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TITLE 7. BANKING AND SECURITIES 

PART 8. JOINT FINANCIAL 
REGULATORY AGENCIES 

CHAPTER 155. PAYOFF STATEMENTS 
SUBCHAPTER A. FORM AND DELIVERY 
7 TAC §155.2 

The Finance Commission of Texas (commission), on behalf of 
the Department of Savings and Mortgage Lending (SML), the 
Office of the Consumer Credit Commissioner (OCCC), and the 
Texas Department of Banking (DOB; SML, OCCC, and DOB, 
collectively, the "joint financial regulatory agencies"), adopts 
amendments to existing Title 7 Texas Administrative Code 
(TAC), Part 8, Chapter 155, Subchapter A, §155.2, without 
changes to the proposed text as published in the July 3, 2020, 
issue of the Texas Register (45 TexReg 4454). The rule will not 
be republished. 
Explanation of and Justification for the Rule 

7 TAC, Chapter 155 contains the administrative rules of the joint 
financial regulatory agencies concerning requirements for the 
creation and delivery of payoff statements for home loans. The 
amendments arose in part from the joint financial regulatory 
agencies' periodic review of Chapter 155, conducted pursuant 
to Government Code, §2001.039. The commission, determining 
that the reasons for initially adopting the rules contained in 
Chapter 155 continued to exist, readopted such rules in the 
January 3, 2020, issue of the Texas Register (45 TexReg 162). 
While readopting the rules, the commission contemporaneously 
proposed amendments to 7 TAC §155.2 (45 TexReg 33). The 
amendments proposed at that time were limited to non-sub-
stantive formatting changes to reconcile differences between 
the form published on SML's website and the form embedded in 
§155.2. However, during the period for public comment to such 
proposal, the joint financial regulatory agencies received one 
comment submitted by the Texas Land Title Association (com-
menter) requesting that the payoff statement form be revised 
to include additional information. Specifically, the commenter 
requested that, in order for the title company to more easily 
verify the loan servicer has correctly identified the loan for which 
the payoff statement was requested, the payoff statement form 
state the loan number assigned for identification purposes, or if 
the loan number is not available, the original loan amount. The 
joint financial regulatory agencies determined the comment and 
proposed revisions had merit and that the revisions should be 
considered by the commission for potential adoption. The joint 
financial regulatory agencies further determined that the revi-
sions would be best achieved by amending the rule to impose 
the requirement within the actual text of the rule, in addition to 

making corresponding changes to the form embedded in the 
rule. Given the revisions made substantive changes to the text 
of the rule and to the form embedded in the rule beyond the 
non-substantive formatting changes initially proposed, the joint 
financial regulatory agencies determined it would be prudent to 
republish the rule as a new rule proposal for public comment. 
The initial January 3, 2020, proposal was withdrawn at the same 
time the second proposal affecting the rule was published in the 
Texas Register (45 TexReg 4497). The amendments adopted 
effectuate the revisions suggested by the commenter, in addition 
to the non-substantive formatting amendments proposed in the 
initial January 3, 2020 proposal. 
Summary of Public Comments 

Publication of the joint financial regulatory agencies' proposal to 
amend 7 TAC §155.2 recited a deadline of 30 days to receive 
public comments, or August 2, 2020. A public hearing in accor-
dance with Government Code §2001.029 was not required. No 
comments were received in response to the proposal. 
Statutory Authority 

Amended 7 TAC §155.2 is adopted under the authority of, and to 
implement, Finance Code §343.106(b), which requires the com-
mission to adopt rules governing requests by title insurance com-
panies for payoff information from mortgage servicers related to 
home loans and the provision of that information, including rules 
prescribing a standard payoff statement form that must be used 
by mortgage servicers to provide payoff statements. 
The adoption of amended 7 TAC §155.2 affects the statutes con-
tained in Finance Code, Chapter 343. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 31, 2020. 
TRD-202003573 
Iain A. Berry 
Associate General Counsel 
Joint Financial Regulatory Agencies 
Effective date: September 20, 2020 
Proposal publication date: July 3, 2020 
For further information, please call: (512) 475-1535 

TITLE 22. EXAMINING BOARDS 

PART 3. TEXAS BOARD OF 
CHIROPRACTIC EXAMINERS 
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CHAPTER 72. FEES, LICENSE APPLICA-
TIONS, AND RENEWALS 
22 TAC §72.18 

The Texas Board of Chiropractic Examiners (Board) adopts the 
repeal of 22 TAC §72.18 (Criminal History) as published in the 
June 12, 2020, issue of the Texas Register (45 TexReg 3975). 
The Board will adopt a new §72.18 in a separate rulemaking. As 
part of the Board's comprehensive rule revision effort, the pur-
pose of the repeal is to make the Board's licensing rules simpler 
and easier to navigate. The repeal will not be republished. 
The Board received no comments concerning the proposed re-
peal. 
The repeal is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this repeal. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003495 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

22 TAC §72.18 

The Texas Board of Chiropractic Examiners (Board) adopts new 
22 TAC §72.18 (Criminal History), without changes to the text as 
published in the June 12, 2020, issue of the Texas Register (45 
TexReg 3975). The rule will not be republished. 
As part of the Board's comprehensive rule revision effort, the new 
rule removes unnecessary text, makes the Board's rules simpler 
and easier to navigate, and brings the rule into compliance with 
changes in Texas Occupations Code Chapter 53 made during 
the last legislative session (House Bill 1342, 86th Legislature, 
Regular Session). 
In addition to overall simplifying the current rule's language, 
which mirrors the Board's obligations under Texas Occupations 
Code Chapter 53 (relating to the consequences of a criminal 
conviction on an occupational license), the new §72.18 permits 
an incarcerated individual to apply for a license if the individual 
is within three months of release from prison. The new rule 
also explicitly requires the Board to notify an individual whose 
application has been denied for past criminal history acts of the 
procedures to appeal the Board's decision. The rule further 
allows the Board to delegate to the executive director the 
authority to consider an applicant's minor criminal convictions. 
The Board received no comments concerning the new rule. 
The rule is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic 
and Texas Occupations Code §§53.022 - 52.0231, which impose 

requirements on the Board in considering past criminal acts by 
an applicant. 
No other statutes or rules are affected by this new rule. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003496 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

CHAPTER 76. PATIENT RECORDS AND 
DOCUMENTATION 
22 TAC §76.1 

The Texas Board of Chiropractic Examiners (Board) adopts the 
repeal of 22 TAC §76.1 (Patient Request for Records) as pub-
lished in the June 12, 2020, issue of the Texas Register (45 
TexReg 3977). The rule will not be republished. 
The Board will adopt a new §76.1 in a separate rulemaking. As 
part of the Board's comprehensive rule revision effort, the pur-
pose of the repeal is to make the Board's rules simpler and easier 
to navigate. 
The Board received no comments concerning the proposed re-
peal. 
The repeal is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this repeal. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003497 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: July 24, 2020 
For further information, please call: (512) 305-6700 

22 TAC §76.1 

The Texas Board of Chiropractic Examiners (Board) adopts new 
22 TAC §76.1 (Required Contents of Patient Records) as pub-
lished in the June 12, 2020, issue of the Texas Register (45 
TexReg 3977). The rule will not be republished. 
Following a July 2019 stakeholder meeting about patient 
records, the Board agreed there was a lack of uniformity among 
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licensees as to the information contained in patient records. In 
the Board's opinion, this lack could contribute to inefficiencies 
leading to physical or financial harm to patients and other 
stakeholders, including erroneous diagnosis, incomplete or un-
necessary treatments, incorrect or improper billing for services, 
or incorrect insurance claims. To prevent those harms and 
to protect both patients and licensees, the Board adopts new 
§76.1, which the Board believes codifies current best practices 
in the chiropractic profession relating to patient records. The 
new rule provides licensees and other stakeholders with specific 
minimum guidance as to what constitutes a proper patient 
record. 
This rule is part of the Board's overall rewriting of its patient 
records rules in 22 TAC Chapter 76. The Board is adopting the 
repeal and replacement of §76.1 and §76.2 and adopting new 
§76.3 and §76.4. The new rules separate the broad topic of pa-
tient records into four functional categories: patient record con-
tents (new §76.1); requests for records (new §76.2); fees (new 
§76.3); and record maintenance (new §76.4). 
The purpose of the repeal is to make the Board's rules relating 
to patient records more complete as well as simpler and easier 
for stakeholders to navigate. 
The Board received no comments concerning the new rule. 
The rule is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this new rule. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003498 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

22 TAC §76.2 

The Texas Board of Chiropractic Examiners (Board) adopts the 
repeal of 22 TAC §76.2 (Required Patient Records), without 
changes to the text as published in the June 12, 2020, issue of 
the Texas Register (45 TexReg 3978). The repeal will not be 
republished. 
The Board will adopt a new §76.2 in a separate rulemaking. As 
part of the Board's comprehensive rule revision effort, the pur-
pose of the repeal is to make the Board's rules simpler and easier 
to navigate. 
The Board received no comments concerning the proposed re-
peal. 
The repeal is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this repeal. 

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003499 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

♦ ♦ ♦ 
22 TAC §76.2 

The Texas Board of Chiropractic Examiners (Board) adopts new 
22 TAC §76.2 (Requests for Patient Records) with non-substan-
tive changes as published in the June 12, 2020, issue of the 
Texas Register (45 TexReg 3979). The rule will be republished. 
Following a July 2019 stakeholder meeting about patient 
records, the Board agreed the Board's current rule for request-
ing patient records did not adequately explain the procedures 
for when a licensee believed disclosure could potentially harm a 
patient. The new §76.2 establishes a process where a licensee 
shall seek a second opinion from another licensee as to any 
potential harm to a patient. The new rule further clarifies in 
subsection (h) that a licensee may charge fees for the records 
before disclosure (permissible fees are contained in new §76.3). 
The new rule provides licensees and other stakeholders with 
clear guidance on how to properly handle requests for patient 
records. 
This adopted rule is part of the Board's overall rewriting of its 
patient records rules in 22 TAC Chapter 76. The Board is adopt-
ing the repeal and replacement of §76.1 and §76.2 and adopting 
new §76.3 and §76.4. The new rules separate the broad topic 
of patient records into four functional categories: patient record 
contents (new §76.1); requests for records (new §76.2); fees 
(new §76.3); and record maintenance (new §76.4). 
The Board received no comments concerning the new rule. 
The rule is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this new rule. 
§76.2. Requests for Patient Records. 

(a) A patient may request patient records be disclosed to an-
other person or to the patient. 

(b) A patient shall make the request for disclosure of patient 
records in writing. 

(c) In a written request for disclosure of patient records, a pa-
tient shall include: 

(1) the specific information or records to be disclosed; and 

(2) the person to whom the records are to be disclosed. 

(d) A patient or other person legally authorized to act on the 
patient's behalf shall sign the written request for disclosure of patient 
records. 
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(e) A patient may withdraw consent to disclosure in writing at 
any time. 

(f) Withdrawal of consent does not affect any information dis-
closed before the withdrawal. 

(g) A licensee or other person may honor an oral request for 
disclosure if the licensee or other person documents: 

(1) the patient's identity by valid government identification 
or legal documents that identify a person as the patient's legal represen-
tative; and 

(2) the information required by subsections (c) and (d) of 
this section. 

(h) A licensee or other person shall disclose patient records, 
after receiving any applicable fees for the records, within 15 business 
days from the date of the request, unless the request is denied under 
subsection (j) of this section. 

(i) A licensee or other person may not deny a patient's request 
for records for: 

(1) a past due account for care or treatment previously ren-
dered to the patient; or 

(2) the lack of a letter of protection; or any other similar 
document. 

(j) A licensee or other person may not disclose information in 
a patient record if a licensee determines that disclosure would harm the 
physical, mental, or emotional health of the patient. 

(k) If a licensee determines that disclosure would be harmful, 
a licensee shall: 

(1) document in writing the rationale; 

(2) notify the patient within 15 days of the date of the pa-
tient's request; and 

(3) request in writing a second opinion from another li-
censee within 15 days of the patient's request for records. 

(l) A licensee who receives a request for a second opinion un-
der subsection (k) of this section shall provide a written opinion to the 
requesting licensee within 15 days of the request. 

(m) A licensee shall disclose all information in a patient's 
record only if the licensee receives a written second opinion from 
another licensee which states disclosure would not be harmful to the 
patient. 

(n) A licensee shall disclose only redacted non-harmful infor-
mation in a patient's records if the licensee receives a second opinion 
from another licensee which states there is potential harm to the patient 
if disclosed. 

(o) A subpoena may not be required for the release of patient 
records under this section. 

(p) A licensee or other person who violates this section is sub-
ject to disciplinary action. 

(q) This section does not supersede Texas Health and Safety 
Code Chapter 181 or any other applicable state or federal law. 

