




 

1. Anti-Trust Statement 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

    

 



PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org 

Anti-Trust Statement 

The creation and operation of the Fair Access to Insurance Requirements (FAIR) Plan 
Association is authorized under Article 21.49A (now Chapter 2211) of the Texas Insurance 
Code.  The Governing Committee is authorized to administer the FAIR Plan. 

When involved in meetings or other activities of the FAIR Plan, Governing Committee 
members and insurer and agent participants are bound to limit their discussions and actions to 
matters relating solely to the business of the FAIR Plan and shall not discuss or pursue the 
business interests of individual insurers, agents, or others. There should be no discussions of 
or agreements to act that serve to restrain competition. This prohibition includes the exchange 
of information concerning individual company rates, coverage, market practices, claim 
settlement practices and other competitive aspects of individual company operations.  Each 
member is obligated to speak up immediately for the purpose of preventing any discussion of 
any of the foregoing subjects.  Counsel is asked to help us be mindful of these restraints and to 
alert us when our discussion goes into any of the prohibited subject areas. 



3. Approve the Minutes 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 















4. TFPA Operational Highlights 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



2021 TFPA Enterprise Scorecard

Key Quarterly Activities 
• Remain below plan for Q1 2021 operating expenses.

• On track to complete Association objectives for all strategic initiatives in 2021.

• Exceeded turnaround time and quality standards on Underwriting and Claim service levels.

• Remain well below plan on litigated claims in Q1 2021.

Reference Data

Policies In-Force 

Exposures In-Force 

Written Premiums YTD 

Claims Received YTD 

Losses Incurred YTD¹ 

72,713

$12.4 billion

$18.6 million

5,518

$12.0 million

¹ Excludes IBNR



5. Financial 
5A. Report of the Secretary/Treasurer 

5A1. Income Statement 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 1

2 2

3 3

4 4

5 5

6 2021 2020 6

7 7

8 Direct Premiums Written 18,608$               19,300$               8

9 9

10 Premiums Earned: 10

11   Direct Premiums Earned 19,469$               21,003$               11

12   Ceded Reinsurance Premiums (7,232)                  (7,301)                  12

13   Net Premiums Earned 12,237                 13,702                 13

14 14

15 Deductions: 15

16   Direct Losses and LAE Incurred 13,241                 9,760                   16

17   Direct Losses and LAE Incurred - Harvey -                       -                       17

18   Ceded Losses and LAE Incurred - Harvey -                       -                       18

19   Operating Expenses 2,625                   3,725                   19

20   Commission Expense 1,934                   2,023                   20

21   Ceding commissions / brokerage -                       -                       21

22   Premium / Maintenance Tax 349                       366                       22

23   Total Deductions 18,148                 15,875                 23

24 24

25 Net Underwriting Gain or (Loss) (5,912)                  (2,173)                  25

26 26

27 Other Income or (Expense): 27

28   Investment Income 1                           99                         28

29   Investment Expenses (Line of Credit Commitment Fee) (50)                       (32)                       29

30   Interest Expense on Line of Credit Advance -                       -                       30

31   Sales Tax Refund and Other Income (Expense) -                       -                       31

32   Member Assessment Income -                       -                       32

33   Charge off's /Write off (95)                       (14)                       33

34   Billing Fees 19                         119                       34

35   Total Other Income or (Expense) (125) 172 35

36 36

37   Net Income (Loss) (6,037)$                (2,002)$                37

38 38

39 Surplus (Deficit) Account: 39

40 Beginning Surplus (Deficit) 6,006                   12,133                 40

41 Net Income (Loss) (6,037)                  (2,002)                  41

42 Change in Provision for Reinsurance 70                         70                         42

43 Change in nonadmitted assets (675)                     (662)                     43

44 Other -                       -                       44

45 Ending Surplus (Deficit) (636)$                   9,539$                 45

TEXAS FAIR PLAN ASSOCIATION

Statutory Income Statement - Treasurer's Report

for the three months ended March 31,

(000's omitted)

A1. Income Statement



 5A2. Management Discussion  
and Analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



 

A2. Management Discussion and Analysis 

 

 

Texas FAIR Plan Association 

Management’s Discussion and Analysis of Financial Results for the  

Three Months Ended March 31, 2021 

 

 

Direct Written Premium:   

• Direct written premiums through March 2021 totaled $18.6 million, a decrease of $692,000 or 

3.6% from the $19.3 million for the same period in the prior year due to continued declines in 

policy count. Direct Written Premium was $1.3 million higher than the budgeted $17.3 million. 

• Policies in force at March 31, 2021 totaled 72,355 or 155 policies over the budget of 72,200. At 

year end 2020 total policies were 73,713.  

 

Direct Premiums Earned:   

• Direct premiums earned for the three months ended March 31, 2021 were $19.5 million or $1.5 

million (7.3%) lower than the same period in 2020 but were $582,000 higher than the budget of 

$18.9 million.  

 

Reinsurance Costs:    

• TFPA successfully placed the 2020-2021 reinsurance program, incepting on July 1, 2020. The 

program provides coverage of $385 million in excess of a $40 million initial retention and includes 

a “second event” cover that reduces the net retention to $10 million.  

• Total ceded earned premiums through March 31, 2021 totaled $7.2 million which was slightly 

above budget by $35,000. Ceded premium is written in July of each year and earned throughout 

the following twelve-month period.  

 

Net Premiums Earned  

• Net premium earned through March 31, 2021 was $12.2 million which exceeded the budget of 

$11.7 million by $547,000. 

 

Loss and Loss Adjustment Expense Incurred:   

• Year-to-date Direct losses and LAE totaled $13.2 million and include estimated ultimate losses 

and LAE of approximately $8.0 million for winter storm Uri. 

• Incurred losses and LAE are above budget by $7.2 million.  

• The YTD direct loss & LAE ratio is 68.0% compared to the budgeted loss & LAE ratio of 32.0%. 

 

Operating Expenses:   

• March YTD operating expenses of $2.6 million were under budget by $263,000 or 9.1% and $1.1 

million below prior year levels.  

• Notable expense items under budget include IT Consulting ($55,000), Surveys & Inspections 

($49,000) Other Professional Services ($54,000), and Hardware/Software ($28,000). 

 

Commissions and Premium Taxes:   

• Commission expense and premium taxes year-to-date were above budget by a combined 

$111,000 or 5.1% due to higher than budgeted written premium.  

 

 

 



 

A2. Management Discussion and Analysis 

 

 

Other Income (Expense):   

• YTD March 2021 gross investment income was $1,260 which was $3,820 below the budget of 

$5,080. Investment yields remain at near zero levels as the Federal Reserve maintains a low short-

term interest rate environment. 

 

Net Loss:  

• TFPA’s financial results year-to-date reflect a net loss of $6.0 million compared to the budgeted 

income of $501,000 due primarily to Winter Storm Uri. 

 

Surplus/Deficit   

• As of March 31, 2021, the Association had a deficit of $636,000, or $6.6 million below the 

surplus at December 31, 2020 of $6.0 million.  

• Surplus was also reduced by $675,000 year-to-date due to an increase in non-admitted assets 

related to prepayments for Guidewire and Eagleview licenses and premium tax. 
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5B. Financial Statement Review by Staff 
5B1. Income Statement &  

Expense Statement 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 1

2 2

3 3

4 4

5 Actuals - 2021 Budget - 2021 Variance - 2021 Actuals - 2020 5

6 6

7 Premiums Written: 7

8 Direct 18,608$               17,292$               1,316$                 19,300$               8

9 Ceded -                       -                       -                       -                       9

10 Net 18,608                 17,292                 1,316                   19,300                 10

11 11

12 Premiums Earned: 12

13 Direct 19,469$               18,887$               582$                    21,003$               13

14 Ceded (7,232)                  (7,197)                  (35)                       (7,301)                  14

15 Net 12,237                 11,690                 547                      13,702                 15

16 16

17 Deductions: 17

18 Direct Losses and LAE Incurred 13,241                 6,044                   7,197                   9,760                   18

19 Direct Losses and LAE Incurred - Harvey -                       -                       -                       -                       19

20 Ceded Losses and LAE Incurred - Harvey -                       -                       -                       -                       20

21 Operating Expenses 2,625                   2,887                   (263)                     3,725                   21

22 Commission Expense 1,934                   1,850                   84                        2,023                   22

23 Ceding commissions / brokerage -                       -                       -                       -                       23

24 Premium / Maintenance Tax 349                      322                      28                        366                      24

25 Total Deductions 18,148                 11,103                 7,045                   15,875                 25

26 26

27 Net Underwriting Gain or (Loss) (5,912)                  587                      (6,498)                  (2,173)                  27

28 28

29 Other Income or (Expense): 29

30 Investment Income 1                           5                           (4)                         99                        30

31 Investment Expenses (Line of Credit Commitment Fee) (50)                       (30)                       (20)                       (32)                       31

32 Interest Expense on Line of Credit Advance -                       -                       -                       -                       32

33 Sales Tax Refund and Other Income (Expense) -                       -                       -                       -                       33

34 Member Assessment Income -                       -                       -                       -                       34

35 Charge offs /Write offs (95)                       (78)                       (17)                       (14)                       35

36 Billing Fees 19                        17                        2                           119                      36

37 Total Other Income or (Expense) (125)                     (86)                       (39)                       172                      37

38 38

39   Net Income (Loss) (6,037)$               501$                    (6,537)$               (2,002)$               39

40 40

41 Surplus (Deficit) Account: 41

42 Beginning Surplus (Deficit) 6,006                   6,006                   -                       12,133                 42

43 Net Income (Loss) (6,037)                  501                      (6,537)                  (2,002)                  43

44 Change in Provision for Reinsurance 70                        -                       70                        70                        44

45 Change in nonadmitted assets (675)                     (670)                     (6)                         (662)                     45

46 Other -                       -                       -                       -                       46

47 Ending Surplus (Deficit) (636)$                   5,837$                 (6,473)$               9,539$                 47

48 48

49 Key Operating Ratios: 49

50 Direct: 50

51 Loss & LAE Ratio: 51

52 Non Hurricane 68.0% 32.0% 36.0% 46.5% 52

53 Hurricane Harvey 0.0% 0.0% 0.0% 0.0% 53

54 Loss & LAE Ratio 68.0% 32.0% 36.0% 46.5% 54

55 UW Expense Ratio: 55

56 Acquisition 12.3% 12.6% (0.3%) 12.4% 56

57 Non Acquisition 13.5% 15.3% (1.8%) 17.7% 57

58 UW Expense Ratio 25.8% 27.8% (2.1%) 30.1% 58

59 59

60 Combined Ratio 93.8% 59.8% 33.9% 76.6% 60

61 61

62 Net: 62

63 Loss & LAE Ratio: 63

64 Non Hurricane 108.2% 51.7% 56.5% 71.2% 64

65 Hurricane Harvey 0.0% 0.0% 0.0% 0.0% 65

66 Loss & LAE Ratio 108.2% 51.7% 56.5% 71.2% 66

67 UW Expense Ratio: 67

68 Acquisition 18.3% 18.7% (0.4%) 17.4% 68

69 Non Acquisition 21.4% 24.7% (3.3%) 27.2% 69

70 UW Expense Ratio 39.7% 43.4% (3.6%) 44.6% 70

71 71

72 Combined Ratio 147.9% 95.1% 52.9% 115.8% 72

TEXAS FAIR PLAN ASSOCIATION

Statutory Income Statement (000's omitted)

for the three months ended March 31,

 B1a. Income Statement



1 1

2 2

3 3

4 4

5 Description Actuals - 2021 Budget - 2021 Variance - 2021 Actuals - 2020 5

6 Personnel Expenses 6

7 Salaries & Wages - Permanent 1,329$                    1,230$                  99$                            1,597$                    7

8 Contractor & Temporary Help 840                         306                        534                            511                         8

9 Payroll Taxes 108                         106                        2                                 132                         9

10 Employee Benefits 472                         433                        39                               607                         10

11 Recruiting, Training & Other 7                             24                          (17)                             13                           11

12 Subtotal 2,756                      2,099                     657                            2,860                      12

13 13

14 Professional & Consulting Services 14

15 Legal 32                           44                          (12)                             26                           15

16 Accounting & Auditing 22                           25                          (3)                               31                           16

17 Information Technology (47)                          36                          (84)                             553                         17

18 Actuarial Services 20                           10                          10                               19                           18

19 Surveys & Inspections 84                           133                        (49)                             117                         19

20 Disaster Recovery Services 52                           67                          (15)                             20                           20

21 Other Services (1) 361                         333                        28                               338                         21

22 Subtotal 523                         648                        (124)                           1,105                      22

23 23

24 Hardware/Software Purchases & Licensing 437                         469                        (32)                             541                         24

25 Rental & Maintenance - Office/Equipment 181                         178                        3                                 170                         25

26 Travel Expenses 0                             3                            (3)                               9                             26

27 Postage, Telephone and Express 96                           117                        (21)                             62                           27

28 Capital Management Expenses 50                           50                          (0)                               32                           28

29 Other Operating Expenses 107                         136                        (29)                             112                         29

30 Total Operating Expenses 4,151$                   3,700$                  451$                          4,890$                   30

31 31

32 Capitalization of Fixed Assets -                          -                         -                             -                          32

33 Allocation To ULAE (1,476)                    (763)                       (714)                           (1,133)                    33

34 Allocation To Investing & Other Expense (50)                          (50)                         0                                 (32)                          34

35 Net Operating Expense - UW Operations 2,625$                   2,887$                  (263)$                         3,725$                   35

36 36

(1) Other Services Amount Department

Marshall & Swift/Boeckh 76,989 Underwriting

Clear Point Claims LLC 75,755 Underwriting

LYNX Services LLC 51,770 Claims

EagleView Technologies Inc 46,934 Claims

Xactware Solutions Inc 36,025 Claims

Insurance Services Office Inc 26,627 Claims

* Other Vendors by Department 46,711 Various departments

                  Total Other Services 360,811

TEXAS FAIR PLAN ASSOCIATION

Statutory Expense Report (000's omitted)

for the three months ended March 31,

 B1b. Expense Statement



5B2. Balance Sheet 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 1

2 2

3 3

4 4

5 March-21 December-20 5

6 Admitted Assets 6

7 Cash and short term investments 51,408$                 57,717$              7

8 Premiums receivable 6,849                     6,631                   8

9 Assessment receivable -                          -                       

10 Amounts recoverable from reinsurers 2,207                     1,506                   10

11 Other assets 0                             0                          11

12 Total admitted assets 60,465$                 65,855$              12

13 13

14 Liabilities, Surplus and other  funds 14

15 Liabilities: 15

16 Loss and Loss adjustment expenses 16,234$                 15,458$              16

17 Underwriting expenses payable 2,049                     1,929                   17

18 Unearned premiums, net of ceded unearned premiums 31,172                   24,801                18

19 Ceded reinsurance premiums payable 7,158                     14,104                19

20 Principal outstanding on line of credit advance -                          -                       20

21 Interest payable on line of credit advance -                          -                       21

22 Provision for reinsurance 263                         333                      22

23 Other payables 4,226                     3,224                   23

24 Total liabilities 61,101                   59,849                24

25 25

26 Surplus and others funds 26

27 Unassigned Surplus (Deficit) (636)                       6,006                   27

28 Total liabilities, surplus and other funds 60,465$                 65,855$              28

29 29

TEXAS FAIR PLAN ASSOCIATION  

Statutory Balance Sheet (000's omitted)

 B2. Balance Sheet



    5B3. Cash & Short-Term  
Investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 1

2 2

3 3

4 4

5 5

6 Bank

Non Interest 

Bearing Interest Bearing

Total Amount of 

Deposits

Average Daily 

Balance for the 

Quarter

Investment 

Income during 

the Quarter

Annual Average 

Yield

Total Deposit % 

of TFPA's 

Portfolio

N.A. Bank Credit 

Rating

N.A. Tier 1 

Capital Ratio

N.A. Regulatory 

Capital

Are funds in 

excess of  the 

N.A. Regulatory 

Capital? 6

7 < 40%

Superior or  

Strong > 10% > $25B

> .2% of N.A. 

