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Texas Automobile Insurance Plan Association Governing Committee Meeting 

Friday, August 9, 2013 - 9:00 A.M. 
Marriot Austin South Hotel, 4415 South IH-35, Austin, Texas 78704 

Dress: Business Casual 
 
 

 
1. Call to Order 

  
2. Reading of the Anti-Trust Statement 

 
3. Review and Approval of the Minutes of the March 22, 2013 Meeting (Exhibit 1) 

 
4. Audit/Finance Committee Report 

A. Report on 2012 Audit (Exhibit 2) 
 

5. Manager’s Report 
A. Application Count Update (Exhibit 3)  
B. Financial Update (Exhibit 4) 
C. RFP Updates 
D. Application System Update 
E. Current Staffing 
F. Teleconference Options (Exhibits 5 and 6) 

 
6. Operations Subcommittee Report 

A. Over/Under Report (Exhibit 7) 
B. Recommendations Regarding 2013 Legislation Affecting TAIPA (Exhibits 8 and 9) 

 
7. Strategic Planning Subcommittee Report 

 
8. Report of Counsel  

A. Rate Filing Update 
 

9. Next Meeting: Friday, November 8, 2013 
 

10. Personnel Matters 
 

11. Update on ProAce 
 

12. Adjournment 
 
 
 
The Governing Committee may take action on any matter of business identified in this notice. Portions of the meeting will be 
conducted as a closed meeting, if permitted under Chapter 551, Government Code. 
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TAIPA GOVERNING COMMITTEE MEETING MINUTES 
MARCH 22, 2013 AT 9:00 AM 

OMNI AUSTIN HOTEL SOUTHPARK 
 
ATTENDEES: 
 
 MEMBERS:   

Mary Carol Awalt, Public Member 
Carol Berthold, GEICO 
Bill Brooks, Texas Farm Bureau Casualty 
George Cooper, State Farm 
Kevin Curry, Travelers 
Pete Hamel, Producer Member 
Melanie Hartwell, USAA (Alternate for Corise Morrison) 
Laura Hausman, Public Member 
Carmelita Hogan, Public Member 
Becky Jackson, Public Member 
Dick Lonquist, Public Member 
Pamela McQuaid, Liberty Mutual/Safeco 
Kit Morris, Producer Member 
Thomas Rolling, Farmers (Acted as Chair) 

 
 COUNSEL:  

Richard Geiger, Thompson, Coe, Cousins & Irons 
Michael Jones, Thompson, Coe, Cousins & Irons 
  

 TAIPA STAFF:   
  James Langford (Association Manager) 

Nicole Morgan (Minute Taker) 
Stacy Midkiff 

 
 OTHERS: 

Douglas Beck, Farmers 
Terry Fain, Public Member (Alternate) 
Leslie Hurley, TDI 
John Lusardi, Universal Casualty 
David Nardecchia, OPIC 

 
ITEM 1: CALL TO ORDER 
 

Thomas Rolling called the meeting to order at 9:01 AM.  
 

ITEM 2: READING OF ANTI-TRUST STATEMENT 
 

The Anti-Trust Statement was read in the TAIPA Annual Meeting: 
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“The creation and operation of the Texas Automobile Insurance Plan Association 
is set forth in Chapter 2151 of the Texas Insurance Code. The Association is a 
non-profit corporate body composed of all authorized insurers. The organization 
was created to provide a means by which insurance may be assigned to an 
authorized insurer for a person required by the Texas Motor Vehicle Safety-
Responsibility Act to show proof of financial responsibility for the future. 
Members of the Association and of its Governing Committee, when involved in 
meetings or other activities of the Association, are bound to limit their discussions 
and actions to matters relating to the business of the Association, and shall not 
discuss or pursue the business interest of individual insurers or others.” 

 
ITEM 3: ELECTION OF OFFICERS 
 

Pete Hamel stated the Nominating Committee nominates the current slate of officers to 
serve in 2013: 

• Chair: Fred Strauss 
• Vice Chair: Thomas Rolling 
• Second Vice Chair: Bill Brooks 
• Secretary: Dick Lonquist 

 
It was moved by Laura Hausman and seconded by Carol Berthold to: 

“Accept the nominations as outlined by the Nominating Committee.” 
The motion carried unanimously. 

 
Introductions were made.  

 
ITEM 4: REVIEW AND APPROVAL OF THE MINUTES OF THE NOVEMBER 30, 2012 GOVERNING 
COMMITTEE MEETING (EXHIBIT 1) 
 

It was moved by Dick Lonquist and seconded by Bill Brooks to: 
 “Approve the minutes.” 
The motion carried unanimously. 

 
ITEM 5: MANAGER’S REPORT 
 

A. APPLICATION COUNT UPDATE (EXHIBIT 2) 
 
James Langford stated TAIPA received about 20% fewer applications in 2012 than 2011. 
In February 2013, TAIPA received about 35% fewer applications than in February 2012.  
The total number of applications received year-to-date in 2013 is about 36% fewer than 
in 2012. At this point, we estimate we will receive 4,500 applications in 2013.  
 

B. FINANCIAL UPDATE (EXHIBIT 3) 
 
James Langford stated TAIPA ended 2012 about 12% under budget. The items that were 
over budget were explained. At the end of January 2013, TAIPA expected to be at 8% of 
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the budget used and are currently under budget at about 7%. The items that are over 
budget were explained. TAIPA expects to end the year under budget. 

