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Texas Automobile Insurance Plan Association Governing Committee Meeting 

Friday, August 22, 2014 - 9:00 A.M. 
Via GoToWebinar Teleconference (contact Nicole Morgan at nmorgan@taipa.org for details) 

OR In-Person at the TAIPA Office: 1120 S. Capital of Texas Hwy., CityView Bldg. 3, Ste. 105, Austin, TX 78746  
 

 
1. Call to Order 

  
2. Reading of the Anti-Trust Statement 

 
3. Recognition of Corise Morrison’s Service to TAIPA 

 
4. Recognition of Jason Callahan’s Service to TAIPA 

 
5. Audit/Finance Committee Report 

A. Report on 2013 Audit (Exhibit 1) 
 

6. Review and Approval of the Minutes of the March 21, 2014 Meeting (Exhibit 2) 
 

7. Manager’s Report 
A. Application Count Update as of July 2014 (Exhibit 3) 
B. Financial Update as of June 2014 (Exhibit 4) 
C. Line of Credit Renewal 
D. Application System Update 
E. IT Consultant Update 
F. Plan of Operation Filings 

a. Recent Filing: “Mandatory EASi” 
b. Pending Filings: Burglary/Theft Fee, Producer Performance Standard, Refunds for Cancellations 

G. Current Staffing 
 

8. Operations Subcommittee Report 
A. Over/Under Report (Exhibit 5) 

 
9. Rate Task Force Subcommittee Report 

A. TAIPA Rates 
 

10. Report of Counsel  
 

11. 2015 Meeting Dates (Exhibit 6) 
 

12. Next Meeting—November 21, 2014 at Omni Austin Hotel Southpark 
 

13. Personnel Matters 
 

14. 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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Governing Committee
Texas Automobile Insurance

Report on the Financial Statements

Management's Responsibility for the Financial Statements

Auditors' Responsibility

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

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, 2013 and 2012, 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 28, 2014

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, 2013 and
2012, 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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2013 2012

Current Assets
Cash and cash equivalents 239,218$          177,710$
Accounts receivable 2,500               100
Prepaid expenses 53,324             52,648

Total current assets 295,042           230,458

Property and Equipment 
Furniture and equipment 38,921             38,921
Computer equipment 25,569             25,569
Leasehold improvements 50,008             50,008
Computer software and program development costs 9,858               9,858

124,356           124,356
Less accumulated depreciation 76,472             62,094

47,884             62,262
Total assets 342,926$          292,720$

Current Liabilities
Accounts payable 5,569$              20,864$
Accrued vacation 21,153             20,446
Accrued payroll liabilities 4,625               6,657

Total current liabilities 31,347             47,967

Other Liabilities
Accrued pension benefit costs 177,379           1,058,887
Deferred lease benefit 36,880             17,435

Total other liabilities 214,259           1,076,322

Net Assets (Deficiency) 
Accumulated effect of pension adjustment (617,814)            (1,301,057)
Unrestricted 715,134           469,488

Total net assets (deficiency) 97,320               (831,569)
Total liabilities and net assets (deficiency) 342,926$          292,720$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF FINANCIAL POSITION

December 31, 2013 and 2012

ASSETS

LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
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2013 2012

Changes in unrestricted net assets
Revenues

Member assessments 1,150,900$       1,437,400$
Interest income 675                   1,100
Assessment penalties 5,656                3,745
Miscellaneous income -                    56

Total revenues 1,157,231         1,442,301
Expenses

Salaries and related expenses 535,944            870,360
Occupancy expenses 107,780            186,309
Professional services 155,575            207,502
Depreciation and amortization 14,378              13,896
Postage and delivery 21,453              22,605
Office supplies and expense 19,859              25,771
Governing committee 20,264              20,908
Computer supplies and expense 8,237                9,144
Operating committee 5,011                1,151
Staff education and seminars 10,436              10,093
Miscellaneous 8,537                13,303
Staff expense 2,329                2,831
Dues and subscriptions 1,781                1,914

Total expenses 911,584            1,385,787

Other revenues (expenses)
Loss from disposals of property and equipment -                    (117,643)
Pension minimum liability adjustment 683,242            87,731

