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DIGEST AND PURPOSE

Currently, the commissioner of insurance (commissioner) establishes benchmark ratesfor automobile and
residentia propertyinsurance. Most homeowners and many automobile ownersareinsured by companies
not subject to benchmark rate regulation. C.S.S.B. 14 regulates the rates of personal automobile and
homeowners insurance under a prior approva system with a 30-day review period by the Texas
Depatment of Insurance (TDI) and one 30-day extenson. If the rate has not been approved or
disapproved during the first 30-day review period, and TDI does not request an extension, the rate is
deemed approved. If therate has not been approved or disgpproved during elther the first 30-day review
period or the 30-day extension, the rate is deemed approved. The prior approva systemwould apply to
insurerswriting homeowners and personal auto insurance in Texas, including county mutuds, Lloyd' splan
companies, and reciproca or interinsurance exchanges. Under the prior approval system, an insurer is
required to file rates, rating manuas, supplementary supporting data, and policy and servicefees. Thehill
a0 addresses rate standards, public disclosure requirements, rights of insureds and the public insurance
counsd, required quarterly legidative reports, rate hearings, appeals, judicid review, and circumstances
for refund of overcharged premiums.

Policy forms for automobile insurance are currently promulgated by the commissioner, and al insurers
writing automobile insurance in the state are required to use the promulgated standard forms.  Currently,
resdentia property insurers may use either promulgated standard forms or forms of nationd insurers or
nationd organizations of insurersthat have been approved or adopted by the commissioner. C.S.S.B. 14
regulates both personal automobile and residentia property insurance forms under aprior approval system
with a 60-day period for review by the insurance department. If a filed form is not approved or
disapproved during the 60-day review period, the form is deemed gpproved and may be used by the
insurer. The bill dso addresses form standards, public disclosure requirements, and the public insurance
counsdl’s participation in the form filing process.

The hill dso regulates commercia automobile insurance rates and forms under the same system as
commercid property insurance.

Currently, the use of credit scoring by automobile and residentia property insurersis not regulated, and
many insurers use credit scoring in determining whether to write arisk or how to ratetherisk. C.S.SB.
14 regul atesthe use of credit scoring through specified redtrictions, disclosure requirements, filing of credit
models, and required appeal procedures. The hill redtricts the use of credit information by insurers
induding prohibitions on (1) usng disputed credit information subject to a pending dispute, medica hill
callection information, and number of insurance inquiries or non-consumer-initiated credit inquiries; (2)
making a determination in whole or in part on the fact that a person haslittle or no credit history or on a
person’ sownership or possessionof aparticular typeof credit card, charge card, or debit card; (3) usng
credit information that is arbitrary, capricious, or unfarly discriminatory; (4) usngthe race, color, reigion,
or nationd origin of an insured or gpplicant; and (5) using the gender of an insured or gpplicant. The bill
requires insurers to file credit scoring mode s with the insurance department; such models are subject to
disclosure under the public information act. The bill prohibits consumer reporting agencies, with certain
exceptions, from providing or sdling dataor ligtsthat include any informationsubmitted in conjunctionwith
an insurance inquiry about a consumer’s credit informeation or a request for a credit report or insurance
score. Thehill requires an insurer to indemnify, defend, and hold its agents harmlessfromand againg dl
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lidhility, fees, and costs that arise out of or relate to the actions, errors, or omissons of an agent who
obtains or uses credit information or insurance scoresfor the insurer if the agent followsthe ingtructions of
or procedures established by the insurer and complies with applicable law or rule.

C.S.SB. 14 requiresresdentid property insurersto file the insurer’ sinitia rates, supporting information,
and supplementary rating informationnot later thanthe 10th day after the effective date of the article. The
insurer may notify TDI that the insurer is usng the rate filing required under S.B. 310 passed earlier this
session or the insurer may file a new rate and supporting information. The filed rates are subject to
goprova or modification by TDI not later thanthe 20th day after the effective date of this article for each
insurer with$10 millionor moreindirect writtenpremium during 2002, and not later thanthe 80th day after
the effective date of this article for each insurer with less than $10 millionindirect written premium during
2002. Theinsurer may apped TDI’s modification of its rates to the commissioner not later thanthe 10th
day after the date of receipt by the insurer of the notification of the modification. Thebill addresseshearing
procedures for the appeded rates, judicid review procedures, and use of existing rates or modified rates
during the pendency of the gppedl. Thehill requiresan insurer writing persond automobileinsuranceinthis
daetofileitsinitid rateswith TDI in accordance with a schedule determined by the commissioner.

Currently, insurersfor dl linesof insurance mugt file their underwriting guiddineswith TDI upon request.
Thefiled guiddinesare confidentid. C.S.S.B. 14 requiresdl persona automobile and residentia property
insurers to file their underwriting guiddlineswith TDI. The guiddines are subject to disclosure under the
public informationact. Thehbill continues TDI’ sauthority to request underwriting guidelinesfor other lines
of insurance.

Currently, some insurers are exempt from the filing of a withdrawa plan upon withdrawing from writing
insurance in the state or reducing the insurer’ stotal annud premium volume by 75 percent or morein any
line, including Lloyd's plan insurers, reciprocas or interinsurance exchanges, and county mutuals.
Currently, the commissioner is required to approve a withdrawa plan unless the commissoner holdsa
hearing before the 31st day after the datethe planisfiled. C.S.S.B. 14 providesthat al insurers, including
Lloyd's plan insurers, reciprocas or interinsurance exchanges, and county mutuals, are subject to the
requirements of the withdrawa planstatute. The bill authorizesthe commissioner to determinethe datethat
the withdrawal isto begin and to modify, restrict, or limit the withdrawa in any manner if the commissoner
finds that any line of insurance described in the filed withdrawa planis not offered inthe statein a quantity
or manner adequate to cover the risks or protect the interests of the citizens of Texas.

The hill creates a property and casudty legidative oversght committee comprised of seven members,
including the chair of the Senate Business and Commerce Committee, the chair of the House Committee
onInsurance, two members of the senate appointed by the lieutenant governor, two membersof the house
of representatives appointed by the speaker of the house, and the public insurance counsdl. The purpose
of the committee is to (1) monitor the progress of property and casudty insurance regulation reform,
induding the fairness of rates, underwriting guidelines, rating manuds, the avail ability of coverage, the effect
of raterollbacks, credit scoring, and regulation of the homeownersand auto insurance markets; (2) receive
information about rules relaing to property and casuaty insurance; and (3) review insurance department
legidaive recommendations. The committee shall report not later than November 15 of each even-
numbered year to the governor, lieutenant governor, and speaker of the house of representatives on an
andyss of any problems caused by property and casuatyinsuranceregulaionreformand makelegidative
recommendations to address problems and foster stability and availability within the industry. The
committee is abolished September 1, 2007.

RULEMAKING AUTHORITY

Rulemaking authority is expresdy granted to the commissioner of insurance in SECTION 1.01 (Section
3, Section4, and Section 15, Artide 5.142, Insurance Code), SECTION 2.01 (Section 9, Artide 5.143,
Insurance Code), SECTION 3.01(Section 3 and Section 9, Article 21.21-10, Insurance Code),
SECTION 7.49 (Section 912.002, Insurance Code, and Artide 17.22(b), Insurance Code), SECTION
7.51(Article 18.23, Insurance Code), and SECTION 7.52 (Article 19.12, Insurance Code) of this bill.
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SECTION BY SECTION ANALYSS

SECTION 1.01. Amends Chapter 5, Insurance Code, by adding Subchapter Q, asfollows:

SUBCHAPTER Q. RATES FOR CERTAIN LINES
Art. 5.142. RATES FOR PERSONAL AUTOMOBILE AND RESIDENTIAL PROPERTY
INSURANCE COVERAGE

Sec. 1. SCOPE. (a) Provides that this article governs the regulation of rates for persona
automobile insurance and residentia property insurance.

