpany's investnent
portfolio.

(10) "Qualified investnent" neans the investnment of cash by
a certified capital conpany in a qualified business for the purchase
of any debt, debt participation, equity, or hybrid security of any
nature or description, including a debt instrunment or security that
has the characteristics of debt but that provides for conversion into
equity or equity participation instruments such as options or
warrants.

(11) "State premumtax liability" neans:

(A) any liability incurred by any person under Chapter
221, 222, 223, 223A, or 224; or

(B) if the tax liability inposed under Chapter 221,
222, 223, or 224 is elimnated or reduced, any tax liability inposed
on an insurer or other person that had premumtax liability under
Subchapter A, Chapter 4, or Article 9.59 as those | aws exi sted on
January 1, 2003.
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(12) "Strategic investnment business" neans a business
descri bed by Section 228.153(a).

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 87 (S.B. 1969), Sec. 14.001(a),
ef f. Septenber 1, 2009.

Acts 2013, 83rd Leg., RS., Ch. 569 (S.B. 734), Sec. 4, eff. June
14, 2013.

Sec. 228.002. DEFIN TION CF AFFILIATE. In this chapter,
"affiliate" of another person neans:

(1) a person that is an affiliate for purposes of Section
823. 003;

(2) a person that directly or indirectly:

(A) beneficially owns 10 percent or nore of the
out standi ng voting securities or other voting or managenent interests
of the other person, whether through rights, options, convertible
interests, or otherw se; or

(B) <controls or holds power to vote 10 percent or nore
of the outstanding voting securities or other voting or managenent
interests of the other person;

(3) a person 10 percent or nore of the outstanding voting
securities or other voting or managenent interests of which are
directly or indirectly:

(A) beneficially owned by the other person, whether
t hrough rights, options, convertible interests, or otherw se; or

(B) controlled or held with power to vote by the other
per son;

(4) a partnership in which the other person is a general
part ner;

(5) an officer, director, enployee, or agent of the other
person; or

(6) an inmmediate fam |y nenber of an officer, director
enpl oyee, or agent described by Subdivision (5).

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Statute text rendered on: 6/10/2025 - 164 -


http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM
http://capitol.texas.gov/tlodocs/81R/billtext/html/SB01969F.HTM
http://capitol.texas.gov/tlodocs/83R/billtext/html/SB00734F.HTM
http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM

I NSURANCE CODE

SUBCHAPTER B. ADM NI STRATI ON AND PROMOTI ON
Sec. 228.051. ADM NI STRATI ON BY COMPTROLLER. The conptrol |l er
shall adm nister this chapter.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.052. RULES; FORMS. The conptroller shall adopt rules
and fornms as necessary to inplenment this chapter, including rules
t hat :
(1) establish the application procedures for certified
capi tal conpani es; and
(2) facilitate the transfer or assignnent of prem umtax
credits by certified investors.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.053. REPORT TO LEG SLATURE. (a) The conptroller
shal | prepare a biennial report concerning the results of the
i npl enentation of this chapter. The report mnust include:

(1) the nunber of certified capital conpani es hol ding
certified capital;

(2) the amount of certified capital invested in each
certified capital conpany;

(3) the amount of certified capital the certified capital
conpany invested in qualified businesses as of January 1, 2006, and
the cunul ative total for each subsequent year;

(4) the total anobunt of tax credits granted under this
chapter for each year that credits have been granted;

(5) the performance of each certified capital conpany with
respect to renewal and reporting requirenents inposed under this
chapter;

(6) wth respect to the qualified businesses in which
certified capital conpani es have invested:

(A) the classification of the qualified businesses
according to the industrial sector and size of the business;

(B) the total nunmber of jobs created by the investnent
and the average wages paid for the jobs; and
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(C© the total nunber of jobs retained as a result of
the investnent and the average wages paid for the jobs; and
(7) the certified capital conpanies that have been
decertified or that have failed to renew the certification and the
reason for any decertification.

(b) The conptroller shall file the report with the governor,
the |ieutenant governor, and the speaker of the house of
representatives not |ater than Decenber 15 of each even-nunbered
year.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.054. PROMOTI ON OF PROGRAM The Texas Econom c
Devel opment and Tourism O fice shall pronote the program established
under this chapter in the Texas Business and Comrunity Econom c
Devel opnent Cl eari nghouse.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

SUBCHAPTER C. APPLI CATI ON FOR AND GENERAL OPERATI ON OF CERTI FI ED
CAPI TAL COMPANI ES

Sec. 228.101. APPLICATION FOR CERTI FI CATION. (a) An applicant
for certification nmust file the application in the form prescribed by
the conptroller. The application nust be acconpani ed by a
nonr ef undabl e application fee of $7,500.

(b) The application nmust include an audited bal ance sheet of
t he applicant, with an unqualified opinion froman i ndependent
certified public accountant, as of a date not nore than 35 days
before the date of the application.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.102. QUALIFICATION. To qualify as a certified capital

conpany:
(1) the applicant nust have, at the tinme of application for
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certification, an equity capitalization of at |east $500,000 in
unencunbered cash or cash equival ents;

(2) at least two principals or persons enployed to manage
the funds of the applicant nust have at |east four years of
experience in the venture capital industry; and

(3) the applicant nust satisfy any additional requirenent
i nposed by the conptroller by rule.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.103. MANAGEMENT BY AND CERTAI N OANERSHI P | NTERESTS OF
| NSURANCE ENTI TIES PROHI BITED. (a) An insurer, group of insurers,
or other persons who may have state premumtax liability or the
insurer's or person's affiliates may not directly or indirectly:

(1) nmanage a certified capital conpany;

(2) beneficially own, whether through rights, options,
convertible interests, or otherwise, nore than 10 percent of the
out standi ng voting securities of a certified capital conpany; or

(3) control the direction of investnents for a certified
capi tal conpany.

(b) Subsection (a) applies without regard to whether the
insurer or other person or the affiliate of the insurer or other
person is authorized by or engages in business in this state.

(c) Subsections (a) and (b) do not preclude an insurer,
certified investor, or any other party fromexercising its |egal
rights and remedi es, including interimmanagenent of a certified
capital conpany, if authorized by law, with respect to a certified
capital conpany that is in default of the conmpany's statutory or
contractual obligations to the insurer, certified investor, or other
party.

(d) This chapter does not |limt an insurer's ownership of
nonvoting equity interests in a certified capital conpany.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.104. ACTION ON APPLICATION. (a) The conptroller
shal | :

Statute text rendered on: 6/10/2025 - 167 -


http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM
http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM

I NSURANCE CODE

(1) review the application, organizational docunents, and
busi ness history of each applicant; and

(2) ensure that the applicant satisfies the requirenents of
this chapter.

(b) Not later than the 30th day after the date an application

is filed, the conptroller shall

(1) issue the certification; or

(2) refuse to issue the certification and communicate in
detail to the applicant the grounds for the refusal, including
suggestions for the renoval of those grounds.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.105. CONTI NUATI ON OF CERTI FI CATION. To continue to be
certified, a certified capital conpany nust make qualified
i nvestnments according to the schedul e established by Section 228. 151.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.106. REPORTS TO COVWPTROLLER; AUDI TED FI NANCI AL
STATEMENT. (a) Each certified capital company shall report to the
conptroll er as soon as practicable after the receipt of certified
capi tal

(1) the nane of each certified investor fromwhomthe
certified capital was received, including the certified investor's
i nsurance prem umtax identification nunber;

(2) the amount of each certified investor's investnent of
certified capital and premumtax credits; and

(3) the date on which the certified capital was received.

(b) Not later than January 31 of each year, each certified
capital conpany shall report to the conptroller

(1) the amount of the conpany's certified capital at the
end of the preceding year;

(2) whether or not the conpany has invested nore than 15
percent of the conpany's total certified capital in a single
busi ness;

(3) each qualified investnent that the conpany nmade during
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the preceding year and, with respect to each qualified investnent,
t he nunber of enployees of the qualified business at the tine the
qualified investnent was nmade; and

(4) any other information required by the conptroller,
including any information required by the conptroller to conply with
Section 228. 053.

(c) Not later than April 1 of each year, each certified capital
conpany shall provide to the conptroller an annual audited financi al
statenent that includes the opinion of an independent certified
public accountant. The audit nust address the nethods of operation
and conduct of the business of the conpany to determn ne whether:

(1) the conpany is conplying with this chapter and the
rul es adopted under this chapter;

(2) the funds received by the conpany have been invested as
required within the time provided by Section 228.151; and

(3) the conpany has invested the funds in qualified
busi nesses.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.107. RENEWAL FEE; LATE FEE; EXCEPTION. (a) Not later
t han January 31 of each year, each certified capital conpany shal
pay a nonrefundabl e renewal fee of $5,000 to the conptroller.

(b) If acertified capital conpany fails to pay the renewal fee
on or before the date specified by Subsection (a), the conpany nust
pay, in addition to the renewal fee, a late fee of $5,000 to continue
t he conpany's certification

(c) Notw thstandi ng Subsection (a), a renewal fee is not
required within six nonths of the date on which a certified capital
conpany's initial certification is issued under Section 228.104(b).

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.108. OFFERI NG MATERI AL USED BY CERTI FI ED CAPI TAL
COVMPANY. Any offering material involving the sale of securities of
the certified capital conpany nust include the follow ng statenent:

By authorizing the formation of a certified
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capi tal conpany, the State of Texas does not endorse the
gual ity of managenent or the potential for earnings of the
conpany and is not |iable for danages or |osses to a
certified investor in the conpany. Use of the word
"certified" in an offering does not constitute a
recommendati on or endorsenent of the investnment by the
conptroller of public accounts. |f applicable provisions
of law are violated, the State of Texas may require
forfeiture of unused premumtax credits and repaynents of
used premumtax credits.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

SUBCHAPTER D. | NVESTMENT BY CERTI FI ED CAPI TAL COMPANI ES

Sec. 228.151. REQUI RED SCHEDULE OF | NVESTMENT. (a) Before the
third anniversary of a certified capital conpany's allocation date,

t he conpany nmust nake qualified investnents in an anmount cunul atively
equal to at |east 30 percent of the conpany's certified capital,
subject to Section 228.153(b).

(b) Before the fifth anniversary of a certified capital
conpany's allocation date, the conpany nust make qualified
investnments in an anmount cunul atively equal to at |east 50 percent of
the conpany's certified capital, subject to Sections 228.152(b) and
228. 153(b).

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.152. I NVESTMENT | N EARLY STAGE BUSI NESS REQUI RED. (a)
In this section, "early stage business"” nmeans a qualified business
t hat :

(1) is involved, at the tine of a certified capital
conpany's first investnment, in activities related to the devel opnent
of initial product or service offerings, such as prototype
devel opnment or establishnment of initial production or service
processes;

(2) was initially organized |less than two years before the
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date of the certified capital conpany's first investnent; or
(3) during the fiscal year inmediately preceding the year

of the certified capital conpany's first investnent had, on a
consol idated basis with the business's affiliates, gross revenues of
not more than $2 mllion as determ ned in accordance with generally
accepted accounting principles.

(b) A certified capital conpany nust place at | east 50 percent
of the amount of qualified investnments required by Section 228.151(b)
in early stage businesses.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.153. | NVESTMENT I N STRATEGQ C | NVESTMENT BUSI NESS
REQU RED. (a) In this section:
(1) "Strategic investnent area" neans an area of this state
that qualifies as a strategic investnment area under Subchapter O
Chapter 171, Tax Code, or, after the date that subchapter expires, an
area that qualified as a strategic investnment area under that
subchapter inmmediately before that date.
(2) "Strategic investnent business" nmeans a qualified
busi ness that:
(A) has the business's principal business operations
| ocated in one or nore strategic investnent areas; and
(B) intends to maintain business operations in the
strategic investnent areas after receipt of the investnent by the
certified capital conpany.
(b) A certified capital conpany nust place at |east 30 percent
of the ampbunt of qualified investnments required by Sections
228.151(a) and (b) in a strategic investnment business.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.154. CERTIFIED CAPI TAL NOT | NVESTED | N QUALI FI ED
| N\VESTMENTS. A certified capital conmpany shall invest any certified
capital not invested in qualified investnments only in:
(1) cash deposited with a federally insured financi al
i nstitution;

Statute text rendered on: 6/10/2025 - 171 -


http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM
http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM

I NSURANCE CODE

(2) certificates of deposit in a federally insured
financial institution;

(3) investnent securities that are:

(A) obligations of the United States or agencies or
instrumentalities of the United States; or

(B) obligations that are guaranteed fully as to
principal and interest by the United States;

(4) debt instrunents rated at |east "A" or the equival ent
by a nationally recognized credit rating organi zation, or issued by,
or guaranteed with respect to paynment by, an entity whose unsecured
i ndebt edness is rated at |east "A" or the equivalent by a nationally
recogni zed credit rating organization, and which indebtedness is not
subordi nated to ot her unsecured indebtedness of the issuer or the
guar ant or;

(5) obligations of this state or a nmunicipality or
political subdivision of this state; or

(6) any other investnment approved in advance in witing by
the conptroller.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.155. COWUTATI ON OF AMOUNT OF | NVESTMENTS. (a) The
aggregate cunul ati ve anount of all qualified investnents nmade by a
certified capital conmpany after the conpany's allocation date shal
be considered in the conputation of the percentage requirenents under
this subchapter

(b) A certified capital conpany may invest proceeds received
froma qualified investnment in another qualified investnent, and that
i nvestment counts toward any requirenent of this chapter with respect
to investnments of certified capital.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.156. LIMT ON QUALIFIED I NVESTMENT. A certified
capi tal conpany nmay not make a qualified investnent at a cost to the
conpany that is greater than 15 percent of the conpany's total
certified capital at the tinme of investnent.
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Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.157. DI STRI BUTI ONS BY CERTI FI ED CAPI TAL COVPANY. (a)
In this section, "qualified distribution" nmeans any distribution or
paynment fromcertified capital by a certified capital conpany in
connection wth:

(1) the reasonable costs and expenses of form ng,
syndi cati ng, managi ng, and operating the conpany, provided that the
di stribution or paynent is not made directly or indirectly to a
certified investor, including:

(A) reasonabl e and necessary fees paid for professional
services, including | egal and accounting services, related to the
conpany's formation and operation; and

(B) an annual managenent fee in an anmpunt that does not
exceed 2.5 percent of the conpany's certified capital; and

(2) a projected increase in federal or state taxes,
i ncluding penalties and interest related to state and federal incone
taxes, of the conmpany's equity owners resulting fromthe earnings or
other tax liability of the conpany to the extent that the increase is
related to the ownership, managenent, or operation of the conpany.

(b) A certified capital conpany may nmake a qualified
distribution at any time. To make a distribution or paynent other
than a qualified distribution, a conpany nust have made qualified
investnments in an anmount cunul atively equal to 100 percent of the
conpany's certified capital

(c) If a business in which a qualified investnment is made
rel ocates the business's principal business operations to another
state during the termof the certified capital conpany's investnent
in the business, the cunmul ati ve anount of qualified investnents nade
by the certified capital conpany for purposes of satisfying the
requi renents of Subsection (b) only is reduced by the anount of the
certified capital conmpany's qualified investnments in the business
t hat has rel ocat ed.

(d) Subsection (c) does not apply if the business denonstrates
that the business has returned the business's principal business
operations to this state not later than the 90th day after the date
of the relocation.
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Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.158. REPAYMENT OF DEBT. Notw thstandi ng Section
228. 157(b), a certified capital conpany nay make repaynents of
principal and interest on the conpany's indebtedness w thout any
restriction, including repaying the conpany's indebtedness on which
certified investors earned premumtax credits.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

SUBCHAPTER E. QUALI FI ED BUSI NESS
Sec. 228.201. DEFINITION OF QUALIFIED BUSINESS. (a) |In this
chapter, "qualified business" neans a business that conplies with
this section at the tine of a certified capital conpany's first
i nvestnent in the business.
(b) A qualified business nust:

(1) be headquartered in this state and intend to remain in
this state after receipt of the certified capital conpany's
i nvestnment; and

(2) have the business's principal business operations
|ocated in this state and intend to maintain business operations in
this state after receipt of the certified capital conpany's
i nvest nment .

(c) A qualified business nust agree to use the qualified
investnment primarily to:

(1) support business operations in this state, other than
advertising, pronotion, and sal es operations which nmay be conducted
outside of this state; or

(2) in the case of a start-up conpany, establish and
support business operations in this state, other than adverti sing,
pronotion, and sal es operations which may be conducted outside of
this state.

(d) A qualified business may not have nore than 100 enpl oyees
and rnust:

(1) enploy at |east 80 percent of the business's enpl oyees
inthis state; or
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(2) pay 80 percent of the business's payroll to enployees
in this state.
(e) A qualified business nust be primarily engaged in:
(1) nrmanufacturing, processing, or assenbling products;
(2) conducting research and devel opnent; or
(3) providing services.
(f) A qualified business may not be primarily engaged in:
(1) retail sales
(2) real estate devel opnent;
(3) the business of insurance, banking, or |ending; or
(4) the provision of professional services provided by
accountants, attorneys, or physicians.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.202. RELOCCATI ON OF PRI NCI PAL BUSI NESS CPERATIONS. If,
before the 90th day after the date a certified capital conpany makes
an investnment in a qualified business, the qualified business noves
t he business's principal business operations fromthis state, the
i nvestment may not be considered a qualified investnent for purposes
of the percentage requirenents under this chapter.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 20009.