Total other revenues (expenses) 683,242            (29,912)

928,889            26,602

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

Net assets (deficiency) at end of year 97,320$           (831,569)$

Net change in unrestricted net assets

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF ACTIVITIES

Years Ended December 31, 2013 and 2012

The accompanying notes are an integral part of these financial statements.
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2013 2012

OPERATING ACTIVITIES
Change in net assets 928,889$       26,602$
Adjustments to reconcile change in net assets

to net cash flows
Depreciation and amortization 14,378          13,896
(Gain) loss on sale of property and equipment -                 117,643

Change in operating assets and liabilities - 
Accounts receivable (2,400)           50
Prepaid expenses (676)              9,366
Accounts payable (15,295)         (2,005)
Accrued vacation 707               (10,986)
Payroll liabilities (2,032)           (18,716)
Accrued pension benefit costs (881,508)       (217,850)
Deferred lease benefits 19,445          66

Net cash flows from operating activities 61,508          (81,934)

INVESTING ACTIVITIES
Proceeds from disposal of property and equipment -                 400
Purchases of property and equipment -                 (50,010)

Net cash flows from investing activities -                 (49,610)

Net change in cash and cash equivalents 61,508          (131,544)

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

Cash and cash equivalents at end of year 239,218$       177,710$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2013 and 2012

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

Member assessments and the related penalties are recognized as revenues as they are earned.

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

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.

6
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - Continued

Cash and Cash Equivalents

Concentrations of Credit Risk

Estimates

Property and Equipment

Financial Statement Presentation 

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

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 2013
and 2012, 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.

7
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

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 auditors' 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, 2013 and 2012.

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 $10,371 and $19,520
for 2013 and 2012, respectively.

TAIPA is a member of The Pension Plan for Insurance Organizations (the Plan). The Plan is a
multiple-employer defined benefit plan. The trustee of the Plan is the Principal Trust Company, a
member of the Principal Financial Group. The Plan's employer identification number is 27-
0131295 and Plan Number 001. 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. For the year ending December 31, 2013, TAIPA funded more than the minimum
funding requirements.

8
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2013 2012

Service cost 23,176$         35,029$        
Interest cost 149,550         164,122        
Expected return on MRVA (189,615)       (171,865)       
Amortization of net actuarial loss (gain) 105,533         107,435        
Net periodic benefit cost 88,644$        134,721$

2013 2012
The status of the Plan for the year ended December 31:

Change in benefit obligation
Benefit obligation at beginning of year 4,085,856$    3,915,390$   
Service cost 23,176           35,029          
Interest cost 149,550         164,122        
Actuarial loss (gain) (377,121)       200,022        
Benefits paid (266,405)       (228,707)       
Benefit obligation at end of year 3,615,056      4,085,856     

Change in plan assets
Fair value of plan assets at beginning of year 3,026,969      2,638,653     
Actual return on plan assets 412,273         352,183        
Employer contributions 264,840         264,840        
Benefits paid (266,405)       (228,707)       
Fair value of plan assets at end of year 3,437,677      3,026,969     

Funded status at end of year (177,379)$     (1,058,887)$

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, 2013 and 2012

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2013 2012
Amounts recognized in the statement of financial position

as of December 31:

Noncurrent liabilities 177,379$      1,058,887$

Accumulated net loss (gain) 617,814$      1,301,057$

Net loss (gain) (105,533)$     (107,435)$     
Other adjustments 22,070           -                
New actuarial losses (599,779)       19,704          

(683,242)$    (87,731)$

Weighted average assumptions used to develop benefit obligations were:

Discount rate 4.75% 3.75%
Rate of compensation increases 3.00% 3.00%

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

Discount rate 3.75% 4.50%
Expected return on plan assets 6.25% 6.50%
Rate of compensation increases 3.00% 3.00%

The accumulated benefit obligation for the defined benefit pension plan was $3,562,308 and
$3,969,420 as of  December 31, 2013 and 2012, respectively.

Employer contributions expected to be paid during the year ending December 31, 2014 is $187,881.

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 $31,631.

