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/ / The Honorable Kent Sullivan ?< 7

/ / Commissioner of Insurance
Texas Department of Insurance
MC 112-2A
P.O. Box 149105
Austin Texas 78714 9105

Dear Commissioner Sullivan,

The Surplus Lines Stamping Office of Texas the Board of Directors held its Annual Meeting on June 25,
2020. Pursuant to the Surplus Lines Stamping Office of Texas Plan of Operation Sections (c)(7)(C) and

(e)(3), the Board of Directors carefully considered an appropriate stamping fee to recommend to your
office in order to decrease the Stamping Office’s unrestricted fund balance, After careful deliberation
and following a detailed analysis by the Stamping Office staff, the Board of Directors recommends
lowering the stamping fee to .075% from the current .15% stamping fee. A copy of the staffs
presentation is attached for your consideration.

The staff’s analysis projects that the new stamping fee rate will lower the Stamping Office’s projected
reserves, excluding funds for asset replacement, to a level not to exceed two times the average of

audited operating expenses for the five-year period immediately preceding the subject budget year. The
Stamping Office staff projects this reduction will take place over the next 13.5 years. This stamping fee
rate will be tied with Illinois for the third lowest stamping fee in the nation. The Board of Directors does
not recommend a stamping fee rate of lower than .075% due to programming issues if accrued stamping

fees per submission are calculated to less than half a cent per submission.

The Stamping Office staff can undertake the necessary programming changes within a few weeks.
However, the Board of Directors respectfully recommends that your office seek recommendations and
comments from industry stakeholders on the necessary time to reprogram their business systems and
on the appropriate implementation date. These industry comments and recommendation may be
received during the 20-day comment period specified in 28 Texas Administrative Code Section 15.201(e)
or such other time as your office may direct.

Thank you for considering this recommendation. Please let me know if your office requires additional
information or documentation concerning this matter,

4 4&V2t9’4c-_ it

/Rosemarie Marshall

SLTX Board Chair ‘° —

cc: ‘u U) IT!
Jamie Walker Nicolas Souza Moya McKenria Greg Brandon o o

,1
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805 Las Cirnas Iirkwy Suite 300 Austin. Texas 78746 Phone: 512.531.1880 sltx.org

O-0620-05
eCase 25245



z

D ci)
—J ci)

w I
I, (1)2
L-I-ILj-r

LL

(1)_n U

.5

.— C
II D



0

LU

U.
0
LU
tJ
LI.
LI.
0

z
0.
z
F
0

(1)
D
-JU-cr)
uJ

U
in

Ln
cn
>

z
III
III
II

0
z

I
C,)



S
ta

m
p
in

g
F

ee
A

na
ly

si
s-

B
ac

k
g
ro

u
n
d

B
ac

k
g

ro
u

n
d

•
S

ta
m

p
in

g
fe

e
ra

is
ed

in
Ju

ly
20

16
fr

om
.0

6%
to

.1
5%

d
u

e
$

1
4

0
0

0
0

0
0

.0
0

R
e
v
e
n
u
e

a
n

d
E

x
p

e
n

s
e
s

2O
15

2O
2O

*

to
te

ch
n
o
lo

g
y

p
ro

je
ct

•
In

20
17

a
n

d
20

18
,

$1
0.

5M
w

as
d

e
si

g
n
a
te

d
fo

r
R

ea
l

E
st

at
e

p
u

rc
h

as
e;

$1
0.

O
M

of
w

h
ic

h
w

as
re

-a
p

p
ro

p
ri

a
te

d
to

u
n
d
e
si

g
n

a
te

d
fu

n
d

in
20

19

C
u

rr
en

t
D

il
em

m
a

F
ro

m
20

1
6-

20
19

,
SL

TX
re

v
en

u
e

h
as

e
x

c
e
e
d
e
d

ex
p
en

se
s

($
35

.9
M

to
$1

4.
8M

)
•

U
n
d
es

ig
n
at

ed
fu

n
d

$1
2,

00
0,

00
0.

00

$1
0,

00
0,

00
0.

00

$8
,0

00
,0

00
.0

0

$6
,0

00
,0

00
.0

0

$4
,0

00
,0

00
.0

0

$2
,0

00
,0

00
.0

0

E
x
p
en

se
s

—
R

e
v
e
n
u
e

b
a
la

n
c
e

is
$2

2.
O

M
($

1
4.

7M
ab

o
v
e

m
ax

im
u
m

fu
n
d

b
a
la

n
c
e

of
$7

.3
M

)
20

17
20

18
20

20
20

15
20

16
20

19

*
F

un
d

B
al

an
ce

d
a
ta

as
of

4/
30

/2
02

0



S
ta

m
p
in

g
F

ee
A

na
ly

si
s-

C
u
rr

en
t

P
ic

tu
re

R
ev

en
u
es

$4
3.

9
bi

lli
on

p
ro

je
ct

ed
P

re
m

iu
m

fi
le

d
o
v
er

n
ex

t
5

y
ea

rs
(‘

21
-’

25
)

U
nd

er
cu

rr
en

t
S

ta
m

p
F

ee
,

th
is

e
q
u
a
te

s
to

$6
5.

