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Official Order
of the

Texas Commissioner of Insurance

Date: DEC 12 2013

Subject Considered:

2014 Texas Title Insurance Rate Adjustment to Recoup the
Assessment for Southern Title Insurance Corporation

Docket No. 2753

The commissioner of insurance adjusts title insurance premium rates for the 2014 calendar year to
reimburse Texas title insurers for $2.5 million paid in as: sessments to the Texas Title Insurance
Guaranty Association (Guaranty Association) in 2013. The commissioner held a public hearing to
consider the rate adjustment on November 15, 2013, under Insurance Code §2703.202 and
§2703.206, The Texas Department of Insurance published notice of the hearing in the September
13, 2013. issue of the Texas Register at 38 TexReg 6061. TDI also held an informal public meeting
on October 21, 2013.

After considering TDI staff’s testimony and analysis, and public comments and testimony presented
at the public meeting and public hearing, the commissioner adopts the following findings of fact and
conc.iusior.s of iaw.

FINDINGS OF FACT

Background

1. Southern lit/c Impairment. in 2.01 1, the state of Virginia appoin.ted a. receiver for
Southern Title Insurance Corporation, which is domiciled in Virginia. In Tex.as, the
commissioner designated Southern Title as impaired. Commissioner’s Order No. l2
072 I (Aug.30, 2012.).

2. Assessment. The Guaranty Association assessed title insurers for S8 milliOn in April
2013, under Insurance Code §2602.201. Section 2602.201 requires the Guaranty
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Association to estimate the amount required to pa all co ered claims for an impaired
title insurance compan\ and to assess title insurers for the needed amount. On \ugust
23. 2013. the Guarana Association hoard voted to refund S5.5 million to title insurers.

reducing the assessment to S2.5 million.

3. Pub/ic Meeting. On October 2 1, 2013, 11)1 staff held an informal public meeting to

receive stakeholder input on the most suitable methods and assumptions for the

recoupment. Representaties ol title insurers, the lexas Land Title Association, the

Office of Public Insurance Counsel, and other stakeholders attended the meeting.

4. Pub/k Hearinç. On Noember 15. 2013, the commissioner conducted the public hearing
required by Insurance Code §2703 202 and §2703.206, under Docket No. 2753.
Interested persons attended the hearing and had the opportunity to present written and
oral testimony on the recoupment. TDI staff presented their analyses..rate calculations,
and recommendation. A fLIA representati e testified in support of staff’s
recommendation. The commissioner did not recei’,e an written comments.

Guaranty Assessment Recoupment Charge

5. Rate Adjustment Required. insurance Code §2602.210 entitles title insurers to recoup the

S2.5 million assessment in their rates for the succeeding calendar sear. and requires the

commissioner to adtusl title insurance premium rates to allow for the recoupment.

6. Pub/ic Meekia,’ Comments. At the October public meeting, TLTA and several title

insurers recommended a method of collecting the recoupment charge that mirrors the way

the Guaranty Association cunently collects the policy guaranty fee under Insurance (ode
26O2 151 J’hey said that making the collection process fot the recoupment charge as
similar as possible to the process for the polic guaranty tee would he the tastest way for
title agents to implement the one sear rate adjustment would redue.c the possihilits f
r k u1 I i it / h r ost t t a s lb sis I g

m ii is and collcctir Ic ai all cntitel r title ager tc

7. \o I t it (,00ranr\ I / ‘0/4 On October 2 I 0 3 the (iuarant\ Associat r I aid

of direr tots oted to reduce thc amount ot the guarant fec to zen r 20 14. T hc absence

of this fec in 2(114 will minimize the consumer tmpaet of the recoupment chare, Sec

Tex. Title Ins Guar, Ass’ n. .!ii1l1tc of I/ic Board of Dlrcc!fn .s of tite ic oi title
In ‘lirame Gurirantx :1. O(1tItiflfl, October 2 1. 201 3.

X. .SIafi Reconiniendarion on Ret (nq)nienl McIl1(’d, ID! stall recommended that the
recoupment charge he a flat tee. at a rate for ow ncr’s policies and loan policies designed

to collect 52.5 million. w ijli a charge of SO for all other endorsements, hinders, and
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insuring torms. Stuff also recommended that. to minillhii’e consumer impact. the charge
be implemented as quicki) and efficiently as possible in 2014. to allis liii) be spread
oer the largest number of policies.