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, 2013 and 2012

NOTE B - EMPLOYEE BENEFIT PLANS - Continued

2013 2012
Equity securities 59.9% 51.4%
Debt securities 37.5% 45.4%
Cash 2.6% 3.2%

100.0% 100.0%

Fiscal year
beginning

January 1, 2014 263,898$       
January 1, 2015 254,331         
January 1, 2016 251,506         
January 1, 2017 248,616         
January 1, 2018 242,012         
January 1, 2019-2023 1,170,222      

Total 2,430,585$

NOTE C - COMPENSATED ABSENCES

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, 2013 and 2012, 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 $21,153 and $20,446 has been recorded in the accompanying statements of
financial position as of December 31, 2013 and 2012, respectively.

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, 2013 and 2012, were as follows:

11
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TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE D - LEASE COMMITMENTS

67,909$         
72,725           
74,810           
75,487           
18,770           

-                
309,701$

NOTE E - DEFERRED LEASE BENEFIT

NOTE F - LINE OF CREDIT

TAIPA renewed a bank line of credit totaling $300,000, on September 12, 2013. Interest, calculated
at the bank's prime rate, is payable monthly. At December 31, 2013, there was no outstanding
balance on the line, and there were no borrowings on the line of credit during the years ended
December 31, 2013 and 2012. The line of credit matures on September 11, 2014.

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, 2013 are as follows:

December 31, 2015
December 31, 2016
December 31, 2017
December 31, 2018

Lease expense for operating leases were $107,755 and $175,094 for the years ended December 31,
2013 and 2012, respectively.

Thereafter

Ending
December 31, 2014

12
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Governing Committee
Texas Automobile Insurance

Austin, Texas
April 28, 2014

REPORT OF INDEPENDENT CERTIFIED PUBLIC
ACCOUNTANTS ON SUPPLEMENTAL INFORMATION

Our audit was made for the purpose of forming an opinion on the financial statements 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 1,150,900$   1,300,300$   (149,400)$     
Interest income 675               -                675               
Assessment penalties 5,656            -                5,656            

Total Revenues 1,157,231     1,300,300     (143,069)       

Expenses
Salaries 372,100        371,700        (400)              
Employee benefits & other insurance 163,844        375,600        211,756        
Rent 96,848          71,900          (24,948)         
Telephone/internet access 9,766            8,100            (1,666)           
Property taxes 1,166            2,200            1,034            
Professional services

Legal 48,588          117,500        68,912          
Audit 19,954          22,600          2,646            
Systems consultants 38,816          104,200        65,384          
Consultants - other 19,845          29,400          9,555            
Actuary 28,372          55,400          27,028          

Depreciation and amortization 14,378          13,700          (678)              
Postage & shipping 21,453          26,400          4,947            
Office equipment & supplies 18,440          22,200          3,760            
Printing & stationary 1,419            2,000            581               
Governing Committee 20,264          27,600          7,336            
Computer supplies 8,237            10,300          2,063            
Operation Sub-committee 5,011            6,000            989               
Employee meetings, seminars & travel 10,436          16,000          5,564            
Other 8,537            8,500            (37)                
Staff expense 2,329            3,600            1,271            
Dues, subscriptions & publications 1,781            1,900            119               
Producer Review -                3,500            3,500            

Total Operating Expenses 911,584        1,300,300     388,716        

Other expenses
Pension minimum liability adjustment 683,242        -                683,242        

683,242        -                683,242        

Change in Unrestricted Net Assets 928,889$     -$              928,889$

TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION
SUPPLEMENTAL INFORMATION

COMPARISON OF REVENUES AND EXPENSES VERSUS BUDGET
For the Year Ended December 31, 2013

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, 2013, and have issued our report thereon dated April 28, 2014. 
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 January 16, 2014, 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.

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. 
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There have been no initial selection of accounting policies and no changes in significant accounting policies or 
their application during 2013. 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.  No uncorrected financial statement misstatements were 
identified.

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. There were no material 
misstatements identified as result of our audit procedures. 