8
m

il
li

on
in

SF
R

ev
en

u
e

E
xp

en
se

s

•
$3

1.
7

m
il

li
on

p
ro

je
ct

ed
E

xp
en

se
s

o
v

er
n

ex
t

5
y

ea
rs

(‘
21

-’
25

)

F
un

d
B

al
an

ce

•
C

ur
re

nt
-

$2
2.

0
m

ill
io

n
•

P
ro

je
ct

ed
F

un
d

B
al

an
ce

at
D

ec
em

b
er

31
,

20
25

-
$6

0.
2

m
il

li
on

w
it

h
cu

rr
en

t
S

ta
m

p
in

g
F

ee

M
ax

im
um

F
un

d
B

al
an

ce

•
C

ur
re

nt
-

$7
.3

m
ill

io
n

•
P

ro
je

ct
ed

M
ax

im
um

F
un

d
B

al
an

ce
at

D
ec

em
b
er

31
,

20
25

-
$1

2.
0

m
il

li
on



Id
ah

o

N
ev

ad
a

N
or

th
C

ar
ol

in
a

C
al

if
or

ni
a

M
is

si
ss

ip
p

i

A
ri

zo
na

U
ta

h

N
ew

Y
or

k

T
ex

as

S
ta

m
p
in

g
F

ee
A

na
ly

si
s-

S
ta

m
p

in
g

F
ee

by
S

ta
te

0.
15

0%

0.
50

%

0
I7

0%

0.
20

0%

0.
25

0%

O
25

0%

0.
40

0%

3

W
as

h
in

g
to

n

Il
li

no
is

00
75

%

T
ex

as
P

ro
p
o
se

d
00

75
%

F
lo

ri
da

0.
06

0%

M
in

n
es

o
ta

00
40

%

0.
00

%
0.

10
%

0.
10

0%

0.
20

%
0.

30
%

0.
40

%
0.

50
%

*N
ot

e:
O

re
g
o
n

a
n
d

P
en

n
sy

lv
an

ia
’s

fe
es

ar
e

$1
0

a
n
d

$2
0

p
er

po
li

cy
,

re
sp

ec
ti

v
el

y



S
ta

m
p
in

g
F

ee
A

na
ly

si
s-

R
ec

o
m

m
en

d
at

io
n

a
n
d

P
ro

je
ct

io
n
s

F
un

d
B

al
an

ce
P

ro
je

ct
io

n
-

0.
07

5%
S

ta
m

p
in

g
F

ee

R
ec

o
m

m
en

d
at

io
n
-

0.
07

5%
•

H
al

f
of

cu
rr

en
t

st
am

p
in

g
fe

e
ra

te
•

C
u
rr

en
t

p
ro

je
ct

io
n

sh
o

w
s

th
e

F
un

d
B

al
an

ce
w

ill
re

a
c
h

its
m

ax
im

u
m

in
20

34
•

R
e
c
o

m
m

e
n

d
e
d

ra
te

is
m

o
st

p
ru

d
en

t
a
p
p
ro

a
c
h

g
iv

en
u
n
ce

rt
ai

n
ti

es
of

im
p
ac

t
of

C
O

V
ID

-1
9

o
n

E&
S

m
ar

k
et

53
0,

00
0,

00
0.

00

$
2

5
0

0
0

0
0

0
.0

0

$2
0,

00
0,

00
0.

00

$
1
5
.0

0
0
,0

0
0
.0

0

$
1
0
,0

0
0
,0

0
0
.0

0

—
—

M
ax

Fu
nd

B
al

an
ce

E
un

d
B

al
an

ce
0.

07
5%

$
5
0
0
0
0
0
0
.0

0

I

I

S
.

—
I

—
I

a
I

S
.

20
20

20
22

20
24

20
26

20
28

20
30

20
32

20
34

20
36

20
38



S
ta

m
p
in

g
F

ee
A

na
ly

si
s-

C
o

n
si

d
er

at
io

n
s

•
U

n
ce

rt
ai

n
ty

of
im

p
ac

t
of

C
O

V
ID

-1
9

o
n

S
ur

pl
us

L
in

es
m

ar
k
et

•
P

os
si

bl
e

im
p

ac
ts

o
n

m
ar

k
et

:
•

F
ur

th
er

h
ar

d
en

in
g

of
E&

S
m

ar
k
et

le
ad

in
g

to
p
ri

ce
in

cr
ea

se
s

•
D

ec
re

as
e

in
ris

k
a
p
p
e
ti

te
fo

r
in

su
re

rs
•

In
cr

ea
se

in
ca

n
ce

ll
at

io
n
s,

n
o
n
-p

ay
m

en
ts

•
T

hr
ou

gh
M

ay
31

,
20

20
,

SL
IX

h
as

e
x
p
e
ri

e
n
c
e
d

a
14

.3
%

in
cr

ea
se

in
p
re

m
iu

m
a
n
d

5.
9%

d
e
c
re

a
se

in
fi

lin
gs

o
v
er

20
19

•
E

x
p
en

se
s

•
U

n
ce

rt
ai

n
ty

of
im

p
ac

t
o

n
p
o
ss

ib
le

n
ew

em
p

lo
y

ee
s,

n
ew

lo
ca

ti
o
n
,

e
tc

.
•

C
an

b
e

co
n

tr
o

ll
ed

m
o
re

ea
si

ly
th

an
re

v
en

u
es