Reg Capital 7

8 Balances as of 3/31/2021: 8

9 Bank of America 8,674$                -$                     8,674$                -$                     -$                     0.00% 17% Superior 13.5% $200 No 9

10 Citibank 209                      5,220                  5,428                  7,842                  0                           0.01% 11% Superior 14.0% $145 No 10

11 JPMorgan Chase 19,956                -                       19,956                -                       -                       39% Superior 15.7% $234 No 11

12 JP Morgan U.S. Treasury Plus Money Market Fund (1) -                       17,350                17,350                17,350                1                           0.02% 34% N/A N/A N/A N/A 12

13 13

14 14

15 Total of all financial institutions 28,838$              22,570$              51,408$              25,192$              1$                        0.02% 100% 15

16 16

17 Balances as of 12/31/2020: 17

18 Bank of America 11,869$              -$                     11,869$              -$                     -$                     0.00% 21% Superior 12.3% $192 No 18

19 Citibank 209                      9,219                  9,428                  9,267                  0                           0.01% 16% Superior 12.9% $137 No 19

20 JPMorgan Chase 19,071                -                       19,071                -                       -                       33% Superior 13.4% $205 No 20

21 JP Morgan U.S. Treasury Plus Money Market Fund (1) -                       17,349                17,349                15,105                1                           0.02% 30% N/A N/A N/A N/A 21

22 22

23 23

24 Total of all financial institutions 31,149$              26,569$              57,717$              24,372$              1$                        0.01% 100% 24

25 25

26 (1) The Fund invests in U.S. treasury bills, notes, bonds and other obligations issued or guaranteed by the U.S. Treasury. 26

27 (2) Balances in non-interest bearing accounts have increased to reduce bank charges as rates for earnings credits have generally exceeded yields on short-term investments. 27

28 28

TEXAS FAIR PLAN ASSOCIATION

Cash and Short Term Investments ($ in 000's)

March 31, 2021

Bank credit rating,  Tier 1 Capital Ratios, and Regulatory Capital were reviewed with the latest financial information available as of December 31, 2020.  Rates, ratios and regulatory capital are comparable and consistent with year end National 

Association (N.A.) results. 

B3.  Cash and Short Term Investments



5B4. Cash Flow Statement 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 1

2 2

3 3

4 4

5  Actuals - 2021 Budget - 2021 Variance - 2021 5

6 6

7 Cash flows from operating activities: 7

8 Premiums collected, net of reinsurance 12,100$              8,261$                 3,838$                 8

9 Losses and loss adjustment expense paid (13,166)               (12,023)               (1,143)                 9

10 Underwriting expenses paid (5,117)                 (4,984)                 (133)                     10

11 Member assessment -                           -                           -                           11

12 Other (77)                       (61)                       (16)                       12

13 Net cash provided by operating activities (6,260)                 (8,807)                 2,547                   13

14 Cash flows from nonoperating activities: 14

15 Other -                           -                           -                           15

16 Net cash provided by nonoperating activities -                           -                           -                           16

17 Cash flows from investing activities: 17

19 Net investment income (49)                       (25)                       (24)                       19

20 Net cash provided by investing activities (49)                       (25)                       (24)                       20

21 Cash flows from financing activities: 21

22 Borrowed funds -                           -                           -                           22

23 Borrowed funds repaid -                           -                           -                           23

24 Net cash provided by financing activities -                           -                           -                           24

25 25

26 Net increase (decrease) in cash and short-term investments (6,309)                 (8,832)                 2,523                   26

27 Cash and short-term investments, Beginning 57,717                 57,717                 -                           27

28 Cash and short-term investments, Ending 51,408$              48,885$              2,523$                 28

29 29

TEXAS FAIR PLAN ASSOCIATION

Statement of Cash Flows (000's omitted)

for the three months ended March 31,

 B4. Cash Flow Statement



5B5. Historical Data 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



1 1

2 2

3 3

4 4

5 5

6 6

7 LIABILITY IN UNDERWRITING SURPLUS OR 7

8 FORCE POLICY RATE WRITTEN LOSS & EARNED LOSS & EXPENSES UNDERWRITING MEMBER (DEFICIT) 8

9 YEAR END OF PERIOD COUNT CHANGES PREMIUMS LAE INCURRED PREMIUMS LAE INCURRED INCURRED GAIN (LOSS) ASSESSMENTS END OF PERIOD 9

10 10

11 2003 18,272,542$           100,223         82,004$                   19,580$                   31,287$                   19,580$                   26,618$                   (14,911)$                  (15,948)$                  11

12 2004 22,904,408             134,350         100,666                   37,184                     85,238                     37,184                     28,470                     19,584                     (1,821)                      12

13 2005 14,165,560             88,512           60,969                     31,262                     77,389                     31,262                     18,588                     27,539                     31,563                     13

14 2006 13,321,087             81,129           59,873                     22,545                     45,867                     22,545                     17,304                     6,017                        40,063                     14

15 2007 15,556,965             91,847           3.9% 73,058                     24,578                     52,955                     24,578                     19,362                     9,015                        52,081                     15

16 2008 14,060,852             84,438           64,488                     239,886                   48,364                     82,774                     18,797                     (53,208)                    209                           16

17 2009 11,706,721             72,989           10.7% 60,255                     32,961                     28,136                     6,659                        18,811                     2,666                        (9,753)                      17

18 2010 14,246,999             85,984           5.0% 73,924                     86,187                     40,905                     34,601                     17,019                     (10,715)                    (17,449)                    18

19 2011 15,979,040             96,710           83,066                     78,009                     47,063                     53,009                     15,897                     (21,843)                    (33,860)                    19

20 2012 17,966,799             108,637         14.6% 102,383                   28,453                     56,880                     28,453                     20,346                     8,081                        (25,722)                    20

21 2013 20,594,317             124,222         16.7% (a) 122,683                   39,438                     75,343                     39,438                     22,610                     13,295                     (13,422)                    21

22 2014 21,944,280             131,376         133,206                   45,070                     89,405                     45,070                     24,058                     20,277                     5,978                        22

23 2015 22,154,205             132,734         132,879                   68,593                     90,952                     68,593                     24,675                     (2,316)                      4,977                        23

24 2016 19,883,769             121,413         8.0% (b) 122,486                   78,008                     84,401                     78,008                     26,419                     (20,026)                    (15,203)                    24

25 2017 18,029,369             110,989         5.0% (c) 112,316                   128,666                   76,837                     84,864                     29,739                     (37,766)                    (54,941)                    25

26 2018 15,223,344             95,637           8.1% (d) 95,882                     26,733                     69,239                     26,733                     29,527                     12,979                     54,941                15,088                     26

27 2019 12,299,224             80,923           85,327                     38,241                     59,625                     38,241                     25,310                     (3,926)                      12,133                     27

28 2020 12,618,291             73,713           9.6% (e) 79,477                     36,620                     53,092                     36,620                     22,398                     (5,926)                      6,006                        28

29 2021 12,384,907             72,355           18,608                     13,241                     12,237                     13,241                     4,908                        (5,912)                      (636)                          29

30 30

31 TOTAL 1,663,549$             1,075,255$             1,125,215$             771,454$                 410,856$                 (57,095)$                 54,941$              31

32 32

33 (a) Effective July 1, 2013 33

34 (b) Effective April 1, 2016 34

35 (c) Effective June 1, 2017 35

36 (d) Effective October 1, 2018 and November 1, 2018 for new business and renewal business, respectively. 36

37 (e) Effective August 1, 2020 37

38 *2021 data through 3/31/2021 38

TEXAS FAIR PLAN ASSOCIATION

HISTORICAL DATA

2003 - 2021

($ with 000's omitted)

GROSS NET

 B5. Historical Data



5C. Investment Plan Review 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

1 

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org 

MEMORANDUM 

DATE:  April 28, 2021 

TO:  John Polak, General Manager 

FROM:  Jerry Fadden, Chief Financial Officer 

RE:  TFPA Investment Plan Review   

Annually, the TFPA Governing Committee reviews the adequacy and implementation of the 

association’s investment plan as reflected in the Statement of Investment Objectives and 

Guidelines. 

The primary focus of the investment plan is asset preservation and liquidity, along with 

compliance with the Texas Insurance Code and Plan of Operation of the Association.   

On a quarterly basis, TFPA reviews the following criteria to monitor our counterparty 

relationships: 

• Bank ratings and credit ratings from Moody or Standard and Poor’s must meet ‘AAA’. ‘AA’, 

or ‘A’ ratings defined as “superior or strong” in credit ratings. 

• Tier 1 Capital Ratio must be above a 10% ratio. 

• The National Association Regulatory Capital must be in excess of $25 Billion. 

• Total investment in any one financial institution will not exceed .2% of the National 

Association’s regulatory capital. 

• Total investment in any one financial institution will not exceed 40% of TFPA’s total 

portfolio. 

On the next page, you will find an evaluation of financial institutions based on certain of the 

criteria listed above.  

At this time, we are not recommending any changes to the investment plan. However, we will 

be seeking a resolution at the May 17, 2021 Governing Committee meeting regarding 

Governing Committee review of the adequacy of the current investment plan, copy attached, 

and Governing Committee review of the implementation of the plan.  Suggested wording of 

such resolution is as follows: 

 



 

2 

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org 

The Governing Committee of the Texas Fair Plan Association acknowledges its review of 

the adequacy and implementation of the investment plan of the Association and accepts 

staff’s recommendation to make no changes to the investment plan at this time. 

Please let us know if you have any questions or would like to discuss this matter. 

 

 

  

Financial Institution

N.A. Bank Credit Rating (as 

of 12/31/20)

N.A. Tier 1 Capital Ratio 

(as of 12/31/20)

N.A. Regulatory Capital (as 

of 12/31/20)

Holding Level Market 

Capitalization ($ in Billions 

as of 12/31/20)

JPMorgan Chase, N.A. Superior 15.7% $234 $387

Bank of America, N.A. Superior 13.5% $200 $262

Citibank, N.A. Superior 14.0% $145 $128

Evaluation of Counterparty Relationships as of 12/31/2020
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TEXAS FAIR PLAN ASSOCIATION 

Investment Plan 

I. Overview 

The purpose of this statement is to provide clear objectives and guidelines for investing the assets of the 

Texas FAIR Plan Association (“TFPA”). 

The Texas FAIR Plan Association was created by the Texas Legislature when it enacted Article 21.49A (the 

"Act'') sec. 3(a), as amended, of the Texas Insurance Code (re-codified as Texas Insurance Code Chapter 

2211). The purpose of the Act is to ensure that residential property insurance coverage is available to Texas 

residents. 

II. Investment Objectives 

The investment objectives enable TFPA to manage funds with the primary focus of asset preservation and 

liquidity, as well as securing maximum total return through the application of the investment policy set forth 

below. This policy must comply with all restrictions on investments in accordance with the Texas Insurance 

Code, the Plan of Operation of the Association and any other applicable requirements. While maximizing 

yield is important, the Association will consider the safety of the principal and liquidity the foremost objective. 

III. Permissible Asset Types 

TFPA may invest funds in excess of minimum capital and surplus in accordance with Texas Insurance Code 

Subchapter B, Chapter 424, and Subchapters C and D, Chapter 425. Under current law and in accordance 

with the minimum capital and surplus definition referenced in Section 822.054, $5 million will be set aside 

to support this requirement. Furthermore, in order to preserve TFPA's funds for immediate need in the case 

of a catastrophe, all funds will be restricted to liquid investments that are free of risk of loss of principal. (See 

Appendix A for complete detail of these items). 

1. Checking, savings accounts, and Money Market Demand Accounts in Financial Institutions that meet 

the counterparty requirements outlined below in section IV of this document. 

2. US Treasury Notes not to exceed 12 months, unless otherwise approved by the governing committee. 

3. Money Market Fund Accounts with a maximum duration of 1 year or less, unless otherwise 

approved by the governing committee. Account must invest exclusively in US bonds backed by the 

full faith and credit of the US government. 