(b) Providesthat this article does not apply to premium ratesfor motor vehicle insurance
computed usng amile-based ratingplanunder Artide’5.01-4 of this code, notwithstanding
Subsection (a).

Sec. 2. DEFINITIONS. Defines* advisory organization,” “ classfication,” “ disallowed expenses,”
“filer,” “insurer,” “ling” “persona automobile insurance,” “rate,” “raing manud,” “residential
property insurance,” and “ supplementary rating information” and *“supporting informeation.”

Sec. 3. RATE STANDARDS. (d) Requiresaninsurer to set rates for each line in accordance
with this section.

(b) Requiresaninsurer to consder certain factorsin setting rates.

(c) Authorizesaninsurer to group risks by classfication for the establishment of ratesand
minimum premiums and modify classfication rates to produce rates for individud risksin
accordance withrating plans that establish standards for measuringvariaionsinthose risks
on the basis of any factors listed in Subsection (b) of this section.

(d) Prohibits rates established under this section from being excessive, inadequate,
unreasonable, or unfairly discriminatory for the risks to which they apply.

(e) Reguiresaninsurer to useitsown higtoricd premium and lossdata, aswell asitsown
data for expenses and for profit and contingency factors, in setting rates gpplicable to
policyholdersin this state. Authorizes the commissoner of insurance (commissioner) to
require an audit of the insurer’s higtorical premium and lossdata. Authorizes the insurer
to separately supplement its own historical premium and loss data with industry-wide
higtorical premium and loss datafor this state as necessary.  Authorizes the commissioner
by rule to establish requirements for reporting historical premium and loss dataunder this
subsection.

Sec. 4. RATEFILINGS. () Requiresaninsurer tofilewiththe Texas Department of Insurance
(TDI) dl rates, supplementary rating information, supporting information, and dl applicable rating
manuds for risks written in this sate. Requiresthe insurer to include in thefiling any datistics or
other information to support the rates to be used by the insurer and as required by the
commissioner by rule, induding information necessary to evidencethat the computation of the rate
does not include disallowed expenses. Requires an insurer to include in the filing dl information
concerning policy fees, service fees, and other fees that are charged or collected by the insurer
under Article 21.35B of this code.

(b) Requires the commissoner by rule to determine which insurers condtitute “smal
insurers’ for purposes of this article and what asmal insurer is required to fileto condtitute
afiling suffident for the smdl insurer to comply with the filing requirements adopted under
thisarticle.
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Sec. 5. PRIOR APPROVAL REQUIRED. (a) Prohibits an insurer from using arate until the
rate has been filed with TDI and approved by the commissioner as provided by this section.
Providesthat for purposes of this section, arateis filed withTDI the date the ratefilingisreceived
by TDI.

(b) Requires the commissioner, not later than the 30th day after the date the rate isfiled
withTDI to approve therate if the commissioner determinesthat the rate complieswiththe
requirements of this article or disgpprove the rate if the commissoner determines that the
rate does not comply with the requirements of this article.

(c) Requiresthe commissioner to providewritten or eectronic notification of the gpprova
totheinsurer, if the commissioner gpprovesaraefiling. Authorizestheinsurer to usethe
rate, on receipt of the notice of the commissioner's approva of arate.

(d) Providesthat the rate is deemed approved and authorizes the insurer to use the rate,
except as provided by Subsection (€) of this section or Section9 of thisarticle, if the rate
has not been approved or disgpproved by the commissioner before the expiration of the
30-day period described by Subsection (b) of this section.

(e) Authorizesthe commissioner to extend the period for approval or disgpprova of arate
filing for an additiona 30-day period onthe expirationof the 30-day period described by
Subsection (b) of this section. Provides that if the rate has not been approved or
disapproved by the commissioner before the expiration of the additional 30-day period
described in this subsection, the rate is deemed gpproved and the insurer is authorized to
use the rate. Prohibits the commissioner from extending the period for approva or
disapproval of a rate filing beyond the additional 30-day period described in this
subsection.

(f) Requiresthat if TDI has requested additiona information from the insurer during the
fira 30-day review period provided under Subsection (b) of this section or under the
second 30-day review period provided under Subsection (e) of this section, the period of
time betweenthe date of TDI’ ssubmissonof the request for additiond information to the
insurer and the date of the recei pt of the additiond informationby TDI from the insurer not
be counted in the days to determine what congtitutesthe first 30-day review period or the
second 30-day review period. Provides that for purposes of this subsection, the date of
TDI's submission of the request for additiona informetion is the date of the emal or
telephone cdl or postmarked date on the letter pertaining to the request for additional
informetion.

(9 Requires that from the date of the filing of the rate with the commissioner to the
effective date of the new rate, the insurer'sprevioudy filed rate thet isin effect as provided
inthisartide reman in effect.

Sec. 6. DISAPPROVAL; WITHDRAWAL OF APPROVAL. (a8 Requiresthecommissioner
to disgpprove a rate filed under this article if the commissoner determines that the rate does not
meet therequirementsof thisarticle. Authorizesthe commissioner to consider the extent and nature
of market competition in the persona automobile insurance and residential property insurance
marketsand the avallability or lack of availability of persona automobile insurance and residentia
property insurance in determining whether to disgpprove any rates filed under this article.

(b) Requiresthe commissioner to issue an order specifyinginwhat respectsthe ratefiling
fails to meet the requirements of this article, if the commissioner disapproves arate filing
before the 30th day &fter the date of the filing of the ratewithTDI, as provided in Section
5(b)(2) of this article and Subsection (€) of this section, or before the expiration of the
additional 30-day period as provided in Section 5(e) of this article and Subsection (e) of
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this section. Requires the commissoner's order to include the rates and terms which the
commissoner would approve for use by the insurer, if the insurer has filed dl of the
informationrequired to befiled under Section 4 of thisarticle. Providesthat filer isentitled
to a hearing on written request to the commissioner not later than the 30th day after the
effective date of the disgpprova order.

() Requires the commissoner to notify in writing the insurer that made the filing and
authorizesissuance of awithdrawa of approval order only after ahearing held not sooner
than the 20th day &fter the date of the written notice, if the commissoner withdraws
goprovd of aratethat isin effect,. Requiresthe order to beissued not later than the 15th
day after the close of the hearing and to specify how the ratefalsto meet the requirements
of thisarticle. Requires the order to ate the future date on which the further use of the
disapproved rate is prohibited and, if applicable, specify the interim rate as provided in
Subsection (d) of this section.

(d) Authorizes the commissoner to pecify an interim rate at the time the order isissued,
if aninsurer has no legdly effective rate because of an order withdrawing the approva of
ratesthat arein effect. Authorizestheinterim rateto be modified by the commissioner on
the commissioner's own motion or on motion by the insurer. Requires the interim rate or
any modification of that rate to take effect on the date specified in the commissioner's
order.

() Requires a commissioner's order disgpproving a rate or withdrawing the previous
approvd of arate, and any notice of the commissoner's intent to withdraw a previous
approvd, to state the grounds for the disapprova or for the withdrawa of previous
goprovd in sufficient detail to reasonably inform the filer of the grounds.

(f) Prohibits an insurer from using arate in this sate after disgpprova or withdrawal of
approval of the rate by the commissioner, except as provided by Section 13(b) of this
aticle,

Sec. 7. SUPERVISION REQUIREMENT. Authorizes the commissioner to require the insurer
to file with the commissoner dl rates, supplementary rating information, and any supporting
information prescribed by the commissioner, if the commissoner determines after ahearing that an
insurer'srates require supervisonbecause of the insurer's financia condition or the insurer'srating
practices.

