
TITLE 7. BANKING AND SECURITIES 

PART 7. STATE SECURITIES BOARD 

CHAPTER 113. REGISTRATION OF 
SECURITIES 
7 TAC §113.5 
The Texas State Securities Board proposes an amendment to 
§113.5, concerning financial statements. The amendment would 
permit certain issuers whose previous sales of securities did not 
exceed $1 million to file reviewed financial statements for a reg-
istered offering that does not exceed $5 million. 

Section 7.A(1)(f)(2) of the Texas Securities Act permits the Board 
to define the term "small business issuer" and prescribe the cir-
cumstances under which such an issuer can submit reviewed 
(rather than audited) financial statements for a registration of se-
curities by qualification. Currently, certain issuers whose previ-
ous sales of securities did not exceed $500,000 can file reviewed 
financial statements for a registered offering that does not ex-
ceed $500,000. These dollar caps, set in 1995, need to be up-
dated. 

As §139.25, the new crowdfunding exemption being concur-
rently proposed, would allow public solicitation or advertising, 
the exemption is included in the list of types of prior securities 
offerings that would not disqualify an issuer from being eligible 
to file reviewed financial statements in a subsequent registered 
offering. 

Patricia Loutherback, Director, Registration Division, has deter-
mined that for the first five-year period the rule is in effect, there 
will be no foreseeable fiscal implications for state or local gov-
ernment as a result of enforcing or administering the rule. 

Ms. Loutherback also has determined that for each year of the 
first five years the rule is in effect the public benefit anticipated as 
a result of enforcing the rule will be to facilitate the capital rais-
ing efforts of more small business issuers by allowing the use 
of reviewed financial statements in conjunction with a registered 
securities offering. There will be no effect on micro- or small 
businesses. Since the rule will have no adverse economic ef-
fect on micro- or small businesses, preparation of an economic 
impact statement and a regulatory flexibility analysis is not re-
quired. There is no anticipated economic cost to persons who 
are required to comply with the rule as proposed. There is no 
anticipated impact on local employment. 

Comments on the proposal to be considered by the Board should 
be submitted in writing within 30 days after publication of the 
proposed section in the Texas Register. Comments should be 
sent to Marlene K. Sparkman, General Counsel, State Securities 

Board, P.O. Box 13167, Austin, Texas 78711-3167 or sent by 
facsimile to (512) 305-8336. 

The amendment is proposed under Texas Civil Statutes, Articles 
581-7.A. and 581-28-1. Section 7.A(1)(f)(2) provides the Board 
with the authority to define and provide requirements for small 
business issuers permitted to submit reviewed financial state-
ments. Section 28-1 provides the Board with the authority to 
adopt rules and regulations necessary to carry out and imple-
ment the provisions of the Texas Securities Act, including rules 
and regulations governing registration statements and applica-
tions; defining terms; classifying securities, persons, and matters 
within its jurisdiction; and prescribing different requirements for 
different classes. 

The proposal affects Texas Civil Statutes, Articles 581-7 and 
581-10. 

§113.5. Financial Statements. 

(a) - (b) (No change.) 

(c) Small business issuer. For purposes of subsection (b) of 
this section, the term "small business issuer" shall mean any corpora-
tion: 

(1) that has not previously sold securities by means of an 
offering involving public solicitation or advertising unless such offer-
ing was made in compliance with: 

(A) §139.25 of this title (relating to Intrastate Crowd-
funding Exemption); 

(B) §139.16 of this title (relating to Sales to Individual 
Accredited Investors);[,] 

(C) §139.19 of this title (relating to Accredited Investor 
Exemption);[,] 

(D) §109.4 of this title (relating to Securities Registra-
tion Exemption for Sales to Financial Institutions and Certain Institu-
tional Investors;[,] or 

(E) the Texas Securities Act, §5.H; 

(2) - (6) (No change.) 

(7) whose previous sales of securities (exclusive of debt 
financing with banks and similar commercial lenders) does not exceed 
$1 million [$500,000]. 

(d) (No change.) 

(e) Small business offering. For purposes of subsection (b) 
of this section, the term "small business offering" shall mean that the 
amount of the offering must not exceed $5 million [$500,000]. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 
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Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401988 
John Morgan 
Securities Commissioner 
State Securities Board 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 305-8303 

CHAPTER 115. SECURITIES DEALERS AND 
AGENTS 
7 TAC §§115.1, 115.3, 115.19 
The Texas State Securities Board proposes amendments to 
§115.1, concerning general provisions, and §115.3, concerning 
examination. New §115.19, concerning Texas crowdfunding 
portal registration and activities, is also proposed. 

The amendment to §115.1 would add a definition for "Texas 
crowdfunding portal" and provide a restricted dealer registration 
category as such. 

The amendment to §115.3 would provide an examination waiver 
to an applicant applying for restricted dealer registration as a 
Texas crowdfunding portal. 

New §115.19 would set out the registration process and permit-
ted activities of a dealer registered as a Texas crowdfunding por-
tal. 

A Texas crowdfunding portal would be a Texas-only dealer, able 
to utilize the exclusion from federal registration available to deal-
ers whose business is exclusively intrastate. The portal's activi-
ties would be limited to operating an Internet website for §139.25 
exempt offerings. It could not participate in secondary market 
transactions or engage in the activities in subsection (c). 

To preserve the intrastate character of the dealer's activities and 
the offering, the Internet website must contain appropriate dis-
claimers and obtain evidence of Texas residency before allowing 
access to the offering materials or permitting a sale to be made. 

Prior to offering securities on the Internet website, the portal con-
ducts background and regulatory checks on the issuer and each 
of the issuer's control persons. Additionally, the portal must ob-
tain affirmative acknowledgments of certain disclosures common 
to all crowdfunding offerings from investors before a sale can be 
made. 

Records required to be kept by the portal are specified in subsec-
tion (e), rather than the more extensive, and mostly inapplicable, 
list of records required of other securities dealers. A portal is also 
not required to maintain a supervisory system. A portal's records 
are subject to inspection and must be furnished on request of the 
Securities Commissioner. 

A Texas crowdfunding portal would apply for registration by fil-
ing new Form 133.15, which is being concurrently proposed. It 
would also provide its organizational documents to establish its 
status as a Texas entity. It would be subject to the same reg-
istration fee as other dealers registered in Texas. New Form 
133.15 would also be used for filing amendments. The portal is 
subject to the post-registration reporting requirements in §115.9. 
When the portal withdraws its registration, it would use new Form 
133.16, which is also being proposed. 

Tommy Green, Director, Inspections and Compliance Division, 
Patricia Loutherback, Director, Registration Division, and Joe 
Rotunda, Director, Enforcement Division, have determined that 
for the first five-year period §115.1 and §115.3 are in effect, there 
will be no foreseeable fiscal implications for state or local govern-
ment as a result of enforcing or administering the rule. However, 
there will be fiscal implications as a result of enforcing or admin-
istering new §115.19 on state, but not local government. 

The effect on state government for the first five-year period 
§115.19 will be in effect is a potential increase in revenue 
in the form of fees paid by entities registering in Texas as 
crowdfunding portals and by their agents. Under existing Texas 
law and regulations, a third party operating a website to effect 
the purchase and sale of securities for the account of others 
would normally be required to register as a general dealer and 
comply with the laws and regulations applicable thereto. A 
person operating such a website merely for the purchase of 
securities of startups and small businesses, however, may find it 
impractical in view of the limited nature of that person's activities 
and business to register as a general dealer and operate under 
the full set of regulatory obligations that apply to dealers. The 
restricted registration provided by the new rule is expected to 
encourage the formation of third-party portals. The increase in 
state revenue from these potential new registrants would be 
$275 for each firm and $285 for each agent that registers in 
Texas and thereafter would be $270 and $275, respectively, for 
each annual renewal. 

Mr. Green, Ms. Loutherback, and Mr. Rotunda also have de-
termined that for each year of the first five years the rules are in 
effect the public benefit anticipated as a result of enforcing the 
rules will be to allow persons restricting their activities as pro-
vided by new §115.19 to use a simplified registration process 
and keep activity-specific records. The creation of these Texas 
crowdfunding portals would facilitate the capital raising efforts of 
small business issuers who utilize the Texas intrastate crowd-
funding exemption. 

Evaluating the potential economic impact of the proposed rules 
on small and micro-business requires a degree of speculation as 
both the business and regulatory models involved are new. Also, 
the potential economic impact needs to be considered from two 
different angles: the impact on small business as crowdfunding 
portals and small business as securities issuers. 

Portals, as envisioned by §115.19, do not currently exist, but if 
and when they do, it is likely that they will be small businesses. 
Crowdfunding portals can support smaller capital raises with-
out performing all of the ordinarily costly duties associated with 
a full-service securities dealer. For example, portals will not 
be able to offer investment advice or recommendations, con-
duct business valuations, or hold, manage, possess or otherwise 
handle investor funds or securities. The result will be a simpler 
cost structure with lower fees than those typically associated with 
an equity investment offering. Lower costs for the portal result 
in lower fees for issuers. This means that small businesses can 
act as portals and make it easier for small and micro-business 
to raise capital, which is the aim of the proposal. 

There is an anticipated economic cost to entities that are re-
quired to comply with §115.19 as proposed, including designing 
and maintaining a website, conducting background and regula-
tory checks on potential issuers and their control persons, and 
maintaining records of offerings made and communications con-
cerning the offerings. Registration and renewal fees are also 
required. While such costs are not insignificant, they are less 
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than the costs associated with being a registered general dealer. 
Therefore, the effect on micro- or small businesses will most 
likely be a positive one. The anticipated impact on local em-
ployment is also expected to be positive. Since the rules will 
have no adverse economic effect on micro- or small businesses, 
preparation of an economic impact statement and a regulatory 
flexibility analysis is not required. 

Comments on the proposal to be considered by the Board should 
be submitted in writing within 30 days after publication of the 
proposed sections in the Texas Register. Comments should be 
sent to Marlene K. Sparkman, General Counsel, State Securities 
Board, P.O. Box 13167, Austin, Texas 78711-3167 or sent by 
facsimile to (512) 305-8336. 

The amendments to §115.1 and §115.3 and new rule §115.19 
are proposed under Texas Civil Statutes, Article 581-28-1. Sec-
tion 28-1 provides the Board with the authority to adopt rules and 
regulations necessary to carry out and implement the provisions 
of the Texas Securities Act, including rules and regulations gov-
erning registration statements and applications; defining terms; 
classifying securities, persons, and matters within its jurisdiction; 
and prescribing different requirements for different classes. 

The proposals affect Texas Civil Statutes, Articles 581-12, 581-
13, 581-14, 581-15, and 581-18. 

§115.1. General Provisions. 

(a) Definitions. Words and terms used in this chapter are also 
defined in §107.2 of this title (relating to Definitions). The following 
words and terms, when used in this chapter, shall have the following 
meanings, unless the context clearly indicates otherwise. 

(1) - (9) (No change.) 

(10) Texas crowdfunding portal--Any person registered as 
a Texas dealer pursuant to §115.19 of this title (relating to Texas Crowd-
funding Portal Registration and Activities) that utilizes an Internet web-
site to offer or sell securities that are exempt from securities registration 
solely pursuant to §139.25 of this title (relating to Intrastate Crowd-
funding Exemption). 

(b) (No change.) 

(c) Types of registrations. 

(1) (No change.) 

(2) Restricted registration. The restricted registrations are 
as follows: 

(A) - (M) (No change.) 

(N) registration to deal exclusively in investment bank-
ing; [and] 

(O) registration to act exclusively as a Texas crowd-
funding portal; and 

(P) [(O)] registration with other restrictions which the 
Securities Commissioner may impose based upon the facts. 

(3) (No change.) 

(d) (No change.) 

§115.3. Examination. 

(a) - (b) (No change.) 

(c) Waivers of examination requirements. 

(1) (No change.) 

(2) A full waiver of the examination requirements of the 
Texas Securities Act, §13.D, is granted by the Board to the following 
classes of persons: 

(A) - (E) (No change.) 

(F) a person who completed the required examinations, 
but whose registration has lapsed for more than two years and who 
has been continually employed in a securities-related position with an 
entity which was not required to be registered; [and] 

(G) a person who completed the required examinations 
and whose registration with FINRA and with another state securities 
regulator has not lapsed for more than two years; and[.] 

(H) a Texas crowdfunding portal and its agents. 

(3) - (4) (No change.) 

(d) (No change.) 

§115.19. Texas Crowdfunding Portal Registration and Activities. 
(a) Intrastate portal. A Texas crowdfunding portal: 

(1) must be an entity incorporated or organized under the 
laws of Texas, authorized to do business in Texas, and engaged exclu-
sively in intrastate offers and sales of securities in Texas; 

(2) must limit its activities to operating an Internet website 
utilized to offer and sell securities exempt from registration pursuant to 
§139.25 of this title (relating to Intrastate Crowdfunding Exemption); 
and 

(3) does not operate or facilitate a secondary market in se-
curities. 

(b) Internet website. The Internet website operated by the 
Texas crowdfunding portal must meet the following requirements: 

(1) the website must contain a disclaimer that reflects that 
access to securities offerings on the website is limited to Texas resi-
dents and offers and sales of the securities appearing on the website 
are limited to persons that are Texas residents; 

(2) evidence of residency within Texas is required as a con-
dition of entry before viewing securities-related offering materials on 
the website and before sale is made to a prospective purchaser. An 
affirmative representation made by a prospective purchaser that the 
prospective purchaser is a Texas resident and proof of at least one of 
the following would be considered sufficient evidence that the individ-
ual is a resident of this state: 

(A) a valid Texas driver license or official personal 
identification card issued by the State of Texas; 

(B) a current Texas voter registration; or 

(C) general property tax records showing the individual 
owns and occupies property in this state as his or her principal resi-
dence; 

(3) prior to offering an investment opportunity to residents 
of Texas and throughout the term of the offering, the portal shall give 
the Securities Commissioner access to the Internet website; and 

(4) prior to permitting an investment in any securities listed 
on the Internet website, the portal shall obtain an affirmative acknowl-
edgment from the investor of the following: 

(A) There is no ready market for the sale of the secu-
rities acquired from this offering; it may be difficult or impossible for 
an investor to sell or otherwise dispose of this investment. An investor 
may be required to hold and bear the financial risks of this investment 
indefinitely; 
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(B) The securities have not been registered under fed-
eral or state securities laws and, therefore, cannot be resold unless the 
securities are registered or qualify for an exemption from registration 
under federal and state law; 

(C) In making an investment decision, investors must 
rely on their own examination of the issuer and the terms of the offering, 
including the merits and risks involved; and 

(D) No federal or state securities commission or regula-
tory authority has confirmed the accuracy or determined the adequacy 
of the disclosure statement or any other information on this Internet 
website. 

(c) Prohibited activities. A Texas crowdfunding portal shall 
not: 

(1) offer investment advice or recommendations; 

(2) compensate employees, agents, or other persons not 
registered with the Securities Commissioner for soliciting offers or 
sales of securities displayed or referenced on its platform or portal; 

(3) hold, manage, possess or otherwise handle investor 
funds or securities; 

(4) be affiliated with or under common control with an is-
suer whose securities appear on the Internet website; 

(5) hold a financial interest in any issuer offering securities 
on the portal's Internet website; or 

(6) receive a financial interest in an issuer as compensation 
for services provided to or on behalf of an issuer. 

(d) Background and regulatory checks. Prior to offering secu-
rities to residents of Texas, the Texas crowdfunding portal shall conduct 
a reasonable investigation of the background and regulatory history of 
each issuer whose securities are offered on the portal's Internet website, 
and of each of the issuer's control persons. "Control persons" for pur-
poses of this subsection means the issuer's officers; directors; or other 
persons having the power, directly or indirectly, to direct the manage-
ment or policies of the issuer, whether by contract or otherwise; and 
persons holding more than 20% of the outstanding equity of the issuer. 
The portal must deny an issuer access to its Internet website if the por-
tal has a reasonable basis for believing that: 

(1) the issuer or any of its control persons is subject to a dis-
qualification under §139.25 of this title (relating to Intrastate Crowd-
funding Exemption); 

(2) the issuer has engaged in, is engaging in, or the offering 
involves any act, practice, or course of business that will, directly or 
indirectly, operate as a fraud or deceit upon any person; or 

(3) it cannot adequately or effectively assess the risk of 
fraud by the issuer or its potential offering. 

(e) Recordkeeping. 

(1) A Texas crowdfunding portal is not required to main-
tain the records listed in §115.5 of this title (relating to Minimum 
Records) or to maintain a supervisory system under §115.10 of this 
title (relating to Supervisory Requirements). 

(2) A portal shall maintain and preserve for a period of five 
(5) years from either the date of the document or communication or the 
date of the closing or termination of the securities offering, whichever 
is later, the following records related to offers and sales made through 
the Internet website and to transactions where the portal receives com-
pensation: 

(A) records of compensation received for acting as a 
portal, including the name of the payor, the date of payment, name of 
the issuer, and name of the investor; 

(B) copies of information provided by the portal to is-
suers offering securities through the portal, prospective purchasers, and 
investors; 

(C) any agreements and/or contracts between the portal 
and an issuer, prospective purchaser, or investor; 

(D) any information used to establish that an issuer, 
prospective purchaser, or investor is a Texas resident; 

(E) any information used to establish that a prospective 
purchaser or investor is an accredited investor as defined in §107.2 of 
this title (relating to Definitions); 

(F) any correspondence or other communications with 
issuers, prospective investors, and/or investors; 

(G) any information made available through the portal's 
Internet website relating to an offering; 

(H) ledgers (or other records) that reflect all assets and 
liabilities, income and expense, and capital accounts; and 

(I) any other records relating to the offers and/or sales 
of securities made through the Internet website. 

(3) A portal shall maintain and preserve a copy of the Form 
133.15 (relating to Texas Crowdfunding Portal Registration), Form 
133.16 (relating to Texas Crowdfunding Portal Withdrawal of Registra-
tion), and the Form U-4 (Uniform Application for Securities Industry 
Registration or Transfer) used to register the portal and its designated 
officer, and any amendments thereto, for a period of five (5) years from 
the termination of the portal's registration. 

(4) The records required to be maintained and preserved 
under this subsection may be archived if they are over two years old. 

(5) A portal shall, upon written request of the Securities 
Commissioner, furnish to the Commissioner any records required to 
be maintained and preserved under this subsection. 

(6) The portal shall provide to the Commissioner access, 
inspection, and review of any Internet website operated by a portal and 
records maintained by the portal; and 

(7) The records required to be kept and preserved under 
this subsection must be maintained in a manner, including by any elec-
tronic storage media, that will permit the immediate location of any 
particular document so long as such records are available for immedi-
ate and complete access by representatives of the Commissioner. Any 
electronic storage system must preserve the records exclusively in a 
non-rewriteable, non-erasable format; verify automatically the quality 
and accuracy of the storage media recording process; serialize the orig-
inal and, if applicable, duplicate units of storage media, and time-date 
for the required period of retention the information placed on such elec-
tronic storage media; and can download indexes and records preserved 
on electronic storage media to an acceptable medium. In the event that 
a records retention system commingles records required to be kept un-
der this subsection with records not required to be kept, representatives 
of the Commissioner may review all commingled records. 

(f) Filings. 

(1) Application. In lieu of the application requirements in 
§115.2 of this title (relating to Application Requirements), a complete 
application for a Texas crowdfunding portal consists of the following 
and must be filed with the Securities Commissioner: 
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(A) Form 133.15, including all applicable schedules 
and supplemental information; 

(B) Form U-4, for the designated officer and a Form U-4 
for each agent to be registered (officers of a corporation or partners of 
a partnership shall not be deemed agents solely because of their status 
as officers or partners); 

(C) a copy of the articles of incorporation or other doc-
uments which indicate the form of organization, certified by the Texas 
Secretary of State or by an officer or partner of the applicant; 

(D) any other information deemed necessary by the 
Commissioner to determine the financial responsibility, business 
repute, or qualifications of the portal; and 

(E) the appropriate registration fee(s). 

(2) Post-reporting requirements. A portal is subject to the 
dealer and agent requirements in §115.9 of this title (relating to Post-
Registration Reporting Requirements). 

(3) Renewal. Registration as a portal expires at the close of 
the calendar year, but subsequent registration for the succeeding year 
shall be issued upon written application and upon payment of the appro-
priate renewal fee(s), without filing of further statements or furnishing 
any further information unless specifically requested by the Commis-
sioner. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401989 
John Morgan 
Securities Commissioner 
State Securities Board 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 305-8303 

CHAPTER 133. FORMS 
7 TAC §§133.15 - 133.17 
The Texas State Securities Board proposes three new rules, 
concerning forms adopted by reference. Specifically, the State 
Securities Board proposes §133.15, which would adopt by refer-
ence the Texas Crowdfunding Portal Registration form; §133.16, 
which would adopt by reference the Texas Crowdfunding Por-
tal Withdrawal of Registration form; and §133.17, which would 
adopt by reference the Crowdfunding Exemption Notice form. 
The portal forms are tailored to the limited activities performed 
by a portal and eliminate the need for a portal to use the more 
comprehensive dealer forms. 

Tommy Green, Director, Inspections and Compliance Division, 
and Patricia Loutherback, Director, Registration Division, have 
determined that for the first five-year period the forms are used, 
there will be no foreseeable fiscal implications for state or local 
government as a result of using the forms. 

Mr. Green and Ms. Loutherback also have determined that for 
each year of the first five years the forms are used the public 
benefit anticipated as a result will be that Texas crowdfunding 
portals will be able to use simplified forms to register and amend 
their registration (Form 133.15) and to withdraw their registration 

(Form 133.16). Issuers will be able to claim the intrastate crowd-
funding exemption in §139.25 by filing Form 133.17. There will 
be no effect on micro- or small businesses. Since the forms will 
have no adverse economic effect on micro- or small businesses, 
preparation of an economic impact statement and a regulatory 
flexibility analysis is not required. There is no anticipated eco-
nomic cost to persons who are required to use the forms as pro-
posed. There is no anticipated impact on local employment. 

Comments on the proposal to be considered by the Board should 
be submitted in writing within 30 days after publication of the 
proposed sections in the Texas Register. Comments should be 
sent to Marlene K. Sparkman, General Counsel, State Securities 
Board, P.O. Box 13167, Austin, Texas 78711-3167 or sent by 
facsimile to (512) 305-8336. 

The new rules are proposed under Texas Civil Statutes, Article 
581-28-1. Section 28-1 provides the Board with the authority to 
adopt rules and regulations necessary to carry out and imple-
ment the provisions of the Texas Securities Act, including rules 
and regulations governing registration statements and applica-
tions; defining terms; classifying securities, persons, and matters 
within its jurisdiction; and prescribing different requirements for 
different classes. 

The proposals regarding §133.15 and §133.16 affect Texas Civil 
Statutes, Articles 581-12, 581-13, 581-14, 581-15, and 581-18. 
The proposal regarding §133.17 affects Texas Civil Statutes, Ar-
ticle 581-7. 

§133.15. Texas Crowdfunding Portal Registration. 
This form is available from the State Securities Board, P.O. Box 13167, 
Austin, Texas 78711-3167 and at www.ssb.state.tx.us. 

§133.16. Texas Crowdfunding Portal Withdrawal of Registration. 
This form is available from the State Securities Board, P.O. Box 13167, 
Austin, Texas 78711-3167 and at www.ssb.state.tx.us. 

§133.17. Crowdfunding Exemption Notice. 
This form is available from the State Securities Board, P.O. Box 13167, 
Austin, Texas 78711-3167 and at www.ssb.state.tx.us. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 24, 2014. 
TRD-201401990 
John Morgan 
Securities Commissioner 
State Securities Board 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 305-8303 

♦ ♦ ♦ 

CHAPTER 139. EXEMPTIONS BY RULE OR 
ORDER 
7 TAC §139.25 
The Texas State Securities Board proposes new §139.25, con-
cerning intrastate crowdfunding exemption. The new rule would 
provide a registration exemption for securities offered in an in-
trastate crowdfunding offering. The filing used to claim the ex-
emption is new Form 133.17, which is being concurrently pro-
posed. New §115.19, concerning Texas crowdfunding portal reg-
istration and activities, is also being proposed to allow offers and 
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sales of the exempt securities to be made using a Texas crowd-
funding portal's Internet website. 

During the development of these proposals, the staff had dis-
cussions with a number of firms and individuals who are inter-
ested and have expertise in the area so their insight and con-
cerns could be considered. Federal crowdfunding proposals and 
provisions in other states were also reviewed. 

Under the proposal, the offering must comply with the federal in-
trastate offering exemption and Securities and Exchange Com-
mission ("SEC") Rule 147, so the securities do not have to be 
registered at the federal level. Accordingly, the issuer must be a 
Texas entity and the offers and sales limited to Texas residents. 
Some Rule 147 requirements have been incorporated into the 
proposed exemption to assist issuers in determining if they qual-
ify for the exemption. Rule 147 also places restrictions on resale 
of the securities and requires certain precautions against inter-
state offers. These are noted in subsection (k) of the proposal. 

The proposal is designed to assist small issuers conducting of-
ferings that are local in nature where many investors are likely to 
be part of the company's customer base or from the surrounding 
community that will benefit from the growth of local businesses 
and the jobs they provide. Accordingly, subsection (b)(2) ex-
cludes certain issuers from the exemption, including: (1) invest-
ment companies, which engage primarily in the business of in-
vesting in other securities; (2) SEC reporting companies; and (3) 
blind pool and blank check companies. 

The offering amount would be capped at $1 million in a 12-month 
period. This cap would be reduced by the amount received for 
sales of the issuer's securities that occur within six months be-
fore, during, or within six months after any offers or sales made 
in reliance upon the exemption. 

The issuer cannot accept more than $5,000 from a single pur-
chaser unless the purchaser is an accredited investor. Funds 
raised must be placed in an escrow account until the minimum 
target offering amount specified in the disclosure statement is 
reached. 

The proponents of crowdfunding argue that the hard work of 
making investment decisions--filtering out the best investments 
and limiting fraud--can be addressed in part by tapping the "wis-
dom of the crowd" over the Internet. Individuals interested in the 
crowdfunding campaign (members of the "crowd") share infor-
mation about the project or business with each other and use 
the information to decide whether to fund the campaign based 
on the collective "wisdom of the crowd." To facilitate this aspect 
of crowdfunding, subsection (h) of the proposal requires that in-
formation about the offering be posted on the Internet website for 
a minimum of 21 days before the securities may be sold. During 
this time, and for the course of the offering, all communications 
between the issuer, prospective purchasers, or investors must 
occur on the Internet website. The site must provide channels 
for potential purchasers and investors to communicate with each 
other, and those communications must be visible to others on the 
site. 

To alert interested persons to an offering, an issuer may distrib-
ute a limited notice stating the issuer is conducting an offering, 
giving the name of the general dealer or Texas crowdfunding por-
tal and a link to the Internet website. To keep the issuer from in-
advertently converting an intrastate offering to an interstate one, 
thereby losing the federal exemption, the proposal restricts dis-
tribution of the notice to within Texas and requires it to contain 

a disclaimer reflecting that the offering is limited to Texas resi-
dents and that offers and sales on the Internet website are made 
only to Texas residents. A similar disclaimer is required on the 
Internet website for the same reason. The site also must re-
quire evidence of Texas residency before allowing a person to 
view securities offering materials. As with securities, there is 
also an exclusion from federal registration available to dealers 
whose business is exclusively intrastate. The disclaimer, evi-
dence of residency requirement, and regulatory approach taken 
in the proposal appear adequate for purposes of characterizing 
the dealer's activities, as well as the securities offering, as one 
conducted intrastate. 

Subsection (i) requires that a disclosure statement be provided 
to each prospective purchaser on the Internet website. Material 
information and risk factors must be disclosed and topics to be 
addressed in the document noted. Additional guidance for con-
tent of the disclosure statement will be in a document prepared 
by the staff and posted on the Agency's website with other small 
business and crowdfunding information. Required disclosures, 
common to crowdfunding offerings generally, are in subsection 
(i)(2). These disclosures also appear in concurrently proposed 
§115.19, which requires a Texas crowdfunding portal to obtain 
an affirmative acknowledgment from the investor regarding the 
disclosures before investment is permitted. 

Many proponents of small business incentives cite the require-
ment to provide audited or reviewed financial statements pre-
pared in accordance with generally accepted auditing standards 
and generally accepted accounting principles as too costly for 
small businesses. Subsection (i)(3) allows the issuer's financial 
statements to be certified by its principal executive officer. How-
ever, if the issuer has audited or reviewed financial statements 
prepared within the last three years, such financial statements 
must also be provided. 

Payments to unregistered persons are prohibited by subsection 
(l), which also prohibits certain compensation arrangements and 
affiliations between an issuer and the general dealer or Texas 
crowdfunding portal operating the website on which its offering 
appears. 

To ensure that the exemption is not misused, subsection (m) con-
tains two types of disqualifications. Bad actor disqualifications 
are addressed in subsections (m)(2) and (m)(3). Issuers should 
be aware that, although a prior incident may not be a disquali-
fication under this proposal, it may still need to be disclosed to 
potential purchasers and investors if it is material information un-
der subsection (i)(1). Subsection (m)(4) prohibits offerings within 
a 12-month period by different issuers with common control per-
sons or where the proceeds of offerings by different issuers will 
be combined in a single plan of financing. 

