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Prompt Payment Effort Produces
Fine and Resitution Agreements 

TDI’s I N V E S T I G AT I O N of health care pro-
vider complaints about overdue

claim payments has led to agreements by 17
HMOs and preferred provider carriers in seven
insurer groups to pay $9.25 million in fines as
well as restitution to the physicians and providers.

Commissioner Jose Montemayor and representa-
tives of the companies were expected to sign con-
sent orders implementing the agreements by
September 1, 2001.

Under the agreement, the HMOs and insurers will
pay previously unpaid clean claims dating back to
August 1, 2000, when TDI rules defining clean
claims took effect. Restitution is expected to be in
the millions of dollars and should be accom-
plished by about November 1.

In other developments:
• The Department published proposed rules de-

signed to strengthen the prompt payment and
clean claim rules.

• Approximately 450 persons attended an August
8 prompt payment workshop for health care
providers’ office staffs and billing services. In-
terest in the event ran so high that TDI relocat-
ed it from the Department’s 200-seat hearing
room to the auditorium of the LBJ Library on
the University of Texas campus. Streaming au-
dio of the event is available on TDI’s Web site,
w w w . t d i . s t a t e . t x . u s.

The restitution and fine agreements resulted from
thousands of justified complaints from health care
providers about failure of HMOs and preferred
provider carriers to pay clean claims timely. Te x a s
law requires payment of health care providers’
clean claims within 45 days after they are received.

In May, TDI required the 23 companies with the
highest number of complaints about claim pay-
ments to submit internal data on provider claims
and complaints received during the first quarter
of 2001. The Department followed up with man-
agement conferences and, in some cases, en-
forcement actions. 

The insurance groups agreeing to fines and resti-
tution are:
Blue Cross and Blue Shield of Te x a s ,
a Division of Health Care Services Corp.;
Rio Grande HMO Inc.; Texas Gulf Coast
HMO Inc.; and Southwest Texas HMO Inc.

–Restitution and $1.5 million fin e .

Cigna Healthcare of Texas, Inc. and
Connecticut General Life Insurance Co.

–Restitution and $1.25 million fin e .

Humana Health Plan of Texas Inc.,
Humana Insurance Co. and Employers
Health Insurance Co.

–Restitution and $1.25 million fin e .

One Health Plan of Texas Inc., Gre a t - We s t
Life & Annuity Insurance Co. and Alta
Health & Life Insurance Co.

–Restitution and $1.5 million fin e .

S i e rra Health and Life Insurance Co. Inc.
and Texas Health Choice L.C.

–Restitution and $1.25 million fin e .

U n i c a re Life & Health Insurance Co.
–Restitution and $1.25 million fin e .

United Healthcare Insurance Co. and
United Healthcare of Texas Inc.

–Restitution and $1.25 million fin e .

Fines of $1 million were levied for slow payment
or nonpayment of claims, with additional amounts
for such violations as failure to pay 85 percent of
claims undergoing audit, failure to maintain accu-
rate complaint records and failure to adequately
monitor delegated networks.

“These insurance carriers failed to pay doctors
and other providers on time, even after passage
of legislation, the revision of this agency’s regu-
lations and strong warnings by the Department,”
Montemayor said. “Their time and my patience
has run out.”

The enforcement effort is coordinated by Senior
Associate Commissioner Audrey Selden of the 

Please see P rompt Payment on page 7
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Agents’Corner
Agent Licensing’s Interactive Vo i c e
Response System Up to Speed Again
By Matt Ray, Deputy Commissioner, Licensing Division

TH E A G E N T L I C E N S I N G D I V I S I O N’S m e n u -
driven interactive voice response (IVR) te-
lephone system returned to its full opera-

tional capacity in August 2001.

This system enables callers to receive answers to
commonly asked questions—such as “Has my
license renewal gone through?”—without having
to speak with a technician. Experience indicates
that at least half the questions coming to Agent
Licensing can be answered by the IVR system.

The IVR system, which is linked directly to the
Agent Licensing database, was installed in 1999. It
required major modifications, however, following
installation of the Cosmos database system, which
makes TDI’s agent license database compatible

with those of the NAIC and many other states.
While adjustments to the new database were be-
ing made, the IVR answered fewer than the nor-
mal percentage of calls. The necessary modific a-
tions are now complete, and the IVR is back to its
full capability.

The telephone number to call is the same as for
other calls to Agent Licensing, 512 322-3503.

Agents who call this number will hear a list of op-
tions. The table below is a quick guide to the se-
quence of actions for obtaining particular infor-
mation. An agent’s Social Security number or an
e n t i t y ’s federal employer identification number
(FEIN) is required to access certain information.
★

R E Q U E S T F O R… A C T I O N

I n f o rmation on Active Licenses P ress 1, Press 1 to Enter SSN or Press 2 to 
Enter FEIN then #, Press 1 to verify if correct, 
P ress 1

I n f o rmation on Inactive Licenses P ress 1, Press 1 to Enter SSN or Press 2 to 
Enter FEIN, then #, Press 1 to verify if correct, 
P ress 2

T h ree most recent Appointments Issued P ress 1, Press 1to Enter SSN or Press 2 to 
Enter FEIN then #, Press 1 to verify if correct, 
P ress 3, Press 1

T h ree most recent Appointment Cancellations P ress 1, Press 1 to Enter SSN or Press 2 to 
Enter FEIN then #, Press 1 to verify if correct, 
P ress 3, Press 2

To request a duplicate license P ress 2, Press 1 to enter the SSN or Press 2 
to enter FEIN then #, Press 1 to verify if
c o rrect, Press 1

To request a duplicate re n e w a l P ress 2, Press 1 to enter the SSN or Press 2 
to enter FEIN then #, Press 1 to verify if
c o rrect, Press 2

Status on the three most recent requests for P ress 3, Press 1 to enter the SSN or Press 2
letters of cert i fic a t i o n to enter FEIN then #, Press 1 to verify if corre c t

To request insurance forms (license applications, P ress 4
assumed name and/or additional location
registration forms, TDI-501 appointment form s ,
fingerprint cards, Experior Licensing Bulletins

For licensing processing dates, location and P ress 5
hours of operation

For information on “How to change a mailing P ress 6, Press 2
a d d re s s ”

For information on “How to obtain a letter of P ress 6, Press 3
c e rt i fic a t i o n ”

For information on “How to obtain a clearance P ress 6, Press 4
l e t t e r ”

For information on Continuing Education P ress 6, Press 5

To Speak to a Customer Service Repre s e n t a t i v e P ress 0

To hear the main menu again P ress “*”Star

NewsBriefs
TWIA Requests 13.6%
Commercial Rate Hike

CO M M I S S I O N E R J O S E M O N T E M AY O R s c h e d-
uled a September 5, 2001, hearing on a

manual rate filing for commercial risks and class-
es of risks written by the Texas Windstorm Insur-
ance Association. TWIA requested a 13.6 percent
i n c r e a s e .

The hearing will be at 10 a.m. in Room 100 of the
William P. Hobby Jr. State Office Building, 333
Guadalupe, Austin. Docket number is 2492 and
reference number is P-0701-09. For information
and copies call 512 463-6327. ★

Data Call Reminders

BU L L E T I N S A N D F O R M S may be downloaded
from the company section of TDI’s Web site

located at h t t p : / / w w w . t d i . s t a t e . t x . u s /
c o m p a n y / i n d e x c m p . h t m l # d a t a c a l l s _ i
n d. Failure to comply with TDI’s reporting re-
quirements may result in disciplinary action)

Quarterly Closed Claim Reports
Reports (Long/Short Forms) for claims closed
during the third quarter of 2001 are due by
October 10, 2001.