Sec. 228.203. EVALUATI ON OF BUSI NESS BY COMPTROLLER. (a) A
certified capital company may, before nmaking an investnent in a
busi ness, request a witten opinion fromthe conptroller as to
whet her the business in which the conpany proposes to invest is a
gual i fied business, an early stage business, or a strategic
i nvestnment or | owincome conmunity business.

(b) Not later than the 15th business day after the date of the
recei pt of a request under Subsection (a), the conptroller shall:

(1) determ ne whether the business neets the definition of

a qualified business, an early stage business, or a strategic
i nvestment or | owincone conmmunity business, as applicable, and
notify the certified capital conpany of the determ nation and provide
an expl anation of the determ nation; or
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(2) notify the conpany that an additional 15 days will be
needed to review the request and nake the determ nation.

(c) If the conptroller fails to notify the certified capital
conpany with respect to the proposed investnent within the period
speci fied by Subsection (b), the business in which the conpany
proposes to invest is considered to be a qualified business, an early
stage business, or a strategic investnment or |owinconme conmunity
busi ness, as appropri ate.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 87 (S.B. 1969), Sec. 14.003(a),
ef f. Septenber 1, 2009.

Sec. 228.204. CONTI NUATI ON OF CLASSI FI CATI ON AS QUALI FI ED
BUSI NESS; FOLLOW ON | NVESTMENTS AUTHORI ZED. (a) A business that is
classified as a qualified business at the tinme of the first
investnment in the business by a certified capital conpany:

(1) remains classified as a qualified business; and
(2) may receive followon investnents fromany certified
capi tal conpany.

(b) Except as provided by Subsection (c), a followon
i nvest ment made under Subsection (a) is a qualified investnent even
t hough the business may not neet the definition of a qualified
busi ness at the tine of the follow on investnent.

(c) A followon investnent does not qualify as a qualified
investnment if, at the time of the followon investnent, the qualified
busi ness no | onger has the business's principal business operations
in this state.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

SUBCHAPTER F. PREM UM TAX CREDI T
Sec. 228.251. PREM UM TAX CREDIT. (a) A certified investor
who nakes an investnment of certified capital shall earn in the year
of investnment a vested credit against state premiumtax liability
equal to 100 percent of the certified investor's investnent of
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certified capital, subject to the |imts inposed by this chapter.

(b) Wth respect to credits earned as a result of investnents
made under Program One, beginning with the tax report due March 1
2009, for the 2008 tax year, a certified investor may take up to 25
percent of the vested premumtax credit in any taxable year of the
certified investor. The credit may not be applied to estinmated
paynents due in 2008.

(c) Wth respect to credits earned as a result of investnents
made under Program Two, beginning with the tax report due March 1
2013, for the 2012 tax year, a certified investor may take up to 25
percent of the vested premumtax credit in any taxable year of the
certified investor. The credit may not be applied to estinmated
paynents due in 2012.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 87 (S.B. 1969), Sec. 14.004(a),
eff. Septenber 1, 2009.

Sec. 228.252. LIMT ON PREM UM TAX CREDIT. (a) The credit to
be applied against state premumtax liability of a certified
investor in any one year may not exceed the state prem umtax
liability of the investor for the taxable year.

(b) A certified investor may carry forward any unused credit
agai nst state premumtax liability indefinitely until the prem um
tax credits are used.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.253. PREM UM TAX CREDI T ALLOCATI ON CLAI M REQUI RED.

(a) A certified investor nust prepare and execute a prem umtax
credit allocation claimon a form provided by the conptroller.

(b) The certified capital conpany nmust have filed the claim
with the conptroller on the date on which the conptroller accepted
premumtax credit allocation clains on behalf of certified investors
with respect to Program One or Program Two, as applicable, under the
conptroller's rules.
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(c) The premiumtax credit allocation claimformnmnust include
an affidavit of the certified investor under which the certified
i nvestor becones legally bound and irrevocably conmtted to nake an
investment of certified capital in a certified capital conmpany in the
anount allocated even if the amount allocated is |ess than the anount
of the claim subject only to the receipt of an allocation under
Section 228. 255.

(d) Acertified investor may not claima premumtax credit
under Section 228.251 for an investnment that has not been funded,
wi thout regard to whether the certified investor has commtted to
fund the investnent.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H. B. 2636), Sec. 1B.001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 87 (S.B. 1969), Sec. 14.005(a),
ef f. Septenber 1, 2009.

Sec. 228.254. TOTAL LIMT ON PREM UM TAX CREDITS. (a) The
total amount of certified capital for which premumtax credits may
be all owed under this chapter for all years in which prem umtax
credits are allowed is:

(1) $200 million for Program One; and
(2) $200 mllion for Program Two.

(b) The total anount of certified capital for which prem umtax
credits may be allowed for all certified investors under this chapter
may not exceed the anmount that would entitle all certified investors
in certified capital conpanies to take total credits of $50 million
in ayear with respect to Program One and $50 nmillion in a year with
respect to Program Two.

(c) Acertified capital conpany and the conpany's affiliates
may not file premumtax credit allocation clains wth respect to
Program One or Program Two, as applicable, in excess of the nmaximm
anount of certified capital for which premumtax credits nay be
al l owed for that program as provided by this section.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 87 (S.B. 1969), Sec. 14.006(a),
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ef f. Septenber 1, 2009.

Sec. 228.255. ALLOCATION OF PREM UM TAX CREDIT. (a) |If the
total premumtax credits clained by all certified investors with
respect to Program One or Program Two, as applicable, exceeds the
total limts on premumtax credits established for that program by
Section 228.254(a), the conptroller shall allocate the total anpunt
of premumtax credits allowed under this chapter to certified
investors in certified capital conpanies on a pro rata basis in
accordance with this section.

(b) The pro rata allocation for each certified investor shal
be the product of:

(1) a fraction, the nunerator of which is the ampbunt of the
premumtax credit allocation claimfiled on behalf of the investor
with respect to Program One or Program Two, as applicable, and the
denom nator of which is the total amount of all premiumtax credit
allocation clainms filed on behalf of all certified investors with
respect to that program and

(2) the total anobunt of certified capital for which prem um
tax credits may be allowed with respect to that programunder this
chapter.

(c) The maxi mum anount of certified capital for which prem um
tax credit allocation may be allowed on behalf of a single certified
investor and the investor's affiliates with respect to Program One or
Program Two, as applicable, whether by one or nore certified capital
conpani es, may not exceed the greater of:

(1) $10 million; or

(2) 15 percent of the maxi mum aggregate anount avail able
wi th respect to that program under Section 228.254(a).

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.
Amended by:

Acts 2009, 81st Leg., RS, Ch. 87 (S.B. 1969), Sec. 14.007(a),
eff. Septenber 1, 2009.

Sec. 228.256. TREATMENT OF CREDI TS AND CAPI TAL. I n any case
under this code or another insurance law of this state in which the
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assets of a certified investor are exam ned or considered, the
certified capital may be treated as an admtted asset, subject to
the applicable statutory val uati on procedures.

Added by Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.257. TRANSFERABILITY OF CREDIT. (a) A certified
investor may transfer or assign premumtax credits only in
conpliance with the rul es adopted under Section 228. 052.

(b) The transfer or assignnent of a premumtax credit does not
affect the schedule for taking the premumtax credit under this
chapter.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.258. | MPACT OF PREM UM TAX CREDI T ON | NSURANCE
RATEMAKI NG. A certified investor is not required to reduce the
anount of premumtax included by the investor in connection with
rat emaki ng for an insurance contract witten in this state because of
a reduction in the investor's Texas premiumtax derived from prem um
tax credits granted under this chapter.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

Sec. 228.259. RETALIATORY TAX. A certified investor claimng a
credit against state premumtax liability earned through an
investnment in a conpany is not required to pay any additional
retaliatory tax |evied under Chapter 281 as a result of claimng that
credit.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

SUBCHAPTER G ENFORCEMENT
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Sec. 228.301. ANNUAL REVI EW BY COWTROLLER. (a) The
conptroller shall conduct an annual review of each certified capital
conpany to:

(1) ensure that the conpany:
(A) continues to satisfy the requirenents of this
chapter; and
(B) has not nmade any investnment in violation of this
chapter; and
(2) determne the eligibility status of the conpany's
gual i fied investnents.

(b) Each certified capital conpany shall pay the cost of the
annual review according to a reasonable fee schedul e adopted by the
conptroller.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.302. DECERTI FI CATI ON OF CERTI FI ED CAPI TAL COMPANY.
(a) A material violation of Section 228.105, 228.106, 228.107,
228. 151, 228.152, 228.153, 228.154, 228.155, 228.156, 228.202, or
228.204 is grounds for decertification of a certified capital
conpany.

(b) If the conptroller determ nes that a certified capital
conpany is not in conpliance with a law listed in Subsection (a), the
conptroller shall notify the conpany's officers in witing that the
conpany may be subject to decertification after the 120th day after
the date the notice is mailed unless the conpany:

(1) corrects the deficiencies; and
(2) returns to conpliance with the |aw.

(c) The conptroller may decertify a certified capital conpany,
after opportunity for hearing, if the conptroller finds that the
conpany is not in conpliance with a law listed in Subsection (a) at
the end of the period established by Subsection (b).

(c-1) Notwithstanding any other provision of this section, the
conptroller may decertify a certified capital conpany if the
conptroller receives a request in witing fromthe certified capital
conpany stating that the certified capital conpany has made qualified
i nvestnments in an anmount cunul atively equal to 100 percent of the
conpany's certified capital
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(d) Decertification under this section is effective on receipt
of notice of decertification by the certified capital conpany.

(e) The conptroller shall notify any appropriate state agency
of a decertification of a certified capital conpany.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Amended by:
Acts 2015, 84th Leg., RS., Ch. 53 (H B. 3031), Sec. 1, eff. My
21, 2015.

Sec. 228.303. ADM NI STRATI VE PENALTY. (a) The conptroller may
i npose an adm nistrative penalty on a certified capital conpany that
vi ol ates this chapter

(b) The amount of the penalty nay not exceed $25,000. Each day
a violation continues or occurs is a separate violation for the
pur pose of inposing the penalty. The anount of the penalty shall be
based on:

(1) the seriousness of the violation, including the nature,
circunstances, extent, and gravity of the violation;

(2) the econom c harm caused by the violation;

(3) the history of previous violations;

(4) the amount necessary to deter a future violation;

(5) efforts to correct the violation; and

(6) any other matter that justice nmay require.

(c) Acertified capital conpany assessed a penalty under this
chapter may request a redeterm nation as provided by Chapter 111, Tax
Code.

(d) The attorney general may sue to collect the penalty.

(e) A proceeding to inpose the penalty is a contested case
under Chapter 2001, Governnent Code.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

SUBCHAPTER H. RECAPTURE AND FORFEI TURE OF PREM UM TAX CREDI TS
Sec. 228.351. RECAPTURE AND FORFEI TURE OF PREM UM TAX CREDI T
FOLLOW NG DECERTI FI CATION. (a) Decertification of a certified
capital conpany may, in accordance with this section, cause:
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(1) the recapture of premumtax credits previously clained
by the conpany's certified investors; and

(2) the forfeiture of future premumtax credits to be
cl aimed by the investors.

(b) Decertification of a certified capital conpany on or before
the third anniversary of the conpany's allocation date causes the
recapture of any premumtax credits previously clainmed and the
forfeiture of any future premumtax credits to be clainmed by a
certified investor with respect to the conpany.

(c) For a certified capital conpany that neets the requirenents
for continued certification under Section 228.151(a) and subsequently
fails to nmeet the requirenents for continued certification under
Subsection (b) of that section:

(1) any premumtax credit that has been or will be taken
by a certified investor on or before the third anniversary of the
all ocation date is not subject to recapture or forfeiture; and

(2) any premumtax credit that has been or will be taken
by a certified investor after the third anniversary of the conpany's
all ocation date is subject to recapture or forfeiture.

(d) For a certified capital conpany that has net the
requi renments for continued certification under Section 228.151 and is
subsequent |y decertified:

(1) any premumtax credit that has been or will be taken
by a certified investor on or before the fifth anniversary of the
all ocation date is not subject to recapture or forfeiture; and

(2) any premumtax credit to be taken after the fifth
anniversary of the allocation date is subject to forfeiture only if
the conpany is decertified on or before the fifth anniversary of the
conpany's all ocation date.

(e) For a certified capital conpany that has invested an anount
currul atively equal to 100 percent of the conpany's certified capital
in qualified investnents, any premumtax credit clained or to be
claimed by a certified investor is not subject to recapture or
forfeiture under this section

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.352. NOTI CE OF RECAPTURE AND FORFEI TURE OF PREM UM TAX

Statute text rendered on: 6/10/2025 - 183 -


http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM

I NSURANCE CODE

CREDI T. The conptroller shall send witten notice to the address of
each certified investor whose premumtax credit is subject to
recapture or forfeiture, using the address shown on the investor's

| ast premumtax filing.

Added by Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 1B. 001,
eff. April 1, 2009.

Sec. 228.353. | NDEMNI TY AGREEMENTS AND | NSURANCE AUTHCORI ZED.
(a) A certified capital conpany nmay agree to indemify, or purchase
i nsurance for the benefit of, a certified investor for |osses
resulting fromthe recapture or forfeiture of premumtax credits
under Section 228. 351.

(b) Any guaranty, indemity, bond, insurance policy, or other
paynment undertaki ng made under this section may not be provided by
nore than one certified investor of the certified capital conpany or
affiliate of the certified investor.

Added by Acts 2007, 80th Leg., R'S., Ch. 730 (H B. 2636), Sec. 1B.001,
eff. April 1, 2009.

CHAPTER 229. COOPERATI VE AGREEMENTS W TH OTHER STATES
Sec. 229.001. DEFINITIONS. 1In this chapter:
(1) "Agent" includes:
(A) a surplus lines agent, as defined by Section
981. 002;
(B) a person licensed as a surplus |lines agent by
anot her state; and
(© any other person who perfornms the acts of an agent,
whet her through an oral, witten, electronic, or other form of
comuni cation, by soliciting, negotiating, procuring, or collecting a
prem um on an insurance contract.
(2) "lInsurer" has the neaning assigned by Section 101. 002
and i ncl udes:
(A) an insurer that does not hold a certificate of
authority in this state;
(B) an eligible surplus lines insurer; and
(© an insurer that holds a certificate of authority in
this state but perfornms acts outside the scope of its authority under
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the certificate.
(3) "Prem unt includes:
(A) any consideration for insurance, including:
(1) a premum
(ii) a nmenbership fee
(ti1) an assessnent; and
(iv) dues; or
(B) any other nmeaning of the termadopted in a
cooperative agreenent.
(4) "Processing entity" neans a processing center or
cl eari nghouse established under a cooperative agreenent.
(5) "Stanmping office" nmeans the Surplus Lines Stanping
O fice of Texas or simlar stanping offices in other states.

Added by Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 11
eff. June 15, 2007.

Renunbered from I nsurance Code, Section 228.001 by Acts 2009, 81st
Leg., RS., Ch. 87 (S.B. 1969), Sec. 27.001(60), eff. Septenber 1,
2009.

Sec. 229.002. COOPERATI VE AGREEMENTS W TH OTHER STATES. (a)
The conptroller may enter into a cooperative agreenent, reciprocal
agreenent, or conpact with another state for the collection of
i nsurance prem umtaxes inposed by Chapters 225 and 226 on a
mul tistate basis. An agreenent or anendnent of an agreenent takes
effect according to its terns, except that an agreenment or anmendmnent
may not take effect until the proposed agreenent or anendnent is
publ i shed in the Texas Regi ster.
(b) An agreenment may provide for
(1) determning a base state and nultistate allocation of
i nsurance prem uns;
(2) tax reporting requirenents,;
(3) audit and refund clai m procedures;
(4) exchange of information;
(5) requirenents for reporting on a multistate basis;
(6) insurance and tax related terns and definitions;
(7) penalties, fees, admnistrative costs, and interest
rates;
(8) audit assessnment and refund claimlimtation periods;
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(9) procedures for collecting anounts due from agents,
insurers, or other persons and for collecting and forwarding the
anounts due to the jurisdiction to which the anount is owed;

(10) procedures for verifying refund clains by agents,
insurers, or other persons and for collecting those anbunts fromthe
jurisdiction ow ng the refund anount;

(11) the tenporary remttal of funds equal to the anmounts
due to another jurisdiction, subject to appropriation of funds for
t hat purpose; and

(12) other provisions to facilitate the adm nistration of
t he agreenent.