Offerings made pursuant to the proposed exemption will not 
have to meet the filing requirements in the Texas Securities 
Act, §22.A, and Chapter 137 of the Board Rules (relating to 
Administrative Guidelines for Regulation of Offers) since those 
provisions do not apply to transactions exempt under §5, but 
a notice on new Form 133.17 must be filed with the Securities 
Commissioner along with a copy of the issuer's disclosure 
statement and the summary of the offering that appear on the 
Internet website. 

Patricia Loutherback, Director, Registration Division, and Joe 
Rotunda, Director, Enforcement Division, have determined that 
there will be fiscal implications as a result of enforcing or admin-
istering the rule on state, but not local government. 
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The effect on state government for the first five-year period the 
rule will be in effect is a potential decrease in revenue. Some 
issuers currently relying on the intrastate limited offering exemp-
tion available in §109.13(l) may choose instead to use the pro-
posed exemption. While §109.13(l) requires the payment of a 
notice filing fee (the lesser of $500 or 1/10 of 1.0% of the aggre-
gate amount of securities offered), new §139.25 does not. The 
number of filings made pursuant to §109.13(l) fluctuates every 
year. Therefore, how much revenue might be lost as a result of 
issuers switching to the new exemption is unknown, but it is not 
likely to be significant. Since 2011, 17 issuers filed the notice 
to claim the exemption in §109.13(l) for offerings of $1 million or 
less, amounting to $6,036.50 in total revenue. The majority of 
these fees--$3,416.50--were paid in 2012 when 10 notice filings 
were made. Only four filings for offerings of $1 million or less 
were made in 2011, two filings were made in 2013, and one fil-
ing has been made so far this year. Several other self-executing 
private offering exemptions are also used by small issuers un-
der current law. However, these self-executing exemptions do 
not require payment of any fee so if an issuer opts to pursue 
crowdfunding instead of using one of these exemptions, there 
would be no impact on revenue collected by the Agency. 

Ms. Loutherback and Mr. Rotunda also have determined that 
for each year of the first five years the rule is in effect the public 
benefit anticipated as a result of enforcing the rule will be to spur 
small business development in the state by allowing entrepre-
neurs and start-ups to raise capital through crowdfunding using 
the Internet. 

The proposed rule is designed to help grow startups and small 
businesses by making relatively low dollar offerings of securi-
ties less costly. Securities offerings in Texas are generally re-
quired to be registered, unless an exemption is available, and be 
sold by registered dealers or agents. The costs of conducting a 
registered offering, including legal, accounting, and registration 
fees, can be significant. Offering securities through a private 
placement exemption can also be complicated and costly. Legal 
counsel is often needed to ensure that restrictions on general so-
licitation and general advertising are not violated and purchaser 
qualification requirements are met. An exempt offering may also 
have notice filing requirements and fees associated therewith. 

There is an anticipated economic cost to entities that are 
required to comply with the crowdfunding exemption as pro-
posed, including preparing offering documents and disclosure 
statements, providing current, certified financial statements, 
and compensating portals for their listing services. Although 
there is no fee, a notice filing with the Securities Commissioner 
is also required. While such costs are not insignificant, they 
are less than the costs associated with registered or private 
offerings. Therefore, the effect on micro- or small businesses 
will most likely be a positive one. The anticipated impact on 
local employment is also expected to be positive. These small 
businesses, able to raise capital through crowdfunding, may be 
able to expand and provide additional jobs in the local commu-
nity. Since the rule will have no adverse economic effect on 
micro- or small businesses, preparation of an economic impact 
statement and a regulatory flexibility analysis is not required. 

Comments on the proposal to be considered by the Board should 
be submitted in writing within 30 days after publication of the 
proposed section in the Texas Register. Comments should be 
sent to Marlene K. Sparkman, General Counsel, State Securities 
Board, P.O. Box 13167, Austin, Texas 78711-3167 or sent by 
facsimile to (512) 305-8336. 

The new rule is proposed under Texas Civil Statutes, Articles 
581-5.T, 581-12.C, and 581-28-1. Section 5.T provides that the 
Board may prescribe new exemptions by rule. Section 12.C pro-
vides the Board with the authority to prescribe new dealer, agent, 
investment adviser, or investment adviser representative regis-
tration exemptions by rule. Section 28-1 provides the Board with 
the authority to adopt rules and regulations necessary to carry 
out and implement the provisions of the Texas Securities Act, in-
cluding rules and regulations governing registration statements 
and applications; defining terms; classifying securities, persons, 
and matters within its jurisdiction; and prescribing different re-
quirements for different classes. 

The proposal affects Texas Civil Statutes, Articles 581-7, 581-12, 
581-13, 581-14, 581-15, and 581-18. 

§139.25. Intrastate Crowdfunding Exemption. 
(a) General. The State Securities Board, pursuant to the Texas 

Securities Act (Act), §5.T, exempts from the securities registration re-
quirements of the Act, any offer or sale of securities of an issuer through 
a registered general dealer or a registered Texas crowdfunding portal, 
provided that all offers and sales made pursuant to the offering are made 
to Texas residents, completed solely within this state, and all the re-
quirements of this section are satisfied. 

(b) Issuer. 

(1) The issuer is an entity that has filed a certificate of for-
mation with the Texas Secretary of State, is organized under the laws 
of Texas, and is authorized to do business in Texas and: 

(A) At least 80% of the issuer's gross revenues during 
its most recent fiscal year prior to the offering are derived from the 
operation of a business in Texas; 

(B) At least 80% of the issuer's assets at the end of its 
most recent semiannual period prior to the offering are located in Texas; 

(C) The issuer will use at least 80% of the net proceeds 
of this offering in connection with the operation of its business within 
Texas; and 

(D) The principal office of the issuer is located in Texas. 

(2) The issuer is not, either before or because of the offer-
ing: 

(A) A company, that engaged or proposes to engage in 
the business of investing, reinvesting, owning, holding, or trading in 
securities; 

(B) Subject to the reporting requirements of the Secu-
rities and Exchange Act of 1934, §13 or §15(d), 15 U.S.C. §78m and 
§78o(d); or 

(C) a company that has not yet defined its business op-
erations, has no business plan, has no stated investment goal for the 
funds being raised, or that plans to engage in a merger or acquisition 
with an unspecified business entity. 

(c) Coordination with federal securities laws. The transaction 
meets the requirements of the federal exemption for intrastate offerings 
in the Securities Act of 1933, §3(a)(11), 15 U.S.C. §77c(a)(11), and 
Securities and Exchange Commission Rule 147, 17 CFR §230.147. 

(d) Offering. The offering must be made exclusively through 
an Internet website operated by a registered general dealer or registered 
Texas crowdfunding portal. All consideration received for all sales of 
the securities in reliance on this exemption shall not exceed $1 million 
in a 12-month period. This amount is reduced by the aggregate amount 
received for all sales of securities by the issuer in another offering that 
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does not take place prior to the six month period immediately preceding 
or after the six month period immediately following any offers or sales 
made in reliance upon this section. 

(e) Individual investments. The issuer will not accept more 
than $5,000 from any single purchaser unless the purchaser is an ac-
credited investor as defined in §107.2 of this title (relating to Defini-
tions). The issuer must have a reasonable basis for believing that the 
purchaser of a security under this section is a Texas resident and, if ap-
plicable, an accredited investor. 

(f) Escrow. All payments for purchase of securities offered un-
der this section are directed to and deposited in an escrow account with 
a bank or other depository institution located in Texas and organized 
and subject to regulation under the laws of the United States or under 
the laws of Texas, and will be held in escrow until the aggregate capital 
raised from all purchasers is equal to or greater than the minimum tar-
get offering amount specified in the disclosure statement as necessary 
to implement the business plan. Investors will receive a return of all 
their subscription funds if the target offering amount is not raised by 
the time stated in the disclosure statement. 

(g) Communications. 

(1) All communications between the issuer, prospective 
purchasers, or investors taking place during the offer of securities 
pursuant to this section must occur on the Internet website of the 
registered general dealer or Texas crowdfunding portal. During the 
time the offering appears on the Internet website, the website must 
provide channels through which potential purchasers and investors can 
communicate with one another and with representatives of the issuer 
about the offering. These communications must be visible to all those 
with access to the offering materials on the Internet website. 

(2) Notwithstanding the foregoing, the issuer may distrib-
ute a notice within Texas limited to a statement that the issuer is con-
ducting an offering, the name of the registered general dealer or portal 
through which the offering is being conducted and a link directing the 
potential investor to the dealer or portal's Internet website. The notice 
must contain a disclaimer that reflects that the offering is limited to 
Texas residents and offers and sales of the securities appearing on the 
Internet website are limited to persons that are Texas residents. 

(h) Internet website. 

(1) The Internet website operated by a registered general 
dealer or the Texas crowdfunding portal must meet the following re-
quirements: 

(A) the website must contain a disclaimer that reflects 
that access to securities offerings on the website is limited to Texas 
residents and offers and sales of the securities appearing on the website 
are limited to persons that are Texas residents; 

(B) evidence of residency within Texas is required as 
a condition of entry before viewing securities-related offering materi-
als on the website and before sale is made to a prospective purchaser. 
An affirmative representation made by a prospective purchaser that the 
prospective purchaser is a Texas resident and proof of at least one of 
the following would be considered sufficient evidence that the individ-
ual is a resident of this state: 

(i) a valid Texas driver license or official personal 
identification card issued by the State of Texas; 

(ii) a current Texas voter registration; or 

(iii) general property tax records showing the indi-
vidual owns and occupies property in this state as his or her principal 
residence; and 

(C) prior to offering an investment opportunity to resi-
dents of Texas and throughout the term of the offering, the registered 
general dealer or registered portal shall give the Securities Commis-
sioner access to the Internet website. 

(2) Information about the issuer and the offering posted on 
the Internet website, entry onto which is conditioned upon evidence of 
Texas residency, operated by the registered general dealer or registered 
portal consists of: 

(A) a copy of the disclosure statement required by sub-
section (i) of this section; 

(B) a summary of the offering, including: 

(i) a description of the entity, its form of business; 
principal office, history, business plan, and the intended use of the of-
fering proceeds, including compensation paid to any owner, executive 
officer, director, or manager; 

(ii) the identity of the executive officers, directors, 
and managers, including their titles and their prior experience and the 
identity of all persons owning more than 20% of the ownership interests 
of any class of securities of the company; and 

(iii) a description of the securities being offered and 
of any outstanding securities of the company, the amount of the offer-
ing, and the percentage ownership of the company represented by the 
offered securities. 

(3) The information required by paragraph (2) of this sub-
section must be made available on the Internet website to the Com-
missioner and potential investors for a minimum of 21 days before any 
securities are sold in the offering. 

(i) Disclosure statement. A disclosure statement must be made 
readily available and accessible to each prospective purchaser at the 
time the offer of securities is made to the prospective purchaser on 
the Internet website. The disclosure statement must contain all of the 
following: 

(1) Material information and risk factors. All information 
material to the offering, including, where appropriate, a discussion of 
significant factors that make the offering speculative or risky. Guidance 
on the categories of information to include can be found by reviewing 
the small business offering information provided by the Texas State Se-
curities Board on its Internet website. Topics to be addressed include, 
but are not limited to: 

(A) general description of the issuer's business; 

(B) history of the issuer's operations and organization; 

(C) management of the company and principal stock-
holders; 

(D) how the proceeds from the offering will be used; 

(E) financial information about the issuer; 

(F) description of the securities being offered; and 

(G) litigation and legal proceedings. 

(2) Disclosures. The issuer shall inform all prospective 
purchasers and investors of the following: 

(A) There is no ready market for the sale of the secu-
rities acquired from this offering; it may be difficult or impossible for 
an investor to sell or otherwise dispose of this investment. An investor 
may be required to hold and bear the financial risks of this investment 
indefinitely; 
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(B) The securities have not been registered under fed-
eral or state securities laws and, therefore, cannot be resold unless the 
securities are registered or qualify for an exemption from registration 
under federal and state law. 

(C) In making an investment decision, investors must 
rely on their own examination of the issuer and the terms of the offering, 
including the merits and risks involved; and 

(D) No federal or state securities commission or regula-
tory authority has confirmed the accuracy or determined the adequacy 
of the disclosure statement or any other information on this Internet 
website. 

(3) Financial statements. Issuers must provide current fi-
nancial statements certified by the principal executive officer to be true 
and complete in all material respects. If the issuer has audited or re-
viewed financial statements prepared within the last three years, such 
financial statements must also be provided to investors. 

(j) Notice filing. At least 21 days before an offer of securities is 
made in reliance on this section or use of any publicly available Internet 
website in an offering of securities in reliance on this section, the issuer 
shall file with the Securities Commissioner: 

(1) Form 133.17, Crowdfunding Exemption Notice; 

(2) the disclosure statement, required by subsection (i) of 
this section; and 

(3) the summary of the offering, required by subsection 
(h)(2)(B) of this section. 

(k) Resales of securities. The issuer and all its officers, direc-
tors, and employees shall make the disclosures required by SEC Rule 
147(e) and (f), 17 CFR §230.147(e) and (f). The issuer must place a leg-
end on the certificate or other document evidencing that the securities 
have not been registered and setting forth the limitations on resale con-
tained in SEC Rule 147(e), including that for a period of nine months 
from the date of last sale by the issuer of the securities in the offering, 
all resales by any person, shall be made only to Texas residents. 

(l) Commissions and remuneration. A commission or other re-
muneration shall not be paid or given, directly or indirectly, for the offer 
or sale of the securities unless the person receiving such compensation 
is registered in Texas as a dealer or agent or as a Texas crowdfunding 
portal. The issuer may not list its securities on the Internet website of 
a general dealer or portal that holds an interest in the issuer. The issuer 
may not compensate a general dealer or a portal by providing a finan-
cial interest in the issuer as compensation for services provided to or 
on behalf of the issuer. A general dealer or portal may not be affiliated 
with or under common control with an issuer whose securities appear 
on its Internet website. 

(m) Disqualifications. 

(1) For purposes of this subsection, "control person" means 
an officer; director; other person having the power, directly or indi-
rectly, to direct the management or policies of the issuer, whether by 
contract or otherwise; or a person that owns 20% or more of any class 
of the outstanding securities of the issuer. 

(2) This exemption is not available if the issuer, the issuer's 
predecessors, any affiliated issuer, or any control person of the issuer: 

(A) within the last five years, has filed a registration 
statement which is the subject of a currently effective registration stop 
order entered by any state securities administrator or the United States 
Securities and Exchange Commission; 

(B) within the last five years, has been convicted of any 
criminal offense in connection with the offer, purchase, or sale of any 
security, or involving fraud or deceit; 

(C) is currently subject to any state or federal admin-
istrative enforcement order or judgment, entered within the last five 
years, finding fraud or deceit in connection with the purchase or sale 
of any security; or 

(D) is currently subject to any order, judgment, or de-
cree of any court of competent jurisdiction, entered within the last five 
years, temporarily, preliminarily, or permanently restraining or enjoin-
ing such party from engaging in or continuing to engage in any conduct 
or practice involving fraud or deceit in connection with the purchase or 
sale of any security. 

(3) Paragraph (2) of this subsection shall not apply if: 

(A) the party subject to the disqualification is licensed 
or registered to conduct securities-related business in the state in which 
the order, judgment, or decree creating the disqualification was entered 
against such party; 

(B) before the first offer under this exemption, the state 
securities administrator, or the court or regulatory authority that entered 
the order, judgment, or decree, waives the disqualification; or 

(C) the issuer establishes it did not know and exercising 
reasonable care, based on a factual inquiry, could not have known that 
a disqualification existed under this subsection. 

(4) This exemption is not available to an issuer if: 

(A) a control person of the issuer is also a control person 
of another issuer that has made a securities offering in Texas within the 
previous 12-month period; 

(B) a control person of the issuer is also a control person 
of another issuer that is concurrently conducting a securities offering 
in Texas; or 

(C) the proceeds of the offering will be combined with 
the proceeds of a securities offering by another issuer as part of a single 
plan of financing. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401991 
John Morgan 
Securities Commissioner 
State Securities Board 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 305-8303 

TITLE 19. EDUCATION 

PART 2. TEXAS EDUCATION AGENCY 

CHAPTER 75. CURRICULUM 
SUBCHAPTER AA. COMMISSIONER'S 
RULES CONCERNING DRIVER EDUCATION 
STANDARDS OF OPERATION FOR PUBLIC 
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SCHOOLS, EDUCATION SERVICE CENTERS, 
AND COLLEGES OR UNIVERSITIES 
19 TAC §75.1005 
The Texas Education Agency (TEA) proposes an amendment to 
§75.1005, concerning driver education. The section establishes 
course requirements for a driver education course for minors and 
adults conducted by public schools, education service centers, 
and colleges or universities. The proposed amendment would 
add the requirement for water safety education and increase the 
number of hours of behind-the-wheel instruction from 20 to 30. 

House Bill (HB) 673, 82nd Texas Legislature, Regular Session, 
2011, required the Texas Parks and Wildlife Department to cre-
ate a driver training video for water safety education. HB 673 
also requires that the training video be incorporated into a driver 
training curriculum module for driver education instruction. Ad-
ditionally, HB 3483, 83rd Texas Legislature, Regular Session, 
2013, increased the required number of hours of behind-the-
wheel instruction from 20 to 30. 

The proposed amendment to 19 TAC §75.1005, Course Re-
quirements, would add recreational water safety as an instruc-
tional objective that must be provided to every student enrolled in 
a minor and adult driver education course and included in Mod-
ule Eleven: Consumer Responsibilities. The proposed amend-
ment would also increase from 20 to 30 the number of hours 
required for behind-the-wheel instruction in the presence of an 
adult who meets the requirements of Texas Transportation Code, 
§521.222(d)(2). 

In a separate proposal, the TEA proposes an amendment to 19 
TAC §176.1007, Courses of Instruction, to make corresponding 
changes to the driver education course for minors and adults 
found in 19 TAC Chapter 176, Driver Training Schools, Subchap-
ter AA, Commissioner's Rules on Minimum Standards for Oper-
ation of Licensed Texas Driver Education Schools. 

The proposed rule action would have no procedural or reporting 
implications. The proposed rule action would have no locally 
maintained paperwork requirements. 

Julie Beisert-Smith, director for regional education service cen-
ters, has determined that for the first five-year period the amend-
ment is in effect there will be no additional costs for state or local 
government as a result of enforcing or administering the amend-
ment. 

Ms. Beisert-Smith has determined that for each year of the 
first five years the amendment is in effect the public benefit 
anticipated as a result of enforcing the amendment will be the 
enhancement of public safety by requiring instruction on recre-
ational water safety and additional hours of behind-the-wheel 
instruction. There is no anticipated economic cost to persons 
who are required to comply with the proposed amendment. 

There is no direct adverse economic impact for small businesses 
and microbusinesses; therefore, no regulatory flexibility anal-
ysis, specified in Texas Government Code, §2006.002, is re-
quired. 

The public comment period on the proposal begins May 9, 2014, 
and ends June 9, 2014. Comments on the proposal may be 
submitted to Cristina De La Fuente-Valadez, Rulemaking, Texas 
Education Agency, 1701 North Congress Avenue, Austin, Texas 
78701, (512) 475-1497. Comments may also be submitted elec-
tronically to rules@tea.state.tx.us or faxed to (512) 463-5337. A 

request for a public hearing on the proposal submitted under the 
Administrative Procedure Act must be received by the commis-
sioner of education not more than 14 calendar days after notice 
of the proposal has been published in the Texas Register on May 
9, 2014. 

The amendment is proposed under the Texas Education Code 
(TEC), §29.9021, which authorizes the agency to incorporate by 
rule a curriculum module on recreational water safety into driver 
education instruction, and the TEC, §1001.101, which autho-
rizes the commissioner to establish or approve by rule the cur-
riculum to be used in a driver education course for minors and 
adults, which must include the requirement that students com-
plete specified hours of behind-the-wheel instruction. 

The amendment implements the TEC, §29.9021 and §1001.101. 

§75.1005. Course Requirements. 

(a) To be approved under this subchapter, a driver education 
plan shall include one or more of the following course programs. 

(1) Core program. This program shall consist of at least 32 
hours of classroom instruction; 7 hours of behind-the-wheel instruction 
in the presence of a certified instructor; 7 hours of in-car observation 
in the presence of a certified instructor; and 30 [20] hours of behind-
the-wheel instruction, including at least 10 hours of instruction that 
takes place at night, verified by a parent or guardian in the presence 
of an adult who meets the requirements of Texas Transportation Code, 
§521.222(d)(2). Under this plan, a student may receive only local credit 
for the course. 

(2) In-car only program. This program shall consist of at 
least 7 hours of behind-the-wheel instruction in the presence of a cer-
tified instructor; 7 hours of in-car observation in the presence of a cer-
tified instructor; and 30 [20] hours of behind-the-wheel instruction, in-
cluding at least 10 hours of instruction that takes place at night, verified 
by a parent or guardian in the presence of an adult who meets the re-
quirements of Texas Transportation Code, §521.222(d)(2). Under this 
plan, a student may receive only local credit for the course. 

(3) (No change.) 

(4) School day credit program. This program shall consist 
of at least one class period per scheduled day of school, for a semester 
(traditional, condensed, accelerated, block, etc.), covering the driver 
education classroom and in-car program of organized instruction or 
only the classroom program of organized instruction. This class tra-
ditionally consists of at least 56 hours of driver education classroom 
instruction and, if in-car instruction is provided, must include 7 hours 
of behind-the-wheel instruction in the presence of a certified instructor; 
7 hours of in-car observation in the presence of a certified instructor; 
and 30 [20] hours of behind-the-wheel instruction, including at least 
10 hours of instruction that takes place at night, verified by a parent 
or guardian in the presence of an adult who meets the requirements of 
Texas Transportation Code, §521.222(d)(2). Under this plan, a student 
may receive one-half unit of state credit toward graduation. 

(5) Non-school day credit program. This program shall 
consist of at least 56 hours of driver education classroom instruction, 
and, if in-car instruction is provided, must include 7 hours of behind-
the-wheel instruction in the presence of a certified instructor; 7 hours 
of in-car observation in the presence of a certified instructor; and 30 
[20] hours of behind-the-wheel instruction, including at least 10 hours 
of instruction that takes place at night, verified by a parent or guardian 
in the presence of an adult who meets the requirements of Texas Trans-
portation Code, §521.222(d)(2). Under this plan, a student may receive 
one-half unit of state credit toward graduation. 
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(6) Multi-phase school day or non-school day credit pro-
gram. This program shall consist of at least 40 hours of driver edu-
cation classroom instruction; 4 hours of behind-the-wheel instruction 
in the presence of a certified instructor; 8 hours of in-car observation 
in the presence of a certified instructor; 12 hours of simulator instruc-
tion in the presence of a certified instructor; and 30 [20] hours of be-
hind-the-wheel instruction, including at least 10 hours of instruction 
that takes place at night, verified by a parent or guardian in the pres-
ence of an adult who meets the requirements of Texas Transportation 
Code, §521.222(d)(2). Under this plan, a student may receive one-half 
unit of state credit toward graduation. 

(b) (No change.) 

(c) Course content, minimum instruction requirements, and 
administrative guidelines for each phase of driver education classroom 
instruction, in-car training (behind-the-wheel and observation), sim-
ulation, and multicar range shall include the instructional objectives 
established by the commissioner of education, as specified in this sub-
section, and meet the requirements of this subchapter. Sample instruc-
tional modules may be obtained from the Texas Education Agency 
(TEA). Schools may use sample instructional modules developed by 
the TEA or develop their own instructional modules based on the ap-
proved instructional objectives. The instructional objectives are orga-
nized into the modules outlined in this subsection and include objec-
tives for classroom and in-car training (behind-the-wheel and observa-
tion), simulation lessons, parental involvement activities, and evalua-
tion techniques. In addition, the instructional objectives that must be 
provided to every student enrolled in a minor and adult driver educa-
tion course include information relating to litter prevention; anatomical 
gifts; distractions, including the use of a wireless communication de-
vice that includes texting; motorcycle awareness; [and] alcohol aware-
ness and the effect of alcohol on the effective operation of a motor ve-
hicle; and recreational water safety. A student may apply to the Texas 
Department of Public Safety (DPS) for an instruction permit after com-
pleting six hours of instruction as specified in Module One if the stu-
dent is taking the course in a concurrent program. The minor and adult 
driver education program instructional objectives shall include: 

(1) - (10) (No change.) 

(11) Module Eleven: Consumer Responsibilities. The stu-
dent legally and responsibly performs reduced-risk driving practices in 
the HTS by: [attending to the vehicle requirements by making wise 
consumer decisions regarding vehicle use and ownership, vehicle in-
surance, environmental protection and litter prevention, and anatomi-
cal gifts.] 

(A) attending to the vehicle requirements by making 
wise consumer decisions regarding vehicle use and ownership; 

(B) vehicle insurance; 

(C) environmental protection and litter prevention; 

(D) anatomical gifts; and 

(E) recreational water safety. 

(12) (No change.) 

(d) - (j) (No change.) 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401994 

Cristina De La Fuente-Valadez 
Director, Rulemaking 
Texas Education Agency 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 475-1497 

CHAPTER 176. DRIVER TRAINING SCHOOLS 
SUBCHAPTER AA. COMMISSIONER'S 
RULES ON MINIMUM STANDARDS FOR 
OPERATION OF LICENSED TEXAS DRIVER 
EDUCATION SCHOOLS 
19 TAC §176.1007 
The Texas Education Agency (TEA) proposes an amendment to 
§176.1007, concerning driver training schools. The section es-
tablishes requirements for courses of instruction conducted by 
licensed Texas driver education schools, including a driver edu-
cation course for minors and adults. The proposed amendment 
would add the requirement for water safety education and in-
crease the number of hours of behind-the-wheel instruction from 
20 to 30. 

House Bill (HB) 673, 82nd Texas Legislature, Regular Session, 
2011, required the Texas Parks and Wildlife Department to cre-
ate a driver training video for water safety education. HB 673 
also requires that the training video be incorporated into a driver 
training curriculum module for driver education instruction. Ad-
ditionally, HB 3483, 83rd Texas Legislature, Regular Session, 
2013, increased the required number of hours of behind-the-
wheel instruction from 20 to 30. 

The proposed amendment to 19 TAC §176.1007, Courses of In-
struction, would add recreational water safety as an educational 
objective that must be provided to every student enrolled in a 
minor and adult driver education course. The proposed amend-
ment would also increase from 20 to 30 the number of hours 
required for behind-the-wheel instruction in the presence of an 
adult who meets the requirements of Texas Transportation Code, 
§521.222(d)(2). In addition, the proposed amendment would 
make a technical edit to update a statutory cross reference. 

In a separate proposal, the TEA proposes an amendment to 19 
TAC §75.1005, Course Requirements, to make corresponding 
changes to the driver education course for minors and adults 
found in 19 TAC Chapter 75, Curriculum, Subchapter AA, 
Commissioner's Rules Concerning Driver Education Standards 
of Operation for Public Schools, Education Service Centers, 
and Colleges or Universities. 

The proposed rule action would have no procedural or reporting 
implications. The proposed rule action would have no locally 
maintained paperwork requirements. 

Julie Beisert-Smith, director for regional education service cen-
ters, has determined that for the first five-year period the amend-
ment is in effect there will be no additional costs for state or local 
government as a result of enforcing or administering the amend-
ment. 

Ms. Beisert-Smith has determined that for each year of the 
first five years the amendment is in effect the public benefit 
anticipated as a result of enforcing the amendment will be the 
enhancement of public safety by requiring instruction on recre-
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ational water safety and additional hours of behind-the-wheel 
instruction. There is no anticipated economic cost to persons 
who are required to comply with the proposed amendment. 

There is no direct adverse economic impact for small businesses 
and microbusinesses; therefore, no regulatory flexibility anal-
ysis, specified in Texas Government Code, §2006.002, is re-
quired. 

The public comment period on the proposal begins May 9, 2014, 
and ends June 9, 2014. Comments on the proposal may be 
submitted to Cristina De La Fuente-Valadez, Rulemaking, Texas 
Education Agency, 1701 North Congress Avenue, Austin, Texas 
78701, (512) 475-1497. Comments may also be submitted elec-
tronically to rules@tea.state.tx.us or faxed to (512) 463-5337. A 
request for a public hearing on the proposal submitted under the 
Administrative Procedure Act must be received by the commis-
sioner of education not more than 14 calendar days after notice 
of the proposal has been published in the Texas Register on May 
9, 2014. 

The amendment is proposed under the Texas Education Code 
(TEC), §29.9021, which authorizes the agency to incorporate by 
rule a curriculum module on recreational water safety into driver 
education instruction, and the TEC, §1001.101, which autho-
rizes the commissioner to establish or approve by rule the cur-
riculum to be used in a driver education course for minors and 
adults, which must include the requirement that students com-
plete specified hours of behind-the-wheel instruction. 

The amendment implements the TEC, §29.9021 and §1001.101. 

§176.1007. Courses of Instruction. 
(a) (No change.) 

(b) This subsection contains requirements for driver education 
courses. All course content and instructional material shall include cur-
rent statistical data, references to law, driving procedures, and traffic 
safety methodology. For each course, curriculum documents and ma-
terials may be requested as part of the application for approval. 

(1) Minor and adult driver education course. 

(A) The driver education classroom phase for students 
age 14 and over shall consist of: 

(i) a minimum of 32 hours of classroom instruction. 
The in-car phase must consist of seven hours of behind-the-wheel in-
struction and seven hours of in-car observation in the presence of a 
person who holds a driver education instructor license; and 

(ii) 30 [20] hours of behind-the-wheel instruction, 
including at least 10 hours of nighttime instruction, in the presence 
of an adult who meets the requirements of Texas Transportation Code, 
§521.222(d)(2). The 30 [20] hours of instruction must be endorsed by 
a parent or legal guardian if the student is a minor. Simulation hours 
shall not be substituted for these 30 [20] hours of instruction. Driver 
education training endorsed by the parent is limited to one hour per day. 