The 2000 Annual Aggregate Closed Claim Re-
port and Closed Claim Reconciliation was mail-
ed July 20, 2001, as Commissioner’s Bulletin B-
0032-01. The acknowledgment was due August
10, 2001, and the data call is due September 10,
2001. TDI contact is Vicky Knox, 512 475-1879.
E-mail address: v i c k y . k n o x @ t d i . s t a t e . t x .
u s

Call for Quarterly Experience
The Call for Third Quarter 2001 Experience will
be mailed the end of September and will be due
November 15, 2001. The Call for Second Quarter
2001 Experience, issued as Commissioner’s Bul-
letin B-0031-01 was due August 15, 2001. TDI
contact is Julie Jones, 512 475-3030. E-mail
address: j u l i e . j o n e s @ t d i . s t a t e . t x . u s

Call for Quarterly Experience, Wo r k e r s ’
Compensation Deductible Plans
The Call for Third Quarter 2001 Experience will
be mailed the end of September and will be due
November 15, 2001. The Call for Second Quarter
2001 Experience, issued as Commissioner’s
Bulletin B-0031-01, was due August 15, 2001.
TDI contact is Julie Jones, 512 475-3030. E-mail
address: j u l i e . j o n e s @ t d i . s t a t e . t x . u s ★



TDIupdate
Hearing on State Farm
HO Policy Postponed

TDIH A S I N D E F I N I T E LY postponed its
hearing, originally scheduled for

July 24, on State Farm’s petition for adoption
of residential property insurance policy
forms similar to those used by State Farm in
other states.

State Farm requested the postponement in a
letter that cited the “pending uncertainty
surrounding the future of mold coverage
under the homeowners policy. ”

Commissioner Jose Montemayor held hear-
ings on mold coverage June 25 in Austin and
August 21 in Corpus Christi.  A third hearing
has been scheduled for 10 a.m., September
13, at the Reliant Park/Astrohall in Houston.  

The Farmers Insurance Group has request-
ed approval of residential property endorse-
ments that would exclude all mold coverage.
Texas’ most common homeowners policy
form, the HO-B, covers mold as an ensuing
loss related to a covered water damage
c l a i m .

As part of its review, the Department has
issued a data call to the five largest insurer
groups concerning their mold losses.  These
groups account for more than 75 percent of
the Texas homeowners insurance market

State Farm’s proposed Texas forms general-
ly would cover only losses from “sudden and
accidental” discharge of water, not losses—
including mold remediation—from repeat-
ed and continuous seepage or leakage as
covered by the standard Texas HO-B form.  

State Farm said in its letter requesting post-
ponment of the hearing: “Until the Commis-
sioner has released his findings surrounding
the mold issue and made a determination on
the extent of mold coverage that should or
should not be covered under a homeown-
e r ’s policy, we do not believe he will be in a
position to issue a ruling on our new home-
owners product.” ★
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P e r s o n a lN o t e s
Elliott Named Acting Deputy in Financial

KE N N E T H E L L I O T T has been appointed to
act as deputy for regulatory matters in the
Financial Program. His appointment fol-

lowed Kevin Brady’s transfer to the Life, Health
and Licensing Program to serve as deputy com-
missioner of the HMO Division.

E l l i o t t ’s appointment was announced by Senior
Associate Commissioner Betty Patterson of the Fi-
nancial Program.

“K e n ’s professional expertise and knowledge of
insurance industry operations and his experi-
ence in legislative issues enables him to be of
great assistance to me while monitoring the sol-
vency of the more than 2,200 insurance compa-
nies doing business in Texas,” Patterson said.

Elliott received his bachelor of business adminis-
tration degree in accounting from the University
of Texas. He is a CPA and holds the Certified Fi-
nancial Examiner designation.

Elliott joined TDI in 1988 as an escrow account
examiner in the Title Insurance Division. He trans-
ferred to the Financial Analysis/Examination Di-
vision in 1992. At the time of his promotion, he
was a senior analyst in the Financial Analysis/Ex-
amination Division. 

As a financial analyst, Elliott specialized in life in-
surance company and HMO solvency matters. He
participated in the NAIC’s Examiner Team project
in Kansas City three times. ★

EnforcementActions
O v e rc h a rges Draw $745,000 in Fines/Refunds

CO M M I S S I O N E R J O S E M O N T E M AY O R h a s
fined United Wisconsin Life Insurance Co.
$35,000 and ordered restitution estimat-

ed at $710,000 for overcharging small employer
health insurance plans. 

Montemayor ordered the Green Bay, Wisconsin,
insurance company to refund the overcharges to
the small employers and file reports telling TDI
how many employers got refunds and how much
they received.

Montemayor dealt with the United Wisconsin
issues in two orders. On May 30, he fined the

company $30,000 and ordered premium refunds
estimated at $310,000. He signed the second or-
der August 9, fining United Wisconsin $5,000
more and requiring additional restitution estimat-
ed at $400,000. United Wisconsin consented to
the orders without admitting any violation of the
Texas Insurance Code or TDI rules. 

At the end of 2000, United Wisconsin insured
more than 10,000 Texans through 1,697 small
employer plans. Premiums from these plans to-
taled $40.5 million.

Please see O v e rc h a rges… on page 6

Murphy-Robinson Heads Life Section

JA C K I E M U R P H Y-R O B I N S O N, a veteran TDI
life insurance and annuity form analyst, has
been named director of the Life, Annuity and

Credit Section of the Life/Health Division.

The division’s deputy commissioner, Ana Smith-
D a l e y, announced Murphy-Robinson’s appoint-
m e n t .

“J a c k i e ’s knowledge, experience and manage-
ment skills will enable her to take on this new
challenge. I have full confidence that she will do
an excellent job in her new position as director
of the Life, Annuity and Credit Section,” Smith-
Daley said.

Murphy-Robinson joined the Department in 1982
and became a specialist in the Life/Health Divi-

sion in 1984. She later served as a trainer and
assistant director of the Life, Annuity and Credit
S e c t i o n .

Among other duties, Murphy-Robinson has ana-
lyzed all basic and complex life, group life and an-
nuity forms, including complex forms containing
uncommon or unusual features, to determine if
they comply with the Texas Insurance Code a n d
TDI rules. She regularly reviews proposed legisla-
tion and participated with a working group in the
development of a deferred annuity contract fil i n g
manual. 

Murphy-Robinson attended Ohio State University
in Columbus, Ohio. ★
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PREMIUM FINANCE
A PA Proposal
TA I PA Disclosure Form s
■ The Department has proposed an amend-

ment to 28 TAC § 25.9, relating to the fin a n c-
ing disclosure and premium finance disclo-
sure form used when premium finance com-
panies lend money to pay for auto liability
insurance policies obtained through the
Texas Automobile Insurance Plan Association
( TA I PA). The form compares payment op-
tions under both the premium finance com-
p a n y ’s plan and the TA I PA installment plan,
including the down payments and monthly
payments for each. 

The rule change adopts by reference a pro-
posed new disclosure form, which became
necessary when TA I PA changed its plan of op-
eration to allow financing of commercial auto
premiums. The proposed form deletes lan-
guage saying that the installment plan is not
available for commercial auto policies.

Publication: 26TexReg5606, July 27, 2001
Earliest possible adoption: August 26, 2001
F u rther information: 512 463-6327

P R O P E RT Y
A PA Adoption
TWIA Plan of Operation Amendments
■ Commissioner Jose Montemayor has amend-

ed 28 TAC § 5.4001 concerning the plan of
operation of the Texas Windstorm Insurance
Association (TWIA). 

The amendments delete references that au-
thorized distributions of TWIA’s assets to indi-
vidual member companies. The changes also
specify that TWIA will pay the net equity of
association members each year directly into
the catastrophe reserve trust fund or use it to
buy reinsurance. House Bill 2253 of the 76th
Legislature in 1999 provided that all money
deposited in the trust fund is state money. The
amendments to the plan of operation refle c t
that legislation.