4. Other investments approved by the governing committee. 
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IV.  Diversification and Evaluation of counterparty relationships: 

The Association must evaluate bank financial performance, bank ranking and credit ratings from Moody or 
Standard & Poor’s on a quarterly basis in order to assess the investment risk. All financial institutions ratings 
must meet “AAA”, “AA”, or “A” ratings defined as “strong or superior” in credit ratings. 

The Association must also evaluate the bank’s capital strength through Tier 1 Capital Ratios. The Association’s 
criterion is that the Tier 1 Capital Ratio must be above 10% for the Association to invest with such institution. 

The Association should evaluate the total capital of all banks on a quarterly basis. National Association (N.A.) 
Regulatory Capital must be in excess of $25B. 

Total investment in any one financial institution should not exceed .2% of the National Association's regulatory 
capital. Total investments in any one financial institution should not exceed 40% of TFPA's total portfolio. 

The Association should perform the above evaluation on a quarterly and/or annual basis as information is 
available. To the extent certain information is not available quarterly at the N.A. level; the Association should 
review the Tier 1 Capital Ratio and Market Capitalization at the bank holding company level. 

V. Monitoring, Evaluation and Compliance 

TFPA's management will review the investment plan on an annual basis and make recommendations, if 
necessary, to the governing committee at that time. ·It is the responsibility of TFPA management to report to 
the governing committee all cash and investment balances, interest rates and diversification ratios on a 
quarterly basis. 
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Appendix A to Statement of Investment Objectives and Guidelines 

I. Definitions related to the guidelines 

a. Tier 1 Capital Ratio also known as Capital Adequacy is the amount of capital a bank or 

other financial institution has to hold as required by its financial regulator. These 

requirements are put into place to ensure that institutions do not take on excess leverage 

and become insolvent. 

A firm must have a Tier 1 capital ratio of 6% or greater, and not pay any dividends or distributions 

that would affect its capital, to be classified as well capitalized according to the Federal Deposit 

Insurance Corporation (FDIC). 

Formula = (Total Equity – Revaluation Reserves) / Risk Based Assets 

b. Market Capitalization is the total value of the issued shares of a publicly traded company; 

it is equal to the share price times the shares outstanding. This allows the investment 

community to determine a company’s size, as opposed to sales or total asset figures. 

Formula = stock price X total number of shares outstanding 

II. Permissible Assets: 

TFPA may invest funds in excess of minimum capital and surplus in accordance with Texas 

Insurance Code Subchapter B, Chapter 424. The following are the investments as described by Chapter 

424 of the Texas Insurance Code for reference. 

a. Government Obligations 

b. Stock of National or State Bank 

c. Deposits in Certain Financial Institutions 

d. Certain Obligations of Partnership or Corporation 

e. Mutual Funds 

f. Real Property 

g. Obligations secured by real property 

h. Transportation equipment 

i. Investment in Foreign Jurisdiction 

j. Certain loans  

k. Obligations of Local Governmental Entities 

l. The University of Texas 

m. Bonds issued, assumed or guaranteed in international market 

n. Insurer Engaged in Business in Foreign Country 

o. Other Specifically Authorized Investments 
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Appendix A to Statement of Investment Objectives and Guidelines (Continued) 

Although the Plan of Operation allows TFPA to follow Texas Insurance Code Chapter 424, management 

and the governing committee recognize that TFPA is subject to the same risks as Texas Windstorm 

Insurance Association (“TWIA”). Therefore, TFPA will follow the more stringent policies adhered to by TWIA. 

The following are the permissible assets for TFPA based on the TWIA Plan of Operation: 

a. Interest bearing time deposits or certificates of deposit in any bank or banks doing business in 

the State of Texas and/or: 

b. In treasury notes of the government of the United States of America; and/or  

c. Money market funds which invest exclusively in the bonds or the evidence of indebtedness of 

the United States of America or any of its agencies when such obligations are guaranteed as 

to principal and interest by the United States of America; except however: 

i. such money market funds may make loans to or purchases of the described bonds and 

other evidence of indebtedness from a solvent bank or securities broker, registered 

under the Securities Act of 1934, under an agreement (commonly called a “repurchase 

agreement”) which provides for the purchase by the money market fund of the type of 

securities described and which agreement matures in 90 days or less and provides for 

the repurchase by such entity of the same or similar securities purchased by the money 

market fund, provided that the total market value of such securities shall equal or 

exceed the amount of such loan or repurchase when it is made; and 

ii. such loan collateral or securities purchased from any one bank or securities broker may 

not exceed the greater of 5.0% of assets of the money market fund or 5.0% of the 

amount of capital, surplus, or individual profits of such bank or securities broker; and/or 

d. In such other investments as may be proposed by the governing committee and approved by 

the Commissioner. The governing committee shall determine what portion of such funds shall 

be retained in a checking account or accounts and what portion of such reserve shall be 

invested in the investments listed in this subparagraph, as well as which specific investments, 

if any, shall be made. 

 



5D. Financial Audit by  
Calhoun, Thomson + Matza 
5D1. Audit Wrap Up Report 
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������������������������������������������ �!�"### $%�&'(�) *+�, -�.�/. ��+.0.�1��� 234#5677689:;#<=>74#?4574@<A#<34#5=9?#B=7C4A#=:D#=DE9<<4D#=AA4<A#=:D#79=>979<94A#<3=<#=?4#59:=:@9=7#9:A<?CE4:<AF##234#5=9?#B=7C4A#=?4#=7A6#@=<4;6?9G4D#9:<6#<34#<3?44H74B47#5=9?#B=7C4#394?=?@3IF##J=A3#=:D#@=A3#4KC9B=74:<A#=?4#<34#6:7I#59:=:@9=7#9:A<?CE4:<A#347D#>I#<34#LAA6@9=<96:F##234#9:B4A<E4:<#A<?=<4;I#56?#<34#LAA6@9=<96:#9A#<6#367D#39;37I#79KC9D#@=A3#=:D#@=A3#4KC9B=74:<A#56?#5C:D9:;#@=<=A<?6M34#4B4:<AF##234#LAA6@9=<96:#D64A#:6<#>4794B4#<3=<#<34#=AA4<A#A<=<4D#=<#NLO#3=B4#=:I#A9;:959@=:<#?4A<?9@<96:A#<6#79KC9D=<4#6?#<6#>4#A67D#56?#74AA#<3=:#NLOF� ## P ) *+�, -�.�/. ��+.0.�1�� 1�Q.R.0S.+�T&U�V'V'�W�*�XY�# # # ZXX+.X 1.�) *+�, -�.� [.1�Z��.1�, -�.� � Z!0*11.!�Z��.1�� � \.].-�&� � \.].-�V� � \.].-�T�# J=A3# �̂ _'UT̀a�^ b^ _'UT̀a�^ _'UT̀a�̂ � b� ^ b�# J=A3#4KC9B=74:<Ac# � b�� &dUT_e � &dUT_e�� b�� b� � b�# # �̂ _'UT̀a�^ &dUT_e ^ fdUd&d�^ _'UT̀a� �̂ b� ^ b�# P g=9?#O=7C4#h4=AC?4E4:<A#=<#i4@4E>4?#jkl#mnko#pA9:;q## # � L;;?4;=<4#g=9?###O=7C4 N4<##LAA4<#O=7C4 LDE9<<4D#LAA4<A r4B47#k# # r4B47#m# r4B47#j# J=A3# s# ttljuo s H s ttljuo s ttljuo#s# H# s H# J=A3#4KC9B=74:<Ac# # H mklvtu mklvtu H## H# H# # s# ttljuo s mklvtu s wwlkjv s ttljuo#s# H# s H# # # # ## c#x:#=@@6?D=:@4#89<3#yyLz#knn{l#@4?<=9:#9:B4A<E4:<A#<3=<#84?4#E4=AC?4D#=<#NLO#3=B4#:6<#>44:#@7=AA9594D#9:#<34#5=9?#B=7C4#394?=?@3IF#234#5=9?#B=7C4#=E6C:<A#M?4A4:<4D#9:#<39A#<=>74#=?4#9:<4:D4D#<6#M4?E9<#?4@6:@979=<96:#<6#<34#79:4#9<4EA#M?4A4:<4D#9:#<34#A<=<C<6?I#A<=<4E4:<A#65#=DE9<<4D#=AA4<Al#79=>979<94Al#AC?M7CA#=:D#6<34?#5C:DAF#
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������������������������������������������ �!�"### $$�%%&�'�()*���� +,-#./0#12-3#420#562781-#926#:#;848;<;#3<65=<3#6-><86-;-40?#@2A-7-6B#;-;C-63#;:D#C-#:33-33-1#02#0,-#-E0-40#0,:0#0,-#.332/8:0824F3#G27-6484H#I2;;800--#1-0-6;84-3#0,:0#:7:8=:C=-#9<413#:6-#420#3<998/8-40#02#;--0#0,-#2C=8H:08243#29#0,-#.332/8:0824?##� #%J&�KL�M(LN�ML����� +,-#./0#562781-3#0,:0#0,-#5629803#29#0,-#.332/8:0824#3,:==#C-#<3-1#02#;808H:0-#=233-3B#84/=<184H#0,-#5<6/,:3-#29#6-843<6:4/-#:41#0,-#2993-0#29#9<0<6-#:33-33;-403B#:41#;:D#420#C-#183068C<0-1#02#843<6-63?� #%O&��PQR��RL*L ML���SLM��T��� *�'M MQUQ�M�� +,-6-#A-6-#42#1899-6-4/-3#C-0A--4#0,-#VWVW#:44<:=#30:0-;-40#:41#VWXY#:44<:=#30:0-;-40#:3#98=-1#A80,#0,-#+-E:3#Z-5:60;-40#29#[43<6:4/-#:41#0,-#VWVW#:41#VWXY#:<180-1#30:0<026D#984:4/8:=#30:0-;-403?###� #%\&�'�N�Q]�Q�M�̂_Q�M��# +,-#.332/8:0824#,:3#-7:=<:0-1#3<C3-><-40#-7-403#2//<6684H#:90-6#Z-/-;C-6#̀XB#VWVWB#0,-#1:0-#29#0,-#;230#6-/-40#30:0<026D#30:0-;-403#29#:1;800-1#:33-03B#=8:C8=808-3B#3<65=<3#:41#20,-6#9<413B#0,62<H,#.568=#V̀B#VWVXB#0,-#1:0-#0,-#30:0<026D#984:4/8:=#30:0-;-403#A-6-#833<-1?#+,-#.332/8:0824#12-3#420#C-=8-7-#:4D#3<C3-><-40#-7-403#,:7-#2//<66-1#0,:0#A2<=1#6-><86-#9<60,-6#183/=23<6-#26#:1a<30;-40#02#0,-#30:0<026D#984:4/8:=#30:0-;-403?### #
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5D3. Internal Control Letter 
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6. Actuarial 
                           6A. Reserve Adequacy 

 
 
 
 
 
 
 
 
 
 
 
 

                              
 

 
 



PO Box 99080, Austin, TX 78709-9090 | 1-800-979-6440 | www.texasfairplan.org 

 

MEMORANDUM 
REVIEW DATE:      April 22, 2021        

TO:  John Polak, General Manager 

Cc:  Jerry Fadden, Chief Financial Officer 

FROM:  Xiuyu Li, Senior Actuary 

RE:  Reserve Adequacy  

TFPA actuarial staff has completed a review of Texas FAIR Plan Association loss and loss adjustment expense 
reserves as of March 31, 2021. 

Based on this review, the “indicated” ultimate costs of Hurricane Harvey is $84.5 million, remaining the same as 
the indicated ultimate loss and expense estimate based on the review as of December 31, 2020. Due to 
uncertainties surrounding the adequacy of case reserves and the outcomes of disputed claims, the “selected” 
ultimate gross loss & expense estimate has been maintained at $85 million.  

As of March 31, 2021, TFPA carried $22.9 million in total gross loss and loss adjustment expense reserves with $6.6 
million of the total gross losses and expenses ceded to reinsurance companies rated A- or better by A.M. Best 
Company. Collectability risk has been reviewed and found to be immaterial relative to total gross reserve. 

In my opinion, the Association’s net reserves met the requirements of the insurance laws of Texas, were consistent 
with reserves computed in accordance with accepted actuarial standards and principles and made a reasonable 
provision for all combined unpaid loss and loss expense obligations of the Association under the terms of its 
contracts and agreements. My opinion on the loss and loss adjustment expense reserves net of ceded reinsurance 
assumes that all ceded reinsurance is valid and collectible. 

The complete actuarial analysis is available on request. 

XL 

 
 

Xiuyu Li, ACAS, MAAA 
 Senior Actuary 



6B. Rate Filing Update 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



There is no exhibit for this topic 



6C. Policy Count/Exposures 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 













6D. 2021 Funding 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



There is no exhibit for this topic 



7. Internal Audit 
7A. Internal Audit Status & Update 
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MEMORANDUM 
 

TO: The Governing Committee - Texas FAIR Plan Association  
 
FROM: Bruce Zaret, Weaver - Internal Audit 
 
DATE: May 17, 2021 
 
SUBJECT: Status of Internal Audit Activities 
 
 

The following is our internal audit update representing current and planned activities: 
 
 Current Activities: 

 
Activity Description Status 

Legal and Compliance  Report in review by management 

Communications Report in review by management 

Disaster Recovery Report in review by management 

Governance Completed fieldwork – report in progress 

Cash Management Fieldwork in progress 

 
 Upcoming Audits:  

 
Activity Description Timing 

Information Security 2nd Quarter 

Premium Taxes 2nd Quarter 

Fraud Risk Assessment 2nd / 3rd Quarter 

Plan of Operation 3rd Quarter 

Actuarial  3rd / 4th Quarter 

 
 ELT meetings: 

• Attended Executive Leadership Team and Operations meetings.