9 Prc’eedural Rulc’ P__It). The Jews Fine Insurance’ Basic Manual Procedural Rule P—MI

requnes that title agents collect the recoupment charge on e cry title in%urance policy and
eery other title insuring form Ioi hich a premium is charged. including endorsements
and construction loan hinders. Procedural Rule P 10 does not require that the tate be
uniform. Applying a iero tate to endorsements, binders, and other forms, and applying a
rate designed to recoup S2.5 million to owner’s policies and loan policies will. in
practice, closely match the policy guaranty fee process, and tull also comply with the
requirements to charge a rate for each torn.

10. Precedent for C’harqinq a Zero Ratefrw Title In.swinq Forms There are currently more
than a doaen endorsements without charges. including leasehold owne?s policies and
loan policy endorsements. minerals and surface damage endorsements for loan policies.
and variable rate mortgage loan endorsements.

1!. Cakulcuinç the Charqe. TIM actuarial staff testified that they would determine the
charge per policy by di iding the amount of the assessment ($2.5 million I by the
estimated number of title insurance policies in 2014.

12. Policy Count E.stimane. To estimate the number of policies in 2014. staff looked at the
number of policies from 2000 through the third quarter of 2013. Staff concluded that an
estimated policy count of 1.38 million for 2014 is reasonable.

a 1 he policy counts liom 2000 through 2003 tanged trom 894.000 to 1 2 million
policies.

1 hcs t 003 tiet 0( I to ‘S I

f cc’

c The tconomlt d wr turn I m YW)8 thiougl 011 cd to a significant drop n tic
numbet ot pohcies dunne this pciiod. ith feser than 9(K)10() policies in 2011
lhc polk count in t;12 increased .gterthes. ‘ears to I I million. hich is lsei
than thc pnlk ount 1n 2004.

d. For the first three quarters of 201 1. there ete 921UX)0 policies. Projecting the
same le’el ol acti’ ity through the end ol the fourth quaner would result in about
1.24 million polities.
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e. The projected number of policies in 2013 e’tceeds the average number of policies
(win 2000 through 2003. Ii also e’iceeds the average number of policies during
the economic dtwnmrn from 200K through 2012. Additionally, the current
pattern of grrnith in policy counts suggests that the number of policies c’ipeeted
in 2014 ill exceed the number of policies in 2013. A low projected policy count
would increase the possibility of recouping more than the assessment As a result.
it is reasonable to exclude the periods from 2000 through 2003 and from 2008
through 2012 when calculating the number of policies etipected in 2014.

f. It is reasonable to use the policy counts from 2004 through 2007. and the
projected policy count for 2013. to estimate an expected policy count for 2014 of
1.38 million policies

g. For the rea.sons abose, it is reasonable to use 1.38 million policies as the expected
number of policies for 2014

13. Actuarial Reccnnn,endation. Actuarial staff’s recommendation for a charge of Si .80 for
each oisner’s policy and loan policy would reasonably allow title insurers to recoup the
S2.5 million assessment. See Exhibit A. Dividing the S2.5 million assessment by 1.38
million policies yields about $1.80 per policy.

14. Public Hearing Tntimonv. At the public hearing. TL.TA supported TDI staWs
recommendation because a method of collecting the recoupment charge that mirrors the
collection of the policy guaranty fee helps to asoid potential mistakes and increased
expense. TLTA also testified that a flat fee is much easier to program than a percentage.

Stopping the Charge. Insurance Code Chapter 2602 does not address what happens if the
amount collected exceeds the amount of the assessment. It iwuld be tery difficult to
refund thc money to polic.,holders. II the Guarants kssociation’s quartcily rcports

i I tlearrnu lltt s klytc x cd$’i 11 lDlia
rs rua ith.. agents t cclk.ctin4.the cliarl.e

16. 0 ci ilki lion If title a.zerts crut moze than S2 S nulh r “the Guatanty cia n.
it is it.asonahlc br the Guarant \ssociation to hold thc. mones as a credit against future
as%ssmenis otto pay claims not os ercl by the S2.5 milhon assessment.

l ‘cv Rcinutancc Form. The current Guaranty Assessment Recoupment (‘haigc
remittance form. lomi T-G2. requires agents to report and remit I percent of premium.
Proi.cdural Rule P-30 requires agents to submit a remittance foim. and does not speeit
form T-G2. The 2014 Guaranty Assessment Recoupment Charge remittance form.
attached as Inhibit B. is designed for this recoupment.
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18. No Prn’nkniial I’jfrcr. Each assessment and recoupment scenario presents a unique set
of facts and circumstances. As a result. the recoupment collection methods and
assumptions must be tailored to each situation. It is reasonable to apply the methods and
assumptions in this order onl to this order, and not to assign them any binding
precedential value for futwe recoupments.