 
C. RFP UPDATES 

 
James Langford provided an update on the two RFPs recently sent out. The salary 
survey/job description update RFP was sent to five companies. Three companies plan to 
bid, the fourth is not interested, and we have not heard from the fifth. Stacy Midkiff and 
James Langford will review the bids and make a selection. The IT consultant RFP was 
sent to 14 companies, including TAIPA’s current consultant. Bids are not due until July 
1st, so no responses have been received yet. Once the bids are received, James Langford 
will review and make a selection. 

 
D. APPLICATION SYSTEM UPDATE 

 
James Langford stated TAIPA has begun discussions with AIPSO regarding upgrading to 
the newest APS and EASi 2.0. Several teleconferences have been held to identify 
TAIPA’s requirements and demonstrate how AIPSO’s countrywide system operates. 
Differences between TAIPA’s current system and the countrywide system are being 
analyzed to see if workarounds exist or if customization needs to be done. TAIPA was 
given the Nebraska EASi 2.0 test login information to review system functionality and 
has provided their feedback to AIPSO. Additional conference calls are scheduled 
throughout April and May to continue the analysis. 

 
E. CONFLICT OF INTEREST POLICY 

 
James Langford stated each Governing Committee member needs to complete the last 
page of the Conflict of Interest form and return it to Stacy Midkiff. 

 
ITEM 6: OPERATIONS SUBCOMMITTEE REPORT  
 

A. OVER/UNDER REPORT (EXHIBIT 4) 
 
Bill Brooks stated there are no new noteworthy items to discuss on the current 
Over/Under Report.  

 
ITEM 7: STRATEGIC PLANNING SUBCOMMITTEE REPORT 
 

Dick Lonquist stated the Strategic Planning Subcommittee will meet in the first quarter of 
each year to assess if further planning is needed and will make recommendations to the 
Governing Committee as necessary. They will not meet in 2013 since the voluntary staff 
reduction and move to a smaller office space took place at the end of 2012. Their next 
meeting will be held at the beginning of 2014. 

 
ITEM 8: AUDIT/FINANCE COMMITTEE REPORT 

 
A. AUDIT ENGAGEMENT LETTER (EXHIBIT 5) 
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It was moved by Dick Lonquist and seconded by Kevin Curry to: 
“Authorize Dick Lonquist as Chair of the Audit/Finance Committee, James 
Langford as Association Manager, and Nicole Morgan as Accounting Coordinator 
to sign the audit engagement letter.” 

The motion carried unanimously.  
 
ITEM 9: REPORT OF COUNSEL 
 
      SKIPPED TO ITEM 9B. PROACE UPDATE 

 
Michael Jones stated the Officers were authorized at the November 2012 Governing 
Committee Meeting to work with counsel to seek a refund of the money paid to ProAce. 
Negotiations are ongoing. 

 
A. RATE FILING UPDATE 

 
Richard Geiger stated a rate filing was made as authorized by the Governing Committee 
at the November 2012 meeting. The overall requested increase was 7.2% with an 
effective date of July 1, 2013. At the hearing, OPIC did not offer testimony, but 
recommended that the rate level not change. We expect the Commissioner will not take 
action until the 2013 legislative session is completed.  
 
The Governing Committee previously discussed the issue of the data for rate-making 
becoming increasingly less reliable due to low application volumes. Counsel will discuss 
possible alternatives to the current rate-making procedures with TAIPA’s actuary and 
TDI’s actuary once the 2013 legislative session is completed.  

 
C. UPDATE ON PROPOSED CHANGES TO CHAPTER 2151 

 
Richard Geiger stated TAIPA’s legislation is being sponsored by Sen. Corona in the 
Senate (SB 733) and Rep. Sheets in the House (HB 1936). The most substantial change 
made to the legislation so far was to lower the file-and-use threshold to 5% instead of 
10%. In the Senate, the bill has been voted out of committee and recommended for the 
Local & Consent Calendar. No discussion or debate takes place on those bills and all the 
bills are uniformly passed unless items are removed. In the House, our sponsor has 
requested a hearing, but it has not yet been set. We may decide to wait for the Senate bill 
to come over to the House and have the hearing on the Senate bill instead. Our legislation 
did get support from PCI, AFACT, AIA, and IIAT, which is a good indication of how the 
bill is being received. 
 
It was asked when the legislation would be effective, assuming the Governor signs the 
bill. It would be effective September 1, 2013. 
 
Richard Geiger reported on the following bills, which could impact TAIPA if passed:  

• HB 1810, which would prohibit permissive driver exclusions. TAIPA currently 
has an endorsement that allows for exclusion of a named driver. If passed, this 
legislation would eliminate that endorsement. 
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• HB 949, regarding vehicles acquired during the policy period.  TAIPA currently 
requires that an insured report substitute or additional vehicles within 20 days, but 
this bill would change the timeframe to 30 days. If passed, we would have to 
amend our policy to be consistent with the new timeframe. Additionally, the bill 
defines a Private Passenger vehicle as being less than 30,000 pounds, whereas our 
threshold is 25,000 pounds. If passed, we would have to change our policy form 
and Rules & Rating Manual. 

• HB 1774, which states that you may not obtain non-economic damages in a civil 
action if you’re in an accident and don’t carry insurance coverage. Counsel does 
not believe the bill will be passed. 