Texas FAIR Plan Association 
Internal Audit Plan – Lookback (2018-2020) and Prospective (2021-2023) 

2 
 

Process Area 2020 
Risk Rating 2018 2019 2020 2021 2022 2023 

Information Security High  x   x   
Claims Processing High  x  x  x  
Reinsurance High     x  x  
Database and Application Administration High     x   x 
Communications High x   x  x  
Actuarial (Pricing and Reserving) High x     x   
Legal & Compliance High x   x   x 
Underwriting  Moderate x   x   x 
Plan of Operation Moderate       x  x 
Business Continuity of Operations Moderate   x   x   
Disaster Recovery Moderate     x x   
Governance Moderate       x   
Financial Close and Reporting Moderate     x   x 
Accounts Payable and Expense Processing Moderate   x    x  
Application Development Moderate x      x  
Information Technology Services Moderate        x  
Vendor Management Moderate   x   x   
Facilities and Services Moderate     x   x 
Cash Management Moderate x     x   
Fraud Risk Assessment Low    x   
Premium Taxes Low       x   
Accounts Receivable Low   x    x  
Payroll Low   x    x  

 
 



8. Underwriting 
8A. Operational Review Update 

 

 

 

 

 

 

 

 

 

 

 



 

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org 

MEMORANDUM 

DATE:  April 28, 2021       

TO:  John Polak, General Manager 

FROM:  Denise Larzalere, Vice President Underwriting 

RE:  Update on Underwriting Operational Highlights  

First Quarter 2021 Highlights 

I Service Results: 

a. Underwriting continues to have consistent turnaround time on all policy transactions.  Our 
goal is to issue 90% of new business submissions, endorsements, renewals, and cancellations 
within 10 days; we are surpassing this standard with over 96% of transactions processed 
within 10 days and with approximately 87% of new business via straight through processing.  

b. Quality Assurance scores on the underwriting decisions continue to meet or exceed 
established goals. 

c. Customer Service telephone response time is within our established goals. Call volumes are 
starting to return to pre-pandemic patterns.   

d. Underwriting operated under budget in the first quarter, primarily driven by managing 
headcount and personnel costs, reduced inspections, and lower call center expense.   

II.   TFPA Agent Audit Results: 

a. A standard sample of agencies were selected for review in the first quarter of 2021 to verify 
compliance with the declination of coverage requirement and TFPA Producer Requirements 
and Performance Standards.  Seventy-five percent of agents have responded, with follow-up 
requests being sent to the remaining agents.  

i. Proof of declination was received for eighty-six percent of the policies selected.  Staff 
is following up for outstanding proof of declinations. 

ii. Signed applications and eligibility statements were provided for seventy-three percent 
of the policies selected.  Staff is following up with the agents who have not yet 
provided signed applications.   

b. All agents audited have an active property & casualty insurance license, and all agents have 
the required direct standard market appointments. 

 



9. Claims  
9A. Claims Operations 
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TFPA Claims Operations 2021 
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Hurricane Harvey  

 

2020 Hurricane Season 

 



3 
 

February 2021 Winter Storm 

 



9B. Claims Litigation 

 

 

 

 

 

 

 

 

 

 
 
 



  

TFPA Litigation Tracking Activity 

 

Litigation Quarter Summary 

First Quarter 2021 
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Summary of TFPA Claims in Suit 

  New Settled Closed 

  1st Party 3rd Party 1st Party 3rd Party 1st Party 3rd Party 

Jan 2 0 0 0 12 0 

Feb 2 0 0 0 1 0 

Mar 3 0 0 0 27 0 

  7 0 0 0 40 0 
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Summary of TFPA Claims with LORs 

  New Settled Closed 

  1st Party 3rd Party 1st Party 3rd Party 1st Party 3rd Party 

Jan 9 0 0 0 5 0 

Feb 6 0 0 0 1 0 

Mar 12 1 0 0 8 1 

  27 1 0 0 14 1 

 

 

 

 

 

 



  

TFPA Claims Litigation 
March 2021 
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TFPA Claims in Suit 

  

Beginning 
Inventory 

New Closed 
Ending Inventory 

1st Party 3rd Party TOTAL 

Wind/Hail 233 3 (27) 209 0 209 

Other Perils 10 0 0  10 0 10 

Bodily Injury 0 0 0  0 0  0 

Property Damage 0 0 0  0 0 0 

TOTAL 243 3 (27) 219 0 219 
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TFPA Claims with LORs 

  

Beginning 
Inventory 

New Closed 
Converted 

to Suit 

Ending Inventory 

1st Party 3rd Party TOTAL 

Wind/Hail 70 2 (4) (3) 65 0 65 

Other Perils 9 10 (4) 0  15 0 15 

Bodily Injury 2 1 (1) 0  0 2 2 

Property Damage 0 0 0  0  0 0 0 

TOTAL 81 13 (9) (3) 80 2 82 
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TFPA Claims with Suits/LORs:  Detail of Ending Inventory 

Category 

Active Unsettled Claims 
Settled & Funded (Awaiting  
closing documents and final 

invoices) GRAND 
TOTAL 

Suits LORs   Suits LORs   

1st 3rd 1st 3rd Total 1st 3rd 1st 3rd Total 

TOTAL 219 0 80 2 301 0 0 0 0 0 301 
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TFPA Active Claims with Suits/LORs:  
Breakdown by Plaintiff Firm 

Firm Total 

Buzbee Law/Manuel Solis 118 

Manuel Solis, P.C. 67 

Dick Law Firm 33 

Daly & Black 18 

Lane Law Firm 8 

Buzbee Law Firm 7 

Arnold & Itkin LLP 5 

Chad T. Wilson Law Firm 5 

Daly & Black/Arnold & Itkin 3 

Potts Law Firm 3 

Cristobal M. Galindo, P.C. 3 

Lindsay, Lindsay & Parsons 2 

Fitts Law Firm, PLLC 2 

Scott Law Offices 2 

Remaining 20 firms 25 

TOTAL 301 
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TFPA Active Claims with Suits/LORs:  
County of Loss Location 

County 1st Party 3rd Party Total 

Baytown 1 0 1 

Chambers 1 1 2 

Dallas 1 0 1 

El Paso 2 0 2 

Ft. Bend 17 0 17 

Galveston 3 1 4 

Harris 260 0 260 

Hidalgo 1 0 1 

Jasper 1 0 1 

Jefferson 2 0 2 

Llano 1 0 1 

Maverick 1 0 1 

Montgomery 3 0 3 

Orange 3 0 3 

Waller 1 0 1 

Webb 1 0 1 

TOTAL 299 2 301 

 



10. TFPA Operations 
10A. IT Systems Enhancements  

 

 

 

 

 

 

 

 

 

 

 



                                                                             

 

PO Box 99090, Austin, TX 78709-9090 | 1-800-788-8247 | twia.org 

MEMORANDUM 

DATE:  April 28, 2021        

TO:  John Polak, General Manager 

FROM:  Camron Malik, CIO / VP IT 

RE:  TFPA Information Technology status   

 
The New Normal program, which will accommodate a flexible workforce capable of working seamlessly 
on-site or remotely, is on schedule. The New Normal program comprises 4 major work threads, consisting 
of People, Change Management, Space management and Technology and Infrastructure. All work threads 
are progressing well. 
 
The TFPA implementation continues in Production Support mode with releases occurring on their monthly 
cadence, delivering functionality for the business with quality and timeliness. The Infrastructure and 
Operations team continues to support remote work with excellent quality. All technology support and 
projects are on-track. 
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Our Mission 

provide essential wind and hail property insurance to coastal Texans when no one else will. 

 

Our Vision 

To be respected and trusted by our stakeholders 

 

Our Values 

Service & Respect 

We are committed to serving as a reliable, credible, and respectful provider  

 

Efficiency & Stability 

We are financially stable and can be counted on to fulfill our obligations  

 
Integrity & Accountability 

We are an ethical organization that is accountable to those we serve  

 

Our Goals 
  Customer Service 
  Enhance the policyholder experience by providing consistent quality service. 
 
  Operational Efficiency 

Continuously improve operations to proactively manage costs and be a financial steward of policyholders’ 
premiums. 
 
People 
Promote a culture that values people and attracts those who want to work here, stay here, grow here, and 
perform at their best.  
 
Stakeholder Engagement 
Communicate clearly and honestly to help stakeholders make informed decisions. 
 
Technology 
Maximize the use of technology to provide efficient and effective insurance services, improve operational 
efficiency and enhance customer experience. 
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Introduction 
 

1.1 Background 

The Texas Windstorm Insurance Association (TWIA) and Texas FAIR Plan Association (TFPA) (the 

“Association”) are insurance organizations providing essential property insurance products and services 

to eligible Texas properties when no one else will. In accomplishing this mission, we share a vision to be 

respected and trusted by our stakeholders. As stewards of the public trust, we adhere to our core values 

of integrity and accountability, holding ourselves to a high standard of ethics as outlined in this Ethics 

Policy (the “Policy”). 

 

1.2 Applicability 

This Policy applies to all individuals serving on the TWIA Board of Directors, the TFPA Governing 

Committee (together, “board members”) all Association employees and contractors. Collectively, this 

group shall be known as “individuals subject to this Policy.” 

 

1.3 Noncompliance 

All individuals subject to this Policy who fail to comply with this Policy will be subject to disciplinary action, 

up to and including termination of employment or contract. In addition, depending on the nature of the 

policy violation, an employee may be subject to civil and/or criminal penalties. Board member violations 

of this Policy will be reported to the Commissioner of Insurance. 

 

Ethical Conduct 
 

2.1 Policy Statement 

All individuals subject to this Policy are expected to act with integrity and exercise good judgment at all 

times. This includes conducting personal and financial affairs in an ethical manner so as to avoid actual or 

perceived conflict between personal interests and the interests of the Association. All persons subject to 

this policy are expected to communicate professionally when carrying out Association business. The 

Association is subject to the Public Information Act, under which any member of the public may request 

records from the Association.  This may include but is not limited to, emails, instant messages, 

handwritten notes, and electronic documents.    
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It is the policy of the Association that no person subject to this Policy shall permit their private interests to 

conflict with the proper execution of any of their Association duties and responsibilities; nor shall they use 

their position, or any knowledge gained therein, in such a manner as to give the appearance of such conflict. 

Conflicts of interest exist when the actions or activities of an individual subject to this Policy could result 

in improper personal gain or advantage to the individual or a family member, adverse effect upon the 

Association’s interests, or improper gain or advantage to a third party. 

 

2.1.1 Applying the Ethics Policy 

 
While this Policy discusses many important issues, it cannot describe all possible scenarios or 

contain every Association standard. The Association expects you to demonstrate ethical conduct 

in following both the explicit standards and the general principles of this Policy. 

 

Read the Policy carefully and understand how it applies to you. Situations involving business ethics 

can be complex. When determining whether a course of action is ethical, you should consider the 

following questions: 

 

• Is it legal? 

• Does it comply with the Association’s Ethics Policy and other Association policies? 

• Is it consistent with the Association’s Mission, Vision, Values and Goals? 

• How will it affect others, such as the Association, policyholders, coworkers, and the citizens of 
Texas? 

• How will it look to others? 

• Would you be comfortable defending this decision to your manager; conversely, would 

you, as a manager, agree with your employee defending this decision to you? 

• Would you be comfortable defending the decision in a public forum, such as in front of a 

judge, the media, or a legislator? 

• Is it the right thing to do? 

 
Ask, Then Act 

 
If you are uncertain about whether an action or decision is ethical, always ask before acting. The 

Association offers several ways to seek advice regarding ethical issues, including discussing the 

issue with your supervisor, a Compliance representative, a Human Resources representative, by 

sending an email to Compliance@twia.org or opening a KACE ticket for Legal / Compliance . 

 

 

 

mailto:Compliance@twia.org%20or%20opening%20a%20KACE%20ticket%20for%20Legal%20/%20Compliance%20.
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2.2 Standards of Ethical Conduct 

Individuals subject to this Policy are expected to act fairly, impartially, and in the Association’s best 

interest in carrying out their job duties. In order to uphold the Association’s high standards of ethics, 

individuals subject to this Policy must avoid certain behaviors. Prohibiting these behaviors helps the 

Association avoid both actual conflicts of interest and perceived improprieties. 

 

Individuals subject to this Policy shall not: 

 
1. accept or solicit any gift, favor, or service that the person knows is intended to or could, by 

reasonable standards influence the person in the performance or nonperformance of their job 

duties  

2. accept other employment or engage in any activity that the person might reasonably expect 

would require or induce the person to disclose confidential information the person gained 

through their responsibilities or position within the Association; 

3. accept other employment or compensation that could reasonably be expected to impair the 

person’s independent judgment in the performance of their job; 

4. make personal investments that could reasonably be expected to create a substantial conflict 

between the person’s private interest and the interest of the Association; 

5. intentionally or knowingly solicit, accept, or agree to accept any benefit, financial or otherwise, 

for exercising the person’s authority or performing the person’s job duties in favor of another; or, 

6. own personally or by or through a family member any interest in a business that provides services 

for compensation to either Association, unless that ownership is limited to common stock 

available to any member of the public for purchase or the ownership is disclosed, and any 

deviation of this Policy is waived pursuant to the “Deviation from this Policy” section. 

 

Conflicts of Interest 
 

3.1 Background 

All persons subject to this Policy must avoid situations that involve, or appear to involve, a conflict of 

interest. A conflict of interest exists when a person’s relationships or interests outside of the Association 

affect or could reasonably be expected to affect that person’s business decisions, job performance, or the 

Association’s interests. 
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3.2 Prohibited Relationships 

As detailed in Texas Insurance Code, Section 2210.013, the Association has strict prohibitions against 

employing persons who are related to each other. Individuals subject to this Policy may not appoint, employ, 

or contract with any person who is related to themselves or any other board member or employee in 

connection with the operation or business of either Association. See Appendix D for more details. 

 

3.3 Required Relationship Disclosures 

One way we demonstrate our integrity is by maintaining an awareness of Association representatives’ 

relationships with other stakeholders. We can then ensure that we uphold appropriate levels of 

accountability, impartiality, and fairness. To that end, individuals subject to this Policy must annually 

disclose the relationships described below by completing the Required Relationship Disclosure Form 

(Appendix B) and submitting the form to the Compliance Department. Examples of potential conflicts of 

interest could include: 

• Having a relative who works for one of our vendors. 

• Having a relative or previous employer who is an insurance agent who writes TWIA/TFPA policies. 

• Having a financial interest in a company that is a vendor of the Association. 