(B) (No change.) 

(C) Driver education course curriculum content, mini-
mum instruction requirements, and administrative guidelines for class-
room instruction, in-car training (behind-the-wheel and observation), 
simulation, and multicar range shall include the educational objectives 
established by the commissioner of education in the Program of Or-
ganized Instruction in Driver Education and Traffic Safety (POI) and 
meet the requirements of this subchapter. In addition, the educational 
objectives that must be provided to every student enrolled in a minor 
and adult driver education course shall include information relating to 

litter prevention, anatomical gifts, leaving children in vehicles unat-
tended, distractions, motorcycle awareness, [and] alcohol awareness 
and the effect of alcohol on the effective operation of a motor vehicle, 
and recreational water safety. 

(D) - (V) (No change.) 

(2) Driver education course exclusively for adults. Courses 
offered in a traditional classroom setting or online to persons who are 
age 18 to under 25 years of age for the education and examination re-
quirements for the issuance of a driver's license under Texas Trans-
portation Code, §521.222(c) and §521.1601, must be offered in accor-
dance with the following guidelines. 

(A) (No change.) 

(B) Online approval process. The commissioner may 
approve a driver education course exclusively for adults to be offered 
online if the course meets the following requirements. 

(i) - (iii) (No change.) 

(iv) Course content. The online course must meet 
the requirements of the course identified in the TEC, §1001.1015 
[§1001.101(a)(2)]. 

(I) - (VI) (No change.) 

(v) - (xiii) (No change.) 

(3) - (4) (No change.) 

(c) - (i) (No change.) 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401995 
Cristina De La Fuente-Valadez 
Director, Rulemaking 
Texas Education Agency 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 475-1497 

TITLE 25. HEALTH SERVICES 

PART 7. TEXAS MEDICAL 
DISCLOSURE PANEL 

CHAPTER 601. INFORMED CONSENT 
25 TAC §§601.2, 601.3, 601.9 
The Texas Medical Disclosure Panel (panel) proposes amend-
ments to §§601.2, 601.3, and 601.9 concerning informed con-
sent. 

BACKGROUND AND PURPOSE 

These amendments are proposed in accordance with the Civil 
Practice and Remedies Code, §74.102, which requires the panel 
to determine which risks and hazards related to medical care and 
surgical procedures must be disclosed by health care providers 
or physicians to their patients or persons authorized to consent 
for their patients and to establish the general form and substance 
of such disclosure. Section 601.2 contains the List A procedures 
requiring full disclosure of specific risks and hazards to patients 
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before being undertaken; §601.3 contains the List B procedures 
for which no disclosure of specific risks and hazards is required; 
and §601.9 contains the consent form for anesthesia and/or pe-
rioperative pain management. 

SECTION-BY-SECTION SUMMARY 

The proposed amendment to §601.2 is to revise subsection (h), 
titled "Hematic and lymphatic system," and to add a new subsec-
tion (u), titled "Dental Surgery Procedures," to the List A proce-
dures included in this rule which require full disclosure to patients 
of the specific risks and hazards associated with the procedure 
before consenting to it. 

The proposed amendment to §601.3, the List B procedures 
requiring no disclosure of specific risks and hazards, removes 
"other forms of regional anesthesia" under subsection (a), titled 
"Anesthesia," leaving only "Local" anesthesia in the subsection. 

The proposed amendment to §601.9 revises the English and 
Spanish versions of the Disclosure and Consent Form for 
Anesthesia and/or Perioperative Pain Management (Analgesia) 
to add "Deep Sedation" and "Moderate Sedation" as two new 
items on the consent form. 

FISCAL NOTE 

Renee Clack, Section Director, Health Care Quality Section, has 
determined that for each year of the first five years that the sec-
tions will be in effect, there will be no fiscal impact to state or 
local governments as a result of administering the sections as 
proposed. 

SMALL AND MICRO-BUSINESS IMPACT ANALYSIS 

Ms. Clack also has determined that there are no anticipated eco-
nomic costs to small businesses or micro-businesses that are 
required to comply with the amendments as proposed because 
regulated facilities already have an obligation to disclose risks 
and hazards related to medical care and surgical procedures. 
The amendments will not add additional costs. 

ECONOMIC COSTS TO PERSONS AND IMPACT ON LOCAL 
EMPLOYMENT 

There will be no economic costs to persons required to comply 
with the sections as proposed, and there will be no impact on 
local employment. 

PUBLIC BENEFIT 

In addition, Ms. Clack also has determined that for each year of 
the first five years the sections are in effect, the public benefit an-
ticipated as a result of enforcing or administering these amended 
disclosure rules will be that patients are better informed about 
the risks and hazards related to dental surgical procedures they 
are considering in connection with deciding whether to consent 
to them. 

REGULATORY ANALYSIS 

The panel has determined that this proposal is not a "major en-
vironmental rule" as defined by Government Code, §2001.0225. 
"Major environmental rule" is defined to mean a rule the spe-
cific intent of which is to protect the environment or reduce risk 
to human health from environment exposure and that may ad-
versely affect, in a material way, the economy, a sector of the 
economy, productivity, competition, jobs, the environment or the 
public health and safety of a state or a sector of the state. This 
proposal is not specifically intended to protect the environment 
or reduce risks to human health from environmental exposure. 

TAKINGS IMPACT ASSESSMENT 

The panel has determined that the proposal does not restrict or 
limit an owner's right to his or her property that would otherwise 
exist in the absence of government action and, therefore, does 
not constitute a taking under Government Code, §2007.043. 

PUBLIC COMMENT 

Comments on the proposal may be submitted to Pamela Adams, 
Program Specialist, Facility Licensing Group, Regulatory Li-
censing Unit, Division of Regulatory Services, Department of 
State Health Services, Mail Code 2835, P.O. Box 149347, 
Austin, Texas 78714-9347, (512) 834-6600, extension 2607, or 
by email to pamela.adams@dshs.state.tx.us. Comments will 
be accepted for 30 days following publication of the proposal in 
the Texas Register. 

STATUTORY AUTHORITY 

The amendments are authorized under the Civil Practice and 
Remedies Code, §74.102, which provides the Texas Medical 
Disclosure Panel with the authority to prepare lists of medical 
treatments and surgical procedures that do and do not require 
disclosure by physicians and health care providers of the pos-
sible risks and hazards and to prepare the form(s) for the treat-
ments and procedures which do require disclosure. 

The amendments affect Civil Practice and Remedies Code, 
Chapter 74. 

§601.2. Procedures Requiring Full Disclosure of Specific Risks and 
Hazards--List A. 

(a) - (g) (No change.) 

(h) Hematic and lymphatic system. 

(1) Transfusion of blood and blood components. 

(A) Serious infection including but not limited to Hep-
atitis and HIV which can lead to organ damage and permanent impair-
ment. 

(B) Transfusion related injury resulting in impairment 
of lungs, heart, liver, kidneys, and immune system. 

(C) Sever allergic reaction, potentially fatal.
 

[(A) Fever.]
 

[(B) Transfusion reaction which may include kidney
 
failure or anemia.] 

[(C) Heart failure.] 

[(D) Hepatitis.] 

[(E) AIDS (acquired immune deficiency syndrome).] 

[(F) Other infections.] 

(2) (No change.) 

(i) - (t) (No change.) 

(u) Dental Surgery Procedures. 

(1) Oral surgery. 

(A) Extraction (removing teeth). 

(i) Dry socket (inflammation in the socket of a 
tooth). 

(ii) Permanent or temporary numbness or altered 
sensation. 
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(iii) Sinus communication (opening from tooth 
socket into the sinus cavity). 

(iv) Fracture of alveolus and/or mandible (upper 
and/or lower jaw). 

(B) Surgical exposure of tooth in order to facilitate or-
thodontics. 

(i) Injury to tooth or to adjacent teeth and structures. 

(ii) Failure to get proper attachment to tooth requir-
ing additional procedure. 

(2) Endodontics (deals with diseases of the dental pulp). 

(A) Apicoectomy (surgical removal of root tip or end of 
the tooth, with or without sealing it). 

(i) Shrinkage of the gums and crown margin expo-
sure. 

(ii) Sinus communication (opening from tooth 
socket into the sinus cavity). 

(iii) Displacement of teeth or foreign bodies into 
nearby tissues, spaces, and cavities. 

(B) Root amputation (surgical removal of portion of 
one root of a multi-rooted tooth). 

(i) Shrinkage of the gums and crown margin expo-
sure. 

(ii) Sinus communication (opening from tooth 
socket into the sinus cavity). 

(iii) Displacement of teeth or foreign bodies into 
nearby tissues, spaces, and cavities. 

(C) Root canal therapy (from an occlusal access in order 
to clean and fill the canal system). 

(i) Instrument separation (tiny files which break 
within the tooth canal system). 

(ii) Fenestration (penetration of walls of tooth into 
adjacent tissue). 

(iii) Failure to find and/or adequately fill all canals. 

(iv) Expression of irrigants or filling material past 
the apex of the tooth (chemicals used to clean or materials used to fill 
a root may go out the end of the root and cause pain or swelling). 

(v) Damage to adjacent tissues from irrigants or 
clamps. 

(vi) Fracture or loss of tooth. 

(3) Periodontal surgery (surgery of the gums). 

(A) Gingivectomy and gingivoplasty (involves the re-
moval of soft tissue). 

(i) Tooth sensitivity to hot, cold, sweet, or acid 
foods. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(B) Anatomical crown exposure (removal of enlarged 
gingival tissue and supporting bone to provide an anatomically correct 
gingival relationship). 

(i) Tooth sensitivity to hot, cold, sweet, or acid 
foods. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(C) Gingival flap procedure, including root plan-
ing (soft tissue flap is laid back or removed to allow debridement 
(cleaning) of the root surface and the removal of granulation tissue 
(unhealthy soft tissue)). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Tooth sensitivity to hot, cold, sweet, or acid 
foods. 

(iii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(D) Apically positioned flap (used to preserve kera-
tinized gingival (attached gum tissue) in conjunction with osseous 
resection (removal) and second stage implant procedure). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(E) Clinical crown lengthening (removal of gum tissue 
and/or bone from around tooth). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(F) Osseous surgery--including flap entry and closure 
(modification of the bony support of the teeth). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Tooth sensitivity to hot, cold, sweet, or acid 
foods. 

(iii) Loss of tooth. 

(iv) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(G) Guided tissue regeneration--resorbable barrier. 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Accidental aspiration (into the lungs) of foreign 
matter. 

(iii) Rejection of donor materials. 

(H) Guided tissue regeneration--nonresorbable barrier 
(includes membrane removal). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(iii) Accidental aspiration (into the lungs) of foreign 
matter. 

(iv) Rejection of donor materials. 

(I) Pedicle soft tissue graft procedure. 
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(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(iii) Rejection of donor materials. 

(J) Free soft tissue graft protection--including donor 
site surgery. 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(iii) Rejection of graft. 

(K) Sub epithelial connective tissue graft procedures. 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(iii) Rejection of graft. 

(L) Distal or proximal wedge procedure (taking off gum 
tissue from the very back of the last tooth or between teeth). Shrinkage 
of the gums upon healing resulting in teeth appearing longer and greater 
spaces between some teeth. 

(M) Soft tissue allograft and connective tissue double 
pedicle graft from below (creates or augments gum tissue). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Tooth sensitivity to hot, cold, sweet, or acid 
foods. 

(iii) Shrinkage of the gums upon healing resulting in 
teeth appearing longer and greater spaces between some teeth. 

(4) Implant procedures. 

(A) Bone grafting (replacing missing bone). 

(i) Permanent or temporary numbness or altered 
sensation. 

(ii) Rejection of bone particles or graft from donor 
or recipient sites. 

(iii) Damage to adjacent teeth or bone. 

(B) Surgical placement of implant body. 

(i) Blood vessel or nerve injury. 

(ii) Damage to adjacent teeth or bone fracture. 

(iii) Sinus communication (opening from tooth 
socket into the sinus cavity). 

(iv) Failure of implant requiring corrective surgery. 

(v) Cyst formation, bone loss, or gum disease around 
the implant. 

§601.3. Procedures Requiring No Disclosure of Specific Risks and 
Hazards--List B. 

(a)	 Anesthesia. 

[(1)] Local. 

[(2) Other forms of regional anesthesia.] 

(b) - (t) (No change.) 

§601.9. Disclosure and Consent Form for Anesthesia and/or Periop-
erative Pain Management (Analgesia). 

The Texas Medical Disclosure Panel adopts the following form which 
shall be used to provide informed consent to a patient or person au-
thorized to consent for the patient of the possible risks and hazards 
involved in anesthesia and/or perioperative pain management (analge-
sia). Providers shall have the form available in both English and Span-
ish language versions. Both versions are available from the Department 
of State Health Services. 

(1) English form. 
Figure: 25 TAC §601.9(1) 
[Figure: 25 TAC §601.9(1)] 

(2) Spanish form. 
Figure: 25 TAC §601.9(2) 
[Figure: 25 TAC §601.9(2)] 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402022 
Lisa Hernandez 
General Counsel 
Texas Medical Disclosure Panel 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 776-6972 

TITLE 28. INSURANCE 

PART 1. TEXAS DEPARTMENT OF 
INSURANCE 

CHAPTER 5. PROPERTY AND CASUALTY 
INSURANCE 
SUBCHAPTER M. FILING REQUIREMENTS 
The Texas Department of Insurance proposes amendments to 
28 TAC Chapter 5, Subchapter M, Division 4, §5.9310; Division 
5, §5.9320; Division 7, §§5.9340 - 5.9342; Division 8, §§5.9350 
- 5.9352; Division 9, §5.9355 and §5.9357; Division 10, §5.9360 
and §5.9361; and new Division 5, §5.9321 and §5.9322 and 
Division 6, §§5.9330 - 5.9337, concerning filing requirements. 
These amendments and new sections are necessary to conform 
the rules to the statute, improve clarity and transparency, and 
adjust the rules for compatibility with the System for Electronic 
Rate and Form Filing (SERFF). In conjunction with these pro-
posed amendments and new sections, the repeal of Division 6, 
§§5.9330 - 5.9332, is also proposed in this issue of the Texas 
Register. The following section-by-section summary provides 
detailed descriptions of these changes. 

Amended §5.9310. Property and Casualty Transmittal Informa-
tion and General Filing Requirements. This amended section 
replaces the TDI Property and Casualty Filing Transmittal form 
with general transmittal information requirements. This transmit-
tal information consists of the company and group names and 
company and group NAIC numbers, whether the filing is new or 
replaces an existing filing, the line of insurance, the type of filing, 
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the proposed effective date, and contact information. If appli-
cable, the required transmittal information also includes the TDI 
file number of the replaced filing, and the TDI file number of any 
associated or companion filings of a different filing type. For ex-
ample, the transmittal information for a rate filing must include 
the TDI file number of an associated form filing. The amend-
ment removes the definition of "line of insurance" to accommo-
date SERFF filings, which use the NAIC Uniform Property and 
Casualty Product Coding Matrix. 

Amended §5.9310 also contains new language that defines 
multi-peril insurance as "policies and rates for two or more lines 
of insurance that are subject to regulation under Insurance 
Code Chapters 2251 and 2301." TDI adds this language to the 
section because Insurance Code Chapters 2251 and 2301 refer 
to multi-peril insurance but do not define it. 

Amended §5.9310(e) contains new language regarding use of 
the word "copyright." This section clarifies that marking docu-
ments "copyright" will not affect how TDI will treat their availabil-
ity or openness under the relevant statute. Rate filings under In-
surance Code Chapter 2251 that are marked "copyright" will be 
subject to Government Code Chapter 552, while form filings un-
der Insurance Code Chapter 2301 and rate filings under Chap-
ters 2053 and 3502 marked "copyright" will be open for public 
inspection. The intent of the new language is to give filers notice 
as to what is subject to public disclosure, and the possible public 
disclosure methods. TDI will continue to comply with copyright 
law in making documents open or available for public disclosure. 

Amended §5.9320. Required Information for the Preparation 
and Submission of Policy Form, Endorsement, and Manual Rule 
(Other than Rating Manual) Filings. This section specifies the fil-
ing requirements for property and casualty policy form, endorse-
ment, and manual rule filings submitted under Insurance Code 
Chapters 2052, 2251, 2301, and 3502. The filing requirements 
in §5.9320 are in addition to those in §5.9310 (relating to Prop-
erty and Casualty Transmittal Information and General Filing Re-
quirements). 

Section 5.9320(f) consists of new language on public informa-
tion. To the extent that a filing submitted through SERFF includes 
contact information, the filer affirmatively consents, as contem-
plated by Government Code §552.137, to the release and disclo-
sure of the contact information, including any email addresses. 
The filer also certifies that each person associated with an email 
address contained in the filing has affirmatively consented to the 
release and disclosure of that email address. TDI will make fil-
ings submitted through SERFF available for public disclosure us-
ing SERFF. TDI cannot restrict contact information from public 
disclosure within SERFF. Filers who do not consent to the re-
lease and disclosure of contact information, or who cannot make 
the certification the rule requires, should not file using SERFF. 

Section 5.9320(g) amends language regarding an incomplete fil-
ing under Division 5 and describes how TDI will process incom-
plete filings. 

Section 5.9320(h) and (i) contain new language to make the rule 
consistent with TDI's transition to SERFF. TDI will no longer ac-
cept filings submitted under Division 5 with rate filings or any 
other filings submitted under Subchapter M. TDI will no longer 
accept manual rule filings with any other filings submitted under 
Division 5. 

Proposed §5.9321. Request for Deemer Period Waiver. This 
section allows insurers to waive the time periods in Insurance 

Code §2301.006, after which a form is deemed approved if the 
commissioner has not disapproved it. 

Proposed §5.9322. Insurers Providing Coverage Through a Pur-
chasing Group. This section provides that insurers that provide 
coverage to participants in a purchasing group must comply with 
the filing requirements in Division 5. 

Proposed §5.9322 also reminds insurers writing commercial 
group property insurance that they must comply with Insurance 
Code §2171.003 and file a policy form with the commissioner 
before using the policy form for a group of businesses or an 
association in which each member of the group or association 
is not a large risk. 

Proposed §5.9330. Purpose. Proposed §5.9330 sets out the 
purpose of Division 6, which is to specify requirements for rate 
filings under Insurance Code Chapters 2053, 2251, and 3502. 
This division governs rates and related concepts including 
prospective loss costs, loss cost multipliers, rating manuals, 
other supplementary rating information, and information con-
cerning fees or other amounts charged or collected by an 
insurer in connection with a policy. Proposed §5.9330 contains 
nonsubstantive changes to conform the section to statutory 
recodifications. 

Proposed §5.9331. Definitions. Proposed §5.9331 defines 
certain terms used in Division 6. Because Insurance Code 
§2251.101(b)(1)(C) requires the commissioner to adopt rules on 
fee information included in filings, proposed §5.9331 contains 
new language defining fees. 

"Other amounts" in the definition of fees refers to amounts such 
as recoveries for assessments under Insurance Code Chapter 
2007 for rural fire protection or fees for the Automobile Burglary 
and Theft Prevention Authority. Insurers must file these amounts 
or fees so that the commissioner may consider them as they 
affect insurance rates and the amounts charged to policyholders. 

Proposed §5.9331(4) defines and gives examples of a new type 
of filing called the "short track filing." Short track filings are those 
for which TDI requires limited supporting information to deter-
mine compliance with Texas statutes and rules. TDI will main-
tain a list of qualifying types of filings on its website. Proposed 
§5.9334(g) lists information required in short track filings. 

Proposed §5.9332. Categories of Supporting Information. As 
Insurance Code §2251.101(b)(1)(A) requires, proposed §5.9332 
determines categories of supporting information. Some of the 
categories appear in the current §5.9332, and others are new. 
The proposed rule does not require each category for all filings; 
instead, §5.9334 details when each category is required. 

The categories of supporting information in both the current rule 
and the proposed rule are "actuarial support," "rate change in-
formation," "historical premium and loss information," "historical 
and projected expense information," "loss cost information for 
reference filings," and "profit provision information." These cat-
egories are in paragraphs (3), (7), (8), (9), (10), and (11) of the 
proposed rule. Some of the categories of supporting information 
in the proposed rule differ substantively from the current rule. 
For example, new language in the "actuarial support" category 
describes three subcategories - rate indications, relativity anal-
ysis, and other actuarial support. The "rate change information" 
category now specifies a six-year rate change history. New lan-
guage in the "historical and projected expense information" cat-
egory addresses additional expense provisions, such as the net 
cost of reinsurance or an expense offset from fee income. "Loss 
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cost information for reference filings" now includes supporting 
documentation for loss cost modification factors other than 1.00. 

The proposed §5.9332 contains categories of supporting infor-
mation that are not listed as distinct categories of supporting 
information in the current §5.9332, but which TDI has requested 
or filers have included as supporting documentation with filings 
under the current rule. These categories are "actuarial memo-
randum," "SERFF rate data," "policyholder impact information," 
"average rate change by county," "side-by-side comparison," 
"mark-up," "sample premium impacts by selected ZIP codes," 
and "other information" in paragraphs (2), (4), (5), (6), (12), (13), 
(14), and (16) in the proposed rule, respectively. The "SERFF 
rate data" category applies to all filers, whether or not they use 
SERFF. 

The proposed §5.9332 contains two new categories of support-
ing information, "rate filing checklists" and "rate filing templates," 
which are in paragraphs (1) and (15) of the proposed rule. The 
checklists and the template should provide clarity to filers. In-
surers must submit a rate filing checklist with each filing. Use of 
rate filing templates, which TDI will make available to insurers, is 
optional; but they are a convenient way for insurers to file certain 
supporting information. 

Proposed §5.9333. Categories of Supplementary Rating In-
formation. As Insurance Code §2251.101(b)(1)(A) requires, 
proposed §5.9333 determines categories of supplementary 
rating information. The section elaborates on the definition 
of supplementary rating information found in Insurance Code 
§2251.002(7), so as to name some of the kinds of "similar infor-
mation" insurers may use to determine the applicable premium 
for an insured. This information includes rating algorithms and 
rating plans. Proposed §5.9333(5) makes clear that "classifi-
cation system" refers to criteria used to place individual risks 
into groupings for rating purposes, regardless of whether the 
groupings are called tiers, categories, or some other term. 

Proposed §5.9334. Requirements for Rate Filing Submissions. 
This section describes submission requirements for workers' 
compensation rate filings, rate filings for insurance governed 
by Insurance Code Chapter 2251, and mortgage guaranty 
insurance rate filings. 

Section 5.9334(b) specifies that for rates governed by Insurance 
Code Chapter 2251, insurers must file any new or revised rates, 
rating manuals, rating rules, all other supplementary rating infor-
mation, and fees. This information may be used on and after the 
date of the filing. Subsection (b) has new language to conform 
the rule to new language in Insurance Code §2251.101(a). 

Section 5.9334(e) contains a revised description of the memo-
randum that must accompany each filing. The filing memoran-
dum must explain the purpose of the filing, describe each change 
the filing would make, and summarize any related form or en-
dorsement filings. 

Section 5.9334(f) describes which categories of supporting in-
formation, defined in §5.9332, insurers must include with which 
filings under Division 6. The goal of subsection (f) is to aid insur-
ers in filing sufficient supporting information for TDI to determine 
whether a filing produces rates that are not excessive, inade-
quate, unreasonable, or unfairly discriminatory for the risks to 
which they apply. Section 5.9334(f)(7) requires all owner-occu-
pied homeowner and personal automobile filings to include pol-
icyholder impact information if they will result in minimum and 
maximum policyholder impacts which differ by more than five 

percentage points. TDI does not intend to discourage any filings 
with this requirement; but TDI does intend to get information on 
how many policyholders the rate change will affect. 

Insurers submitting short track filings under §5.9334(g) or who 
qualify for the reduced filing requirements under Division 9 will 
not need to file all the supporting information required under Di-
vision 6. 

Section 5.9334(g) describes which categories of supporting in-
formation insurers must file with short track filings, which are de-
fined in §5.9331(b)(4). 

Section 5.9334(h) requires that filings be legible, accurate, inter-
nally consistent, and complete. Paragraphs (1) - (5) list specific 
standards that, when followed, will facilitate TDI's review of the 
filings. 

Subsection (i) addresses public information received with a fil-
ing. Filers submitting through SERFF affirmatively consent, as 
contemplated by Government Code §552.137, to the release of 
any contact information, including email addresses, disclosed in 
a filing. Filers submitting through SERFF also certify that each 
person associated with an email address contained in the filing 
has affirmatively consented to the release and disclosure of that 
email address. TDI will make filings submitted through SERFF 
available for public disclosure using SERFF. TDI cannot restrict 
contact information within SERFF from public disclosure. Filers 
who do not consent to the release and disclosure of contact in-
formation, or who cannot make the certification the rule requires, 
should not file using SERFF. 

For documents filed under Insurance Code Chapter 2251, in-
surers must mark each page of documents they consider confi-
dential and excepted from disclosure under Government Code 
Chapter 552. TDI does not consider loss cost multipliers, rates, 
rating factors and relativities, rating manuals, fees, and summary 
information about the rate filing as excepted from disclosure un-
der Government Code Chapter 552. Subsection (i) also lists 
categories of supporting information under Chapter 2251 that 
will not be considered excepted from disclosure under Govern-
ment Code Chapter 552. Filings under Insurance Code Chap-
ters 2053 and 3502 will be open for public inspection. TDI will 
comply with copyright law in making documents open or avail-
able for public disclosure. 

Subsection (k) directs insurers to the Filings Made Easy Guide 
on TDI's website for rate filing templates or exhibits they may use 
to display supporting information. 

Subsection (l) contains new language to make the rule consistent 
with TDI's transition to SERFF. TDI will no longer accept filings 
submitted under Division 6 with form filings or any other filings 
submitted under Subchapter M. 

Proposed §5.9335. Requests for Information. In compliance 
with Insurance Code §2251.101(b)(2), proposed §5.9335 pre-
scribes the process by which TDI may request additional supple-
mentary rating information and supporting information. Section 
5.9335(b) defines a fully responsive answer to a request. 

Section 5.9335(c) explains that additional information may in-
clude a comprehensive set of rates, rating manuals, rating rules, 
fees, and all other supplementary rating information when an in-
surer has filed a revision to previously filed rates, rating manuals, 
rating rules, fees, and all other supplementary rating information. 
This will improve TDI's understanding of the revision by enabling 
comparison of the revision with the comprehensive set of rates. 
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Section 5.9335(d) limits to five the number of times TDI may re-
quest additional supplementary rating information and limits to 
five the number of times TDI may request additional supporting 
information. Follow-up requests for information necessitated by 
an incomplete response, requests for clarification of an unclear 
response, and requests for information that would have been in-
cluded in a complete filing will not count against the limits. Sec-
tion 5.9335(e) gives examples of requests necessary to make a 
filing complete. 

Proposed §5.9336. Request for Information Limit Waiver. This 
section would enable an insurer to waive the limits §5.9335 
places on the number of times TDI may request additional 
supplementary rating information and supporting information. 

Proposed §5.9337. Insurers Providing Coverage Through a Pur-
chasing Group. This section provides that insurers providing 
coverage to participants in a purchasing group must comply with 
the filing requirements in Division 6. 

Amended §5.9340. Purpose. This section is amended to specify 
underwriting guideline filing requirements under Insurance Code 
§38.003. In addition, nonsubstantive amendments conform this 
section to statutory recodifications. 

Amended §5.9341. Definitions. Nonsubstantive amendments 
conform this section to statutory recodifications. 

Amended §5.9342. Filing Requirements. This section is 
amended to specify underwriting guideline filing requirements 
under Insurance Code §38.003, which insurers must follow 
only if TDI requests underwriting guidelines under that section. 
Amendments to this section conform the filing requirements 
for underwriting guidelines for personal automobile, residential 
property, and workers' compensation insurance to the changes 
in Division 4. The filing transmittal information required in 
§5.9310 (relating to Property and Casualty Transmittal Informa-
tion and General Filing Requirements) must accompany each 
underwriting guideline filing or update to underwriting guideline 
filings. The amended section also states that all underwriting 
guideline filings must relate to only one line of insurance. 

Amended §5.9350. Purpose. Nonsubstantive amendments 
conform this section to statutory recodifications. 

Amended §5.9351. Definitions. Nonsubstantive amendments 
conform this section to statutory recodifications and current TDI 
style. 

Amended §5.9352. Filing Requirements. Amendments to this 
section conform the filing requirements for credit scoring models 
to the changes in Division 4. The amendments in subsection (b) 
impose the same requirements on insurers that file credit scor-
ing models themselves and those that reference a credit scoring 
model filed by another entity on behalf of an insurer. Subsection 
(b)(2) adds tiering as a use for credit scoring. This reflects the 
increased use of tiering in the Texas market. Subsection (b)(3) 
requires the completion of a questionnaire to verify that the in-
surer's use of the model complies with Insurance Code Chapter 
559. 

Subsection (c) describes how TDI will treat information received 
with a filing. Insurers submitting through SERFF affirmatively 
consent, as contemplated by Government Code §552.137, to 
the release of any contact information included with a filing. The 
filer also certifies that each person associated with an email ad-
dress contained in the filing has affirmatively consented to the re-
lease and disclosure of that email address. TDI will make filings 
submitted through SERFF available for public disclosure using 

SERFF. TDI cannot restrict contact information from public dis-
closure within SERFF. Filers who do not consent to the release 
and disclosure of contact information, or who cannot make the 
certification the rule requires, should not file using SERFF. 