Sec. 8. PUBLICINFORMATION. Providesthat each ratefiling and any supporting information
filed under this atide are subject to disclosure under Chapter 552 (Public Information),
Government Code, as of the date thefiling is received by the commissioner.

Sec. 9. RIGHTS OF INSUREDS, PUBLIC INSURANCE COUNSEL, AND OTHERS.
Authorizes an insured, the public insurance counsd, and any other interested person to make a
written application to the commissoner not later than the 20th day after the date of a rate filing
under Section 5 of thisarticle requesting a hearing on the rate filing. Requires the application to
specify the grounds on which the applicant is requesting the hearing. Requires the commissioner
to conduct a hearing under Chapter 2001 (Administrative Procedure), Government Code, if the
commissioner finds that the application is made in good faith and that the applicant establishes
reasonable groundsto judtify holding the hearing. Providesthat after that hearing, the commissioner
has 30 days to disapprove the filing under Section 6 of thisarticle, or it is deemed gpproved.

Sec. 10. QUARTERLY LEGISLATIVE REPORT. (8 Requires each insurer subject to this

aticle to file with the commissioner on aquarterly basis information relating to changesin losses,
premiums, and market share.
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(b) Requires the commissioner to report on a quarterly basis to the governor, the
lieutenant governor, and the speaker of the house of representatives on the information
provided by the insurers reports, summary information obtained from market conduct
examinations and analyses to the extent such information is not confidentia by law, and
consumer complaints received by the TDI.
Sec. 11. RATE HEARINGS; ADMINISTRATIVE PROCEDURES. Provides that Chapter
2001, Government Code, appliesto dl hearings on rates conducted under this article. Provides
that to the extent of any conflict between this article and Chapter 2001, Government Code, this
aticle prevals.

Sec. 12. APPEAL. Authorizes aninsurer, the public insurance counsdl, or an interested person
described by Section 9 of this article aggrieved by an order of the commissioner issued under this
aticle to, not later thanthe 30th day after the date the commissioner issued the order, apped the
order in accordance with Chapter 36 D, of this code.

Sec. 13. JUDICIAL REVIEW. (8 Authorizesan insurer to file apetition for judicid review in
a digrict court in Travis County not later than the 10th day after the date of receipt of the
commissioner'sorder under Section 6(c) of thisarticle. Providesthat the Standard of review of the
commissoner's order is substantia evidence.

(b) Authorizes an insurer to charge ether its existing rates or the ratesas ordered by the
commissioner, during the pendency of the gppedl.

Sec. 14. REFUND REQUIRED. Requires an insurer to refund the difference in overcharged
premium to each policyholder, plusinterest, if on find appeal the court upholdsthe commissioner's

determination as to rates. Provides that the interest rate is the prime rate plus one percent as
published in The Wall Street Journal onthe first day of each calendar year that is not a Saturday,

Sunday, or legd holiday.
Sec. 15. RULES. Requiresthecommissioner to adopt rules as necessary toimplement thisarticle.
PART B. TRANSITION
SECTION 1.02. Requiresan insurer'sinitia filing under Section 10, Article 5.142, Insurance Code, as
added by this article, to include the information required under that section beginning with the caendar
quarter beginning January 1, 2003.
ARTICLE 2. POLICY FORMS AND ENDORSEMENTS
PART A. FORM FILINGS

SECTION 2.01. Amends Chapter 5, Insurance Code, by adding Subchapter R, asfollows:

SUBCHAPTER R. POLICY FORMS FOR CERTAIN LINES

Art. 5.143. POLICY FORMS FOR PERSONAL AUTOMOBILE INSURANCE COVERAGE
AND RESIDENTIAL PROPERTY INSURANCE COVERAGE

Sec. 1. SCOPE. Provides that this article governs the regulation of policy forms and
endorsements for persona automobile insurance and residentia property insurance.

Sec. 2. DEFINITIONS. Definesfiler,” “form,” "insurer,” "persona automobile insurance,”
and "residentia property insurance.”

Sec. 3. PRIOR APPROVAL REQUIRED. (a) Requireseach insurer to fileitsformswith
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TDI. Prohibitsthe formsfrom being delivered or issued for ddlivery in this state unlessthe
forms have been filed with TDI and gpproved by the commissioner as provided by this article.

(b) Authorizes an insurer to continue to use the policy forms and endorsements
promulgated, approved, or adopted under Articles 5.06 and 5.35 of this code on
natification to the commissioner in writing that the insurer will continue to use those
forms.

(c) Providesthat for the purposes of this article, the date the form isreceived by TDI is
the date of filing of the form with the commissoner.

(d) Requiresthe commissoner, not later than the 60th day after the date the formis
filed with TDI, to approve the form if the commissoner determines thet the form
complies with the requirements of this article or disapprove the form if the commissioner
determines that the form does not comply with the requirements of this article.

(e) Requires the commissioner to provide written or eectronic notification of the
approvd to the insurer, if the commissioner pproves aform. Authorizes, on receipt of
the notice of the commissioner's gpprova of aform, the insurer to use the form.

(f) Providesthat if the form has not been approved or disgpproved by the
commissioner before the expiration of the 60-day period described by Subsection (d)
of this section, the form is deemed gpproved and authorizes the insurer to use the form.
Prohibits the commissioner from extending the 60-day period for gpprova or
disapprovd of aform.

(9) Requiresthat if TDI has requested additiond information from the insurer during the
60-day review period provided under Subsection (d) of this section, the period of time
between the date of TDI’s submission of the request for additiond information to the
insurer and the date of the receipt of the additiona information by TDI from the insurer
not be counted in the days to determine what condtitutes the 60-day review period.
Providesthat for purposes of this subsection, the date of TDI’s submission of the
request for additiond information is the date of the email or telephone call or
postmarked date on the letter pertaining to the request for additiond information.

Sec. 4. REQUIREMENTS FOR FORMS; PLAIN LANGUAGE REQUIREMENT. (a)
Requires each form filed under this article to comply with gpplicable state and federd law.

(b) Requires each form for apolicy of persona automobile insurance to provide the
coverages mandated under Articles 5.06-1 and 5.06-3 of this code unless the
coverages are rgjected by the named insured in the manner provided by those articles.

() Prohibitsaform from being used if it isnot in plain language. Providesthet for the
purposes of this section, aform iswritten in plain language if it achieves the minimum
score established by the commissioner on the Flesch reading ease test or an equivaent
test sdlected by the commissioner or, at the option of the commissioner, if it conforms
to the language requirements in a Nationa Association of Insurance Commissioners
mode act relating to plain language. Provides that this section does not gpply to policy
language that is mandated by state or federa law.

Sec. 5. PERSONAL AUTOMOBILE INSURANCE. (&) Providesthat a contract or
agreement that is not written into the gpplication for insurance coverage and the persond
automobile insurance policy isvoid and of no effect and violates this article and Subchapter A
of this chapter.

(b) Providesthat a contract or agreement described by Subsection (a) of this section
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congtitutes grounds for the revocation of the certificate of authority of an insurer to write
persond automobile insurance in this Sate.

Sec. 6. PUBLIC INFORMATION. Providesthat each form filing and any supporting
information filed under this article are subject to Chapter 552, Government Code, as of the date
thefiling isreceived by TDI.

Sec. 7. DISAPPROVAL; WITHDRAWAL OF APPROVAL. (8 Authorizesthe
commissioner to disgpprove aform filed under this article or withdraw any previous gpprova of
aform filed under thisarticle if the form violates or does not comply with this code or avaid
rule duly adopted by the commissioner or is otherwise contrary to law or contains provisons or
has any titles or headings that are unjust, encourage misrepresentation, are deceptive, or violate

public policy.