• HB 1407, which would require policies to provide an arbitration option on a third-
party claim. If passed, TAIPA would have to incorporate the additional language 
into our policy. 

 
If legislation impacting TAIPA passes, we will know by early June, and will then need to 
start making changes to our Plan of Operations, Rules & Rating Manual, policy form, 
endorsements, etc.  

 
It was moved by Carol Berthold and seconded by Dick Lonquist to: 

“Authorize the Association Manager to refer any needed changes to the 
Operations Subcommittee based on his judgment of the legislation and its impact 
on TAIPA.” 

The motion carried unanimously. 
 
The Operations Subcommittee should meet and prepare their recommendations before the 
next Governing Committee meeting. There is not currently an Operations Subcommittee 
meeting scheduled, but one will be arranged.  
 

ITEM 10: 2013/2014 MEETING DATES (EXHIBIT 6) 
 
The remaining 2013 meeting dates are listed in Exhibit 6. 
 
The proposed 2014 meeting dates are: 

• March 21st  
• August 22nd (not 21st as shown in Exhibit #6) 
• November 21st (not 20th as shown in Exhibit #6). 

 
It was moved by Carol Berthold and seconded by Kit Morris to: 

“Approve the meeting dates for 2014 and authorize staff to solidify the contracts.” 
The motion carried unanimously. 

 
ITEM 11: PERSONNEL MATTERS 
 

No action was taken on this matter. 
 

ITEM 12: ADJOURNMENT 
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Governing Committee
Texas Automobile Insurance

Report on the Financial Statements

Management's Responsibility for the Financial Statements

Auditors' Responsibility

Plan Association

We have audited the accompanying financial statements of the Texas Automobile Insurance Plan
Association (TAIPA) which comprise the statements of financial position as of December 31, 2012
and 2011, and the related statements of activities and cash flows for the years then ended, and the
related notes to the financial statements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

INDEPENDENT AUDITORS' REPORT

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.
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Austin, Texas
April 22, 2013

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Texas Automobile Insurance Plan Association as of December 31, 2012 and
2011, and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States.

Opinion
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2012 2011

Current Assets
Cash and cash equivalents 177,710$          309,254$
Accounts receivable 100                  150
Prepaid expenses 52,648             62,014

Total current assets 230,458           371,418

Property and Equipment 
Furniture and equipment 38,921             73,635
Computer equipment 25,569             37,601
Leasehold improvements 50,008             2,562
Computer software and program development costs 9,858               12,733
Computer software and program in development -                   115,000

124,356           241,531
Less accumulated depreciation 62,094             97,340

62,262             144,191
Total assets 292,720$          515,609$

Current Liabilities
Accounts payable 20,864$            26,016$
Accrued vacation 20,446             31,432
Accrued payroll liabilities 6,657               22,226

Total current liabilities 47,967             79,674

Other Liabilities
Accrued pension benefit costs 1,058,887        1,276,737
Deferred lease benefit 17,435             17,369

Total other liabilities 1,076,322        1,294,106

Net Assets (Deficiency) 
Accumulated effect of pension adjustment (1,301,057)         (1,388,788)
Unrestricted 469,488           530,617

Total net assets (deficiency) (831,569)            (858,171)
Total liabilities and net assets (deficiency) 292,720$          515,609$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF FINANCIAL POSITION

December 31, 2012 and 2011

ASSETS

LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
3
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2012 2011

Changes in unrestricted net assets
Revenues

Member assessments 1,437,400$       1,601,200$
Interest income 1,100                2,052
Assessment penalties 3,745                4,896
Miscellaneous income 56                     464

Total revenues 1,442,301         1,608,612
Expenses

Salaries and related expenses 870,360            837,970
Occupancy expenses 186,309            173,109
Professional services 207,502            253,960
Depreciation and amortization 13,896              14,024
Postage and delivery 22,605              24,828
Office supplies and expense 25,771              33,654
Governing committee 20,908              33,883
Computer supplies and expense 9,144                14,314
Operating committee 1,151                4,815
Staff education and seminars 10,093              11,442
Miscellaneous 13,303              10,663
Staff expense 2,831                3,395
Dues and subscriptions 1,914                1,942
Producer review -                    1,344

Total expenses 1,385,787         1,419,343

Other revenues (expenses)
Loss from disposals of property and equipment (117,643)           -
Pension minimum liability adjustment 87,731              (337,702)

Total other revenues (expenses) (29,912)             (337,702)

26,602              (148,433)

Net assets (deficiency) at beginning of year (858,171)           (709,738)

Net assets (deficiency) at end of year (831,569)$         (858,171)$

Net change in unrestricted net assets

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF ACTIVITIES

Years Ended December 31, 2012 and 2011

The accompanying notes are an integral part of these financial statements.
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2012 2011

Cash flows from operating activities
Change in net assets 26,602$         (148,433)$
Adjustments to reconcile change in net assets
   to net cash provided by (used in) operating activities:

Depreciation and amortization 13,896          14,024
Loss (gain) on sale of property and equipment 117,643        -

(Increase) decrease in operating assets
Accounts receivable 50                  500
Prepaid expenses 9,366            568

Increase (decrease) in operating liabilities
Accounts payable (2,005)           22,632
Accrued vacation (10,986)         (28,241)
Payroll liabilities (18,716)         (1,679)
Accrued pension benefit costs (217,850)       178,422
Deferred lease benefits 66                  (27,238)