As amended, the plan of operation provides
for the use of TWIA funds in the following
s e q u e n c e :
• Pay expenses and claims of the association

and pay reinsurance premiums.
• Pay the net equity of the association’s mem-

ber companies, including premium and
other revenue in excess of incurred losses
and operating expenses, directly to the

state Comptroller for deposit into the cata-
strophe reserve trust fund.

Funds disbursed to the association from the
trust fund but remaining unspent after paying
for losses and loss adjustment expenses must
be deposited back into the trust fund.

P rojected publication date: August 24, 2001
E ffective date: August 29, 2001
F u rther information: 512 463-6327

TRADE PRACTICES
A PA Proposal
“Clean Claim” Rule Amendments
■ The Department has proposed amendments

to 28 TAC §§ 21.2803–21.2807, 21.2809,
21.2811 and 28.2815–21.2820, concerning
the submission of clean claims to HMOs and
insurers that issue preferred provider benefit
plans. 

The Department also proposed repeal of the
current 28 TAC § 21.2816 so that the pro-
posed new 21.2816 may be adopted.

The proposed rule changes would provide
greater clarity and specificity in prompt pay-
ment procedures and more fully implement
Texas Insurance Code Articles 3.70-3C, Sec-
tion 3A, and 20A..18B, which the 76th Legis-
lature enacted in House Bill 610. 

A summary of the proposed changes follows:

Additional Clean Claim
Elements and Attachments
An HMO or preferred provider carrier could
require as attachments or additional clean
claim elements only information contained in
the physician’s or provider’s medical file. 

An HMO or preferred provider carrier could
not require an attachment or additional clean
claim element unless it gave the physician or
provider at least 60 calendar days’ notice of
the requirement. Claims filed during the 60
calendar days after a physician or provider
received notice would not have to include the
attachments or additional clean claim ele-
ments identified in the disclosure notice.

Existing rules allow HMOs and preferred pro-
vider carriers to notify physicians and provi-
ders of required attachments and additional
clean claim elements in one of three ways: 1 )
separate written notice, 2) provisions in
manuals or other documents setting forth
claim procedures or 3) provisions in provi-
der contracts. The proposed rules would add

a requirement that disclosures of required at-
tachments or additional clean claim elements
include a conspicuous heading (boldfaced,
capitalized, underlined or otherwise set out
from the surrounding written material) in a
prominent location. The same requirement
would apply when an HMO or preferred pro-
vider carrier changes its additional clean
claim elements or attachment requirements.

Receipt of Clean Claims
The statutory 45-day claim payment period
would begin to run when a clean claim is re-
ceived at the address designated by the HMO
or preferred provider carrier for any entity
that the HMO or insurer has designated to re-
ceive its claims. These entities may include
but are not limited to clearinghouses and re-
pricing companies. 

For the first time, the rules would provide a
mechanism for establishing a rebuttable pre-
sumption that a claim was received. Physi-
cians and providers may submit claims by
ordinary first-class mail, by U. S. mail with a
return receipt requested, by an overnight de-
livery service, by fax, electronically or by hand
d e l i v e r y. When claims are mailed, sent by an
overnight delivery service or hand-delivered,
the physician or provider could establish a
mail log identifying each claim by the claim-
a n t ’s name, address and telephone number,
name of addressee, name of carrier, date of
mailing or hand delivery; subscriber name
and identification number, patient’s name,
date of service/occurrence, total charge and
delivery method.

In the case of claims mailed first class or sent
by overnight delivery service, the physician or
provider would fax the log to the HMO, insur-
er or delegated claim processor on the same
day and keep a copy of the fax transmission
acknowledgement. A claim mailed ordinary
first class would be presumed to have been
received on the third day after it was mailed
and the faxed log was transmitted. A claim
that was hand-delivered or sent by overnight
delivery service or by U. S. mail with a return
receipt requested would be presumed receiv-
ed on the date the delivery receipt was signed. 

A faxed claim would be presumed received
on the date of the transmission acknowledge-
m e n t .

A claim submitted electronically would be
presumed received on the date of the elec-
tronic verification of receipt by the HMO’s or

RuleMaking
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preferred provider carrier’s clearinghouse. If
the HMO’s or insurer’s clearinghouse does
not provide a confirmation within 24 hours of
submission, then the physician’s or provider’s
clearinghouse must provide the confirmation. 

In contracts, manuals and other documents
setting forth claim-filing procedures, HMOs
and preferred provider carriers would have
to conspicuously and prominently disclose
the name, address and telephone number or
the place where claims must be sent for pro-
c e s s i n g .

Contracts
The rule changes would prohibit contract lan-
guage extending the statutory or regulatory
time frames for paying claims or waiving a
p h y s i c i a n ’s or provider’s right to recover rea-
sonable attorney’s fees in lawsuits to obtain
payment for services rendered.

Audits
The proposed amendments would add a re-
quirement that HMOs and preferred provider
carriers complete audits of claims within 180
days from the date a clean claim is received.
The previous rule had no time limit. An HMO
or preferred provider carrier could continue
investigating a previously audited claim and, if
warranted, could seek a refund of the claim
p a y m e n t .

Publication: 26TexReg5747, August 3, 2001
Earliest possible adoption: September 2, 2001
F u r ther information: 512 463-6327

W O R K E R S ’
C O M P E N S AT I O N
Exempt Proposal
C l a s s i fication Relativities
■ Commissioner Jose Montemayor will hold a

September 18, 2001, public hearing on pro-
posed workers’ compensation classific a t i o n
relativities and the expected loss rates and
discount ratios used in experience rating. The
hearing, under Docket No. 2495, will be at
9:30 a.m. in Room 100 of the William P.
Hobby Jr. State Office Building, 333
Guadalupe, Austin.

The relativities would replace those adopted
in Commissioner’s Order 00-1169, effective
January 1, 2001. If adopted, the new relativi-
ties would be mandatory for all policies with
effective dates on or after January 1, 2002.
The proposed new expected loss rates and
discount ratios would be effective for experi-

ence modifiers with effective dates on or after
January 1, 2002.

Existing classification relativities are based on
data reflecting workers’ compensation expe-
rience from policies with effective dates in
1993 through 1997. The proposed relativities
are based on experience data of policies with
1994-1998 effective dates. They would refle c t
changes occurring over time because of such
things as technological advances and im-
provements in safety programs. The change in
relativities would be revenue-neutral. Changes
in individual relativities and expected loss
rates would be capped at 25 percent to mini-
mize rate shock. 

Publication: 26TexReg6119, August 17, 2001
R e f e rence No. W-0801-11-1
F u rther information and copies: 512 463-6327

Exempt Proposal
Workers’ Comp Manual Changes
■ Commissioner Jose Montemayor will hold a

September 18, 2001, public hearing on a staff
petition to amend the Texas Basic Manual of
Rules, Classifications and Experience Rat-
ing Plan for Workers’ Compensation and
Employers Liability Insurance. The hearing
will be at 9:30 a.m. in Room 100 of the
William P. Hobby Jr. State Office Building, 333
Guadalupe, Austin.

The purpose of the proposed changes is to
eliminate conflicting language and clarify
rules, endorsements and forms.

The proposed manual rule changes would:
• Amend Rule IX E.–Employee Leasing Ar-

rangements to add the term professional
employers organization services to the def-
inition of employee provider firm, in con-
formity with Texas Labor Code S e c t i o n
91.001 (14).

• Amend Rule IX E.–Employee Leasing Ar-
rangements to delete all references to the
Texas Workers’ Compensation Insurance
Fund. The 77th Legislature changed the
name of the fund to the Texas Mutual
Insurance Company. 

• Amend Employee Provider Form EP-1 to
change the reference from the Fund to the
“insurer of last resort” in number 8 and
make certain editorial changes.

• Amend Employee Provider Form EA-1A to
change the reference from the Fund to the
“insurer of last resort” in number 9 and
make certain editorial changes.