• Having a previous employer who is one of our vendors. 

 

3.3.1 At the Time of Appointment or Onboarding 

 
At the time an individual subject to this Policy is employed, appointed as a board member, or engaged 

by the Association, they must disclose the following: 

 

1. any previous, current, or future business or personal relationship between themself and any 

third party which has, had, or may have a financial interest in the operations of the 

Association; 

 

2. any business relationship or transaction the Association has, had, or may have with a third 

party if the employee, board member, contractor or a family member: 

 

a. has, had, or may have a direct or indirect interest; and/or 

 
b. derived or may derive a benefit; 
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3. any business relationship or proposed transaction with any business that employs a family 

member, if the relationship or transaction may give rise to an actual or perceived conflict of 

interest; or 

 

4. if an individual subject to this Policy, or an immediate family member is a TWIA or TFPA 

policyholder. 

 

3.3.2 Ongoing Responsibility 

 
Since relationships form and change over time, any individual subject to this Policy is required to 

disclose the existence of any of the relationships described in the section above as soon as the 

individual becomes aware of the relationship. At minimum, all individuals subject to this Policy must 

complete the Required Relationship Disclosure Form (Appendix B) and submit the form to the 

Compliance Department annually. 

 

3.4 Review of Relationship Disclosures 
The Compliance Department will review all required disclosures provided under this Policy, assess any 

actual or potential conflict of interest and the magnitude of any risk to the Association and determine 

what conditions and restrictions, if any, should be imposed by the Association to manage, reduce, or 

eliminate the conflict of interest. The existence and disclosure of a relationship does not mean further 

action will be required by the Association. 

 

The Compliance Department may, in its discretion, escalate disclosures that warrant further review to the 

Vice President of Legal and Compliance who may consult with other members of the Executive Leadership 

Team, including the General Manager. The Compliance Department and appropriate members of the 

Executive Leadership Team shall evaluate the conflict to determine an appropriate course of action. 

 

Such actions may include but are not limited to: determining that no further action is required seeking an 

exception; requiring that the conflict be eliminated; or reassigning or terminating individuals if the conflict 

cannot be otherwise resolved. Any decision by the Compliance Department and members of the Executive 

Leadership Team regarding a disclosure of a conflict of interest will be documented and maintained as a 

permanent record by the Compliance Department. 

 

3.5 Outside Employment 

No individual subject to this Policy shall engage in outside employment or business ventures that interfere 

or conflict with their duties and/or obligations to the Association. 
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3.6 Gifts 

                               3.6.1 Background 
The Association strives to operate transparently and to engage third parties using unbiased, 

independent decision making. Any form of bribe, kickback, or other benefit offering an unfair 

advantage is unacceptable. Some third parties may try to use gifts, services, entertainment, favors, 

mementos, awards, food, or other items of value (“gifts”) to encourage employees and board 

members to engage in or continue business with the third party. In order to foster a culture of 

accountability and fairness as it relates to third parties, this Policy limits the value and number of 

gifts that individuals subject to this Policy may accept and requires the individuals to disclose offers 

and acceptances of gifts. 

 

3.6.2 Acceptable Gifts and Prohibited Gifts 
Individuals subject to this Policy may accept non-cash items of $50 or less in value, not to exceed 

$250 per third party vendor, per calendar year, per recipient. Any offer of any benefit exceeding 

$50 shall be rejected. 

 

Individuals subject to this Policy shall not accept, in any amount, a gift in the form of cash, 

check, loan, gift card, or negotiable instrument. 

For Example: 

A vendor sends you a $10 gift certificate.  Although the value is under $50, the gift is a 

cash equivalent and must be declined and returned to the vendor.  The declination must 

be reported to the Compliance Department. 

 

A policyholder sends you a $30 box of cookies.  The value is under $50 and the gift is not 

a cash equivalent so it may be accepted.  The acceptance must be reported to the 

Compliance Department. 

 

The Compliance Department can assist with drafting a letter or email explaining the 

Association policy on gifts. 

 

3.6.3 Disclosing Gifts 

 
An individual subject to this Policy must disclose the following to the Compliance Department 

using the Gift Disclosure Form (Appendix C): 
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1. the acceptance of any gift with value of $50 or less; and 

2. the rejection of a gift that exceeds $50 or that the individual is otherwise prohibited from 

accepting. 

 

These disclosures must be made within 30 days of the action described in this section. Disclosures 

may be submitted electronically to the Compliance Department who maintain a record of all 

disclosure forms. 

 

3.6.4 Exceptions 
  An individual subject to this Policy may accept gifts in the following scenarios: 

 
Business Courtesies. Individuals subject to this Policy may accept items of business courtesy, 

i.e., items with little intrinsic value which are intended solely for presentation or advertisement, 

such as pens, plaques, certificates, trophies, greeting cards, and small promotional items commonly 

distributed to the general public. These items are exempted from the reporting requirement in this 

section, so long as they are: 

 

• of nominal value; 

• offered to all who are similarly situated (e.g., all conference attendees or all employees 
on a team) 

• not tied to any expectations for reciprocal gifts or favors of any kind; 

• offered infrequently; and 

• not always offered to or by the same person or organization.  

Individuals subject to this Policy do not need to disclose acceptance of gifts that fall under the 
above exception. 

Conferences and Other Business Events. Notwithstanding the dollar amount threshold 

described above, individuals subject to this Policy may accept the waiver or reduction of fees 

associated with attendance at a conference, seminar, training, or other business event, including 

any meals and expenses that would otherwise be included in the registration fee itself and available 

to all event attendees, if: (1) attendance is of reasonable business benefit to the Association; (2) 

the individual’s manager provides written preapproval to attend the event; and (3) acceptance of 

the waiver and attendance at the event is otherwise in accordance with this Ethics Policy, the 

Training Policy, and the Travel and Travel Expense Reimbursement Policy. 

 

Independent Relationships. Individuals subject to this Policy may accept a benefit from a person 

with whom they have a relationship independent of their employment status, such as a friend or 

relative, if the benefit is given on account of that independent relationship rather than any 
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employment status with the Association.  These instances do not need to be reported to the 

Compliance Department. 

 

Additional Exceptions. There may be additional circumstances in which acceptance of a gift 

from a third party is of reasonable business benefit to the Association and does not involve undue 

risk of fraud, partiality, or improper advantage. Any such circumstance must be evaluated and 

approved in writing in advance by the General Manager. If the General Manager seeks approval of 

such a benefit, the request will be evaluated by the Vice President of Legal and Compliance. Any 

decision regarding an exception to this section will be documented and maintained as a permanent 

record by the Compliance Department. Exceptions approved for the General Manager will be 

reported to the TWIA Board of Directors and/or the TFPA Governing Committee, as applicable, 

within 30 days of approval. 

 

3.6.5 Application to Family Members 

 
Any offers or provision of gifts to an immediate family member of an individual subject to this Policy 

will be construed as offering or providing an item directly to the individual covered by this Policy. 

The covered individual must report any offer to provide a gift to an immediate family member in 

the same manner as if the individual had received the offer themself. 

 

3.7 Self-Dealing 

An individual subject to this Policy may not enter into the following business dealings: 

 
1. Representing the Association in any activity requiring his or her judgment or discretion that 

affects a person or entity with which they have a material family, financial, or other relationship; 

 

2. Representing another company or person in a transaction with the Association; or, 
 

3. Using Association property, corporate time, or confidential information for personal gain. For 

example, an employee who is using Association resources or time to operate a side business.   

 

3.8 Reporting Improper Activity 

3.8.1 Required Reporting 

 
All individuals subject to this Policy who reasonably suspect that a fraudulent insurance act has 

been or is about to be committed by an employee, board member, vendor, insured or third party 

must, within 30 days of discovering the conduct, report the conduct and identity of the person  
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engaging in the conduct to the Texas Department of Insurance and may report the conduct and the 

identity of the person engaging in the conduct to other relevant  authorized governmental 

agencies. 

 

3.8.2 Reporting Resources 

 
For any questions on fraud reporting, please contact the Compliance Department, refer to the 

Association Fraud Reporting Procedures available on the Employee Reference Drive, and refer to 

the Association Suspected Insurance Fraud Referral Form and accompanying Comprehensive Fraud 

Reporting guidelines. 

 

In addition, if any individual subject to this Policy at any time believes that they, or any other 

Association officer, employee, contractor, or board member, might be engaged in improper activities, 

the individual must immediately report the activities to the Compliance Department, their 

manager, the Vice President of Human Resources and Administration or the General Manager. 

Improper activities include but are not limited to: removing or copying business records without 

express approval; possible criminal activity; improper use of Association equipment or other 

resources; or any violations of Association policies. 

 

Anyone who does not want to report the activities to the Compliance Department, their manager, 

the Vice President of Human Resources and Administration, or the General Manager may instead 

anonymously disclose any improper activities described by this Policy through the Association’s 

Whistleblower Resources (see Appendix E). 
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Compliance with Other Laws and Regulations 
 

Every individual subject to this Policy is required to comply with all applicable laws and regulations when 

conducting any Association business. Any questions about the legality of an existing or anticipated course 

of action shall be brought to the Vice President of Legal and Compliance or the Compliance Department. 

This section does not attempt to address all conduct that may constitute a violation of law, but in no event 

shall any individual subject to this Policy: 

 

1. Steal, embezzle, or misapply funds or assets of the Association, or their customers or vendors; 

2. Obtain unauthorized access to policyholder records or confidential information; 

3. Improperly disclose policyholder records or confidential information; 

4. Make false reports to government officials or regulatory agencies; 

5. Assist criminals to avoid detection, capture, or punishment, knowing that a criminal offense has 

been committed; 

6. Engage or abet in any criminal activity, including insurance fraud; 

7. Gain unauthorized access to the Association’s information or computer systems; 

8. Fraudulently request, obtain, disclose, or cause to be disclosed any customer information to a 

third party for any purpose not permitted by law or Association policy; 

9. Use threats or physical force against another person; or 

10. Engage in any form of harassment or unfair discrimination. 
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Annual Statement of Compliance 
 

All individuals subject to this Policy shall review the Ethics Policy and electronically acknowledge their 

responsibility to abide by its terms upon onboarding and annually thereafter. Individuals unable to 

acknowledge the Policy electronically must email the Annual Certification (Appendix A) to the Compliance 

Department. All individuals subject to this Policy shall also complete the Required Relationship Disclosure 

Form (Appendix B) and submit the form to the Compliance Department annually. 

 

 

Deviation from this Policy 
 

The requirements of this Policy may only be waived by a majority vote by the TWIA Board of Directors, 

the TFPA Governing Committee, or either Associations’ Executive Committee. This action should be 

documented with the applicable reason or basis for deviation from this Policy and placed within the 

minutes for that meeting. This Policy may only be amended in accordance with the procedures outlined 

in the Association’s Policy Management Protocol. 
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Appendix A 

 

Annual Certification 
 

Authority. The Ethics Policy has been approved by the General Manager, Texas Windstorm 

Insurance Association Board of Directors, and Texas FAIR Plan Association Governing Committee. 

Summary. The Policy requires board members, employees and contractors to act with integrity 

and good judgment, avoid conflicts of interest, and adhere to both the explicit standards and general 

principles of the Policy. The Policy also requires the disclosure of certain relationships and the offer or 

acceptance of certain gifts. These standards and disclosures are in line with our core values of 

accountability and integrity and allow us to execute our vision to be respected and trusted by our 

stakeholders. 

Reporting Misconduct. If any individual subject to this Policy believes at any time that someone 

might be engaged in prohibited activities described in the Policy, the employee or board member must 

immediately report the activities to the Compliance Department or authorized governmental agency as 

appropriate under fraud reporting requirements. Alternatively, a person can report the activities through 

the Association’s Whistleblower Resources (see Appendix E). 

 

 

Certification 

I have read the Association Ethics Policy and agree to abide by its terms. By my signature below, 

I certify that I know of no circumstance or conduct, whether involving me or any other board 

member, employee, or contractor that violates the Ethics Policy or that is required by the Ethics 

Policy to be reported. I certify that I have disclosed all business and personal relationships 

requiring such disclosure by this Ethics Policy. 

 
 
 
 

Signature Printed Name 
 

 

Date Department 
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Annual Relationship Disclosure  
 

The Association Ethics Policy requires the disclosure of certain relationships. This disclosure is required at 
the time of onboarding and annually thereafter.  This disclosure should be updated when you become 
aware of any relationship requiring disclosure. At minimum, all individuals subject to this Policy must 
complete this form and submit the form to the Compliance Department annually. 

Please read the list below and confirm whether you have relationships to disclose: 

1. any previous, current, or future business or personal relationship between you or any member of 

your family and any third party who has, had, or may have a financial interest in the operations of 

the Association; 

2. any business relationship or proposed transaction the Association has, had, or may have with a 

third party in which or from which you or a family member: 

a. has, had, or may have a direct or indirect interest; and/or 

b. derived or may derive a benefit; and 

3. any business relationship or proposed transaction with any business where a family member is 
employed, if the relationship or transaction may give rise to an actual or perceived conflict of 
interest. 

4. if you, or an immediate family member is a TWIA or TFPA policyholder 

                 

 If you have no relationships to disclose, please sign below: 

 
By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I am not aware of any conflict or potential conflict covered by the Policy that is not disclosed on this form or its 
attachments. 
 
 

Signature Printed Name 
 
 

 

Date Department 
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Annual Relationship Disclosure  

 
If you have relationships to disclose, please provide the information below: 

 

Entity or Individual Name Nature of Relationship (Personal, Business, 

Previous Employer, Policy Number) 

  

 

 

  

 

 

  

 

 

  

 

 

If you have additional information to disclose, please attach a separate sheet of paper to this document 

with that information.  

 

By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I am not aware of any additional conflict or potential conflict covered by the Policy that is not disclosed on this 
form or its attachments. 
 

 
 

Signature Printed Name 
 

 

 

Date Department 
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Annual Relationship Disclosure  
 
 

If you have previously made a relationship disclosure and have no changes to make, please read and sign below: 
 
 

By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I have reviewed my previous relationship disclosures and I have no other conflicts or potential conflicts covered by 
the Policy.  