Net cash (used in) provided by operating activities (81,934)         10,555

Cash flows from investing activities
Proceeds from disposal of property and equipment 400               -
Purchases of property and equipment (50,010)         (115,000)

Net cash provided by (used in) investing activities (49,610)         (115,000)

Net increase (decrease) in cash and cash equivalents (131,544)       (104,445)

Cash and cash equivalents at beginning of year 309,254        413,699

Cash and cash equivalents at end of year 177,710$       309,254$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2012 and 2011

The accompanying notes are an integral part of these financial statements.
5
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NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Basis of Accounting

Income Taxes

Revenue Recognition

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

The Texas Automobile Insurance Plan (the Plan) was formed in January 1952 for the purposes of
(1) making automobile liability insurance (both bodily injury and property damage) available to
drivers in Texas who cannot obtain such insurance in the voluntary market, and (2) establishing a
procedure for the equitable distribution of these risks among all automobile insurance companies
admitted to do business in Texas.

TAIPA has adopted FASB ASC 740, Income Taxes . That standard prescribes a minimum
recognition threshold and measurement methodology that a tax position taken or expected to be
taken in a tax return is required to meet before being recognized in financial statements. It also
provides guidance for de-recognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition.

During 1993, the Texas Legislature established The Texas Automobile Insurance Plan Association
(TAIPA). TAIPA provides a means by which insurance may be assigned to an authorized insurer
and essentially provides the same function as the Plan. The TAIPA Plan of Operation became
effective as of January 1, 1995, at which time the Plan was abolished.

These financial statements are presented on the accrual basis of accounting in accordance with
United States generally accepted accounting principles.

TAIPA is exempt from federal income taxes under the provisions of Internal Revenue Code Section
501(c)(6). Accordingly, no provision for federal income taxes has been provided in these financial
statements.

Member assessments and the related penalties are recognized as revenues in the statement of
activities as they are earned.

6
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

Cash and Cash Equivalents

Concentrations of Credit Risk

Estimates

Property and Equipment

Financial Statement Presentation 

TAIPA's financial statements follow the requirements of Accounting Standard Codification (FASB
ASC) 958-205-05, issued by the Financial Accounting Standards Board. Under ASC 958-205-05,
TAIPA is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets. In addition, TAIPA is required to present a statement of cash flows. For 2012
and 2011, TAIPA had no temporarily or permanently restricted net assets.

TAIPA maintains its cash with high credit quality financial institutions which are members of the
Federal Deposit Insurance Corporation. Occasionally, balances on deposit exceed federally insured
limits; however, management believes there is no significant uninsured risk related to these
deposits.

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period.  Actual results could differ from those estimates.

TAIPA capitalizes all expenditures in excess of $1,000 for property and equipment at cost.
Depreciation and amortization are provided in amounts sufficient to relate the cost of depreciable
assets to operations over their estimated useful service lives, generally five to ten years. Leasehold
improvements are amortized over the life of the lease or the service life of the improvements,
whichever is shorter. The straight-line method of depreciation is followed for substantially all
assets.

TAIPA considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents.

7
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

Subsequent Events

NOTE B - EMPLOYEE BENEFIT PLANS

Defined Contribution Plan

Defined Benefit Plan

The management of TAIPA has evaluated subsequent events for disclosure through the date of the
independent auditor's report, the date the financial statements were available to be issued.

TAIPA has adopted the recognition provisions of ASC 715. As required by ASC 715, TAIPA
recognizes a liability for the underfunded status of its defined benefit pension plan and adjusts the
ending balance of unrestricted net assets for the transition obligation, prior service cost, and net loss
that have not been recognized as components of net periodic pension cost. The following tables set
forth the Plan's status and amounts per ASC 715 at December 31, 2012 and 2011.

TAIPA is a member of the Insurance Company Supported Organization (ICSO) 401(k) Savings
Plan. After one year of employment, all full-time employees are eligible to become plan
participants. Employees may contribute up to 16% of their annual compensation to the plan. The
employer matches employee contributions at the rate of $.75 per $1.00 of employee contributions
up to a maximum of 6% of annual compensation. Payments to the plan were $19,520 and $24,393
for 2012 and 2011, respectively.

TAIPA is a member of the Insurance Company Supported Organization (ICSO) Pension Plan (the
Plan). The Plan is a multiple-employer defined benefit plan administered by Prudential. An
employee is eligible to become a member at the beginning of the first twelve month period during
which 1,000 hours of service have been completed with 100% vesting after (a) five or more years of
service or (b) four years of service and 1,000 hours. TAIPA's funding policy is to make monthly
contributions in conformance with minimum funding requirements.