New subsections (e) and (f) state that all filings for credit scoring 
models must relate to only one line of insurance and that the 
credit scoring model must be refiled before it may be used for 
another line of insurance that was not identified in the original 
filing. 

Consistent with TDI's use of SERFF, amended §5.9352 no 
longer addresses credit scoring model filings by insurer groups 
or groups of affiliated insurers. 

Amended §5.9355. Purpose. Nonsubstantive amendments 
conform this section to statutory recodifications. 

Amended §5.9357. Filing Requirements. Amended §5.9357 
lists the filing requirements for the three classes of insurers who 
qualify for reduced rate filing requirements under Insurance 
Code Chapter 2251, Subchapters E and F. The amendments 
conform §5.9357 to proposed Division 6 (relating to Filings 
Made Easy - Requirements for Rate Filings). 

Section 5.9357(a) and (c) contain nonsubstantive amendments 
to the provisions on county mutual insurers writing only nonstan-
dard personal automobile insurance and insurers writing resi-
dential property insurance in underserved areas. Both must file 
in compliance with Division 6, but need not provide some of the 
supporting information required in §5.9334(f). 

Amended §5.9357(d) specifies that insurers submitting a filing 
under Division 9 must still comply with 28 TAC §5.9941 and 
§5.9960 (relating to Differences in Rates Charged Due Solely 
to Difference in Credit Scores and Exception to Rating Terri-
tory Requirements under §2253.001 of the Insurance Code). 
The amendments remove a redundant sentence but do not 
change this requirement. Amended §5.9357(d) also specifies 
that §5.9335 (relating to Requests for Information) governs 
additional requests for information. 

Consistent with TDI's use of SERFF, the amended section no 
longer addresses combined filings. 

Amended §5.9357(e) describes how TDI will treat information re-
ceived with a filing. Insurers submitting through SERFF affirma-
tively consent, as contemplated by Government Code §552.137, 
to the release of any contact information included with a filing. 
The insurer also certifies that each person associated with an 
email address contained in the filing has affirmatively consented 
to the release and disclosure of that email address. TDI will 
make filings submitted through SERFF available for public dis-
closure using SERFF. TDI cannot restrict contact information 
from public disclosure within SERFF. Insurers who do not con-
sent to the release and disclosure of contact information, or who 
cannot make the certification the rule requires, should not file us-
ing SERFF. 

New §5.9357(f) states that insurers may obtain the certification 
forms in the Filings Made Easy Guide. 

Amended §5.9360. Purpose. Nonsubstantive amendments 
conform this section to statutory recodifications and changes in 
division names in this subchapter. 

Amended §5.9361. Additional Requirements. Nonsubstantive 
amendments conform this section to statutory recodifications 
and changes in section names in this title. 
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FISCAL NOTE. J'ne Byckovski, chief actuary of the Property and 
Casualty Actuarial Office, has determined that for each year of 
the first five years the proposed amendments and new sections 
will be in effect, there will be no fiscal impact to state and local 
governments resulting from enforcement or administration of the 
proposal. There will be no measurable effect on local employ-
ment or the local economy resulting from the proposal. 

PUBLIC BENEFIT/COST NOTE. Ms. Byckovski has also de-
termined that for each year of the first five years the proposed 
amendments and new sections are in effect, the public benefit 
that will result from the proposal includes more complete filings 
due to improved predictability and transparency for filers. More 
complete filings will better enable TDI to fulfill its regulatory func-
tion. Another public benefit will be improved government effi-
ciency because the proposal requires filings to be compatible 
with TDI's transition to SERFF as its system of record. The cost 
to persons required to comply with the proposal are consistent 
with the costs filers currently bear in complying with the filing 
rules. The proposal requires information that filers should al-
ready be assembling to comply with current filing requirements. 

ECONOMIC IMPACT STATEMENT AND REGULATORY FLEX-
IBILITY ANALYSIS FOR SMALL AND MICRO BUSINESSES. 
As required by the Government Code §2006.002(c), TDI has de-
termined that the proposal will not have an adverse economic 
effect on small or micro businesses. In accord with Government 
Code §2006.002(c), TDI has determined that a regulatory flexi-
bility analysis is not required. 

TAKINGS IMPACT ASSESSMENT. TDI has determined that no 
private real property interests are affected by this proposal and 
that this proposal does not restrict or limit an owner's right to 
property that would otherwise exist in the absence of govern-
ment action and, therefore, does not constitute a taking or re-
quire a takings impact assessment under the Government Code 
§2007.043. 

REQUEST FOR PUBLIC COMMENT. To be considered, writ-
ten comments on the proposal must be submitted no later than 
5 p.m., Central time on June 25, 2014. You may send your 
comments electronically to the Chief Clerk by email at chief-
clerk@tdi.texas.gov, or by mail to Chief Clerk, Mail Code 113-2A, 
Texas Department of Insurance, P.O. Box 149104, Austin, Texas 
78714-9104. You must simultaneously submit an additional copy 
of your comments by email to pcactuarial@tdi.texas.gov, or by 
mail to J'ne Byckovski, Chief Actuary, Property and Casualty Ac-
tuarial Office, Mail Code 105-5F, Texas Department of Insurance, 
P.O. Box 149104, Austin, Texas 78714-9104. 

The commissioner will receive public testimony concerning the 
proposed amendments and new sections in a public hearing un-
der Docket No. 2765 scheduled for June 18, 2014, at 9 a.m. in 
Room 100 of the William P. Hobby, Jr. State Office Building, 333 
Guadalupe Street, Austin, Texas. The commissioner will con-
sider all comments presented at the hearing. 

DIVISION 4. FILINGS MADE EASY -
TRANSMITTAL INFORMATION AND 
GENERAL FILING REQUIREMENTS FOR 
PROPERTY AND CASUALTY FORM, RATE, 
UNDERWRITING GUIDELINE, AND CREDIT 
SCORING MODEL FILINGS 
28 TAC §5.9310 

STATUTORY AUTHORITY. The amendments are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 
insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 
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§5.9310. Property and Casualty [Filing] Transmittal Information 
and General Filing Requirements [Form]. 

(a) Purpose. The purpose of this division is to specify [the 
form and content of] the [filing] transmittal information and general 
filing requirements for [form that is to be used for] property and 
casualty form, endorsement, rate, [rule,] underwriting guideline, and 
credit scoring model filings [and provide information on obtaining 
such form]. 

(b) Definitions. Terms [Words and terms] not defined in this 
division may be defined in [the] Insurance Code Chapters 2053, 2251, 
and 2301, [Article 5.13-2 and Subchapter D of Chapter 5] and [shall] 
have the same meaning when used in this division. The following 
[words and] terms when used in this division [shall] have the following 
meanings unless the context indicates otherwise: 

(1) TDI [Department]--Texas Department of Insurance 
[(TDI)]. 

(2) TDI file number--The number assigned by TDI [the de-
partment] to a filing [submitted by an individual company]. 

[(3) TDI link number--The number assigned by the depart-
ment to link individual TDI file numbers to a filing which is submitted 
for more than one company within a group.] 

(3) [(4)] Interline filing--A filing that may be used for more 
than one line of insurance submitted for: 

(A) an endorsement, [that may be used with more than 
one line of insurance] provided the endorsement does not have an im-
pact on rates; or 

(B) [a rate filing that may be used with more than one 
line of insurance that contains only information concerning] policy 
fees, service fees, and other fees that are charged or collected by the 
insurer under Insurance Code §550.001 or §4005.003 [§§4005.001 -
4005.003 or §550.001]. 

(4) [(5)] Reference filing--A filing that references the use 
of [adopted or approved] policy forms, endorsements, manual rules, 
loss costs, rating manuals, other supplementary rating information, or 
credit scoring models that TDI has adopted, approved, or accepted 
[form(s), endorsement(s), manual rule(s), rate(s), or other acceptable 
policy form(s), or endorsement(s), manual rule(s), or rate(s), to which 
the department has assigned a TDI file number]. 

(5) [(6)] Dual filing--A [monoline] filing submitted for one 
[a specific] line of insurance that may also be used in [written as part 
of a] multi-peril insurance [policy]. 

(6) Multi-peril insurance--Policies and rates for two or 
more lines of insurance that are subject to regulation under Insurance 
Code Chapters 2251 and 2301. 

[(7) Line of insurance--For purposes of this section, each 
of the following is a line of insurance:] 

[(A) automobile-commercial;] 

[(B) automobile-personal;] 

[(C) boiler and machinery;] 

[(D) casualty (personal and commercial);] 

[(E) credit;] 

[(F) credit-involuntary unemployment;] 

[(G) crime;] 

[(H) crop hail;] 

[(I) excess liability;]
 

[(J) excess umbrella;]
 

[(K) farm and ranch;]
 

[(L) farm liability;]
 

[(M) farm and ranch owners;]
 

[(N) fidelity bonds;]
 

[(O) financial guaranty bonds or insurance;]
 

[(P) guaranteed auto protection (GAP) (commercial);]
 

[(Q) guaranteed auto protection (GAP) (personal);]
 

[(R) general liability;]
 

[(S) glass;]
 

[(T) identity theft (commercial);]
 

[(U) identity theft (personal);]
 

[(V) inland marine (commercial);]
 

[(W) inland marine (personal);]
 

[(X) involuntary unemployment;]
 

[(Y) miscellaneous casualty;]
 

[(Z) miscellaneous liability;]
 

[(AA) mortgage guaranty;]
 

[(BB) multi-peril;]
 

[(CC) personal liability;]
 

[(DD) professional liability;]
 

[(EE) property-commercial;]
 

[(FF) property-residential (dwelling);]
 

[(GG) property-residential (homeowners);]
 

[(HH) rain;]
 

[(II) surety bonds (other than criminal court appearance
 
nds);] 

[(JJ) umbrella-commercial;] 

[(KK) umbrella-personal; and] 

[(LL) workers' compensation.] 

(c) Transmittal information. Each filing must contain [Form 
 content of transmittal form. The filing transmittal form must be 
ed and contain, at a minimum,] the following transmittal informa-
n: 

(1) company name and company number assigned by the 
tional Association of Insurance Commissioners (NAIC); 

[(2) NAIC number of the company;] 

(2) [(3)] company group name and group NAIC number; 

(3) whether the filing is new, or revises or replaces an ex-
ng filing; 

(4) TDI file number of the revised or replaced filing; 

(5) TDI file number of associated or companion filings of 
er filing types; 

[(4) type of filing:] 

bo
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[(A) new filing; or] 

[(B) revision or replacement of an existing filing. If re-
vising or replacing an existing filing, the TDI file number or link num-
ber of the filing that is being revised or replaced must be provided.] 

(6) [(5)] line of insurance: 

(A) all filings must specify the line of insurance to [for] 
which the filing applies [is being made]; 

(B) interline filings must specify [indicate] all lines of 
insurance to which the filing applies [is applicable]; 

(C) dual filings must indicate multi-peril insurance and 
the [a specific] line of insurance to which the filing applies [is applica-
ble]; 

(7) type of filing; 

[(6) basic description of the filing:] 

[(A) rate filing, rating manual filing, and rating rule fil-
ing;] 

[(B) policy form;] 

[(C) endorsement;] 

[(D) manual rules, other than rating manual rules;] 

[(E) reference filing--must list the TDI file number or 
TDI link number of the filing being referenced;] 

[(F) credit scoring model; or] 

[(G) underwriting guidelines;] 

(8) [(7)] proposed effective date; and 

(9) [(8)] contact person, including name, telephone num-
ber, mailing address, and fax number[, and e-mail address (if avail-
able)]. 

[(d) Availability of transmittal form. The Filing Transmittal 
Form (FTF) is a form that is provided by the department for in-
surers who are making the filings specified in subsection (c)(6) of 
this section. This form may be obtained from the TDI website at 
www.tdi.state.tx.us.] 

[(e) Alternative transmittal forms. An insurer may use, as an 
alternative, a transmittal form published by the National Association of 
Insurance Commissioners (NAIC) or any other transmittal form if the 
information included in the transmittal form, or in an addendum to the 
transmittal form, contains all the information required under subsection 
(c) of this section.] 

(d) [(f)] Filings Made Easy Guide. TDI [The department] 
maintains the Filings Made Easy Guide [guide] to assist insurers in 
submitting filings and complying with statutory requirements. Insurers 
may obtain this guide from TDI's website at www.tdi.texas.gov. [This 
guide may be obtained from the TDI website at www.tdi.state.tx.us.] 

(e) Copyright. Information included in rate filings under In-
surance Code Chapter 2251 that is marked "copyright" may be made 
available for public disclosure in the same manner as information filed 
under Chapter 2251 that is not marked "copyright." Information that 
is marked "copyright" and that is included in rate filings under Insur-
ance Code Chapter 2053 and Chapter 3502 and in form filings is not 
confidential and will be open for public inspection in the same manner 
as information not marked "copyright." Public disclosure methods may 
include posting filings on TDI's website. 

(f) [(g)] Submission of Filing. Filings under Divisions [4,] 5, 
6, 7, 8, and 9 of this subchapter (relating to Filings Made Easy - Re-

quirements for Property and Casualty Policy Form, Endorsement, and 
Manual Rule Filings; Filings Made Easy - Requirements for Rate Fil-
ings; Filings Made Easy - Requirements for Underwriting Guideline 
Filings; Filings Made Easy - Requirements for Credit Scoring Model 
Filings for Personal Insurance; and Filings Made Easy - Reduced Fil-
ing Requirements for Certain Insurers, respectively) must be submit-
ted either through the System for Electronic Rate and Form Filing 
(SERFF), delivered to the Texas Department of Insurance, Property 
and [&] Casualty Intake Unit, William P. Hobby Jr. State Office Build-
ing, 333 Guadalupe St., Mail Code 104-3B, Austin, Texas 78701, or 
mailed to the Texas Department of Insurance, Property and [&] Casu-
alty Intake Unit, Mail Code 104-3B, P.O. Box 149104, Austin, Texas 
78714-9104. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402008 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 5. FILINGS MADE EASY -
REQUIREMENTS FOR PROPERTY AND 
CASUALTY POLICY FORM, ENDORSEMENT, 
AND MANUAL RULE FILINGS 
28 TAC §§5.9320 - 5.9322 
STATUTORY AUTHORITY. The amendments and new sec-
tions are proposed under Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. Section 38.002 provides that each insurer writing 
personal automobile insurance or residential property insurance 
must file its underwriting guidelines with TDI. Section 38.003 
provides that TDI may obtain a copy of the underwriting guide-
lines of any insurer not writing personal automobile insurance 
or residential property insurance. Section 559.004 provides 
that the commissioner may adopt rules implementing Chapter 
559 (relating to Credit Scoring and Credit Information). Section 
912.056 provides that certain county mutual insurance com-
panies that have appointed managing general agents, created 
districts, or organized local chapters to manage a portion of 
their business must, for each managing general agent, district, 
or local chapter program, file the rating information that the 
commissioner by rule requires. Section 2052.002 provides 
that before an insurance company may use a workers' com-
pensation form that the commissioner has not prescribed, the 
insurance company must submit it to and receive approval 
from TDI. Section 2053.003 provides that each insurance 
company writing workers' compensation insurance must file 
with TDI all rates, supplementary rating information, and rea-
sonable and pertinent supporting information for risks written 
in Texas. Section 2053.034 provides that each insurer writing 
workers' compensation insurance must file with TDI a copy 
of its underwriting guidelines. Section 2251.101 provides that 
the commissioner must adopt rules on the information to be 
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included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9320. Required Information for the Preparation and Submission 
of Policy Form, Endorsement, and [or] Manual Rule (Other than Rat-
ing Manual) [(other than rating manual)] Filings. 

(a) Purpose. The purpose of this section is to specify the filing 
requirements for property and casualty policy form, endorsement, and 
manual rule filings that are submitted under [pursuant to Chapter 5 or 
Article 21.50 of the Texas] Insurance Code Chapter 2052, 2251, 2301, 
or 3502. 

(b) Definitions. The definitions set forth in §5.9310 of this title 
(relating to Property and Casualty [Filing] Transmittal Information and 
General Filing Requirements [Form]) apply to this division. 

(c) Filing requirements for policy [Policy] forms and endorse-
ments. All insurer and advisory organization policy form and endorse-
ment filings submitted under [pursuant to Chapter 5 or Article 21.50 of 
the Texas] Insurance Code Chapter 2052, 2301, or 3502 must[, shall] 
comply with the [general] filing requirements[, other applicable re-
quirements set forth] in paragraphs (1) - (3) of this subsection, and any 
other applicable rules adopted by the commissioner. 

(1) General filing requirements. 

(A) All filings for new and amended policy forms or 
endorsements must [shall] relate to only one line of insurance except 
for multi-peril[, dual] and interline filings. 

(B) All filings for new and amended policy forms or 
endorsements must [shall] contain the following: 

(i) the [a filing] transmittal information [form as] 
required in §5.9310 [Division 4] of this title; [subchapter (relating to 

Filings Made Easy--Filing Transmittal Form and Requirements for 
Property and Casualty Form, Rate, Rule, Underwriting Guideline, and 
Credit Scoring Model Filings).] 

(ii) a copy of the proposed policy forms or endorse-
ments [form(s) and/or endorsement(s)]; and 

(iii) a [an explanatory] memorandum that contains 
a detailed explanation of the reasons [reason(s)] for the filing and 
[the new or revised policy form(s) and/or endorsement(s) or manual 
rule(s),] a description of the policy forms [form(s)] or endorsements 
[endorsement(s)] and their use. For example [the application 
(e.g.], the type of risk or risks the forms [form(s)] or endorsements 
[endorsement(s)] will be used with[)]. 

(2) Additional filing requirements. 

(A) Additional filing requirements specific to new 
policy forms or endorsements for use with new products. If the 
[explanatory] memorandum required under paragraph (1)(B)(iii) of 
this subsection does not fully explain or describe the filed policy forms 
[form(s)] or endorsements [endorsement(s)], TDI [the department] 
may request either: 

(i) a summary of all policy provisions that includes 
a detailed description and explanation of the coverages, limitations, 
exclusions, and conditions; or 

(ii) a coverage comparison to a similar policy form 
or endorsement that the commissioner has [been] previously approved 
or adopted [by the commissioner] containing a detailed explanation of 
all the differences including any restrictions in coverage, enhancements 
in coverage, or clarifications to the previously approved policy forms 
[form(s)] or endorsements [endorsement(s)]. 

(B) Additional filing requirements specific to amending 
previously approved or adopted policy forms or endorsements. In 
addition to the general requirements outlined in paragraph (1) of this 
subsection, the filing must [shall] include a coverage evaluation that 
contains a detailed explanation of the proposed changes including any 
restrictions in coverage, enhancements in coverage, or clarifications 
to the previously approved or adopted policy forms [form(s)] or 
endorsements [endorsement(s)]. The additional requirements under 
this subsection may be provided in the [explanatory] memorandum 
required under paragraph (1)(B)(iii) of this subsection or in [by 
providing]: 

(i) a side-by-side comparison showing any dif-
ferences between the previously approved or adopted policy forms 
[form(s)] or endorsements [endorsement(s)] and the proposed policy 
forms [form(s)] or endorsements [endorsement(s)]; or 

(ii) a copy of the previously approved or adopted 
policy forms [form(s)] or endorsements [endorsement(s)] indicating 
the differences between the approved or adopted policy forms [form(s)] 
or endorsements [endorsement(s)] and the filed policy forms [form(s)] 
or endorsements, [endorsement(s)] with the new language underlined 
and the deleted language in brackets with a strikethrough, or other 
clearly identified or highlighted editorial notations referencing the new 
and replaced language. 

(3) Statutory and regulatory filing requirements. 

(A) Filings for new and amended policy forms or en-
dorsements must [form(s) and/or endorsement(s) shall] include all pro-
visions required by statute, administrative rule, or commissioner's or-
der [for a specific line of insurance]. Filers may add the required 
statutory or administrative rule provisions to a policy form by a Texas 
amendatory endorsement. The filing must include the [The required 
statutory or administrative rule provisions may be added to a policy 
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form by a Texas amendatory endorsement. The] amendatory endorse-
ment, [shall be included in the filing] or the [a] filing may reference 
an approved amendatory endorsement that is applicable to the policy 
forms [form(s)] contained in the filing. 

(B) All policy forms and endorsements contained in 
personal automobile and residential property insurance filings must 
[shall] meet the statutory requirements for plain language in policies 
as set forth by Commissioner's Order No. 92-0573 [the Commissioner 
of Insurance by order]. 

(d) Filing requirements for manual rules. Manual rules are 
rules other than rating rules that relate to policy forms or endorse-
ments. A [may be filed with policy form(s) or endorsement(s) or may 
be submitted separately. When submitted separately, in addition to the 
transmittal form, the] manual rule filing must include the transmittal 
information required in §5.9310 of this title, [shall] relate to only one 
line of insurance except for multi-peril[, dual] and interline filings, and 
include a [an explanatory] memorandum as described in subsection 
(c)(1)(B)(iii) of this section. 

(e) Filing requirements for reference filings. An insurer may 
make a [A] filing [may be made] referencing approved or accepted pol-
icy forms [form(s)], endorsements [endorsement(s)], or manual rules 
[rule(s)] without including a copy of the referenced material [policy 
form(s), endorsement(s) or manual rule(s)]. All reference filings must 
[shall] relate to only one line of insurance except for multi-peril and 
[dual filings,] interline filings[, and multi-peril filings]. In addition to 
the transmittal information [form], a reference filing must include the 
following [information for policy form(s), endorsement(s), or manual 
rule(s)]: 

(1) the name of the insurance company or advisory organ-
ization whose filing is being referenced; and 

(2) the TDI file number[, link number, or reference num-
ber] of the filing being referenced. 

(f) Public information. To the extent that a filing submitted 
through SERFF includes contact information, the filer affirmatively 
consents to the release and disclosure of the contact information, in-
cluding any email addresses. The filer also certifies that each person 
associated with an email address that appears in the filing has affirma-
tively consented to the release and disclosure of that email address. 

(g) [(f)] Incomplete filings [filing]. 

(1) TDI will consider a filing [will be considered] incom-
plete if the filing does not comply with the filing requirements con-
tained in subsections (c), (d), and (e) of this section.[;] 

(2) If TDI determines that a filing is incomplete, TDI will 
provide a notice that states the filing is incomplete and identifies the 
additional information required to complete the filing. A filing that is 
not completed before the date specified in the notice will be rejected. 
A rejected filing: 

(A) is not considered filed with TDI for the purposes of 
this division; 

(B) will not be reopened for purposes of resubmission; 
and 

(C) must be resubmitted as a new filing. 

[(2) a filing that is determined to be incomplete by the de-
partment will be returned to the filer with a letter or electronic notifi-
cation, indicating the reason(s) for the filing being returned; and] 

(3) The [the] deemer period does not commence until a 
complete filing is received by TDI [the department]. 

(h) Filings under this division may not be combined with any 
other filings submitted under this subchapter. 

(i) Manual rule filings submitted under this division may not 
be combined with any other filings submitted under this division. 

[(g) Combining filings. Filings under this division may be 
combined with filings made in accordance with Division 6 or 9 of 
this subchapter (relating to Filings Made Easy--Rate and Rate Man-
ual Filing Requirements and Reduced Filing Requirements for Cer-
tain Insurers). These combined filings may utilize a single transmit-
tal form. Filings under this division may not be combined with filings 
made in accordance with Division 7 or 8 of this subchapter (relating to 
Filings Made Easy--Underwriting Guideline Filing Requirements for 
Personal Automobile and Residential Property Insurance and Filings 
Made Easy--Credit Scoring Models Filing Requirements for Personal 
Insurance) due to distinct and separate statutes governing underwriting 
guidelines and credit scoring models.] 

§5.9321. Request for Deemer Period Waiver. 

An insurer may, by sending written notice to TDI, waive the deadlines 
by which the commissioner, under Insurance Code §2301.006, must 
approve or disapprove a form before it is deemed approved. 

§5.9322. Insurers Providing Coverage Through a Purchasing Group. 

(a) Insurers that provide coverage to participants in a purchas-
ing group are not exempt from the filing requirements of this division. 

(b) As Insurance Code §2171.003 requires, insurers writing 
commercial group property insurance under Insurance Code §2171.002 
must file a policy form with the commissioner before using the form 
for a group of businesses or an association described by §2171.002 in 
which each member of the group or association is not a large risk. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402009 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 6. FILINGS MADE EASY -
REQUIREMENTS FOR RATE FILINGS 
28 TAC §§5.9330 - 5.9337 
STATUTORY AUTHORITY. The new sections are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
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managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 
insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9330. Purpose. 
The purpose of this division is to specify requirements for rate filings 
under Insurance Code Chapters 2053, 2251, and 3502. Rate filings 
may include rates, prospective loss costs, loss cost multipliers, rating 
manuals, and other supplementary rating information. Rate filings may 
also include information concerning policy fees, service fees, and other 
fees that are charged or collected by the insurer under Insurance Code 
§550.001 or §4005.003, or any other amounts collected by the insurer 
in connection with a policy. 

§5.9331. Definitions. 
(a) Terms not defined in this section, but which are defined in 

Insurance Code Chapter 2053, 2251, or 3502, or §5.9310 of this title 
(relating to Property and Casualty Transmittal Information and Gen-

eral Filing Requirements), have the same meaning when used in this 
division unless the context indicates otherwise. 

(b) The following terms when used in this division have the 
following meanings, unless the context indicates otherwise: 

(1) Disallowed expenses--Applies only to filings submitted 
under Insurance Code Chapter 2251. Disallowed expenses include the 
expenses in Insurance Code §2251.002(1). Payments anticipated to be 
made to advisory organizations that are licensed to do business in Texas 
for services authorized by Insurance Code Chapter 1805, Subchapter 
B, are not disallowed expenses. 

(2) Fees--Information concerning all policy fees, service 
fees, and other fees that are charged or collected by an insurer under In-
surance Code §550.001 or §4005.003, or any other amounts collected 
by the insurer in connection with a policy, other than the premium. This 
information includes both the amount of the fees and the rules govern-
ing when the fees are charged and how they are earned. 

(3) Insurer--An insurer authorized to write property and ca-
sualty insurance in Texas, including an insurance company, reciprocal 
or interinsurance exchange, mutual insurance company, capital stock 
company, county mutual insurance company, association, Lloyd's plan, 
or other entity writing insurance in this state. The term includes an af-
filiate, as described by Insurance Code §823.003, if that affiliate is au-
thorized to write insurance in Texas. The term includes an appointed 
managing general agent, district, or local chapter program of a county 
mutual insurance company described by Insurance Code §912.056(d) 
that manages a portion of that county mutual insurance company's busi-
ness, independent of all other business of that county mutual insurance 
company, and that is to be treated as a separate insurer for the purposes 
of Insurance Code Chapters 544, 2251, 2253, and 2254, as provided 
in Insurance Code §912.056(e). The term does not include a farm mu-
tual insurance company, an eligible surplus lines insurer under the In-
surance Code, the Texas Windstorm Insurance Association, the Texas 
FAIR Plan Association, or the Texas Automobile Insurance Plan Asso-
ciation. 

(4) Short track filing--A filing requiring limited supporting 
information to determine compliance with Texas statutes and rules. For 
example, a filing making an editorial change to a rating rule that does 
not result in the use of rates that are not on file or a filing referring 
to certain advisory organization filings may qualify as a short track 
filing. TDI will maintain a list of qualifying types of filings on the 
TDI website. 

§5.9332. Categories of Supporting Information. 

Supporting information is the documentation needed to verify compli-
ance with Texas statutes and rules. Section 5.9334 of this title (relat-
ing to Requirements for Rate Filing Submissions) lists the categories 
of supporting information that different rate filings require. The cate-
gories of supporting information include: 

(1) Rate filing checklists. These are found in the Filings 
Made Easy Guide and show the information filers need to include with 
the filing. 

(2) Actuarial memorandum. This memorandum describes 
the methodologies for determining each component used in developing 
the actuarial support, as well as a qualitative discussion on the selec-
tions for each component. It includes an explanation for any changes 
in methodologies or any changes to the component selections from the 
previous analysis. 

(3) Actuarial support. This type of support consists of suf-
ficient documentation and analysis to allow a qualified actuary to un-
derstand and evaluate the rates, each component used in developing the 
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rates,         
support is divided into the following subcategories: 

(A) Rate indications consist of the analyses the insurer 
relies on to support its filed rates, each component used to develop the 
rate indications, and support for each of these components, including 
the data and methodologies used by the insurer. Rate indications may 
be on an overall basis or by coverage, class, form, or peril when ap-
propriate. Rate indications must include each of the following with 
documentation in support of each, to the extent applicable: 

(i) premiums, on-level factors, and premiums at cur-
rent rate level; 

(ii) incurred and paid losses; 

(iii) loss and claim development factors; 

(iv) premium and loss trend factors; 

(v) hurricane and non-hurricane catastrophe factors 
or loss provisions including the definition of a catastrophe and how the 
definition has changed over the experience period used to calculate the 

and the appropriateness of each material assumption. Actuarial

provisions; 

(vi) off-balance factors if there are changes in rela-
tivities (for example, discounts, surcharges, or territorial definitions); 

(vii) the measure of credibility, the compliment of 
credibility, the criteria for full credibility, and the method for determin-
ing partial credibility; 

(viii) expenses including general expenses; other ac-
quisition expenses; commissions and brokerage expenses; taxes, li-
censes and fees; loss adjustment expenses; and expense offsets from 
fee income; 

(ix) the net cost of reinsurance; 

(x) for rates filed under Insurance Code Chapter 
2251, profit provisions, including risk loads; 

(xi) for rates filed under Insurance Code Chapters 
2053 and 3502, profit and contingency provisions, including risk loads; 

(xii) the effect on premiums of individual risk vari-
ations based on loss or expense considerations; and 

(xiii) any other component used in developing a rate 
indication. 