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003500 

Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

22 TAC §76.3 

The Texas Board of Chiropractic Examiners (Board) adopts new 
22 TAC §76.3 (Fees for Providing Patient Records) as published 
in the June 12, 2020, issue of the Texas Register (45 TexReg 
3980). The rule will not be republished. 
Following a July 2019 stakeholder meeting about patient 
records, the Board agreed the Board's rule on fees for patient 
records does not adequately cover licensees' present day costs, 
nor does it address changes in technology since the Board's 
general patient records rules were last amended in 2015. The 
new rules establishes reasonable maximum fees a licensee may 
charge for digital, paper, and imaging film records, as well as 
the actual cost of delivery. The rule in subsection (j) also makes 
explicit that a licensee may charge a reasonable fee to answer 
a deposition by written question. The rule informs licensees, 
patients, and other stakeholders of what the allowable fees a 
licensee may charge for specific types of patient records. 
This rule is part of the Board's overall rewriting of its patient 
records rules in 22 TAC Chapter 76. The Board is adopting the 
repeal and replacement of §76.1 and §76.2 and adopting new 
§76.3 and §76.4. The new rules separate the broad topic of pa-
tient records into four functional categories: patient record con-
tents (new §76.1); requests for records (new §76.2); fees (new 
§76.3); and record maintenance (new §76.4). 
The Board received no comments concerning the new rule. 
The rule is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this new rule. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003501 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

22 TAC §76.4 

The Texas Board of Chiropractic Examiners (Board) adopts new 
22 TAC §76.4 (Duty to Maintain and Store Patient Records) with 
changes to the text as published in the June 12, 2020, issue of 
the Texas Register (45 TexReg 3982). The rule will be repub-
lished. 
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Following a July 2019 stakeholder meeting about patient 
records, the Board agreed the Board's existing rule on the 
maintenance and storage of patient records gave insufficient 
guidance to licensees on their duties concerning those records. 
The new §76.4 updates language in current §76.2 to make 
clear a licensee must maintain records for a minimum of six 
years from the date of the specific treatment or service. The 
rule further clarifies a licensee's duties to a patient's records 
when a doctor-patient relationship has been established and 
the licensee subsequently leaves employment or a partnership, 
or when a partnership dissolves. 
The rule gives licensees and other stakeholders clear guidance 
as to who is responsible for the maintenance and storage of pa-
tient records and under what circumstances. 
This adopted rule is part of the Board's overall rewriting of its 
patient records rules in 22 TAC Chapter 76. The Board is adopt-
ing the repeal and replacement of §76.1 and §76.2 and adopting 
new §76.3 and §76.4. The new rules separate the broad topic 
of patient records into four functional categories: patient record 
contents (new §76.1); requests for records (new §76.2); fees 
(new §76.3); and record maintenance (new §76.4). 
The Board received no comments concerning the new rule. 
The rule is adopted under Texas Occupations Code §201.152, 
which authorizes the Board to adopt rules necessary to perform 
the Board's duties and to regulate the practice of chiropractic. 
No other statutes or rules are affected by this new rule. 
§76.4. Duty to Maintain and Store Patient Records. 

(a) A licensee or other person shall maintain the record of a 
patient's treatment or service for a minimum of six years from the date 
of that treatment or service. 

(b) If a patient was younger than age 18 when the patient last 
received treatment or service, a licensee or other person shall maintain 
a patient's records until a patient reaches age 21 or for six years from 
the date of last treatment or service, whichever is longer. 

(c) If another federal or state law or rule, or business agree-
ment requires a patient record to be maintained for a time longer than 
in subsections (a) and (b) of this section, a licensee or other person shall 
comply with that law, rule, or business agreement. 

(d) A licensee or other person shall maintain a patient record 
relating to a civil, criminal, or administrative proceeding until the pro-
ceeding is finally resolved. 

(e) A licensee or other person shall ensure patient records are 
securely stored to protect a patient's privacy. 

(f) If a licensee establishes a doctor-patient relationship solely 
due to a licensee's employment by or contract for services with another 
person, a licensee's duty to maintain patient records created during the 
employment or contract ceases when the licensee's employment or con-
tract ends. 

(g) If a licensee establishes a doctor-patient relationship solely 
due to a licensee's participation in a partnership with another person, 
a licensee's duty to maintain patient records created during the part-
nership ceases when the licensee's participation in the partnership ends 
and the remaining partners continue the partnership. 

(h) If a partnership in which a licensee is a partner dissolves, 
each licensee and person in the partnership is individually and jointly 
responsible for the maintenance of patient records unless a licensee or 
other person assumes that duty by written agreement. 

(i) A licensee or other person shall reasonably notify a patient 
when the duty for maintaining patient records will change. 

(j) A licensee or other person who violates this section is sub-
ject to disciplinary action. 

(k) A licensee closing a practice shall comply with all Board 
rules relating to the storage and maintenance of patient records. 

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003502 
Christopher Burnett 
General Counsel 
Texas Board of Chiropractic Examiners 
Effective date: September 13, 2020 
Proposal publication date: June 12, 2020 
For further information, please call: (512) 305-6700 

♦ ♦ ♦ 
TITLE 28. INSURANCE 

PART 1. TEXAS DEPARTMENT OF 
INSURANCE 

CHAPTER 5. PROPERTY AND CASUALTY 
INSURANCE 
SUBCHAPTER C. TEXAS MEDICAL 
LIABILITY INSURANCE UNDERWRITING 
ASSOCIATION 
28 TAC §§5.2001 - 5.2006 

The Commissioner of Insurance adopts amendments to 28 
TAC §§5.2001 - 5.2006, relating to the Texas Medical Liability 
Insurance Underwriting Association (JUA) Plan of Operation 
(Plan). Sections 5.2001, 5.2005, and 5.2006 are adopted 
without changes to the text as proposed in the July 24, 2020, 
issue of the Texas Register (45 TexReg 5116). These rules will 
not be republished. The Texas Department of Insurance (TDI) 
made nonsubstantive changes to the proposed text in §§5.2002 
- 5.2004. The rules will be republished. 
REASONED JUSTIFICATION. The Texas Legislature formed 
the JUA in 1975 to be the residual market for medical liability in-
surance. The JUA is governed by a board of directors composed 
of nine members who are representatives from various industry 
groups and public members. Insurance Code §2203.052(a)(1) 
provides that five of the nine members of the board must be 
representatives of insurers, elected by association members. 
Section 5.2002(d)(2)(B) fulfilled that requirement, in part, by pro-
viding that the Property Casualty Insurers Association of Amer-
ica (PCI) and the American Insurance Association (AIA) each 
select a member. PCI and AIA merged into the American Prop-
erty Casualty Insurance Association (APCIA), effective January 
1, 2019. To address the change, at their meeting on February 
27, 2020, the JUA board voted to replace PCI and AIA with AP-
CIA and the National Association of Mutual Insurance Compa-
nies (NAMIC). The amendments to §5.2002(d)(2)(B) will allow 
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APCIA to appoint one member and NAMIC to appoint another 
so that the number of board members remains at nine. 
Also, the amendments update several statutory references, 
make changes for agency style, and add the option for a foreign 
insurer to be a board member. A "foreign insurer" is an insurer 
that is licensed to do business in Texas but is domiciled in 
another state. 
Section 5.2001. This section is amended to update statutory ci-
tations and make other nonsubstantive edits for current agency 
style, including removing "shall" in places where it is unneces-
sary. 
Section 5.2002. Section 5.2002(d)(2)(B) is amended to allow 
APCIA to appoint one board member and NAMIC to appoint an-
other so that the number of members remains at nine. 
Section 5.2002(d)(2)(C)(ii) is amended to add an option for one 
board member slot to be filled either by an insurer who is not a 
member of the listed trade associations (which was provided for 
in the previous rule) or by a foreign insurer. This addition will add 
flexibility in choosing board members. 
Section 5.2002 is also amended to update statutory citations and 
make other nonsubstantive edits to update the language to cur-
rent agency style. This includes removing "shall" and replacing it 
with "will" or "must" where that word is clearer, capitalizing "Com-
missioner," and editing for plain language. 
The text of §5.2002 is adopted with nonsubstantive changes 
to the proposed text to add clarity and consistency in the 
rule text and conform with the department's current writing 
style. In §5.2002(c)(3) the word "less" is changed to "fewer." 
In §5.2002(d)(8) the proposal changed "at the meeting which 
shall be adjourned" to "at the meeting which will be adjourned." 
In the adopted rule, the word "which" is changed to "that." In 
§5.2002(d)(11) the word "multi-year" is changed to "multiyear." A 
proposed amendment to §5.2002(h)(5) would have changed "In 
each instance in which a question of indemnification arises" to 
"In each instance in when a question of indemnification arises." 
In the adopted rule, the word "when" is changed to "that." And, 
in §5.2002(i) the word "of" is changed to "to." 
Section 5.2003. This section is amended to update statutory ci-
tations and make other nonsubstantive edits to update the lan-
guage to current agency style, including replacing "shall" with 
"will" or "must" where that word is clearer, capitalizing "Commis-
sioner," and editing for plain language. 
The text of §5.2003 is adopted with nonsubstantive changes 
to the proposed text to add clarity and consistency in the rule 
text and conform with the department's current writing style. 
In §5.2003(b)(2)(A)(i) an unnecessary "or" is deleted and in 
§5.2003(e) the word "which" is changed to "that." 
Section 5.2004. Section 5.2004 is amended to update the 
language to current agency style, including capitalizing "Com-
missioner" and revising punctuation. Section 5.2004(a)(2)(B) is 
amended to provide a more specific statutory citation. 
The text of §5.2004 is adopted with nonsubstantive changes 
to the proposed text to add clarity and consistency in the rule 
text and conform with the department's current writing style. In 
§5.2004(a)(5)(E)(vii)(I) and (II), two unnecessary uses of "and" 
are deleted. In §5.2004(b)(4)(A)(v) the word "that" is changed 
to "who." In §5.2004(b)(4)(A)(vi) the word "then" is added af-
ter "licensing agency." In §5.2004(b)(4)(A)(viii) the word "and" 

is added after "applicant." And, in §5.2004(c)(1)(D) and (E) two 
unnecessary instances of "or" are deleted. 
Section 5.2005. This section is amended to replace the word 
"shall" with "may" and capitalize "Commissioner" to conform with 
current agency style. 
Section 5.2006. This section is amended to update statutory 
citations, remove "shall" and replace it with a clearer word, and 
capitalize "Commissioner" to conform with current agency style. 
SUMMARY OF COMMENTS. TDI did not receive any comments 
on the proposed amendments. 
STATUTORY AUTHORITY. The Commissioner adopts the 
amendments to 28 TAC §§5.2001 - 5.2006 under Insurance 
Code §§2203.053, 2203.054, and 36.001. 
Insurance Code §2203.053(a) provides that the JUA operates 
under a plan of operation adopted by the Commissioner. 
Insurance Code §2203.054 provides that amendments to the 
Plan must be approved by the Commissioner or made at the 
direction of the Commissioner. 
Insurance Code §36.001 provides that the Commissioner may 
adopt any rules necessary and appropriate to implement the 
powers and duties of TDI under the Insurance Code and other 
laws of this state. 
§5.2002. Operation of the Texas Medical Liability Insurance Under-
writing Association. 

(a) Membership. The association is governed by Insurance 
Code Chapter 2203. Any insurer authorized to write and engaged in 
writing any insurance, the writing of which requires the insurer to be-
come a member of the association under Insurance Code §2203.055, 
will become a member of the association on the first day of January im-
mediately following the date the insurer started writing such insurance. 
The determination of the insurer's participation in the association will 
be made as of the date of such membership in the same manner as for all 
members of the association. Any member that ceases to be authorized 
to write or that ceases to engage in the writing of any insurance that 
would require such insurer to become a member of the association will 
remain a member of the association until midnight of December 31 next 
following the date the insurer ceases to be authorized to write or ceases 
to write such insurance, and the insurer's participation in the associa-
tion will cease as of that time; provided, however, that each member 
must participate in any financial deficit of the association for all calen-
dar years subsequent to December 31, 1976, during which the insurer 
was a member of the association, whenever such deficit is determined. 
The member must be charged or credited in due course with its proper 
share of all expenses or losses and any recoupment or reimbursement 
allocable to the member. If a member is merged or consolidated with 
another insurer, the continuing insurer will become a member of the as-
sociation in place of the merged or consolidated member, provided that 
such member will be deemed to have become a member of the associa-
tion on the date the merged or consolidated member became a member 
and provided, further, that such member will pay no initial expense fee. 

(b) Expense fees. 

(1) Initial expense fee. Each member must pay to the asso-
ciation an initial expense fee of $100. All members of the association 
must pay such fees on or before the date they become members of the 
association. 