(c) The conptroller may, as required by the ternms of an
agreenent, provide to an officer of another state any information
that relates to the solicitation, negotiation, procurenent,
pl acenent, issuance, receipt, or collection of premuns by an agent,
i nsurer, or other person for an insurance contract or policy that may
be subject to the prem umtaxes inposed by Chapter 225 or 226

(d) An agreenent may provide for each state to audit the
records of an agent, insurer, or other person based in this state to
determne if insurance prem umtaxes due each state that is a party
to the agreenent are properly reported and paid. An agreenent may
provi de for each state to forward the findings of an audit perfornmed
on an agent, insurer, or other person based in this state to each
other state in which the person has an allocation of taxable
prem uns.

(e) For an agent, insurer, or other person who has an
all ocation of taxable premuns in this state, the conptroller may use
an audit performed by another state that is a party to an agreenent
with this state to nake an assessnent of insurance prem umtaxes
agai nst the agent, insurer, or other person. An assessnent made by
the conptroller under this subsection is prima facie evidence that
t he ambunt shown as due is correct.

(f) An agreenment entered into under this section does not
affect the conptroller's authority to audit any person under any
ot her | aw.

(g) An agreenent entered into under this section prevails over
an inconsistent rule of the conptroller. Except as otherw se
provided by this section, a statute of this state prevails over an
i nconsi stent provision of an agreenent entered into under this
secti on.
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(h) The conptroller my segregate in a separate fund or account
t he amount estimated to be due to other jurisdictions, anounts
subject to refund during the fiscal year, fees, and other costs
col |l ected under the agreenent. On a determ nation of an anount held
that is due to be remtted to another jurisdiction, the conptroller
may i ssue a warrant or rmake an electronic transfer of the anount as
necessary to carry out the purposes of the agreenment. An auditing
cost, nmenbership fee, or other cost associated with the agreenent may
be paid frominterest earned on funds segregated under this
subsection. Any interest earnings in excess of the costs associated
with the agreenent shall be credited to general revenue.

(1) The legislature finds that it is in the public interest to
enter into insurance tax and regul atory agreenents w th other
jurisdictions that may provide for the tenporary remittal of anounts
due other jurisdictions that exceed the anobunts collected and for
cooperation with other jurisdictions for the collection of taxes
i nposed by this state under Chapters 225 and 226 and sim |l ar taxes
i nposed under statutes of other jurisdictions on insurance prem umns.
The conptroller shall ensure that reasonabl e neasures are devel oped
to recover insurance taxes and other anounts due this state during
each bi enni um

(j) The conptroller may enter into a cooperative agreenent,
reci procal agreenent, or conpact with another state to provide for
the collection of taxes inposed by this state and the other states on
i nsurances taxes that nmay be due the states and this state based on a
standardi zed prem um al | ocati on adopted by the states under the
agreenent. The conptroller may al so enter into other cooperative
agreenents with surplus lines stanping offices located in this state
and other states in the reporting and capturing of related tax
information. In addition, the conptroller nay enter into cooperative
agreenents with processing entities located in this state or other
states related to the capturing and processing of insurance prem um
and tax dat a.

(k) The conptroller may adopt rules as necessary to inplenent
this chapter. In adopting rules under this chapter, the conptroller
may not adopt a rule that does not specifically inplenent this
secti on.

Added by Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 11
eff. June 15, 2007.
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Renunbered from I nsurance Code, Section 228.002 by Acts 2009, 81st
Leg., RS., Ch. 87 (S.B. 1969), Sec. 27.001(60), eff. Septenber 1,
2009.

CHAPTER 233. CREDI T AGAI NST CERTAI N TAXES FOR CERTAI N HOUSI NG
DEVELOPMENTS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 233.0001. DEFINITIONS. In this chapter:
(1) "Allocation certificate," "credit," and "qualified
devel opnment” have the nmeani ngs assigned by Section 171.551, Tax Code.
(2) "State premumtax liability" means any tax liability
incurred by an entity under Chapter 221, 222, 223, or 224.

Added by Acts 2023, 88th Leg., RS., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

SUBCHAPTER B. CRED T

Sec. 233.0051. CREDIT. (a) An entity is eligible for a credit
against the entity's state premumtax liability in the anmount and
under the limtations provided by this chapter if the entity owns a
direct or indirect interest in a qualified devel opnent.

(b) An entity that clainms a credit under this chapter is not
required to pay any additional retaliatory tax under Chapter 281 as a
result of claimng the credit.

Added by Acts 2023, 88th Leg., RS., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

Sec. 233.0052. LENGTH OF CREDIT; LIMTATIONS. (a) The entity
shall claimthe credit in the manner provided by Section 171.556, Tax
Code.

(b) The total credit clainmed under this chapter for a report,

i ncluding any carry forward or backward descri bed by Subsection (c),
may not exceed the ampunt of the entity's state premumtax liability
due for the report after any other applicable credit.

(c) The entity may carry a surplus credit forward or backward
as provided by Section 171.557, Tax Code.
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Added by Acts 2023, 88th Leg., R S., Ch. 811 (H. B. 1058), Sec. 2, eff.
January 1, 2024.

Sec. 233.0053. APPLICATION FOR CREDIT. (a) An entity nust
apply for a credit under this chapter on or with the tax report for
the tax year for which the credit is clained and subnmt with the
application a copy of the allocation certificate issued in connection
with the qualified devel opnment and any other information required by
Subchapter K, Chapter 171, Tax Code.

(b) The conptroller shall adopt a formfor the application for
the credit. An entity nust use this formin applying for the credit.

Added by Acts 2023, 88th Leg., R S., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

Sec. 233.0054. RULES; PROCEDURES. The conmptroller and the
Texas Departnment of Housing and Community Affairs, in consultation
wi th each other, shall adopt rules and procedures to inplenent,
adm ni ster, and enforce this chapter

Added by Acts 2023, 88th Leg., R S., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

Sec. 233.0055. APPLI CABLE PROVI SIONS. The provisions of
Subchapter K, Chapter 171, Tax Code, relating to recapture,
allocation of credit, apportionnent of credit, length of credit,
filing requirenments after allocation, and conpliance nonitoring apply
to the credit authorized by this chapter.

Added by Acts 2023, 88th Leg., R S., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

SUBCHAPTER C. EXPI RATI ON OF AUTHORI TY TO ALLOCATE CREDI TS
Sec. 233.0101. EXPI RATI ON OF ALLOCATI ON AUTHORI TY; USE OF
ALLOCATED CREDI TS. (a) The authority of the Texas Departnent of
Housi ng and Comunity Affairs to reserve credit anmounts and issue
all ocation certificates for purposes of Subchapter K, Chapter 171
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Tax Code, and this chapter expires as provided by Section 171.565(a),
Tax Code.

(b) An entity may claima credit under this chapter on a tax
report as provided by Section 171.565(b), Tax Code.

Added by Acts 2023, 88th Leg., RS., Ch. 811 (H B. 1058), Sec. 2, eff.
January 1, 2024.

SUBTI TLE C. | NSURANCE NAI NTENANCE TAXES
CHAPTER 251. GENERAL PROVI SI ONS

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legi sl ature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 251.001. DETERM NI NG RATE OF ASSESSMENT. (a) The
conmm ssioner shall annually determne the rate of assessnent of each
mai nt enance tax i nposed under this subtitle.

(b) In determining the rate of assessnent, the conmm ssioner
shal | consider the requirenent to reinburse the appropriate portion
of the general revenue fund under Section 201.052.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legi sl ature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 251.002. DUTY TO ADVI SE COWTRCOLLER OF RATE. The
conmmi ssioner shall advise the conptroller of the applicable rate of
assessment of a nmmintenance tax not |ater than the 45th day before
the due date of the tax report for the period for which that tax is
due.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 251.003. EFFECT OF LATE ADVI SEMENT OF RATE. (a) Except
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as provided by Subsection (b), if the conm ssioner does not advise
the conptroller of the applicable rate of assessnent of a mmi ntenance
tax by the date required by Section 251.002, the rate of assessnent
is the rate applied in the previous tax period.

(b) If the conmm ssioner advises the conptroller of the
applicable rate of assessnent of a maintenance tax after the tax has
been assessed, the conptroller shall:

(1) advise each taxpayer in witing of the amount of any
addi tional taxes due; or
(2) refund any excess taxes paid.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legi sl ature,
Regul ar Session, for anendnents affecting the follow ng section.
Sec. 251.004. DEPCSIT OF MAI NTENANCE TAXES. (a) Except as

provi ded by Subsection (b), naintenance taxes coll ected under this

subtitle shall be deposited in the general revenue fund and

reall ocated to the Texas Departnent of Insurance operating account.
(b) Each state fiscal year, the conptroller shall reallocate to

t he fl oodpl ai n managenent account established under Section 16. 453,

Water Code, the first $3.05 million of the maintenance taxes

col |l ected under Chapter 252 and deposited in the general revenue

f und.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 1323 (S.B. 1436), Sec. 1, eff.
Sept enber 1, 2007.

Acts 2019, 86th Leg., RS., Ch. 947 (S.B. 7), Sec. 3.02, eff.
June 13, 2019.

CHAPTER 252. FI RE AND ALLI ED LI NES | NSURANCE
Sec. 252.001. MAINTENANCE TAX I MPCSED. A nmai ntenance tax is
i nposed on each authorized insurer with gross prem unms subject to
taxati on under Section 252.003. The tax required by this chapter is
in addition to other taxes inposed that are not in conflict with this
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chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 252.002. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessnent set by the conmm ssioner may not exceed 1.25 percent of
the gross prem uns subject to taxation under Section 252.003.

(b) The comm ssioner shall annually adjust the rate of
assessnment of the maintenance tax so that the tax inposed that year,
t oget her with any unexpended funds produced by the tax, produces the
anount the conmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating all classes of insurance
speci fi ed under:

(1) Chapters 1807, 2001-2006, 2171, 6001, 6002, and 6003;

(2) Subchapter C, Chapter 5;

(3) Subchapter H, Chapter 544;

(4) Subchapter D, Chapter 1806;

(5) Section 403.002;

(6) Sections 417.007, 417.008, and 417.009, Governnent
Code; and

(7) Chapter 2154, Cccupations Code.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 001,
eff. April 1, 2009.

Sec. 252.003. PREM UMS SUBJECT TO TAXATION. An insurer shal
pay mai ntenance taxes under this chapter on the correctly reported
gross premuns fromwiting insurance in this state against |oss or
damage by:

(1) bonbardment;

(2) civil war or conmotion;

(3) cyclone;

(4) earthquake;

(5) excess or deficiency of noisture;

(6) explosion as defined by Section 2002. 006(b);
(7) fire;

(8) flood;
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(9) frost and freeze;

(10) hail, including loss by hail on farm crops;

(11) insurrection;

(12) invasion;

(13) lightning;

(14) mlitary or usurped power;

(15) an order of a civil authority nade to prevent the
spread of a conflagration, epidemc, or catastrophe;

(16) rain;

(17) riot;

(18) the rising of the waters of the ocean or its
tributaries;

(19) snoke or snudge;

(20) strike or |ockout;

(21) tornado;

(22) vandalismor malicious m schief;

(23) volcanic eruption

(24) water or other fluid or substance resulting fromthe
breakage or | eakage of sprinklers, punps, or other apparatus erected
for extinguishing fires, water pipes, or other conduits or
cont ai ners;

(25) weather or clinmatic conditions;

(26) w ndstorm

(27) an event covered under a home warranty insurance
policy; or

(28) an event covered under an inland marine insurance
policy.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 002,
eff. April 1, 2009.

Acts 2007, 80th Leg., R S., Ch. 932 (H B. 3315), Sec. 12, eff.
June 15, 2007.
Reenacted by Acts 2009, 81st Leg., RS., Ch. 87 (S.B. 1969), Sec.
14. 009, eff. Septenber 1, 2009.

Sec. 252.004. ©MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the maintenance tax annually or sem annually, as determ ned
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by the conptroller.

(b) The conptroller may require sem annual or other periodic
paynment only from an i nsurer whose mai ntenance tax liability under
this chapter for the previous tax year was at |east $2,000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The follow ng section was anended by the 89th Legislature. Pending
publication of the current statutes, see H B. 2517, 89th Legi sl ature,
Regul ar Session, for anendnents affecting the follow ng section.
Sec. 252.005. EXCEPTION. This chapter does not apply to:

(1) a farmmutual insurance conpany operating under Chapter
911, unless the conmpany is acting as a fronting insurer as defined by
Section 221.001(c); or

(2) a nutual insurance conpany engaged in business under
Chapter 12, Title 78, Revised Statutes, before that chapter's repeal
by Section 18, Chapter 40, Acts of the 41st Legislature, 1st Called
Session, 1929, as anended by Section 1, Chapter 60, General Laws,
Acts of the 41st Legislature, 2nd Called Session, 1929, that retains
the rights and privileges under the repealed | aw to the extent
provi ded by those sections.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 13, eff.
April 1, 2007.
Amended by:

Acts 2017, 85th Leg., R S., Ch. 1083 (H B. 3496), Sec. 2, eff.
Septenber 1, 2017.

CHAPTER 253. CASUALTY | NSURANCE AND FI DELI TY, GUARANTY, AND SURETY
BOND | NSURANCE
Sec. 253.001. MAINTENANCE TAX | MPCSED. A mai ntenance tax is
i nposed on each authorized insurer with gross prem uns subject to
taxation under Section 253.003. The tax required by this chapter is
in addition to other taxes inposed that are not in conflict with this
chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Sec. 253.002. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessment set by the conm ssioner nmay not exceed 0.4 percent of
the gross prem uns subject to taxation under Section 253.003.

(b) The conmm ssioner shall annually adjust the rate of
assessnent of the maintenance tax so that the tax inposed that year,
toget her wth any unexpended funds produced by the tax, produces the
anount the conmmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating all classes of insurance
speci fi ed under Section 253. 003.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 003,
eff. April 1, 2009.

Sec. 253.003. PREM UMS SUBJECT TO TAXATION. An insurer shal
pay mai ntenance taxes under this chapter on the correctly reported
gross premuns fromwiting a class of insurance specified under:

(1) Chapters 2008, 2251, and 2252;
(2) Subchapter B, Chapter 5;

(3) Subchapter C, Chapter 1806;

(4) Subchapter A, Chapter 2301; and
(5) Subtitle B, Title 10.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 730 (H B. 2636), Sec. 2C. 004,
eff. April 1, 2009.

Sec. 253.004. MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the nmintenance tax annually or sem annually, as determ ned
by the conptroller

(b) The conptroller may require sem annual paynment only from an
i nsurer whose mai ntenance tax liability under this chapter for the
previ ous tax year was at |east $2,000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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CHAPTER 254. MOTOR VEHI CLE | NSURANCE
Sec. 254.001. MAINTENANCE TAX | MPCSED. A nmai ntenance tax is
i nposed on each authorized insurer with gross prem uns subject to
taxati on under Section 254.003. The tax required by this chapter is
in addition to other taxes inposed that are not in conflict with this
chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 254.002. NMAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessment set by the conm ssioner nmay not exceed 0.2 percent of
the gross prem uns subject to taxation under Section 254.003.

(b) The conmm ssioner shall annually adjust the rate of
assessnent of the maintenance tax so that the tax inposed that year,
toget her wth any unexpended funds produced by the tax, produces the
anount the commi ssioner determnes is necessary to pay the expenses
during the succeeding year of regul ating notor vehicle insurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 254.003. PREM UMS SUBJECT TO TAXATION. An insurer shal
pay mai ntenance taxes under this chapter on the correctly reported
gross premuns fromwiting nmotor vehicle insurance in this state,
i ncl udi ng personal and commerci al autonobile insurance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 13, eff.
June 15, 2007.

Sec. 254.004. MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the maintenance tax annually or sem annually, as determ ned
by the conptroller.

(b) The conptroller may require sem annual or other periodic
paynent only from an insurer whose mai ntenance tax liability under
this chapter for the previous tax year was at |east $2,000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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CHAPTER 255. WORKERS' COMPENSATI ON | NSURANCE

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 255.001. MAINTENANCE TAX | MPOSED. (a) A mmintenance tax
is inmposed on each authorized insurer with gross prem uns subject to
taxati on under Section 255.003, including a:

(1) stock insurance conpany;

(2) mutual insurance conpany;

(3) reciprocal or interinsurance exchange; and
(4) Lloyd s plan.

(b) The tax required by this chapter is in addition to other
taxes inposed that are not in conflict with this chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 255.002. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessment set by the conm ssioner nay not exceed 0.6 percent of
the gross prem uns subject to taxation under Section 255.003.

(b) The conmm ssioner shall annually adjust the rate of
assessnent of the maintenance tax so that the tax inposed that year,
toget her wth any unexpended funds produced by the tax, produces the
anount the conmmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regul ati ng workers' conpensation
I nsur ance.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.

Sec. 255.003. PREM UMS SUBJECT TO TAXATION. (a) An insurer
shal | pay mai ntenance taxes under this chapter on the correctly

Statute text rendered on: 6/10/2025 - 197 -


https://capitol.texas.gov/tlodocs/89R/billtext/html/SB01455F.HTM
https://capitol.texas.gov/tlodocs/89R/billtext/html/SB01455F.HTM
https://capitol.texas.gov/tlodocs/89R/billtext/html/SB01455F.HTM

I NSURANCE CODE

reported gross workers' conpensation insurance premuns fromwiting
wor kers' conpensation insurance in this state, including the nodified
annual prem um of a policyhol der that purchases an opti onal
deducti bl e pl an under Subchapter E, Chapter 2053.