(B) Relativity analysis consists of both the analysis and 
support for the selected rating factors, including the data and method-
ologies used by the insurer to derive the indicated rating factors. Sup-
porting information must include: 

(i) the current relativity; 

(ii) the indicated relativity; 

(iii) support for the indicated relativities, including 
the data and methodologies used by the insurer to derive such indica-
tions; 

(iv) the selected relativity; 

(v) support for the selected relativities if they differ 
from the indicated relativities; and 

(vi) the percent change from current to selected rel-
ativity. 

(C) Other actuarial support consists of both the analysis 
and support for the selected rates, including the data and methodologies 
used by the insurer to derive them. Examples include: 

(i) description and support for new discounts and 
surcharges; 

(ii) description and support for rates for new en-
dorsements; and 

(iii) competitive analysis. 

(4) SERFF rate data. This data consists of all information 
necessary to complete the company rate information fields in SERFF. 
For filers not using SERFF, this information includes the company 
name, the overall percentage and effective date of the last rate revi-
sion, the overall indicated change as a percent, the overall rate impact 
as a percent, the written premium change for the program, the number 
of policyholders affected for the program, the written premium for the 
program, and the maximum and minimum percentage change for the 
filing. 

(5) Policyholder impact information. This information 
consists of the following provided separately by homeowners form 
and personal automobile coverage: 

(A) a histogram which graphically depicts the impact of 
the filed changes to policyholders in five percentage point intervals; 

(B) the policy counts in each interval displayed in either 
the histogram or a separate table; 

(C) the minimum and maximum policyholder impact; 
and 

(D) a description of the changes that contributed to the 
minimum and maximum policyholder impact. 

(6) Average rate change by county. This is the average im-
pact of all changes included in a filing by county, provided separately 
by homeowners form. 

(7) Rate change information. 

(A) For loss cost reference filings, rate change informa-
tion consists of: 

(i) the proposed percentage change in the underlying 
loss costs; 

(ii) the change in the insurer's loss cost multiplier; 

(iii) the combined change in the loss costs and the 
loss cost multipliers; 

(iv) a six-year rate change history; and 

(v) the effect that changes in fee income have on the 
total average rate change for all coverages and forms combined. 

(B) For workers' compensation filings using classifi-
cation relativities established under Insurance Code §2053.051, rate 
change information consists of: 

(i) the percentage change in the underlying classifi-
cation relativities; 

(ii) the change in the insurer's deviation; 

(iii) the combined change in the classification rela-
tivities and the insurer's deviation; 

(iv) a six-year rate change history; and 

(v) the effect that changes in fee income have on the 
total average rate change. 

(C) For all other filings, rate change information con-
sists of: 
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(i) the average proposed rate change for each appli-
cable coverage or form; 

(ii) the total average rate change for all applicable 
coverages and forms combined; 

(iii) a six-year rate change history; and 

(iv) the effect that changes in fee income have on 
the total average rate change for all applicable coverages and forms 
combined. 

(8) Historical premium and loss information. This infor-
mation consists of an insurer's most recent five-year experience, for 
both Texas and countrywide, of direct premiums written, direct premi-
ums earned, direct losses and defense and cost containment expenses 
paid, direct losses and defense and cost containment expenses incurred, 
and the ratio of the direct losses and defense and cost containment ex-
penses incurred to direct earned premiums. The Texas experience is 
the amounts, or a subset of the amounts, pertinent to the line of busi-
ness reported on the Exhibit of Premiums and Losses (Statutory Page 
14 Data) in the insurer's Annual Statement. The countrywide experi-
ence is the amounts, or a subset of the amounts, pertinent to the line 
reported on the insurer's Insurance Expense Exhibit (IEE), Part III in 
the insurer's Annual Statement. 

(9) Historical and projected expense information. This in-
formation consists of Texas experience, and, if applicable, countrywide 
experience. The loss adjustment expenses must be shown as a dollar 
amount as well as a ratio-to-incurred losses. All other expenses must 
be shown as a dollar amount as well as a ratio to premium. All expense 
items must be on a direct basis. 

(A) Three years of historical Texas experience must be 
included for commissions and brokerage expenses incurred; taxes, li-
censes, and fees incurred; losses incurred; and defense and cost con-
tainment expenses incurred. These must be the amounts, or a subset of 
the amounts, reported on the Exhibit of Premiums and Losses (Statu-
tory Page 14 Data) in the insurer's Annual Statement. 

(B) Three years of historical countrywide experience 
must be included for commissions and brokerage expenses incurred, 
other acquisition expenses incurred, general expenses incurred, losses 
incurred, defense and cost containment expenses incurred, and adjust-
ing and other loss adjustment expenses incurred. These must be the 
amounts reported in the insurer's IEE, Part III in the insurer's Annual 
Statement. 

(C) Three years of historical countrywide experience 
must be included for each category of disallowed expenses. These 
must be the amounts reported in the insurer's response to the annual 
TDI Disallowed Expense Call. Other acquisition and general expenses, 
each adjusted to remove disallowed expenses, must be listed separately. 
The total adjusted general expense percentage must reflect any neces-
sary adjustment due to the capping of general expenses at 110 percent 
of the industry median for the line of insurance. 

(D) To the extent that the expense provisions differ from 
the historical expenses, the filing must provide additional support for 
the expense provisions underlying the rates. Provisions for commis-
sions and brokerage expenses; other acquisition expenses; general ex-
penses; taxes, licenses, and fees; and profit and contingencies must be 
displayed and a sum computed. For filings submitted under Insurance 
Code Chapter 2251, the expense provisions must exclude disallowed 
expenses. 

(E) When additional expense provisions are included, 
such as the net cost of reinsurance or an expense offset from fee in-
come, the filing must include expected or historical experience. Sup-

port for provisions for the net cost of reinsurance may include reinsur-
ance premiums, expected reinsurance recoverables, and a description 
of reinsurance coverage including attachment points and limits. 

(10) Loss cost information for reference filings. This infor-
mation consists of the following: 

(A) the TDI file number of the loss costs being refer-
enced; 

(B) the derivation of the proposed loss cost multiplier 
including any loss cost modification factor and the following expense 
and profit provisions: 

(i) commissions and brokerage expenses; 

(ii) other acquisition expenses, adjusted to remove 
disallowed expenses; 

(iii) general expenses, adjusted to remove disal-
lowed expenses; 

(iv) taxes, licenses, and fees; and 

(v) underwriting profit and contingencies; 

(C) supporting documentation for loss cost modifica-
tion factors other than 1.00; 

(D) the loss cost multiplier to be used as of the effective 
date of the filing; 

(E) the loss cost multiplier used immediately prior to 
the effective date of the filing; and 

(F) the effective rate level change due to any change in 
the loss cost multiplier. 

(11) Profit provision information. This information con-
sists of a description of the methodology and assumptions used to ar-
rive at the profit provisions underlying the proposed rates. 

(12) A side-by-side comparison. This comparison must 
show any differences between the previously filed and the proposed 
rates, rating manual, or other supplementary rating information. 

(13) A mark-up. This is a copy of the previously filed rates, 
rating manuals, rating rules, or other supplementary rating information 
indicating the differences between it and the revised version, with any 
new language or factors underlined and the deleted language or factors 
in brackets with a strikethrough, or other clearly identified or high-
lighted editorial notations referencing the new and replaced language 
or factors. 

(14) Sample premium impacts by selected ZIP codes. 
These are sample premiums and premium changes based on all 
changes included in a filing for certain specified policy types and ZIP 
codes. 

(15) Rate filing templates. These are found in the Filings 
Made Easy Guide and provide insurers with an optional means of pro-
viding certain supporting information and supplementary rating infor-
mation. 

(16) Other information. This includes any other informa-
tion required by the commissioner necessary to determine that the rates 
meet the rate standards. 

§5.9333. Categories of Supplementary Rating Information. 

Section 5.9334 of this title (relating to Requirements for Rate Filing 
Submissions) lists the categories of supplementary rating information 
that different rate filings require. The categories of supplementary rat-
ing information include: 
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(1) Rating manual. This type of manual consists of any 
rating schedule, plan of rules, and rating rules. A rating manual may 
contain factors and relativities, including increased limits factors, clas-
sification relativities, deductible relativities, territory relativities, pre-
mium discounts, and other similar factors. A rating manual may also 
include some or all information in the remaining categories of supple-
mentary rating information. 

(2) Rating algorithm. 

(3) Rating plan. 

(4) Territory codes and descriptions. 

(5) Classification system. This consists of any other cri-
teria, guidelines, models, and methods that place individual risks into 
rating classifications, such as tiers, categories, or similar groupings, re-
gardless of the name used. 

(6) Factors and relativities, including increased limits fac-
tors, classification relativities, deductible relativities, territory relativi-
ties, premium discounts or surcharges, and other similar factors. 

(7) Other information. This is any other information used 
by the insurer to determine the applicable premium for an insured. 

§5.9334. Requirements for Rate Filing Submissions. 

(a) Insurers must file any new rates or revisions to previously 
filed rates governed by Insurance Code Chapter 2053 at least 30 days 
before they become effective. The insurer must file any supplementary 
rating information not prescribed under Insurance Code Article 5.96. 

(b) For rates governed by Insurance Code Chapter 2251, in-
surers must file any new rates, rating manuals, rating rules, all other 
supplementary rating information, and fees, or revisions to these items. 
An insurer may use the information filed under this division on and af-
ter the date of the filing. 

(c) Insurers must file any new rates and supplementary rating 
information or revisions to previously filed rates and supplementary 
rating information governed by Insurance Code Chapter 3502 at least 
15 days before they become effective. 

(d) Each filing must include the transmittal information re-
quired in §5.9310 of this title (relating to Property and Casualty Trans-
mittal Information and General Filing Requirements). If the proposed 
effective date in the filing transmittal information changes, insurers 
must inform TDI of the new proposed effective date prior to the origi-
nal proposed effective date. 

(e) Each filing must include a filing memorandum that ex-
plains the purpose of the filing and provides all material background 
details relating to the filing, including a statement on the overall 
impact of the filing. The filing memorandum must briefly describe 
each change to the rates, rating manuals, rating rules, any other sup-
plementary rating information and fees used by the insurer, and briefly 
describe the supporting information provided for each change. A brief 
summary of any related policy form or endorsement filings, including 
the coverages, limitations, and exclusions, must be included. 

(f) Except as provided in Division 9 of this subchapter (relat-
ing to Filings Made Easy - Reduced Filing Requirements for Certain 
Insurers), or subsection (g) of this section, each filing must include sup-
porting information. Sufficient supporting information is necessary for 
TDI to establish that a filing produces rates that are not excessive, inad-
equate, unreasonable, or unfairly discriminatory for the risks to which 
they apply. Insurers must provide sufficient documentation to justify 
specific rates or revisions they are proposing. To the extent the in-
formation originally submitted in a rate filing is insufficient, TDI may 

request additional information as deemed necessary by TDI or the com-
missioner. Each filing must contain the following items: 

(1) a completed rate filing checklist; 

(2) rate change information; 

(3) SERFF rate data; 

(4) loss cost information, if the filing references an advi-
sory organization loss cost filing; 

(5) an actuarial memorandum; 

(6) actuarial support appropriate to the rating information 
being filed, as specified in subparagraphs (A) - (C) of this paragraph: 

(A) All filings that propose changes to relativities, such 
as territory or class, as well as those applied through discounts, sur-
charges, or tiers, must include relativity analyses. The related territory 
codes and descriptions, classification systems and descriptions, or rules 
must also be included. 

(B) All except the following filings must include rate 
indications: 

(i) filings for new rates that will not replace, modify, 
or supersede any existing rates, unless the rates are derived from the 
experience of an affiliate, including an eligible surplus lines insurer; 

(ii) fee filings; or 

(iii) filings containing changes only to supplemen-
tary rating information with no overall rate impact. Examples include 
filings with no overall rate impact that contain only items such as rela-
tivity changes or rates for endorsements. 

(C) Filings must include other actuarial support when 
neither subparagraph (A) nor (B) of this paragraph applies; 

(7) policyholder impact information for owner-occupied 
homeowner and personal automobile filings that include changes 
that will result in a difference between the minimum and maximum 
policyholder impact that is greater than five percent; 

(8) the average rate change by county for owner-occupied 
homeowners rate filings; 

(9) historical premium and loss information, if the filing 
changes or replaces existing rates; 

(10) historical and projected expense information, if the fil-
ing changes or replaces existing rates; and 

(11) profit provision information, if the filing changes or 
replaces existing rates. 

(g) Instead of the items in subsection (f) of this section, short 
track filings must include: 

(1) a completed rate filing checklist; 

(2) rate change information; and 

(3) SERFF rate data. 

(h) Each filing submitted must be legible, accurate, internally 
consistent, complete, and contain all required documents. In each fil-
ing: 

(1) each table must be clearly labeled, including titles and 
column and row headings, so as to clearly identify the contents; 

(2) row and column headings must be repeated on each 
page of tables displayed on multiple pages; 

(3) all pages must print to at least 10-point font; 
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(4) text shading, with the exception of yellow highlighting, 
may not be used; and 

(5) each page should include a page number or other unique 
identifier. 

(i) Paragraphs (1) - (4) of this subsection address public infor-
mation. 

(1) To the extent that a filing submitted through SERFF in-
cludes contact information, the filer affirmatively consents to the re-
lease and disclosure of the contact information, including any email 
addresses. The filer also certifies that each person associated with an 
email address that appears in the filing has affirmatively consented to 
the release and disclosure of that email address. 

(2) If an insurer believes a portion of the information re-
quired to be filed under Insurance Code Chapter 2251 is confidential 
and excepted from disclosure under Government Code Chapter 552, 
the insurer must mark each page excepted. 

(3) For filings submitted under Insurance Code Chapter 
2251 and that are marked confidential, TDI will request an attorney 
general decision under Government Code Chapter 552 before making 
the filings open for public inspection. TDI does not consider the 
following excepted from disclosure under Government Code Chap-
ter 552: loss cost multipliers, rates, rating factors and relativities, 
rating manuals, fees, and summary information about the rate filing, 
including date filed, rate impact, effective dates, and a summary 
of the changes. TDI does not consider the following categories of 
supporting information excepted from disclosure under Government 
Code Chapter 552: rate change information, SERFF rate data, average 
rate change by county, sample premium impacts by selected ZIP 
codes, historical premium and loss information, and historical expense 
information. 

(4) Each filing submitted under Insurance Code Chapters 
2053 and 3502, including any supporting information filed, will be 
open for public inspection as of the date of the filing. 

(j) The insurer is responsible for ensuring that its filing com-
plies with Texas statutes and rules. 

(k) TDI maintains the Filings Made Easy Guide to assist in-
surers in complying with Texas statutes and rules. Insurers may refer 
to the Filings Made Easy Guide for rate filing templates or exhibits that 
insurers can use to display necessary supporting information required 
in subsection (f) of this section. Insurers may obtain this guide from 
TDI's website at www.tdi.texas.gov. 

(l) Filings under this division may not be combined with any 
other filings submitted under this subchapter. 

§5.9335. Requests for Information. 

(a) When reviewing each filing under this division, TDI may 
request additional supplementary rating information and supporting in-
formation. 

(b) To be considered fully responsive to a request for informa-
tion, an insurer's responses must: 

(1) fully address all of the requests and questions in a man-
ner that is clear and in sufficient detail to allow a qualified actuary to 
understand and evaluate the material and any explanations provided; 

(2) contain appropriate supporting data and calculations, 
including material assumptions, with sufficient narrative to clearly ex-
plain the methodology used, the nature and source of the data, as well 
as any conclusions drawn; and 

(3) provide an explanation of any apparent anomalies in the 
data and how the insurer mitigated or accounted for them in arriving at 
the proposed rates. 

(c) TDI may request that an insurer file a comprehensive set 
of rates, rating manuals, rating rules, fees, and all other supplemen-
tary rating information when filing a revision to previously filed rates, 
rating manuals, rating rules, fees, and all other supplementary rating 
information. 

(d) For each filing under Insurance Code Chapter 2251, TDI 
may request additional supplementary rating information and support-
ing information five times each. The insurer must respond by the date 
specified in the request. Correspondence requesting information that 
should have been included in the response, or clarifications of the in-
formation included in the response, will not constitute a new request 
for information. 

(e) Requests that are necessary to make the filing complete are 
not a request for information under subsection (d) of this section. Ex-
amples of this type of request include: 

(1) requests for information required by §5.9310 of this ti-
tle (relating to Property and Casualty Transmittal Information and Gen-
eral Filing Requirements); 

(2) requests for information required by §5.9334 of this ti-
tle (relating to Requirements for Rate Filing Submissions); and 

(3) requests arising from discrepancies in the filing. 

§5.9336. Request for Information Limit Waiver. 
An insurer may, by sending written notice to TDI, waive the limits that 
§5.9335(d) of this title (relating to Requests for Information) imposes 
on the number of times TDI may request additional supplementary rat-
ing information and supporting information. 

§5.9337. Insurers Providing Coverage Through a Purchasing Group. 
Insurers that provide coverage to participants in a purchasing group are 
not exempt from the filing requirements of this division. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402010 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 7. FILINGS MADE EASY -
REQUIREMENTS FOR UNDERWRITING 
GUIDELINE FILINGS 
28 TAC §§5.9340 - 5.9342 
STATUTORY AUTHORITY. The amendments are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
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may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 
insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9340. Purpose. 

The purpose of this division is to specify underwriting guideline filing 
requirements under Insurance Code §38.002 and §38.003, and Chap-
ter 2053 [Article 5.55A for those insurers writing personal automobile 
insurance, residential property insurance, or workers' compensation in-
surance in this state]. 

§5.9341.  
The definitions set forth in §5.9310 of this title (relating to Property and 
Casualty Transmittal Information and General Filing Requirements) 
apply to this division. The definitions set forth in Insurance Code 
§38.002 apply to insurers filing underwriting guidelines for personal 
automobile or residential property insurance. The definitions set forth 
in Insurance Code Chapter 2053 [Article 5.55A] apply to insurers fil-
ing underwriting guidelines for workers' compensation insurance. The 
definitions set forth in Insurance Code §38.003 apply to insurers filing 
underwriting guidelines for lines of property and casualty insurance not 
subject to Insurance Code §38.002. 

§5.9342. Filing Requirements. 
(a) An insurer must file with TDI [the department]: 

(1) at least once every three calendar years on or before 
March 1, beginning March 1, 2004, a written, comprehensive set of 
each underwriting guideline used by the insurer or the insurer's agent; 
and 

(2) not later than the 10th day after the underwriting guide-
line has changed, a written update to the underwriting guideline clearly 
identifying each section of the previously filed underwriting guideline 
that has changed. 

(b) For purposes of compliance with this section, an oral or 
electronic underwriting guideline must be converted to written form. 

(c) An insurer group or group of affiliated insurers may file one 
set of underwriting guidelines or update to underwriting guidelines on 
behalf of individual insurers in the group under [in accordance with] 
the requirements of this section if the group clearly identifies which 
underwriting guidelines apply to each insurer within the group. 

(d) An insurer that files underwriting guidelines or updates to 
underwriting guidelines under this section must submit the [a] filing 
transmittal information [form as] required in §5.9310 [by Division 4] 
of this title [subchapter] (relating to Property and Casualty Transmit-
tal Information and General Filing Requirements [Filings Made Easy-
-Filing Transmittal Form and Requirements for Property and Casualty 
Form, Rate, Rule, Underwriting Guideline, and Credit Scoring Model 
Filings]) with the filing for each underwriting guideline and update. 

(e) All filings for underwriting guidelines must relate to only 
one line of insurance. 

(f) Underwriting guidelines contemplated by Insurance Code 
§38.003 are required only if requested. Underwriting guidelines sub-
mitted in response to a request under Insurance Code §38.003 must be 
filed in compliance with subsections (b), (c), and (d) of this section. 

(g) [(e)] Filings under this division may not be combined with 
any other filings submitted under this subchapter. [filings made in 
accordance with Divisions 5, 6 or 8 of this subchapter (relating to 
Filings Made Easy--Requirements for Property and Casualty Policy 
Form, Endorsement, and Manual Rule Filings, Filings Made Easy--
Rate and Rate Manual Filing Requirements, and Filings Made Easy-
-Credit Scoring Models Filing Requirements for Personal Insurance) 
due to distinct and separate statutes governing underwriting guidelines 
and credit scoring models.] 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402011 

Definitions.
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Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 8. FILINGS MADE EASY -
REQUIREMENTS FOR CREDIT SCORING 
MODEL FILINGS FOR PERSONAL INSURANCE 
28 TAC §§5.9350 - 5.9352 
STATUTORY AUTHORITY. The amendments are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 
insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 

TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9350. Purpose. 
The purpose of this division is to specify filing requirements for credit 
scoring models and to specify other regulatory requirements under 
[pursuant to] Insurance Code Chapter 559 [Article 21.49-2U] for those 
insurers that use credit scoring in [the] writing [of] personal insurance 
in this state. 

§5.9351. Definitions. 
(a) The definitions set forth in §5.9310 of this title (relating 

to Property and Casualty Transmittal Information and General Filing 
Requirements) apply to this division. Words and terms not defined 
in this division may be defined in [the] Insurance Code Chapter 559 
[Article 21.49-2U] and will [shall] have the same meaning when used 
in this division. 

(b) [The following words and terms when used in this division 
shall have the following meanings unless the context indicates other-
wise:] Credit scoring model [or models]--The algorithm, computer ap-
plication, model, or other process that is based on credit information 
used to derive a credit score or insurance score. 

§5.9352. Filing Requirements. 
(a) All models must be filed before they can [may] be used. 

Insurers referencing models that have been filed with TDI [the depart-
ment] by another entity on behalf of an insurer in this state must [shall] 
specify the exact name of the model being referenced instead [in lieu] 
of filing the model itself. Insurers making independent credit scoring 
model filings must [should] file the entire model, including definitions. 

(b) An insurer that files a credit scoring model or references 
a model that has been filed with TDI by another entity on behalf of 
another insurer in this state [under this division] must submit the fol-
lowing information with the filing: 

(1) the filing transmittal information [as] required in 
§5.9310 [Division 4] of this title [subchapter] (relating to Property and 
Casualty Transmittal Information and General Filing Requirements 
[Filings Made Easy--Filing Transmittal Form and Requirements for 
Property and Casualty Form, Rate, Rule, Underwriting Guideline, and 
Credit Scoring Model Filings]); [and] 

(2) [an indication of] whether the insurer uses the score re-
sulting from the model for underwriting, rating, or tiering; and [both.] 

(3) a completed questionnaire, used to verify compliance 
with Insurance Code Chapter 559. 

(c) Each filing, and any supporting information filed with it, 
is open to public inspection as of the date of the filing. To the extent 
that a filing submitted through SERFF includes contact information, the 
filer affirmatively consents to the release and disclosure of the contact 
information, including any email addresses. The filer also certifies that 
each person associated with an email address that appears in the filing 
has affirmatively consented to the release and disclosure of that email 
address. 
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[(c) An insurer group or group of affiliated insurers may file 
models on behalf of the individual insurers in the group if the individual 
filings made by each insurer in the group would otherwise be identical.] 

(d) TDI maintains the Filings Made Easy Guide to assist in-
surers in complying with Texas statutes and rules. Insurers may re-
fer to the Filings Made Easy Guide for the questionnaire described in 
subsection (b)(3) of this section. Insurers may obtain this guide from 
TDI's website at www.tdi.texas.gov. Filings under this section may not 
be combined with any other filings submitted under this subchapter. 
[filings made in accordance with Divisions 5, 6 or 7 of this subchapter 
(relating to Filings Made Easy--Requirements for Property and Casu-
alty Policy Form, Endorsement, and Manual Rule Filings, Filings Made 
Easy--Rate Filing Requirements, and Filings Made Easy--Underwrit-
ing Guideline Filing Requirements for Personal Automobile and Res-
idential Property Insurance) due to the distinct and separate statutes 
governing underwriting guidelines and credit scoring models.] 

(e) All filings for credit scoring models must relate to only one 
line of insurance. 

(f) An insurer must refile a credit scoring model before the 
insurer may use the credit scoring model for a line of insurance not 
identified in the credit scoring model's original filing. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402012 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 9. FILINGS MADE EASY -
REDUCED FILING REQUIREMENTS FOR 
CERTAIN INSURERS 
28 TAC §5.9355, §5.9357 
STATUTORY AUTHORITY. The amendments are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 

insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9355. Purpose. 

The purpose of this division is to specify requirements for certain in-
surers who qualify [meet the requirements] for reduced rate filing re-
quirements under the provisions of Insurance Code Chapter 2251, Sub-
chapter E or F [Article 5.13-2, §13(f) or 5.13-2C]. 

§5.9357. Filing Requirements. 

(a) County mutual insurers writing nonstandard [non-stan-
dard] personal automobile insurance. County mutual insurers required 
to file under the provisions of Insurance Code Chapter 2251 [Article 
5.13-2] may make rate filings for personal automobile insurance 
according to the requirements described in this subsection if they issue 
policies only at nonstandard [non-standard] rates as defined under 
Insurance Code §2251.204, [Article 5.13-2, §13(f)] and if the insurer 
and the insurer's affiliated companies or group have a market share of 
less than 3.5 percent. Insurers who qualify to file under this subsection 
must file in compliance with Division 6 of this subchapter (relating to 
Filings Made Easy - Requirements for Rate Filings) with the following 
modifications: 

[(1) Insurers who qualify to file under this subsection shall 
file in accordance with Division 6 of this subchapter (relating to Fil-
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ings Made Easy--Rate and Rate Manual Filing Requirements) with the 
following exceptions:] 

(1) [(A)] Insurers must include a Certification of Sections 
2251.201 - 2251.204 [Article 5.13-2, §13] Exemption Compliance 
(EC-2), found in the Filings Made Easy Guide, with each filing. 
Instead[, or in lieu] of submitting the EC-2, an insurer may submit a 
certification of compliance which certifies that the insurer writes only 
at nonstandard [non-standard] rates and that [the market share of] the 
insurer and the insurer's affiliated companies or group have a market 
share of less than 3.5 percent. 

(2) Insurers are not required to comply with §5.9334(f)(5), 
(6), (9), (10), and (11) of this title (relating to Requirements for Rate 
Filing Submissions). 

[(B) In lieu of the supporting information required 
in §5.9332(e) of this subchapter (relating to Filing Requirements), 
insurers may substitute rate change information as described in 
§5.9332(e)(5) of this subchapter.] 

[(2) The Certification of Article 5.13-2, §13 Exemption 
Compliance (EC-2) form is provided by the department for use by in-
surers seeking an exemption from rate fling and approval requirements 
pursuant to Article 5.13-2, §13. This form may be obtained from the 
Texas Department of Insurance website http://www.tdi.state.tx.us or 
by requesting such form from the Property and Casualty Actuarial Di-
vision, Mail Code 105-5F, P.O. Box 149104, Austin, TX 78714-9104.] 

(b) Insurers writing personal automobile insurance. An in-
surer that writes personal automobile insurance and [that] meets the 
criteria in [the] Insurance Code §2251.205 may make rate filings for 
personal automobile insurance according to the [Article 5.13-2 §13(h), 
is subject to the filing] requirements specified in subsection (a) of this 
section if: 

(1) the insurer, along with the insurer's affiliated companies 
or group, issues personal automobile liability insurance policies only 
below 101 percent of the minimum limits required by the Transporta-
tion Code Chapter 601; and 

(2) the insurer, along with the insurer's affiliated companies 
or group, has a market share of less than 3.5 percent of the personal 
automobile insurance market in this state. 

(c) Insurers writing [Underserved] residential property in 
underserved areas. In compliance [accordance] with Insurance Code 
§2251.252(c) [Article 5.13-2C, §3(b)], insurers otherwise exempt from 
the rate filing requirements of Insurance Code Chapter 2251 must sub-
mit [Article 5.13-2, shall make] rate filings in compliance [accordance] 
with this subsection. Insurers who qualify to file under this subsection 
must file in compliance with Division 6 of this subchapter with the 
following modifications [shall file as required in §5.9332(a) - (b) of 
this subchapter (relating to Filings Made Easy--Rate and Rate Manual 
Filing Requirements) and must]: 

(1) Insurers must include a Certification of Section 
2251.251 and Section 2251.252 [Article 5.13-2C] Exemption Compli-
ance (EC-1), found in the Filings Made Easy Guide [as specified in 
§5.3702 of this chapter (relating to Designation of Underserved Areas 
for Residential Property Insurance for Purposes of the Texas Insurance 
Code Article 5.13-2C)]. 

(2) Insurers are not required to comply with §5.9334(f)(5), 
(6), (9), (10), and (11) of this title [submit rate change information when 
applicable as described in §5.9332(e)(5) of this subchapter]. 