CONCLUSIONS OF LAW

1. The commissioner has jurisdiction o’ier this matter under Insurance (‘ode ft31.021,
2602.210,2703.151, and 2703.201—2701.208

2. TDI ga’e proper and timely notice of the Noi ember 15, 2013. Teut.s Title Insurance Rate
hearing, as required by Insurance Code §2703.207.

3. Insurance (‘ode §2602.210(a) requires the commissioner to adjust title insurance rates to
allow title insurers to recover assessments in their rates over the succeeding calendar
year. The Guaranty Assessment Recoupment Charge ic necessary to enable those title
insurers that were assessed by the Guaranty Association to recoup their assessments.

4. Insurance Code §2703.151 requires the commissioner to 1’i and promulgate the premium
rates to be charged by title insurers and title insurance agents.

5. A Guaranty Assessment Recoupment Charge of S 1.80 charged on each owner’s policy
and each loan policy, and a rate of $0 charged on ecry other title insurance insuring
lorm for which a premium is charged is reasonable as to the public, and nonconfls.atory
as to title insurers and title insurance agents. as Insurance Code §2703 152 requires

C a scssirer Rc fl(harge 14180 tat c ) cach ‘w c’s I
anita I Ic tr polic aria a ISO harucd c. cr tIc. tilc.insuiareci urir

iii I w which a premium hat ‘ed meets the rcquira rents f Insuianca. C &
4’(O ‘(0 and 1,1k Inwaa, e Basic Manual Prnt dural Rule P 30

7. The Guaranty ‘sesmeni Reoupment Charge remittanc. turin in l-hihit B is a

reasonable form br title agents to use to remit the chargi.

l’he commissioner orders that:

I. Title agents must collect the Guaranty Assessment Recoupment Charge of SI .80 directly
from the purchaser of each owner’s policy and loan policy at the closing of the



2885
(omnusionet \ (kdu
2014 Ictis I ak Insuranu Raw Adjustment to Recoup tht
kssessmt.nt Ior Southern I ill.’ lnsutani,e (.OflIOiatiOn
Do.kt No ‘73 Page ft of 6

transaction, from Januar) I through December 11. 2014. ihe charge for all other
insunng torms for ts hich a premium is charged i zero. and title agents are not required to
list that amount on closing statements.

2. All title insurance agents must use the Guarant) Assessment Recoupment Charge
remittance tiffm in Exhibit B to remit the collected charges to the Guarant) Association
on a quarterl) basis, as required h) Procedural Rule P-3D.

3. L ‘nder Insurance (‘ode §2602.210. if the commissioner of insurance determines that title
insurers are IiLel to recover more than the assessment, the commissioner ma) instruct
title agents to stop collecting the charge.

4. ‘WI staff must monitor the quarterly amounts that title agents remit to the Guaranty
Association. If staff determines that the amount collected is likel) to e’cceed S2.5
million, staff will advise the commissioner or the commissioner’s authorized
representati’e to instruct title agents to stop collecting the charge.

5. If title agents remit more than S2.5 million to the Guarant) Association, the Guaranty
Association must retain the money a.s a credit against future assessments, or to pay claims
not covered In the $2.5 million assessment.

6. These findings of fact, conclusions of law, and ordering provisions are tailored to the
particular facts of this assessment and recoupment. They are not intended to create a
standard recoupment method and are not precedent for future recoupments.

-k C
JdtaRaF ete
(c rinssi ncr I lr uraru.

in ii sin a Order No. —
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EXHIBIT A

GUARANTY ASSESSMENT RECOUPMENT CHARGE
Effective January 1 — December 31, 2014

A Guaranty Assessment Recoupment Charge of $1.80 applies to each owner’s policy and each loan policy. The purpose of this

charge is to reimburse Texas title insurers for $2.5 million paid in assessments to the Texas Title Insurance Guaranty Association in

2013. The GARC charge is not part of the basic premium. To determine the total premium to collect in 2014, add the applicable

GARC charge to the basic premium. See the rate chart below to determine the basic premium.