(b) The rate of assessnent shall be applied to the nodified
annual prem um before application of a deductible premumcredit.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 005,
eff. April 1, 2009.

The foll owi ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legislature,
Regul ar Session, for anendnents affecting the follow ng section.
Sec. 255.004. MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the maintenance tax annually or sem annually.

(b) The conptroller may require sem annual paynment only from an
i nsurer whose mai ntenance tax liability under this chapter for the
previ ous tax year was at |east $2,000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 256. Al RCRAFT | NSURANCE
Sec. 256.001. MAI NTENANCE TAX | MPCSED. A mai ntenance tax is
i nposed on each authorized insurer with gross prem uns subject to
taxation under Section 256.003. The tax required by this chapter is
in addition to other taxes inposed that are not in conflict with this
chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 256.002. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessnment set by the conm ssioner nay not exceed 0.4 percent of
the gross prem uns subject to taxation under Section 256.003.

(b) The comm ssioner shall annually adjust the rate of
assessment of the nmaintenance tax so that the tax inposed that year,
toget her with any unexpended funds produced by the tax, produces the

Statute text rendered on: 6/10/2025 - 198 -


http://capitol.texas.gov/tlodocs/80R/billtext/html/HB02636F.HTM
https://capitol.texas.gov/tlodocs/89R/billtext/html/SB01455F.HTM

I NSURANCE CODE

anount the conmmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating all classes of insurance
speci fied under Chapter 2101.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 006,
eff. April 1, 2009.

Sec. 256.003. PREM UMS SUBJECT TO TAXATION. An insurer shal
pay mai ntenance taxes under this chapter on the correctly reported
gross premuns fromwiting a class of insurance specified under
Chapter 2101.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 007,
eff. April 1, 2009.

Sec. 256.004. MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the maintenance tax annually or sem annually, as determ ned
by the conptroller.

(b) The conptroller may require sem annual paynent only from an
i nsurer whose mai ntenance tax liability under this chapter for the
previ ous tax year was at |east $2, 000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 257. LIFE, HEALTH, AND ACCI DENT | NSURANCE

Sec. 257.001. MAINTENANCE TAX I MPCSED. (a) A maintenance tax
is inmposed on each authorized insurer, including a group hospital
service corporation, nmanaged care organization, |ocal nmutual aid
associ ation, statew de nutual assessnent conpany, stipulated prem um
conpany, and stock or mutual insurance conpany, that collects from
residents of this state gross prem uns or gross considerations
subj ect to taxation under Section 257.003. The tax required by this
chapter is in addition to other taxes inposed that are not in
conflict with this chapter
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(b) In this section, "managed care organi zati on" means an
organi zati on authorized under this code to engage in the business of
i ssuing health benefit plans that is not authorized as a health
mai nt enance organi zation, preferred provider organization, or
i nsurance conpany and the taxation of which is not preenpted by
federal | aw

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 14, eff.
June 15, 2007.

Sec. 257.002. NMAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessnment set by the conm ssioner may not exceed 0.04 percent of
the gross prem uns and gross considerations subject to taxation under
Section 257.003.

(b) The comm ssioner shall annually adjust the rate of
assessnment of the maintenance tax so that the tax inposed that year,
t oget her with any unexpended funds produced by the tax, produces the
anount the conmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating life, health, and accident
i nsurers.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 257.003. PREM UMS AND CONSI DERATI ONS SUBJECT TO TAXATI ON
LIMT. (a) An insurer shall pay nmaintenance taxes under this
chapter on the correctly reported:

(1) gross premuns collected fromwiting life, health, and
accident insurance in this state, except as provided in Subsection
(b); and

(2) gross considerations collected fromwiting annuity or
endowrent contracts in this state.

(b) The gross prem unms on which an assessnent is based under
this chapter may not incl ude:

(1) premuns received fromthe United States for insurance
contracted for by the United States in accordance with or in
furtherance of Title XVIII of the Social Security Act (42 U.S. C
Section 1395c et seq.) and its subsequent anmendnents; or
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(2) premuns paid on group health, accident, and life

policies in which the group covered by the policy consists of a
single nonprofit trust established to provide coverage primarily for
enpl oyees of:

(A) a nunicipality, county, or hospital district in
this state; or

(B) a county or rmunicipal hospital, without regard to
whet her the enpl oyees are enpl oyees of the county or nunicipality or
of an entity operating the hospital on behalf of the county or
muni ci pality.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H B. 2018), Sec. 11.006(a), eff.
Sept enber 1, 2005.

Sec. 257.004. ©MAI NTENANCE TAX DUE DATES. (a) The insurer
shal | pay the maintenance tax annually, sem annually, or on another
periodi c basis, as determ ned by the conptroller.

(b) The conptroller may require sem annual or other periodic
paynment only from an i nsurer whose mai ntenance tax liability under
this chapter for the previous year was at |east $2,000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 258. HEALTH MAI NTENANCE ORGANI ZATI ONS
Sec. 258.001. APPLICABILITY OF CERTAIN DEFINITIONS. In this
chapter, a termdefined by Section 843.002 has the neani ng assigned
by that section.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 258.002. MAI NTENANCE TAX | MPOSED. A per capita
mai nt enance tax i s inposed on each authorized health nmaintenance
organi zation with gross revenues subject to taxation under Section
258.004. The tax required by this chapter is in addition to other
taxes inmposed that are not in conflict with this chapter.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 258.003. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessnent set by the conm ssioner may not exceed $2 per enroll ee.

(b) The comm ssioner shall annually adjust the rate of
assessnment of the per capita mai ntenance tax so that the tax inposed
that year, together with any unexpended funds produced by the tax,
produces the anount the conm ssioner determnes is necessary to pay
t he expenses during the succeedi ng year of regulating health
mai nt enance organi zati ons.

(c) The rate of assessnment nmay differ between basic health care
plans, limted health care service plans, and single health care
service plans and nust equitably reflect any differences in
regul atory resources attributable to each type of plan.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 258.004. REVENUES SUBJECT TO TAXATION, LIMT. (a) A
heal t h mai nt enance organi zati on shall pay per capita nmaintenance
taxes under this chapter on the correctly reported gross revenues
collected fromissuing health maintenance certificates or contracts
in this state.

(b) The anobunt of maintenance tax assessed may not be conputed
based on:

(1) enrollees who as individual certificate holders or
their dependents are covered by a master group policy paid for by
revenues received fromthe United States for insurance contracted for
by the United States in accordance with or in furtherance of Title
XVIT1 of the Social Security Act (42 U . S.C. Section 1395c et seq.)
and its subsequent amendnents; or

(2) revenues paid on group health, accident, and life
certificates or contracts in which the group covered by the
certificate or contract consists of a single nonprofit trust
establ i shed to provide coverage primarily for enpl oyees of:

(A) a nunicipality, county, or hospital district in
this state; or

(B) a county or municipal hospital, without regard to
whet her the enpl oyees are enpl oyees of the county or municipality or
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of an entity operating the hospital on behalf of the county or
muni ci pality.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2005, 79th Leg., Ch. 728 (H. B. 2018), Sec. 11.007(a), eff.
Septenber 1, 2005.

Sec. 258.005. MAINTENANCE TAX DUE DATES. (a) The health
mai nt enance organi zation shall pay the mai ntenance tax annual ly or
sem annual | y.

(b) The conptroller may require sem annual or other periodic
paynent only from a heal th nmai nt enance organi zati on whose nai nt enance
tax liability under this chapter for the previous year was at |east
$2, 000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 259. THI RD- PARTY ADM NI STRATORS
Sec. 259.001. DEFINITIONS. 1In this chapter:

(1) "Admnistrative or service fees" neans al
consi deration, fees, assessnents, paynments, reinbursenents, dues, and
ot her conpensation received for services as an adm nistrator during a
cal endar year. The term does not include sal es comm ssions.

(2) "Administrator" has the neaning assigned by Section
4151. 001.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 259.002. MAI NTENANCE TAX | MPOSED. A mai ntenance tax is
i nposed on each authorized adm nistrator with admnistrative or
service fees subject to taxation under Section 259.004. The tax
required by this chapter is in addition to other taxes inposed that
are not in conflict wiwth this chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Sec. 259.003. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessment set by the conm ssioner nay not exceed one percent of
the adm nistrative or service fees subject to taxation under Section
259. 004.

(b) The comm ssioner shall annually adjust the rate of
assessnment of the maintenance tax so that the tax inposed that year,
t oget her with any unexpended funds produced by the tax, produces the
anount the conmi ssioner determnes is necessary to pay the expenses
of regul ating adm ni strators.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 259.004. ADM NI STRATI VE AND SERVI CE FEES SUBJECT TO
TAXATI ON.  An admini strator shall pay mai ntenance taxes under this
chapter on the admnistrator's correctly reported adm nistrative or
service fees.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 259.005. MAI NTENANCE TAX DUE DATES. The adm nistrator
shal | pay the maintenance tax annually, sem annually, or on another
periodi c basis, as determ ned by the conptroller.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

CHAPTER 261. TEXAS | NSURANCE EXCHANGE
Sec. 261.001. DEFINITION. In this chapter, "exchange" neans
t he Texas | nsurance Exchange.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 261.002. MAI NTENANCE TAX | MPOSED. A nmintenance tax is
i nposed on the gross prem uns paid through the exchange and subj ect
to taxation under Section 261. 004.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Sec. 261.003. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessment set by the conm ssioner nay not exceed one percent of
the gross prem uns subject to taxation under Section 261. 004.

(b) The conmm ssioner shall annually adjust the rate of
assessnent of the maintenance tax so that the tax inposed that year,
toget her wth any unexpended funds produced by the tax, produces the
anount the conmmi ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating all classes of insurance
speci fied under Chapter 2204.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 008,
eff. April 1, 2009.

Sec. 261.004. PREM UMS SUBJECT TO TAXATION. The exchange shal
pay mai ntenance taxes under this chapter on the correctly reported
gross prem uns paid through the exchange on all classes of insurance
speci fied under Chapter 2204.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 2C. 009,
eff. April 1, 2009.

Sec. 261.005. MAI NTENANCE TAX DUE DATES. The exchange shal
pay the mai ntenance tax annually, sem annually, or on another
periodi c basis, as determ ned by the conptroller.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

SUBTI TLE D. TI TLE | NSURANCE MAI NTENANCE FEES
CHAPTER 271. TITLE | NSURANCE MAI NTENANCE FEES
Sec. 271.001. APPLICABILITY OF CERTAIN DEFINITIONS. In this
chapter, a termdefined by Chapter 2501 has the neani ng assi gned by
t hat chapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
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Sec. 271.002. MAINTENANCE FEE | MPOCSED. (a) A maintenance fee
is inmposed on all prem uns subject to assessnent under Section
271. 006.

(b) The mai ntenance fee is not a tax and shall be reported and
pai d separately frompremumand retaliatory taxes.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 932 (H B. 3315), Sec. 15, eff.
June 15, 2007.

Sec. 271.003. DUPLI CATI ON OF ASSESSMENT PROHI BI TED W TH RESPECT
TO TI TLE | NSURANCE ACENTS. The maintenance fee is included in the
di vision of premuns and nay not be separately charged to atitle
i nsurance agent.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.004. DETERM NI NG RATE OF ASSESSMENT. (a) The
commi ssioner shall annually determne the rate of assessnent of the
mai nt enance fee.

(b) In determining the rate of assessnent, the comm ssioner
shal | consider the requirenment to reinburse the appropriate portion
of the general revenue fund under Section 201.052.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.005. MAXI MUM RATE; ANNUAL ADJUSTMENT. (a) The rate
of assessnment set by the conm ssioner nay not exceed one percent of
the gross prem uns subject to assessnment under Section 271. 006.

(b) The comm ssioner shall annually adjust the rate of
assessment of the nmintenance fee so that the fee inposed that year,
toget her with any unexpended funds produced by the fee, produces the
anount the conm ssioner determnes is necessary to pay the expenses
during the succeeding year of regulating title insurance.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.006. PREM UVS SUBJECT TO ASSESSMENT. An insurer shal
pay mai ntenance fees under this chapter on the correctly reported
gross premuns fromwiting title insurance in this state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.007. COLLECTI ON OF MAI NTENANCE FEE. The conptroller
shall collect the mai ntenance f ee.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.008. DUTY TO ADVI SE COWTRCOLLER OF RATE. The
commi ssi oner shall advise the conptroller of the applicable rate of
assessnent of the maintenance fee not later than the 45th day before
the due date of the maintenance fee return for the period for which
that fee is due.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.009. EFFECT OF LATE ADVI SEMENT OF RATE. (a) Except
as provided by Subsection (b), if the conm ssioner does not advise
the conptroller of the applicable rate of assessnent of the
mai nt enance fee by the date required by Section 271.008, the rate of
assessnment is the rate inposed in the precedi ng peri od.

(b) If the conm ssioner advises the conptroller of the
applicable rate of assessnent after the fee has been assessed, the
conptrol l er shall

(1) advise each insurer in witing of the amobunt of any
additional fees due; or
(2) refund any excess fees paid.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.010. DEPCSIT OF MAI NTENANCE FEES. (a) The
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conptroll er shall deposit maintenance fees coll ected under this
chapter in the general revenue fund to be reallocated to the Texas
Departnent of |nsurance operating account.

(b) Amounts in the Texas Departnment of |nsurance operating
account may be transferred to the appropriate portion of the general
revenue fund in accordance with Section 201. 052.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.011. MAI NTENANCE FEE DUE DATES. (a) The insurer
shal | pay the maintenance fee on an annual, sem annual, or other
periodic basis, as determ ned by the conptroller.

(b) The conptroller may require sem annual or other periodic
paynent only from an insurer whose mai ntenance fee liability under
this chapter for the preceding year was at |east $2, 000.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 271.012. RULES. The conm ssioner nay adopt reasonabl e
rules to inplenent paynents under this chapter

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

SUBTI TLE E. OTHER TAXES
CHAPTER 281. RETALI ATORY PROVI SI ONS
SUBCHAPTER A. RETALI ATORY TAXES AND OTHER CHARGES
Sec. 281.001. DEFINITIONS. In this subchapter:
(1) "Domestic insurer"” means an insurer organized in this
state.
(2) "Foreign insurer" nmeans an insurer organized in another
state.
(3) "Tax or other charge" includes:
(A) a tax, including an incone, corporate franchise, or
mai nt enance t ax;
(B) a fee, including a regulatory fee simlar to a
mai nt enance tax;
(© a license;
(D a fine;
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(E) a penalty;
(F) a deposit requirenent; and
(G any other obligation.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.002. TREATMENT OF ALI EN | NSURER AS FOREI GN | NSURER
For purposes of this subchapter, an alien insurer is considered to be
organi zed in the state designated by the insurer in which the
i nsurer:

(1) has established its principal office or agency in the
United States;

(2) nmaintains the greatest anopunt of its assets held in
trust or on deposit for the security of its policyhol ders or
policyholders and creditors in the United States; or

(3) was admtted to engage in business in the United
St at es.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.003. EXCEPTION. This subchapter does not apply to a
person, conpany, firm association, group, corporation, or insurance
organi zation of any kind from another state that engages in business
inthis state if:

(1) at least 15 percent of the voting stock of the person,
conpany, firm association, group, corporation, or insurance
organi zation is owned by a corporation organi zed under the | aws of
and domciled in this state; and

(2) the person, conpany, firm association, group,
corporation, or insurance organization net the requirenents of
Subdi vi sion (1) before January 30, 1957.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.004. RETALIATORY TAXES OR OTHER CHARGES, PROHI BI TI ONS
AND RESTRICTIONS. (a) The conptroller shall inpose and collect a
tax or other charge or a prohibition or restriction on a foreign
insurer authorized to engage in business in this state if:
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(1) the foreign insurer's state of organization by |aw
i nposes a tax or other charge or a prohibition or restriction on a
simlar donestic insurer that is or may be authorized to engage in
busi ness in that other state; and

(2) the sumof the taxes or other charges, prohibitions,
and restrictions inposed by that other state is nore than the sum of
the taxes or other charges, prohibitions, and restrictions that this
state directly inposes on the foreign insurer.

(b) The conptroller shall inpose and collect the tax or other
charge, prohibition, or restriction under Subsection (a) in the same
manner and for the same purpose as the foreign insurer's state of
or gani zati on.