(b) Requiresthe commissoner to issue an order specifying in what respects the form
fails to meet the requirements of this article, if the commissioner disgpproves afiling
before the 60th day after the date of the filing of the form with TDI. Providesthat the
filer is entitled to a hearing on written request made to the commissioner not later than
the 30th day after the effective date of the disgpproval order.

(©) Requiresthe commissoner to natify in writing the insurer that mede the filing, if the
commissioner withdraws gpprova of aform that isin effect and authorizes issuance of
awithdrawa of gpprova order only after a hearing held not sooner than the 20th day
after the date of the written notice. Requires the order to be issued not later than the
15th day after the close of the hearing and to pecify how the form fails to meet the
requirements of thisarticle. Requires the order to sate the date on which the further
use of the form is prohibited.

(d) Requiresacommissoner's order disgpproving aform or withdrawing the previous
gpprova of aform, and any naotice of the commissioner's intent to withdraw a previous
gpprovd, to gate the grounds for the disapprova or withdrawa of previous approvad in
sufficient detail to reasonably inform the filer of the grounds.

(e) Prohibits an insurer from using aform in this Sate after disapprova or withdrawa
of gpprovd of the form by the commissioner.

Sec. 8. PUBLIC INSURANCE COUNSEL. Authorizes the office of public insurance
counsd to submit written comments to the commissioner and otherwise participate regarding
individuad company filings made under this article, notwithstanding Article 1.35A of this code.

Sec. 9. RULEMAKING. Authorizes the commissioner to adopt reasonable and necessary
rulesto implement this article.

PART B. TRANSITION

SECTION 2.02. Requires the commissioner of insurance to adopt rules necessary to implement
Article 5.143, Insurance Code, as added by this article, not later than the 120th day after the effective
date of thisAct.

SECTION 2.03. Authorizes the commissioner of insurance to determine a schedule of staggered filings
for insurers required to make filings under thet article in the initid filing of forms under Article 5.143,
Insurance Code, as added by thisarticle. Requires the commissioner to notify the insurers of the
schedule not later than the 10th day after the effective date of this Act. Prohibits the period for
staggered filings under this section from exceeding 120 days &fter the effective date of this Act.
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ARTICLE 3. USE OF CREDIT SCORING
PART A. CREDIT SCORING
SECTION 3.01. Amends Chapter 21B, Insurance Code, by adding Article 21.21-10, asfollows:

Art. 21.21-10. CREDIT SCORING BY INSURERS OF RESIDENTIAL PROPERTY AND
PERSONAL AUTOMOBILES; SANCTIONS

Sec. 1. DEFINITIONS. Defines"adverse action,” "credit information,” "insurance credit
score” "insurance credit score modd,” "insurer,” "persond automobile insurance,” and
"resdentid property insurance.”

Sec. 2. USE OF CREDIT INFORMATION BY INSURER. Requiresan insurer that uses
credit information in whole or in part in connection with a determination regarding certain items
to comply with the requirements of thisarticle.

Sec. 3. RESTRICTIONS ON THE USE OF CREDIT INFORMATION. (&) Prohibitsan
insurer from making a determination based in whole or in part on a credit score that includes
certain information.

(b) Prohibits an insurer from making a determination based in whole or in part on the
fact that a person hasllittle or no credit history.

(¢) Prohibits an insurer from making a determination based in whole or in part on the
fact that the insurer is unable to determine a person's credit score, if the insurer has
received complete and accurate information from the person.

(d) Prohibitsan insurer from making a determination based in whole or in part on
aperson's ownership or possession of a particular type of credit card, charge card, or
debit card.

(e) Requires, a the request of an insured or an gpplicant for insurance, an insurer to
rerun a credit check if a previous credit check on an insured or an applicant for
insurance provided incorrect credit information and to recd culate the credit score if the
credit information changes.

(f) Prohibits an insurer from rejecting an gpplication for, cancelling, or refusing to
renew, or determine the rate and fees to be charged for a persona automobile
insurance policy or aresdentia property insurance policy predominately on the basis of
acredit score. Requires the commissoner by rule to define the term "predominately.”

Sec. 4. IMPROPER USES OF CREDIT INFORMATION AND SCORING. (a) Prohibits
an insurer from using credit information that is arbitrary, capricious, or unfairly discriminatory.

(b) Prohibits an insurer from using insurance credit scoring or an insurance credit
score modd or methodology that incorporates the race, color, religion, or nationa
origin of an insured or an gpplicant for insurance.

(c) Prohibits an insurer from using insurance credit scoring or an insurance credit score
model or methodology that incorporates the gender of an insured or an applicant for

insurance.

(d) Prohibits aninsurer from using insurance inquiries or non-consumer-initiated credit
inquiries as part of the insurance credit scoring process.
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Sec. 5. DISCLOSURE REQUIREMENTS. (8) Requiresan insurer to fully explain to the
insured or gpplicant each specific item or factor which resulted in or contributed to the adverse
action and the weight given to each item or factor. Requires the insurer to provide such
explanation to the insured or applicant at or near the time the adverse action is taken or as soon
as practicable theresfter.
(b) Providesthat contracting with a vendor to develop insurance credit scores does not
relieve an insurer of its duties under this article. Requires a contract between an insurer
and avendor to specify how the information required by this section will be made
available to the insured or the applicant.

(¢) Prohibits an insured or gpplicant from being charged afee for the information.

(d) Reguiresaninsurer to require its agents to disclose to its customers whether credit
information will be obtained on the applicant or insured or on any other member or
members of the applicant's or insured's household and used as part of the insurance
credit scoring process. Requires the insurer to disclose to the applicant the name of
each person on whom credit information was obtained or used, if credit information is
obtained or used on the applicant or insured, or on any member of the applicant's or
insured's household.

Sec. 6. FILING OF CREDIT SCORING MODELS. Requires an insurer that uses insurance
credit scoring in whole or in part in deciding whether to take any action described by this article
to file with the commissoner the insurance credit score modds or methodologies for resdentia
property insurance and persond automobile insurance used by the insurer. Requires an insurer
to file the vendor's credit scoring models or methodol ogies with the commissoner, if an insurer
contracts with a vendor to devel op insurance credit scores.

Sec. 7. PUBLIC INFORMATION. Providesthat acredit scoring mode filed with the
commissioner for purposes of compliance with this article is subject to Chapter 552,
Government Code.

Sec. 8. RIGHT TO APPEAL. (&) Requiresaninsurer to reconsider an adverse action by the
insurer that has been appeaed by an insured or an applicant for insurance.

(b) Authorizes an gpped to be filed under this section on the basis of catastrophic
illness or injury, temporary loss of employment, degth of an immediate family member
or any other grounds as determined by the commissioner by rule as provided by
Section 9 of thisarticle.

(¢) Requiresthe insurer to make reasonable exceptions for credit scores thet are
adversely affected by any of the factors specified under Subsection (b) of this section,
in consdering an apped.

(d) Requiresan insurer to implement a procedure for gppeds that conforms with rules
for gpped s adopted by the commissioner under Section 9 of thisarticle.

Sec. 9. RULES, PROCEDURES. (a) Requires the commissioner to adopt rules governing
the procedure for gppeals under Section 8 of this article, including certain other items.

(b) Requiresthe commissioner to adopt any other rules as necessary to implement the
provisgons of thisarticle.

Sec. 10. SALE OF POLICY TERM INFORMATION BY CONSUMER REPORTING

AGENCY PROHIBITED. (&) Prohibitsaconsumer reporting agency from providing or
sling dataor ligs that include any information that, in whole or in part, was submitted in
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conjunction with an insurance inquiry about a consumer's credit information or arequest for a
credit report or insurance score, including certain information.

(b) Providesthat the restriction under Subsection () of this section does not apply to
data or lists that the consumer reporting agency providesto certain entities.