(2) Annual expense fee. In addition to the initial expense 
fee, each member must pay to the association an annual expense fee 
in an amount to be determined by the board of directors and approved 
by the Commissioner. All members of the association must pay such 
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annual expense fee on or before the first of January for each year during 
which the association exists. 

(3) Remedy for failure to pay fees. If any member fails or 
refuses to pay either the initial expense fee or the annual expense fee 
after receipt of written notice by the association that such fee is due 
and payable, then such member will be subject to the same remedies as 
provided in §5.2003(d)(4) of this title (relating to Property and Casualty 
Insurance) for the failure of the member to pay any assessment levied 
by the association. 

(4) Use of fees. All expense fees paid to the association 
will be used in such manner as the board of directors may from time to 
time direct in accordance with this subchapter. 

(c) Meetings of members. 

(1) Notice of meetings. Written or printed notice stating the 
place, date, hour, subjects of the meeting, and the purpose or purposes 
for which the meeting is called, must be delivered not less than 10 nor 
more than 50 days before the date of the meeting, either personally or 
by mail, by or at the direction of the chair of the board of directors, the 
secretary, or other person calling the meeting, to each member entitled 
to vote at such meeting. Public notice of meetings must be given as 
required by Government Code Chapter 551. 

(2) Meetings. 

(A) Annual meeting. The annual meeting of the mem-
bers must be held not later than the 30th day of September of each year 
at an hour and place to be determined by the board of directors for the 
purpose of electing directors and for the transaction of such other busi-
ness as may come before the meeting. If the election of directors is 
not held on the day designated for any annual meeting of the members, 
the board of directors must cause the election to be held at a special 
meeting of the members as soon as may be convenient after the annual 
meeting. 

(B) Special meetings. The board of directors, the chair 
of the board of directors, or 20% of the members may call a special 
meeting of the members and designate any place as the place of the 
special meeting. 

(3) Quorum. Fifty members, represented by person or by 
proxy, is a quorum at a meeting of the members. If fewer than 50 
members are represented at a meeting, a majority of the members rep-
resented may adjourn the meeting from time to time without further 
notice. At the next meeting after adjournment at which a quorum is 
present or represented, any business may be transacted at the meeting 
as originally notified. The members represented at a duly organized 
meeting may continue to transact business until adjournment, notwith-
standing the withdrawal of enough persons to leave less than a quorum. 

(4) Voting. 

(A) Each member is entitled to one vote at the annual 
meeting and each special meeting. 

(B) A member may vote by proxy executed in writing 
by the member. No proxy will be valid after the next annual meeting 
after the date of its execution unless otherwise provided in the proxy. 
Each proxy is revocable. 

(C) Each member's vote may be voted by such officer, 
agent, or proxy as the bylaws of such member may authorize or, in the 
absence of such authorization, as such member may determine. 

(D) Voting on any question or in any election may be 
by voice vote or by show of hands unless the presiding officer orders, 
or any member demands, that voting be by written ballot. 

(5) Rules. To the extent applicable, Robert's Rules of Order 
govern the conduct of and procedure at all meetings of the members. 

(d) Directors. 

(1) Selection. At each annual meeting of members or as 
otherwise provided in subsection (c)(2) of this section, the members 
must elect five directors from member companies for the categories set 
forth in paragraph (2)(B) and (C) of this subsection. Four directors 
must be selected in the manner set forth in paragraph (2)(D) - (F) of 
this subsection. Directors take office on October 1 of each year and 
will hold office until the next election of directors or until a successor 
has been selected and qualified. 

(2) Membership. 

(A) The number of the directors of the association must 
be nine. 

(B) Three directors to be elected in accordance with 
paragraph (1) of this subsection must be elected by the members 
and be separate members of the association representing each of the 
following: 

(i) the American Property Casualty Insurers Associ-
ation; 

(ii) the National Association of Mutual Insurance 
Companies; and 

(iii) the Insurance Council of Texas. 

(C) Two directors must be elected by the members and 
must be: 

(i) a member insurer organized under the laws of and 
domiciled in Texas; and 

(ii) a member insurer that is either (or both): 

(I) not a member of those associations described 
in subparagraph (B) of this paragraph, or 

(II) an insurer that is not domiciled in Texas. 

(D) One director must be a physician who is appointed 
by the Texas Medical Association or its successor. 

(E) One director must be a representative of hospitals 
appointed by the Texas Hospital Association or its successor. 

(F) Two directors must be members of the public to be 
appointed by the Commissioner. 

(G) No director may fill more than one seat on the board 
of directors, and no member affiliated by ownership, management, or 
control may simultaneously occupy seats on the board of directors. No 
later than 60 days before the annual meeting, the board of directors 
must select a nominating committee of three member companies. The 
three directors who will represent the organizations set forth in sub-
paragraph (B) of this paragraph must be nominated by the nominating 
committee. The two directors described in subparagraph (C) of this 
paragraph must be nominated by any member of the association by 
submitting the nominee's name to the nominating committee. To be el-
igible for selection to the board of directors by the members, a member 
must be nominated at least 30 days before the annual meeting at which 
such directors are selected. 

(3) Term of office. Unless removed in accordance with this 
subchapter, each director will hold office until the next election of di-
rectors or until a successor has been selected and qualified. 

(4) Regular meetings. A regular meeting of the board of 
directors must be held with notice as provided for in this subsection, 
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immediately after and at the same place as the annual meeting of the 
members. The board of directors may provide, by resolution, the time 
and place for the holding of additional regular meetings with notice to 
the directors at least 10 days before each regular meeting as provided 
in this subsection. 

(5) Notice of regular or special meeting. Notice of any 
regular or special meeting must be given at least 10 days before the 
meeting. The association must provide notice by personal delivery, 
mail, electronic, or other means to each director. If mailed, notice will 
be deemed to be delivered when deposited in the United States mail, 
addressed with postage prepaid. If the notice is by other reasonable 
means, the association must maintain a written record of the method of 
notification. Any director may waive notice of any meeting. The at-
tendance of a director at a meeting is a waiver of notice of the meeting, 
except where a director attends a meeting for the express purpose of 
objection to the transaction of any business because the meeting is not 
lawfully called or convened. 

(6) Special meetings. Special meetings of the board of di-
rectors may be called by the chair of the board, or at the request of 
any two directors. The person or persons who call special meetings of 
the board of directors may fix any place that is accessible to the public 
as the place for holding any special meeting of the board of directors 
called by them. 

(7) Statement of purpose of meeting required. The busi-
ness to be transacted at, and the purpose of, any regular or special meet-
ing of the board of directors must be specified in the notice, or waiver 
of notice, of the meeting, and in the notice required by Government 
Code Chapter 551. 

(8) Quorum. A majority of directors is a quorum for the 
transaction of business at any meeting of the board of directors. Action 
taken by a majority of directors present at a meeting at which a quorum 
is present will be the act of the board of directors. If at any meeting of 
the board of directors there is less than a quorum present, a majority 
of those present may adjourn the meeting from time to time until a 
quorum is obtained, and no further notice need be given other than by 
announcement at the meeting that will be adjourned. 

(9) Presumption of assent. A director of the association 
who is present at the meeting of the board of directors at which action 
on any matter is taken is presumed to have assented to the action taken 
unless the director's dissent is entered in the minutes of the meeting, or 
unless a written dissent to the action is filed with the person acting as 
secretary of the meeting before the adjournment. The right to dissent 
is not available to a director who voted in favor of the action. 

(10) Compensation. By resolution of the board of direc-
tors, the directors and members of committees of the association may 
be paid their expenses, if any, of attendance at each meeting of the 
board of directors or each meeting of a committee of the association. 
No other payment may be made to directors other than that provided in 
this paragraph except that nothing in this subchapter may be construed 
as preventing any director from receiving compensation for serving the 
association in any other capacity. 

(11) General powers. The board of directors must manage 
the business and affairs of the association subject to the supervision 
and control, at all times, of the Commissioner and the department as 
set forth in this subchapter and in the Act. Included among the powers 
of the board of directors, but not in limitation thereof, are the following: 

(A) to purchase or otherwise acquire for the association 
any property, rights, or privileges that the association is authorized to 
acquire; 

(B) to remove any officer summarily for cause, or with-
out cause and, in their discretion, from time to time to dissolve the 
powers and duties of any officers and to confer the powers and duties 
upon any other person; 

(C) to appoint and remove or suspend such subordinate 
officers, agents, employees, or representatives as they may deem nec-
essary and to determine their duties, and fix, and from time to time 
change, their salaries or remuneration, and to require security as and 
when they think fit; 

(D) to confer upon any officer of the association the 
power to appoint, remove, and suspend subordinate officers or employ-
ees; 

(E) to determine who may be authorized on the associa-
tion's behalf to make and sign bills, notes, acceptances, endorsements, 
checks, releases, receipts, contracts, and other instruments; 

(F) to delegate any of the powers of the board of direc-
tors in relation to the ordinary business of the association to any stand-
ing or special committee, or to any officers or agent (with power to 
subdelegate) upon such terms as they think fit; 

(G) to contract, from time to time, with one or more 
members for single or multiyear terms, to act as servicing carriers to 
perform all policy functions of the association, including, without lim-
itation to, underwriting, issuance of policy, coding and premium ac-
counting, settlement of claims to conclusion, and reporting to the asso-
ciation, as may be directed by the association, subject to provisions of 
law and this subchapter, upon the terms and for the consideration ex-
pressed. Such contracts may not become effective until the contracts 
have been approved by the department; 

(H) to approve expenses and levy assessments, in-
cluding preliminary assessments for initial expenses necessary to 
commence operations, and assessments to defray losses and expenses; 

(I) to establish necessary facilities; 

(J) to enter into commission arrangements with agents 
regarding the sale of medical liability insurance through the associa-
tion; 

(K) to promulgate reasonable and objective underwrit-
ing standards; 

(L) to either or both accept and refuse the assumption 
of reinsurance from its members and cede and purchase reinsurance, 
provided, however, that the reinsurance is governed by rules promul-
gated by the Commissioner; and 

(M) to direct the collection, administration, investment, 
and valuation of the stabilization reserve funds consistent with the Act 
and this subchapter. 

(12) Committees. 

(A) The board of directors, by resolution or resolutions 
passed by a majority of the board of directors, may designate one or 
more committees, each committee to consist of two or more of the di-
rectors of the association that, to the extent provided in the resolution 
or resolutions, will have and may exercise the powers of the board of 
directors in the management of the business and affairs of the associ-
ation. The committee or committees will have the name or names as 
may be determined from time to time by appropriate resolution. All 
committees must keep regular minutes of their proceedings and report 
the minutes to the board of directors when required. 

(B) The chair may appoint the members of the commit-
tees as may be appropriate to carry out the business of the association. 
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(C) The delegation to a committee of authority consis-
tent with this section may not operate to relieve the board of directors, 
or any director, of any responsibility imposed upon the board of direc-
tors or director by law. 

(13) Removal. Any person serving as a director may be 
removed from a position as director either with or without cause at any 
special meeting of members if notice of intention to remove the director 
has been stated as one of the purposes of the meeting. This paragraph 
may not be construed to allow the removal of any member from the 
board of directors. 

(14) Vacancies. 

(A) A director position is considered vacant upon the 
resignation of the member serving as director. 

(B) Any vacancy occurring in the board of directors 
may be filled at the next meeting of the board of directors following the 
occurrence of such vacancy. Subject to the provisions of paragraph (2) 
of this subsection, such vacancy must be filled by the affirmative vote 
of a majority of the remaining directors though less than a quorum. 
A director elected to fill a vacancy must be elected for the unexpired 
term of its predecessor. 

(15) Executive committee. The board of directors, by reso-
lution or resolutions passed by a majority of the board of directors, may 
designate an executive committee to consist of a chair, a vice chair, a 
secretary, a treasurer, and the immediate past chair, provided the im-
mediate past chair is a director. The general manager must be an ex 
officio member of the executive committee. To the extent provided in 
the resolution or resolutions, the executive committee has and may ex-
ercise the powers of the board of directors in the management of the 
business and affairs of the association. The executive committee must 
keep regular minutes of its proceedings and report the minutes to the 
board of directors. The delegation authority consistent with this sec-
tion does not operate to relieve the board of directors, or any director, 
of any responsibility imposed by law upon the board of directors or any 
director. 

(e) Officers. 

(1) Number. The officers of the association are the chair 
of the board of directors, the vice chair of the board of directors, the 
secretary, the treasurer, and other officers as the Commissioner may 
desire, all of whom are elected by the board of directors. No two offices 
may be held by the same person except for the offices of secretary and 
treasurer. 

(2) Election and term of office. The officers of the associ-
ation are elected annually by the board of directors at the first meeting 
of the board of directors held after each annual meeting of the mem-
bers or as soon as practical following the annual meeting. Each officer 
must hold office until a successor has been duly elected and qualified 
or until the officer's resignation, death, or removal. 

