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Texas Department of Insurance

Financial, Company Licensing & Registration, Mail Code 305-2C
333 Guadalupe • P. O. Box 149104, Austin, Texas 78714-9104

512-322-3507 telephone • 512-490-1035 fax • www.tdi.state.tx.us
How to License a Reciprocal
The Company Licensing & Registration Division charters and licenses reciprocal companies and interinsurance exchange companies.  This one-stop shop process allows us to charter and license reciprocals or interinsurance exchange companies in a thorough and efficient manner. Company licensing and Registration strives to process all our files within 60 days from date actually received. In order to meet this goal, we request that all applicants promptly respond to our requests.
A reciprocal or interinsurance contract may be executed by an attorney-in-fact appointed by the subscribers of an exchange. Reciprocal and Interinsurance Exchanges operate under chapter 942. A reciprocal exchange consists of an arrangement between an attorney-in-fact (can be an individual, firm, or corporation) that contracts to represent subscribers (individual, partnership, or corporate stakeholder/policyholder) and their insurable risks. Reciprocal exchanges can only do Property and Casualty coverages.  

CERTIFICATE OF AUTHORITY AND APPLICATION PROCESS

Name Application – Complete the Name Application form. The name of an exchange must contain the term "reciprocal", "inter-insurance exchange", "underwriters", "association", "exchange", "underwriting", "inter-insurers", or "inter-insurors." The name selected for an exchange may not be so similar to the name of a similar organization or an insurer that, in the opinion of the department, is likely to mislead the public. There is a $100 filing fee.

After staff has reviewed the Name Application form, the name will be published in the Texas Register. On the 20th day after publication, the name will become eligible for use if there has been no objection filed. The name reservation must be renewed for a fee of $25 unless charter documents are received within 120 days of the eligible date. If the name reservation is renewed, an additional 120 days is given to submit documents before the name eligibility expires.
Form A-212 – File one original of the Form A-212 with $1,500 filing fee payable to the Texas Department of Insurance and: 
· UCAA Form 3 - synonymous with the standards coverage page (Section 3(b), Form A-212). 
· Exhibit A - copy(s) of the form of policy contracts or agreements under and by which such insurance is to be effected or exchanged (Section 3(c), Form A-212). 
· Exhibit B - copy of the form of Power of Attorney or authority of such Attorneys under which such insurance is to be effected or exchanged (Section 3(d), Form A-212). 
· Exhibit C - documentation setting forth attorney for service (UCAA Form 12) (Section 4, Form A-212). 
· Affidavit signed by two officers stating that the funds representing the surplus is the bona fide property of the proposed company and the facts set forth in the application and in the Subscribers Agreement/Power of Attorney documents are true and correct. 
· Affidavit from the Attorney-in-Fact stating the maximum amount of indemnity on any single risk, that the attorney has examined the commercial rating of each subscriber, as established by the reference book of a commercial agency with at least 100,000 subscribers, and based on the examination or other information in the attorney’s possession, it appears that no subscriber has assumed on any single risk an amount greater than 10 % of that subscriber’s net worth.

· Financial Statement (Section 6, Form A-212)
UCAA Form 2P (Form 2E if foreign reciprocal)
UCAA Questionnaire Form 8

UCAA Pro Forma Financial Statement Form 13

UCAA Bio Form 11 - Submit biographical information pursuant to UCAA instructions and requirements. Submit fingerprint cards for each biographical affidavit that is submitted with the application. For fingerprint card information, see Commissioner’s Bulletin #B-0045-06. Texas strongly recommends submitting digital fingerprint cards, as the cards are accurate and processing time is much faster. Ink print cards require additional processing time and are susceptible to inaccuracies that could lead to multiple submissions.
Organizational Chart - Format similar to Schedule Y of financial statement blank. Include the ultimate controlling entity of the AIF and any other related affiliates. Pursuant to Ch. 823, an attorney-in-fact is considered to be an affiliate of a reciprocal exchange, as such, this would include the reciprocal exchange as part of the same holding company system as the AIF. Reciprocal exchanges are subject to Ch. 823 of the Texas Insurance Code.
Statutory Deposit (Property & Casualty Company) - $50,000 (foreign and domestic); foreign are exempt if provide proof of deposit held in another state for all policyholders.