(¢) Prohibits this section from being construed to redtrict the ability of an insurer to
obtain a clams history report or areport regarding amotor vehicle.

Sec. 11. INDEMNIFICATION. (a) Requiresan insurer to indemnify, defend, and hold its
agent harmless from and againgt dl ligbility, fees, and costs that arise out of or relate to the
actions, errors, or omissions of an agent who obtains or uses credit information or insurance
scores for the insurer if the agent follows the ingtructions of or procedures established by the
insurer and complies with any gpplicable law or rule.

(b) Prohibits this section from being construed to establish a cause of action that does
not exigt in the absence of this section.

Sec. 12. SANCTIONS. Providesthat if the commissioner determinesthat an insurer has
violated any provision of thisarticle, the insurer is subject, after notice and opportunity for
hearing, to sanctions as provided by Chapters 82 and 84 of this code.

PART B. TRANSITION

SECTION 3.02. Requires, not later than the 120th day after the effective date of this Act, the
commissioner of insurance to adopt rules governing the procedures for appeal as provided by Section
9(a), Article 21.21-10, Insurance Code, as added by this article, and any other rules as necessary to
implement the provisions of Article 21.21-10, as provided by Section 9(b), Article 21.21-10,
Insurance Code, as added by thisarticle.

SECTION 3.03. Requires an insurer that is using an insurance credit score system on the effective
date of this Act to file the insurance credit scoring models described by Section 6, Article 21.21-10,
Insurance Code, as added by this article, with the commissioner of insurance not later than the 30th day
after the effective date of thisAct. Requires an insurer that uses an insurance credit score system after
the effective date of this Act to file the insurer'sinsurance credit scoring models with the commissioner
of insurance before using those models.

SECTION 3.04. (a) and (b) Make application of this article progpective to the effective date of this
Act.

ARTICLE 4. INITIAL RATE FILINGS;, RATE REDUCTION

SECTION 4.01. Amends Chapter 5C, Insurance Code, by adding Articles 5.26-1 and 5.26-2, as
follows

Art. 5.26-1. RESIDENTIAL PROPERTY INSURANCE INITIAL RATE FILINGS; RATE
REDUCTION

Sec. 1. APPLICATION; DEFINITIONS. (a) Providesthat thisarticle appliesonly to
resdentia property insurance.

(b) Providesthat the definitions adopted under Article 5.142 of this code apply to this
aticle.

Sec. 2. INITIAL RATEFILING. (8 Requires, not later than the 10th day after the effective
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date of this article, each insurer subject to Article 5.142 of this code to file the insurer's rates,
supporting information, and supplementary rating information with the commissioner.
Authorizes the insurer to notify TDI that the insurer is usng the rate filing submitted under
Article 5.141 of this code to comply with the requirements of this article, or authorizesthe
insurer to file a completely new rate in accordance with the provisons of Section 4, Article
5.142 of this code.

(b) Authorizes TDI to gpprove the rate filed by an insurer under Subsection (@) of this
section or modify afiled rate not later than the 20th day after the effective date of this
article for each insurer with $10 million in direct written residentia property insurance
premium or more in this sate during 2002 and not later than the 80th day after the
effective date of this article for each insurer with less than $10 million in direct written
resdentia property insurance premium. Requires an approved or modified rate under
this subsection to be just, reasonable, adequate, not excessive, and not unfairly
discriminatory for the risksto which it gpplies. Providesthat TDI has exclusve
jurisdiction to determine arate under this subsection. Requires TDI to notify the
insurer of the gpplicable rate.

Sec. 3. APPEAL TO COMMISSIONER. Authorizes an insurer to apped TDI's decision to
the commissioner, not later than the 10th day after the date of receipt by the insurer of
notification from TDI of rates determined by TDI under Section 2(b) of this article.

Sec. 4. HEARING. Requiresthe commissioner to conduct a hearing and issue an order on the
insurer's gpped, not later than the 30th day after the date of receipt of notification of an
insurer's gpped under Section 3 of thisarticle. Providesthat the burden of proof is on the
insurer to show, by clear and convincing evidence, that the rate reduction specified by TDI
would produce inadequate rates. Prohibits the hearing from being conducted by the State
Office of Adminigtrative Hearings, but directly by the commissioner, notwithstanding any other
provision of this code or the Government Code. Authorizes the commissioner, by order, to
affirm the rate reduction, grant alesser rate reduction, or order a greater rate reduction than the
rate reduction imposed under Section 2(b) of thisarticle.

Sec. 5. JUDICIAL REVIEW. (a) Authorizesan insurer to file apetition for judicid review in
adigtrict court of Travis County digtrict court, not later than the 10th day after the date of
receipt of the commissoner's order under Section 4 of thisarticle. Provides that the standard
of review of the commissoner's order is substantia evidence.

(b) Authorizes an insurer to charge either its existing rates or the rates as ordered by
the commissioner, during the pendency of the apped.

Sec. 6. REFUND REQUIRED. Requirestheinsurer to refund the difference in overcharged
premium to each policyholder, plusinterest, if on find apped the court upholds the
commissioner's determination that the insurer's rates are excessve. Providesthat the interest
rate isthe prime rate plus one percent as published in The Wall Street Journal on the first day
of each calendar year that is not a Saturday, Sunday, or legd holiday.

Art. 5.26-2. PERSONAL AUTOMOBILE INSURANCE INITIAL RATE FILINGS

Sec. 1. APPLICATION; DEFINITIONS. (a) Providesthat thisarticle appliesonly to
persona automobile insurance.

(b) Providesthat the definitions adopted under Article 5.142 of this code apply to this
aticle.

Sec. 2. (@ Requires an insurer writing persond automobile insurancein this tateto fileits
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rates for that insurance coverage with TDI in accordance with a schedule determined by the
commissioner.

(b) Providesthat ratesfiled under this section are subject to Article 5.142 of this code.
ARTICLE 5. REGULATION OF UNDERWRITING GUIDELINES

SECTION 5.01. Amends Chapter 38A, Insurance Code, by amending Section 38.002 and adding
Section 38.003, as follows:

Sec. 38.002. New heading: UNDERWRITING GUIDELINES FOR PERSONAL
AUTOMOBILE AND RESIDENTIAL PROPERTY INSURANCE; FILING;
CONFIDENTIALITY. (a) Defines "insurer," "persond automobile insurance,” "residentiad
property insurance,” and “underwriting guideline.”

(b) Requires each insurer to file with TDI a copy of the insurer's underwriting
guiddines. Requiresthe insurer to update its filing each time the underwriting guiddines
are changed. Requires agroup of insurers which files one set of underwriting guiddines
for the group, to identify which underwriting guiddines gpply to each company in the

group.

(c) Authorizesthe office of public insurance counse to obtain a copy of each insurer's
underwriting guiddines.

(d) Requires underwriting guiddines to be sound, actuaridly justified, or otherwise
subgtantialy commensurate with the contemplated risk. Prohibits underwriting
guiddines from being unfairly discriminatory.

(e) Providesthat the underwriting guidelines are subject to Chapter 552, Government
Code.

Sec. 38.003. New heading: UNDERWRITING GUIDELINES FOR OTHER LINES;
CONFIDENTIALITY. (a) Providesthat this section gppliesto dl underwriting guidelines that
are not subject to Section 38.002.
(b) Defines“insurer” for purposes of this section.
() Createsthis subsection from exigting text.
(d) Redesignates Subsections (b)-(f) as (d)-(h).
ARTICLE 6. WITHDRAWAL REQUIREMENTS

SECTION 6.01. (a) Amends Section 827.001, Insurance Code, as effective June 1, 2003, as
follows

Sec. 827.001. New Heading: DEFINITIONS. Defines"dfiliate,” "insurer," and "rating
territory.”