TEXAS TITLE INSURANCE BASIC PREMIUM RATES
Rates Effective May 1, 2013

Policies Up
Basic

ToAnd
. Premium

Including

Policies Up
Basic

ToAnd
. Premium

Including

Policies Up
Basic

ToAnd
. Premium

Including

Policies Up
Basic

ToAnd
. Premium

Including

$10,000 $238 $32,500

10,500 $242 33,000

11,000 $244 33,500

11,500 $248 34,000

12,000 $252 34,500

12,500 $255 35,000

13,000 $260 35,500

13,500 $264 36,000

14,000 $267 36,500

14,500 $270 37,000

15,000 $272 37 500

15,500 $276 38000

16,000 $280 38,500

16,500 $284 39,000

17,000 $288 39,500

17,500 $292 40,000

18,000 $296 40,500

18,500 $298 41,000

19,000 $301 41,500

19,500 $304 42,000

20,000 $309 42,500

20,500 $312 43,000

21,000 $317 43,500

21,500 $320 44,000

22,000 $324 44,500

22,500 $327 45,000

$398

$401

$405

$408

$412

$415

$419

$422

$426

$429

$433

$437

$441

$443

$447

$450

$455

$457

$462

$465

$469

$471

$475

$479

$483

$487

$556

$559

$565

$568

$571

$575

$579

$581

$585

$589

$593

$597

$600

$603

$607

$611

$613

$617

$621

$625

$628

$631

$635

$640

$644

$645

$55,000

55,500

56,000

56,500

57,000

S7,500

58,000

58,500

59,000

59,500

60,000

60,500

61,000

61,500

62,000

62,500

63,000

63,500

64,000

64,500

65,000

65,500

66,000

66,500

67,000

67,500

$716

$720

$725

$729

$730

$734

$738

$742

$744

$748

$753

$757

$759

$762

$767

$770

$773

$776

$781

$785

$788

$791

$795

$799

$801

$804

$77,500

78,000

78,500

79,000

79,500

80,000

80,500

81,000

81,500

82,000

82,500

83,000

83,500

84,000

84,500

85,000

85,500

86,000

86,500

87,000

87,500

88,000

88,500

89,000

89,500

90,000
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In column (1), find the range that includes the policy’s face value

Subtract the value in column (2) from the policy’s face value

MuItp1y t[c rczsult n Step 2 by t[ c value m olumn (3), and round to the r earcst dollar

Add the value n column (4) to the result of the value from Step 3.

Page 2 of 3

Policy Range

[$100,001__$1,000,000]

[$1,000,001 $5,000,000]

[$5,000,001 $15,000,000] —

[$15,000,001 - $25,000,000]

[Greater than $25,000,000]

(2)
Subtract

100,000

1,000,000

5,000,000

15,000,000

25,000,000

(3)
Multiply by

0.00554

0,00456

0.00376

0.00267

(4)
Add

$ 875

$ 5,861

$ 24,101

$ 61,701

- 88,401

Policies Up
To And

Including

23,000

23,500

24,000

24,500

25,000

25,500

26,000

26,500

Policies Up
To And

Including

Basic
Premium

$330

$333
$337

$340

$345

$348

$352

$355

Basic
Premium

Policies Up
To And

Including

45,500

46,000

46,500

47,000

47,500

48,000

48,500

49,000

Policies Up
To And

Including

Basic
Premium

$490

$493

$497

$499

$503

$508
$512

$515

Basic
Premium

68,000

68,500

69,000

69,500

70,000

70,500

71,000

71,500

$649

$653

$656

$659
$664

$668
$672

$674

90,500

91,000

91,500

92,000

92,500

93,000

93,500

94,000

$809

$813

$817

$819

$823
$827

$831

$832

27,000

27,500

28,000

28,500

29,000

29,500

30,000

30,500

31,000

31,500

32,000

$358

$361

$365

$368

$373

$376

$380

$383

$387

$390

$393

49,500

50,000

50,500

51,000

51,500

52,000

52,500

53,000

53,500

54,000

54,500

$518

$522

$525

$527

$531

$536

$540

$543

$547

$550

$553

72,000

72,500

73,000

73,500

74,000

74,500

75,000

75,500

76,000

76,500

77,000

$677

$681

$685

$688

$692

$696

$700

$702

$706

$709

$713

94,500

95,000

95,500

96,000

96,500

97,000

97,500

98,000

98,500

99,000

99,500

100,000

$837

$842

$845

$847

$851

$855

$859

$862

$866

$870

$873

$875

LicPremium Calculation for Policies in Excess of $100,000

Step 1

Step 2

Step 3

Step 4

Using the table below, apply these steps to determine basic premium for policies above $100,000:

(See examples provided following the table)

(1)

0,00160
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Examples for Policies in Excess of $100,000

Example 1:

(1) Policy is $268,500

(2) Subtract $100,000 => $268,500 - $100,000 ==> Result = $168,500

(3) Multiply by 0.00554 ==> $168,500 x 0.00554 ==> $933.49 ==> Result $933

(4) Add $875 ==> $933 + $875 ==> Final Result = $1,808

e2:

(1) Policy is $4,826,600

(2) Subtract $1,000,000 ==> $4,826,600 - $1,000,000 ==> Result = $3,826,600

(3) Multiply by 0.00456 ==> $3,826,600 x 0.00456 ==> $17,449.30 ==> Result = $17,449

(4) Add $5,861 ==> $17,449 + $5,861 ==> Final Result $23,310

Example 3:

(1) Policy is $10,902,800

(2) Subtract $5,000,000 ==> $10,902,800 - $5,000,000 ==> Result = $5,902,800

(3) Multiply by 0.00376 ==> $5,902,800 x 0.00376 ==> $22,194.53 ==> Result = $22,195

(4) Add $24,101 ==> $22,195 + $24,101 ==> Final Result = $46,296

Example 4:

(1) Policy is $17,295,100

(2) Subtract $15,000,000 ==> $17,295,100 $15,000,000 ==> Result = $2,295,100

(3) Multiply by 0.00267 ==> $2,295,100 x 0.00267 ==> $6,127.92 ==> Result = $6,128

(4) Add $61,701 ==> $6,128 + $61,701 ==> Final Result = $67,829

Example 5:

(1) Policy is $39,35L800

(2> Subtract $25,000,000 ==> $39,351,800 - $25,000,000 ==> Result $14,351,800

(3) Multiply by 0.00160 ==> $14,351,800 x 0.00160 ==> $22,962.88 ==> Result = $22,963

(4) Add $88,401 ==> $22,963 + $88,401 ==> Final Result $111,364
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fl Check here d any 01 the contact infoi mation ahose or helo has chan’ed since your last remittance
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Beginning ,2014 Ending ,2014

1. Iota! Owner’s and Loan Policies During the Quarter:
2 Total Guaranty Assessment Recoupment Charges remitted

(Multiply the amount shown abose in No I by SL80). S

If you had no closings during the quarter and you did not collect any Guaranty Assessment
Recoupment Charges. please enter “0” and mail this form

__________

of

_____

certify that this information is correct and reflects all owner’s and loan policies of title insurance to be
reported on my agency’s statistical report to IDI.

Signature
Printed Name and Position
Contact Number

SLBSCRIBFD \\I) SWORN 10 BEFORE ME, the undcrsigrd aUthyit 1h1s the. da

RF Mfl (IIL( K M4DF P4 4BLL JO:
Texas Title Insurance Guaranty Association
P0 Box 2212
\ustm, IX 78 ‘68 2l7

t) 4 Ic xis liii I nsu r anc (trial anty Assi x. at mu

( maranus Sssessmcnu kec upm ml ( ham cc Remmtumc turn

FOR 01/F RNIGHT DLLI ER\:
I exas Title Insurance Guaranty sso(iation

1(361 6th Sr , Suitc 100
\ustin TX 870I

2014 TTIG Guaranty Assessment Recoupment Charge Remittance Form

I xhihit B

For the Quarter:

N tat P [1 in and I r t[ State I I xa

Pnnui I \jp i j



( nnn son Ord I xhhn B

i Tn c It it lit C kit S Ij iii it R i

S Cfl nit r Si uth it I it I sui ir ( ij i in
IX LaX S

Calendar Quarter Isnding Remittance flue 1)ates
March31 Ma I
June 30 kugust I

‘eptember 30 ember 1
December31 Februar I

Note: This report and remittance are due as foI1os:

Lhihit B

dIll 4 [ Xas [tt IC I rt ,Ut JttC C Ott at iflt\ \S (IL itt (itt

Or iflt5 \,SC,’fltCttt R CniiptflCttt ( hat LC Rantittance Eat at