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 28, 2014.  
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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 28, 2014
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TAIPA Governing Committee Meeting    
March 21, 2014 
 

TAIPA GOVERNING COMMITTEE MEETING MINUTES 
MARCH 21, 2014 AT 9:00 AM 

OMNI AUSTIN HOTEL SOUTHPARK 
 
ATTENDEES: 
 
 MEMBERS:   

Mary Carol Awalt, Public Member 
Bill Brooks, Texas Farm Bureau Casualty  
George Cooper, State Farm (Via telephone) 
Kevin Curry, Travelers (Via telephone) 
Terry Fain, Public Member 
Pete Hamel, Producer Member 
Carmelita Hogan, Public Member 
Becky Jackson, Public Member 
Dick Lonquist, Public Member 
Corise Morrison, USAA 
Kit Morris, Producer Member 
Thomas Rolling, Farmers (Chair) 
Fred Strauss, Allstate  
David Weber, Hochheim Prairie 

 
 COUNSEL:  

Michael Jones, Thompson, Coe, Cousins & Irons 
  

 TAIPA STAFF:   
  James Langford (Association Manager) 

Nicole Morgan (Minute Taker) 
Stacy Midkiff 

 
 OTHERS: 

Marianne Baker, TDI 
Doug Beck, Farmers (Via telephone) 
Margery Lohmar, MetLife Auto & Home (Via telephone) 
John Lusardi, Universal Casualty (Via telephone) 
Ramon Montalvo, Producer Member Alternate 
David Nardecchia, OPIC 
Anne O’Ryan, AAA Texas & Interinsurance Exchange 
Mark Worman, TDI 

 
ITEM 1: CALL TO ORDER 
 

Fred Strauss called the meeting to order at 9:02 AM.  
 
Introductions were made. 
 

1 
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ITEM 2: READING OF ANTI-TRUST STATEMENT 
 

James Langford read the Anti-Trust Statement: 
 “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 following slate of officers to 
serve in 2014-2015: 

• Chair: Thomas Rolling 
• Vice Chair: Bill Brooks  
• Second Vice Chair: Dick Lonquist 
• Secretary: George Cooper 

 
It was moved by Pete Hamel and seconded by David Weber to: 

“Accept the nominations submitted by the Nominating Committee.” 
 
It was moved by Corise Morrison and seconded by Kit Morris to: 

“Close the nominations.” 
The motion carried unanimously. 
 
The motion to accept the slate submitted by the Nominating Committee carried 
unanimously. 

 
ITEM 4: RECOGNITION OF FRED STRAUSS’S SERVICE TO TAIPA 
 

Fred Strauss was thanked for his service as Chair from 2012-2013 and was presented 
with a plaque of appreciation. 

 
ITEM 5: RECOGNITION OF CAROL BERTHOLD’S SERVICE TO TAIPA 
 

Carol Berthold was thanked for her service as a Governing Committee member from 
1992-2013. A plaque of appreciation will be sent to her. 

 
ITEM 6: REVIEW AND APPROVAL OF THE MINUTES OF THE NOV. 8, 2013 MEETING (EXHIBIT 1) 
 

It was moved by Fred Strauss and seconded by Dick Lonquist to: 

2 
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 “Approve the minutes of the November meeting.” 
The motion carried unanimously. 

 
ITEM 7: MANAGER’S REPORT 
 

A. APPLICATION COUNT UPDATE 
 

a. YEAR END 2013 (EXHIBIT 2) 
 

James Langford stated TAIPA received 5,140 applications in 2013, compared to 
6,324 in 2012, which is a decline of about 19%. 

 
b. AS OF FEBRUARY 2014 (EXHIBIT 3) 

 
James Langford stated TAIPA received 377 applications in February 2014, compared 
to 501 in February 2013. Comparing applications received year-to-date in 2013 
versus 2014, there is a decline of about 21%. At this point, TAIPA estimates it will 
receive 3,670 applications in 2014. 

 
B. FINANCIAL UPDATE 

 
a. YEAR END 2013 (EXHIBIT 4) 

 
James Langford stated TAIPA ended 2013 about 30% under-budget, including the 
year-end adjustments for pension, vacation accrual, and deferred lease payments. The 
biggest change to the financials is that the pension liability decreased again this year, 
so our financials now show a net asset instead of a deficiency. The decrease in the 
pension liability is mainly due to a change in the discount rate and a better than 
expected return on assets. TAIPA also chose to fund the pension at a higher amount 
than required in 2013. The items that were over-budget at year-end were explained. 
 