• Amend Employee Provider/Client Company
Endorsement WC 42 04 06 B to change the
reference from the Fund to the “insurer of
last resort” in number 10 and make cer-
tain editorial changes.

• Amend Accidents Involving Two or More
Persons form ERM 4.1 to delete the refer-
ences to a specific maximum amount in
two places on the form and change the
wording to read “the accident limitation
shown in Table III of the Experience Rating
Plan.” This change would eliminate the
need to amend the form each time the ac-
cident limitation is changed in Table III of
the Experience Rating Plan.

• Amend Report of Experience for Self Insur-
ers Forms ERM-6A, ERM-6B and ERM-6C
to make the date in the notary section
“20__” instead of “199_.”

Publication: 26TexReg6120, August 17, 2001
R e f e rence No. W-0801-10-1
F u rther information and copies: 512 463-6327 ★

RuleMaking

“Page 14 Report” Av a i l a b l e

TDI’sProperty and Casualty Insur-
ance Experience by Coverage

and Carriers report, containing Calendar Ye a r
2000 premium, loss and other data for individual
companies and the Texas industry as a whole for
each P&C line is now available both electronical-
ly and in hard copy.

The so-called “Page 14 Report” indicates that ad-
mitted companies, other than county mutuals,
earned premiums totaling $17.7 billion while in-
curring losses of $13.4 billion for all lines com-
bined in 2000. County mutuals earned $2.8 billion
in premium while incurring $2 billion in losses.

The report is available electronically from the re-
ports page of TDI’s Web site. The link to the re-
ports page is h t t p : / / w w w . t d i . s t a t e . t x .
u s / g e n e r a l / f o r m s / t d i r p t s . h t m l. The en-
tire report or specific sections may be download-
ed as Microsoft Excel documents. 

Printed copies may be ordered from TDI’s Publi-
cations Distribution Division. Orders should be
accompanied by a check or money order for
$6.50 and should be mailed to:

Texas Department of Insurance
Distribution (MC 9999)
P. O. Box 149104
Austin, TX 78714-9104 ★
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Changes Boost Importance of Knowing Surplus Lines Require m e n t s
By Kathy Wilcox, Registration Offi c e r, Company Licensing and Registration Division, Financial Program

SI G N I F I C A N T R U L E C H A N G E S and major
revisions in agent licensing laws have
made this the most active year in recent

memory for surplus lines inquiries to TDI.

The changes have been so important and so nu-
merous that surplus lines agents, particularly
agency principals, should make every effort to
attend one of the insurance regulation seminars
offered in September by the Surplus Lines Stamp-
ing Office of Texas. TDI staff members will make
presentations at each of the seminars.

The seminars will be September 4 at the San
Antonio Convention Center, September 7 at the
Arlington Convention Center and September 18 at
the Westin Galleria in Houston. 

Texas is one of the nation’s top two surplus lines
markets. A hardening market for several lines of
insurance has increased surplus lines activity in
the past several months. Surplus lines premiums
in the first six months of 2001 were $658.3 mil-
lion, up 26.2 percent from $521.7 million during
the comparable period of last year.

Current surplus lines issues include taxation, dili-
gent effort, products, agent licensing and elec-
tronic filing of policies. All of these will be dis-
cussed at the SLSOT seminars.

Taxation
Some agents seem to be unaware of changes in
the Comptroller’s rules about payment of the tax
on surplus lines policies. Agents may not deposit
tax receipts into trust accounts bearing the state’s
i d e n t i fication number and styled “Texas Depart-
ment of Insurance” or “held in trust for the Te x a s
Department of Insurance.” If they have trust ac-
counts, they must use their own tax identific a t i o n
n u m b e r s .

Surplus lines agents no longer are required to
maintain separate trust accounts for the taxes col-
lected on the policies they have sold. However,
they should remember that these taxes are the
property of the state. Agents are responsible for
keeping accurate records of the amounts collect-
ed. If they place the tax payments in their regular
business acounts instead of separate trust ac-
counts, they must keep track of how much of the
account balance consists of taxes owed the state. 

Agents who collect large amounts of premium tax
would be wise to pre-pay taxes when necessary to
keep the bank accounts holding these tax receipts
from exceeding the $100,000 insured by the FDIC.

Diligent Effor t
Compliance with the requirement that an agent
make a “diligent effort” to find coverage in the ad-
mitted market before placing a risk with a surplus
lines carrier is an ongoing concern of TDI.

Some agents have expressed the belief that a
search of the licensed companies they represent
s a t i s fies this requirement. TDI has informed those
agents that they are mistaken. A diligent effort
must go beyond an agents’ appointments. Agents
generally network very well and should have
ample resources beyond their own companies to
search the admitted market for coverage for par-
ticular risks.

We become particularly concerned when insur-
eds call us about agents who offer surplus lines
policies to clients as a way to reduce their premi-
ums for coverage similar to what they already
have. The surplus lines market exists for hard-to-
place risks, and it’s reasonable to expect a higher,
not a lower premium, if placed in this market.
Premiums are not a consideration for placement
in the surplus lines market.

Agents also should remember that certain types of
insurance meet Texas requirements only if pur-
chased from licensed companies. TDI recently
has encountered a couple of title products offered
in the surplus lines market. However, title policies
meet Texas requirements only when sold by ad-
mitted companies.

Nonresident Agents
Senate Bill 414 of the 2001 legislative session
made numerous changes in the agent licensing
laws to bring Texas into compliance with the
Gramm-Leach-Bliley financial services modern-
ization law. One change eliminated the require-
ment that only Texas residents may be licensed as
surplus lines agents. TDI anticipates a growing
number of nonresident surplus lines agents.
Texas will grant reciprocity to surplus lines agents
licensed in other states and will waive the Te x a s
examination requirement. However, nonresidents
not licensed in their home states will be required
to take and pass the Texas examination for a sur-
plus lines agent’s license.

Nonresident corporate agencies and partnerships
may be licensed as surplus lines agents. In such
cases, at least one officer or partner must be indi-
vidually licensed as a surplus lines agent as a con-
dition for the agency obtaining a license. In addi-
tion, any offic e r, director or employee of a corpo-
ration or partnership who performs the acts of a

surplus lines agent must be individually licensed
as well.

Both resident and nonresident agents must pay
close attention to tax requirements when selling
surplus lines policies on multi-state risks. Te x a s
law requires payment of the tax on the percentage
of the premium allocable to Texas exposure. This
topic will be covered in detail at the September
s e m i n a r s .

Electronic Filing
TDI rules issued last year will permit surplus lines
agents to file their policies with the stamping
o f fice electronically when the stamping office is
ready to receive them in this manner. Electronic
filing is in its infancy. The stamping office is gear-
ing up its computers. A special committee is
working on the details and is learning from the
experience of Florida, the only state that current-
ly has a system for electronic filing of surplus
lines policies. Other states, including New Yo r k
and California, also are working on electronic fil-
ing and are expected to be on line about the same
time as Te x a s . ★

O v e rc h a rges… f rom page 3

The company was the first to be fined since
Montemayor announced a stepped-up effort to
stop illegal pricing practices that may discourage
small employers from buying health insurance.

T D I ’s enforcement effort included a February 27,
2001, bulletin (B-0010-01) reminding HMOs
and insurers of Texas laws capping factors in the
premium rates they may charge for small employ-
er health plans.

Among the capped elements of small employer
rates is the “group size rating factor.” This factor
recognizes that small employer groups may have
higher administrative costs and a greater potential
for claims than other small employers. But a car-
r i e r ’s highest group size rating factor cannot ex-
ceed its lowest group size rating factor by more
than 20 percent. 