(3) Removal and vacancies. Any officer or agent elected 
or appointed by the board of directors may be removed by the board of 
directors whenever, in its judgment, the best interests of the association 
would be served or otherwise in accordance with this subchapter, but 
such removal is without prejudice to the contract rights, if any, of the 
person so removed. A vacancy in any office because of death, resigna-
tion, removal, disqualification, or otherwise may be filled by the board 
of directors for the unexpired portion of the term. 

(4) Chair of the board. The chair of the board must preside 
at all meetings of the members and at all meetings of the directors, 
appoint and discharge employees and agents of the association subject 
to the approval of the directors, fix the compensation of employees 

and agents, make and sign contracts and agreements in the name of 
the association, and appoint committees. The chair of the board must 
ensure that the books, reports, statements, and certificates are properly 
kept, made, and filed, if necessary, and the chair of the board must 
generally do and perform all acts incident to the office of chair of the 
board or that may be authorized or required by law, by this subchapter, 
or by the board of directors, not inconsistent with this subchapter. 

(5) Vice chair of the board. The vice chair, elected by the 
board of directors, has powers and must perform duties as assigned to 
the vice chair, not inconsistent with this subchapter. 

(6) Secretary. The secretary must: 

(A) keep the minutes of the members and of the board 
of directors' meetings in one or more books provided for that purpose; 

(B) provide all notices as required by the provisions of 
this subchapter. In case of the secretary's absence or refusal or neglect 
to give the required notice, notice may be given at the direction of the 
chair of the board of directors, or of the members upon whose request 
the meeting is called; 

(C) be custodian of the association's records; 

(D) keep a register of the post office address of each 
member; 

(E) annually determine each member's participation in 
the association in the manner required by the Act and this subchapter 
and keep a register of each member's percentage of participation; and 

(F) in general, perform all duties incident to the office of 
secretary and such other duties as from time to time may be delegated 
to the secretary by the chair of the board or by the board of directors. 

(7) Treasurer. The treasurer must have custody of all funds, 
securities, evidences of indebtedness, and other valuable documents of 
the association, including those attributable to the stabilization reserve 
funds. The treasurer must receive and give, or cause to be given, re-
ceipts and acquittances for money paid in on account of the association, 
and pay out of the funds on hand all just debts of the association, of 
whatever nature, upon maturity of the debts. The treasurer must enter, 
or cause to be entered, in books of the association to be kept for that 
purpose, full and accurate accounts of all money received and paid out 
on account of the association, and whenever required by the board of 
directors, the treasurer must keep, or cause to be kept, other books as 
would show a true record of the reserves, expenses, losses, gains, as-
sets, and liabilities of the association. 

(f) Fiscal year. The fiscal year of the association is the calendar 
year. 

(g) Waiver of notice. Whenever any notice is required to be 
given to any members or director of the association under the provi-
sions of this subchapter, a waiver in writing signed by the person or 
persons entitled to notice is deemed equivalent to the giving of such 
notice. 

(h) Protection of directors and officers. 

(1) Any person or insurer made or threatened to be made 
a party to any civil, criminal, administrative, or investigative action, 
suit, or proceeding (other than an action by or in the right of the associ-
ation) because such person or insurer is or was a member or is serving 
or served on a committee or is or was an officer or employee of the 
association or is or was serving any other entity or organization at the 
request of the association is entitled to be indemnified by the associ-
ation against all judgments, fines, amounts paid in settlement, reason-
able costs and expenses (including attorneys' fees), and other liabilities 
actually and reasonably incurred (other than for amounts paid to the as-
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sociation itself) as a result of such threatened or actual action, suit, or 
proceeding except in relation to matters as to which that person or in-
surer is finally adjudged in such action, suit, or proceeding to be liable 
by reason of willful misconduct in the performance of that person's or 
insurer's duties or obligations to the association or other entity as pre-
viously provided and, with respect to any criminal actions or proceed-
ings, except when such person or insurer believed or had reasonable 
cause to believe that their conduct was unlawful. 

(2) Indemnification must be provided whether or not such 
person or insurer is a member or is holding office or is employed or 
serving at the time of such action, suit, or proceeding, and whether or 
not any such liability was incurred prior to the adoption of this sub-
chapter. 

(3) Indemnification is not exclusive of other rights such 
person or insurer may have, and passes to the successors, heirs, ex-
ecutors, or administrators of such person or insurer. 

(4) The termination of any such action, suit, or proceeding 
by judgment, order, settlement, conviction, or upon a plea of nolo con-
tendere or its equivalent will not in itself create a presumption that such 
person or insurer was liable by reason of willful misconduct or that they 
had reasonable cause to believe that their conduct was unlawful. 

(5) In each instance that a question of indemnification 
arises, entitlements thereto, pursuant to the condition set forth in this 
subsection, must be determined by the board of directors by a majority 
vote of a quorum consisting of directors that were not parties to such 
action, suit, or proceeding or by the board of directors, whether inter-
ested or disinterested, if based upon a written opinion of legal counsel 
that the action, suit, or proceeding could qualify for indemnification 
because of reasonable doubt that the directors were liable by reason of 
willful misconduct in the performance of duties or obligations to the 
association or other entity as provided in this subsection, or that there 
was reasonable doubt that the directors believed or had reasonable 
cause to believe that the conduct was unlawful, and the board of 
directors must also determine the time and manner of payment of 
such indemnification; provided, however, if any such action, suit, or 
proceeding is terminated by compromise settlement, indemnification 
in respect of such disposition must be made only if such settlement 
had the prior approval of the board of directors, and provided further 
that a person or insurer who or that has been wholly successful, on the 
merit or otherwise, in the defense of a civil or criminal action, suit, or 
proceeding of the character described in this subsection will be entitled 
in every instance to indemnification as authorized in this subchapter. 

(6) Expense incurred in defending a civil or criminal ac-
tion, suit, or proceeding may be paid by the association in advance of 
the final disposition of the action, suit, or proceeding, as authorized by 
the board of directors in the specific case, upon receipt of an undertak-
ing by or on behalf of the person or insurer to repay the amount, unless 
it is determined that the person or insurer is not entitled to be indemni-
fied by the association. 

(7) Nothing in this subsection is deemed to preclude a per-
son or insurer who or that the board of directors has determined not to 
be entitled to indemnification from asserting the right to such indemni-
fication by legal proceedings. 

(8) Indemnification as provided in this subsection is appor-
tioned among all members, including any named in any such action, 
suit, or proceeding, in the same manner as other operating expenses of 
the association. 

(i) Annual report. The treasurer must file with the department 
annually, on or before the first day of March, a statement that con-
tains information on the association's transactions, condition, opera-

tions, and affairs during the preceding calendar year. Such statement 
must be in the form and contain the matters and information prescribed 
by the department. The department may, at any time, require the asso-
ciation to furnish additional information with respect to its transactions, 
condition, or any matter considered to be material and of assistance in 
evaluating the scope, operation, and experience of the association. 

(j) Examinations. The department must examine the affairs of 
the association in accordance with Insurance Code Chapter 401. 

§5.2003. Members' and Policyholders' Participation in the Texas 
Medical Liability Insurance Underwriting Association. 

(a) Powers of the association. The association is created by 
the Act and will be governed by the provisions of the Act and this 
subchapter. 

(b) Collection and investment of funds. 

(1) Collection. The treasurer is responsible for the col-
lection of all the premiums received by the association, all assess-
ments levied against the members, all assessments and charges levied 
against policyholders (including contributions to the stabilization re-
serve funds), and all proceeds from the investment of funds. 

(2) Investment. 

(A) All funds collected by the association must be re-
tained in appropriate accounts in any bank or banks doing business in 
Texas and may be invested only in the following: 

(i) interest-bearing time deposits or certificates of 
deposit in any bank or banks doing business in Texas that are members 
of the Federal Deposit Insurance Corporation; 

(ii) treasury bills, notes, or bonds of the government 
of the United States of America; or 

(iii) other investments as may be proposed by the 
board of directors and approved by the Commissioner. 

(B) The board of directors must determine what portion 
of such funds should be retained in a checking account or accounts and 
what portion of such funds should be invested in the investments set 
forth in subparagraph (A) of this paragraph, as well as which specific 
investments, if any, should be made. 

(c) Stabilization reserve funds. Insurance Code §2203.301 
creates a policyholder's stabilization reserve fund for physicians 
and certain health care providers (§2203.301 fund), and Insurance 
Code §2203.303 creates a stabilization reserve fund for for-profit and 
not-for-profit nursing homes and assisted living facilities (§2203.303 
fund) and further provides that these funds must be administered as 
provided in Insurance Code Chapter 2203 and this subchapter and that 
the advisory directors must be chosen as provided in this subchapter. 

(1) General provisions. 

(A) In accordance with Insurance Code §2203.101 and 
§2203.103, the Commissioner will establish by order the categories of 
physicians and other health care providers, including health care prac-
titioners, and health care facilities, who are eligible to obtain coverage 
from the association. The order may indicate the stabilization reserve 
fund appropriate to the new category and may be revised from time to 
time to include or exclude from eligibility some categories of health 
care providers and physicians. 

(B) The following provisions also govern the stabiliza-
tion reserve funds under Insurance Code §2203.301 and §2203.303: 

(i) Within 15 days after the effective date of any 
Commissioner order establishing eligibility, the board of directors 
must extend invitations to the appropriate Texas organizations repre-
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senting eligible §2203.301 fund health care providers and physicians 
and §2203.303 fund for-profit and not-for-profit nursing homes and 
assisted living facilities to each designate an advisory director to rep-
resent each eligible category of §2203.301 fund health care provider 
and physician and §2203.303 fund for-profit and not-for-profit nursing 
home and assisted living facility, and advise the association of its 
choice of director. 

(ii) Each designated advisory director has a vote on 
any matter coming before any meeting of the entire body of advisory 
directors for the §2203.301 fund or §2203.303 fund to which the ad-
visory director has been designated. That vote will be weighted in the 
proportion that the net written premium collected during the most re-
cent calendar year from policies issued to each category of §2203.301 
fund health care provider and physician or §2203.303 fund for-profit or 
not-for-profit nursing home and assisted living facility bears to the total 
net written premiums collected from all categories of §2203.301 fund 
health care providers and physicians or to all categories of §2203.303 
fund for-profit and not-for-profit nursing homes and assisted living fa-
cilities as applicable during the same calendar year. The proportion of 
weighting of the advisory directors' votes for the §2203.301 fund and 
the §2203.303 fund respectively must be determined annually by the 
association, not later than August 31. 

(iii) The designated advisory directors for the 
§2203.301 fund and the §2203.303 fund respectively must meet not 
later than September 15 of each year, at a place in Texas stipulated by 
the board of directors to consider the amount of funds available and 
the status of the respective §2203.301 fund or §2203.303 fund. The 
designated advisory directors for the respective §2203.301 fund and 
§2203.303 fund must inform the board of directors of the percentage 
to be charged to all policyholders of all policies issued or renewed by 
the association for the respective §2203.301 fund or §2203.303 fund 
during the next calendar year. This percentage must be communicated 
to the board of directors no later than September 20, annually. 

(iv) If any organization described in clause (i) of this 
subparagraph fails to designate an advisory director, the directors des-
ignated by the remaining organizations constitute the entire body of ad-
visory directors for the respective §2203.301 fund or §2203.303 fund, 
and their establishment of the respective §2203.301 fund or §2203.303 
fund charge must be accepted as valid by the association and imposed 
pursuant to the operational procedures of the association, upon ap-
proval of the department. 

(v) In the event that the advisory directors fail to es-
tablish a specific percentage charge for the respective §2203.301 fund 
or §2203.303 fund to be collected for the coming calendar year before 
the applicable deadline, the board of directors must immediately submit 
for approval by the Commissioner a charge to be collected from the re-
spective §2203.301 fund or §2203.303 fund policyholders of each new 
and renewal policy during the upcoming calendar year in accordance 
with the provisions of the Insurance Code. 

(vi) The advisory directors serve without salary or 
other fee, and they may not be reimbursed for any expenses. The advi-
sory directors, in the performance of their duties, will be afforded the 
protection of §5.2002(h) of this title (relating to Operation of the Texas 
Medical Liability Insurance Underwriting Association). 

(C) The respective §2203.301 fund or §2203.303 fund 
charge must be collected annually from each policyholder of the appli-
cable §2203.301 or §2203.303 fund, as may be appropriate, and must 
be stated as a percentage of the annual premium due for all coverages 
on all policies issued or renewed on or after the effective date of the 
charge. The percentage charge will remain in effect until changed in 
accordance with subparagraph (B) of this paragraph. 

(D) The respective §2203.301 fund or §2203.303 fund 
charge must be separately stated in the policy, but may not constitute 
a part of premium or be subject to premium taxation, servicing fees, 
acquisition costs, commissions, or any other such charges. Further, the 
respective fund charge will not be considered premiums for the purpose 
of any assessments levied under subsection (d) of this section. 