(c) The sumof the taxes or other charges that this state
i nposes on a foreign insurer under this subchapter may not exceed the
sum of the taxes or other charges inposed by the foreign insurer's
state of organization on a simlar donmestic insurer that is or may be
authorized to engage in business in that other state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.005. EXCLUSI ON OF CERTAI N TAXES OR CHARGES. In
determ ning an insurer's taxes or other charges under this
subchapter, the conptroller may not consider

(1) an ad valoremtax on property;

(2) a personal incone tax;

(3) a sales tax;

(4) a surcharge that an insurer may recover directly from
pol i cyhol ders; or

(5) an assessnent for a special purpose, such as an
assessnment for a guaranty association, high risk health pool, joint
underwriting association, or w ndstorm associ ation, under the | aw of
this or another state.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

The foll ow ng section was anmended by the 89th Legislature. Pending
publication of the current statutes, see S.B. 1455, 89th Legi sl ature,
Regul ar Session, for amendnents affecting the follow ng section.
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Sec. 281.006. TREATMENT OF CERTAI N TAX REDUCTI ONS AND CREDI TS
(a) Repealed by Acts 2007, 80th Leg., R S., Ch. 932, Sec. 22(b),
eff. June 15, 2007.

(b) For purposes of this subchapter, a tax offset or credit
related to an assessnent described by Section 281.005 is considered a
tax paid in this or another state, as appropriate.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 22(b), eff.
June 15, 2007.

Sec. 281.007. TAX REPORT; ADM NI STRATI ON AND COLLECTI ON OF
TAX. The conptroller shall prescribe a due date for filing a report
and paying a tax inposed under this subchapter.

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.008. RECIPROCI TY AGREEMENTS. The conptroller by rule
may enter into a reciprocity agreenent with another state under which
the parties agree to mutually set aside retaliatory provisions in
situations in which this state and the other state determ ne that
retaliation is not the preferred approach to protect their donestic
insurers from excessive taxation or other financial obligations. 1In
adopting rules under this section, the conptroller may not adopt a
rul e that does not specifically inplenent this section.

Added by Acts 2007, 80th Leg., R S., Ch. 932 (H B. 3315), Sec. 16,
eff. June 15, 2007.

SUBCHAPTER B. RETALI ATORY PENALTI ES OR OTHER OBLI GATI ONS
Sec. 281.051. DEFINITIONS. In this subchapter:
(1) "Donestic insurer" and "foreign insurer" have the
nmeani ngs assi gned by Section 281. 001.
(2) "Penalty or other obligation" includes a sanction,
fine, financial, deposit, or regulatory requirenent, and any ot her
obl i gation, prohibition, or restriction.
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Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

Sec. 281.052. | MPOSITION OF PENALTY OR OTHER OBLI GATION. (a)
The Texas Department of Insurance shall inpose a penalty or other
obligation on a foreign insurer authorized to engage in the business
of insurance in this state if:
(1) the insurance departnent or an insurance regulatory
official of the foreign insurer's state of organi zation inposes a
penalty or other obligation on any domestic insurer authorized to
engage in the business of insurance in that state; and
(2) the penalty or other obligation is inposed because the
Texas Departnent of I|Insurance did not:
(A) obtain or nmaintain accreditation certification or a
simlar formof approval, conpliance, or acceptance fromor as a
menber of the National Association of |Insurance Conmm ssioners or a
commttee, task force, working group, or advisory comrttee of the
associ ation; or
(B) conply with a nodel act, regulation, report, or
requi renment of the National Association of |nsurance Commi ssioners or
a commttee, task force, working group, or advisory conmttee of the
associ ation, including a nmarket conduct, financial exam nation, or
annual financial statenent.
(b) A penalty or other obligation inposed by the Texas
Depart ment of Insurance on a foreign insurer under this section nust
be the sane as the penalty or other obligation inposed on the
donmestic insurer by the insurance departnment or regulatory official
of the foreign insurer's state of organization

Added by Acts 2003, 78th Leg., ch. 1274, Sec. 1, eff. April 1, 2005.

TITLE 4. REGULATI ON OF SOLVENCY
SUBTI TLE A.  GENERAL PROVI SI ONS
CHAPTER 401. AUDI TS AND EXAM NATI ONS
SUBCHAPTER A. | NDEPENDENT AUDI T OF FI NANCI AL STATEMENTS
Sec. 401.001. DEFINITIONS. In this subchapter:
(1) "Accountant" neans an independent certified public
accountant or accounting firmthat nmeets the requirenents of Section
401. 011.
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"Affiliate" has the meani ng assi gned by Section

"Heal t h mai nt enance organi zation"

means a health

mai nt enance organi zation authorized to engage in business in this

St ate.

(4)

"l nsurer"

business in this state, including:
life, health, or accident insurance conpany;
fire and marine insurance conpany;

i nsurance conpany;

(5)
823. 003.

(A)
(B)
(O
(D)
(B)
(F)
(9
(H
(1)

(J)
(K)
(L)
(M
(N
(O
(P)

QY YOO YOO DY YD

O o YO D D

a

general casualty conpany;
title insurance conpany;
fraternal benefit society;
mutual |ife insurance conpany;
| ocal nmutual aid association;

st at ewi de nutual assessnent conpany;

means an insurer authorized to engage in

mut ual insurance conpany other than a nutua

farm nutual 1nsurance conpany;
county mutual insurance conpany;
LI oyd' s pl an;

reci procal or interinsurance exchange;

group hospital service corporati
stipul ated prem um conpany; and

nonprofit |egal services corporation.

on;

"Subsi di ary" has the neani ng assi gned by Section

Added by Acts 2005, 79th Leg., Ch. 727 (H.B. 2017),

1, 2007.

Sec. 401.002.
subchapter is to require an annual
public accountant of the financial

Sec.

1

ef f.

PURPOSE OF SUBCHAPTER. The purpose of this

condition and the results of operations of each insurer or
mai nt enance organi zati on.

Added by Acts 2005, 79th Leg., Ch. 727 (H.B. 2017),

1, 2007.

Sec.

1

heal t h

ef f.

life

Apri

audit by an independent certified
statenments reporting the financi al

Apri
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Sec. 401.003. EFFECT OF SUBCHAPTER ON AUTHORI TY TO EXAM NE
Thi s subchapter does not limt the conm ssioner's authority to order
or the departnent's authority to conduct an exam nation of an insurer
or heal th nmai nt enance organi zati on under this code or the
commi ssioner's rul es.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.004. FILING AND EXTENSI ONS FOR FI LI NG OF AUDI TED
FI NANCI AL REPORT. (a) Unl ess exenpt under Section 401. 006, 401. 007,
or 401.008 and except as ot herw se provided by Sections 401. 005 and
401. 016, an insurer or health naintenance organi zation shall:

(1) have an annual audit perforned by an accountant; and
(2) file with the comm ssioner on or before June 30 an
audi ted financial report for the preceding cal endar year.

(b) The conmm ssioner may require an insurer or health
mai nt enance organi zation to file an audited financial report on a
date that precedes June 30. The commi ssioner nust notify the insurer
or health mai ntenance organi zation of the filing date not later than
the 90th day before that date.

(c) An insurer or health mai ntenance organi zati on nay request
an extension of the filing date by submtting the request in witing
before the 10th day preceding the filing date. The request nust
i nclude sufficient detail for the conmm ssioner to nmake an inforned
deci sion on the requested extension. The conm ssioner may extend the
filing date for one or nore 30-day periods if the comm ssioner
determ nes that there is good cause for the extension based on a
showi ng by the insurer or health nai ntenance organi zation and the
insurer's or health maintenance organi zati on's accountant of the
reasons for requesting the extension.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.005. ALTERNATIVE FI LI NG FOR CANADI AN OR BRI TI SH
| NSURERS OR HEALTH MAI NTENANCE ORGANI ZATIONS. (a) Instead of the
audi ted financial report required by Section 401.004, an insurer or
heal t h mai nt enance organi zati on domciled in Canada or the United
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Kingdommay file the insurer's or health mai ntenance organi zation's
annual statenment of total business on the formfiled by the insurer
or health nmai ntenance organi zation with the appropriate regul atory
authority in the country of domcile. The statenment nust be audited
by an i ndependent accountant chartered in the country of domcile.

(b) The chartered accountant mnmust be registered with the
commi ssi oner under Section 401.014(a). The registration nust be
acconpani ed by a statenment, signed by the accountant, indicating that
the accountant is aware of the requirenents of this subchapter and
affirm ng that the accountant will express the accountant's opinion
in conformty with those requirenents.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.006. EXEMPTI ON FOR CERTAI N SMALL | NSURERS AND HEALTH
MAI NTENANCE ORGANI ZATIONS. (a) An insurer or health maintenance
organi zation that has less than $1 mllion in direct premuns witten
in this state during a cal endar year is exenpt fromthe requirenent
to file an audited financial report if the insurer or health
mai nt enance organi zation submts an affidavit, nade under oath by one
of the insurer's or health naintenance organi zation's officers, that
specifies the amount of direct premuns witten in this state during
t hat peri od.

(b) Notwi thstandi ng Subsection (a), the com ssioner may
require an insurer or health nmai ntenance organi zation, other than a
fraternal benefit society that does not have any direct prem uns
witten in this state for accident and health insurance during a
cal endar year, to conply with this subchapter if the comm ssioner
finds that the insurer's or health nai ntenance organi zation's
conpliance is necessary for the conm ssioner to fulfill the
conmi ssioner's statutory responsibilities.

(c) An insurer or health maintenance organi zation that has
assuned prem uns of at least $1 million under reinsurance agreements
is not exenpt under Subsection (a).

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
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Sec. 401.007. EXEMPTI ON FOR CERTAI N FOREI GN OR ALI EN | NSURERS
OR HEALTH MAI NTENANCE ORGANI ZATIONS. (a) A foreign or alien insurer
or heal th mai ntenance organi zation that files an audited financi al
report in another state in accordance with that state's requirenents
for audited financial reports nmay be exenpt fromfiling a report
under this subchapter if the conm ssioner finds that the other
state's requirenents are substantially simlar to the requirenents
prescri bed by this subchapter.

(b) An insurer or health mai ntenance organi zati on exenpt under
this section shall file with the comm ssioner a copy of:

(1) the audited financial report, the report on significant
deficiencies in internal controls, and the accountant's letter of
qualifications filed with the other state; and

(2) any notification of adverse financial conditions report
filed with the other state.

(c) The reports and letter required by Subsection (b)(1) nust
be filed in accordance with the filing dates prescribed by Sections
401. 004 and 401.019. The report required by Subsection (b)(2) nust
be filed in accordance with the filing date prescribed by Section
401. 017.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.008. HARDSHI P EXEMPTION. (a) An insurer or health
mai nt enance organi zation that is not eligible for an exenption under
Section 401. 006 or 401.007 may apply to the conm ssioner for a
har dshi p exenpti on

(b) Subject to Subsection (c), the conm ssioner may grant an
exenption under this section if the conm ssioner finds, after
reviewi ng the application, that conpliance with this subchapter would
constitute a severe financial or organizational hardship for the
i nsurer or health maintenance organi zation. The conm ssioner may
grant the exenption at any tinme for one or nore specified periods.

(c) The conm ssioner nmay not grant an exenption under this
section if:

(1) the exenption would dimnish the departnent’'s ability
to monitor the financial condition of the insurer or health
mai nt enance organi zation; or
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(2) the insurer or health naintenance organization:
(A) during the five-year period preceding the date the
application for the exenption is nade:
(1) has been placed under supervi sion,
conservatorshi p, or receivership;
(1i1) has undergone a change in control, as
descri bed by Section 823.005; or
(iii1) has been subject to a significant nunber of
conplaints, as determ ned by the comm ssioner;
(B) has been identified by the departnent as troubl ed;
(© has been or is the subject of a disciplinary action
by the departnent; or
(D) is not conplying with the law or with a rule
adopted by the comm ssi oner.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.009. CONTENTS OF AUDI TED FI NANCI AL REPCRT. (a) An
audi ted financial report required under Section 401.004 nust:

(1) describe the financial condition of the insurer or
heal t h mai nt enance organi zation as of the end of the nobst recent
cal endar year and the results of the insurer's or health maintenance
organi zati on's operations, changes in financial position, and changes
in capital and surplus for that year;

(2) conformto the statutory accounting practices
prescribed or otherwi se permtted by the insurance regulator in the
insurer's or health naintenance organi zation's state of domcile; and

(3) include:

(A) the report of an accountant;

(B) a balance sheet that reports admtted assets,
liabilities, capital, and surplus;

(C© a statenent of gain or |oss from operations;

(D) a statenent of cash flows;

(E) a statenent of changes in capital and surpl us;

(F) any notes to financial statenents;

(G supplenentary data and i nformation, including any
additional data or information required by the conm ssioner; and

(H information required by the departnment to conduct
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the insurer's or health maintenance organi zation's exan nati on under
Subchapt er B.

(b) The notes to financial statenments required by Subsection
(a)(3)(F) must include:

(1) a reconciliation of any differences between the audited
statutory financial statenents and the annual statenments filed under
this code, with a witten description of the nature of those
di f f erences;

(2) any notes required by the appropriate National
Associ ation of Insurance Conmm ssioners annual statenent instructions
or by generally accepted accounting principles; and

(3) a summary of the ownership of the insurer or health
mai nt enance organi zation and that entity's relationship to any
affiliated conpany.

(c) An insurer or health maintenance organi zati on required
under Section 401.004 to file an audited financial report that does
not retain an i ndependent certified public accountant to perform an
annual audit for the previous year may not be required to include in
the report audited statenents of operations, cash flows, or changes
in capital and surplus for the first year. The insurer or health
mai nt enance organi zation nust include those statenents in the first-
year report and | abel the statenments as unaudited. The insurer or
heal t h mai nt enance organi zati on nmust include in the first-year report
all other reports described by Section 401. 004.

(d) The conm ssioner shall adopt rul es governing the
information to be included in the audited financial report under
Subsection (a)(3)(H).

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.010. REQUI REMENTS FOR FI NANCI AL STATEMENTS | N AUDI TED
FI NANCI AL REPORT. (a) An accountant nust audit the financial
reports provided by an insurer or health maintenance organi zation for
pur poses of an audit under this subchapter. The accountant who
audits the reports nmust conduct the audit in accordance with
general ly accepted auditing standards or with standards adopted by
t he Public Conpany Accounting Oversight Board, as applicable, and
must consider the standards specified in the Financial Condition
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Exam ner's Handbook adopted by the National Association of |nsurance
Comm ssi oners or other anal ogous nationally recogni zed standards
adopt ed by conm ssi oner rule.

(b) The financial statements included in the audited financi al
report nust be prepared in a formand using | anguage and groupi ngs
substantially the sane as those of the relevant sections of the
insurer's or health naintenance organi zation's annual statenment filed
with the conmm ssioner. Beginning in the second year in which an
i nsurer or health maintenance organization is required to file an
audited financial report, the financial statenents nust al so be
conparative, presenting the amounts as of Decenber 31 of the reported
year and the amounts as of Decenber 31 of the preceding year.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 3B.001(a),
eff. Septenber 1, 2007.

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 9.001(a),
ef f. Septenber 1, 2007.

Sec. 401.011. QUALI FI CATI ONS OF ACCOUNTANT; ACCEPTANCE OF
AUDI TED FI NANCI AL REPORT. (a) Except as provided by Subsections (c)
and (d), the comm ssioner shall accept an audited financial report
from an i ndependent certified public accountant or accounting firm
t hat :

(1) is a nmenber in good standing of the Anerican Institute
of Certified Public Accountants and is in good standing with al
states in which the accountant or firmis licensed to practice, as
appl i cabl e; and

(2) conforns to the Anerican Institute of Certified Public
Account ants Code of Professional Conduct and to the rules of
pr of essi onal conduct and other rules of the Texas State Board of
Publ i c Accountancy or a simlar code.

(b) If the insurer or health maintenance organi zation is
domciled in Canada, the comm ssioner shall accept an audited
financial report froman accountant chartered in Canada. |If the
i nsurer or health nmaintenance organization is domciled in G eat
Britain, the conm ssioner shall accept an audited financial report
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froman accountant chartered in Geat Britain.

(c) A partner or other person responsible for rendering a
report for an insurer or health maintenance organi zation for seven
consecutive years may not, during the two-year period after that
seventh year, render a report for the insurer or health maintenance
organi zation or for a subsidiary or affiliate of the insurer or
heal t h mai nt enance organi zation that is engaged in the business of
i nsurance. The conm ssioner nmay determne that the limtation
provi ded by this subsection does not apply to an accountant for a
particul ar insurer or health maintenance organization if the insurer
or health mai nt enance organi zati on denonstrates to the satisfaction
of the comm ssioner that the [imtation's application to the insurer
or heal th mai nt enance organi zati on woul d be unfair because of unusual
circunstances. In nmaking the determ nation, the conm ssioner may
consi der:

(1) the nunber of partners or individuals the accountant
enpl oys, the expertise of the partners or individuals the accountant
enpl oys, or the nunmber of the accountant's insurance clients;

(2) the prem umvolume of the insurer or health nmaintenance
organi zation; and

(3) the nunber of jurisdictions in which the insurer or
heal t h mai nt enance organi zati on engages i n busi ness.