(d) Additional provisions. The following provisions apply to 
any rate [or rate manual] filing submitted under [made pursuant to] 
subsection (a), (b), or (c) of this section: 

(1) The reduced filing requirements provided under this di-
vision do not affect the requirements [to file supporting data] under 
§5.9941 and §5.9960 of this title [chapter] (relating to Differences in 
Rates Charged Due Solely to Difference in Credit Scores and Excep-
tion to Rating Territory [Rating] Requirements under §2253.001 of the 
Insurance Code [Insurance Code Article 5.171]). [Insurers making a 
rate or rate manual filing under this division may include supporting 
data required under §5.9941 and §5.9960 of this chapter with the filing 
made under this division.] 

(2) Requests for additional information are as outlined in 
§5.9335 of this title (relating to Requests for Information). 

[(2) Any filings that do not fully comply with all of the 
filing requirements described in this division may be considered in-
complete and may be returned to the filer for completion with a notice 
stating that the filing is not complete and shall identify the additional 
information that is required for completion of the filing.] 

[(3) The department may request additional information re-
lated to a rate filing, including actuarial or other reasonable support of 
rates, as deemed necessary by the department or commissioner. The 
insurer shall respond by the date specified in the request.] 

[(4) Filings under this division may be combined with fil-
ings made in accordance with Division 5 of this subchapter (relating 
to Filings Made Easy--Requirements for Property and Casualty Pol-
icy Form, Endorsement, and Manual Rule Filings). These combined 
filings may utilize a single transmittal form. Filings under this divi-
sion may not be combined with filings made in accordance with Divi-
sion 7 or 8 of this subchapter (relating to Filings Made Easy--Under-
writing Guideline Filing Requirements for Personal Automobile, Res-
idential Property, and Workers' Compensation Insurance and Filings 
Made Easy--Credit Scoring Models Filing Requirements for Personal 
Insurance) due to distinct and separate statutes governing underwriting 
guidelines and credit scoring models.] 

(e) Public information. To the extent that a filing submitted 
through SERFF includes contact information, the filer affirmatively 
consents to the release and disclosure of the contact information, in-
cluding any email addresses. The filer also certifies that each person 
associated with an email address that appears in the filing has affirma-
tively consented to the release and disclosure of that email address. 

(f) Filings Made Easy Guide. TDI maintains the Filings Made 
Easy Guide to assist insurers in complying with Texas statutes and 
rules. Insurers may refer to the Filings Made Easy Guide for the Certi-
fication of Section 2251.251 and Section 2251.252 Exemption Compli-
ance (EC-1) form referenced in subsection (c)(1) of this section and the 
Certification of Sections 2251.201 - 2251.204 Exemption Compliance 
(EC-2) form referenced in subsection (a)(1) of this section. Insurers 
may obtain this guide from TDI's website at www.tdi.texas.gov. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402013 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 
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DIVISION 10. FILINGS MADE EASY -
ADDITIONAL FILING REQUIREMENTS FOR 
CERTAIN COUNTY MUTUAL INSURANCE 
COMPANIES 
28 TAC §5.9360, §5.9361 
STATUTORY AUTHORITY. The amendments are proposed 
under Insurance Code §§38.002, 38.003, 559.004, 912.056, 
2052.002, 2053.003, 2053.034, 2251.101, 2251.201, 2251.204, 
2251.252, 2301.006, 2301.055, 3502.108, and 36.001. Section 
38.002 provides that each insurer writing personal automobile 
insurance or residential property insurance must file its under-
writing guidelines with TDI. Section 38.003 provides that TDI 
may obtain a copy of the underwriting guidelines of any insurer 
not writing personal automobile insurance or residential property 
insurance. Section 559.004 provides that the commissioner 
may adopt rules implementing Chapter 559 (relating to Credit 
Scoring and Credit Information). Section 912.056 provides that 
certain county mutual insurance companies that have appointed 
managing general agents, created districts, or organized local 
chapters to manage a portion of their business must, for each 
managing general agent, district, or local chapter program, file 
the rating information that the commissioner by rule requires. 
Section 2052.002 provides that before an insurance company 
may use a workers' compensation form that the commissioner 
has not prescribed, the insurance company must submit it to and 
receive approval from TDI. Section 2053.003 provides that each 
insurance company writing workers' compensation insurance 
must file with TDI all rates, supplementary rating information, 
and reasonable and pertinent supporting information for risks 
written in Texas. Section 2053.034 provides that each insurer 
writing workers' compensation insurance must file with TDI a 
copy of its underwriting guidelines. Section 2251.101 provides 
that the commissioner must adopt rules on the information to be 
included in rate filings and prescribe the process by which TDI 
may request supplementary rating information and supporting 
information. Section 2251.201 provides that the commissioner 
may by rule designate types of insurers, in addition to county 
mutual insurance companies, that will be subject to Chapter 
2251, Subchapter E (relating to Standard Rate Index for Per-
sonal Automobile Insurance). Section 2251.204 provides that 
the commissioner by rule must determine filing requirements for 
certain county mutual insurance companies subject to Chapter 
2251, Subchapter E. Section 2251.252 provides that an insurer 
that is exempt from the filing requirements of Chapter 2251 must 
file and obtain approval of proposed premium rates meeting cer-
tain criteria. Section 2301.006 provides that an insurer may not 
use policy forms, other than the standard forms adopted by the 
commissioner, until the insurer files the forms with and receives 
approval by the commissioner. Section 2301.055 provides 
that the commissioner may adopt reasonable and necessary 
rules to implement Chapter 2301, Subchapter B (relating to 
Policy Forms for Personal Automobile Insurance Coverage and 
Residential Property Insurance Coverage). Section 3502.108 
provides that the commissioner may adopt rules establishing 
guidelines by which the forms and documents submitted to 
TDI under Chapter 3502 are to be reviewed and acted on by 
TDI. Section 3502.108 also provides that TDI may establish 
requirements for data and information filed under Chapter 3502. 
Section 36.001 provides that the commissioner may adopt 
any rules necessary and appropriate to implement the powers 
and duties of the Texas Department of Insurance under the 
Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes are 
affected by this proposal: Insurance Code §§38.002, 38.003, 
559.004, 912.056, 2052.002, 2053.003, 2053.034, 2251.101, 
2251.201, 2251.204, 2251.252, 2301.006, 2301.055, 3502.108, 
and 36.001. 

§5.9360. Purpose. 

The purpose of this [section and §5.9361 of this] division [(relating 
to Additional Filing Requirements)] is to specify [additional] filing 
requirements in addition to those in [under] Divisions 4 and 6 of this 
subchapter (relating to Filings Made Easy - [--Filing] Transmittal 
Information [Form] and General Filing Requirements for Property 
and Casualty Form, Rate, [Rule,] Underwriting Guideline, and Credit 
Scoring Model Filings[;] and Filings Made Easy - Requirements for 
Rate Filings[--Rate and Rate Manual Filing Requirements], respec-
tively) for: 

(1) a county mutual insurance company described by [the] 
Insurance Code §912.056(d); and 

(2) an appointed managing general agent, district, or local 
chapter program of a county mutual insurance company described by 
[the] Insurance Code §912.056(d) that manages a portion of that county 
mutual insurance company's business independent of all other business 
of that county mutual insurance company, and that is to be treated as 
a separate insurer for the purposes of Insurance Code Chapters 544, 
2251, 2253, and 2254 [of the Insurance Code] as provided in Insurance 
Code §912.056(e) [of the Insurance Code]. 

§5.9361. Additional [Filing] Requirements. 

(a) Filing transmittal [Transmittal]. In addition to the informa-
tion required by Division 4 of this subchapter (relating to Filings Made 
Easy - [--Filing] Transmittal Information [Form] and General Filing 
Requirements for Property and Casualty Form, Rate, [Rule,] Under-
writing Guideline, and Credit Scoring Model Filings), the following 
information must [shall] be included: 

(1) the name and license number of the managing general 
agent, district, or local chapter of a county mutual insurance company; 
and 

(2) contact information for the county mutual insurance 
company if the county mutual insurance company's contact informa-
tion has not already been provided under §5.9310(c)(9) [§5.9310(c)(8)] 
of this title [subchapter] (relating to Property and Casualty [Filing] 
Transmittal Information and General Filing Requirements [Form]). 

(b) Rate filings [Filings]. 

(1) All rate filings must [shall] be made directly by the 
county mutual insurance company on the county mutual insurance 
company's letterhead unless the county mutual insurance company 
submits written notice with the filing authorizing the submission of 
rate filings by the managing general agent, district, or local chapter. 

(2) Each rate filing must [shall] include: 

(A) all information required under §5.9334 [§5.9332] 
of this title [subchapter] (relating to [Filing] Requirements for Rate 
Filing Submissions) which must [shall] be specific to the managing 
general agent, district, or local chapter; and 

(B) a list of policy forms and endorsements, including 
their name, number, and the TDI [department] file number, used 
[utilized] by the managing general agent, district, or local chapter. 
The submission of a list of policy forms and endorsements under this 
subsection does not constitute a form filing under Insurance Code 
Chapter 2301 [of the Insurance Code]. 
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The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402014 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

DIVISION 6. FILINGS MADE EASY--RATE 
AND RATE MANUAL FILING REQUIREMENTS 
28 TAC §§5.9330 - 5.9332 
(Editor's note: The text of the following sections proposed for repeal 
will not be published. The sections may be examined in the offices of the 
Texas Department of Insurance or in the Texas Register office, James 
Earl Rudder Building, 1019 Brazos Street, Austin, Texas.) 

The Texas Department of Insurance proposes the repeal of 28 
TAC Chapter 5, Subchapter M, Division 6, §§5.9330 - 5.9332, 
concerning requirements for rate filings. The repeal of Division 6, 
§§5.9330 - 5.9332 is necessary to issue proposed new Division 
6, §§5.9330 - 5.9337, which implements the requirements of HB 
1951, 82nd Legislature, Regular Session, effective September 1, 
2011. The proposed new Division 6 also contains adjustments 
for clarity and transparency and is compatible with TDI's use of 
the System for Electronic Rate and Form Filing (SERFF). A sep-
arate rule proposal in this issue of the Texas Register concerns 
the proposed new Division 6 and amendments to 28 TAC Chap-
ter 5, Subchapter M, Division 4, §5.9310; Division 5, §5.9320; 
Division 7, §§5.9340 - 5.9342; Division 8, §§5.9350 - 5.9352; 
Division 9, §5.9355 and §5.9357; and Division 10, §5.9360 and 
§5.9361. Those amendments relate to filing requirements for 
property and casualty insurers. 

FISCAL NOTE. J'ne Byckovski, chief actuary of the Property and 
Casualty Actuarial Office, has determined that for each year of 
the first five years the proposed repeals will be in effect, there will 
be no fiscal impact to state and local governments as a result 
of the enforcement or administration of this proposal to repeal 
these rule sections. There will be no measurable effect on local 
employment or the local economy as a result of the proposal. 

PUBLIC BENEFIT/COST NOTE. Ms. Byckovski has also deter-
mined that for each year of the first five years the proposed re-
peals are in effect, the anticipated public benefit will be the elim-
ination of rules that do not comply with current statute and that 
are incompatible with TDI's transition to SERFF as its system of 
record. There are no anticipated economic costs to persons who 
are required to comply with the proposed repeals. There will be 
no effect on small or micro businesses. 

ECONOMIC IMPACT STATEMENT AND REGULATORY FLEX-
IBILITY ANALYSIS FOR SMALL AND MICRO BUSINESSES. 
Government Code §2006.002(c) requires that if a proposed 
rule could have an economic impact on small businesses, state 
agencies must prepare as part of the rulemaking process an 
economic impact statement that assesses the potential impact 
of the proposed rule on small businesses and a regulatory flex-

ibility analysis that considers alternative methods of achieving 
the purpose of the rule. 

There will be no new costs to any person to comply with the re-
peals. There is no anticipated adverse economic effect on small 
or micro businesses regarding the regulatory cost of compliance 
with the repeals, so preparation of an economic impact state-
ment and regulatory flexibility analysis is not statutorily required. 

TAKINGS IMPACT ASSESSMENT. TDI has determined that no 
private real property interests are affected by this proposal and 
this proposal does not restrict or limit an owner's right to property 
that would otherwise exist in the absence of government action; 
so it does not constitute a taking or require a takings impact as-
sessment under Government Code §2007.043. 

REQUEST FOR PUBLIC COMMENT. To be considered, writ-
ten comments on the proposed repeal of the sections must be 
submitted no later than 5 p.m., Central time on June 25, 2014. 
You may send your comments electronically to the Chief Clerk 
by email at chiefclerk@tdi.texas.gov, or by mail to Chief Clerk, 
Mail Code 113-2A, Texas Department of Insurance, P.O. Box 
149104, Austin, Texas 78714-9104. You must simultaneously 
submit an additional copy of your comments by email to pcac-
tuarial@tdi.texas.gov, or by mail to J'ne Byckovski, Chief Actu-
ary, Property and Casualty Actuarial Office, Mail Code 105-5F, 
Texas Department of Insurance, P.O. Box 149104, Austin, Texas 
78714-9104. You must submit any request for a public hear-
ing separately to the Office of Chief Clerk by email at chief-
clerk@tdi.texas.gov, or by mail to Chief Clerk, Mail Code 113-2A, 
Texas Department of Insurance, P.O. Box 149104, Austin, Texas 
78714-9104 before the close of the public comment period. If 
TDI holds a hearing, the commissioner will consider all com-
ments presented at the hearing. 

STATUTORY AUTHORITY. TDI proposes the repeals under 
Insurance Code §§2053.003, 2251.101, 3502.108, and 36.001. 
Section 2053.003 provides that each insurance company writing 
workers' compensation insurance must file with TDI all rates, 
supplementary rating information, and reasonable and perti-
nent supporting information for risks written in Texas. Section 
2251.101 provides that the commissioner must adopt rules on 
the information to be included in rate filings and prescribe the 
process by which TDI may request supplementary rating infor-
mation and supporting information. Section 3502.108 provides 
that the commissioner may adopt rules establishing guidelines 
by which the forms and documents submitted to TDI under 
Chapter 3502 are to be reviewed and acted on by TDI. Section 
3502.108 also provides that TDI may establish requirements for 
data and information filed under Chapter 3502. Section 36.001 
authorizes the commissioner to adopt any rules necessary and 
appropriate to implement the powers and duties of TDI under 
the Insurance Code and other laws of this state. 

CROSS REFERENCE TO STATUTE. The following statutes 
are affected by this proposal: Insurance Code §§2053.003, 
2251.101, 3502.108, and 36.001. 

§5.9330. Purpose.
 
§5.9331. Definitions.
 
§5.9332. Filing Requirements.
 
The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
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TRD-201402015 
Sara Waitt 
General Counsel 
Texas Department of Insurance 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 463-6327 

TITLE 31. NATURAL RESOURCES AND 
CONSERVATION 

PART 18. TEXAS GROUNDWATER 
PROTECTION COMMITTEE 

CHAPTER 601. GROUNDWATER 
CONTAMINATION REPORT 
SUBCHAPTER A. GENERAL PROVISIONS 
RELATING TO PUBLIC FILES AND JOINT 
REPORT 
31 TAC §601.2 
The Texas Groundwater Protection Committee (TGPC or com-
mittee) proposes to amend §601.2. 

Background and Summary of the Factual Basis for the Proposed 
Rule 

The rules in Chapter 601 define the conditions that constitute 
groundwater contamination for the purpose of inclusion of cases 
in the public files for each state agency having responsibilities 
related to the protection of groundwater. The rules also de-
scribe the contents of the committee's Joint Groundwater Mon-
itoring and Contamination Report required under Texas Water 
Code (TWC), §26.406. The report: describes the current status 
of groundwater monitoring activities conducted by or required 
by each agency at regulated facilities or associated with regu-
lated activities; contains a description of each case of ground-
water contamination documented during the previous calendar 
year; contains a description of each case of contamination doc-
umented during the previous year for which enforcement action 
was incomplete at the time of issuance of the preceding report; 
and indicates the status of enforcement action for each case of 
contamination which is listed. The rules also specify the form 
and content of notices of groundwater contamination that must 
be mailed to each owner of a private drinking water well that may 
be affected by documented cases of groundwater contamination 
and to each applicable groundwater conservation district as di-
rected by TWC, §26.408. 

The purpose of the proposed amendment is to update the names 
of the members of the committee. 

The committee also is proposing, in concurrent action, the re-
view of Chapter 601 as required by Texas Government Code, 
§2001.039. The proposed notice of review can be found in the 
Review of Agency Rules section in this issue of the Texas Reg-
ister. 

Section Discussion 

The proposed amendment to §601.2, Applicability, adds "Texas" 
to the Department of State Health Services and State Soil and 
Water Conservation Board for consistency with the agencies' 

names. The proposed amendment also corrects the name of 
the Water Well Drillers and Pump Installers Program of the Texas 
Department of Licensing and Regulation; currently §601.2 refers 
to the program as the "Water Well Drillers and Water Well Pump 
Installers Program" (emphasis added). Additionally, the Texas 
Agricultural Experiment Station is now referred to as Texas A&M 
AgriLife Research. 

Fiscal Note: Costs to State and Local Government 

Mr. Cary Betz, designated chairman of the committee, deter-
mined that during the first five-year period the proposed amend-
ment is in effect, there will be no fiscal implications to state and 
local government as a result of the administration of the pro-
posed amendment. The purpose of the proposed amendment is 
to update the names of three member agencies and one mem-
ber program. The effect of the proposed amendment is not antic-
ipated to be significant for any individual agency or organization 
that is a member of the committee or impose substantial costs. 
Similarly, fiscal implications are not anticipated to be significant 
for units of local government that are currently providing informa-
tion for the report. Because the amendment governs the actions 
of the committee member agencies and organizations, no fiscal 
implications or employment impacts are anticipated for any other 
party. 

Public Benefits and Costs 

Mr. Betz also determined that for the first five years the proposed 
amendment is in effect, the public benefit anticipated as a result 
of this proposed amendment will be improved public knowledge 
of committee activities. No public cost of the proposed amend-
ment is anticipated because the proposed amendment only up-
dates the names of three member agencies and one member 
program. 

Small Business and Micro-Business Assessment 

There will be no adverse fiscal implications for small or mi-
cro-businesses as a result of implementation of the proposed 
amendment which only updates the names of three member 
agencies and one member program. 

Small Business Regulatory Flexibility Analysis 

No adverse fiscal implications are anticipated for small or micro-
business as a result of the proposed rule because the proposed 
amendment is to update the names of three member agencies 
and one member program. 

Local Employment Impact Statement 

The committee reviewed this proposed rulemaking and deter-
mined that a local employment impact statement is not required 
because the proposed amendment does not adversely affect a 
local economy in a material way for the first five years that the 
proposed rule is in effect. 

Draft Regulatory Impact Analysis Determination 

The committee reviewed the proposed rulemaking in light of the 
regulatory impact analysis requirements of Texas Government 
Code, §2001.0225, and determined that the rulemaking is not 
subject to Texas Government Code, §2001.0225 because it does 
not meet the definition of a "major environmental rule" as de-
fined in Texas Government Code, §2001.0225(g)(3). The pro-
posed rulemaking updates the names of three member agen-
cies and one member program. The proposed amendment is 
not expected to adversely affect in a material way the economy, 
a sector of the economy, productivity, competition, jobs, the en-
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vironment, or the public health and safety of the state or a sector 
of the state. Furthermore, even if the proposed rule did meet the 
definition of a "major environmental rule," the proposed rule is 
not subject to Texas Government Code, §2001.0225 because it 
does not accomplish any of the four results specified in Texas 
Government Code, §2001.0225(a). 

First, the proposal does not exceed a standard set by federal law 
because there is no equivalent federal statute for the reporting 
of groundwater contamination or for maintaining public files con-
taining documented cases of groundwater contamination. 

Second, this proposal does not exceed an express requirement 
of state law. The committee is specifically authorized under 
TWC, §26.406(d) to adopt rules defining the conditions that con-
stitute groundwater contamination for purposes of inclusion of 
cases in the public files and the joint report. Also, the proposed 
amendment only updates the names of three member agencies 
and one member program. 

Third, this proposal does not exceed a requirement of a delega-
tion agreement or contract between the state and an agency or 
representative of the federal government to implement a state 
and federal program because this proposal only updates the 
names of three member agencies and one member program. 
Finally, this proposal does not adopt a rule solely under the 
general powers of the committee instead of under a specific 
state law. The amendment is specifically proposed under TWC, 
§26.406(d). 

Takings Impact Assessment 

The committee prepared a takings impact assessment for the 
rules in accordance with Texas Government Code, §2007.043. 
The purpose of this rulemaking is to update the names of three 
member agencies and one member program. 

These rules provide for a listing of the duties and responsibilities 
assigned to the committee under TWC, §26.406, concerning the 
maintenance by certain state agencies of public files containing 
documented cases of groundwater contamination and the publi-
cation by the committee, in conjunction with the Texas Commis-
sion on Environmental Quality (TCEQ), of annual groundwater 
monitoring and contamination reports and establish general poli-
cies of the committee to guide such implementation. Because 
the rule governs the actions of the member agencies and organi-
zations on the committee, it does not affect private real property 
and does not, in whole or in part, or temporarily or permanently, 
restrict or limit a property owner's right to the property that would 
otherwise exist in the absence of the rule. 

Consistency with the Coastal Management Program 

The proposed committee rulemaking does not authorize actions 
contained in the Coastal Coordination Act Implementation Rules 
in 31 TAC §505.11(a)(6) or (b)(2) or the Natural Resources 
Code (NRC), Chapter 33. The NRC, §33.205(a), states that "An 
agency or subdivision that takes an agency or subdivision action 
described by §33.2051 or §33.2053 that may adversely affect a 
coastal natural resource area shall comply with the goals and 
policies of the coastal management program." 

31 TAC §505.11(a)(6) and (b)(2), which corresponds directly 
with NRC, §33.2051 and §33.2053, describes agency rule-
making actions that require certain agencies to comply with 
NRC, §33.205(a) and (b), when adopting or amending a rule 
governing certain activities. However, these provisions do not 
list the committee as an agency subject to the provisions of 
NRC, §33.205(a) and (b), or that must demonstrate compliance 

with the goals and policies of the Coastal Management Pro-
gram (CMP). The committee is described as "an interagency 
committee" in TWC, §26.403, with the power to adopt rules 
under TWC, §26.406(d). TWC, §26.403(b), designates the 
TCEQ as the lead agency for the committee, and provides 
that the TCEQ shall administer the activities of the committee; 
however, the committee is given separate statutory power to 
adopt rules under TWC, §26.406(d) and §26.408(c). Therefore, 
cited provisions of the TAC and the NRC do not apply to the 
committee's adoption of rules. 

Nonetheless, should the rulemaking actions of the committee be 
interpreted for any reason as the TCEQ's adoption of rules, none 
of the proposed rules falls under the actions described in 31 TAC 
§505.11(a)(6) and (b)(2) or NRC, §33.2051 or §33.2053. There-
fore, the requirements of the CMP do not apply to this rulemak-
ing. 

Written comments on the consistency of this rulemaking may be 
submitted to the contact person at the address listed under the 
Submittal of Comments section of this preamble. 

Submittal of Comments 

Written comments may be submitted to Patricia Durón, MC 205, 
Office of Legal Services, Texas Commission on Environmental 
Quality, P.O. Box 13087, Austin, Texas 78711-3087 or faxed to 
(512) 239-4808. The comment period closes June 9, 2014. For 
further information, please contact Kathy Humphreys, Environ-
mental Law Division, (512) 239-3417. 

Statutory Authority 

The amendment is proposed under TWC, §26.406, which pro-
vides the committee with rulemaking authority. 

The proposed amendment implements TWC, §§26.401 - 26.408. 

§601.2. Applicability. 

This chapter [These rules] specifically applies [apply] to each state 
agency or organization having membership on the committee. The 
committee is composed of: 

(1) the Texas Commission on Environmental Quality; 

(2) the Texas Department of State Health Services; 

(3) the Texas Department of Agriculture; 

(4) the Railroad Commission of Texas; 

(5) the Texas Water Development Board; 

(6) the Texas Alliance of Groundwater Districts; 

(7) the Texas A&M AgriLife Research [Agricultural Ex-
periment Station]; 

(8) the Bureau of Economic Geology of the University of 
Texas at Austin; 

(9) the Texas State Soil and Water Conservation Board; and 

(10) the Water Well Drillers and [Water Well] Pump In-
stallers Program of the Texas Department of Licensing and Regulation. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402000 
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Robert Martinez 
Director, Environmental Law Division, Texas Commission on 
Environmental Quality 
Texas Groundwater Protection Committee 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 239-2613 

TITLE 34. PUBLIC FINANCE 

PART 11. TEXAS EMERGENCY 
SERVICES RETIREMENT SYSTEM 

CHAPTER 310. ADMINISTRATION OF THE 
TEXAS EMERGENCY SERVICES RETIREMENT 
SYSTEM 
34 TAC §310.6 
The State Board of Trustees of the Texas Emergency Ser-
vices Retirement System (System) proposes an amendment 
to §310.6, concerning local contributions to the System. The 
purpose of the proposed amendment is to create a mechanism 
within the existing local contribution that does not directly affect 
the amount of retiree annuities to be paid, but rather assists the 
System in maintaining an adequate contribution arrangement. 
Government Code, §862.002, authorizes the System to adopt 
rules for a contribution formula that may include additional 
contributions in order to reduce the unfunded accrued actuarial 
liability of the System. 

The System proposes the amendment to §310.6 in order to cre-
ate a mechanism to assist the System in maintaining a pension 
fund that is actuarially sound. 

Elsewhere in this issue, the System withdraws an earlier pro-
posed amendment to §310.6 that was published in the February 
21, 2014, issue of the Texas Register (39 TexReg 1096). The 
amended language that was proposed in that rulemaking notice 
has been included in the current proposal. 

Michelle Jordan, Executive Director, has determined that the 
public benefit for the first five years that the amended rule is in 
effect will be to improve the actuarial valuation of the System 
and provide long-term security to the System. This contribution 
mechanism will provide a method to achieve actuarial sound-
ness for the System, in lieu of the only existing remedies which 
involve a reduction in retiree benefits for volunteer firefighters 
and emergency services personnel. 

Ms. Jordan also has determined the cost to local governments 
that are members of the System will be the addition of a Part 
Two portion to the current contribution. The maximum amount 
of the Part Two contribution is equal to 15% of the Part One con-
tribution, which is currently a minimum of $36 per member per 
month. For example, if a department were contributing $36 per 
month on behalf of ten persons ($360), its monthly contribution 
could never be increased by more than $54 per month in total. 
Every two years, the Part Two contribution will be calculated and 
may be adjusted up or down by the System, based on the actu-
arial valuation. Ms. Jordan has also determined that for the first 
five years the rule will be in effect it is estimated that there will 
be neither additional cost nor a reduction in cost to state govern-
ment for enforcing or administering the rule; that for the first five 

years the rule is in effect there will be no loss or gain in revenue 
to state or local governments; and that for the first five years the 
rule is in effect it will not result in a cost to state government but 
may result in a cost to certain local governments of up to 15% of 
the amount that a local government contributes to the System for 
the provision of benefits for its volunteers through the System. 

The US Fire Administration states, in the introduction to its 2007 
Report on Retention and Recruitment for Volunteer Emergency 
Services, that the average savings a volunteer firefighter brings 
to a local community is $45,000 per year. The System recog-
nizes the financial difficulties that local communities face; how-
ever, it has a fiduciary responsibility to ensure that the pension 
system remains financially stable, continuing as the 1) vital re-
cruiting and retention tool that it has become; and 2) source of 
security for local volunteer fire and emergency services person-
nel. 

The System will gain substantial actuarial soundness as a result 
of adoption of the amended rule. 

Small businesses or individuals would not be affected by the 
adoption of the amended rule. 

Comments on the proposed amendment may be submitted in 
writing to Michelle Jordan, Executive Director, Texas Emergency 
Services Retirement System, P.O. Box 12577, Austin, Texas 
78711-2577, not later than June 9, 2014. Comments may also 
be submitted electronically to michelle.jordan@tesrs.texas.gov 
or faxed to (512) 936-3480. 

The amendment is proposed under the statutory authority of 
Government Code, Title 8, Subtitle H, Texas Emergency Ser-
vices Retirement System, §862.002. 

No other statutes, articles, or codes are affected by the proposed 
amendments. 

§310.6. Local Contributions. 
(a) Except as otherwise provided by this section, each partic-

ipating department shall make a contribution [contribute at least $12] 
for each month or a portion of a month a member performs emergency 
services for the department. The monthly contribution is composed 
of two parts, as follows. Part One is the legacy portion of the con-
tribution that directly impacts future retiree annuities, that includes a 
minimum contribution amount set by the state board. A participating 
department may elect to make contributions at a greater rate by notify-
ing the Executive Director [commissioner] of the rate. Part Two is the 
portion of the local contribution that does not impact annuities. Part 
Two may be adjusted near the end of every even numbered calendar 
year by the state board based on the most recent actuarial valuation to 
be effective for the next two state fiscal years, beginning September 1. 
The Part Two portion of the contribution may be adjusted up or down. 
The purpose of Part Two is to assist the system in achieving an adequate 
contribution rate for system obligations. In no case shall the Part Two 
portion of the contribution, exceed 15 percent of the Part One portion 
of the contribution. Contributions are payable for each month or por-
tion of a month of service regardless of whether the member receives 
a year of qualified service. Contributions are payable as provided by 
§865.014, Government Code, and §310.8 of this title. 