8
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2012 2011

Service cost 35,029$         34,204$        
Interest cost 164,122         183,238        
Expected return on MRVA (171,865)       (200,104)       
Amortization of net actuarial loss (gain) 107,435         70,281          

134,721$      87,619$

2012 2011
The status of the Plan for the year ended December 31:

Change in benefit obligation
Benefit obligation at beginning of year 3,915,390$    3,620,465$   
Service cost 35,029           34,204          
Interest cost 164,122         183,238        
Actuarial loss 200,022         274,427        
Benefits paid (228,707)       (196,944)       
Benefit obligation at end of year 4,085,856      3,915,390     

Change in plan assets
Fair value of plan assets at beginning of year 2,638,653      2,522,150     
Actual return on plan assets 352,183         66,547          
Employer contributions 264,840         246,900        
Benefits paid (228,707)       (196,944)       
Fair value of plan assets at end of year 3,026,969      2,638,653     

Funded status at end of year (1,058,887)$  (1,276,737)$

Components that have been recognized as changes to
unrestricted net assets arising from the Plan but not yet
reclassified as components of net periodic benefit costs
for the year ended December 31:

9
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2012 2011
Amounts recognized in the statement of financial position

as of December 31:

Noncurrent liabilities 1,058,887$   1,276,737$

Accumulated net loss (gain) 1,301,057$   1,388,788$

Net loss (gain) (107,435)$     (70,282)$       
New actuarial losses 19,704           407,984        

(87,731)$      337,702$

Weighted average assumptions used to develop benefit obligations were:

Discount rate 3.75% 4.50%
Rate of compensation increases 3.00% 3.00%

Weighted average assumptions used to develop net periodic pension benefit costs were:

Discount rate 4.50% 5.25%
Expected return on plan assets 6.50% 8.00%
Rate of compensation increases 3.00% 4.00%

The accumulated benefit obligation for the defined benefit pension plan was $3,969,420 and
$3,832,334 as of  December 31, 2012 and 2011, respectively.

Employer contributions expected to be paid during the year ending December 31, 2013 is $205,740.

Amounts recognized as changes in unrestricted net
assets arising from a defined benefit plan as of
December 31:

The estimated net loss for the defined benefit pension plan that will be amortized into net periodic
benefit cost over the next fiscal year is $113,636.

Other changes in plan assets and benefit obligations
recognized as changes in unrestricted net assets not yet
included in net periodic benefit cost for the year ended
December 31:

10
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2012 2011
Equity securities 51.4% 50.8%
Debt securities 45.4% 46.7%
Cash 3.2% 2.5%

100.0% 100.0%

Fiscal year
beginning

January 1, 2013 256,415$       
January 1, 2014 256,628         
January 1, 2015 244,929         
January 1, 2016 242,176         
January 1, 2017 239,367         
January 1, 2018-2022 1,153,601      

Total 2,393,116$

NOTE C - COMPENSATED ABSENCES

The following represents the estimated future benefit payments to be paid by the pension plan:

TAIPA's target investment allocation is 60% equity securities and 40% debt securities and its asset
diversification as of December 31, 2012 and 2011, were as follows:

Employees of TAIPA are entitled to paid sick days and personal days off, depending on their length
of service. Effective January 1, 2007, employees are eligible to receive monetary reimbursement
for a maximum of 37 1/2 hours of unused All Purpose Leave from the prior year. The
compensation will be paid prior to January 31st. The employees who have remaining All Purpose
Leave available as of December 31, 2012 and 2011, are able to carry up to 350 hours over to the
following year. Any amount in excess of 350 hours will be forfeited each January 1st. Accrued
leave in the amount of $20,446 and $31,432 has been recorded in the accompanying statements of
financial position as of December 31, 2012 and 2011, respectively.
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

NOTE D - LEASE COMMITMENTS

50,367$         
67,909           
72,725           
74,810           
75,487           
56,309           

397,607$

NOTE E - DEFERRED LEASE BENEFIT

NOTE F - LINE OF CREDIT

NOTE G - SOFTWARE DEVELOPMENT

Ending
December 31, 2013

In 2011, TAIPA entered into a $115,000 contract with a third party software developer to develop a
custom software application system. TAIPA paid the software developer $115,000 as of December
31, 2011. The software developer provided a product that is not useable and was written off in its
entirety as of December 31, 2012. TAIPA's attorneys are currently in negotiations with the
software developer to recover the $115,000.

TAIPA renewed a bank line of credit totaling $300,000, on September 26, 2012. Interest, calculated
at the bank's prime rate, is payable monthly. At December 31, 2012, there was no outstanding
balance on the line, and there were no borrowings on the line of credit during the years ended
December 31, 2012 and 2011. The line of credit matures on September 26, 2013.

TAIPA's office lease agreement contains provisions for future rent increases, rent free periods, or
periods in which rent payments are reduced. Per ASC 840, the total amount of rental payments due
over the lease term is being charged to rent expense on the straight-line method over the term of the
lease. The difference between rent expense recorded and the amount paid is credited to "deferred
lease benefit", and is included in the accompanying statements of financial position.

Due in Year

TAIPA leases office space and certain equipment under noncancelable operating leases. The lease
for office space terminates on March 31, 2018, while the leases for equipment expire through 2017.
Minimum future obligations from leases in effect at December 31, 2012 are as follows:

December 31, 2014
December 31, 2015
December 31, 2016
December 31, 2017

Lease expense for operating leases were $175,094 and $174,927 for the years ended December 31,
2012 and 2011, respectively.