(d) The conmm ssioner may not accept an audited financial report
prepared wholly or partly by an individual or firmwho the
conmmi ssi oner finds:

(1) has been convicted of fraud, bribery, a violation of
t he Racketeer Influenced and Corrupt Organizations Act (18 U S. C
Section 1961 et seq.), or a state or federal crimnal offense
i nvol vi ng di shonest conduct;

(2) bhas violated the insurance laws of this state with
respect to a report filed under this subchapter;

(3) has denonstrated a pattern or practice of failing to
detect or disclose material information in reports filed under this
subchapter; or

(4) has directly or indirectly entered into an agreenent
of indemity or release of liability regarding an audit of an
i nsurer.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
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Amended by:

Acts 2007, 80th Leg., RS., Ch. 730 (H B. 2636), Sec. 3B.002(a),
eff. Septenber 1, 2007.

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 9.002(a),
eff. Septenber 1, 2007.

Sec. 401.012. HEARI NG ON ACCOUNTANT QUALI FI CATI ONS; REPLACEMENT
OF ACCOUNTANT. The comm ssioner nmay hold a hearing to determne if
an accountant is qualified and i ndependent. |If, after considering
t he evidence presented, the comm ssioner determ nes that an
accountant is not qualified and i ndependent for purposes of
expressing an opinion on the financial statements in an audited
financial report filed under this subchapter, the conm ssioner shal
i ssue an order directing the insurer or health maintenance
organi zation to replace the accountant with a qualified and
i ndependent account ant.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.013. ACCOUNTANT'S LETTER OF QUALI FI CATIONS. (a) The
audi ted financial report required under Section 401.004 nust be
acconpanied by a letter provided by the accountant who perforned the
audit stating:

(1) the accountant's general background and experience;

(2) the experience of each individual assigned to prepare
the audit in auditing insurers or health nmaintenance organi zations
and whether the individual is an independent certified public
accountant; and

(3) that the accountant:

(A) is properly licensed by an appropriate state
licensing authority, is a nmenber in good standing of the Anmerican
Institute of Certified Public Accountants, and is otherw se qualified
under Section 401.011;

(B) is independent fromthe insurer or health
mai nt enance organi zation and conforns to the standards of the
prof ession contained in the Anerican Institute of Certified Public
Account ants Code of Professional Conduct, the statenents of that
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institute, and the rules of professional conduct adopted by the Texas
State Board of Public Accountancy, or a simlar code;
(© understands that:

(1) the audited financial report and the
accountant's opinion on the report will be filed in conpliance with
this subchapter; and

(ii) the comm ssioner will rely on the report and
opinion in nonitoring and regulating the insurer's or health
mai nt enance organi zation's financial position; and

(D) consents to the requirenments of Section 401. 020 and
agrees to nake the accountant's work papers avail able for review by
the departnent or the departnent's designee.

(b) Subsection (a)(2) does not prohibit an accountant from
using any staff the accountant considers appropriate if use of that
staff is consistent with generally accepted auditing standards.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.014. REG STRATI ON OF ACCOUNTANT. (a) Not later than
Decenber 31 of the cal endar year to be covered by an audited
financial report required by this subchapter, an insurer or health
mai nt enance organi zation nust register in witing wth the
conm ssioner the nanme and address of the accountant retained to
prepare the report.

(b) The insurer or health maintenance organization mnust include
with the registration a statenent signed by the accountant:

(1) indicating that the accountant is aware of the
requi renents of this subchapter and of the rules of the insurance
departnent of the insurer's or health maintenance organi zation's
state of domicile that relate to accounting and financial matters;
and

(2) affirmng that the accountant will express the
accountant's opinion on the financial statenents in terns of the
statenents' conformty to the statutory accounting practices
prescri bed or otherwi se permtted by the insurance departnent
descri bed by Subdivision (1) and specifying any exceptions the
accountant believes are appropriate.

(c) The comm ssioner may not accept an audited financial report
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prepared by an accountant who is not registered under this section.

(d) The conm ssioner may not accept the registration of a
person who does not qualify under Section 401.011 or does not conply
with the other requirenents of this subchapter.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.015. RESIGNATI ON OR DI SM SSAL OF ACCOUNTANT; STATEMENT
CONCERNI NG DI SAGREEMENTS. (a) |If an accountant who signed an
audited financial report for an insurer or health maintenance
organi zati on resigns as accountant for the insurer or health
mai nt enance organi zation or is dismssed by the insurer or health
mai nt enance organi zation after the report is filed, the insurer or
heal t h mai nt enance organi zation shall notify the departnment not |ater
than the fifth business day after the date of the resignation or
di sm ssal

(b) Not later than the 10th business day after the date the
i nsurer or health nmaintenance organi zation notifies the departnent
under Subsection (a), the insurer or health nmaintenance organization
shall file a witten statenent with the comm ssioner advising the
commi ssi oner of any di sagreenents between the accountant and the
insurer's or health naintenance organi zation's personnel responsible
for presenting the insurer's or health maintenance organi zation's
financial statenents that:

(1) relate to accounting principles or practices, financial
statenent disclosure, or auditing scope or procedures;

(2) occurred during the 24 nonths preceding the date of the
resignation or dismssal; and

(3) would have caused the accountant to note the
di sagreenent in connection with the audited financial report if the
di sagreenment were not resolved to the satisfaction of the accountant.

(c) The statenent required by Subsection (b) nust include a
description of disagreenents that were resolved to the accountant's
satisfaction and those that were not resolved to the accountant's
sati sfaction.

(d) The insurer or health maintenance organi zation shall file
with the statenment required by Subsection (b) a letter signed by the
accountant stating whether the accountant agrees with the insurer's

Statute text rendered on: 6/10/2025 - 223 -


http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM

I NSURANCE CODE

or health mai ntenance organi zation's statenent and, if not, the
reasons why the accountant does not agree. |If the accountant fails
to provide the letter, the insurer or health maintenance organization
shall file with the comm ssioner a copy of a witten request to the
accountant for the letter.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.016. AUDI TED COVBI NED OR CONSOLI DATED FI NANCI AL
STATEMENTS. (a) An insurer or health maintenance organi zation
descri bed by Section 401.001(3) or (4) that is required to file an
audi ted financial report under this subchapter may apply in witing
to the comm ssioner for approval to file audited conbi ned or
consol idated financial statenents instead of separate audited
financial reports if the insurer or health naintenance organization:

(1) 1is part of a group of insurers or health maintenance
organi zati ons that uses a pooling arrangenent or 100 percent
rei nsurance agreenent that affects the solvency and integrity of the
insurer's or health naintenance organi zation's reserves; and

(2) <cedes all of the insurer's or health maintenance
organi zation's direct and assunmed business to the pool.

(b) An insurer or health mai ntenance organi zation nust file an
application under Subsection (a) not |ater than Decenber 31 of the
cal endar year for which the audited conbi ned or consoli dated
financial statenments are to be filed.

(c) An insurer or health maintenance organi zation that receives
approval fromthe comm ssioner under this section shall file a
col ummar conbi ni ng or consolidating worksheet for the audited
conbi ned or consolidated financial statenments that includes:

(1) the amounts shown on the audited conbi ned or
consol idated financial statenents;

(2) the amounts for each insurer or health maintenance
organi zati on stated separately;

(3) the noninsurance operations shown on a conbi ned or
i ndi vi dual basi s;

(4) explanations of consolidating and elimnating entries;
and

(5 a reconciliation of any differences between the anmounts
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shown in the individual insurer or health mai ntenance organi zation
colums of the worksheet and conparabl e amobunts shown on the
insurer's or health maintenance organi zation's annual statenents.

(d) An insurer or health mai ntenance organi zati on that does not
recei ve approval fromthe conm ssioner to file audited conbi ned or
consol idated financial statements for the insurer or health
mai nt enance organi zation and any of the insurer's or health
mai nt enance organi zation's subsidiaries or affiliates shall file a
separate audited financial report.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.017. NOTI CE OF ADVERSE FI NANCI AL CONDI TI ON OR
M SSTATEMENT OF FI NANCI AL CONDI TION. (a) An insurer or health
mai nt enance organi zation required to file an audited financial report
under this subchapter shall require the insurer's or health
mai nt enance organi zation's accountant to inmmediately notify the board
of directors of the insurer or health naintenance organi zation or the
insurer's or health maintenance organi zation's audit conmttee in
witing of any determ nation by that accountant that:

(1) the insurer or health nmaintenance organi zati on has
materially msstated the insurer's or health maintenance
organi zation's financial condition as reported to the conm ssioner as
of the bal ance sheet date being audited; or

(2) the insurer or health maintenance organi zati on does not
meet the m nimum capital and surplus requirenments prescribed by this
code for the insurer or health mai ntenance organi zation as of that
dat e.

(b) An insurer or health maintenance organi zation that receives
a notice described by Subsection (a) shall:

(1) provide to the conm ssioner a copy of the notice not
|ater than the fifth business day after the date the insurer or
heal t h mai nt enance organi zati on receives the notice; and

(2) provide to the accountant evidence that the notice was
provided to the conm ssi oner.

(c) |If the accountant does not receive the evidence required by
Subsection (b)(2) on or before the fifth business day after the date
t he accountant notified the insurer or health maintenance
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organi zati on under Subsection (a), the accountant shall file with the
conmi ssi oner a copy of the accountant's witten notice not |ater than
the 10th business day after the date the accountant notified the
i nsurer or heal th naintenance organi zation.

(d) An accountant is not liable to an insurer or health
mai nt enance organi zation or the insurer's or health naintenance
organi zation's policyhol ders, sharehol ders, officers, enployees,
directors, creditors, or affiliates for a statenent made under this
section if the statement was made in good faith to conmply with this
section.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.018. | NFORVATI ON DI SCOVERED AFTER DATE OF AUDI TED
FI NANCI AL REPORT. If, after the date of an audited financial report
filed under this subchapter, the accountant becones aware of facts
that m ght have affected the report, the accountant nust take action
as prescribed in Volune 1, AU Section 561, Professional Standards of
the American Institute of Certified Public Accountants.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.019. REPORT ON SI GNI FI CANT DEFI Cl ENCI ES | N | NTERNAL
CONTROL. (a) In addition to the audited financial report required
by this subchapter, each insurer or health maintenance organization
shall provide to the conm ssioner a witten report of significant
deficiencies required and prepared by an accountant in accordance
with the Professional Standards of the American Institute of
Certified Public Accountants.

(b) The insurer or health maintenance organi zati on shal
annually file with the conm ssioner the report required by this
section not |ater than the 60th day after the date the audited
financial report is filed. The insurer or health maintenance
organi zation shall also provide a description of remedial actions
taken or proposed to be taken to correct significant deficiencies, if
the actions are not described in the accountant's report.

(c) The report nust follow generally the formfor comrunication
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of internal control structure matters noted in an audit described in
Statenent on Auditing Standard (SAS) No. 60, AU Section 325,

Prof essional Standards of the Anmerican Institute of Certified Public
Account ant s.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.020. ACCOUNTANT WORK PAPERS. (a) In this section,
"wor k papers" neans the records kept by an accountant of the
procedures followed, the tests perforned, the information obtained,
and the concl usions reached that are pertinent to the accountant's
audit of an insurer's or health maintenance organization's financi al
statenents. The termincludes work prograns, analyses, nenoranda,
letters of confirmation and representation, abstracts of conpany
docunents and schedul es, and commentaries prepared or obtained by the
accountant in the course of auditing the financial statenents that
support the accountant's opinion.

(b) An insurer or health mai ntenance organi zation required to
file an audited financial report under this subchapter shall require
the insurer's or health mai ntenance organi zation's accountant to nake
avai l abl e for review by the departnent's exam ners the work papers
and any record of communi cati ons between the accountant and the
i nsurer or health maintenance organization relating to the
accountant's audit that were prepared in conducting the audit. The
i nsurer or health maintenance organi zation shall require that the
accountant retain the work papers and records of communications until
the earlier of:

(1) the date the departnment files a report on the
exam nation covering the audit period; or

(2) the seventh anniversary of the date of the |ast day of
t he audit period.

(c) The departnment may copy and retain the copies of pertinent
wor k papers when the departnment's exam ners conduct a review under
Subsection (b). The review is considered an investigation, and work
papers obtained during that investigation nmay be nade confidential by
t he conm ssioner, unless the work papers are admtted as evidence in
a hearing before a governnental agency or in a court.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
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1, 2007.

Sec. 401.021. PENALTY FOR FAILURE TO COWPLY. (a) If an
i nsurer or health maintenance organi zation fails to conply with this
subchapter, the comm ssioner shall order that the insurer's or health
mai nt enance organi zation's annual audit be perforned by a qualified
i ndependent certified public accountant.

(b) The comm ssioner shall assess against the insurer or health
mai nt enance organi zation the cost of auditing the insurer's or health
mai nt enance organi zation's financial statenment under this section.

(c) The insurer or health maintenance organi zation shall pay to
t he conm ssioner the anpbunt of the assessnent not |ater than the 30th
day after the date the conm ssioner issues the notice of assessnent
to the insurer or health mai ntenance organizati on.

(d) Money collected under this section shall be deposited to
the credit of the Texas Department of Insurance operating account for
use by the conm ssioner and the departnment to pay the expenses
i ncurred under this subchapter.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

SUBCHAPTER B. EXAM NATI ON OF CARRI ERS

Sec. 401.051. DUTY TO EXAM NE CARRI ERS. (a) The departnent or
an exam ner appointed by the departnent shall visit at the carrier's
princi pal office:

(1) each carrier that is organized under the laws of this
state; and

(2) each other carrier that is authorized to engage in
business in this state.

(b) The departnent or an exam ner appoi nted by the departnent
may visit the carrier for the purpose of investigating the carrier's
affairs and condition. The departnent or an exam ner appointed by
t he departnent shall examine the carrier's financial condition and
ability to nmeet the carrier's liabilities and conpliance with the
laws of this state that affect the conduct of the carrier's business.

(c) The departnment or an exam ner appoi nted by the departnent
may conduct the visit and exam nation of a carrier described by
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Subsection (a)(2) alone or with representatives of the insurance
supervi sing departnments of other states.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.052. FREQUENCY OF EXAM NATION. (a) Subject to
Subsection (b) and except as provided by the rul es adopted under that
subsection, the departnent shall visit and exam ne a carrier as
frequently as the departnment considers necessary. At a mninmum the
departnent shall examine a carrier not |ess frequently than once
every five years.

(b) The conm ssioner shall adopt rul es governing the frequency
of exam nations of carriers that have been organi zed or incorporated
for less than five years.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 188 (S.B. 1253), Sec. 1, eff.
Sept enber 1, 2007.

Sec. 401.053. EXAM NATION PERI OD. Unl ess the departnent
requests that an exam nation cover a |longer period, the exam nation
nmust cover the period beginning on the | ast day covered by the nost
recent exam nation and endi ng on Decenber 31 of the year preceding
the year in which the exam nation is being conducted.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.054. POWNERS RELATED TO EXAM NATI ON. The departnment or
t he exam ner appoi nted by the departnent:

(1) bhas free access, and nmay require the carrier or the
carrier's agent to provide free access, to all books and papers of
the carrier or the carrier's agent that relate to the carrier's
busi ness and affairs; and

(2) bhas the authority to summon and exam ne under oath, if
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necessary, an officer, agent, or enployee of the carrier or any other
person in relation to the carrier's affairs and condition.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.055. EFFECT OF SUBCHAPTER ON AUTHORI TY TO USE
| NFORMATI ON.  Thi s subchapter does not |limt the conm ssioner's
authority to use a final or prelimnary exam nation report, an
exam ner's or conpany's work papers or other docunents, or any other
i nformati on di scovered or devel oped during an exam nation in
connection wwth a legal or regulatory action that the conm ssioner,
in the conm ssioner's sole discretion, considers appropriate.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.056. RULES RELATED TO REPORTS AND HEARI NGS. The

commi ssioner by rule shall adopt:

(1) procedures governing the filing and adoption of an
exam nation report;

(2) procedures governing a hearing to be held under this
subchapter; and

(3) guidelines governing an order issued under this
subchapt er.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.057. USE OF AUDIT AND WORK PAPERS. (a) In this
section, "work papers" has the meani ng assi gned by Section
401. 020( a) .

(b) In conducting an exam nation under this subchapter, the
departnment shall use audits and work papers that the carrier makes
avai l able to the departnent and that are prepared by an accountant or
accounting firmneeting the qualifications of Section 401.011. The
department may conduct a separate audit of the carrier if necessary.
Wor k papers devel oped in the audit shall be maintained in the manner
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provi ded by Sections 401.020(b) and (c).
(c) The carrier shall provide the departnment with
(1) the work papers of an accountant or accounting firmor
the carrier; and
(2) a record of any conmuni cations between the account ant
or accounting firmand the carrier that relate to an audit.
(d) The accountant or accounting firmshall deliver the
i nformati on descri bed by Subsection (c) to the exam ner. The
exam ner shall retain the information during the departnent's
exam nation of the carrier.
(e) Information obtained under this section is confidential and
may not be disclosed to the public except when introduced as evi dence
in a hearing.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.058. CONFI DENTI ALI TY OF REPORTS AND RELATED
| NFORMATION. (a) A final or prelimnary exam nation report and any
i nformati on obtained during an exam nation are confidential and
privileged for all purposes. This information is not subject to:

(1) disclosure under Chapter 552, Governnent Code;

(2) a subpoena, other than a grand jury subpoena; or

(3) discovery or admssibility in evidence in a civil
action.