 
 

 

                Signature Printed Name 
 

 

 

Date Department 
 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix C 

Pg 19 Ethics Policy Effective: 11/11/16 

 

 

 

Gift Disclosure Form 
 

Return completed forms to the Compliance Department in person or via Compliance@twia.org. 
 
 

Association Employee Name:    
 

Date:    
 

Accepting Gifts of $50 or Less 

Gift (services, entertainment, favors, mementos, awards, food, or other items of value) of $50 or less in 

value, not to exceed $250 per vendor per calendar year per recipient, may be accepted and must be 

disclosed. Note that gifts of $50 or less in value that are rejected do not need to be disclosed. 

 

Date:    

Gift Description:    

Approximate Value:          

Name of Individual(s) Providing Gift:      

Entity Associated with Individual(s):      

 

Rejecting and Disclosing Gifts Exceeding $50 or of Monetary Value 

Gifts of more than $50 must be rejected; additionally, the following must be rejected and disclosed: any 

gifts presented to you that are more than $50 in value, and any gift of any value in the form  of cash, 

checks, loans, gift cards or negotiable instruments. 

Date:    

Gift Description:    

Approximate Value:                                                                                                                                                       

Name of Individual(s) Offering Gift:        

Entity Associated with Individual(s):      

mailto:Compliance@twia.org
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Prohibited Relationships 
 

As described in the Ethics Policy, the Association generally cannot employ relatives. Board members and 

employees must not appoint, employ, or contract with any person who is related to themselves or any 

other board member or employee in connection with the operation or business of either Association, if 

the person is to be directly or indirectly compensated from funds of either Association, and if the 

relationship is within the degree described by Section 573.002, Government Code. 

 

While the prohibited relationships are described in further detail below, generally, the Association cannot 

appoint, employ, or contract with the following relatives of individuals subject to this policy: parents, 

grandparents, aunts, great aunts, uncles, great uncles, first or second cousins, nieces, nephews, grand 

nieces, or grand nephews. This applies to relatives by blood, adoption, and marriage. 

 

The degrees of relationship described by Section 573.002 are those within the third degree by 

consanguinity or within the second degree by affinity. 

 

Two individuals are related to each other by consanguinity if: 

 
1. one is a descendant of the other; or 

2. they share a common ancestor. 

 
An adopted child is considered to be a child of the adoptive parent for this purpose. 

Two individuals are related to each other by affinity if: 

1. they are married to each other; or 

2. the spouse of one of the individuals is related by consanguinity to the other individual. 

 
The ending of a marriage by divorce or the death of a spouse ends relationships by affinity created by that 

marriage unless a child of that marriage is living, in which case the marriage is considered to continue as 

long as a child of that marriage lives. 
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Consanguinity and Affinity Relationship Chart2 

 
Officer or Employee 

Consanguinity 

(Includes individuals related by blood 

to the Officer or Employee) 

Affinity 

(Includes the Officer’s or Employee’s Spouse and 

individuals related to the Spouse) 

First 

Degree 

Second 

Degree 
Third Degree First Degree Second Degree Third Degree 

Father or 

Mother 
Grandparents 

Great 

Grandparents 
Spouse Grandparents Great Grandparents 

Son or 

Daughter 

(& 

Spouse) 

 
Grandchildren 

(& Spouse) 

Great 

Grandchildren 

(& Spouse) 

 
Father or 

Mother 

 

Grandchildren 

 

Great Grandchildren 

 
Uncle or Aunt 

(& Spouse) 

Great Uncle or 

Aunt 

(& Spouse) 

Son or 

Daughter 

 
Uncle or Aunt 

 
Great Uncle or Aunt 

  
First Cousin 

(& Spouse) 

Children of 

Great Uncle or 

Aunt 

(& Spouse) 

  

First Cousin 

 
Children of Great 

Uncle or Aunt 

 Nephew or 

Niece 

(& Spouse) 

Second Cousin 

(& Spouse) 

  
Nephew or Niece 

 
Second Cousin 

 Brother or 

Sister 

(& Spouse) 

Children of 

First Cousin 

(& Spouse) 

  
Brother or Sister 

 

Children of First 

Cousin 

  Grand Nephew 

or Niece 

(& Spouse) 

  
Grand Nephew or 

Niece 

 
 
 

 
 

 
2 Source – Texas State, Finance and Support Services Division, Human Resources. 
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A board member or employee is the starting point from which all degrees of relationship are calculated. 

 
Under the Degrees of Consanguinity, where Spouse is indicated, the relationship of the spouse is in the 

same degree as that of the person related by consanguinity, but the spouse is related only by affinity. 

 

Although the same statutory language does not exist for TFPA under Chapter 2211, these standards will 

be applied in any TFPA operations or procedures. 

 

Any employee who violates these requirements is subject to termination by TWIA or TFPA. In addition, a 

person who violates these requirements may be subject to any applicable civil or criminal penalty if the 

violation also constitutes a violation of any statute or rule. Any board member or governing committee 

member who violates these requirements will be reported to the Commissioner of Insurance and may be 

subject to removal by the Commissioner of Insurance pursuant to Chapters 2210 and 2211, Texas 

Insurance Code as applicable. 
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Appendix E 

 

Whistleblower Resources  
 

All board members and employees, including interns and part time, temporary and contract employees 

can anonymously report ethics and compliance related concerns. 

 

First and foremost, the Association encourages you to speak to your manager when you encounter a 

problem or circumstance that requires intervention in order to reach a resolution. However, if an incident 

or situation arises that you feel you cannot report to your supervisor, Compliance Department, or Human 

Resources Department, an external system is provided to give an alternative reporting source. 

 

Please note that the information provided by you may be the basis of an internal and/or external 

investigation and your anonymity will be protected to the extent possible by law. Reports are submitted 

by our service provider, Lighthouse Services, to the Association’s designee for investigation according to 

our company policies. While your identity may become known during the course of the investigation 

because of the information you have provided, the Association will not tolerate retaliation against good 

faith reporters. 

 

Lighthouse Services’ toll-free number and other methods of reporting are available 24 hours a day, 7 days 

a week for use by employees and staff. 

 

• Telephone: English: (877) 472-2110 

Spanish: (800) 216-1288 

• Website: Lighthouse Homepage: www.lighthouse-services.com/TWIA 

(Click “Submit Incident Report”) 

• E-mail: reports@lighthouse-services.com (must include company name with report) 

• Fax: (215) 689-3885 (must include company name with report) 

 

 

 

 

 

 

 

 
 

https://www.lighthouse-services.com/_StandardCustomURL/LHILandingPage.asp
mailto:reports@lighthouse-services.com
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Our Mission 

To Pprovideing essential wind and hail property insurance to coastal Texansproducts and 

services for to eligible Texas properties when no one else will. 

 

Our Vision 

To be respected and trusted by our stakeholders 

 

Our Values 

Service & Respect 

We are committed to serving as a reliable, credible, and respectful provider Provide quality 

service to our policyholders and respect the interests of a broad spectrum of stakeholders 

 

Stability & Efficiency & Stability 

We are financially stable and can be counted on to fulfill our obligations Be good stewards of the public 
trust by ensuring financial stability and operating efficiently 

 
Accountability & Integrity & Accountability 

We are an ethical organization that is accountable to those we serve Be accountable for 

performance and operate with integrity by holding ourselves to a high standard of ethics 

 

Our Goals 

1. Secure sufficient funding to pay claims and other financial obligations 

2. Drive operational efficiency throughout the enterprise 

3. Build a collaborative culture of continuous improvement, service, and accountability 

4. Operate transparently through open consistent communication with stakeholders 

5. Maintain a workforce with the right talent to meet organizational needs Attract, develop, and retain 
talented people 

 
  Customer Service 
  Enhance the policyholder experience by providing consistent quality service. 
 
  Operational Efficiency 

Continuously improve operations to proactively manage costs and be a financial steward of policyholders’ 
premiums. 
 
People 
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Promote a culture that values people and attracts those who want to work here, stay here, grow here, and 
perform at their best.  
 
Stakeholder Engagement 
Communicate clearly and honestly to help stakeholders make informed decisions. 
 
Technology 
Maximize the use of technology to provide efficient and effective insurance services, improve operational 
efficiency and enhance customer experience. 
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Introduction 
 

1.1 Background 

The Texas Windstorm Insurance Association (TWIA) and Texas FAIR Plan Association (TFPA) (the 

“AssociationsAssociation”) are insurance organizations providing essential property insurance products 

and services for to eligible Texas properties when no one else will. In accomplishing this mission, we share 

a vision to be respected and trusted by our stakeholders. As stewards of the public trust, we adhere to 

our core values of accountability and integrity and accountability, holding ourselves to a high standard of 

ethics as outlined in this Ethics Policy (the “Policy”). 

 

1.2 Applicability 

This Policy applies to all members individuals serving on the TWIA Board of Directors, or the TFPA 

Governing Committee (together, “board members”) and all Association employees and contractors. 

Collectively, this group shall be known as “individuals subject to this Policy” or “Association staff.” 

 

1.3 Noncompliance 

All individuals subject to this PolicyAssociation employees  who fail to comply with this Policy will be 

subject to disciplinary actione, up to and including termination of employment, or contract, or board  or 

position. In addition, depending on the nature of the policy violation, an employee may be subject to civil 

and/or criminal penalties. Board member violations of this Policy will be reported to the Commissioner of 

Insurance. 

 

Ethical Conduct 
 

2.1 Policy Statement 

All individuals subject to this Policy Association staff are expected to shall act with integrity and exercise 

good judgment at all times. This includes conducting personal and financial affairs in an ethical manner so 

as to avoid actual or perceived conflict between personal interests and the interests of the 

AssociationsAssociation. ;, see the Association’s Social Media Policy 

All persons subject to this policy are expected to communicate professionally when carrying out 

Association business. The Association is subject to the Public Information Act, under which any member 

of the public may request records from the Association.  This may include but is not limited to, emails, 
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instant messages, handwritten notes, and electronic documents.  All persons subject to this policy are 

expected to communicate professionally when carrying out Association business.   

 

 

 

It is the policy of the AssociationsAssociation that no person subject to this Policy board member nor 

employee of the Associations Association shall permit their private interests to conflict with the proper 

execution of any of their Association duties and responsibilities; nor shall they use their position, or any 

knowledge gained therein, in such a manner as to give the appearance of such conflict. Conflicts of interest 

may? exist when the actions or activities of an  
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individual subject to this Policy could result in improper personal gain or advantage to the individual or a 

family member, adverse effect upon the AssociationsAssociation’s’ interests, or improper gain or 

advantage to a third party. 

 

2.1.1 Applying the Ethics Policy 

 
While this Policy discusses many important issues, it cannot describe all possible scenarios or 

contain every Association standard. TWIA and TFPAThe Association expects you to demonstrate 

ethical conduct in following both the explicit standards and the general principles of this Policy. 

 

Read the Policy carefully and understand how it applies to you. Situations involving business ethics 

can be complex. When determining whether a course of action is ethical, you should consider the 

following questions: 

 

• Is it legal? 

• Does it comply with the AssociationsAssociation’s’ Ethics Policy and other Association policies? 

• Is it consistent with the Association’s Mmission, Vvision, Vvalues and Ggoals? 

• How will it affect others, such as the Association, policyholders, coworkersemployees, and the 
citizens of Texas? 

• How will it look to others? 

• Would you be comfortable defending this decision to your manager; conversely, would 

you, as a manager, agree with your employee defending this decision to you? 

• Would you be comfortable defending the decision in a public forum, such as in front of a 

judge, the media, or a legislator? 

• Is it the right thing to do? 

 
Ask, Then Act 

 
If you are uncertain about whether an action or decision is ethical, always ask before acting. The 

AssociationsAssociation offers several ways to seek advice regarding ethical issues, including 

discussing the issue with your supervisor, a Compliance representative, or a Human Resources 

representative,; or by sending an email to Compliance@twia.org or opening a KACE ticket for 

Legal / Compliance . 

 

 

 

2.2 Standards of Ethical Conduct 

You Individuals subject to this Policy are expected to act fairly, impartially, and in the 

mailto:Compliance@twia.org%20or%20opening%20a%20KACE%20ticket%20for%20Legal%20/%20Compliance%20.
mailto:Compliance@twia.org%20or%20opening%20a%20KACE%20ticket%20for%20Legal%20/%20Compliance%20.
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AssociationsAssociation’s best interest in carrying out their your job duties. In order to uphold the 

AssociationsAssociation’s high standards of ethics, individuals subject tocovered by  this Policy must avoid 

certain behaviors. Prohibiting these behaviors helps the AssociationsAssociation avoid both actual 

conflicts of interest and perceived improprieties. 
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Individuals subject to this Policy shall not: 

 
1. accept or solicit any gift, favor, or service that the person knows is intended to or could, by 

reasonableness standards, tend to influence the person in the performance or nonperformance 

of theirhis or her job duties and/or that the person knows or should know is being offered to 

influence the person’s actions; 

2. accept other employment or engage in any activity that the person might reasonably expect 

would require or induce the person to disclose confidential information the person gained 

through theirhis or her responsibilities or position within the Association; 

3. accept other employment or compensation that could reasonably be expected to impair the 

person’s independent judgment in the performance of theirhis or her job; 

4. make personal investments that could reasonably be expected to create a substantial conflict 

between the person’s private interest and the interest of the AssociationsAssociation; 

5. intentionally or knowingly solicit, accept, or agree to accept any benefit, financial or otherwise, 

for exercising the person’s authority or performing the person’s job duties in favor of another; or, 

6. own personally or by or through a family member any interest in a business that provides services 

for compensation to either Association, unless that ownership is limited to common stock 

available to any member of the public for purchase or the ownership is disclosed, and any 

deviation of this Policy is waived pursuant to the “Deviation from this Policy” section. 

 

Conflicts of Interest 
 

3.1 Background 

Employees and board membersAll persons subject to this Policy must avoid situations that involve, or 

appear to involve, a conflict of interest. A conflict of interest exists when a person’s relationships or 

interests outside of the Association affect or could reasonably be expected to affect that person’s business 

decisions, job performance, or the Association’s interests. 