Attorney-in-Fact Fidelity Bond - To act as an attorney-in-fact, an individual, firm, or corporation must execute a good and sufficient fidelity bond that obligates the principal and surety to pay a pecuniary loss of money or property, not exceeding the amount of the bond, that is sustained by the exchange through fraud, dishonesty, forgery, theft, embezzlement, wrongful abstraction, or willful misapplication on the part of the attorney in fact, directly or through connivance with others.  The bond must be in the amount of $25,000 for an individual or firm, or $50,000 for a corporation:

(1) It must be acceptable to the department;

(2) It must be payable to the subscribers or the department; and
(3) Instead of a bond, an attorney-in-fact may deposit with the appropriate official of the exchange's state of domicile, cash or securities of the kind in which a general casualty company is authorized to invest its funds.
SPECIFIC LINES

Fidelity and/or Surety Bonds

If a domestic exchange writes fidelity or surety bond insurance in this state, the exchange shall keep on deposit with the comptroller money, bonds, or other securities in an amount of not less than $50,000.  The department shall approve for the deposit securities described by Article 2.10, and the exchange shall maintain the approved securities intact at all times.

A foreign exchange that writes fidelity or surety bond insurance in this state shall file with the department evidence satisfactory to the department that the exchange has, for the protection of its subscribers, at least $100,000 in money, bonds, or other securities as described by Article 2.10 on deposit with the comptroller or other appropriate official of its state of domicile or in escrow under that official's supervision and control in a reliable bank or trust company.  If those bonds or other securities are not acceptable to and approved by the department, the department may deny the attorney-in-fact for the exchange a certificate of authority.

Liability
The applicant must submit a loss control plan, subsequent to licensing approval but prior to writing, if the applicant was granted authority to write auto liability or liability other than auto, and will write any one of the following products:
· Commercial automobile liability insurance 

· Professional liability insurance for hospitals 

· Professional liability insurance for insureds other than hospitals 

· General liability insurance 

· Medical liability insurance for insureds other than hospitals 

For further information, contact the Loss Control Division at 512-322-3435.
Worker’s Compensation

If applicant is planning to write worker’s compensation insurance, contact TDI’s Division of Workers' Compensation at 512-804-4674 or visit their website. Subsequent to licensing approval, but prior to writing worker’s compensation insurance, the applicant must file an Accident Prevention Plan to be reviewed by TDI-DWC.
CONFIDENTIAL INFORMATION

If an applicant considers any section of the Application to be considered confidential, please specifically state which part is considered proprietary and confidential. Most Company Licensing documents are open record; any determination that any of these documents are a closed record will have to be concluded at the Texas Attorney General’s Office.  

Information determined to be proprietary and trade secret by law will not be disclosed to the public. Each applicant needs to expressly identify all information in the application and in any subsequent correspondence that the applicant considers proprietary or trade secret.
REVIEW PROCESS

Once the application is received in Company Licensing and Registration, it is date stamped and assigned to a Company Licensing Insurance Specialist. The Specialist will review the application to determine if all required documentation is submitted. Within approximately 10 days, the specialist will contact the applicant stating that either the filing is acceptable, and the specialist will begin technical review of the submitted documents, or that the filing is deficient and will request that these documents be submitted within a specific timeframe.
When technical review of the document begins, the Specialist will review the various forms, and other documents for compliance. The operational plan will be reviewed by a Company Licensing Financial Analyst. During the technical review there could be further questions or issues that the applicant will be required to address. 

As previously stated, Company licensing and Registration strives to process all our files within 60 days from date actually received. In order to meet this goal, we request that all applicants promptly respond to our requests. 

Once our Financial Analyst has completed the review and recommends approval of the charter and license, the applicant will submit a request for an on site exam by a TDI Financial Examiner. The Applicant will submit a request for a qualifying exam; the request will state where the books and records of the proposed incorporation are held and at what bank the initial funds of the proposed reciprocal are held. At this junction in the process, a common concern is how to establish a bank account or financial structure for an entity that does not exist – a suggestion is to set up an account at a bank “for the formation of a new reciprocal.”
Once our Financial Examiner has finished the on-site review, we will draft a report with our findings. Once the proposed corporation passes the on-site exam and verification of funds to start the insurance company, the Specialist will prepare an order approving the charter, then an order granting the new the authority to bear risks in Texas.
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