(b) Amends Subsection (a), Article 21.49-2C, Insurance Code, as effective until June
1, 2003, by adding Subdivisons (4) and (5), to define "affiliate’ and "insurer.”

SECTION 6.02. (a) Amends Section 827.002, Insurance Code, as effective June 1, 2003, as
follows
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Sec. 827.002. EXEMPTION. Includesinthelist of companies that this chapter does not
apply to, atransfer of business from an insurer to a company that is not areciproca or
interinsurance exchange, a Lloyd's plan, a county mutua insurance company, or afarm mutud
insurance company.

(b) Amends Subsection (b), Article 21.49-2C, Insurance Code, as effective until June 1,

2003, to provide that this article does not apply to the transfer of the business from an insurer to
acompany that is under common ownership, is admitted to do businessin this sate, and is not
areciprocd or interinsurance exchange, a Lloyd's plan, a county mutud insurance company, or
afarm mutua insurance company.

SECTION 6.03. (8) Amends Section 827.003, Insurance Code, as effective June 1, 2003, to delete
the term “authorized” in reference to an insurer and change the terminology “ persond line of motor
vehicle comprehensve’ to “persond automobile.”
(b) Amends Subsections (@) and (g), Article 21.49-2C, Insurance Code, as effective until June
1, 2003, asfollows:

(@(1) Makesaconforming change.

(2) Reguiresan insurer, if within Sx months after a catastrophic event of natura origin
an insurer, in response to such catastrophic event, the insurer wishes to restrict its
writing of new businessin aline of persond automobile or residentia property
insurance in arating territory, to prepare and file a plan as to such proposed plan of
restriction with the commissioner for the commissioner's review and approval, unless
the commissoner finds that any line of insurance described in the filed withdrawd plan
is not offered in the State in a quantity or manner adequate to cover the risks or protect
the interests of the citizens or potentid policyholders of the state in consideration of the
impact of the catastrophic event. Authorizes the commissioner to order the date that
the withdrawd begins and authorizes modifying, restricting, or limiting the withdrawd in
any manner the commissioner decides, in the discretion of the commissioner, if the
commissoner makesthisfinding. Defines "insurer" and makes conforming changes.

(9) Makesaconforming change.

SECTION 6.04. (a) Amends Section 827.005, Insurance Code, as effective June 1, 2003, as

follows

Sec. 827.005. New Heading: APPROVAL OF WITHDRAWAL PLAN REQUIRED. (a)
Requires the commissioner to gpprove awithdrawa plan that adequately provides for meeting
the requirements prescribed by Section 827.004(3), unless the commissioner finds that any line
of insurance described in the filed withdrawd plan is not offered in the Sate in a quantity or
manner adequate to cover the risks or protect the interests of the citizens or potentia
policyholders of the state. Authorizes the commissoner to order the date that the withdrawal
begins and authorizes modifying, restricting, or limiting the withdrawd in any manner the
commissioner decides, in the discretion of the commissioner, the commissioner to order the
date that the withdrawd begins and to modify, redtrict, or limit the withdrawa in any manner the
commissioner decides, in the discretion of the commissioner, if the commissioner makes such a

finding,

(b) Increasesfrom the 31t day to the 61t day after the date the plan isfiled with the
commissioner asthe date awithdrawa plan is deemed approved if the commissoner
does not hold a hearing on the plan or does not deny approva after the date a hearing
ontheplanished.

(b) Amends Subsections (e) and (f), Article 21.49-2C, Insurance Code, as effective until June
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1, 2003, asfollows:
(e)(1) Redesignates Subsection (€) as (e)(1) and Subdivisions (1)-(3) as (A)-(C).

(e)(2) Authorizes the commissoner to order the date that the withdrawa begins and
authorizes modifying, redtricting, or limiting the withdrawa in any manner the
commissoner decides, in the discretion of the commissoner, notwithstanding the
provisons of Subdivision (1), if the commissioner finds that any line of insurance
described in the filed withdrawd plan is not offered in the Sate in a quantity or manner
adequate to cover the risks or protect the interests of the citizens or potentia
policyholders of the sate.

(f) Makes aconforming change.
SECTION 6.05. Amends Section 827.008, Insurance Code, as effective June 1, 2003, asfollows:

Sec. 827.008. RESTRICTION PLAN. (8) Requiresan insurer to file a proposed restriction
plan with the commissioner for the commissioner's review and gpprovd, unlessthe
commissoner finds that any line of insurance described in the filed withdrawad plan is not
offered in the state in a quantity or manner adequate to cover the risks or protect the interests of
the citizens or potentid policyholders of the state in consderation of the impact of the
catastrophic event, before an insurer, in response to a catastrophic natural event that occurred
during the preceding sx months, is authorized to redtrict writing new businessin arating
territory in aline of persond automobile or residentia property insurance. Authorizesthe
commissioner to order the date that the withdrawal begins and authorizes modifying, restricting,
or limiting the withdrawal in any manner the commissioner decides, in the discretion of the
commissioner, if the commissoner makes thisfinding.

(b) Crestesthis subsection from existing Subsection (c). Deletes|language requiring
the commissioner’ s gpprova of aredriction plan and authorizing an insurer to indtitute a
restriction plan. makes a conforming change.

SECTION 6.06. Amends Section 827.010(d), Insurance Code, as effective June 1, 2003, to make a
conforming change.

SECTION 6.07. Amends Subsections (&) and (b), Article 21.11-1, Insurance Code, as follows:

(@ Prohibits an insurance company writing fire and casudty insurance in this date, specificaly
including areciprocd or interinsurance exchange, mutua insurance company, capital stock
company, county mutua insurance company, association, or LIoyd's plan company, from
terminating or suspending an agency contract or terminating one or more lines of insurance
included within the agency contract with any gppointed agent unless the company givesthe
agent notice in writing of the termination or suspengion a least Sx monthsin advance, after an
agency contract has been in effect for a period of two years. Makes a conforming change.

(b) Includesthe phrase “or lines of insurance included within the agency contract” in addition to
contracts that a company is required to renew. Makes conforming changes.

SECTION 6.08. Amends Subsection (a), Article 17.22, Insurance Code, to include Article 21.21-1
inthelig of articles to which county mutua insurance companies are subject.

SECTION 6.09. Amends Subsection (b), Article 18.23, Insurance Code, to make a conforming
change.

SECTION 6.10. () Makes gpplication of this article prospective to the effective date of this Act.
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(b) Requiresthe change in law made by this article to Article 21.49-2C, Insurance Code, not
to be construed as affecting the reped of that article by Chapter 1419, Acts of the 77th
Legidature, Regular Session, 2001.

ARTICLE 7. CONFORMING AMENDMENTS, REPEALER

SECTION 7.01. Amends Subsection (f), Article 5.01, Insurance Code, to provide that
notwithstanding Subsections (a) through (d) of this article, on and after the effective date of Subchapter
Q of this chapter, rather than March 1, 1992, rates for persona automobile insurance in this state are
determined as provided by that subchapter, and rates for commercid automobile insurance in this state
are determined as provided by Article 5.13-2, rather than by the flexible rating program adopted under
Subchapter M of this code.

SECTION 7.02. Amends Section 4, Article 5.01C, Insurance Code, to require an insurer selling
short-term liability insurance policies under this article to use the policy forms adopted by the
commissioner under Article 5.06 of this code or filed and approved as provided by Article 5.143 of this
code. Deletes the phrase “unlessthe insurer is exempt from using those forms.”

SECTION 7.03. Amends Subsection (b), Article 5.01-2, Insurance Code, as effective until June 1,
2003, to make a conforming change.