Thereafter
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SUPPLEMENTAL
INFORMATION
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Governing Committee
Texas Automobile Insurance

Austin, Texas
April 22, 2013

REPORT OF INDEPENDENT CERTIFIED PUBLIC
ACCOUNTANTS ON SUPPLEMENTAL INFORMATION

Our audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying supplemental comparison of revenues and expenses versus budget is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Plan Association
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Actual Budget Variance

Revenues
Member assessments 1,437,400$   1,436,500$   900$             
Interest income 1,100            -                1,100            
Assessment penalties 3,745            -                3,745            
Miscellaneous income 56                 -                56                 

Total Revenues 1,442,301     1,436,500     5,801            

Expenses
Salaries 574,026        437,200        (136,826)       
Employee benefits & other insurance 296,334        463,500        167,166        
Rent 164,886        169,800        4,914            
Telephone/internet access 9,539            9,100            (439)              
Relocation 11,008          -                (11,008)         
Property taxes 876               1,500            624               
Professional services

Legal 85,652          100,400        14,748          
Audit 20,999          20,400          (599)              
Systems consultants 44,865          48,800          3,935            
Consultants - other 7,685            78,200          70,515          
Actuary 48,301          48,300          (1)                  

Depreciation and amortization 13,896          30,900          17,004          
Postage & shipping 22,605          28,000          5,395            
Office equipment & supplies 24,287          34,700          10,413          
Printing & stationary 1,484            3,500            2,016            
Governing Committee 20,908          38,800          17,892          
Computer supplies 9,144            10,600          1,456            
Operation Sub-committee 1,151            6,300            5,149            
Employee meetings, seminars & travel 10,093          19,000          8,907            
Other 13,303          11,100          (2,203)           
Staff expense 2,831            3,700            869               
Dues, subscriptions & publications 1,914            1,900            (14)                
Producer Review -                3,600            3,600            

Total Operating Expenses 1,385,787     1,569,300     183,513        

Other expenses
Loss from disposals of property and equipment (117,643)       -                (117,643)       
Pension minimum liability adjustment 87,731          -                87,731          

(29,912)         -                (29,912)         

Change in Unrestricted Net Assets 26,602$       (132,800)$    159,402$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
SUPPLEMENTAL INFORMATION

COMPARISON OF REVENUES AND EXPENSES VERSUS BUDGET
For the Year Ended December 31, 2012

14
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To the Audit Committee 
Texas Automobile Insurance Plan Association 
1120 South Capital of Texas Highway 
City View Bldg 3, Ste. 105 
Austin, Texas 78746 

We have audited the financial statements of Texas Automobile Insurance Plan Association (the Association) as 
of and for the year ended December 31, 2012, and have issued our report thereon dated April 22, 2013. 
Professional standards require that we advise you of the following matters relating to our audit. 

Our Responsibility in Relation to the Financial Statement Audit 

As communicated in our engagement letter dated February 11, 2013, our responsibility, as described by 
professional standards, is to form and express an opinion about whether the financial statements that have been 
prepared by management with your oversight are presented fairly, in all material respects, in conformity with 
U.S. generally accepted accounting principles. Our audit of the financial statements does not relieve you or 
management of your respective responsibilities. 

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain reasonable, 
rather than absolute, assurance about whether the financial statements are free of material misstatement. An 
audit of financial statements includes consideration of internal control over financial reporting as a basis for 
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control over financial reporting. Accordingly, as part of our 
audit, we considered the internal control of the Association solely for the purpose of determining our audit 
procedures and not to provide any assurance concerning such internal control. 

We are also responsible for communicating significant matters related to the audit that are, in our professional 
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not 
required to design procedures for the purpose of identifying other matters to communicate to you. 

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated to you. 

Compliance with All Ethics Requirements Regarding Independence 

The engagement team and our firm have complied with all relevant ethical requirements regarding 
independence.
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Qualitative Aspects of the Entity’s Significant Accounting Practices 

Significant Accounting Policies 

Management has the responsibility to select and use appropriate accounting policies. A summary of the 
significant accounting policies adopted by the Association is included in Note A to the financial statements. 
There has been no initial selection of accounting policies and no changes in significant accounting policies or 
their application during 2012. No matters have come to our attention that would require us, under professional 
standards, to inform you about (1) the methods used to account for significant unusual transactions and (2) the 
effect of significant accounting policies in controversial or emerging areas for which there is a lack of 
authoritative guidance or consensus. 

Significant Accounting Estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s current judgments. Those judgments are normally based on knowledge and experience about past 
and current events and assumptions about future events. Certain accounting estimates are particularly sensitive 
because of their significance to the financial statements and because of the possibility that future events 
affecting them may differ markedly from management’s current judgments. 

The most sensitive accounting estimates affecting the financial statements are those related to the defined 
benefit plan detailed in Note B of the financial statements. Management’s estimates are based on information 
provided by the plan’s actuaries.

We evaluated the key factors and assumptions used to develop the estimates and determined that they are 
reasonable in relation to the basic financial statements taken as a whole. 

Significant Difficulties Encountered during the Audit 

We encountered no significant difficulties in dealing with management relating to the performance of the audit. 

Uncorrected and Corrected Misstatements  

For purposes of this communication, professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we believe are trivial, and communicate them to 
the appropriate level of management. Further, professional standards require us to also communicate the effect 
of uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or 
disclosures, and the financial statements as a whole.  The attached schedule summarizes uncorrected financial 
statement misstatements whose effects in the current and prior periods, as determined by management, are 
immaterial, both individually and in the aggregate, to the financial statements taken as a whole. 

In addition, professional standards require us to communicate to you all material, corrected misstatements that 
were brought to the attention of management as a result of our audit procedures. The material misstatements that 
we identified as a result of our audit procedures which were brought to the attention of, and corrected by 
management, are attached. 
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Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a matter, whether 
or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, which could 
be significant to the Association’s financial statements or the auditor’s report. No such disagreements arose 
during the course of the audit. 

Representations Requested from Management 

We have requested certain written representations from management, which are included in the attached letter 
dated April 22, 2013. 