M o n t e m a y o r ’s order noted TDI staff allegations
that United Wisconsin’s rating factor for group
size exceeded the 20 percent allowed by law. Staff
also alleged that the company used an agent com-
mission structure that discriminated against cer-
tain small employer groups and caused their pre-
miums to be higher than they should have been.
★
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LegalNotes
5th Circuit Interprets “Occurrence” in Dishonesty Policy
By Ann Bright, Section Chief, Agency Counsel Section, Legal and Compliance Division.

MO S T O F T H E D E C I S I O N S s u m m a r i z e d
in Te x a sI n s u r a n c eNews h a v e
been issued by Texas state courts. This

month, however, the summarized case was issued
by the United States Court of Appeals for the Fifth
Circuit (also referred to as the Fifth Circuit Court
of Appeals). This case was filed in federal court
because of “diversity of citizenship.” In other
words, the party on one side of the lawsuit was a
citizen of one state and the party on the other side
was a citizen of another state. In deciding this
case, the federal court applied Texas law. For
more information about this case, please consult
the opinion of the court. 

Ran-Nan, Inc. vs. General Accident
Insurance Company of America
Ran-Nan Inc. (Ran-Nan) operated a convenience
store in Plano, Texas. Within the convenience
store, Ran-Nan operated a Western Union and a
cash checking business. Ran-Nan had purchased
employee dishonesty blanket insurance policies
from General Accident Insurance Company of
America (General Accident). Each policy had a
limit of $25,000, with a $500 deductible. The
policies were renewed several times.

In 1997, Ran-Nan became aware that two em-
ployees were stealing money from Ran-Nan. The

employees were operating independently. One
employee stole a total of $31,600. Another em-
ployee stole a total of $32,500. It was discovered
that these thefts had occurred during the fourth
and fifth renewal periods. 

Ran-Nan filed a claim on its employee dishonesty
policies with General American. General
American paid Ran-Nan a total of $24,500 for the
loss that occurred during the fifth renewal period.
H o w e v e r, General American did not pay for the
loss occurring during the fourth policy period.
General American argued that the two thefts were
a single “occurrence” under the policy. Ran-Nan
disagreed. Ran-Nan sued General American for
breach of contract. The trial court determined
that the thefts by the two employees were two sep-
arate occurrences. As a result, the trial court de-
termined that Ran-Nan could recover for both
thefts. General American appealed to the Fifth
Circuit Court of Appeals.

The Fifth Circuit Court of Appeals (the court)
noted that the policy provided that an “occur-
rence” was “all loss caused by, or involving, one
or more ‘employees,’ whether the result of a sin-
gle act or series of acts.” General American
argued that Ran-Nan had suffered only one loss.

General American argued that only one sum of
cash was stolen. 

To support its arguments, General American
pointed to the definition of “occurrence,” which
included a loss “involving” one or more employ-
ees. The court, however, determined that the use
of the word “involving” in the definition of “oc-
currence” suggested a single scheme involving
one or more employees. The court also determin-
ed that it was appropriate to consider the causes
of the losses. The court stated,

On the facts before us, two independent causes
exist for Ran-Nan’s total loss. Because there are
two causes, there have been two “occurrences” of
employee dishonesty. Ran-Nan is entitled to recov-
er for both occurrences.

As a result, Ran-Nan was entitled to recover
$24,500 for each loss. Therefore, the court award-
ed Ran-Nan $24,500, in addition to the $24,500
already recovered. For more information about
these and other issues addressed by the court,
please consult the opinion of the Court. R a n - N a n ,
Inc. v. General Accident Insurance Company of
America, 2001 WL 558208 (5th Cir. 2001). ★

P rompt Payment… f rom page 1

Consumer Protection Program. Montemayor des-
ignated Selden in April as TDI’s prompt payment
o m b u d s m a n .

“We are encouraged that several insurance com-
panies and HMOs have agreed to pay Texas phy-
sicians and providers restitution for clean claims
that were not paid timely,” Selden said. “TDI will
continue to monitor the claims paying activities
of Texas insurance carriers. We are confid e n t
that the insurance industry understands that they
must play and pay by the rules.”

TDI is considering similar enforcement actions
against several more insurance carriers.

Selden said provider complaints are increasing,
partly because of heightened awareness resulting
from prompt payment workshops, presentations
to provider groups and news media coverage.

Rulemaking
The Department published proposed amend-
ments to its clean claim and prompt payment
rules in the August 3, 2001, Texas Register. The
proposed changes would add new requirements
to address problems brought to TDI’s attention
during the year since the original clean claim
rules took effect. 

A detailed summary of the proposed rule amend-
ments appears on page 4 of this issue of Te x a s
I n s u r a n c eNews. Highlights include
• Mechanisms for health care providers to de-

monstrate that their claims have been received.
TDI has received numerous complaints that
HMOs and insurance companies had delayed
payments by asserting they never received the
claims in question. The proposed new rule
provides ways for a health care provider to
establish a rebuttable presumption that a claim
was received, whether electronically, by fax, by
regular first-class mail, by U.S. mail with a re-
turn receipt or by hand delivery. 

• A rule limiting the attachments a carrier may
require to documents contained in a physi-
c i a n ’s or provider’s medical file. TDI has re-
ceived numerous complaints that carriers re-
quired documents not immediately accessible
to the physician or provider, such as police re-
ports, tax statements from health plan mem-
bers and documents from college and univer-
sity registrar’s offic e s .

• A 180-day limit for completion of audits of
questioned claims. When TDI issued the origi-
nal clean claim rules last year, it was assumed
that prolonged audits would not be a problem
because it was in a carrier’s interest to audit
claims quickly. Complaints from physicians
and providers demonstrated otherwise.

• A prohibition against contract terms that ex-
tend the time for paying clean claims beyond
45 days or waive a physician’s or providers
right to recover reasonable attorney’s fees. ★
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TDI Ve r i fies Wi n d s t o rm Inspections by Private Engineers

IN 1 9 9 6 , two years before the implementation
of the Building Code for Windstorm Resis-
tant Construction, TDI windstorm inspectors

inspected approximately 90 percent of the newly
constructed and remodeled homes along the
Texas coast. To d a y, however, approximately 90
percent of the inspections are conducted by inde-
pendent engineers.

An inspector’s certification that a newly built
structure complies with the code is a requirement
for obtaining wind and hail coverage from the
Texas Windstorm Insurance Association (TWIA).

Despite the additional expense, coastal builders
and contractors have turned to private engineers
for a variety of reasons. Among the reasons cited
for this change are the complexity of new con-
struction projects; architectural and design crite-
ria that demand the expertise of an engineer; and
the desire of builders to construct homes that fall
outside the specifications of the building code.

Engineers have always been able to inspect and
certify new homes for TWIA coverage. But, begin-
ning February 1, 1999, TDI asked engineers who
wanted to continue inspecting homes to register.
The List of Appointed Engineers as Qualifie d
Windstorm Inspectors was established to provide
uniformity and consistency of all inspections. To
a p p l y, engineers must list their education, attest to
their experience in designing structures in
high-wind areas and confirm that they are Te x a s -
licensed engineers in good standing. Approx-
imately 400 engineers are registered.

TDI staff engineers and on-site TDI windstorm
inspectors work together to conduct random
checks to verify that proper inspections of struc-
tures have taken place. TDI’s Inspections Division
monitors the work of these engineers and takes
action against those who violate the engineering
appointment rules. Such actions have resulted in
consent orders removing eight engineers from the
list of qualified, appointed inspectors.  

On every new construction, addition, alteration or
r e p a i r, engineers must submit a WPI-1 form or
application to TDI. This application lists the ad-
dress, builder, engineer, insurance agent, type of
structure and type of construction. Once the
house is completed, the engineer must submit a
WPI-2 form to TDI, indicating that the house
meets the state’s building code. Once this form is
reviewed, TDI sends the new homeowner a WPI-
8 form or certificate of compliance that enables
the homeowner to obtain wind and hail coverage
from TWIA. 