(E) The respective §2203.301 fund or §2203.303 fund 
charges must be collected and administered by the association and must 
be treated as a liability of the association along with and in the same 
manner as premium and loss reserves. The §2203.301 fund and the 
§2203.303 fund must be valued annually by the board of directors 
within 90 days of the last day of the preceding calendar year. 

(F) Collections of the respective §2203.301 fund or 
§2203.303 fund charge must continue throughout each calendar year 
for which they are established, provided that no charge will be made 
during the next succeeding calendar year if the net balance in the 
respective fund after recoupment of any prior year's deficit equals or 
exceeds the association's estimate of the projected sum of premiums 
to be written in the calendar year following the valuation date of the 
respective fund. 

(2) §2203.301 fund or §2203.303 fund charge. The re-
spective proportionate §2203.301 fund or §2203.303 fund charge must 
be based on the total annual written premium for all coverages pro-
vided by the association to the applicable §2203.301 fund or §2203.303 
fund policyholders. The respective §2203.301 fund or §2203.303 fund 
charges are not be refundable if the policy is cancelled after the 90th day 
of coverage. If cancelled within the 90th day of coverage, the earned 
charge will be based on the same earned percentage charged for the in-
surance premium. 

(3) Disbursements from the respective §2203.301 fund or 
§2203.303 fund. Disbursements from the respective §2203.301 fund or 
§2203.303 fund may not be made for any purpose other than to recoup 
a deficit from operations as defined in subsection (d) of this section. 
Upon suspension of the association by the Commissioner, any funds 
remaining in the §2203.301 fund must be added to the special fund 
created by the Commissioner, acting as receiver, or a special deputy re-
ceiver acting on behalf of the receiver. Any investment income earned 
on the funds of the §2203.301 fund must be added to that fund. Upon 
termination of the §2203.303 fund, all assets of the fund must be trans-
ferred as provided in the Act. 

(d) Participation by members and policyholders of the associ-
ation. 

(1) Deficit and remedy of a deficit. 

(A) The association must have sustained a deficit from 
operations whenever the aggregate of the incurred losses (reported and 
unreported), plus all loss adjustment expenses incurred, plus commis-
sions and plus other administrative expenses (including servicing car-
rier fees) incurred by the association in a given calendar year, exceed 
the aggregate of the net premiums earned and other net income (includ-
ing investment income earned) realized by the association in the same 
calendar year. 

(B) Any deficits sustained by the association in any one 
calendar year with respect to any category of physicians or health care 
providers subject to Insurance Code §2203.101 or for-profit or not-for-
profit nursing homes or assisted living facilities subject to Insurance 
Code §2203.102 must be recouped, pursuant to this subchapter and the 
rating plan in effect, by one or more of the following procedures in this 
sequence: 

(i) first, a contribution from the §2203.301 fund or 
§2203.303 fund, as appropriate, until the respective fund is exhausted; 
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(ii) second, an assessment upon the policyholders 
pursuant to paragraph (3) of this subsection and Insurance Code 
§2203.252; 

(iii) third, an assessment upon the members of the 
association pursuant to paragraph (4) of this subsection and Insurance 
Code §2203.053. 

(2) Surplus and disposition of a surplus. 

(A) The association must have sustained a surplus from 
operations whenever the aggregate of the incurred losses (reported and 
unreported), plus all loss adjustment expenses incurred, plus commis-
sions and plus other administrative expenses (including servicing car-
rier fees) incurred by the association in a given calendar year, do not 
exceed the aggregate of the net premiums earned and other net income 
(including investment income earned) realized by the association in the 
same calendar year. 

(B) Upon approval by the board of directors, surplus 
from operations must be ratably distributed as reimbursements to mem-
bers who have been assessed pursuant to paragraph (4) of this subsec-
tion and have paid such assessments, but have not been previously re-
imbursed and have not been allowed the premium tax credit (offset) 
pursuant to subsection (e) of this section. 

(C) Upon approval of the Commissioner, the associa-
tion must reimburse the state to the extent that the members have re-
couped their assessments using premium tax credits pursuant to sub-
section (e) of this section, with interest at a rate to be approved by the 
Commissioner. 

(D) Any balance remaining in the funds of the associa-
tion at the close of its fiscal year, meaning its then excess of revenue 
over expenditures after approved reimbursement of members' contri-
butions, must be added to the reserves of the association. 

(3) Participation by policyholders of the association. 

(A) Assessment of policyholders; contingent liability. 
Each policyholder within either the §2203.301 fund or §2203.303 fund 
must have contingent liability for a proportionate share of any assess-
ment of policyholders in the applicable §2203.301 fund or §2203.303 
fund made by the association pursuant to Insurance Code §2203.252 
and the provisions of the plan of operation set forth in this subchapter. 

(B) Procedure for assessment of policyholders. Assess-
ment of policyholders shall be made in accordance with the following: 

(i) Notice of assessment must be sent by certified 
mail, return receipt requested, to each policyholder being assessed 
within 30 days of the board of directors meeting at which such 
assessment was levied. Notice must be forwarded to the address of 
each policyholder as it appears on the books of the association. The 
notice must state the policyholder's allocated amount of assessment 
and must inform each policyholder of the sanctions imposed by clause 
(ii) of this subparagraph for the failure to pay such assessment within 
the time prescribed by this section. 

(ii) Each policyholder must remit to the association 
payment in full of an assessment within 30 days of receipt of notice of 
assessment. However, a policyholder that is not delinquent on any prior 
assessments, stabilization reserve fund charge, or premium may remit 
payment of an assessment levied for a deficit incurred in a calendar 
year in two installments with at least one-half of the assessment paid 
within 30 days after receipt of notice of assessment and the remain-
ing balance paid within 30 days thereafter. If the association has not 
received payment of the policyholder's assessment or any installment 
payment within 10 days after the payment is due, then the association 
must promptly cancel any policy of insurance that the policyholder at 

that time has in force with the association, and the association may off-
set any unearned premium otherwise refundable on such policy against 
the amount of that policyholder's unpaid assessment. Such cancella-
tion of current insurance coverage will in no way affect the right of the 
association to proceed against the policyholder in any court of law or 
equity in the United States for any remedy provided by law or contract 
to the association, including, but not limited to, the right to collect the 
policyholder's assessment. 

(4) Participation by members of the association. 

(A) Assessment of members. Insurance Code Chapter 
2203 provides that in the event that sufficient funds are not available for 
the sound financial operation of the association, in addition to assess-
ments paid pursuant to the plan of operation set forth in this subchap-
ter and contributions from the stabilization reserve funds, all members 
must, on a basis authorized by the Commissioner, as long as the Com-
missioner deems it necessary contribute to the financial requirements of 
the association in the manner provided for in this section and Insurance 
Code §2203.254. Any assessment or contribution must be reimbursed 
to the members as provided in Insurance Code §2203.255. 

(B) Procedure for assessment of members. 

(i) All insurers that are members of the association 
must participate in its writings, expenses, and losses in the proportion 
that the net direct premiums of each member, excluding that portion 
of premiums attributable to the operation of the association, written 
in this state during the preceding calendar year bears to the aggregate 
net direct premiums written in this state by all members of the asso-
ciation during the same calendar year. Each insurer's participation in 
the association must be determined annually on the basis of net direct 
premiums written during the preceding calendar year as reported in the 
annual statements and other reports filed by that insurer that may be 
required by the department. No member may be obligated in any one 
year to reimburse the association on account of its proportionate share 
in the unrecouped deficit from operations of the association in that year 
in excess of 1.0% of its surplus to policyholders. The aggregate amount 
not reimbursed must be reallocated among the remaining members in 
accordance with the method of determining participation prescribed in 
this subsection, after excluding from the computation the total net di-
rect premiums of all members not sharing in such excess deficit. In 
the event that the deficit from operations allocated to all members of 
the association in any calendar year exceeds 1.0% of their respective 
surplus to policyholders, the amount of the deficit must be allocated to 
each member in accordance with the method of determining participa-
tion prescribed in this subsection. 

(ii) Notice of assessment must be sent by certified 
mail, return receipt requested, to each member within 30 days of the 
board of directors' meeting at which the assessment was levied. Notice 
shall be forwarded to the office address of the member as it appears 
on the books of the association. The notice must state the member's 
allocated amount of assessment and must inform each member of the 
sanctions imposed by clause (iii) of this subparagraph for the failure to 
pay the assessment within the time prescribed by this section. 

(iii) Each member must remit to the association pay-
ment in full of its assessed amount within 30 days of receipt of notice 
of assessment. If the association has not received payment in full of a 
member's allocated amount of assessment within 40 days of notice of 
the receipt by the member of the notice of assessment, then the asso-
ciation must report to the Commissioner the fact that the assessment 
has not been paid. The Commissioner may take such actions as are 
permitted under the Insurance Code, including, but not limited to, ac-
tions authorized by Insurance Code Chapter 82, to consider revocation 
of the certificate of authority of the delinquent member. Any action by 
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the Commissioner will in no way affect the right of the association to 
proceed against the member in any court of law or equity in the United 
States for any remedy provided by law or contract to the association, in-
cluding, but not limited to, the right to collect the member's assessment. 
A member, by mailing payment of its allocated amount of assessment 
as provided by this section, does not waive any right it may have to 
contest the computation of its allocated amount of assessment. A con-
test does not, however, toll the time in which the assessment must be 
paid, or the report is made to the Commissioner. 

(5) Basis of computation of deficit, surplus, and assess-
ments. The computation of the deficit or surplus in operations of the 
association and the computation of assessment of members and pol-
icyholders must be computed on a calendar-year basis in accordance 
with the reporting requirements of the annual statement filed with the 
department. 

(e) Premium tax credit (offset) for member assessments. To 
the extent that a member has been assessed and has paid one or more 
assessments as contemplated by this subchapter and has not received 
reimbursement from the association for the assessments, that member, 
as provided for in Insurance Code §2203.251, must be allowed a credit 
against its premium taxes under Insurance Code Chapter 221, for all 
lines of insurance that the member is writing in Texas that are subject 
to a premium tax under Insurance Code Chapter 221. The tax credit, 
in the aggregate amount of the assessments, plus interest at a rate to be 
approved by the Commissioner, must be allowed at a rate of 20% per 
year for five successive years following the year in which the deficit 
was sustained and, at the option of the member, may be taken over an 
additional number of years. For purposes of this premium tax offset, 
expense fees paid pursuant to §5.2002(b)(1) and (2) of this title (relating 
to Operation of the Texas Medical Liability Insurance Underwriting 
Association) are deemed to be assessments. 

(f) Auditing of members. The association may audit the poli-
cies, records, book of accounts, documents, and related material of any 
member that are necessary to carry out its functions. Such material 
must be provided by the members in the form and with the frequency 
reasonably required by rules adopted by the Commissioner. 

§5.2004. Medical Liability Insurance and General Liability Insur-
ance. 

(a) The policy. 

(1) Approval. The procedures regarding rates, rating plans, 
rating rules, rating classifications, territories, and policy forms appli-
cable to insurance written by the association and related statistics must 
comply with Insurance Code Chapter 2203, Subchapter E. 

(2) Duration of policies. 

(A) All policies issued by the association must be writ-
ten for a term of one year or less, as determined by the association, to 
begin at 12:01 a.m. on their respective effective dates. 

(B) The association may not issue a policy with an ef-
fective date after a date set under Insurance Code Article 21.49-3, §11 
for a plan of suspension to become effective and operative. 

(C) All policies must be written on forms approved by 
the department, and must contain a provision that requires, as a condi-
tion precedent to settlement or compromise of any claim, the consent 
or acquiescence of the insured. If, however, the insured refuses to con-
sent to any settlement recommended in writing by the association and 
elects to contest or continue any legal proceedings, the liability of the 
association must not exceed the amount for which the claim could have 
been settled plus the cost and expenses incurred up to the date of the 
refusal. 

(3) Installment payment plan. The association may offer 
an installment plan for coverage obtained through the association or for 
payment of the stabilization reserve fund charge. The association may 
require the policyholder to pay the stabilization reserve fund charge as 
an annual lump sum. 

(4) Limits of liability. 

(A) No individual or organization may be insured by a 
policy issued, or caused to be issued, by the association for an amount 
exceeding a total of $1 million per occurrence (for all coverages com-
bined) and $3 million aggregate per annum (for all coverages com-
bined). As used in this paragraph, the terms "individual" and "organ-
ization" mean each physician, health care provider, health care practi-
tioner, and health care facility holding a separate license or accredita-
tion from the appropriate licensing or accrediting agency as applicable. 

(B) If provided, general liability limits must be the same 
as medical liability limits subject to the maximum policy limits speci-
fied in subparagraph (A) of this paragraph. 

(5) Special provisions. 