 

 

 

3.2 Prohibited Relationships 

As detailed in Texas Insurance Code, ChapterSection 2210.013, tThe AssociationsAssociation hasve strict 

prohibitions against employing persons who are related to each other. Employees and Board members and 

employeesIndividuals subject to this Policy must may not appoint, employ, or contract with any person who 
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is related to themselves or any other board member or employee in connection with the operation or 

business of either Association. See Appendix D for more details. 
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3.3 Required Relationship Disclosures 

One way we demonstrate our integrity is by maintaining an awareness of Association staff’s 

representative’s’ relationships with other stakeholders. We can then ensure that we uphold appropriate 

levels of accountability, impartiality, and fairness. To that end, individuals subject to this Policy must 

annually disclose the relationships described below by completing the Required Relationship Disclosure 

Form (Appendix B) and submitting the form to the Compliance Department. Examples of potential 

conflicts of interest could include: 

• Having a relative who works for one of our vendors. 

• Having a relative or previous employer who is an insurance agent who writes TWIA/TFPA policies. 

• Having a financial interest in a company that is a vendor of the Association. 

• Having a previous employer who is one of our vendors. 

 

3.3.1 At the Time of Appointment or Onboarding 

 
At the time an individual subject to this Policy is employed, appointed as a board member,  or 

employedor engaged by the AssociationsAssociation, theyhe or she must disclose the following 

relationships: 

 

1. any previous, current, or future business or personal relationship between themself employee 

or board member and any third party which has, had, or may have a financial interest in the 

operations of the AssociationsAssociation; 

 

2. any business relationship or proposed transaction the Association has, had, or may have with 

a third party in whichif or from which  the employee, or  board member, contractor or a family 

member thereof: 

 

a. has, had, or may have a direct or indirect interest; and/or 

 
b. derived or may derive a benefit; and 

 
 
b.  

 
3. any business relationship or proposed transaction with any business where that employs a 

family member is employed, if the relationship or transaction may give rise to an actual or 

perceived conflict of interest; or. 

3.  
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4. iIf tan individual subject to this Policyhey, or an immediate family member areis a TWIA or 

TFPA policyholder. 

 

Examples of potential conflicts of interest could include: 

 Having a friend or relative who works for one of our vendors. 

 Having a friend, relative , or previous employer who is an insurance agent who writes TWIA/TFPA 

policies. 

 Having a financial interest in a company that is a vendor of the Associations do business with. 

 Having a A previous employer who is being one of our vendors. 

 

 
 
4.  

 

3.3.2 Ongoing Responsibility 

 
Since relationships form and change over time, any individual subject to this Policy is required to 

disclose the existence of any of the relationships described in the section above as soon as the 

individual becomes aware of the relationship. At minimum, all individuals subject to this Policy must 

complete the Required Relationship Disclosure Form (Appendix B) and submit the form to the 

Compliance Department annually. 

 

3.4 Review of Relationship Disclosures 

The Compliance Department will review all required disclosures provided under this Policy, assess any 

actual or potential conflict of interest and the magnitude of any risk to the Association, and determine  
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what conditions and restrictions, if any, should be imposed by the Association to manage, reduce, or 

eliminate the conflict of interest. The existence and disclosure of a relationship described above does not 

mean further action will be required by the AssociationsAssociation. 

 

The Compliance Department may, in its discretion, escalate disclosures that warrant further review to the 

Conflict of Interest Committee disclosuresVice President of Legal and Compliance who may consult with 

other members of the Executive Leadership Team, including the General Manager which warrant further 

review. The Conflict of Interest Committee will consist of the General Manager, the Vice President of Legal 

and Compliance, the Chief Financial Officer, the Compliance Manager, and the Director of Human 

Resources. The Committee Compliance Department and applicableappropriate members of the Executive 

Leadership shallTeam shall evaluate the conflict to determine an appropriate course of action. 

 

Such actions may include, but are not limited to: determining that no further action is required; or seeking 

an exception or deviation as outlined in this Policy; requiring that the conflict be eliminated; or reassigning 

or terminating individuals if the conflict cannot be otherwise resolved. Any decision by the Committee the 

Compliance Department and members of the Executive Leadership Team regarding a disclosure of a 

conflict of interest will be documented and maintained as a permanent record by the Compliance 

Department. 

 

3.5 Outside Employment 

No individual subject to this Policy shall engage in outside employment or business ventures that 

interferes or conflicts with theirhis or her duties and/or obligations to the AssociationsAssociation. 

 

 

 

3.6 Gifts 

                               3.6.1 Background 

 
The AssociationsAssociation strives to operate transparently and to engage third parties using 

unbiased, independent decision making. Any form of bribe, kickback, or other benefit offering an 

unfair advantage is unacceptable. Some third parties may try to use gifts, services, entertainment, 

favors, mementos, awards, food, or other items of value (“gifts”) to encourage employees and 

board members to engage in or continue business with the third party. In order to foster a culture 

of accountability and fairness as it relates to third parties, this Policy limits the value and 
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amountnumber of gifts that individuals subject to this Policy may accept, and requires the 

individuals to disclose certain offers and acceptances of gifts. 

 

3.6.2 Acceptable Gifts and Prohibited Gifts 
 
Individuals subject to this Policy may accept non-cash items of $50 or less in value, not to exceed 

$250 per third party vendor, per calendar year, per recipient. Any offer of any benefit exceeding 

$50 shall be rejected. 
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Individuals subject to this Policy shall not accept, in any amount, a gift in the form of cash, 

check, loan, gift card, or negotiable instrument. 

 

For Example: 

A vendor sends you a $10 gift certificate.  Although the value is under $50, the gift hasis 

a cash equivalent monetary value and must be declined and returned to the vendor.  The 

declination must be reported to the Compliance Department. 

 

A policyholder sends you a $30 box of cookies.  The value is under $50 and the gift doesis 

not a cash equivalent not have monetary value so it may be accepted.  The acceptance 

must be reported to the Compliance Department. 

 

 

The Compliance Department can assist with drafting a letter or email explaining the 

Associationour policy on gifts. 

 

3.6.3 Disclosing Gifts 

 
An individual subject to this Policy must disclose the following to the Compliance Department 

using the Gift Disclosure Form (Appendix C): 

 

1. the acceptance of any gift with of retail, resale, or monetary value of $50 or less; and 

2. the rejection of a gift physically presented to the individual that exceeds $50 or that the 

individual is otherwise prohibited from accepting. 

 

These disclosures must be made within 30 days of the action described in this section. Disclosures 

may be submitted electronicallyvia physical or electronic delivery t.o t The Compliance 

Department who maintain maintains a record of all disclosure forms. 

 

3.6.4 Exceptions 
  An individual subject to this Policy may accept gifts in the following scenarios: 

 
Business Courtesies. Individuals subject to this Policy may accept items of business courtesy, 

i.e., items with little intrinsic value which are intended solely for presentation or advertisement, 

such as pens, plaques, certificates, trophies, greeting cards, and small promotional items commonly 

distributed to the general public. These items are exempted from the reporting requirement in this 

section, so long as they are: 
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• of nominal value; 

• offered to all who are similarly situated (e.g., all conference attendees or all employees 
on a team); 

• not tied to any expectations for reciprocal gifts or favors of any kind; 

• offered infrequently; and 

• not always offered to or by the same person or organization. 1 

• Individuals subject to this Policy do not need to disclose acceptance of gifts that fall under 
the above exception. 

Conferences and Other Business Events. Notwithstanding the dollar amount threshold 

described above, individuals subject to this Policy may accept the waiver or reduction of fees 

associated with  
 

 
 
 
 
1 Parameters for acceptable business courtesies are based on those outlined by the Association of Corporate Counsel. 
See http://www.ethicsxchange.com/topic/84053-business-courtesies. 
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attendance at a conference, seminar, training, or other business event, including any meals and expenses that would 

otherwise be included in the registration fee itself and available to all event attendees, if: (1) attendance is of 

reasonable business benefit to the AssociationsAssociation; (2) the individual’s manager provides written 

preapproval to attend the event; and (3) acceptance of the waiver and attendance at the event is otherwise in 

accordance with this Ethics Policy, the Training Policy, and the Travel and Travel Expense Reimbursement Policy. 

 

 

 

 

Independent Relationships. Individuals subject to this Policy may accept a benefit from a person 

with whom they have a relationship independent of their employment status, such as a friend or 

relative, if the benefit is given on account of that independent relationship rather than any 

employment status with the AssociationsAssociation.  These instances do not need to be reported 

to the Compliance Department. 

 

Additional Exceptions. There may be additional circumstances in which acceptance of a gift 

from a third party is of reasonable business benefit to the AssociationsAssociation and does not 

involve undue risk of fraud, partiality, or improper advantage. Any such circumstance must be 

evaluated and approved in writing in advance by the General Manager. If the General Manager 

seeks approval of such a benefit, the request will be evaluated by the Vice President of Legal and 

Compliance., the Chief Financial Officer, the Compliance Manager, and the Director of Human 

Resources. Any decision regarding an exception to this Ssection will be documented and 

maintained as a permanent record by the Compliance Department. Exceptions approved for the 

General Manager will be reported to the TWIA Board of Directors and/or the TFPA Governing 

Committee, as applicable, within 30 days of approval. 

 

3.6.5 Application to Family Members 

 
Any offers or provision of gifts to an immediate family member of an individual subject to this Policy 

will be construed as offering or providing an item directly to the individual covered by this Policy. 

The covered individual must report any offer to provide a gift to an immediate family member in 

the same manner as if the individual had received the offer themself him- or herself. 

 

3.7 Self-Dealing 

An individual subject to this Policy may not enter into the following business dealings: 
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1. Representing TWIA/TFPAthe Association in any activity requiring his or her judgment or 

discretion that affects a person or entity with which theyhe or she haves a material family, 

financial, or other relationship; 

1.  

2. Representing another company or person in a transaction with TWIA/TFPAthe Association; or, 
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3. Using TWIA/TFPAAssociation property, corporate time, or confidential information for personal 

gain or other thing of value. For example, an employee who is using Association resources or 

time to operate a side business.   

 

3.8 Reporting Improper Activity 

3.8.1 Required Reporting 

 
All iIndividuals subject to this Policy who reasonably suspect that a fraudulent insurance act has 

been or is about to be committed by an employee, board member, vendor,  or insured or third 

party or employee of the association must, within 30 days of discovering the conduct, report the 

conduct and identity of the person  

 

engaging in the conduct to the Texas Department of Insurance and may report the conduct and the 

identity of the person engaging in the conduct to other relevant another authorized governmental 

agenciesy. 

 

3.8.2 Reporting Resources 

 
For any questions on fraud reporting, please contact the Compliance Department, refer to the 

AssociationsAssociation’ Fraud Reporting Procedures available on the Employee Reference Drive, 

and refer to the AssociationsAssociation’ Suspected Insurance Fraud Referral Form and 

accompanying Comprehensive Fraud Reporting guidelines. 

 

In addition, if any individual subject to this Policy at any time believes that theyhe or she, or any 

other Association officer, employee, contractor, or board member, employee, or contractor, might be 

engaged in improper activities, the individual must immediately report the activities to the 

Compliance Department, their manager, the Vice President of Human Resources and 

Administration or the General Manager . Improper activities include but are not limited to: 

removing or copying business records without express approval; possible criminal activity; 

improper use of Association equipment or other resources; or any violations of the 

AssociationsAssociation’ policies, including the Ethics, Confidentiality, and Harassment policies. 

 

Anyone who does not want to report the activities to the Compliance Department, theirhis or her 

manager, the Compliance Department, the Vice President ofDirector of Human Resources and 

Administration, or the General Manager may instead anonymously disclose any improper activities 

described by this Policy through the TWIA/TFPAAssociation’s Whistleblower Program rResources 

(see Appendix E). 
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Compliance with Other Laws and Regulations 
 

Every individual subject to this Policy is required to comply with all applicable laws and regulations whenin 

conducting any Association business. Any questions about the legality of an existing or anticipated course 

of action shall be brought to the Vice President of for Legal and Compliance or the Compliance 

Department. This sSection does not attempt to address all conduct that may constitute a violation of law, 

but in no event shall any individual subject to this Policy:board member or employee: 

 

1. Steal, embezzle, or misapply funds or assets of the AssociationsAssociation, or their customers or 
vendors; 

2. Obtain unauthorized access to policyholder records or confidential information; 

3. Improperly disclose policyholder records or confidential information; 

4. Make false reports to government officials or regulatory agencies; 

5. Assist criminals to avoid detection, capture, or punishment, knowing that a criminal offense has 

been committed; 

6. Engage or abet in any criminal activity, including insurance fraud; 

7. Gain unauthorized access to TWIA/TFPA’sthe Association’s information or computer systems; 

8. Fraudulently request, obtain, disclose, or cause to be disclosed any customer information to a 

third party for any purpose not permitted by law or Association policy; 

9. Use threats or physical force against another person; or 

10. Engage in any sexual form of harassment or unfair discrimination. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

10.  
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Annual Statement of Compliance 
 

All individuals subject to this Policy shall review andthe Ethics Policy and electronically acknowledge their 

responsibility to At least annually, an individual subject to this Policy shall certify, either via the Annual 

Certification included as Appendix A, or by its equivalent electronic means as prescribed by the 

Associations, that he or she has read the Ethics Policy and agrees to abide by its terms upon onboarding 

and annually thereafter. Individuals unable to acknowledge the Policy electronically must email the 

Annual Certification (Appendix A) to the Compliance Department. All individuals subject to this Policy shall 

also complete the Required Relationship Disclosure Form (Appendix B) and submit the form to the 

Compliance Department annually. 

subject to this Policy must deliver their certifications to the Compliance Department or provide complete 

disclosure to the Compliance Department of the reasons why they are unable to complete the 

certification. 