(b) Subsection (a) applies if the exam ned carrier is under
supervi sion or conservatorship. Subsection (a) does not apply to an
exam nation conducted in connection with a |iquidation or
recei vership under this code or another insurance |law of this state.

(c) Subsection (a) does not limt the comm ssioner's authority
to use a final or prelimnary exam nation report and any information
obt ai ned during an exam nation in the furtherance of any |egal or
regul atory action relating to the adm nistration of this code that
t he conmi ssioner, in the conm ssioner's sole discretion, considers
appropri at e.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2017, 85th Leg., RS., Ch. 164 (H B. 2437), Sec. 1, eff. My
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26, 2017.

Sec. 401.059. DETERM NATION OF VALUE. In determning the val ue

or market value of an investnment in or on real estate or an
i nprovenent to real estate by a carrier authorized to engage in
business in this state, the departnment, in adm nistering this code,
may consider any factor or matter that the departnent considers
proper and material, including:

(1) an appraisal by a real estate board or other qualified
person;

(2) an affidavit by another person famliar with those
val ues;

(3) a tax valuation

(4) the cost of acquisition after deducting for
depreci ati on and obsol escence;

(5) the cost of replacenent;

(6) sales of other conparable property;

(7) enhancenent in value from any cause;

(8) incone received or to be received; and

(9) any inprovenents nade.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.060. RIGHT TO | NFORVATI ON RELATI NG TO DETERM NATI ON OF
VALUE OR MARKET VALUE. (a) If the departnent determ nes the val ue
or market value of an insurer's investnent in or on real estate or an
i nprovenent to real estate, the insurer is entitled to make a witten
request for a witten finding by the comm ssioner in relation to that
determ nation

(b) Not later than the 10th day after the date the comm ssioner
recei ves a request under Subsection (a), the comm ssioner shall enter
a witten order or finding that:

(1) states separately the departnent’'s findings on each
factor or matter on which the department relied in nmaking the
determ nation; and

(2) includes the nanme and address of each person who
provi ded evidence relating to a factor or matter on which the
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department relied in maki ng the determ nation.

(c) The conmm ssioner shall provide to the insurer that
requested a witten finding under this section a copy of the finding
or order.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.061. DI SCI PLI NARY ACTI ON FOR FAI LURE TO COVPLY W TH

SUBCHAPTER. A carrier is subject to disciplinary action under
Chapter 82 if the carrier or the carrier's agent fails or refuses to
conply with:

(1) this subchapter or a rule adopted under this
subchapter; or

(2) a request by the departnent or an appointed exam ner to
be exam ned or to provide information requested as part of an
exam nati on

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.062. STAY OF RULE, ORDER, DECISION, OR FINDING The
filing of a petition under Subchapter D, Chapter 36, for judicial
review of a rule, order, decision, or finding of the conm ssioner or
department under this subchapter operates as a stay of the rule,
order, decision, or finding until the court directs otherw se.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

SUBCHAPTER C. EXAM NERS AND ACTUARI ES
Sec. 401.101. USE OF DEPARTMENT EXAM NER OR OTHER QUALI FI ED
PERSON OR FIRM The departnent may use a sal ari ed depart nent
exam ner or may appoint a qualified person or firmto perform an
exam nation of an insurance organization as provided by law or to
assist in the performance of an exam nati on.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri

Statute text rendered on: 6/10/2025 - 233 -


http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM
http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM
http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM
http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM

I NSURANCE CODE

1, 2007.

Sec. 401.102. LEG SLATIVE | NTENT AS TO APPO NTMENT OR
EMPLOYMENT OF EXAM NERS AND ACTUARIES. (a) The legislature
recogni zes that experienced, highly qualified exam ners and actuaries
are necessary for the departnment to effectively nmonitor and regul ate
the solvency of insurers in this state. It is the intent of the
| egi sl ature that the departnent, in appointing or enploying an
exam ner or actuary, select a person who:

(1) has substantial experience in financial matters
relating to insurance or other areas of financial activity that are
conpati ble with the business of insurance; and

(2) is recognized for the outstanding quality of the
person's work in relation to areas of responsibility typically
assigned to an exam ner or actuary in the insurance field.

(b) The legislature pledges to provide to the departnent the
necessary funding to inplenment this section and to support the
department in the departnment's efforts to attract the highly
qual i fied persons necessary to fulfill regulatory responsibilities
relating to insurer solvency assigned to those persons under the
i nsurance laws of this state.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.103. APPO NTMENT OF EXAM NERS AND ACTUARIES. (a) The
department shall appoint:
(1) a chief exam ner and the nunber of assistant exam ners
t he departnent considers necessary to conduct exam nations of
i nsurance conpani es, corporations, and associations at the expense of
t he i nsurance conpany, corporation, or association as provided by
l aw; and
(2) the nunber of actuaries the departnment considers
necessary to:
(A) advise the departnment in connection with the
per formance of the departnent's duties; and
(B) otherw se aid and counsel the departnment in
connection wth the exam nati ons.
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(b) The departnment nay increase or decrease the nunber of
exam ners or actuaries as needed for exam nation duties.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.104. APPO NTMENT OF EXAM NERS, ACTUARI ES, AND OTHER
PERSONS FOR CERTAI N EXAM NATIONS. (a) The departnent may
conmm ssion a departnent actuary, the chief exam ner, another
depart ment exam ner or enployee, or any other person to conduct or
assist in the exam nation of a conpany that is not organi zed under
the laws of this state.

(b) The departnment nmay conpensate a person described by
Subsection (a). |If the departnent conpensates the person, the person
may not receive any other conpensation while the person is assigned
to the exam nation

(c) Except as provided by this section and Section 401.152, a
departnent actuary or exam ner nmay not continue to serve in that
capacity if the person directly or indirectly accepts enpl oynent or
conpensation for a service rendered or to be rendered from any
i nsurance conpany for any reason.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.105. QATH OF EXAM NERS AND ASSI STANTS. Before
entering into the duties of appointnent as an exam ner or assistant
exam ner, an individual nust take and file in the office of the
secretary of state an oath to

(1) support the constitution of this state;
(2) faithfully conduct the individual's duties of office;
(3) nake fair and inpartial exam nations;
(4) not accept, directly or indirectly, as a gift or
enol unent any pay for the discharge of the individual's duty, other
t han the conmpensation to which the individual is entitled by |aw, and
(5 not reveal the condition of a corporation, firm or
person or any information secured while exam ning a corporation,
firm or person to anyone other than:
(A) the departnment or an authorized representative of
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t he departnent; or

(B) as required when testifying in an adm nistrative
hearing under this code or another insurance |law of this state or in
court.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.106. RIGHT OF ACTION ON BOND. [If an exam ner or
assi stant exam ner know ngly nmakes a fal se report or gives any
information in violation of law that relates to an exam nation of a
corporation, firm or person, the corporation, firm or person has a
right of action on a bond authorized under Chapter 653, Governnent
Code, for the entity's injuries in a suit brought in the name of the
state at the relation of the entity.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.107. REGQ STRATI ON OF CONTRACT EXAM NERS. (a) A
person with whom anot her state contracts to perform any exam nation
initiated by the other state of an insurer domciled in this state
shall register with and provide the following information to the
departnent's chi ef exam ner:

(1) the person's nane;

(2) if the person is not an individual, the identity of
each exam ner or other person who will performany part of the
exani nati on

(3) the nanme of the state that contracted with the person

(4) the identity of the insurer to be exam ned;

(5) a description of each issue that the person has been
contracted to exam ne;

(6) an estimate of the exam nation costs to be charged to
the insurer to be exani ned;

(7) a copy of any contract between the person and the state
regul atory body that initiated the exam nation and a letter
aut hori zing the exam nation; and

(8 alist of the previous exam nations conducted on the
sanme insurer on behalf of any state within the |ast three years.
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(a-1) On accepting a person's registration under Subsection
(a), the departnment shall send witten confirmati on of the acceptance
to:
(1) the person;
(2) the insurer to be exam ned; and
(3) the state regulatory body that initiated the
exam nati on
(b) It is aviolation of this code for a person to accept
conpensation fromnultiple states for the sane exam nation, if doing
so results in duplicative costs to the insurer being examned. It is
not a violation of this code for:
(1) an examner to conduct an exam nation of an insurer for
the benefit of nultiple states in a coordi nated exam nation; and
(2) the exam ner to accept conpensation fromthe states
participating in the coordi nated exam nation to reduce the
exam nation costs to the insurer being exam ned.

Added by Acts 2009, 81st Leg., R S., Ch. 1030 (H B. 4359), Sec. 2,
eff. June 19, 2009.
Amended by:
Acts 2011, 82nd Leg., RS., Ch. 185 (S.B. 1229), Sec. 1, eff. My
28, 2011.

SUBCHAPTER D. EXAM NATI ON EXPENSES

Sec. 401.151. EXPENSES OF EXAM NATI ON OF DOVESTI C I NSURER  (a)
A donestic insurer exam ned on behalf of this state by the departnent
or under the departnent's authority shall pay the expenses of the
exam nation in an anount the conmm ssioner certifies as just and
r easonabl e.

(b) The departnent shall collect an assessnent at the tine of
the exam nation to cover all expenses attributable directly to that
exam nation, including:

(1) the salaries and expenses of departnent enpl oyees; and
(2) expenses described by Section 803.007.

(c) The departnent shall also inpose an annual assessnment on
donestic insurers in an anount sufficient to neet all other expenses
and di sbursenents necessary to conply with the aws of this state
relating to the exam nation of insurers.

(d) In determning the anount of the assessnent under
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Subsection (c), the departnent:
(1) shall consider:

(A) the insurer's total annual prem umreceipts or
adm tted assets, or both, that are not attributable to 90 percent of
pensi on plan contracts as defined by Section 818(a), Internal Revenue
Code of 1986; or

(B) the total anount of the insurer's insurance in
force; and

(2) may not consider insurance prem uns for insurance
contracted for by a state or federal governnental entity to provide
wel fare benefits to designated welfare recipients or contracted for
in accordance with or in furtherance of Title 2, Human Resources
Code, or the federal Social Security Act (42 U S.C. Section 301 et
seq.).

(e) The anobunt of all exam nation and evaluation fees paid to
the state by an insurer in each taxable year shall be allowed as a
credit on the anmount of prem umtaxes due.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 932 (H B. 3315), Sec. 17, eff.
June 15, 2007.

Acts 2011, 82nd Leg., RS., Ch. 659 (S.B. 1291), Sec. 2, eff.
Septenber 1, 2011

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 2.04, eff.
Sept enber 28, 2011

Sec. 401.152. EXPENSES OF EXAM NATI ON OF OTHER | NSURERS. (a)
An insurer not organi zed under the laws of this state shall reinburse
the departnent for the salary and expenses of each exani ner
participating in an exam nation of the insurer and for other
depart nent expenses that are properly allocable to the departnent's
participation in the exam nation.

(a-1) The departnent shall also inpose an annual assessnment on
insurers not organi zed under the laws of this state subject to
exam nation as described by this section in an amount sufficient to
neet all other expenses and di sbursenents necessary to conply with
the laws of this state relating to the exam nation of insurers. The
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anount inposed under this subsection nmust be conputed in the sane
manner as the anmount inposed under Section 401.151(c) for donestic
i nsurers.

(b) An insurer shall pay the expenses under this section
regardl ess of whether the examnation is made only by the depart nment
or jointly with the insurance supervisory authority of another state.

(c) The insurer shall pay the expenses directly to the
departnment on presentation of an item zed witten statenent fromthe
conmi ssi oner.

(d) The conmm ssioner shall determ ne the salary of an exam ner
participating in an exam nation of an insurer's books or records
| ocated in another state based on the salary rate recommended by the
Nati onal Associ ation of Insurance Comm ssioners or the exam ner's
regul ar salary rate.

(e) The Iimtations provided by Sections 803.007(1) and (2)(B)
for a donestic conpany apply to a foreign insurer.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 1286 (H. B. 2163), Sec. 1, eff.
Septenber 1, 2013.

Sec. 401.153. REI MBURSEMENT OF EXPENSES OF CERTAI N PERSONS OR
FIRMS. (a) A person or firm appointed by the departnent to exam ne
an insurer or to assist in the insurer's exam nation shall be paid
for those services at the usual and custonmary rates charged for those
services. The insurer being exam ned shall pay the fee for those
servi ces.

(b) The comm ssioner nmay di sapprove the paynent of a fee under
Subsection (a) if the fee is excessive in relation to the services
actual ly perforned.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.154. TAX CREDIT AUTHORI ZED. (a) An insurer is
entitled to a credit on the ambunt of prem umtaxes to be paid by the
insurer for all exam nation fees paid under Section 401.153. The

Statute text rendered on: 6/10/2025 - 239 -


http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM
http://capitol.texas.gov/tlodocs/83R/billtext/html/HB02163F.HTM
http://capitol.texas.gov/tlodocs/79R/billtext/html/HB02017F.HTM

I NSURANCE CODE

insurer may take the credit for the taxable year during which the
exam nation fees are paid and may take the credit to the sanme extent
the insurer may take a credit for exam nation fees paid when a

sal ari ed departnment exam ner conducts the exani nation.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 932 (H B. 3315), Sec. 18, eff.
June 15, 2007.

Acts 2011, 82nd Leg., 1st CS., Ch. 4 (S.B. 1), Sec. 2.05, eff.
Sept enber 28, 2011

Sec. 401.155. ADDI TI ONAL ASSESSMENTS. (a) The departnent
shal | inpose additional assessnments against insurers on a pro rata
basi s as necessary to:

(1) cover all expenses and di sbursenents required by |aw,
and

(2) conply with this subchapter and Sections 401. 103,
401. 104, 401. 105, and 401. 106.

(b) The departnent shall use any surplus resulting froman
assessment under this section to reduce the anount of subsequent
assessnents.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 401.156. DEPCSIT AND USE OF ASSESSMENT AND FEE. (a) The
departnment shall deposit any assessnents or fees collected under this
subchapter relating to the exam nation of insurers and ot her
regul ated entities by the financial exam nations division or
actuarial division, as those terns are defined by Section 401.251, to
the credit of an account with the Texas Treasury Safekeeping Trust
Conpany to be used exclusively to pay exam nation costs, as defined
by Section 401.251, to reinburse adm nistrative support costs for the
Texas Departnment of |nsurance operating account, and to reinburse
premumtax credits for exam nation costs and exam nati on over head
assessnents.

(b) Money deposited under Subsection (a) accunul ates and nay be
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di sbursed to the departnent in a manner consistent with that
subsecti on and Subchapter F.

(c) Revenue that is not related to the exam nation of insurers
or other regulated entities by the financial exam nations division or
actuarial division shall be deposited to the credit of the Texas
Departnent of | nsurance operating account.

(d) To the extent that another provision of law conflicts with
this section or a provision of this section, this section or the
provi sion of this section controls.

(e) The departnment nmay transfer funds between the account
descri bed by Subsection (a) and the Texas Departnment of |nsurance
operating account as necessary to ensure that funds are deposited to
the correct account and used for the correct purposes. This
subsection does not authorize a disbursenment or transfer of funds in
a manner that is inconsistent with the purposes of Subchapter F and
this section.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 659 (S.B. 1291), Sec. 3, eff.
Septenber 1, 2011

Acts 2013, 83rd Leg., RS., Ch. 489 (S.B. 1665), Sec. 1, eff.
June 14, 2013.

Acts 2013, 83rd Leg., RS., Ch. 1286 (H B. 2163), Sec. 2, eff.
Sept enber 1, 2013.
Reenact ed and amended by Acts 2015, 84th Leg., RS., Ch. 1236 (S.B
1296), Sec. 11.001, eff. Septenmber 1, 2015.

SUBCHAPTER E. CONFI DENTI ALI TY OF CERTAI N | NFORVATI ON
Sec. 401.201. CONFI DENTI ALI TY OF EARLY WARNI NG SYSTEM
| NFORVATION.  Information relating to the financial solvency of an
organi zation regul ated by the departnent under this code or another
i nsurance law of this state that is obtained by the departnment's
early warning systemis confidential and is not subject to disclosure
under Chapter 552, Governnent Code.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
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SUBCHAPTER F. SELF- DI RECTED BUDGET FOR CERTAI N DI VI SI ONS
Sec. 401.251. DEFINITIONS. |In this subchapter:

(1) "Actuarial division" nmeans the division within the
financial programthat conducts actuarial exam nations of insurers
and other entities regulated by the departnent and adm nisters state
laws relating to the |level of reserves required of an insurer.

(2) "Exami nation cost" means a cost associated with sal ary,
travel, or other personnel expenses associated wth the exam nation
of insurers and other entities regulated by the departnent by the
financial exam nations division or actuarial division.

(3) "Financial exam nations division" nmeans the division
wi thin the financial programthat conducts financial and market
conduct exam nations of insurers and other entities regulated by the
depart nment.