(A) The association may issue policies with de-
ductibles. 

(B) The association may issue policies subject to retro-
spective rating plans. 

(C) Policies of excess medical liability insurance and 
excess general liability insurance written by the association must: 

(i) be on a following form basis to the underlying 
medical liability insurance or underlying general liability insurance 
coverage over which it is written; 

(ii) be issued subject to review of the underlying 
coverage if review is deemed necessary by the association or its 
representatives; 

(iii) not be issued in those cases where the net reten-
tion at risk by the primary carrier is less than $100,000 per occurrence 
or less than $300,000 aggregate per annum after applying any applica-
ble deductible; 

(iv) be issued only when the underlying insurance 
coverage is underwritten by a member of the association and the un-
derlying insurance coverage does not have a deductible in excess of 
$25,000; 

(v) terminate automatically if the underlying pri-
mary medical liability insurance policy or underlying primary general 
liability insurance is not maintained for any reason, except exhaustion 
by payment of a loss or losses. If the aggregate underlying primary 
medical liability insurance or general liability insurance is exhausted 
by the payment of a loss or losses occurring during the policy period, 
the insurance provided by the excess policy must apply in the same 
manner as if the underlying primary insurance was in full force and 
effect; 

(vi) not be accepted for a hospital or other institu-
tional health care provider or health care facility if the applicant does 
not provide evidence that all physicians, surgeons, podiatrists, dentists, 
pharmacists, chiropractors, or other health care providers or health care 
practitioners with staff privileges are insured for their individual med-
ical liability with limits of liability of at least $100,000 per occurrence 
and $300,000 aggregate per annum; and 

(vii) not be accepted for physicians, surgeons, 
podiatrists, dentists, pharmacists, chiropractors, or other health care 
providers or health care practitioners who employ or contract with 
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other physicians, surgeons, podiatrists, dentists, pharmacists, chiro-
practors, or other health care providers or health care practitioners if 
the applicant does not provide evidence that all employed physicians, 
surgeons, podiatrists, dentists, pharmacists, chiropractors, or other 
health care providers or health care practitioners who are eligible to 
obtain coverage from the association are insured for their individual 
medical liability with limits of liability of at least $100,000 per 
occurrence and $300,000 aggregate per annum. 

(D) No hospital or other institutional health care 
provider, health care facility or physicians, surgeons, podiatrists, 
dentists, pharmacists, chiropractors, or other health care providers or 
health care practitioners that have employed or contracted physicians, 
surgeons, podiatrists, dentists, pharmacists, chiropractors, or other 
health care providers or health care practitioners can be accepted 
for coverage in the association without evidence that all physicians, 
surgeons, podiatrists, dentists, pharmacists, chiropractors, or other 
health care providers, or health care practitioners with staff privileges 
or employed or contracted by the applicant are insured for their indi-
vidual medical liability with limits of at least $100,000 per occurrence 
and $300,000 aggregate per annum. 

(E) For purposes of this section, the term "health care 
providers or health care practitioners" does not include personnel at or 
below the level of employed registered nurse. Insurance required for 
physicians, surgeons, podiatrists, dentists, pharmacists, chiropractors, 
health care practitioners, or other health care providers with hospital 
staff privileges or employed or contracted by the applicant must be 
limited to any one of the following entities: 

(i) an insurance company authorized and licensed to 
write and writing health care liability or medical liability insurance in 
Texas under Insurance Code Chapter 801; 

(ii) an insurance company eligible to write and writ-
ing health care liability or medical liability insurance in Texas as a sur-
plus lines carrier under Insurance Code Chapter 981; 

(iii) the Texas Medical Liability Insurance Under-
writing Association, established under Insurance Code Chapter 2203; 

(iv) a self-insurance trust created to provide health 
care liability or medical liability insurance, established under Insurance 
Code Chapter 2212; 

(v) a risk retention group or purchasing group writ-
ing health care liability or medical liability insurance in Texas, regis-
tered under Insurance Code Chapter 2201; 

(vi) a plan of self-insurance of an institution of 
higher education that provides health care liability or medical liability 
coverage, established under Education Code Chapter 59; or 

(vii) a plan of self-insurance that meets each of the 
following criteria: 

(I) the plan's liabilities must be fully funded, and 
the plan must be solvent. The plan must have a minimum net worth 
equal to the lesser of $1 million or that amount of net worth that results 
in a capitalization ratio of 5%. As used in this subclause, "net worth" 
is calculated by determining the excess, if any, of the plan's total assets 
over the plan's total liabilities. As used in this subclause, "capitaliza-
tion ratio" means the ratio of the plan's net worth (as the numerator) to 
the plan's total assets (as the denominator). Notwithstanding the pre-
ceding, the net worth requirements in this subclause do not apply to a 
plan that lawfully has taxing authority over a segment of the Texas pub-
lic, provided that the taxing authority may be used to meet the plan's 
liabilities and other obligations; 

(II) the plan must annually obtain from a quali-
fied actuary who is a member in good standing of the American Acad-
emy of Actuaries an actuarial analysis that reflects that its operations 
are viable. Notwithstanding the preceding, an actuarial opinion filed 
with the department under Insurance Code §802.002 may be accepted 
for purposes of this subsection; 

(III) financial statements of the plan must annu-
ally be audited by an independent certified public accountant who is a 
member in good standing of the American Institute of Certified Public 
Accountants (AICPA). The audits must use generally accepted auditing 
standards and must result in a report that attests to whether the finan-
cial statements comply with generally accepted accounting principles 
adopted by the AICPA. Notwithstanding the preceding, an audit report 
filed with the department under Insurance Code Chapter 401 may be 
accepted for purposes of this subsection; and 

(IV) the plan must have competent and trustwor-
thy management who are generally knowledgeable of insurance mat-
ters. A plan is not eligible if a plan officer or member of the plan's 
board of directors or similar governing body has been convicted of a 
felony involving moral turpitude or breach of fiduciary duty. 

(6) Rates, rating plans, and rating rules applicable. The 
rates, rating plans, rating rules, rating classifications, and territories 
applicable must be those established under Insurance Code Chapter 
2203, Subchapter E. 

(b) Application, underwriting standards, and acceptance or re-
jection. 

(1) Eligibility and forms. 

(A) Any physician and any health care provider as de-
fined in Insurance Code §2203.002 and any health care practitioner and 
health care facility as defined in Insurance Code §2203.103 that falls 
within any of the categories of physicians, health care providers, health 
care practitioners, or health care facilities established by order of the 
Commissioner from time to time as being eligible to obtain coverage 
from the association is entitled to apply to the association for a med-
ical liability insurance policy. However, if the applicant is a partner-
ship, professional association, or corporation (other than a nonprofit 
corporation certified under Occupations Code Chapter 162) composed 
of eligible health care providers or health care practitioners (such as 
physicians, dentists, or podiatrists), all of the partners, professional as-
sociation members, or shareholders must also be individually insured 
in the association. 

(i) Any category of physician or health care 
provider, which by order of the Commissioner has been excluded from 
eligibility to obtain coverage from the association, may be eligible 
for coverage in the association if, after at least 10 days' notice and an 
opportunity for a hearing, the Commissioner determines that medical 
liability insurance is not available for the category of physician or 
health care provider. In addition, a for-profit or not-for-profit nursing 
home or assisted living facility not otherwise eligible for coverage 
from the association is eligible for coverage if the nursing home or 
assisted living facility demonstrates, in accordance with the require-
ments of the association, that the nursing home or assisted living 
facility made a verifiable effort to obtain coverage from authorized 
insurers and eligible surplus lines insurers and was unable to obtain 
substantially equivalent coverage and rates. 

(ii) All applications for medical liability and general 
liability insurance must be made on forms prescribed by the board of 
directors of the association and approved by the department. The ap-
plication forms must contain a statement as to whether or not there 
are any unpaid premiums, assessments, or stabilization reserve fund 
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charges due from the applicant for prior insurance. Application may 
be made on behalf of the applicant by an agent authorized under In-
surance Code Chapter 4051. The agent need not be appointed by a 
servicing company. 

(B) The association may issue a general liability insur-
ance policy to an applicant specified in subparagraph (A) of this para-
graph only if the association issues to that applicant a medical liability 
insurance policy. 

(2) Licensed agent. If a liability insurance policy is written 
through a licensed agent, then: 

(A) the commission paid to the licensed agent must be 
10% of the first $1,000 of the policy premium, 5% of the next $9,000 
of the policy premium, and 2% of the policy premium in excess of 
$10,000 for policies written by the association on the form approved 
for physicians and noninstitutional health care providers; 

(B) the commission paid to the licensed agent must be 
12.5% of the first $2,000 of the policy premium, 7.5% of the next 
$3,000 of the policy premium, 5% of the next $15,000 of the policy 
premium, and 2% of the policy premium in excess of $20,000 for poli-
cies written by the association on the form approved for hospitals and 
other institutional health care providers; 

(C) the commission paid to the licensed agent must be 
10% of the policy premium for an excess liability insurance policy writ-
ten by the association for a physician or any other health care provider 
as defined in Insurance Code §2203.002. The commission, however, 
may not exceed $250 for a policy written on the form approved for 
physicians and other noninstitutional health care providers, and may 
not exceed $500 for a policy written on the form approved for hospi-
tals and other institutional health care providers; and 

(D) no commission may be payable for any assessment 
payable by the policyholder by reason of a deficit incurred by the asso-
ciation, including charges for the stabilization reserve funds. On can-
cellation, the agent must refund any unearned portion of the commis-
sion to the association. 

(3) Submission. Application for medical liability or gen-
eral liability insurance on the prescribed form must be accompanied 
by tender of the amount of the deposit premium and the charge for the 
stabilization reserve fund required to bind the policy. 

(4) Underwriting standards. 

(A) On initial application and every reapplication to the 
association, the following underwriting standards must apply for poli-
cies of medical liability insurance written by the association: 

(i) all applicants to the association must be currently 
licensed, chartered, certified, or accredited to practice or provide their 
respective health care services in Texas; 

(ii) all health care provider, practitioner and facility 
and physician applicants to the association must provide evidence of 
inability to obtain medical liability coverage. The evidence must be 
two written rejections by carriers licensed and engaged in writing the 
coverage applied for in Texas or by a self-insurance trust created under 
Insurance Code Chapter 2212; 

(iii) all for-profit and not-for-profit nursing home 
and assisted living facility applicants to the association must provide 
evidence of inability to obtain coverage from authorized insurers and 
eligible surplus lines insurers for substantially equivalent coverage 
and rates. The evidence must be two written rejections by insurers 
licensed and engaged in writing the coverage applied for in Texas or 

by eligible surplus lines insurers. For purposes of this subsection, a 
rejection has occurred if the applicant: 

(I) made a verifiable effort to obtain insurance 
coverage from authorized insurers and eligible surplus lines insurers; 
and 

(II) was unable to obtain substantially equivalent 
insurance coverage and rates. 

(iv) any material misrepresentation in the applica-
tion for coverage must be cause to decline coverage on discovery by 
the association or its authorized representative; 

(v) each application must be accompanied by autho-
rization for and consent to investigations of material information bear-
ing on the moral character, professional reputation, and fitness to en-
gage in the activities embraced by the applicant's license with respect 
to applicants who are to be provided coverage on the form approved 
for physicians and noninstitutional health care providers, or the repu-
tation, method of operation, accident prevention programs, and fitness 
to engage in the activities embraced by the applicant's license, charter, 
certificate, or accreditation for applicants who are to be provided cov-
erage on the form approved for hospitals and other institutional health 
care providers, including authorization to every person or entity, pub-
lic or private, to release to the association any documents, records, or 
other information bearing on this information; 

(vi) no coverage may be afforded either by binder or 
by policy issuance to any applicant whose license, charter, certificate, 
or accreditation has been ordered canceled, revoked, or suspended, pro-
vided that, if the order has been probated by the appropriate regulatory 
body or licensing agency, then the probation may be reviewed by the 
association for a determination whether and on what basis coverage 
may be afforded in the association; 

(vii) the applicant, to be eligible for coverage in the 
association, must comply with all significant recommendations arising 
out of a loss control or risk management report either before binding 
coverage or as soon as practicable concurrently with coverage; 

(viii) there must be no unpaid, uncontested pre-
mium; assessment; or charge due from the applicant; and 

(ix) there must be no unpaid deductible, in whole or 
part, owed to the association. 

(5) Receipt of the application. On receipt of the applica-
tion, the required deposit premium, and the applicable stabilization re-
serve fund charge, the association must, within 30 days: 

(A) cause a binder or insurance policy to be issued; or 

(B) advise the agent or applicant that the applicant does 
not meet the underwriting standards of the association, in which case 
the association must indicate the reasons the applicant does not meet 
the underwriting standards. 

(c) Cancellation, nonrenewal, and notice. 