(b) The minimum contribution rate for each participating 
[a] department [that begins participation in the pension system after 
September 1, 2005,] is $36 per member. After August 31, 2015, the 
minimum contribution rate for each participating department is $36 
per member plus any Part Two rate that might be charged by the 
system, as outlined in subsection (a) of this section. 
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[(c)         
participating in the pension system on September 1, 2005, is subject to 
increase according to the following schedule:] 

[(1) on September 1, 2006, $16;] 

[(2) on September 1, 2007, $20;] 

[(3) on September 1, 2008, $24;] 

[(4) on September 1, 2009, $28;] 

[(5) on September 1, 2010, $32; and] 

[(6) on September 1, 2011, $36.] 

(c) [(d)] Contributions are payable during a period of tempo-
rary disability or when leave is taken under the Family and Medical 
Leave Act of 1993 (29 U.S.C. §2601 et seq.), but are not payable when 
a member is performing active military duty, although the member re-
ceives credit for qualified service when performing active military duty. 

(d) [(e)] Contributions required under this section are not con-
sidered compensation to the members for whom they are made. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 25, 2014. 
TRD-201401993 
Michelle Jordan 
Executive Director 
Texas Emergency Services Retirement System 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 936-3474 

   

The minimum monthly contribution rate for a department

TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS 

PART 1. TEXAS DEPARTMENT OF 
PUBLIC SAFETY 

CHAPTER 4. COMMERCIAL VEHICLE 
REGULATIONS AND ENFORCEMENT 
PROCEDURES 
SUBCHAPTER A. REGULATIONS 
GOVERNING HAZARDOUS MATERIALS 
37 TAC §4.1 
The Texas Department of Public Safety (the department) pro-
poses amendments to §4.1, concerning Transportation of Haz-
ardous Materials. The proposed amendment is necessary to 
harmonize updates in Title 49, Code of Federal Regulations with 
those laws adopted by Texas. 

Denise Hudson, Chief Financial Officer, has determined that for 
each year of the first five-year period this rule is in effect there 
will be no fiscal implications for state or local government or local 
economies. 

Ms. Hudson has also determined that there will be no adverse 
economic effect on small businesses or micro-businesses re-
quired to comply with the section as proposed. There is no antic-
ipated economic cost to individuals who are required to comply 

with the rule as proposed. There is no anticipated negative im-
pact on local employment. 

Ms. Hudson has determined that for each year of the first five-
year period the rule is in effect the public benefit anticipated as 
a result of enforcing the rule will be maximum efficiency of the 
Motor Carrier Safety Assistance Program. 

The department has determined that this proposal is not a "ma-
jor environmental rule" as defined by Texas Government Code, 
§2001.0225. "Major environmental rule" is defined to mean a 
rule the specific intent of which is to protect the environment or 
reduce risk to human health from environmental exposure and 
that may adversely affect, in a material way, the economy, a sec-
tor of the economy, productivity, competition, jobs, the environ-
ment or the public health and safety of a state or a sector of the 
state. This proposal is not specifically intended to protect the en-
vironment or reduce risks to human health from environmental 
exposure. 

The department has determined that Chapter 2007 of the Texas 
Government Code does not apply to this proposal. Accordingly, 
the department is not required to complete a takings impact as-
sessment regarding this proposal. 

The Texas Department of Public Safety, in accordance with 
the Administrative Procedure and Texas Register Act, Texas 
Government Code, Chapter 2001, and Texas Transportation 
Code, Chapter 644, will hold a public hearing on Monday, June 
2, 2014, at 9:00 a.m., at the Texas Department of Public Safety, 
Texas Highway Patrol Division, Building G Annex, 5805 North 
Lamar, Austin, Texas. The purpose of this hearing is to receive 
comments from all interested persons regarding the proposed 
amendments to §4.1, regarding Transportation of Hazardous 
Materials, proposed under the authority of Texas Transportation 
Code, Chapter 644, which provides that the director shall, after 
notice and a public hearing, adopt rules regulating the safe 
operation of commercial motor vehicles. 

Persons interested in attending this hearing are encouraged to 
submit advance written notice of their intent to attend the hearing 
and to submit a written copy of their comments. Correspondence 
should be addressed to Major Chris Nordloh, Texas Highway Pa-
trol Division, Texas Department of Public Safety, P.O. Box 4087, 
Austin, Texas 78773-0500. 

Persons with special needs or disabilities who plan to attend 
this hearing and who may need auxiliary aids or services are 
requested to contact Major Chris Nordloh at (512) 424-2775 at 
least three working days prior to the hearing so that appropriate 
arrangements can be made. 

Other comments on this proposal may be submitted to Major 
Chris Nordloh, Texas Highway Patrol Division, Texas Depart-
ment of Public Safety, P.O. Box 4087, Austin, Texas 78773-0500, 
(512) 424-2775. Comments must be received no later than thirty 
(30) days from the date of publication of this proposal. 

These amendments are proposed pursuant to Texas Transporta-
tion 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. 

Texas Transportation Code, §644.051, is affected by this pro-
posal. 

§4.1. Transportation of Hazardous Materials. 
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(a) The director of the Texas Department of Public Safety in-
corporates, by reference, the Federal Hazardous Materials Regulations, 
Title 49, Code of Federal Regulations, Parts 107 (Subpart G), 171 -
173, 177, 178, and 180, including all interpretations thereto, for com-
mercial vehicles operated in intrastate, interstate, or foreign commerce, 
as amended through April 1, 2014 [May 1, 2012]. All other references 
in this section to the Code of Federal Regulations also refer to amend-
ments and interpretations issued through April 1, 2014 [May 1, 2012]. 

(b) (No change.) 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402017 
D. Phillip Adkins 
General Counsel 
Texas Department of Public Safety 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 424-5848 

SUBCHAPTER B. REGULATIONS 
GOVERNING TRANSPORTATION SAFETY 
37 TAC §4.11 
The Texas Department of Public Safety (the department) pro-
poses amendments to §4.11, concerning General Applicability 
and Definitions. The proposed amendment is necessary to har-
monize updates in Title 49, Code of Federal Regulations with 
those laws adopted by Texas. 

Denise Hudson, Chief Financial Officer, has determined that for 
each year of the first five-year period the rule is in effect there 
will be no fiscal implications for state or local government or local 
economies. 

Ms. Hudson has also determined that there will be no adverse 
economic effect on small businesses or micro-businesses re-
quired to comply with the section as proposed. There is no antic-
ipated economic cost to individuals who are required to comply 
with this rule as proposed. There is no anticipated negative im-
pact on local employment. 

Ms. Hudson has determined that for each year of the first five-
year period the rule is in effect the public benefit anticipated as 
a result of enforcing the rule will be maximum efficiency of the 
Motor Carrier Safety Assistance Program. 

The department has determined that this proposal is not a "ma-
jor environmental rule" as defined by Texas Government Code, 
§2001.0225. "Major environmental rule" is defined to mean a 
rule the specific intent of which is to protect the environment or 
reduce risk to human health from environmental exposure and 
that may adversely affect, in a material way, the economy, a sec-
tor of the economy, productivity, competition, jobs, the environ-
ment or the public health and safety of a state or a sector of the 
state. This proposal is not specifically intended to protect the en-
vironment or reduce risks to human health from environmental 
exposure. 

The department has determined that Chapter 2007 of the Texas 
Government Code does not apply to this proposal. Accordingly, 

the department is not required to complete a takings impact as-
sessment regarding this proposal. 

The Texas Department of Public Safety, in accordance with 
the Administrative Procedure and Texas Register Act, Texas 
Government Code, Chapter 2001, and Texas Transportation 
Code, Chapter 644, will hold a public hearing on Monday, June 
2, 2014, at 9:00 a.m., at the Texas Department of Public Safety, 
Texas Highway Patrol Division, Building G Annex, 5805 North 
Lamar, Austin, Texas. The purpose of this hearing is to receive 
comments from all interested persons regarding the proposed 
amendments to §4.11, regarding General Applicability and Def-
initions, proposed under the authority of Texas Transportation 
Code, Chapter 644, which provides that the director shall, after 
notice and a public hearing, adopt rules regulating the safe 
operation of commercial motor vehicles. 

Persons interested in attending this hearing are encouraged to 
submit advance written notice of their intent to attend the hearing 
and to submit a written copy of their comments. Correspondence 
should be addressed to Major Chris Nordloh, Texas Highway Pa-
trol Division, Texas Department of Public Safety, P.O. Box 4087, 
Austin, Texas 78773-0500. 

Persons with special needs or disabilities who plan to attend 
this hearing and who may need auxiliary aids or services are 
requested to contact Major Chris Nordloh at (512) 424-2775 at 
least three working days prior to the hearing so that appropriate 
arrangements can be made. 

Other comments on this proposal may be submitted to Major 
Chris Nordloh, Texas Highway Patrol Division, Texas Depart-
ment of Public Safety, P.O. Box 4087, Austin, Texas 78773-0500, 
(512) 424-2775. Comments must be received no later than thirty 
(30) days from the date of publication of this proposal. 

The amendments are proposed pursuant to Texas Transporta-
tion 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. 

Texas Transportation Code, §644.051, is affected by this pro-
posal. 

§4.11. General Applicability and Definitions. 

(a) General. The director of the Texas Department of Pub-
lic Safety incorporates, by reference, the Federal Motor Carrier Safety 
Regulations, Title 49, Code of Federal Regulations, Parts 40, 380, 382, 
385, 386, 387, 390 - 393, and 395 - 397 including all interpretations 
thereto, as amended through April 1, 2014 [May 1, 2012]. All other 
references in this subchapter to the Code of Federal Regulations also 
refer to amendments and interpretations issued through April 1, 2014 
[May 1, 2012]. The rules adopted herein are to ensure that: 

(1) - (5) (No change.) 

(b) - (c) (No change.) 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 28, 2014. 
TRD-201402018 
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D. Phillip Adkins 
General Counsel 
Texas Department of Public Safety 
Earliest possible date of adoption: June 8, 2014 
For further information, please call: (512) 424-5848 

TITLE 40. SOCIAL SERVICES AND ASSIS-
TANCE 

PART 19. DEPARTMENT OF FAMILY 
AND PROTECTIVE SERVICES 

CHAPTER 700. CHILD PROTECTIVE 
SERVICES 
SUBCHAPTER B. CONFIDENTIALITY AND 
RELEASE OF RECORDS 
40 TAC §700.211 
The Health and Human Services Commission proposes, on 
behalf of the Department of Family and Protective Services 
(DFPS), new §700.211, concerning an Internet application for 
court-appointed volunteer advocates, in its chapter governing 
Child Protective Services. House Bill (HB) 1227, as codified in 
Texas Family Code (TFC) §264.614, required DFPS to develop 
an Internet application that allows a court-appointed volunteer 
advocate (also known as a Court Appointed Special Advocate 
or CASA) to: (1) access the case file of the child for whom the 
volunteer advocate was appointed through DFPS' automated 
case tracking and information management system; and (2) add 
the volunteer advocate's findings and reports to the child's case 
file. 

The requirement to develop the application was contingent on 
the receipt of funding by the legislature. DFPS received funding 
and is currently working to develop, in a staged fashion, the re-
quired Internet application, with the initial access being granted 
to volunteer advocates in approximately September 2014. A 
staged rollout is necessary so that DFPS can provide on-line ac-
cess to certain core data as soon as possible, while working to 
modernize the department's Information Management Protect-
ing Adults and Children of Texas (IMPACT) database system to 
make it possible to provide additional information to volunteer ad-
vocates in the future. Current technology limits expanded data 
sharing because the system commingles data to which volunteer 
advocates are entitled with data that the volunteer advocates 
would not be entitled to, such as privileged attorney-client com-
munications. Similarly, the technology needed to allow CASA to 
upload reports to the child's case file will take longer to develop 
than the technology needed to provide access to certain core in-
formation by September 2014. 

New §700.211: (1) Requires DFPS to develop an Internet appli-
cation that: (a) provides access to a child's case file as further 
specified in the rule and memorandum of understanding (MOU) 
adopted thereto; and (b) will allow a volunteer advocate to add 
the advocate's findings and reports to the case file. (2) Requires 
DFPS to enter into an MOU with the statewide organization rep-
resenting court-appointed volunteer advocates. (3) Specifies 
that the MOU must grant access at a minimum to the following 
information as it relates to the current conservatorship case of 
a child for whom the volunteer has been appointed: (a) demo-

graphic, locating, and contact information for principal and col-
lateral participants; (b) information regarding the child's current 
placement and any prior placements during the same conserva-
torship episode; (c) information regarding the child's authorized 
service level, including supporting documentation in the current 
Common Application for Placement of Children in Residential 
Care; (d) the case plan as that term is defined in §700.1319 of 
this title (relating to What is a case plan?), including the child 
service plan and any family service plan then in effect; (e) infor-
mation related to the child's permanency plan, including docu-
mentation related to permanency planning meetings held on the 
child's behalf; (f) the temporary visitation schedule or visitation 
plan in effect for the case; (g) list of all legal actions and sta-
tuses in the case; (h) educational status information; (i) informa-
tion regarding the child's medical care, including the identity of 
the child's medical consenter, a listing of the child's medical and 
mental health assessments, and the child's medical and devel-
opmental history page; and (j) a listing of the external documents 
associated with the case. (4) Requires the MOU to provide that 
the types of information to which a volunteer advocate may gain 
access will be expanded upon mutual agreement of the parties 
as technological enhancements are made. (5) Sets forth other 
required aspects of the MOU: minimum security protocols; con-
sequences for security breach and improper disclosure; and re-
sponsibilities of each party to the MOU. (6) Clarifies that infor-
mation transmitted through the application remains confidential, 
and transmission does not operate as a waiver of confidentiality. 
(7) Clarifies that for the purposes of the rule, the term "volunteer 
advocate" includes staff with authority to access the records of 
a child in DFPS conservatorship. 

Tracy Henderson, Chief Financial Officer of DFPS, has deter-
mined that for the first five-year period the proposed section will 
be in effect there will be no fiscal implications for state or local 
government as a result of enforcing or administering the section. 

Ms. Henderson also has determined that for each year of the 
first five years the section is in effect the public benefit antici-
pated as a result of enforcing the section will be more efficient 
access by court-appointed volunteer advocates to key informa-
tion in the case file of the child for whom the volunteer advocate 
has been appointed by the court. There will be no effect on large, 
small, or micro-businesses because the proposed change does 
not impose new requirements on any business and does not re-
quire the purchase of any new equipment or any increased staff 
time in order to comply. There is no anticipated economic cost to 
persons who are required to comply with the proposed section. 

HHSC has determined that the new section does not restrict or 
limit an owner's right to his or her property that would otherwise 
exist in the absence of government action and, therefore, does 
not constitute a taking under §2007.043, Government Code. 

Questions about the content of the proposal may be directed 
to Audrey Carmical at (512) 438-3854 in DFPS's Legal Divi-
sion. Electronic comments may be submitted to Marianne.Mc-
Donald@dfps.state.tx.us. Written comments on the proposal 
may be submitted to Texas Register Liaison, Legal Services-500, 
Department of Family and Protective Services E-611, P.O. Box 
149030, Austin, Texas 78714-9030 within 30 days of publication 
in the Texas Register. 

The new section is proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
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the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The new section implements HB 1227 from the 83rd Regular 
Session, as enacted in Texas Family Code §264.614. 

§700.211. Internet Application for Court-Appointed Volunteer Advo-
cates. 

(a) The Department of Family and Protective Services (DFPS) 
shall develop an Internet application that allows a court-appointed vol-
unteer advocate representing a child in DFPS' managing conservator-
ship to: 

(1) access the child's case file, as further specified in sub-
section (b) of this section and Memorandum of Understanding (MOU) 
entered into pursuant thereto; and 

(2) add the volunteer advocate's findings and reports to the 
child's case file. 

(b) DFPS shall enter into a MOU with the statewide organi-
zation representing court-appointed volunteer advocates in order to set 
forth the portions of a child's case file to which an appointed volunteer 
advocate shall have access. The MOU shall at a minimum: 

(1) grant access to the following as it relates to the current 
conservatorship case of the child for whom the advocate has been ap-
pointed: 

(A) demographic, locating, and contact information for 
principal and collateral participants; 

(B) information regarding the child's current placement 
and any prior placements during the same conservatorship episode; 

(C) information regarding the child's authorized service 
level, including supporting documentation in the current Common Ap-
plication for Placement of Children in Residential Care; 

(D) the case plan as that term is defined in §700.1319 of 
this title (relating to What is a case plan?), including the child service 
plan and any family service plan then in effect; 

(E) information related to the child's permanency plan, 
including documentation related to permanency planning meetings 
held on the child's behalf; 

(F) the temporary visitation schedule or visitation plan 
in effect for the case; 

(G) list of all legal actions and statuses in the case; 

(H) educational status information; 

(I) information regarding the child's medical care, in-
cluding the identity of the child's medical consenter, a listing of the 
child's medical and mental health assessments, and the child's medical 
and developmental history page; and 

(J) a listing of the external documents associated with 
the case. 

(2) provide that the types of information to which a volun-
teer advocate may gain access through the Internet application will be 
expanded upon the mutual agreement of the parties as technological en-
hancements are made to the Internet application and to DFPS' Informa-
tion Management Protecting Adults and Children of Texas (IMPACT) 
case management system; 

(3) set forth minimum security protocols CASA organiza-
tions and their volunteers must adhere to in order to minimize the unau-
thorized redisclosure of the information contained in the Internet appli-
cation; 

(4) detail the consequences for breaches of security or the 
unauthorized redisclosure of information accessed through the Internet 
application; and 

(5) clarify the responsibilities of each party to the MOU, 
including any responsibilities for volunteer advocates in registering for 
the application and conditions of continued access to the system. 

(c) Information available to court-appointed volunteer advo-
cates through the Internet application remains confidential, and noth-
ing in this rule shall be construed as a waiver of the confidentiality of 
the information transmitted by the application. 

(d) For purposes of this rule, the term "volunteer advocate" 
includes any staff of the volunteer advocate organization with authority 
to access the records of a child in DFPS' managing conservatorship. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401971 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 

CHAPTER 749. MINIMUM STANDARDS FOR 
CHILD-PLACING AGENCIES 
The Health and Human Services Commission proposes, on 
behalf of the Department of Family and Protective Services 
(DFPS), amendments to §§749.43, 749.101, 749.103, 749.667, 
749.2447, 749.2449, 749.2453, 749.2471, and 749.2815 in 
its chapter governing Minimum Standards for Child-Placing 
Agencies. The purpose of the amendments is to improve the 
safety of children in foster care. Protecting children is the core 
mission of DFPS. 

Late last year the Commissioner of DFPS directed the agency 
to conduct a Child Safety Project to minimize the risk to children. 
As part of that project DFPS held six statewide forums where 
provider groups could share ideas about best practices around 
the provision of safe, nurturing care to children who have suf-
fered abuse and neglect. The forums discussed several differ-
ent areas, including changes to Child Protective Services (CPS) 
policy and procedure, training, contract changes, and minimum 
standard changes. Regarding the minimum standard changes, 
some of the discussion in the forums related specifically to foster 
home screenings and verifications: "taking the necessary time 
to screen and select foster parents", "contacting as many ref-
erences as possible", "relatives are a critical source of informa-
tion", and "carefully assess for gaps or 'red flags'". There was 
also some discussion relating to the supervision of foster homes. 

In January of 2014, the Licensing Division convened the Com-
mittee for Advancing Residential Practices (CARP), which was 
created in the Spring of 2013. The Committee is made up of 
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approximately eight child-placing agency representatives from 
diverse geographic regions of the state, a CPS representative, 
a Licensing Division representative, and several advocates. 
Partially in response to the information obtained during the six 
statewide forums noted above, the Committee met twice to dis-
cuss possible changes to the minimum standards relating to the 
screening and verification of foster homes and the supervision 
of foster homes. The Committee also made recommendations 
for additional changes to the standards. 

These proposed amendments are the first of two sets of rule 
changes to adjust minimum standards to improve safety for chil-
dren in foster care. The second recommended rule changes will 
be later in the year. The proposed amendments establish addi-
tional requirements for screenings and verifications of new foster 
homes, as well as for supervisory visits in new and existing fos-
ter homes. 

A summary of the changes follows: 

The amendment to §749.43 adds the term and definition for 
"trauma informed care" because that terminology has been 
added as paragraph (22) to the table of required information in 
§749.2447 of this title (relating to What information must I obtain 
for the foster home screening?). As a result of the new definition, 
the remaining definitions in the section are renumbered. 

The amendment to §749.101(6)(F): (1) Moves and rewords the 
requirement that was previously found at §749.103(7) of this ti-
tle (relating to What are my operational responsibilities as the 
permit holder?) to conduct ongoing evaluations of foster homes. 
This was done by clarifying that a CPA's required plan to eval-
uate the effectiveness of their system for meeting the rules of 
this chapter must include the evaluation of the accuracy of foster 
home screenings; (2) Adds a requirement that the plan must also 
evaluate the comprehensiveness of supervisory visits; and (3) 
Moves and rewords the requirement that was previously found 
at §749.103(7) to document the unmet rules of this chapter and 
correct all deficiencies. This was done by clarifying that a CPA's 
required plan must identify problems, correct the problems, and 
document the problems identified and when and how the prob-
lems were corrected. 

The amendment to §749.103 concerns paragraph (7). Para-
graph (7): (1) Clarifies that the plans required to be developed 
pursuant to §749.101(6) of this title (relating to What are my 
responsibilities as the permit holder before I begin operating?) 
must be implemented, which was always the intent of the rules; 
(2) The previous requirement to conduct ongoing evaluations of 
foster homes, including documenting unmet rules of this chapter 
and correcting all deficiencies, was moved to §749.101(6)(F); (3) 
Adds a requirement that a CPA's plan to evaluate the effective-
ness of their system for meeting the rules of this chapter must 
also evaluate the comprehensiveness of supervisory visits; and 
(4) Adds a requirement for current CPAs to update their plans 
as necessary to achieve compliance with these changes. The 
current CPAs must submit the updated plan and implement the 
plan by March 1, 2015. Paragraphs (6) and (14) are also clari-
fied with minor non-substantive changes to the language of the 
rule. 

The amendment to §749.667 adds paragraph (1)(B), which adds 
that child placement management staff must review and approve 
"documentation of supervisory visits." 

The table of required information in §749.2447 lists the informa-
tion that a child-placing agency must obtain, document, and as-

sess when screening a prospective foster parent. The changes 
are as follows: 

Paragraphs (4) and (10) are amended to require the gathering 
of information (in addition to any current marital information) 
on current and previous relationships, including common-law 
marriages and other relationships between people who share or 
have shared a domestic life without being married, and assess-
ing the impact that any significant prior or current interpersonal 
relationships might have on the current environment and the 
prospective foster parents' ability to care for foster children. 

Paragraph (6) is amended to require specific proof of a prospec-
tive foster family's income for the past 60 days, by requiring two 
bank statements, a tax return, or other documented verification, 
and a monthly itemized household expense report. 

Paragraph (7) adds a requirement that a CPA must request ser-
vice call information from law enforcement for the foster parents' 
addresses for the past two years, in addition to the current re-
quirement to obtain law enforcement information only on domes-
tic violence calls identified by the foster parent in the previous 
one year period. The requirement to obtain law enforcement 
information directly from foster parents has been changed to in-
clude any type of law enforcement service call information (not 
just domestic violence calls) and lengthen the time frame from 
one year to two years. Any information obtained from law en-
forcement must be discussed with the foster parents, assessed, 
and documented. 

Paragraph (8) clarifies that when a prospective foster parents' 
motivation to foster is being assessed, this also includes their 
"willingness" to foster. 

Paragraph (9) clarifies that if there are any health related issues 
noted, there must be a discussion with the prospective foster 
parents regarding how the health issue may affect their ability to 
care for a child. 

Paragraph (13) clarifies that any disciplinary methods approved 
by a CPA must comply with the current disciplinary rules in Chap-
ter 749. 

Paragraph (19) clarifies that when discussing support systems 
for the prospective foster parents, the discussion must include 
any information on any person that might provide support as a 
caregiver during an unexpected event or crisis like the death of a 
family member. The identity and availability of each person that 
will provide support as a caregiver must be verified and docu-
mented. 

Paragraph (22) clarifies the discussion that must be had with the 
prospective foster parents regarding the foster home's willing-
ness and ability to work with children with respect to challenging 
behaviors, age range, gender, number of children, and services 
to be provided (e.g., respite child care). This paragraph also 
adds the requirement to discuss with the prospective foster par-
ents their understanding of the concepts of trauma informed care 
and how they would use those concepts in relation to the children 
placed in their home. 

Paragraph (23) clarifies that the assessment by the CPA must 
address with the prospective foster parents a previous closure of 
their home by another CPA, including any potential risk indicators 
that were not adequately addressed by the prior CPA, before 
approval and verification of the home. 
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Paragraphs (2), (12), (14), (16), and (17) have minor non-sub-
stantive changes for purposes of consistency, clarity, accuracy, 
and gender neutrality. 

The amendment to §749.2449: (1) requires all adult children to 
be interviewed before verification by deleting a prior exception 
for a CPA that documented reasonable but unsuccessful efforts 
to contact the adult child; (2) requires three additional interviews 
for a foster home screening: one with a family member not living 
in the home; and two with neighbors, school personnel, clergy, 
or other community members; and (3) clarifies other portions of 
this rule for consistency. 

The amendment to §749.2453 requires foster home screenings 
to be updated when there is a major life change in the foster 
family. The update may be done by using an addendum. 

The amendment to §749.2471 clarifies that indicators of potential 
risk to children must be addressed with the prospective foster 
parents prior to verification of the home, and all of this must be 
documented in the foster home screening. 

The amendment to §749.2815 increases from one to two the 
number of supervisory visits of foster homes that must be unan-
nounced; and adds minimum requirements that must be eval-
uated and documented at each supervisory visit, including: (1) 
any change to household members, frequent visitors, or persons 
that will provide support as caregivers during an unexpected 
event or crisis situation; (2) any major life changes in the foster 
family; (3) any change to disaster and emergency plans; and (4) 
discussions with the foster family about challenging behaviors 
of children, the level of stress of the foster family, and methods 
for responding to a child's challenging behavior and/or alleviat-
ing any significant stress the foster family is experiencing. 

Tracy Henderson, Chief Financial Officer of DFPS, has deter-
mined that for the first five-year period the proposed sections will 
be in effect there will be no significant fiscal implications for state 
or local government as a result of enforcing or administering the 
sections. Aspects of the CPS program operate as a certified 
child-placing agency, and the CPS foster and adoption develop-
ment (FAD) staff perform the foster and adoptive home screen-
ing and supervision functions that are the subject of these rule 
changes. The FAD staff are currently meeting the new require-
ments for additional interviews and discussions about Trauma 
Informed Care (TIC). In order to comply with these rule changes, 
FAD staff will be required to spend some additional time assess-
ing and evaluating prospective foster parents and conducting su-
pervisory visits, but it is anticipated that this additional staff time 
can be absorbed within existing resources. In addition, the FAD 
management will have to spend some time setting up a system 
to evaluate the comprehensiveness of supervisory visits, but it 
is anticipated that management can set up an ongoing evalua-
tion system within existing resources by working with the current 
CPS system that already looks at continuous quality improve-
ment throughout the CPS system. 

Ms. Henderson also has determined that for each year of the 
first five years the sections are in effect the public benefit antici-
pated as a result of enforcing the sections will be that the safety 
of children in foster care and the quality of their care will be im-
proved due to updating standards that will require child-placing 
agencies to take additional time to assess, evaluate, and super-
vise foster homes. There is an anticipated adverse impact on 
large, small, or micro-businesses that must comply with these 
rule changes, namely child-placing agencies that provide fos-
ter care services. The rule changes do not impact child-placing 

agencies that only provide adoption services. There is no antici-
pated economic cost to persons who are required to comply with 
the proposed sections - other than those persons in the capacity 
of a CPA. 

The DFPS 2012 Annual Report and Data Book states that there 
are 209 child-placing agencies (CPAs). Of those, it is estimated 
that 163 CPAs provide foster care services (which can be foster 
care services only, or foster care and adoption services). The 
other estimated 46 CPAs that only provide adoption services will 
not be discussed in this fiscal impact analysis, because the rule 
changes do not impact the CPAs that only provide adoption ser-
vices. 

Of the 163 CPAs that provide foster care services, 152 are pri-
vate CPAs. There are also 11 CPS regional divisions that oper-
ate as certified CPAs. The 11 CPS CPAs will not be discussed 
in this section of the fiscal impact analysis, because they do not 
meet the legal definition of a large, small, or micro-business. 
However, the impact to CPS was discussed in the paragraph 
concerning impact to state or local government. 

Licensing has identified the following proposed rules in Chapter 
749 as potentially having an adverse fiscal impact on CPAs: 

(1) §749.101(6)(F) of this title (relating to What are my responsi-
bilities as the permit holder before I begin operating?); 

(2) §749.103(7) of this title (relating to What are my operational 
responsibilities as the permit holder?); 

(3) §749.667(1)(B) of this title (relating to What are the respon-
sibilities of child placement management staff?); 

(4) §749.2447(4), (6), (7) and (22) of this title (relating to What 
information must I obtain for the foster home screening?); 

(5) §749.2449(a)(6), (7) and (8) of this title (relating to Whom 
must I interview when conducting a foster home screening?); 

(6) §749.2453 of this title (relating to When must I update the 
foster home screening?); and 

(7) §749.2815(c) of this title (relating to How often must I have 
supervisory visits with the foster home and what must be evalu-
ated during the supervisory visit?). 