TWIA has approximately $12 billion of hail and
windstorm insurance coverage in place along the
Texas coast, representing 16.4 percent of the
coastal homeowners. ★

Types and Totals of Entities Holding Texas Certificates of Authority
J U LY 31, 2001 D E C E M B E R 31, 2000

T E X A S F O R E I G N T O TA L T E X A S F O R E I G N T O TA L

Stock Life Insurance Companies 1 3 3 5 4 8 6 8 1 1 3 6 5 4 9 6 8 5

Mutual Life Insurance Companies 3 4 8 5 1 3 5 4 5 7

Stipulated Premium Companies 4 2 0 4 2 4 2 0 4 2

N o n - P ro fit Life Companies 0 1 1 0 1 1

Stock Fire Insurance Companies 1 4 5 1 4 5

Stock Fire & Casualty Companies 1 0 4 6 7 7 7 8 1 1 0 7 6 6 8 7 7 5

Mutual Fire & Casualty Companies 7 5 9 6 6 7 5 9 6 6

Stock Casualty Companies 8 1 1 5 1 2 3 8 1 1 5 1 2 3

Mexican Casualty Companies 0 9 9 0 9 9

L l o y d s 6 8 0 6 8 6 8 0 6 8

R e c i p rocals Exchanges 1 1 1 6 2 7 1 1 1 6 2 7

F r a t e rnal Benefit Societies 1 0 2 6 3 6 1 0 2 6 3 6

Title Insurance Companies 4 2 2 2 6 4 2 1 2 5

N o n - P ro fit Legal Services Corps. 2 0 2 2 0 2

Health Maintenance Org a n i z a t i o n s 5 9 3 6 2 6 0 3 6 3

Risk Retention Gro u p s 1 0 1 1 0 1

T h i rd Party Administrators 2 9 2 4 2 2 7 1 4 2 9 4 4 2 1 7 1 5

Joint Underwriting Associations 0 6 6 0 6 6

Multiple Employer We l f a re Assoc. 6 4 1 0 6 4 1 0

Continuing Care Retirement 1 8 2 2 0 1 8 2 2 0

To t a l 7 6 9 1 9 6 2 2 7 3 1 7 7 8 1 9 5 8 2 7 3 6
Statewide Mutual Assessment Life, Accident and Health Companies 1 0 1 1 0 1

Local Mutual Aid Associations 5 0 5 5 0 5

Local Mutual Burials Associations 2 0 2 2 0 2

Exempt Associations 1 0 0 1 0 1 0 0 1 0

N o n - P ro fit Hospital Service Corps. 3 0 3 3 0 3

County Mutual Fire Companies 2 4 0 2 4 2 4 0 2 4

F a rm Mutual Fire Companies 1 7 0 1 7 1 8 0 1 8

To t a l 6 2 0 6 2 6 3 0 6 3

Grand To t a l 8 3 1 1 9 6 2 2 7 9 3 8 4 1 1 9 5 8 2 7 9 9
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All numbers are in area code 512. KEYTELEPHONELIST
D I V I S I O N N A M E P H O N E M A I L C O D E

Commissioner of Insurance Jose Montemayor 4 6 3 - 6 4 6 8 1 1 3 - 1 C
General Counsel & Chief Clerk Lynda Nesenholtz 3 0 5 - 7 3 5 1 1 1 3 - 2 A

O ffice of Chief Clerk 463-6326 1 1 3 - 2 A
G o v e rnment Relations David Durd e n 463-6651 1 1 3 - 3 A

Public Information Offic e Jim Davis 4 6 3 - 6 4 2 5 1 1 3 - 1 A

Senior Associate Commissioner & Chief of Staff Stan We d e l 3 0 5 - 7 2 4 9 1 1 3 - 1 C
I n f o rmation Services (Data Pro c e s s i n g)–D i rector Andy Robinson 4 6 3 - 0 8 1 9 1 0 2 - I S

Legal & Compliance–Senior Associate Commissioner Sara Shiplet Wa i t t 4 6 3 - 6 1 1 9 1 1 0 - 1 A

Insurance Fraud Pro g r am–Associate Commissioner John Wa t s t o n 3 0 5 - 8 1 5 9 1 0 9 - 3 A

Life, Health & Licensing–Senior Associate Commissioner Kim Stokes 3 0 5 - 7 3 4 2 1 0 7 - 2 A
L i c e n s i ng–Deputy Commissioner Matt Ray 4 6 3 - 8 9 1 7 1 0 7 - 1 A

T PA / P remium Finance Chuck Wa i t s 3 2 2 - 3 4 1 2 1 0 7 - 5 A
Agents Licensing 3 2 2 - 3 5 0 3 1 0 7 - 1 A

Life/Health Division–Deputy Commissioner Ana Smith-Daley 3 2 2 - 3 4 0 1 1 0 6 - 1 A
Accident & Health Cindy Carpenter 3 2 2 - 3 4 0 9 1 0 6 - 1 D

Life, Annuity & Credit Jackie Murphy-Robinson 3 2 2 - 3 4 0 6 1 0 6 - 1 E
HMO/URA Division–Deputy Commissioner Kevin Brady 3 2 2 - 4 2 6 6 1 0 3 - 6 A

Filings Intake–Deputy Commissioner Angelia Johnson 3 2 2 - 3 5 7 5 1 0 4 - 3 B
Life/Health & HMO Intake Belinda Reveles 3 2 2 - 4 2 4 5 1 0 6 - 1 E

P ro p e r ty & Casualty Intake Cindy Grimm 3 2 2 - 3 5 7 5 1 0 4 - 3 B

P ro p e rty & Casualty–Senior Associate Commissioner C. H. Mah 3 2 2 - 3 5 8 7 1 0 5 - 5 G
Associate Commissioner Marilyn Hamilton 3 2 2 - 2 2 6 5 1 0 4 - P C

Data Serv i c e s C l a re Pramuk 4 7 5 - 1 8 7 8 1 0 5 - 5 D
Market Assistance Pro g r a m Kathy Graf 3 2 2 - 2 2 9 0 1 0 5 - 5 D

P ro p e rty & Casualty Actuarial Philip Pre s l e y 4 7 5 - 3 0 1 7 1 0 5 - 5 F
Personal and Commercial Lines–D i re c t o r David Nard e c c h i a 3 0 5 - 7 5 4 4 1 0 4 - P C

A u t o m o b i l e / H o m e o w n e rs–M a n a g e r G rover Coru m 3 2 2 - 3 4 3 0 1 0 4 - 1 A
C o m m e rcial Automobile Leslie Hurley 3 0 5 - 7 4 3 5 1 0 4 - 1 C

Personal Automobile Leslie Hurley 3 2 2 - 3 4 7 1 1 0 4 - 1 A
H o m e o w n e r s G a ry Julian 3 2 2 - 2 2 6 6 1 0 4 - 1 F

C o m m e rcial Pro p e rt y / C a s u a l ty–M a n a g e r Mark Wo rm a n 3 0 5 - 7 5 4 4 1 0 4 - P C
Bond, Crime & Glass I rwin Thomas 3 2 2 - 3 4 7 5 1 0 4 - P C

General Liability Melvin Smith 3 2 2 - 3 4 6 0 1 0 4 - P C
C o m m e rcial Pro p e rty G e o rgia Keysor 3 2 2 - 2 2 4 3 1 0 4 - P C
P rofessional Liability Kenneth McDaniel 3 2 2 - 3 4 4 5 1 0 4 - P C

Workers’ Compensation–Deputy Commissioner Nancy Moore 3 2 2 - 3 4 8 6 1 0 5 - 2 A
C l a s s i fication Joel Isgrig 3 2 2 - 3 4 9 3 1 0 5 - 2 A

Oversight Gro u p Pat Brabham 3 2 2 - 3 4 9 5 1 0 5 - 2 A
G roup Insurance/Deductible/Retrospective Rating Vicki Mart i n k a 3 2 2 - 3 4 5 9 1 0 5 - 2 A