Management’s Consultations with Other Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. Management informed us that, and to our knowledge, there were no consultations with other 
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings or Issues 

In the normal course of our professional association with the Association, we generally discuss a variety of 
matters, including the application of accounting principles and auditing standards, business conditions affecting 
the entity, and business plans and strategies that may affect the risks of material misstatement. None of the 
matters discussed resulted in a condition to our retention as the Association’s auditors.

This report is intended solely for the information and use of the Audit Committee, Governing Committee, and 
management and is not intended to be and should not be used by anyone other than these specified parties. It 
will be our pleasure to respond to any questions you have regarding this report. We appreciate the opportunity to 
continue to be of service to Texas Automobile Insurance Plan Association. 

Austin, Texas 
April 22, 2013
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Texas Automobile Insurance Plan Association
Year End: Monday, December 31, 2012
Uncorrected Misstatements

Date Name Account No Debit Credit

12/31/2012 Fund Balance 25100 9,605.00
12/31/2012 Legal-Rate Changes 65145 9,605.00

To correct for legal expense that
was incurred in FY 2011 but recorded in 2012
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Texas Automobile Insurance Plan Association
Year End: December 31, 2012
Adjusting Entries

Date Name Account No Debit Credit

12/31/2012 Construction in Progress 15000 115,000.00
12/31/2012 Gain (Loss) on Disposition of Fixed 66200 115,000.00

To write off software costs.

12/31/2012 Accum. Depr.-Computer Equip. 15220 1,937.00     
12/31/2012 Accum Amort.-Leasehold 15520 203.00        
12/31/2012 Depreciation 50700 2,140.00     

To adjust depreciation expense.

12/31/2012 Leasehold Improvements 15500 4,463.00     
12/31/2012 Accrued Expenses 20126 4,463.00     

To record leasehold improvements
and payable.

12/31/2012 Accrued Expenses 20126 4,959.00     
12/31/2012 Legal-Daily Association Requirements 65120 743.00        
12/31/2012 Legal-Governing Committee 65125 409.00        
12/31/2012 Legal-Rate Changes 65145 3,791.00     
12/31/2012 Legal-Rate Changes 65145 16.00          

To record liability.
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Private Passenger Commercial

EASi Applications 308 27
Paper Applications 23 9

Total Applications Received 331 36

Applications Assigned 299 35

Applications Suspended 32 1
Applications Rejected 0 0

Applications Deficient 42 5
Applications with SR-22s 100 0

532
367

Private Passenger Commercial

EASi Applications 2,286 230
Paper Applications 150 61

Total Applications Received 2,436 291

Applications Assigned 2,235 268

Applications Suspended 196 24
Applications Rejected 5 0

Applications Deficient 244 20
Applications with SR-22s 672 0

3,751
2,727

-27.30%

1993: 723,165 2000: 44,945 2007: 16,780
1994: 716,036 2001: 53,477 2008: 12,896
1995: 461,059 2002: 66,153 2009: 10,299
1996: 214,744 2003: 74,506 2010: 8,724
1997: 95,461 2004: 47,434 2011: 7,364
1998: 55,041 2005: 31,517 2012: 5,898
1999: 47,108 2006: 23,634

YTD Percent Change from June 2012 to June 2013:

Application Assignment History*

*Application Assignment History based on applications assigned, not received.

Monthly Total (June 2013)

Total Applications Received in June 2012:
Total Applications Received in June 2013:

Year to Date Total (as of June 2013)

Total Applications Received YTD (as of June 2012):
Total Applications Received YTD (as of June 2013):
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ASSETS

Current Assets                                                                                                                                                                                                                                              
Cash and cash equivalents 775,012$         
Accounts receivable 121,480           
Prepaid expenses 41,470             

            Total current assets                                                                                                                                                                                                          937,962           

Property and Equipment
Furniture and equipment                                                                                                                                                                                                               38,921             
Computer equipment                                                                                                                                                                                         25,569             
Leasehold improvements 50,007             
Computer software 9,858               

124,356           
Less accumulated depreciation 68,109             

56,247             

            Total assets                                                                                                                                                                                                           994,209           

LIABILITIES AND NET ASSETS

Current Liabilities                                                                                                                                                                                                                                      
Accounts payable 26,054             
Accrued vacation 20,446             
Accrued payroll liabilities 14,864             
Deferred revenue 671,137           

            Total current liabilities                                                                                                                                                                                                 732,501           

Other Liabilities                                                                                                                                                                                                                                    
Accrued pension benefit costs 1,058,887        
Deferred lease benefit 17,435             

            Total other liabilities                                                                                                                                                                                                 1,076,322        

Net (Deficiency) Assets
Unrestricted (814,614)          

            Total net assets                                                                                                                                                                                                 (814,614)          

            Total liabilities and net assets                                                                                                                                                                                               994,209$         

Statement of Financial Position
As Of May 31, 2013

Unaudited

Texas Auto Ins. Plan Assoc.
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Changes in unrestricted net assets
Current

YTD
Member assessments 479,263$            
Interest income 349                     
Assessment penalties 5,518                  

Total revenues 485,130              

Expenses
Salaries and related expenses 302,367              
Occupancy expenses 27,627                
Professional Services 96,153                
Depreciation & amortization 6,014                  
Postage and delivery 9,660                  
Office supplies and expense 8,394                  
Governing committee 6,468                  
Computer supplies & expenses 3,185                  
Staff education & seminars 5,003                  
Miscellaneous 1,856                  
Staff expense 805                     
Dues and subscriptions 643                     