SECTION 7.04. Amends Section 4, Article 5.01-4, Insurance Code, as follows;

(a) Deletesthe phrase* subchapter, Subchapter M of this chapter, or Chapter 17" relating to
reporting incurred losses and earned premiums and leaves “ as required under this code.”

(b) Makes a conforming change.

SECTION 7.05. Amends Subsection (g), Article 5.03, Insurance Code, to make a conforming
change.

SECTION 7.06. Amends Subsections (b) and (c), Section 2, Article 5.03-2, Insurance Code, to read
asfollows

(b) Replaces State Board of Insurance with department (TDI).

() Requiresthat the discounts under this article be set by TDI based on sound actuaria
principles, rather than by the State Board of Insurance.

SECTION 7.07. Amends Section 2(c), Article 5.03-3, Insurance Code, to make a conforming
change.

SECTION 7.08. Amends Subsection (), Article 5.03-4, Insurance Code, to delete the requirement
of afive percent premium discount applicable to a persona motor vehicle insurance policy for
completion of adrug and dcohol driving avareness program. Makes a conforming change.

SECTION 7.09. Amends Section 2(f), Article 5.03-5, Insurance Code, to make a conforming
change.

SECTION 7.10. Amends Subsection (c), Article 5.04, Insurance Code, to make a conforming
change.

SECTION 7.11. Amends Article 5.06, Insurance Code, by adding Subsection (12) to provide that

notwithstanding Subsections (1)-(8) of this article, policy forms and endorsements for persond
automobile insurance in this state are regulated as provided by Article 5.143 of thiscode. Authorizes
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an insurer to continue to use the policy forms and endorsements adopted or gpproved by the
commissioner under this article that the insurer used immediately before the effective date of Article
5.143 of this code on natification to the commissioner in writing that the policy forms and endorsements
will continue to be used.
SECTION 7.12. Amends Subsection (2), Article 5.06-1, Insurance Code, as follows:
(& No changes.
(b) No changes.
(©) Replaces“Board” with “commissoner.” Authorizes the commissioner in the policy forms
filed and approved under Article 5.143 of this code to dlow the term "uninsured motor vehicle'
to be defined to exclude certain motor vehicles whose operators are in fact uninsured.
(d) Makesaconforming change.
SECTION 7.13. Amends Article 5.06-6, Insurance Code, to make conforming changes.
SECTION 7.14. Amends Subsection (c), Article 5.09, Insurance Code, to make conforming changes.
SECTION 7.15. Amends Subsection (c), Article 5.11, Insurance Code, to make conforming changes.

SECTION 7.16. Amends Article 5.13, Insurance Code, to provide an exception and make
nonsubstantive changes.

(b) Makesaconforming change.

(¢) Makes conforming and nonsubstantive changes.

(d) Makes nonsubstantive changes.

(e) Providesthat the regulatory power herein conferred is vested in the commissioner, rather
than the Board of Insurance Commissioners of the State of Texas. Deletes the requirement
that within the Board, the Casudty Insurance Commissioner have primary supervison of
regulaion herein provided, subject however to the find authority of the entire Board.

SECTION 7.17. Amends the heading to Article 5.13-2, Insurance Code, to read as follows:

Art. 5.13-2. RATESFOR GENERAL LIABILITY, COMMERCIAL AUTOMOBILE, AND
COMMERCIAL PROPERTY INSURANCE COVERAGE

SECTION 7.18. Amends Sections 1 and 2, Article 5.13-2, Insurance Code, as follows:

Sec. 1. Indudes commercid automobile in the list of items for which this article governs the
regulation of generd liability and removes automobile from the ligt that it does not govern.

Sec. 2. SCOPE. Makes a conforming change.
SECTION 7.19. Amends Subdivision (2), Section 3, Article 5.13-2, Insurance Code, to require
the provisons of Section 8 of this article to gpply to county mutua insurance companies with respect to

commercid automobile insurance and make a conforming change.

SECTION 7.20. Amends Subsection (b), Article 5.25, Insurance Code, to make conforming changes.
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SECTION 7.21. Amends Subsection (b), Article 5.25A, Insurance Code, to make a conforming
change.

SECTION 7.22. Amends Article 5.25-2, Insurance Code, as follows:
Sec. 1. Redefines“list” and deletes the definition of “board.”
Sec. 2. (@) Makes conforming changes.
(b) and (c) Makes conforming changes.
Sec. 3. Makes conforming and nonsubstantive changes.
Sec. 4. Makes aconforming change.

Sec. 5. Makes conforming changes.
Sec. 6. Makes conforming changes.

Sec. 7. Makes a conforming change.
Sec. 8 Makes a conforming change.
SECTION 7.23. Amends Subsection (i), Article 5.26, Insurance Code, to make a conforming change.

SECTION 7.24. Amends Subsection (d), Article 5.28, Insurance Code, to make a conforming
change.

SECTION 7.25. Amends Subsection (b), Article 5.29, Insurance Code, to make a conforming
change.

SECTION 7.26. Amends Subsection (b), Article 5.30, Insurance Code, to make a conforming
change.

SECTION 7.27. Amends Subsection (b), Article 5.31, Insurance Code, to make conforming
changes.

SECTION 7.28. Amends Subsection (b), Article 5.32, Insurance Code, to make conforming changes.

SECTION 7.29. Amends Subdivision (3), Section 1, Article 5.33A, Insurance Code, to replace the
definition of “board” with the definition of "department.”

SECTION 7.30. Amends Section 3(c), Article 5.33A, Insurance Code, to make a conforming
change.

SECTION 7.31. Amends Section 4(a), Article 5.33A, Insurance Code, to make a conforming
change.

SECTION 7.32. Amends Section 5, Article 5.33A, Insurance Code, to make conforming changes.

SECTION 7.33. Amends Section 6(€), Article 5.33A, Insurance Code, to make a conforming
change.

SECTION 7.34. Amends Section 9, Article 5.33A, Insurance Code, to make a conforming change.

SECTION 7.35. Amends Section 5, Article 5.33B, Insurance Code, to make a conforming change.
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SECTION 7.36. Amends Section 3(b), Article 5.33C, Insurance Code, to make a conforming
change.

SECTION 7.37. Amends Subsection (b), Article 5.34, Insurance Code, to make a conforming
change.

SECTION 7.38. Amends Article 5.35, Insurance Code, by adding Subsection (k) as follows:

(k) Providesthat notwithstanding Subsections (a)-(j) of this article, policy forms and
endorsements for residential property insurance in this sate are regulated as provided by
Article 5.143 of thiscode. Authorizes an insurer to continue to use the policy forms and
endorsements adopted or gpproved by the commissioner under this article that the insurer used
immediately before the effective date of Article 5.143 of this code on natification to the
commissioner in writing that the policy forms and endorsements will continue to be used.

SECTION 7.39. Amends Article 5.35-1, Insurance Code, to make a conforming change.
SECTION 7.40. Amends Article 5.36, Insurance Code, to make a conforming change.

SECTION 7.41. Amends Subsection (b), Article 5.39, Insurance Code, to make a conforming change.

SECTION 7.42. Amends Subsection (d), Article 5.40, Insurance Code, to make a conforming change.

SECTION 7.43. Amends Subsection (b), Article 5.41, Insurance Code, to make a conforming change.

SECTION 7.44. Amends Subsection (g), Article 5.53, Insurance Code, to delete Notwithstanding
any other provison of this subchapter, the flexible rating program crested under Subchapter M of this
chapter does not gpply to thisarticle” Makes a nonsubstantive change.

SECTION 7.45. Amends Subsection (a-1), Article 5.96, Insurance Code, to del ete the exception and
the reference to a“benchmark” rate. Makes a conforming change.