Employee Leasing J e rry Schwab 3 2 2 - 3 4 9 5 1 0 5 - 2 A
I n s p e c t i o ns–Deputy Commissioner Alexis Dick 3 2 2 - 2 2 3 5 1 0 3 - 1 A

C o m m e rcial Pro p e rty Oversight R i c h a rd Baker 3 2 2 - 2 2 5 9 1 0 3 - 1 D
E n g i n e e r i n g Billy Ray Guerin 3 2 2 - 2 2 1 2 1 0 3 - 3 A

Wi n d s t o rm Inspection Welch V. Wa t t 3 2 2 - 2 2 0 3 1 0 3 - 1 E
Loss Control R i c h a rd Baker 3 2 2 - 3 4 3 5 1 0 3 - 9 A

Title Division–Deputy Commissioner R o b e rt Cart e r 3 2 2 - 3 4 8 2 1 0 6 - 2 T
Title Examinations Ethel Benedict 3 2 2 - 5 0 2 7 1 0 6 - 2 T

F i n a n c i al–Senior Associate Commissioner Betty Patterson 3 2 2 - 5 0 4 0 3 0 5 - 2 A
Actuarial Mike Boern e r 3 2 2 - 5 0 6 7 3 0 5 - 3 A

Company Licensing and Registration–D i re c t o r Godwin Ohaechesi 3 2 2 - 3 5 0 7 3 0 5 - 2 C
Licensing–Admitted Companies & HMOs–D i re c t o r J e ff Hunt 3 2 2 - 4 3 7 0 3 0 5 - 2 C

R e g i s t r a t i on–Surplus Lines/Fore i g n
Risk Retention/Purchasing Gro u p s Kathy Wi l c o x 3 2 2 - 3 5 3 5 3 0 5 - 2 C

S t a t u t o ry Deposits Tina Mart i n e z - S a u c e d o 3 2 2 - 4 1 2 4 3 0 5 - 2 C
Early Wa rning Gro u p Scott Kyle 3 2 2 - 3 4 6 7 3 0 5 - 2 C

Contract Administration Jim Helfrich 4 7 5 - 1 8 6 7 3 0 5 - 2 C
Financial Analysis/Examinations Danny Saenz 3 2 2 - 5 0 0 2 3 0 3 - 1 A

C o n s e rv a t i o n Neal Rockhold 3 2 2 - 4 1 6 2 3 0 5 - 1 C
Liquidation Oversight Evelyn Jenkins 3 2 2 - 4 3 5 2 3 0 5 - 1 D

Consumer Pro t e c t i on–Senior Associate Commissioner A u d rey Selden 3 2 2 - 4 3 0 9 1 1 1 - 1 A
Complaints Resolution, Life, Accident & Health Michael Jackson 4 6 3 - 6 5 0 0 1 1 1 - 1 A

Complaints Resolution, Pro p e rty & Casualty Valerie Bro w n 4 6 3 - 6 5 0 0 1 1 1 - 1 A
A d v e rtising Unit Jack Evins 4 7 5 - 1 9 4 9 1 1 1 - 2 A

State Fire Marshal G. Mike Davis 3 0 5 - 7 9 0 0 1 1 2 - F M
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DisciplinaryActions
Editor’s Note: Copies of individual orders may be obtained by calling TDI’s Public Information Office, 512 463-6425.

AGENTS & AGENCIES N A M E C I T Y A C T I O N TA K E N V I O L AT I O N O R D E R D AT E

Biggio, Andrew Alphonsus D a l l a s $5,000 Fine Material Misstatement in 0 1 - 0 7 1 8 7 / 3 1 / 0 1
Agent License Application

B l i s s a rd, Bennie Joe d b a Big Spring $5,000 Fine Consent Order; Alleged 0 1 - 0 6 5 2 7 / 1 6 / 0 1
S o u t h w e s t e rn Crop Insurance Agency A d v e rtising Violations and

O ffer of Rebates

C rebs, Edwin Richard St. Helena, CA $5,000 Fine Consent Order; Alleged 0 1 - 0 6 9 6 7 / 2 4 / 0 1
A d v e rtising Vi o l a t i o n s

C o u rt n e y, David L. H o u s t o n G roup I Life, Accident, Fraudulent or 0 1 - 0 3 7 9 4 / 2 6 / 0 1
Health and HMO Agent’s Dishonest Acts
License and Stipulated
P remium Agent’s
License Revoked

Davila, Adolph Jr. A u s t i n Life, Health, Accident Obtained License by 0 1 - 0 5 7 2 6 / 1 8 / 0 1
and HMO Agent’s M i s re p re s e n t a t i o n
License Revoked

J o s e y, Lucille S h e rm a n P robated Suspension of M i s a p p ropriation or 0 1 - 0 6 5 6 7 / 1 6 / 0 1
Life, Health, Accident and C o n v e r s i o n
HMO and Pro p e rty and
Casualty Agent Licenses
for 11 Months

Marsh, Kelly Lance A u s t i n Life, Health, Accident Felony Conviction 0 1 - 0 5 9 5 6 / 2 1 / 0 1
and HMO Agent’s
License Revoked

M c F e rrin, Jimmy Ray L e v e l l a n d T w o - Year Suspension of Fraudulent or 0 1 - 0 6 3 8 7 / 1 0 / 0 1
P ro p e rty and Casualty and Dishonest Practices
Life, Accident, Health and
HMO Agent Licenses

McMaken, Thomas Scott H o u s t o n $5,000 Fine and Two- Consent Ord e r ; 0 1 - 0 6 6 1 7 / 1 6 / 0 1
Year Probated Suspension Alleged Fraudulent
of Life, Health, Accident and Dishonest Acts
and HMO and Stipulated
P remium-Life, Accident and
Health Agent Licenses

Sill, Jeff rey Ammann San Antonio $115,806 in Restitution M i s a p p ropriation or 0 1 - 0 6 6 3 7 / 1 6 / 0 1
and Revocation of Life, C o n v e r s i o n
Health, Accident and HMO
and Pro p e rty and Casualty
Agent’s Licenses

Wa l t h e r, Robert Thomas San Antonio Life, Accident, Health Fraudulent and/or 0 1 - 0 6 4 0 7 / 1 0 / 0 1
and HMO Agent’s License Dishonest Practices;
Denied, Plus Restitution Felony Conviction
of $4,287

Washington, Manuel Lee D a l l a s Life, Health, Accident M i s a p p ropriation or 0 1 - 0 5 7 1 6 / 1 8 / 0 1
and HMO Agent’s License C o n v e r s i o n
Revoked and $534
R e s t i t u t i o n

COMPANIES N A M E C I T Y A C T I O N TA K E N V I O L AT I O N O R D E R D AT E

American Agri-Business Insurance Co. Des Moines, IA $3,000 Fine F a i l u re to Respond to TDI 0 1 - 0 6 3 6 7 / 1 0 / 0 1
I n f o rmation Request

Capital City Insurance Co., Inc. Columbia, SC $2,000 Fine F a i l u re to Pass Thro u g h 0 1 - 0 6 3 7 7 / 1 0 / 0 1
Maintenance Tax Surc h a rg e
Refunds to Policyholders

C e n t re Insurance Co. New York, NY $10,000 Fine F a i l u re to Pass Wo r k e r s ’ 0 1 - 0 6 5 5 7 / 1 6 / 0 1
Compensation Maintenance
Tax Refunds Through to
P o l i c y h o l d e r s

Employers Health Insurance Co. G reen Bay, WI $13,000 Fine Consent Order; Alleged 0 1 - 0 6 3 3 7 / 1 0 / 0 1
F a i l u re to Notify Patients
of Appeal or Independent
Review Rights

F i reman’s Fund Insurance Co. Novato, CA $3,000 Fine F a i l u re to Provide Ti m e l y 0 1 - 0 7 1 2 7 / 3 0 / 0 1
Experience Rating Data

First Penn-Pacific Life Insurance Co. S c h a u m b u rg, IL $3,000 Fine F a i l u re to Respond to TDI 0 1 - 0 6 5 1 7 / 1 6 / 0 1
I n f o rmation Request
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DisciplinaryActions
Editor’s Note: Copies of individual orders may be obtained by calling TDI’s Public Information Office, 512 463-6425.