Of the 152 private CPAs, the number of foster homes that each 
agency verifies from year to year varies significantly. A few CPAs 
have hundreds of foster homes that are currently verified and 
are under the CPA's purview. Other CPAs have 20 to 50 fos-
ter homes, while still others may only have a handful of foster 
homes. Given this variation, it is not possible to project the fiscal 
impact to each CPA; however, it is possible to project an aver-
age "unit cost" for certain types of activities newly required by 
the amended rules. 

The fiscal impact primarily results from additional staff time 
needed to: (1) further assess prospective foster parents; (2) 
develop and implement evaluation plans; and (3) provide closer 
supervision of foster homes. For use in the impact analysis, 
DFPS estimated the additional staff time required to comply 
with the standards through discussions with CARP during the 
January 2014 meetings, through individual discussions with 
members of CARP, and through individual discussions with CPS 
staff. 

The staff time required to comply with the standards will impact 
CPA administrative assistants, child placement staff, child place-
ment management staff, and the child-placing agency adminis-
trator. For use in the impact analysis, DFPS calculated hourly 
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wages for each of these categories of CPA staff, as follows (ac-
tual salaries paid to staff by a CPA may be greater or less than 
the averages used for these projections): 

Administrative Assistant - To estimate the current wages for 
an administrative assistant for a CPA, Licensing gathered 
data from the Texas Workforce Commission's SOCRATES 
2020 (Standardized Occupational Components for Research 
and Analysis Trends in Employment System) program. The 
statewide average wage for an administrative assistant was 
listed as $31,016 per year or $14.91 per hour. Licensing esti-
mated that administrative assistants that would be performing 
the new requirements would have comparable wages. 

Child Placement Staff - The 2013 average salary for FAD Work-
ers (CPS Specialists I - V) was used to determine the salary costs 
for the child placement staff because the FAD Workers are the 
child placement staff for CPS. The FY 2013 average salary for a 
FAD Worker is $41,415 per year or $19.91 per hour. 

Child Placement Management Staff - The 2013 average salary 
for FAD Supervisors (CPS Supervisors I - II) was used to de-
termine the salary costs for the child placement management 
staff because the FAD Supervisor is the position that most often 
meets the minimum qualifications for and acts as the child place-
ment management staff for CPS. The FY 2013 average salary 
for a FAD Supervisor is $48,238 per year or $23.19 per hour. 

CPA Administrator - The 2013 average salary for CPS Regional 
Directors was used to determine the salary costs for the CPA 
administrator because the CPS Regional Directors act as the 
CPA administrator for each CPS region. The FY 2013 average 
salary for a CPS Regional Director is $70,393 per year or $33.84 
per hour. 

Fiscal Impact for Proposed §749.101(6)(F): This section relates 
to the plan that a CPA must submit to Licensing before oper-
ating. The plan must describe how the CPA will evaluate the 
effectiveness of their system for meeting the rules of this chap-
ter. The amendment requires the CPA to specify in the plan how 
the CPA will evaluate the accuracy of foster home screenings, 
the comprehensiveness of supervisory visits, and how the eval-
uation process will identify problems, correct the problems, and 
document both. Because this new task is just one of many ways 
in which the CPA must describe how it will ensure compliance 
with minimum standards, it is expected that the additional costs 
for completing the plan will be relatively minimal. It is anticipated 
that the CPA Administrator will spend an average of 1 - 2 ad-
ditional hours to develop the newly required information in the 
plan submitted to Licensing. Therefore, the one-time cost for 
the CPA Administrator to develop a more specific plan that effec-
tively evaluates meeting the rules of this chapter will be between 
approximately $33.84 and $67.68. 

Fiscal Impact for Proposed §749.103(7): This section clarifies 
that the plans required to be developed pursuant to §749.101(6) 
must be implemented, which was always the intent of the rule. 
The previous requirement to conduct ongoing evaluations of fos-
ter homes, including documenting unmet rules of this chapter 
and correcting all deficiencies was moved to §749.101(6)(F). 
However, the new requirement to the plan is that it must also 
evaluate the comprehensiveness of supervisory visits, which will 
have to be implemented. In addition, the rule requires current 
CPAs to update their plan to meet this requirement and imple-
ment the update by March 1, 2015. 

Pursuant to §749.101(6)(F), a CPA has wide latitude in devel-
oping a system to effectively evaluate meeting the rules of this 

chapter, including evaluating the comprehensiveness of the su-
pervisory visits. CPAs will have a cost associated with imple-
menting the extended plan that is developed for the operation. 
However, the cost should be minimal, because it will be incor-
porated into the system the CPA develops. It is impossible to 
estimate this fiscal impact, because the evaluation systems to 
be developed by the individual CPAs are unknown and will be 
varied. For large CPAs there may be a quality control unit. For 
small operations, that responsibility may lie with the Administra-
tor or the child placement management staff. In any event, it is 
not anticipated that this cost will be significant to CPAs. 

The fiscal impact to existing CPAs to implement amended 
plans to come into compliance with the new requirements in 
§749.101(6)(F) is anticipated to be the same as the impact to 
new CPAs. The existing CPAs will also be incorporating the 
system for evaluating the comprehensiveness of supervisory 
visits into their current system that already effectively evaluates 
meeting the rules of this chapter. 

Fiscal Impact for Proposed §749.667(1)(B): This section re-
quires child placement management staff to review and approve 
the documentation of supervisory visits for compliance with 
§749.2815. Discussions with the CARP and its members 
indicated that many providers already have child placement 
management staff reviewing and approving the documenta-
tion of the supervisory visits. For CPAs that are not currently 
complying with this amendment, it is anticipated that the review 
and approval of the documentation of supervisory visits will 
require an average of one additional hour of child placement 
management staff time per supervisory visit. Since quarterly 
visits are required, the additional time would be four hours per 
year for each of the CPAs' verified foster homes. Therefore, the 
child placement management staff cost for the additional time 
needed to review and approve the documentation of the super-
visory visits for each foster home per year will be approximately 
$92.76. 

Fiscal Impact for Proposed §749.2447(4): This section requires 
child placement staff to discuss with the foster parents current 
and previous significant interpersonal relationships, not just cur-
rent marriages. Discussions with CARP and its members indi-
cated that much of this information is already being obtained. 
However, for those CPAs that have not been gathering this in-
formation, it is anticipated that the additional time needed by the 
child placement staff to gather and discuss this information is an 
average of 30 minutes - one additional hour (a one-time cost per 
foster home screened). Therefore, the child placement staff cost 
for the additional time needed to discuss additional relationships 
for each foster home screened will be between approximately 
$9.95 and $19.91. 

Fiscal Impact for Proposed §749.2447(6): This section requires 
child placement staff to verify proof of income, including obtain-
ing two bank statements, a tax return, or other documented veri-
fication and an itemized monthly household expense report. This 
requirement is a much more specific than current standards. It 
is anticipated that it will take child placement staff an average of 
one - three additional hours to meet this new requirement (a one-
time cost per foster home screened). In addition, it will take child 
placement management staff an average of 15 minutes - one ad-
ditional hour to review and approve this additional information (a 
one-time cost per foster home screened). Therefore, the child 
placement staff cost for the additional time needed to discuss 
and verify proof of income for each foster home screened will 
be between approximately $19.91 and $59.73. The child place-
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ment management staff cost for the additional time needed to re-
view and approve proof of income for each foster home screened 
will be between approximately $5.80 and $23.19. The total staff 
costs for the additional time needed to gather, review and ap-
prove the foster home screening information related to proof of 
income will be between approximately $25.71 and $82.92 per 
foster home screened. 

Fiscal Impact for Proposed §749.2447(7): This section requires 
a CPA to obtain and assess service call information from law 
enforcement for the foster parents' addresses for the past two 
years. This rule may result in two different types of fiscal impact 
on providers. 

(1) Information obtained from different law enforcement agencies 
indicate that the request will usually need to be in writing (letter-
head by letter, fax, or e-mail) and the time frame for responding 
should be 5 - 10 days. It is anticipated that an average of two 
to five additional hours of staff time will be needed to obtain this 
information, track the request, discuss it with the prospective fos-
ter parents, and assess the situation (a one-time cost per foster 
home screened). It is estimated that a mixture of administrative 
assistant staff time and child placement staff time will be used 
for this purpose. For purposes of calculating a cost, the time will 
be split evenly between these two types of staff. Therefore, the 
staff cost for the additional time needed to obtain the information, 
track the request, discuss it, and assess it for each foster home 
screened will be between approximately $34.82 and $87.06 {1 
hour X $14.91 (administrative assistant hourly costs) + 1 hour 
X $19.91 (child placement staff hourly costs)} and {2.5 hours 
X $14.91 (administrative assistant hourly costs) + 2.5 hours X 
$19.91 (child placement staff hourly costs)}. 

(2) Many law enforcement agencies will not charge for e-mail re-
sponses or for five pages or less sent through the mail, but some 
agencies charge 10 cents to 25 cents per page and/or postage 
costs. While an occasional check may result in a nominal charge 
to a CPA for the costs of making this information available, it is 
anticipated that most foster parent applicants will have no prior 
law enforcement calls in their homes and therefore the per page 
and mailing costs for most CPAs are projected to be very mini-
mal. 

Fiscal Impact for Proposed §749.2447(22): This section requires 
a discussion with prospective foster parents regarding their un-
derstanding of the concepts of trauma informed care (TIC) and 
how they will use those concepts in relation to children placed 
in their care. More than likely, a discussion with prospective fos-
ter parents regarding TIC will require some type of training to be 
provided to the foster parents before the prospective foster par-
ent will be able to discuss and understand TIC. This rule may 
result in two different types of fiscal impact on providers: costs 
for training and costs for additional staff time. 

Of the 152 private CPAs providing foster care services, 112 cur-
rently contract with DFPS to provide foster care services to chil-
dren in the managing conservatorship of DFPS. The CPAs that 
currently contract with DFPS have been required by contract 
since 2012 to train their foster parents on TIC. Discussions with 
the CARP and its members indicated that the DFPS contracted 
providers are also already discussing TIC with their prospec-
tive foster parents and documenting the discussions in the fos-
ter home screening. For the CPAs that currently contract with 
DFPS, there will be no additional costs for training or additional 
staff time. 

There are approximately 40 CPAs that provide foster care ser-
vices and do not contract with DFPS. Of the 40 CPAs that do 
not contract with DFPS, approximately 90% or 36 of those CPAs 
oversee three or fewer foster homes (11 CPAs have no current 
foster homes, and nine CPAs were not in operation at the time 
this fiscal analysis was prepared). The number of CPAs that 
provide foster care services and do not contract with DFPS is 
small, and the large majority only verify a small number of foster 
homes. This rule does not specifically require training, so there 
are no specifications on how training is to be provided. Since 
the training can be self-taught and there are web-based train-
ings for foster parents that are currently available at no cost, it 
is not anticipated that the trainings of these foster parents will 
have a fiscal impact. However, it is anticipated that to obtain 
and document the information regarding TIC for the prospective 
foster parents will take an average of one - two additional hours 
of child placement staff time (a one-time cost per foster home 
screened). Therefore, the child placement staff cost for the ad-
ditional time needed to discuss and document the information 
regarding TIC for each foster home screened will be between 
approximately $19.91 and $39.82. 

Fiscal Impact for Proposed §749.2449(a)(6): This section makes 
it mandatory in the foster home screening that all adult children 
must be interviewed before verification by deleting a prior excep-
tion for a CPA that documented reasonable but unsuccessful ef-
forts to contact an adult child. The impact this rule will have on 
specific foster homes is difficult to assess. In many instances, all 
adult children are interviewed and no exception was previously 
used. However, in those situations where the previous excep-
tion would have been used, then additional time will be needed 
to locate and interview the adult child. If the adult child cannot 
be found or refuses to talk to the CPA, then the CPA will need to 
request a variance from Licensing in order to verify the home. To 
request a variance will require additional time to determine the 
need for a variance, request the variance, track the variance, 
and respond to any Licensing questions. 

(1) It is impossible to know how many adult children that would 
not have previously been found, will now be found and will re-
quire an interview. If CPAs have to conduct additional interviews 
of adult children that previously could not be found, it is antici-
pated that it will take an average of one - three additional hours of 
child placement staff time to locate and interview the adult child 
and document the interview. Therefore, the child placement staff 
cost for the additional time for an adult child interview will be be-
tween approximately $19.91 and $59.73. The total costs to any 
given CPA will vary depending upon the number of additional 
adult children of the prospective foster parent who will be inter-
viewed as a result of this rule. 

(2) It is impossible to know how many adult children will not be 
found or will refuse to talk to a CPA, but it is assumed that there 
will not be a large number of these. If the adult child cannot be 
found or refuses to talk to the CPA, then the CPA will need to 
request a variance to verify the home. It is anticipated that it will 
take an average of one - three additional hours to exhaust all 
attempts to locate the adult child, determine a need for a vari-
ance, request the variance, track the variance, and respond to 
any Licensing questions. Licensing estimated that this additional 
time would be divided evenly between an administrative assis-
tant, child placement staff, and child placement management 
staff. Therefore, the staff cost for the additional time needed to 
request the variance will be between $19.14 and $58.01 {0.33 
hours X $14.91 (administrative assistant hourly costs) + 0.33 
hours X $19.91 (child placement staff hourly costs) + 0.33 hours 
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X $23.19 (child placement management staff hourly costs)} and 
{1 hour X $14.91 (administrative assistant hourly costs) + 1 hour 
X $19.91 (child placement staff hourly costs) +1 hour X $23.19 
(child placement management staff hourly costs)}. 

Fiscal Impact for Proposed §749.2449(a)(7) and (8): This sec-
tion requires three additional interviews for a foster home screen-
ing, including one with a family member not living in the home 
and two with other community members. The interviews will re-
late to the suitability of the prospective foster parents to provide 
care to children. Discussions with the CARP and its members in-
dicated that most CPAs already conduct similar interviews, usu-
ally of unrelated individuals. Therefore, this rule will have little to 
no fiscal impact on most CPAs. However, for any CPA that does 
not currently conduct these additional interviews, it is anticipated 
that it will take an average of one - three additional hours per in-
dividual interviewed to contact the individual, make an appoint-
ment if necessary, interview the individual, and document the in-
terview. Since three interviews are required, it is anticipated that 
it will take an average of three - nine additional hours of child 
placement staff time per foster home screened. Therefore, the 
child placement staff cost for the additional time to conduct and 
document these three interviews will be between approximately 
$59.73 and $179.19, per foster home screened for any CPA not 
already conducting such interviews. 

Fiscal Impact for Proposed §749.2453: This section requires a 
foster home screening to be updated when there is a "major life 
change in a foster family." Major life changes include such mat-
ters as divorce, serious illness, or prolonged period of unem-
ployment of a foster parent. It is not anticipated that major life 
changes in a foster home will occur very often. However, if a 
major life change does occur, then this update, which can be 
made with an addendum, will be required. On the occasions 
when an update is needed, it is anticipated that it will take an 
average of one - three hours of child placement staff time to up-
date the home study and an average of 15 - 30 minutes of child 
placement management staff time to review and approve the up-
date. Therefore, the child placement staff cost for the additional 
time needed to update a foster home screening, as needed, will 
be between approximately $19.91 and $59.73. The child place-
ment management staff cost for the additional time needed to 
review and approve the update will be between approximately 
$5.80 and $11.60. The total staff costs for the additional time 
needed to update a foster home screening will be between ap-
proximately $25.71 and $71.33. 

Fiscal Impact for Proposed §749.2815(c): Quarterly supervised 
visits with the foster home are currently required and must be 
conducted and documented by child placement staff. This sec-
tion adds a requirement that certain matters (e.g. changes to 
the foster home, challenging behaviors of a child, and the stress 
level of the foster parents) must be evaluated at each supervi-
sory visit. Discussions with providers indicate that while staff do 
currently discuss many of the items noted in this change, they 
do not discuss all of these items and some are not discussed 
at every supervisory visit. More in depth discussions with the 
foster parents will be needed to meet this new requirement. It is 
anticipated that it will take child placement staff an average of 15 
minutes - one additional hour per supervisory visit to meet this 
new requirement. Since quarterly visits are required, the addi-
tional time is an average of one - four additional hours per year 
for each of the CPAs verified foster homes. Therefore, the staff 
cost for the additional time needed for supervisory visits for each 
foster home per year will be between approximately $19.91 and 
$79.64. 

Regulatory Flexibility Analysis: As previously noted in this pre-
amble, these rule amendments only apply to the approximately 
163 CPAs that currently provide foster care services (which can 
be foster care services only, or foster and adoption services). 
Of those 163 CPAs, only 18 potentially meet the statuary defini-
tion of a small or micro-business, because only 18 of the CPAs 
are for-profit businesses. Of those 18 CPAs, 14 of them cur-
rently contract with DFPS to provide foster care services. For 
the other four that do not contract with DFPS to provide foster 
care services, three have no current foster homes under their 
purview and the fourth CPA only has two verified foster homes 
under its purview. 

Of these 18 CPAs it is estimated that almost all of them are small 
businesses and probably half are micro-businesses (note: fos-
ter parents are not being counted as employees). The projected 
economic impact on small businesses was addressed in the fore-
going section of the preamble. This impact applied to all CPAs 
that provide foster care services and is the same for the 18 CPAs 
identified as small or micro-businesses. And as noted above, 
with the widely varying number of foster homes verified by each 
CPA, the fiscal impact of these rules to any particular CPA will 
vary widely, with the total dollar impact likely to be greater for 
larger CPAs and less for smaller CPAs. 

DFPS did not consider any alternatives to the rule amendments 
being proposed to ameliorate the impact on CPAs who are small 
or micro-businesses, because the very purpose of all of these 
rule changes is to ensure the health and safety of children in 
foster homes - regardless of the size of the CPA that verifies and 
supervises the foster home. 

HHSC has determined that the proposed amendments do not 
restrict or limit an owner's right to his or her property that would 
otherwise exist in the absence of government action and, there-
fore, do not constitute a taking under §2007.043, Government 
Code. 

Questions about the content of the proposal may be directed 
to Gerry Williams at (512) 438-5559 in DFPS's Licensing Divi-
sion. Electronic comments may be submitted to Marianne.Mc-
Donald@dfps.state.tx.us. Written comments on the proposal 
may be submitted to Texas Register Liaison, Legal Services-497, 
Department of Family and Protective Services E-611, P.O. Box 
149030, Austin, Texas 78714-9030 within 30 days of publication 
in the Texas Register. 

SUBCHAPTER B. DEFINITIONS AND 
SERVICES 
DIVISION 1. DEFINITIONS 
40 TAC §749.43 
The amendment is proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendment implements HRC §42.042. 

§749.43. What do certain words and terms mean in this chapter? 
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♦ ♦ ♦ 

The words and terms used in this chapter have the meanings assigned 
to them under §745.21 of this title (relating to What do the follow-
ing words and terms mean when used in this chapter?), unless another 
meaning is assigned in this section or unless the context clearly indi-
cates otherwise. The following words and terms have the following 
meanings unless the context clearly indicates otherwise: 

(1) - (57) (No change.) 

(58) Trauma Informed Care (TIC)--Care for children that 
is child-centered and considers the unique culture, experiences, and 
beliefs of the child. TIC takes into consideration: 

(A) The impact that traumatic experiences have on the 
lives of children; 

(B) The symptoms of childhood trauma; 

(C) An understanding of a child's personal trauma his-
tory; 

(D) The recognition of a child's trauma triggers; and 

(E) Methods of responding that improve a child's ability 
to trust, to feel safe, and to adapt to changes in the child's environment. 

(59) [(58)] Treatment director--The person responsible for 
the overall treatment program providing treatment services. A treat-
ment director may have other responsibilities and may designate treat-
ment director responsibilities to other qualified persons. 

(60) [(59)] Universal precautions--An approach to infec-
tion control where all human blood and certain human body fluids are 
treated as if known to be infectious for HIV, HBV, and other blood-
borne pathogens. 

(61) [(60)] Volunteer--A person who provides [services]: 

(A) Child-care services, treatment services, or pro-
grammatic services under the auspices of the agency without monetary 
compensation, including a "sponsoring family;" or 

(B) Any type of services under the auspices of the 
agency without monetary compensation when the person has unsuper-
vised access to a child in care. 

(62) [(61)] Water activities--Activities related to the use 
of splashing pools, wading pools, swimming pools, or other bodies of 
water. 

(63) [(62)] Young adult--An adult whose chronological 
age is between 18 and 22 years, who is currently in a residential child-
care operation, and who continues to need child-care services. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401965 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 

       For further information, please call: (512) 438-3437

SUBCHAPTER C. ORGANIZATION AND 
ADMINISTRATION 

DIVISION 1. PERMIT HOLDER 
RESPONSIBILITIES 
40 TAC §749.101, §749.103 
The amendments are proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendments implement HRC §42.042. 

§749.101. What are my responsibilities as the permit holder before I 
begin operating? 
Before you begin operating, you are responsible for: 

(1) - (5) (No change.) 

(6) Developing and providing us your plan for ensuring 
that: 

(A) - (E) (No change.) 

(F) You evaluate the effectiveness of your system for 
meeting the rules of this chapter, including evaluating the accuracy of 
foster home screenings and the comprehensiveness of the supervisory 
visits. This plan must describe how your evaluation process will: [and 
describe the process your agency will use to address problems that your 
evaluation system identifies; and ] 

(i) Identify problems, including deficiencies; 

(ii) Correct the problems identified; and 

(iii) Document the problems identified and when 
and how the problems were corrected; and 

(7) (No change.) 

§749.103. What are my operational responsibilities as the permit 
holder? 
When you begin operating, you must: 

(1) - (5) (No change.) 

(6) Allow us to inspect or monitor any [one] of your foster 
homes at any time; 

(7) Implement the plans that you developed and provided 
to us according to §749.101(6) of this title (relating to What are my 
responsibilities as the permit holder before I begin operating?). If you 
obtained your permit before September 1, 2014, and your current eval-
uation plan does not comply with §749.101(6)(F) of this title, then you 
must update the evaluation plan, provide it to us, and implement it by 
March 1, 2015; [Conduct ongoing evaluations of verified foster homes, 
including documentation of unmet rules of this chapter and correction 
of all deficiencies;] 

(8) - (13) (No change.) 

(14) Prior to implementing any changes, inform us of any 
changes to the plan you developed under §749.101(6) [§749.101] of 
this title [(relating to What are my responsibilities as the permit holder 
before I begin operating?)]; 

(15) - (18) (No change.) 
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♦ ♦ ♦ 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401966 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 

♦ ♦ ♦ 

SUBCHAPTER E. AGENCY STAFF AND 
CAREGIVERS 
DIVISION 3. CHILD PLACEMENT STAFF 
40 TAC §749.667 
The amendment is proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendment implements HRC §42.042. 

§749.667. What are the responsibilities of child placement manage-
ment staff? 

Child placement management staff must: 

(1) Review and approve: 

(A) (No change.) 

(B) Documentation of supervisory visits for compli-
ance with §749.2815 of this title (relating to How often must I have 
supervisory visits with the foster home and what must be evaluated 
during a supervisory visit?); 

(C) [(B)] Investigation findings; and 

(D) [(C)] Corrective and adverse action plans involving 
foster families; and 

(2) (No change.) 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401967 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 

SUBCHAPTER M. FOSTER HOMES: 
SCREENINGS AND VERIFICATIONS 
DIVISION 2. FOSTER HOME SCREENINGS 
40 TAC §§749.2447, 749.2449, 749.2453 
The amendments are proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendments implement HRC §§42.042, 42.0535, and 
42.0561. 

§749.2447. What information must I obtain for the foster home 
screening? 
You must obtain, document, and assess the following information about 
a prospective foster home: 
Figure: 40 TAC §749.2447 

§749.2449. Whom must I interview when conducting a foster home 
screening? 

(a) Interviews for a foster home screening must be docu-
mented and must include at least: 

(1) (No change.) 

(2) One individual interview with each child three years old 
or older living in the home either full- or part-time [full or part time]; 

(3) One individual interview with each other person living 
in the home either full- or part-time [full or part time with the family]; 

(4) (No change.) 

(5) One family group interview with all family members 
living in the home; [and] 

(6) One interview, by telephone, in person, or by letter, 
with each [any] minor child 12 years old or older or adult child of the 
prospective foster parents not living in the home;[. If you cannot reach 
an adult child to interview, you must document your reasonable efforts 
to reach the child.] 

(7) A minimum of one interview, by telephone, in person, 
or by letter with a family member not living in the home and not already 
interviewed; and 

(8) A minimum of two interviews, by telephone, in person, 
or by letter with neighbors, school personnel if the prospective foster 
parents have school age children, clergy, or any other member of the 
prospective foster parents' community who are unrelated to the foster 
parents and can provide a description of the prospective foster parents' 
suitability to provide care for children. 

(b) (No change.) 

§749.2453. When must I update the foster home screening? 
(a) You must [may] update a foster home screening [you com-

pleted], as follows: [but you are not required to do so except under] 

(1) Under the circumstances described in §749.307(a) of 
this title (relating to What happens to the foster homes supervised by 
[under] a branch office when the branch office closes?); and[.] 
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♦ ♦ ♦ 

(2) When there is a major life change in the foster family 
as described in §749.2805 of this title (relating to What is a "major life 
change in the foster family"?). 

(b) A foster home screening update may be made by using an 
addendum. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401968 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 

♦ ♦ ♦ 

DIVISION 3. VERIFICATION OF FOSTER 
HOMES 
40 TAC §749.2471 
The amendment is proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendment implements HRC §§42.042, 42.0535, and 
42.0561. 

§749.2471. What must I do to verify a foster home? 

Verifying a foster home includes the following steps: 

(1) - (2) (No change.) 

(3) Obtaining the following: 

(A) - (C) (No change.) 

(D) An approved health inspection;[.] 

(4) (No change.) 

(5) If the home will provide treatment services, ensuring 
that the home complies with the policies developed according to 
§749.349 of this title (relating to What additional policies must I 
develop for foster parents [homes] that provide treatment services?); 

(6) (No change.) 

(7) Evaluating all areas required in this subchapter [for the 
foster home screening and verification], and making [make] recom-
mendations regarding the home's ability to care for and work with chil-
dren with respect to a child's gender and age, the [their age, gender,] 
number of children, and the types of services to be provided; 

(8) If there are any indicators of potential risk to children 
based on the assessment and evaluation of an area required in this sub-
chapter, documenting the indicators and how you addressed them with 

the prospective foster family prior to approval and verification of the 
home; 

(9) [(8)] Obtaining from the child placement management 
staff review and approval of the home screening, and the recommended 
verification of the home; and 

(10) [(9)] Issuing a verification certificate that specifies 
the: 

(A) Name of the foster home; 

(B) Foster home address and/or location; 

(C) Foster [The foster] home's total capacity, which in-
cludes the biological and adopted children of the caregivers who live 
in the foster home, any children receiving foster or respite child-care, 
and children for whom the family provides day care; 

(D) Foster [The foster] home's foster care capacity, a 
subset of the total capacity which includes only children placed for 
foster care or respite child care; 

(E) Ages [The ages] and gender(s) of children for which 
the home is verified to provide foster care or respite child care; 

(F) Types [The types] of services the foster home will 
provide; 

(G) Agency's [The agency's] main office or branch of-
fice which issued the verification; and 

(H) Expiration [The expiration] date of a time-limited 
verification, if applicable. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401969 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 

SUBCHAPTER N. FOSTER HOMES: 
MANAGEMENT AND EVALUATION 
40 TAC §749.2815 
The amendment is proposed under Human Resources Code 
(HRC) §40.0505 and Government Code §531.0055, which 
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of 
services by the health and human services agencies, including 
the Department of Family and Protective Services; and HRC 
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the 
Executive Commissioner and the Commissioner regarding rules 
governing the delivery of services to persons who are served or 
regulated by the department. 

The amendment implements HRC §42.042. 

§749.2815. How often must I have supervisory visits with the foster 
home and what must be evaluated during a supervisory visit? 

(a) (No change.) 
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(b) At least two [one] supervisory visits [visit] per year must 
be unannounced. 

(c) At a minimum, you must evaluate and document the fol-
lowing at each supervisory visit: 

(1) Any change to household members, frequent visitors, 
or persons who will provide support as a caregiver during an unex-
pected event or crisis situation; 

(2) Any major life change in the foster family as described 
in §749.2805 of this title (relating to What is a "major life change in 
the foster family"?); 

(3) Any change to the foster home disaster and emergency 
plans as described in §749.2907 of this title (relating to What disaster 
and emergency plans much each foster home have?); and 

(4) Any challenging behaviors of the current children in the 
home, the level of stress the foster family is currently experiencing, and 
any methods for responding to each child's challenging behavior and/or 
alleviating any significant stress the foster family is experiencing. 

(d) [(c)] You must document each visit in the home's record. 
The documentation must include specific issues identified and any 
rules evaluated, results of the evaluation, deficiencies found, plans 

for achieving compliance, plans for follow-up to ensure compliance 
was achieved, and any changes to the information in the foster home 
screening since the last supervisory visit, including the reasons for any 
change in the home's verification. 

(e) [(d)] For each supervisory visit, documentation of the visit 
must be signed by each foster parent [the foster parent(s)] present for 
the visit and the child-placement staff conducting the visit. 

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority 
to adopt. 

Filed with the Office of the Secretary of State on April 23, 2014. 
TRD-201401970 
Cynthia O'Keeffe 
General Counsel 
Department of Family and Protective Services 
Proposed date of adoption: September 1, 2014 
For further information, please call: (512) 438-3437 
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