(1) Cancellation by the association. The association may 
not cancel an insurance policy except for: 

(A) nonpayment of premium; 

(B) nonpayment of the applicable stabilization reserve 
fund charge; 

(C) nonpayment of assessment; 

(D) evidence of fraud or material misrepresentation; 
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(E) cause that would have been grounds for nonaccep-
tance of the risk under this subchapter had the cause been known to the 
association at the time the policy was issued; 

(F) any cause arising after the policy is issued that 
would have been grounds for nonacceptance of the risk under this 
subchapter had the cause existed at the time of acceptance; or 

(G) noncompliance with reasonable loss control or risk 
management recommendations under subsection (b)(4)(A)(vii) of this 
section. On cancellation of an insurance policy by the association, the 
association must refund to the insured the unearned portion of any paid 
premium and, if canceled within the 90th day of coverage, the unearned 
portion of the paid fund charges under Insurance Code Chapter 2203, 
Subchapter G on a pro rata basis, provided that all assessments and 
fund charges earned under Insurance Code Chapter 2203, Subchapter 
G have been fully paid; otherwise, only that portion of unearned pre-
mium over any unpaid assessment and fund charges under Insurance 
Code Chapter 2203, Subchapter G will be refunded. Policyholder as-
sessments and fund charges under Insurance Code Chapter 2203, Sub-
chapter G are fully earned on payment; therefore, except as provided 
in Insurance Code Chapter 2203 or §5.2003(c)(2) of this title (relating 
to Members and Policyholders Participation in the Texas Medical Lia-
bility Insurance Underwriting Association), no portion is refundable. 

(2) Cancellation by the insured. An insurance policy may 
be canceled at any time: 

(A) by the insured, on written request for cancellation 
of the policy; or 

(B) by an insurance premium finance company in ac-
cordance with Insurance Code Chapter 651. 

(3) Refund of unearned portion of paid premium. The as-
sociation must refund the unearned portion of any paid premium and, 
if canceled within the 90th day of coverage, the unearned portion of 
the paid fund charges under Insurance Code Chapter 2203, Subchapter 
G according to the approved short-rate table, provided all assessments 
and fund charges under Insurance Code Chapter 2203, Subchapter G 
earned have been fully paid; otherwise, only that portion of the un-
earned premium over any unpaid assessment and fund charges under 
Insurance Code Chapter 2203, Subchapter G will be refunded. Poli-
cyholder assessments and fund charges under Insurance Code Chapter 
2203, Subchapter G are fully earned on payment; therefore, except as 
provided in Insurance Code Chapter 2203 or §5.2003(c)(2) of this title, 
no portion is refundable. 

(4) Exhausted policy limits. If there is an outstanding claim 
or claims under any insurance policy on which a reserve or reserves 
have been established, which in the aggregate or when combined with 
losses previously paid under the policy equal or exceed the aggregate 
limits of coverage under the policy, the association must notify the in-
sured. At the insured's option, the policy may be canceled. If the policy 
is canceled, the premium must be considered fully earned and the in-
sured may apply for a new policy to be effective concurrently with the 
termination date of the canceled policy. 

(5) Notice of cancellation, nonrenewal, or premium in-
crease. 

(A) The association may cancel a medical liability in-
surance policy and general liability insurance policy, or decline to re-
new a policy for any reason listed in paragraph (1) of this subsection at 
any time within the first 90 days from the effective date of the policy 
by sending 90 days written notice to the insured. 

(B) The association may cancel a medical liability in-
surance policy and general liability insurance policy or decline to renew 

a policy for nonpayment of premium, assessments, or fund charges un-
der Insurance Code Chapter 2203, Subchapter G, or for loss of license, 
charter, certification, or accreditation at any time during the policy pe-
riod by sending 10 days' written notice to the insured. 

(C) Notice of cancellation or nonrenewal under sub-
paragraphs (A) and (B) of this paragraph must contain a statement of 
the reason for the cancellation or nonrenewal and a statement that the 
insured has the right to appeal under Insurance Code Chapter 2203, 
Subchapter I. 

(D) The association must give at least 90 days' written 
notice to an insured before increasing the premium by reason of a rate 
increase on the insured's medical liability insurance policy. The notice 
must state the amount of the increase. 

(6) General liability insurance. A general liability in-
surance policy issued by the association under Insurance Code 
§2203.151(b) automatically terminates on the same effective date and 
time as the termination of the medical liability insurance policy. 

(d) Suspension of policy. The association must, on written re-
quest from a policyholder subject to the Servicemembers Civil Relief 
Act of 2003 (50 United States Code App. §§501, et seq.), suspend the 
policy issued by the association, in accordance with the Servicemem-
bers Civil Relief Act of 2003. 

(e) Removal of risks. Any member, or self-insurance trust es-
tablished under Insurance Code Chapter 2212, at any time, on writ-
ten consent from the insured filed with the association, may write the 
risk as regular business, in which event the association must cancel its 
policy pro rata as of a date and time specified by the manager of the 
association. The association will require written confirmation that the 
member or self-insurance trust is taking the risk out of the association 
before allowing pro rata cancellation. 

(f) Payment of claims. 

(1) Report of loss. All losses must be reported to the asso-
ciation in the manner prescribed by the board of directors. 

(2) Adjustment of loss. All losses must be adjusted in the 
manner designated by the board of directors subject to the provisions 
of this plan of operation and the insurance laws of Texas. 

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 27, 2020. 
TRD-202003567 
James Person 
General Counsel 
Texas Department of Insurance 
Effective date: September 16, 2020 
Proposal publication date: July 24, 2020 
For further information, please call: (512) 676-6584 

♦ ♦ ♦ 

CHAPTER 5. PROPERTY AND CASUALTY 
INSURANCE 
The Commissioner of Insurance adopts amendments to 28 
TAC §5.204, relating to Motor Vehicle Safety Responsibility, 
and the repeal of 28 TAC §5.208, relating to Disclosures for 
Named Driver Automobile Insurance Policies. The amendments 
and repeal implement changes made by House Bill 259, 86th 
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Legislature, Regular Session (2019), which prohibits named 
driver auto policies. The amendments and repeal are adopted 
without changes to the proposed text published in the May 8, 
2020, issue of the Texas Register (45 TexReg 19). The rule and 
repeal will not be republished. 
REASONED JUSTIFICATION. The amendments to §5.204 and 
the repeal of §5.208 are necessary to implement HB 259. HB 
259 prohibits Texas automobile insurers from delivering, issuing 
for delivery, or renewing a named driver policy that is not an 
operator's policy. An operator's policy is a policy that covers the 
named insured when operating an automobile the insured does 
not own. 
HB 259 amends Insurance Code Chapter 1952 to add Sub-
chapter H, consisting of §§1952.351 - 1952.353, and repeals 
§1952.0545. Section 1952.351 provides definitions for the 
new subchapter, and §1952.352 addresses applicability of the 
subchapter. Section 1952.353 prohibits an insurer writing auto-
mobile insurance in Texas from delivering, issuing for delivery, 
or renewing named driver auto policies. Section 1952.0545 
establishes required disclosures for named driver policies. The 
named driver prohibition applies to policies issued, issued for 
delivery, or renewed on or after January 1, 2020. 
The amendments and repeal will reduce confusion by eliminating 
the now unnecessary requirements for named driver automobile 
insurance, including disclosures from the agent or insurer and on 
the proof of insurance card and the policy. The amendments also 
include nonsubstantive edits to update the language to current 
agency style. 
SUMMARY OF COMMENTS AND AGENCY RESPONSE 

Commenters: TDI received one written comment in support of 
the proposal from the Texas Independent Automobile Dealers 
Association (TIADA). 
Comment: A commenter supports the rule repealing named 
driver policies because of the issues they create for policyhold-
ers, lienholders, and the general public. 
Agency Response to Comment: TDI appreciates the supportive 
comment. 
SUBCHAPTER A. AUTOMOBILE 
INSURANCE 
DIVISION 3. MISCELLANEOUS 
INTERPRETATIONS 
28 TAC §5.204 

STATUTORY AUTHORITY. The Commissioner adopts the 
amendments to §5.204 under Insurance Code §1952.353 and 
Insurance Code §36.001. 
Section 1952.353 prohibits an insurer from delivering, issuing for 
delivery, or renewing a named driver policy unless the named 
driver policy is an operator's policy. 
Section 36.001 provides that the Commissioner may adopt any 
rules necessary and appropriate to implement the powers and 
duties of TDI under the Insurance Code and other laws of this 
state. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 26, 2020. 
TRD-202003557 
James Person 
General Counsel 
Texas Department of Insurance 
Effective date: September 15, 2020 
Proposal publication date: May 8, 2020 
For further information, please call: (512) 676-6584 

28 TAC §5.208 

STATUTORY AUTHORITY. TDI repeals §5.208 under Insurance 
Code §1952.353 and Insurance Code §36.001. 
Insurance Code §1952.353 prohibits an insurer from delivering, 
issuing for delivery, or renewing a named driver policy unless the 
named driver policy is an operator's policy. 
Insurance Code §36.001 provides that the Commissioner may 
adopt any rules necessary and appropriate to implement the 
powers and duties of TDI under the Insurance Code and other 
laws of this state. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 26, 2020. 
TRD-202003556 
James Person 
General Counsel 
Texas Department of Insurance 
Effective date: September 15, 2020 
Proposal publication date: May 8, 2020 
For further information, please call: (512) 676-6584 

TITLE 30. ENVIRONMENTAL QUALITY 

PART 1. TEXAS COMMISSION ON 
ENVIRONMENTAL QUALITY 

CHAPTER 290. PUBLIC DRINKING WATER 
The Texas Commission on Environmental Quality (TCEQ, 
agency, or commission) adopts the amendments to §290.39 
and §290.122. 
Amended §290.39 and §290.122 are adopted without changes 
to the proposed text as published in the May 15, 2020, issue of 
the Texas Register (45 TexReg 3207) and, therefore, will not be 
republished. 
Background and Summary of the Factual Basis for the Adopted 
Rules 

House Bill (HB) 3552, passed by the 86th Texas Legislature, 
2019, authored by the Honorable J.D. Sheffield, Texas House 
of Representatives, amends Texas Health and Safety Code 
(THSC), §341.033 to require an owner, agent, manager, opera-
tor, or other person in charge of public water systems to notify 
their customers prior to permanently terminating the addition of 
fluoride to drinking water. HB 3552 took effect on September 
1, 2019. This rulemaking adopts the amendments to §290.39 
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and §290.122. While HB 3552 lists owner, agent, manager, 
operator, or other person in charge of public water systems, the 
adopted amendments to §290.39 and §290.122 lists owners or 
operators in order to remain consistent with current TCEQ rules. 
Section by Section Discussion 

The commission is also correcting references and typographical 
errors as required by Texas Register formatting requirements. 
§290.39, General Provisions 

The commission adopts the addition of §290.39(j)(5) to require 
public water systems to notify the executive director of proposed 
termination of fluoridation prior to notifying customers of the wa-
ter system. 
§290.122, Public Notification 

The commission adopts the addition of §290.122(j) to require 
public water systems to notify their customers 60 days prior to 
terminating the fluoridation of the drinking water. This notifica-
tion will be required to be sent to customers using direct delivery 
methods. The water system will be required to send the execu-
tive director a copy of the public notice and Certificate of Delivery, 
certifying that the public notice was sent to customers. 
Final Regulatory Impact Determination 