SECTION 7.46. (d) Amends Section 5, Article 17.25, Insurance Code, as effective until June 1,
2003, to require each county mutua insurance company to be subject to the provisons of Articles
5.06, 5.35, and 5.143 of this code. Requires county mutua insurance companiesto file policy forms
under Article 5.143 of this code or continue to use the standard policy forms and endorsements
promulgated under Articles 5.06 and 5.35 of this code on natification to the commissioner in writing
that the forms will continue to be used. Deletes reference to the Board of Insurance Commissionersin
relaion to uniform policies for county mutua insurance companies.

(b) Amends Section 912.152, Insurance Code, as effective June 1, 2003, asfollows:

(& Providesa county mutua insurance company is subject to Articles 5.06, 5.35, and
5.143.

(b) Requires county mutud insurance companies to file policy forms under Article
5.143 or continue to use the standard policy forms and endorsements promul gated
under Articles 5.06 and 5.35 on natification to the commissioner in writing that the
formswill continue to be used. Deletes language relating to uniform policy forms.

SECTION 7.47. () Amends Section 6, Article 17.25, Insurance Code, as effective until June 1,
2003, asfollows:
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Sec. 6. Requires acounty mutud insurance company, as part of the rate filings required under
Article 5.142 of this code to file with TDI a schedule of itsrates, the amount of policy fee,
ingpection fee, membership feg, or initid charge by whatever name cdled, proposed to be
charged to its policyholders or those gpplying for policies. Requiresthefiling of thisinformation
to be in accordance with the requirements of Article 5.142 of this code.

(b) Amends Section 912.201, Insurance Code, as effective June 1, 2003, to make conforming
changes.

SECTION 7.48. Amends Section 8, Article 21.77, Insurance Code, to require dl policy formsfor
insurance written under this article to be prescribed by the commissioner as provided in Article 5.06 of
this code or filed and in effect as provided in Article 5.143 of this code.

SECTION 7.49. (8 Amends Section 912.002, Insurance Code, as effective June 1, 2003, by
amending Subsection (a) and adding Subsection (c) asfollows:

(a) Ddetesreferenceto the flexible rating program under Article 5.101.

(¢) Providesthat rate regulation for a persond automobile insurance policy written by a county
mutua insurance company is subject to Chapter 5Q. Provides that rate regulation for a
resdential property insurance policy written by a county mutua insurance company is subject to
Chapter 5Q. Authorizes the commissioner to adopt rules as necessary to implement this
subsection.

(b) Amends Subsection (b), Article 17.22, Insurance Code, as effective until June 1, 2003, to
provide that rate regulation for a persond automobile insurance policy written by a county
mutua insurance company is subject to Subchapter Q, Chapter 5 of thiscode. Provides that
rate regulation for aresdentid property insurance policy written by a county mutua insurance
company is subject to Subchapter Q, Chapter 5 of this code. Authorizes the commissioner to
adopt rules as necessary to implement this subsection. Deetes language steting that the flexible
rating program does not apply to county mutua insurance companies.

SECTION 7.50. Amends Section 912.152, Insurance Code, asfollows:
(& Makesaconforming change.

(b) Requires county mutua insurance companies to file policy forms under Article 5.143 or
continue to use the standard policy forms and endorsements promulgated under Articles 5.06
and 5.35 on natification to the commissioner in writing in the manner prescribed by Article
5.143 that those forms will continue to be used. Makes a conforming change.

SECTION 7.51. (8 Amends Section 941.003(b), Insurance Code, as effective June 1, 2003, to
include Articles 5.142 and 5.143 in the list of articles to which aLloyd's plan is subject.

(b) Amends Article 18.23, Insurance Code, as effective until June 1, 2003, adding Subsection
() to provide that rate regulation for a persona automobile insurance policy written by a
Lloyd's plan is subject to Chapter 5Q of this code. Providesthat rate regulation for a
resdentia property insurance policy written by a Lloyd's plan is subject to Chapter 5Q of this
code. Authorizes the commissioner to adopt rules as necessary to implement this subsection.

SECTION 7.52. () Amends Section 942.003(b), Insurance Code, as effective June 1, 2003, to
make a conforming change.

(b) Amends Article 19.12, Insurance Code, as effective until June 1, 2003, by adding
Subsection () to provide thet rate regulation for a persond automobile insurance policy written
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by areciproca or interinsurance exchange is subject to Chapter 5Q of this code. Providesthat
rate regulation for aresdential property insurance policy written by areciproca or
interinsurance exchange is subject to Chapter 5Q of this code. Authorizes the commissioner to
adopt rules as necessary to implement this subsection.
SECTION 7.53. Amends Section 502.153(d), Transportation Code, to make a conforming change.
SECTION 7.54. Amends Section 521.143(c), Transportation Code, to make a conforming change.
SECTION 7.55. Repedler:

(1) Repeder: Subsection (h), Article 5.26 (Maximum Rate Fixed, and Deviations Therefrom),
Insurance Code, and Articles 5.50 (Exceptions), 5.101 (FHexible Rating Program for Certain
Insurance Lines), and 40.061 (Flexible Rating Program), Insurance Code.

(2) Repeder, as effective June 1, 2003, Subsection (c), Section 941.003 (Limited Exemption
from Insurance Laws, Application of Certain Laws), and Subsection (c), Section 942.003
(Limited Exemption from Insurance Laws, Applicability of Certain Laws), Insurance Code.
(3) Repeder: Section 4C, Article 5.73 (Advisory Organizations), Insurance Code.
ARTICLE 8. LEGISLATIVE OVERSIGHT COMMITTEE
SECTION 8.01. Amends Chapter 21E, Insurance Code, by adding Article 21.49-20, asfollows:

Art. 21.49-20. PROPERTY AND CASUALTY LEGISLATIVE OVERSIGHT
COMMITTEE. (8) Defines"committee”.

(b) Providesthat the committee is composed of seven members as follows:
(1) thechair of the Senate Business and Commerce Committee and the chair
of the House Committee on Insurance, who shal serve asjoint chairs of the
committee;

(2) two members of the senate gppointed by the lieutenant governor;

(3) two members of the house of representatives gppointed by the speaker of
the house of representatives, and

(4) the public insurance counsd.
(c) Providesthat an appointed member of the committee serves at the pleasure of the
gopointing officia. Requires the gppointing officids to attempt to gppoint persons who
represent the gender composition, minority populations, and geographic regions of the
date, in making gppointments to the committee,
(d) Providesthat the committee is subject to Chapter 325, Government Code (Texas
Sunset Act), and unless continued in existence as provided by that chapter, the
committee is abolished September 1, 2007.

(e) Requiresthe committee to perform certain functions.

(f) Authorizes the committee to request reports and other information from TDI as
necessary to carry out this section.
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(9) Requiresthe committee, not later than November 15 of each even-numbered year,
to report to the governor, lieutenant governor, and speaker of the house of
representatives on the committee's activities under Subsection (€). Requires the report
to include certain information.

ARTICLE 9. GENERAL TRANSITION; SEVERABILITY; EFFECTIVE DATE
SECTION 9.01. Providesthat the amendment of statutory provisions by this Act does not affect the
reped of those provisons by Section 31, Chapter 1419, Acts of the 77th Legidature, Regular Session,
2001.

SECTION 9.02. Makes application of this Act prospective, except as provided by Section 3.04 of
thisAct.

SECTION 9.03. Providesthat if any provision of this Act or its gpplication to any person or
circumgtanceis held invdid, the invaidity does not affect other provisons or applications of this Act that
can be given effect without the invalid provison or gpplication, and to this end the provisons of this Act
are declared to be severable.

SECTION 9.04. Effective date: upon passage or September 1, 2003.

SUMMARY OF COMMITTEE CHANGES

Amends As Filed S.B. 14 by adding Subchapter Q, rather than Subchapter P, to Chapter 5 of the
Insurance Code.
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