COMPANIES N A M E C I T Y A C T I O N TA K E N V I O L AT I O N O R D E R D AT E

Grain Dealers Mutual Insurance Co. Indianapolis, IN $500 Fine F a i l u re to Pass Wo r k e r s ’ 0 1 - 0 6 5 9 7 / 1 6 / 0 1
Compensation Maintenance
Tax Refunds Through to
P o l i c y h o l d e r s

G reat American Insurance New York, NY $2,500 Fine Consent Order; Alleged 0 1 - 0 6 9 8 7 / 2 4 / 0 1
Company of New Yo r k A d v e rtising and Agent

Licensing Vi o l a t i o n s

H a rt f o rd Fire Insurance Co. H a rt f o rd, CT $3,000 Fine F a i l u re to Provide Ti m e l y 0 1 - 0 7 1 0 7 / 3 0 / 0 1
Experience Rating Data

H a rt f o rd Fire Insurance Co. H a rt f o rd, CT $3,000 Fine F a i l u re to Provide Ti m e l y 0 1 - 0 7 1 1 7 / 3 0 / 0 1
Experience Rating Data

Scor Reinsurance Co. New York, NY $2,500 Fine F a i l u re to Respond to TDI 0 1 - 0 6 5 0 7 / 1 6 / 0 1
I n f o rmation Request

S t a n d a rd Life & Accident G a l v e s t o n $2,000 Fine Late Response to TDI 0 1 - 0 6 3 5 7 / 1 0 / 0 1
Insurance Co. I n f o rmation Request

Tampa Budget Co., Inc. Tampa, FL $1,000 Fine Late Filing of Annual 0 1 - 0 6 5 7 7 / 1 6 / 0 1
Operations Report and
S w o rn Financial
S t a t e m e n t

Ulico Casualty Co. Washington, DC $7,500 Fine F a i l u re to Provide Reason- 0 1 - 0 6 6 0 7 / 1 6 / 0 1
able Loss Control Serv i c e s
and Inform a t i o n

ZC Specialty Insurance Co. S t a m f o rd, CT $1,000 Fine F a i l u re to Pass Wo r k e r s ’ 0 1 - 0 6 5 4 7 / 1 6 / 0 1
Compensation Maintenance
Tax Refunds Through to
P o l i c y h o l d e r s

HMOs N A M E C I T Y A C T I O N TA K E N V I O L AT I O N O R D E R D AT E

Alpha Dental Programs Inc. C e rritos, CA $7,500 Fine F a i l u re to Employ a 0 1 - 0 6 5 3 7 / 1 6 / 0 1
F u l l - Time Dire c t o r

Seton Health Plan Inc. A u s t i n $10,000 Fine Consent Order; Alleged 0 1 - 0 6 3 4 7 / 1 0 / 0 1
F a i l u re to Notify Patients of
Independent Review Rights

PFCs N A M E C I T Y A C T I O N TA K E N V I O L AT I O N O R D E R D AT E

P remteck Finance Co. Inc. H o u s t o n $750 Fine Late Filing of Annual 0 1 - 0 6 5 8 7 / 1 6 / 0 1
Operations Report

CompanyLicensing
Applications Pending

For admission to do business in Te x a s
C O M PA N Y N A M E L I N E H O M E O F F I C E

Clarion Benefits Administration, LLC T PA Minneapolis, MN

Mutual Medical Plans Inc. T PA Peoria, IL

National Security Life & Annuity Co. Life, Accident and/ Binghamton, NY
or Health

P5 e.Health Services Inc. T PA Reno, NV

S e rvice Insurance Co. F i re and/or Casualty Bradenton, FL

For incorporation
C O M PA N Y N A M E L I N E H O M E O F F I C E

American Retirement Plans Administrators T PA San Angelo, TX

Doral Dental Services of Texas Inc. T PA Dallas, TX

First American Lloyds Insurance Co. F i re & Casualty Austin, TX

For name change in Te x a s
F R O M T O L I N E L O C AT I O N

Bluepaw Family Pet Insurance Co. Truepaws Family Pet Insurance Co. F i re and/or Casualty P o rtland, OR

East Funeral Benefit Insurance Co. Good Samaritan Life Insurance Co. L i f e R i c h a rdson, TX

Contninued on page 1 2
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CompanyLicensing
Applications Pending ( c o n t i n u e d )
For name change in Te x a s
F R O M T O L I N E L O C AT I O N

Memorial Senior Services Inc., d b a Memorial Hermann Affiliated Services Inc., d b a C C R C Houston, TX
“University Place” “University Place”

Phoenix Home Life Mutual Insurance Co. Phoenix Life Insurance Co. Life, Accident and/ East Greenbush, NY
or Health

Applications Appro v e d
For admission to do business in Te x a s

C O M PA N Y N A M E L I N E H O M E O F F I C E

GRI of Houston, LLC, dba Group Resourc e s T PA Duluth, GA

G roup Resources of Texas, LLC, d b a T PA Duluth, GA
G roup Resourc e s - Te x a s

United National Specialty Insurance Co. F i re & Casualty Milwaukee, WI

For name change in Te x a s
F R O M T O L I N E L O C AT I O N

Heritage Mutual Insurance Co. A c u i t y, A Mutual Insurance Co. F i re and/or Casualty Sheboygan, WI

Minnesota Fire and Casualty Co. Harleysville, Insurance Co. F i re & Casualty Minnetonka, MN

Nippon Fire & Marine Insurance Co., Ltd., Nipponkoa Insurance Co., Limited F i re & Casualty New York, NY
U.S. Branch, The

Fraud Unit Prosecutions
Indictments
B i r d o w, Alisicha, indicted in Dallas on charges
of insurance fraud, a state jail felony.

B i r d o w, Linda, indicted in Dallas on charges of
insurance fraud, a state jail felony.

C h a n c e l l o r, Paul, indicted in Dallas on charges
of insurance fraud, a third-degree felony.

C o o p e r, Steven, indicted in Bell County on
charges of insurance fraud, a state jail felony.

D a r n e r, Mark Allan, information filed in the
U. S. District Court for the Northern District of
Texas alleging conspiracy to commit mail fraud.

Harris, Shann Hydrick, indicted in Bell
County on charges of insurance fraud, a state
jail felony.

Kuyateh, Abu, indicted in Bell County on
charges of insurance fraud, a state jail felony.

Meyers, Lisa Kaye, indicted in Bell County on
charges of insurance fraud, a state jail felony.

P a l m e r, Travis Joe, indicted in Bell County on
charges of insurance fraud, a state jail felony.

Yetzke, Jeffrey Lee, indicted in Bell County on
charges of insurance fraud, a state jail felony.

Murchison, Trina Marie, indicted in
Texarkana on charges of insurance fraud,
a state jail felony, and misapplication of
fiduciary property, a third-degree felony.

Cain, Cynthia, indicted in Texarkana for use of
a criminal instrument, a state jail felony.

Convictions
F i s h e r, Jackie, aka Jackie Lynn Shepherd,
pleaded guilty in Austin to misapplication of
fiduciary property, a third-degree felony.
Sentenced to 10 years’ deferred adjudication,
$22,860.96 in restitution and 160 hours of com-
munity service.

Starnes, Duane, pleaded guilty in Bell County
to insurance fraud, a state jail felony.  Sentenced
to 36 months’ deferred adjudication, a $500 fin e
and 220 hours of community service. ★