The commission reviewed the adopted rulemaking in light of the 
regulatory analysis requirements of Texas Government Code, 
§2001.0225 and determined that the rulemaking is not subject 
to Texas Government Code, §2001.0225. Texas Government 
Code, §2001.0225 applies to a "Major environmental rule" which 
is defined in Texas Government Code, §2001.0225(g)(3) as a 
rule with a specific intent "to protect the environment or reduce 
risks to human health from environmental exposure and that may 
adversely affect in a material way the economy, a sector of the 
economy, productivity, competition, jobs, the environment, or the 
public health and safety of the state or a sector of the state." 
The adopted rulemaking does not meet the statutory definition 
of a "Major environmental rule" because the specific intent of the 
rule is not to protect the environment or reduce risks to human 
health from environmental exposure. The specific intent of the 
rulemaking is to implement HB 3552 by requiring notification to 
the executive director and the customers of a public water sys-
tem prior to a permanent termination of the addition of fluoride 
to drinking water. Additionally, it is not a rulemaking that may 
adversely affect in a material way the economy, a sector of the 
economy, productivity, competition, jobs, the environment, or the 
public health and safety of the state or a sector of the state. It is 
not anticipated that the cost of complying with the adopted rules 
will be significant with respect to the economy as a whole or with 
respect to a sector of the economy; therefore, the adopted rules 
will not adversely affect in a material way the economy, a sector 
of the economy, competition, or jobs. 
Additionally, the adopted rulemaking does not meet any of the 
four applicability requirements for a "Major environmental rule" 
listed in Texas Government Code, §2001.0225(a). Texas Gov-
ernment Code, §2001.0225 only applies to a major environmen-
tal rule, the result of which is to: 1) exceed a standard set by 
federal law, unless the rule is specifically required by state law; 
2) exceed an express requirement of state law, unless the rule 
is specifically required by federal law; 3) exceed a requirement 
of a delegation agreement or contract between the state and an 
agency or representative of the federal government to implement 
a state and federal program; or 4) adopt a rule solely under the 

general powers of the agency instead of under a specific state 
law. 
This adopted rulemaking does not meet any of the four preced-
ing applicability requirements because this rulemaking: 1) does 
not exceed any standard set by federal law for the regulation of 
water supply systems; 2) does not exceed any express require-
ments of THSC, Chapter 341 relating to the minimum standards 
of sanitation and health protection measures; 3) does not exceed 
a requirement of a delegation agreement or contract between the 
state and an agency or representative of the federal government 
to implement a state and federal program; and 4) is not adopted 
solely under the general powers of the agency. 
The commission invited public comment regarding the Draft 
Regulatory Impact Analysis Determination during the public 
comment period. The commission received no comments. 
Takings Impact Assessment 
The commission evaluated these rules and performed an analy-
sis of whether they constitute a taking under Texas Government 
Code, Chapter 2007. The specific purpose of these rules is to im-
plement HB 3552 relating to certain notice requirements regard-
ing fluoridation of a water supply system. The adopted rules will 
advance this stated purpose by making the commission's rules 
consistent with HB 3552. The commission's analysis indicates 
that Texas Government Code, Chapter 2007 does not apply be-
cause this action does not affect private real property. 
Promulgation and enforcement of these rules will constitute nei-
ther a statutory nor a constitutional taking of private real prop-
erty. These rules will not adversely affect a landowner's rights 
in private real property, in whole or in part, temporarily or per-
manently, because this rulemaking will not burden nor restrict 
the owner's right to property. These provisions will not impose 
any burdens or restrictions on private real property. Therefore, 
the amendments do not constitute a taking under Texas Govern-
ment Code, Chapter 2007. 
Consistency with the Coastal Management Program 

The commission reviewed the adopted rules and found that they 
are neither identified in Coastal Coordination Act Implementa-
tion Rules, 31 TAC §505.11(b)(2) or (4), nor would they affect any 
action/authorization identified in Coastal Coordination Act Imple-
mentation Rules, 31 TAC §505.11(a)(6). Therefore, the adopted 
rules are not subject to the Texas Coastal Management Program. 
The commission invited public comment regarding the consis-
tency with the Coastal Management Program during the public 
comment period. The commission received no comments. 
Public Comment 
The comment period closed on June 16, 2020. The commission 
received no comments. 
SUBCHAPTER D. RULES AND 
REGULATIONS FOR PUBLIC WATER 
SYSTEMS 
30 TAC §290.39 

Statutory Authority 

The amendment is adopted under Texas Water Code (TWC), 
§5.013, which establishes the general jurisdiction of the com-
mission; TWC, §5.102, which establishes the commission's gen-
eral authority to perform any act necessary to carry out its ju-
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risdiction; TWC, §5.103 and §5.105, which establish the com-
mission's authority to adopt any rules necessary to carry out its 
powers and duties; and Texas Health and Safety Code (THSC), 
§341.0315, which requires public drinking water systems to com-
ply with commission rules adopted to ensure the supply of safe 
drinking water. 
The adopted amendment implements House Bill 3552 passed 
by the 86th Texas Legislature, 2019. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 28, 2020. 
TRD-202003569 
Robert Martinez 
Director, Environmental Law Division 
Texas Commission on Environmental Quality 
Effective date: September 17, 2020 
Proposal publication date: May 15, 2020 
For further information, please call: (512) 239-1806 

♦ ♦ ♦ 

SUBCHAPTER F. DRINKING WATER 
STANDARDS GOVERNING DRINKING WATER 
QUALITY AND REPORTING REQUIREMENTS 
FOR PUBLIC WATER SYSTEMS 
30 TAC §290.122 

Statutory Authority 

The amendment is adopted under TWC, §5.013, which estab-
lishes the general jurisdiction of the commission; TWC, §5.102, 
which establishes the commission's general authority to perform 
any act necessary to carry out its jurisdiction; TWC, §5.103 and 
§5.105, which establish the commission's authority to adopt any 
rules necessary to carry out its powers and duties; and Texas 
Health and Safety Code (THSC), §341.0315, which requires 
public drinking water systems to comply with commission rules 
adopted to ensure the supply of safe drinking water. 
The adopted amendment implements House Bill 3552 passed 
by the 86th Texas Legislature, 2019. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 28, 2020. 
TRD-202003570 
Robert Martinez 
Director, Environmental Law Division 
Texas Commission on Environmental Quality 
Effective date: September 17, 2020 
Proposal publication date: May 15, 2020 
For further information, please call: (512) 239-1806 

♦ ♦ ♦ 
TITLE 34. PUBLIC FINANCE 

PART 1. COMPTROLLER OF PUBLIC 
ACCOUNTS 

CHAPTER 3. TAX ADMINISTRATION 
SUBCHAPTER C. CRUDE OIL PRODUCTION 
TAX 
34 TAC §3.34 

The Comptroller of Public Accounts adopts the repeal of §3.34, 
concerning exemption of certain royalty interest from oil occu-
pation taxes and regulation pipeline taxes, without changes to 
the proposed text as published in the July 17, 2020, issue of the 
Texas Register (45 TexReg 4958). The rule will not be repub-
lished. 
The comptroller repeals the existing §3.34 in order to adopt new 
§3.34 with significantly expanded content. The repeal of §3.34 
will be effective as of the date the new §3.34 takes effect. 
The comptroller did not receive any comments regarding adop-
tion of the amendment. 
The repeal is adopted under Tax Code, §111.002 (Comptroller's 
Rules; Compliance; Forfeiture), which provides the comptroller 
with the authority to prescribe, adopt, and enforce rules relating 
to the administration and enforcement of the provisions of the 
Tax Code, Title 2 (State Taxation). 
The repeal implements Tax Code, Chapter 202 (Oil Production 
Tax). 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 26, 2020. 
TRD-202003553 
William Hamner 
Special Counsel for Tax Administration 
Comptroller of Public Accounts 
Effective date: September 15, 2020 
Proposal publication date: July 17, 2020 
For further information, please call: (512) 475-2220 

♦ ♦ ♦ 
34 TAC §3.34 

The Comptroller of Public Accounts adopts new §3.34, concern-
ing exemption of governmental entities and two-year inactive 
wells, without changes to the proposed text as published in the 
July 17, 2020, issue of the Texas Register (45 TexReg 4958). 
The rule will not be republished. 
The new section replaces existing §3.34, concerning exemption 
of certain royalty interests from oil occupation taxes and regu-
lation pipeline taxes, which the comptroller is repealing. New 
§3.34 implements Senate Bill 533, 86th Legislature, 2019, ef-
fective September 1, 2019, which amended Tax Code, §202.056 
(Exemption for Oil and Gas from Wells Previously Inactive), re-
garding the severance tax exemption for oil and gas production 
from two-year inactive wells. 
In subsection (a), the comptroller defines the terms "casinghead 
gas," "commission," and "hydrocarbons" using the definitions 
found in Tax Code, Chapter 201 (Gas Production Tax) and 
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Chapter 202 (Oil Production Tax). The comptroller provides 
a definition for the term "two-year inactive well," deriving the 
language for this term from Tax Code, §202.056(a)(4). The 
language provides that a well can only be certified as a two-year 
inactive well on or after September 1, 2019. 
In subsection (b), the comptroller outlines an exemption for cer-
tain entities, including the federal and Texas government and 
their subdivisions. 
In subsection (c), the comptroller provides the title and language 
based on Tax Code, §202.156 (Tax Borne Ratably), which pro-
vides that the tax shall be borne ratably by all "interested parties." 
Interested parties are determined "without regard to title to the oil 
either before or after severance; and without regard to any arbi-
trary classification or nomenclature." See Sheppard v. Stanolind 
Oil & Gas Co., 125 S.W.2d 643, 648 (Tex. Civ. App.--Austin 
1939, writ ref'd). 
In subsection (d), the comptroller provides information regard-
ing two-year inactive wells, including: the comptroller's approval 
process for the exemption of a two-year inactive well in para-
graph (1); the beginning date and duration of the exemption in 
paragraph (2); and the process to receive a tax credit for pay-
ments made at the full rate under the Tax Code in paragraph (3). 
In subsection (e), the comptroller provides information regard-
ing recompleted certified two-year inactive wells, including the 
duration of the exemption and the application process for the 
exemption. 
In subsection (f), the comptroller provides the two-year inactive 
well exemption does not extend to the oil-field regulatory cleanup 
fee. 
In subsection (g), the comptroller outlines penalties applicable 
to two-year inactive wells whose certification the Railroad Com-
mission revoked and for which the taxpayer continues to claim 
the credit. 
The comptroller did not receive any comments regarding adop-
tion of the amendment. 
The comptroller adopts the new section under Tax Code, 
§111.002 (Comptroller's Rules; Compliance; Forfeiture), which 
provides the comptroller with the authority to prescribe, adopt, 
and enforce rules relating to the administration and enforcement 
provisions of Tax Code, Title 2 (State Taxation). 
The new section implements Tax Code, §202.056 (Exemption 
for Oil and Gas from Wells Previously Inactive), regarding ex-
emption for oil and gas from wells previously inactive. 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 26, 2020. 
TRD-202003555 
William Hamner 
Special Counsel for Tax Administration 
Comptroller of Public Accounts 
Effective date: September 15, 2020 
Proposal publication date: July 17, 2020 
For further information, please call: (512) 475-2220 

SUBCHAPTER JJ. CIGARETTE, 
E-CIGARETTE, AND TOBACCO PRODUCTS 
REGULATION 
34 TAC §3.1202 

The Comptroller of Public Accounts adopts an amendment to 
§3.1202, concerning warning notice signs, without changes to 
the proposed text as published in the July 17, 2020, issue of the 
Texas Register (45 TexReg 4960). The rule will not be repub-
lished. The amendment updates the warning notice sign size 
minimum requirements to match new warning notice signs pro-
vided by the comptroller. 
The comptroller amends subsection (d)(2)(A) to include new 
minimum size requirements for warning signs. The comptroller 
reduces the minimum required size measurements from 14 to 
11 inches in length. 
No comments were received regarding adoption of the amend-
ment. 
Statutory Authority 

This amendment is adopted under Tax Code, §111.002 (Comp-
troller's Rules; Compliance; Forfeiture) which provides the 
comptroller with the authority to prescribe, adopt, and enforce 
rules relating to the administration and enforcement of the 
provisions of Tax Code, Title 2 (State Taxation), and taxes, fees, 
or other charges which the comptroller administers under other 
law. 
The amendment implements Health and Safety Code, §161.084 
(Warning Notice). 
The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 25, 2020. 
TRD-202003507 
William Hamner 
Special Counsel for Tax Administration 
Comptroller of Public Accounts 
Effective date: September 14, 2020 
Proposal publication date: July 17, 2020 
For further information, please call: (512) 475-0387 

♦ ♦ ♦ 
TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS 

PART 1. TEXAS DEPARTMENT OF 
PUBLIC SAFETY 

CHAPTER 4. COMMERCIAL VEHICLE 
REGULATIONS AND ENFORCEMENT 
PROCEDURES 
SUBCHAPTER B. REGULATIONS 
GOVERNING TRANSPORTATION SAFETY 
37 TAC §4.11 
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The Texas Department of Public Safety (the department) adopts 
amendments to §4.11, concerning General Applicability and Def-
initions. This rule is adopted without changes to the proposed 
text as published in the July 24, 2020, issue of the Texas Regis-
ter (45 TexReg 5131). The rule will not be republished. 
The adopted amendments harmonize updates to Title 49, Code 
of Federal Regulation with those laws adopted by Texas. The 
Federal Motor Carrier Safety Administration has granted an ex-
emption and this amendment provides clarification for commer-
cial driver license exemptions for covered farm vehicles. 
No comments were received regarding the adoption of this rule. 
This rule is adopted pursuant to Texas Transportation Code, 
§644.051, which authorizes the director to adopt rules regulating 
the safe transportation of hazardous materials and the safe 
operation of commercial motor vehicles; and authorizes the 
director to adopt all or part of the federal safety regulations, by 
reference. 

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority. 

Filed with the Office of the Secretary of State on August 24, 2020. 
TRD-202003494 
D. Phillip Adkins 
General Counsel 
Texas Department of Public Safety 
Effective date: September 13, 2020 
Proposal publication date: July 24, 2020 
For further information, please call: (512) 424-5848 
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