Total operating expenses 468,175              

Other revenues (expenses)

Total other revenue expenses -                          

Increase (decrease) in unrestricted net assets 16,955                

Net assets (deficiency) at beginning of year (831,569)             

Net assets (deficiency) as of May 31, 2013 (814,614)$           

Texas Auto Ins. Plan Assoc.
Statement of Activities

For the period ended May 31, 2013
Unaudited
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Teleconference Options for Governing Committee Meetings

GoToWebinar WebEx Meetings TAIPA-Hosted Call

Main Benefits
Participants could raise their hand and be called 
on before speaking; software identifies the name 
of the person speaking

Participants could use chat option to inform 
TAIPA they'd like to speak; software identifies the 
name of the person speaking

No extra costs to TAIPA; no extra equipment for 
participants

Main Drawbacks Participants would need to use a computer; the 
software may be confusing for first-timers

Participants would need to use a computer; the 
software may be confusing for first-timers; can't 
raise your hand; participants may not remember 
to identify themselves before speaking

Meetings could be chaotic due to participants 
speaking over one another since there is no way 
to raise your hand; participants may not 
remember to identify themselves before speaking

Equipment 
Requirements

Participants would need a Windows PC or Mac for 
web-conference and can use either a phone or 
speakers/mic for audio; smart phones/tablets 
with iOS, Android, or Windows 8/RT can use an 
app for web and audio; if a participant only has 
access to a "regular" phone, they will only be able 
to hear, not speak

Participants would need a Windows PC or Mac for 
web-conference and can use either a phone or 
speakers/mic for audio; smart phones/tablets 
with iOS, Android, or Blackberry 10 can use an app 
for web and audio; if a participant only has access 
to a "regular" phone, they will be able to hear and 
speak

Participants would use phone only

Max Number of Callers 100 (only 25 can be unmuted at once; would need 
to unmute one at a time)

100 42

RSVP Process

TAIPA would sent out an email with a link to 
RSVP; interested parties would register with name 
and email (can also add custom fields like 
"affiliation")

TAIPA would sent out an email to have all 
participants RSVP by a certain date; interested 
parties would receive email from WebEx with call-
in information

TAIPA would sent out an email to have all 
participants RSVP by a certain date; interested 
parties would inform TAIPA and then we'd email 
them call-in information

Call-In Process for 
Participants

Participants would click the link in their 
confirmation email or calendar event to join the 
meeting; meeting would instruct participant what 
phone number to dial for audio (if using phone)

Participants would click the link from the WebEx 
email; would be prompted for name and email 
when joining the call; meeting would instruct 
participant what phone number to dial for audio 
(if using phone)

Would call into the phone number provided by 
TAIPA

Option for Password 
Protection

Yes Yes No

Administering the 
Meeting

Would need someone to act as moderator, 
notifying James when someone raises their hand, 
types in chat, etc. 

Would need someone to act as moderator, 
notifying James when someone types in chat, etc.

Would not require any in-meeting administration

Ability to Mute 
Participants

Yes Yes No (participants can mute themselves, though)

Speaker Identification Software indicates the name of the person 
currently speaking

Software indicates the name of the person 
currently speaking

None; speakers would have to identify themselves 
when speaking

Asking Questions
Push a button to "raise your hand"; could also use 
"chat" function to message TAIPA that they'd like 
to speak

Cannot "raise your hand"; would either just begin 
speaking or could use "chat" function to message 
TAIPA that they'd like to speak

Cannot "raise your hand"; would just begin 
speaking

Handling Voting for 
Motions

Would call roll and have each member state their 
vote (there is a "polling" function, but it doesn't 
give names, only vote count)

Would call roll and have each member state their 
vote

Would call roll and have each member state their 
vote

Handling Closed 
Meetings

Would end conference, then send out a "meet 
now" invitation to GC members via Outlook; 
would send out another "meet now" to non-GC 
members once open meeting resumes

Would end conference, then send out a "meet 
now" invitation to GC members via Outlook; 
would send out another "meet now" to non-GC 
members once open meeting resumes

All non-GC members would need to hang up 
("honor system", basically); would send out an 
email to non-GC members when open meeting is 
to be resumed

Call Recording
Yes, records audio & video at the click of a button 
(but does not show speaker identification during 
recording)

Yes, records audio & video at the click of a button 
(but does not show speaker identification during 
recording)

Yes, but we'd have to have RJ set it up beforehand

Document Sharing Can pull up documents live for everyone to see on 
their screen

Can pull up documents live for everyone to see on 
their screen

No live document sharing

Cost to TAIPA $948/year $828/year None

Cost to Participants

If phone is used for audio: local/long distance 
charges (toll-free packages available at additional 
cost to TAIPA); if speaker/mic is used for audio: 
none

If phone is used for audio: local/long distance 
charges (toll-free packages available at additional 
cost to TAIPA); if speaker/mic is used for audio: 
none

Local/long distance charges

Other solutions reviewed but not selected for comparison due to limits on number of callers or lack of key features: Skype, IBM Web Meetings, Adobe Connect, Google conferencing, 
GoToMeeting, AnyMeeting, Infinite Conferencing, ReadyTalk, AT Conferencing, Watchitoo. 
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