(4) "Financial progranf neans the programw thin the
department through which the departnment regul ates the financial and
operating conditions of, and issues |icenses to, donestic and foreign
insurers and other entities regulated by the departnent.

Added by Acts 2011, 82nd Leg., R S., Ch. 659 (S.B. 1291), Sec. 1, eff.
Septenber 1, 2011

Sec. 401.252. SELF-DI RECTED BUDGET. (a) The senior associate
conmi ssioner of the financial programshall submt to the
comi ssi oner an annual budget of exam nation costs using generally
accepted accounting principles. Notw thstanding any other provision
of law, the budget nay be adopted and approved only by the
commi ssioner. The conm ssioner shall approve a budget under this
subsection not later than August 31 of the year in which the
associ ate conm ssioner submts the budget to the comm ssioner.

(b) The financial programmay not directly or indirectly cause
t he Texas Departnent of |nsurance operating account to incur any
exam nation cost.

(c) Subject to any Iimtations in this code or another
insurance law of this state, the departnent may set the amounts of
fees required or permtted by statute or rule as necessary to:

(1) <carry out the functions of the financial exam nations
and actuarial divisions relating to the exam nation of insurers and
other regulated entities; and
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(2) fund the budget adopted and approved under this
secti on.

(d) Notw thstanding this section, the financial program may
recei ve funds appropriated fromthe state to fund costs other than
exam nati on costs.

(e) An assessnent, fee, charge, or other source of revenue
collected by the financial programrelating to the exam nation of
insurers and other regulated entities by the financial exam nations
division or actuarial division shall be deposited to the credit of
t he account described by Section 401.156(a) for the purposes
descri bed by that section.

Added by Acts 2011, 82nd Leg., R S., Ch. 659 (S.B. 1291), Sec. 1, eff.
Sept enber 1, 2011.

Sec. 401.253. AUDITS. This subchapter does not affect the duty
of the state auditor to audit the financial program

Added by Acts 2011, 82nd Leg., R S., Ch. 659 (S.B. 1291), Sec. 1, eff.
Sept enber 1, 2011.

Sec. 401.254. RECORDS; REPORTI NG REQUI REMENTS. (a) The
financial programshall keep financial and statistical information as
necessary to disclose conpletely and accurately the financial
program s recei pts and exam nation costs.

(b) The financial programshall submt to the conm ssioner and
the Legi sl ative Budget Board an annual report that states:

(1) the revenue received by the financial programfrom
assessnments and fees collected by the departnment relating to the
exam nation of insurers and other regulated entities;

(2) the total salary for each financial program enpl oyee
who perforns exam nations of insurers and other regulated entities;

(3) the portion of the salary paid to each enpl oyee from
the sel f-directed budget approved under Section 401. 252;

(4) the portion of the salary paid to each enpl oyee from
funds appropriated to the financial programby the state;

(5) the total travel expenses incurred by each enpl oyee who
performs exam nations of insurers and other regulated entities;

(6) the portion of travel expenses paid for each enpl oyee
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fromthe self-directed budget approved under Section 401.252;
(7) the portion of travel expenses paid for each enpl oyee
fromfunds appropriated to the financial programby the state; and
(8) all other exam nation costs of the financial program

Added by Acts 2011, 82nd Leg., R S., Ch. 659 (S.B. 1291), Sec. 1, eff.
Septenber 1, 2011

Sec. 401.255. MEMBERSH P I N EMPLOYEES RETI REMENT SYSTEM
Enpl oyees of the actuarial division and financial exam nations
di vision are nenbers of the Enpl oyees Retirenment System of Texas
under Chapter 812, Governnent Code, and the transition to a self-
di rect ed budget as provided by this subchapter has no effect on their
menber ship or any benefits under that system

Added by Acts 2011, 82nd Leg., R S., Ch. 659 (S.B. 1291), Sec. 1, eff.
Sept enber 1, 2011.

CHAPTER 402. DI SCLOSURE OF MATERI AL TRANSACTI ONS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 402.001. APPLICABILITY OF CHAPTER (a) Except as
provi ded by Subsection (b), this chapter applies to:
(1) each of the follow ng donestic or commercially
domciled insurers:

(A) a capital stock insurance conpany;

(B) a nutual insurance conpany;

(© atitle insurance conpany,

(D) a fraternal benefit society;

(E) a Lloyd' s plan;

(F) a reciprocal or interinsurance exchange;

(G a group hospital service corporation or a nonprofit

hospital, nedical, or dental service corporation;
(H arisk retention group; and
(I') a nonprofit |egal services corporation; and
(2) a donestic or commercially domciled health maintenance
or gani zati on.
(b) This chapter does not apply to a donestic insurer that
engages in the business of insurance only in this state or to a
donesti c heal th mai ntenance organi zati on that engages in the business
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of a health maintenance organi zation only in this state until the

i nsurer or health maintenance organi zation is authorized to engage in
t he busi ness of insurance or the business of a health maintenance
organi zation, as applicable, in another state.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.002. CENERAL REPORTI NG REQUI REMENTS. (a) An insurer
or health mai ntenance organi zation shall file with the departnment a
report, including any necessary exhibit or other attachnent, that
di scl oses:

(1) the material acquisition or disposition of assets; or
(2) the material nonrenewal, cancellation, or revision of a
ceded rei nsurance agreenent.

(b) The insurer or health maintenance organi zation shall file
the report required under Subsection (a) not later than the 15th day
after the last day of the calendar nonth in which any transaction for
which a report is required occurs.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.003. EXCEPTI ONS TO REPORTI NG REQUI REMENTS. An insurer
or health mai ntenance organi zation is not required to file a report
under Section 402.002 if:

(1) the acquisition or disposition of assets or the
nonrenewal , cancellation, or revision of a ceded reinsurance
agreenent is not material; or

(2) the insurer's or health maintenance organization's
mat eri al acquisition or disposition of assets or material nonrenewal ,
cancel lation, or revision of a ceded reinsurance agreenent has been
submtted to the comm ssioner for review, approval, or information
under anot her provision of this code or another |aw, regulation, or
requirenent.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
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Sec. 402.004. REPORT MADE ON NONCONSOLI DATED BASIS. (a) An
i nsurer or health maintenance organi zation shall report each materi al
acquisition or disposition and each material nonrenewal ,
cancel l ation, or revision of a ceded reinsurance agreenent on a
nonconsol i dated basis unless the insurer or health maintenance
or gani zati on:

(1) is part of a consolidated group of insurers or health
mai nt enance organi zations that uses a pooling arrangenent or a 100
percent reinsurance agreenent that affects the solvency and integrity
of the insurer's or health naintenance organi zation's reserves; and

(2) has ceded substantially all of the insurer's or health
mai nt enance organi zation's direct and assuned business to the pooling
arrangement .

(b) For purposes of Subsection (a), an insurer or health
mai nt enance organi zation is considered to have ceded substantially
all of the insurer's or health mai ntenance organi zation's direct and
assuned business to a pooling arrangenent if:

(1) the insurer or health maintenance organization has,
during a calendar year, less than $1 mllion total direct and assuned
witten premuns that are not subject to a pooling arrangenent; and

(2) the net inconme of the business that is not subject to
t he pooling arrangenent represents |less than five percent of the
insurer's or health nmaintenance organi zation's capital and surplus.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.005. CONFIDENTIALITY OF REPORT. (a) A report
obt ai ned by or disclosed to the conm ssioner under this chapter is
confidential and is not subject to a subpoena, other than a grand
jury subpoena.

(b) The report may not be disclosed by the conm ssioner, the
Nat i onal Association of Insurance Comm ssioners, or any other person
wi thout the prior witten consent of the affected insurer or health
mai nt enance organi zati on unl ess the conm ssioner, after providing
notice and an opportunity for a hearing to the affected insurer or
heal t h mai nt enance organi zation, determines that the interest of
shar ehol ders, hol ders of policies or evidences of coverage, or the
public will be served by publishing the report. [If the conm ssioner
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makes that determ nation, the departnent may:
(1) disclose the report to the public; and
(2) publish any part of the report in a manner the
commi ssi oner consi ders appropriate.
(c) The report may be disclosed to the insurance departnent of
anot her state or another authorized governnental agency w thout
conplying with Subsection (b).

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

SUBCHAPTER B. ACQUI SI TI ON AND DI SPCSI TI ON OF ASSETS
Sec. 402.051. ACQUI SI TI ONS AND DI SPCSI TI ONS CONSI DERED

MATERI AL. For purposes of this chapter, an acquisition, or the
aggregate of a series of related acquisitions during a 30-day period,
or a disposition, or the aggregate of a series of related
di spositions during a 30-day period, is material if it:

(1) is not recurring;

(2) is not in the ordinary course of business; and

(3) involves nore than five percent of the reporting
insurer's or health maintenance organi zation's total admtted assets
as reported in the insurer's or health maintenance organi zation's
nost recent statutory statenment filed with the departnent.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.052. ACQUI SI TI ONS AND DI SPCSI TI ONS SUBJECT TO CHAPTER
(a) An asset acquisition subject to this chapter includes a
purchase, | ease, exchange, nerger, consolidation, succession, or
ot her acquisition of assets, except the construction or devel opnent
of real property by or for the reporting insurer or health
mai nt enance organi zation or the acquisition of materials for that
pur pose.

(b) An asset disposition subject to this chapter includes a
sal e, | ease, exchange, nerger, consolidation, nortgage,
hypot hecat i on, assi gnment, whether for the benefit of a creditor or
ot herw se, abandonnent, destruction, or other disposition of assets.
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Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.053. CONTENT OF REPORT CONCERNI NG MATERI AL

ACQUI SITIONS AND DISPOCSITIONS. In a report of a material acquisition
or disposition of assets under Section 402.002, an insurer or health
mai nt enance organi zation shall discl ose:

(1) the date of the transaction;

(2) the manner of acquisition or disposition;

(3) a description of the assets involved;

(4) the nature and anmount of the consideration given or
recei ved;

(5) the purpose of the transaction;

(6) the manner by which the anmount of consideration was
det er m ned;

(7) the gain or |oss recognized or realized as a result of
t he transaction; and

(8) the nane of each person fromwhomthe assets were
acquired or to whomthey were disposed.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

SUBCHAPTER C. NONRENEWAL, CANCELLATI ON, AND REVI SI ON
OF CEDED REI NSURANCE AGREEMENTS

Sec. 402.101. NONRENEWALS, CANCELLATI ONS, AND REVI SI ONS
CONSI DERED MATERI AL. For purposes of this chapter, a nonrenewal,
cancel lation, or revision of a ceded reinsurance agreenent is
material if, on an annual basis, as reported in an insurer's or
heal t h mai nt enance organi zati on's nost recent statutory statenent
filed with the departnent, the nonrenewal, cancellation, or revision
af fects:

(1) for property and casualty business, including accident
and heal th business when witten as property and casual ty business,
nmore than 50 percent of the insurer's or health maintenance
organi zation's ceded witten prem um or

(2) for life, annuity, and accident and health business,
nore than 50 percent of the total reserve credit taken for business
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ceded by the insurer or health mai ntenance organi zati on.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.102. CONDI TI ONS UNDER WHI CH REPORT CONCERNI NG
NONRENEWAL, CANCELLATI ON, OR REVI SI ON REQUI RED. Except as provided
by Section 402.103, an insurer or health maintenance organization
shall file a report of a material nonrenewal, cancellation, or
revi sion of ceded reinsurance under Section 402.002, w thout regard
to which party initiated the nonrenewal, cancellation, or revision,
if:

(1) the entire cession has been cancel ed, nonrenewed, or
revised, and ceded indemity and | oss adj ustnent expense reserves
after the nonrenewal, cancellation, or revision represent |ess than
50 percent of the conparable reserves that woul d have been ceded had
t he nonrenewal , cancellation, or revision not occurred;

(2) an authorized or accredited reinsurer has been repl aced
by an unaut hori zed reinsurer on an existing cession, and the result
of the revision affects nore than 10 percent of the cession; or

(3) a collateral requirenent previously established for an
unaut hori zed rei nsurer has been reduced, in that the requirenent to
collateralize incurred but unreported claimreserves has been wai ved
for at |east one unauthorized reinsurer newy participating in an
exi sting cession, and the result of the revision affects nore than 10
percent of the cession.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.103. CONDI TI ONS UNDER WHI CH REPORT CONCERNI NG
NONRENEWAL, CANCELLATI ON, OR REVI SI ON NOTI' REQUI RED. An insurer or
heal t h mai nt enance organi zation is not required to file a report
under Section 402.002 if the insurer's or health nmaintenance
organi zation's ceded witten premiumof the total reserve credit
taken for business ceded is, on an annual basis, |ess than an anount
equal to:

(1) 10 percent of direct and assunmed witten prem uns; or
(2) 10 percent of the statutory reserve requirenment before
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a cession.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 402.104. CONTENT OF REPORT CONCERNI NG MATERI AL
NONRENEWALS, CANCELLATIONS, AND REVISIONS. In a report of a nmateri al
nonrenewal , cancellation, or revision of a ceded reinsurance
agreenent under Section 402.002, an insurer or health maintenance
organi zati on shall discl ose:

(1) the effective date of the nonrenewal, cancellation, or
revi sion;

(2) a description of the transaction that identifies the
initiator of the transaction;

(3) the purpose of the transaction; and

(4) if applicable, the identity of each replacenent
rei nsurer.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

CHAPTER 403. DI VI DENDS
SUBCHAPTER A. PAYMENT OF DI VI DENDS
Sec. 403.001. LIMTATION ON DI VIDENDS. An insurer organized
under the laws of this state, including a life, health, fire, marine,
or inland marine insurance conpany, nmay not pay a sharehol der
di vi dend except fromsurplus profits arising fromthe insurer's
busi ness.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 463 (S.B. 1006), Sec. 1, eff.
June 14, 2013.

Sec. 403.002. DI VIDENDS TO POLI CYHOLDERS | N COVWERCI AL LI NES.
(a) An insurer may pay to a conmercial policyhol der or group of
commerci al policyholders a dividend that covers nore than one cl ass
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or line of comercial business only:
(1) after the insurer establishes on an aggregate basis
adequate | oss reserves for the classes or lines of comrercial
i nsurance included within the dividend; and
(2) if the insurer has sufficient surplus fromwhich to pay
t he di vi dend.
(b) Not later than the 15th day before an insurer pays a
di vi dend descri bed by Subsection (a), the insurer shall file with the
departnent notice of the insurer's intent to pay the dividend.
(c) The classes or lines of conmercial business for which
di vi dends are authorized under this section include any commerci al
class or line of commercial business regulated by Title 10 or Chapter
5.
(d) An insurer's |imtation of a dividend on one or nore
cl asses or lines of commercial business to a group of commerci al
policyholders is not unfair discrimnation if the group:
(1) has clearly identifiable underwiting characteristics;
or
(2) 1is an association or group of business entities engaged
in simlar undertakings.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

SUBCHAPTER B. ESTI MATE OF PROFI TS
Sec. 403.051. ESTIMATE OF PROFITS. An insurer organized under

the laws of this state may not include the following in the estimate
of the insurer's profits for the purpose of paying dividends under
Section 403. 001:

(1) the reserve on all unexpired risks conputed in the
manner provided by this code;

(2) the amount of all unpaid | osses, whether adjusted or
unadj ust ed; and

(3) all other debts due and payable, or to beconme due and
payabl e, by the insurer.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.
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Sec. 403.052. ESTIMATE OF PROFITS OF CERTAIN INSURERS. A life,
health, fire, marine, or inland marine insurance conpany organi zed
under the laws of this state may not include the following in the
estimate of the conpany's profits for the purpose of paying dividends
under Section 403. 001:

(1) the reserve on all unexpired risks conputed in the
manner provided by this code;
(2) the amount of all unpaid | osses, whether adjusted or
unadj ust ed;
(3) each anpunt due the conpany on bonds, nortgages,
stocks, or book-accounts on which no part of the principal or
i nterest has been paid during the year preceding the estimate of
profits and for which:
(A) a suit for foreclosure or collection has not been
conmenced; or
(B) a judgnent obtained in a suit for foreclosure or
col l ection has remained unsatisfied for a period of nore than two
years and no interest has been paid on the judgnent; and
(4) if no interest has been paid on a judgnment described by
Subdi vision (3)(B), any interest that is due or accrued on the
j udgnent and renai ns unpai d.

Added by Acts 2005, 79th Leg., Ch. 727 (H. B. 2017), Sec. 1, eff. Apri
1, 2007.

Sec. 403.053. ACQU RED EARNED SURPLUS. (a) This section
applies only to:

(1) a stock domestic insurance conpany authorized to engage
in the business of life, accident, or health insurance in this state;

(2) a stock foreign or alien life, health, or accident
i nsurance comnpany;

(3) a stock insurance conpany authorized to engage in the
busi ness of property, casualty, or fire insurance; and

(4) a donestic Lloyd' s plan, reciprocal or interinsurance
exchange, or title insurance conpany.

(b) In determning the anount of "surplus profits arising from
the insurer's business" or "earned surplus” for the purpose of paying
di vi dends to sharehol ders, the insurer may include the acquired
earned surplus of an insurance subsidiary acquired by the insurer to
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