 

Deviation from this Policy 
 

The requirements of this Policy may only be waived by a majority vote by the TWIA Board of Directors, 

the TFPA Governing Committee, or either Associations’ Executive Committee. This action should be 

documented with the applicable reason or basis for deviation from this Policy and placed within the  
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minutes for that meeting. This Policy may only be amended in accordance with the procedures outlined 

in the AssociationsAssociation’s Policy Management Protocol. 
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Appendix A 

 

Annual Certification 
 

Authority. The Ethics Policy has been approved by the General Manager, Texas Windstorm 

Insurance Association Board of Directors, and Texas FAIR Plan Association Governing Committee. 

Summary. The Policy requires board members, and employees and contractors to act with 

integrity and good judgment, avoid conflicts of interest, and adhere to both the explicit standards and 

general principles of the Policy. The Policy also requires theboard members and employees to disclosure 

of certain relationships and the offer or acceptance of certain gifts. These standards and disclosures are 

in line with our core values of accountability and integrity,  and allow us to execute our vision to be 

respected and trusted by our stakeholders. 

Reporting Misconduct. If any individual subject to this Policy employee or board member believes 

at any time that someone might be engaged in prohibited activities described in the Policy, the employee 

or board member must immediately report the activities to the Compliance Department or authorized 

governmental agency as appropriate under fraud reporting requirements. Alternatively, a person can 

report the activities through the AssociationsAssociation’s’ Whistleblower Program rResources (see 

Appendix E). 

 

 

Certification 

I have read the AssociationsAssociation’ Ethics Policy and agree to abide by its terms. By my 

signature below, I certify that I know of no circumstance or conduct, whether involving me or 

any other board member,  or employee, or contractor that violates the Ethics Policy or that is 

required by the Ethics Policy to be reported. I certify that I have disclosed all business and 

personal relationships requiring such disclosure by this Ethics Policy. 

 
 
 
 

Signature Printed Name 
 

 

Date Department 
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AnnualRequired Relationship Disclosure Form 
 

The AssociationsAssociation’ Ethics Policy requires the disclosure of certain relationships. with third 
parties. This disclosure is required at the time of onboarding and annually thereafter.  This disclosure 
canshould be updated at any time and it you begin your employment, and it is your continuing 
responsibility to update this disclosure form during your employment if when you become aware of any 
relationship requiring disclosure. At minimum, all individuals subject to this Policy must complete this 
form and submit the form to the Compliance Department annually. 

Please read the list below and confirm whether you have relationships to disclose the following: 

1. any previous, current, or future business or personal relationship between you or any member of 

your family and any third party who has, had, or may have a financial interest in the operations of 

the AssociationsAssociation; 

2. any business relationship or proposed transaction the Association has, had, or may have with a 

third party in which or from which you or a family member: 

a. has, had, or may have a direct or indirect interest; and/or 

b. derived or may derive a benefit; and 

3. any business relationship or proposed transaction with any business where a family member is 
employed, if the relationship or transaction may give rise to an actual or perceived conflict of 
interest. 

4. if you, or an immediate family member is a TWIA or TFPA policyholder 

                 

 If you have no relationships to disclose, please sign below: 

 
By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I am not aware of any conflict or potential conflict covered by the Policy that is not disclosed on this form or its 
attachments. 
 
 

Signature Printed Name 
 
 

 

Date Department 
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Annual Relationship Disclosure  

 
If you do have relationships to disclose, please provide the information below: 

3.  
 

Entity or Individual Name Nature of Relationship (Business, Personal, Previous Employer) 
 

 

 

 

 

 

Entity or Individual Name Nature of Relationship (Personal, Business, 

Previous Employer, Policy Number) 

  

 

 

  

 

 

  

 

 

  

 

 

 

If you have additional information to disclose, please attach a separate sheet of paper to this document 

with that information. Let’s just create a supplemental form and have them use that. 
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By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I am not aware of any additional conflicts or potential conflicts covered by the Policy that is not disclosed on this 
form or its attachments. 
 

By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my acknowledgement of 
the Policy and its relationship disclosure requirements, and it constitutes my certification that I am not aware of any conflict or 
potential conflict covered by the Policy that is not disclosed on this form or its attachments. 

 
 

Signature Printed Name 
 

 

 

Date Department 
 
 

Annual Relationship Disclosure  
 
 

If you have previously made a relationship disclosure and have no changes to make, please read and sign below: 
 
 

By my signature below, I state that I have received and read the Ethics Policy. My signature below confirms my 
acknowledgement of the Policy and its relationship disclosure requirements, and it constitutes my certification that 
I have reviewed my previous relationship disclosures and I have no other additional conflicts or potential conflicts 
covered by the Policy.  

 
 

 

                Signature Printed Name 
 

 

 

Date Department 
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Gift Disclosure Form 
 

Return completed forms to the Compliance Department in person or via Compliance@twia.org. 
 
 

TWIA/TFPAAssociation Employee Name:    
 

Date:    
 

Accepting Gifts of $50 or Less 

Gift (services, entertainment, favors, mementos, awards, food, or other items of value) of $50 or less in 

value, not to exceed $250 per vendor per calendar year per recipient, may be accepted and must be 

disclosed. Note that gifts of $50 or less in value that are rejected do not need to be disclosed. 

 

Date:    

Gift Description:    

Approximate Value:          

Name of Individual(s) Providing Gift:      

Entity Associated wWith Individual(s):      

 

Rejecting and Disclosing Gifts Exceeding $50 or of Monetary Value 

Gifts of more than $50 must be rejected; additionally, the following must be rejected and disclosed: any 

gifts physically presented to you that are more than $50 in value, and any gift of any value in the form  of 

cash, checks, loans, gift cards or negotiable instruments. 

Date:    

Gift Description:    

Approximate Value:                                                                                                                                                       

Name of Individual(s) Offering Gift:        

Entity Associated wWith Individual(s):      

mailto:Compliance@twia.org


Appendix D 

Pg 30 Ethics Policy Effective: 11/11/16 

 

 

 

Prohibited Relationships 
 

As described in the Ethics Policy, the AssociationsAssociation generally cannot employ relatives. Board 

members and employees must not appoint, employ, or contract with any person who is related to 

themselves or any other board member or employee in connection with the operation or business of 

either AssociationsAssociation, if the person is to be directly or indirectly compensated from funds of 

either Association, and if the relationship is within the degree described by Section 573.002, Government 

Code. 

 

While the prohibited relationships are described in further detail below, generally, the 

AssociationsAssociation cannot appoint, employ, or contract with the following relatives of individuals 

subject to this policy: parents, grandparents, aunts, great aunts, uncles, great uncles, first or second 

cousins, nieces, nephews, grand nieces, or grand nephews. This applies to relatives by blood, adoption, 

and marriage. 

 

The degrees of relationship described by Section 573.002 are those within the third degree by 

consanguinity or within the second degree by affinity. 

 

Two individuals are related to each other by consanguinity if: 

 
1. one is a descendant of the other; or 

2. they share a common ancestor. 

 
An adopted child is considered to be a child of the adoptive parent for this purpose. 

Two individuals are related to each other by affinity if: 

1. they are married to each other; or 

2. the spouse of one of the individuals is related by consanguinity to the other individual. 

 
The ending of a marriage by divorce or the death of a spouse ends relationships by affinity created by that 

marriage unless a child of that marriage is living, in which case the marriage is considered to continue as 

long as a child of that marriage lives. 
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Consanguinity and Affinity Relationship Chart2 

 
Officer or Employee 

Consanguinity 

(Includes individuals related by blood 

to the Officer or Employee) 

Affinity 

(Includes the Officer’s or Employee’s Spouse and 

individuals related to the Spouse) 

First 

Degree 

Second 

Degree 
Third Degree First Degree Second Degree Third Degree 

Father or 

Mother 
Grandparents 

Great 

Grandparents 
Spouse Grandparents Great Grandparents 

Son or 

Daughter 

(& 

Spouse) 

 
Grandchildren 

(& Spouse) 

Great 

Grandchildren 

(& Spouse) 

 
Father or 

Mother 

 

Grandchildren 

 

Great Grandchildren 

 
Uncle or Aunt 

(& Spouse) 

Great Uncle or 

Aunt 

(& Spouse) 

Son or 

Daughter 

 
Uncle or Aunt 

 
Great Uncle or Aunt 

  
First Cousin 

(& Spouse) 

Children of 

Great Uncle or 

Aunt 

(& Spouse) 

  

First Cousin 

 
Children of Great 

Uncle or Aunt 

 Nephew or 

Niece 

(& Spouse) 

Second Cousin 

(& Spouse) 

  
Nephew or Niece 

 
Second Cousin 

 Brother or 

Sister 

(& Spouse) 

Children of 

First Cousin 

(& Spouse) 

  
Brother or Sister 

 

Children of First 

Cousin 

  Grand Nephew 

or Niece 

(& Spouse) 

  
Grand Nephew or 

Niece 

 
 
 

 
 

 
2 Source – Texas State, Finance and Support Services Division, Human Resources. 
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A board member or employee is the starting point from which all degrees of relationship are calculated. 

 
Under the Degrees of Consanguinity, where Spouse is indicated, the relationship of the spouse is in the 

same degree as that of the person related by consanguinity, but the spouse is related only by affinity. 

 

Although the same statutory language does not exist for TFPA under Chapter 2211, these standards will 

be applied in any TFPA operations or procedures. 

 

Any board member or employee who violates these requirements is subject to termination by TWIA or 

TFPA. In addition, a person who violates these requirements may be subject to any applicable civil or 

criminal penalty if the violation also constitutes a violation of any statute or rule. Any director or governing 

board member or governing committee member who violates these requirements will be reported to the 

Commissioner of Insurance and may be subject to removal by the Commissioner of Insurance pursuant to 

Chapters 2210 and 2211, Texas Insurance Code as applicable. 
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Appendix E 

 

Whistleblower ProgramResources  
 

All board members and employees, including interns and part time, temporary and contract employees 

can anonymously report ethics- and compliance -related concerns. 

 

First and foremost, the AssociationsAssociation encourages you to speak to your manager when you 

encounter a problem or circumstance that requires intervention in order to reach a resolution. However, 

if an incident or situation arises that you feel you cannot report to your supervisor, Compliance 

Department, or Human Resources Department, an external system is provided to give an alternative 

reporting source. 

 

Please note that the information provided by you may be the basis of an internal and/or external 

investigation into the issue you are reporting  and your anonymity will be protected to the extent possible 

by law. Reports are submitted by our service provider, Lighthouse Services, to the 

AssociationsAssociation’s designee for investigation according to our company policies. While your 

identity may become known during the course of the investigation because of the information you have 

provided, the AssociationsAssociation will not toleratehave a strict policy prohibiting retaliation against 

good faith reporters. 

 

Lighthouse Services’ toll- free number and other methods of reporting are available 24 hours a day, 7 days 

a week for use by employees and staff. 

 

• Telephone: English: (877) 472-2110 

Spanish: (800) 216-1288 

• Website: Lighthouse Homepage: www.lighthouse-services.com/TWIA 

(Click “Submit Incident Report”) 

• E-mail: reports@lighthouse-services.com (must include company name with report) 

• Fax: (215) 689-3885 (must include company name with report) 

 

 

 

 

 

 

 

https://www.lighthouse-services.com/_StandardCustomURL/LHILandingPage.asp
mailto:reports@lighthouse-services.com
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10C. Communications Update 



 

Q1 2021 TFPA Governing Committee Meeting: CLA Executive Summary  April 28, 2021 
 

MEMORANDUM 

DATE:   April 28, 2021       

TO:   TFPA Governing Committee 

FROM:   Jennifer Armstrong, Vice President, Communications & Legislative Affairs 

RE:   Communications & Legislative Affairs Operational Highlights  

I. Legislative & Regulatory Affairs 
a) The 87th Session of the Texas Legislature opened on January 12. Due to the ongoing COVID-

19 pandemic and the February winter storm, the Legislature and its committees met less 
frequently than usual in January and February. Following the winter storm, the Legislature 
returned to a more normal schedule and electrical grid reliability became a major focus for 
lawmakers in addition to the expected issues related to the pandemic. 

b) March 12 was the deadline for legislators to file bills in the current legislative session. There 
were two bills filed of interest to TFPA. 

i. House Bill 429 filed by Rep. Ken King, who represents a portion of the Texas Panhandle, 
proposes requiring TWIA to offer tornado and wildfire insurance statewide to those 
unable to obtain it in the private market. The bill had a hearing in the House Insurance 
Committee on April 13. Rep. King acknowledged the bill is unlikely to pass but provides 
the opportunity for an important discussion on what he sees as unfair treatment of the 
panhandle compared to the coast, which he believes receives subsidized insurance 
through TWIA. Members of the insurance industry testified against the bill. Among 
reasons cited for their opposition was a lack of clarity as to how this coverage would 
interact with already-existing TFPA coverage. 

ii. House Bill 3694 by Rep. Greg Bonnen (Galveston County) and Senate Bill 1448 by Sen. 
Larry Taylor (Galveston County) began as identical bills to extend the deadlines for 
submission of reports of interim studies by the Windstorm Insurance Legislative Funding 
and Funding Structure Oversight Board (to November 2022) and the Windstorm 
Insurance Legislative Oversight Board (to January 2023). This includes studying a merger 
of TWIA and TFPA. Sen. Taylor has amended his bill to move responsibility for the 
completion of the two studies to the Windstorm Insurance Legislative Oversight Board, 
and this version appears more likely to be enacted at this time. 

c) Most legislative and regulatory inquiries received during the first quarter, January 1 through 
March 31, 2021, were related to TWIA matters.  

d) We continue to provide recurring operational email updates to the Governing Committee, 
TDI, legislative staff, and coastal elected officials and stakeholders.  
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II. Winter Storm Uri Response 

a) Winter Storm Uri impacted almost the entire state in February and caused the Association to 
lose power and experience system outages for several days. In response, CLA provided email 
and website updates on the status of Association operations for our key stakeholders almost 
daily.  

b) As TFPA’s policies differ from traditional homeowners policies and do not provide coverage 
for certain types of water damage and damage attributable to freezing temperatures and 
snow, CLA sent an agent bulletin the week following the storm to remind them about TFPA’s 
coverages and give them post-storm recovery information and resources to provide to their 
clients impacted by the storm. 



13. Future Meetings 
August 2, 2021 – Webinar 

December 6, 2021 – Webinar 
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