It was asked if TAIPA will continue to fund the pension at a higher amount than 
required. TAIPA has budgeted to continue funding at the same amount in 2014, as we 
are not actually fully funded yet. 
 
b. AS OF JANUARY 2014 (EXHIBIT 5) 

 
James Langford stated TAIPA expected to be at 8.3% of the budget used at the end of 
January and is slightly under-budget at 7.9%. The items that are over-budget were 
explained. At this point, we estimate TAIPA will end 2014 about 1% under-budget, 
although this is very preliminary. 

 
C. APPLICATION SYSTEM UPDATE 

 
James Langford stated AIPSO completed the initial programming of the EASi 2.0 system 
in October 2013. TAIPA staff did in-depth testing from October to December. TAIPA 
turned in 165 “tickets”, which range from minor issues like rewording questions or 

3 
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making fields mandatory to major issues like correcting rating classification logic. 
AIPSO reviewed the tickets and broke them down into the following categories: 

• 18% cannot be fixed, as they would require changes to the countrywide model 
• 36% have already been fixed 
• 46% still need to be fixed 

AIPSO believes they can have most of the remaining tickets corrected and available for 
retesting in their May and July deployments. However, some of the remaining tickets 
may be “bigger than a breadbox” and will require separate review by AIPSO so that they 
can determine when those tickets will be corrected. At this point, the target launch date is 
fourth quarter 2014. 
 
Currently, EASi 2.0 is only for Private Passenger. AIPSO has started a Commercial EASi 
2.0 Regional Team for those states that are interested in being involved in the creation of 
the commercial platform. Nicole Morgan is participating on TAIPA’s behalf. 
 
TAIPA and AIPSO are finalizing the customizations needed for the APS system, and 
programming on APS will begin after that. The target launch date is fourth quarter 2014, 
although this is a preliminary estimate. 
 
One of the reasons TAIPA needed to upgrade their system is that the current APS only 
works with Microsoft XP, which will no longer be supported after April 2014. Because 
the new APS will not be ready by then, TAIPA has purchased StorageCraft imaging 
software so that an image can be taken of every computer. The images will be used in the 
event a computer needs to be restored after XP is discontinued. 
 
It was asked if TAIPA has any issues with the tickets that AIPSO says cannot be fixed. 
TAIPA can use manual workarounds for these tickets, so there is nothing that is a 
“showstopper”. 

 
D. CONFLICT OF INTEREST POLICY 

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

 
ITEM 8: STRATEGIC PLANNING SUBCOMMITTEE REPORT 
 

A. CURRENT STAFFING 
 
Dick Lonquist stated the subcommittee met in January. James Langford reported to them 
that TAIPA is adequately staffed, with five full-time employees and a part-time manager. 
 

B. 2014 RECOMMENDATIONS 
 
Dick Lonquist stated major steps were taken to reduce TAIPA’s expenses in 2012 and 
2013, including a voluntary staff reduction program and moving to a smaller location. 
Based on James Langford’s recommendation, the subcommittee does not recommend any 
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action in 2014. They will continue to meet annually to determine if action should be 
taken, but it’s important to note that there are certain statutory requirements that have to 
be met regardless of application volume. 

 
C. ENTERPRISE RISK MANAGEMENT 

 
Dick Lonquist stated the subcommittee discussed the need for enterprise risk 
management, specifically disaster recovery. They recommend that either the Strategic 
Planning Subcommittee or the Operations Subcommittee review this, making sure that 
contingencies are in place and key processes are documented. The Governing Committee 
agreed by consensus to have the Strategic Planning Subcommittee review enterprise risk 
management, and that they be given the latitude to ask other subcommittees for help if 
necessary. The Strategic Planning Subcommittee will meet sometime in the second 
quarter, so that they can make a recommendation at the August Governing Committee 
meeting. 

 
ITEM 9: OPERATIONS SUBCOMMITTEE REPORT  
 

A. OVER/UNDER REPORT (EXHIBIT 6) 
 
Bill Brooks stated there are no new noteworthy items to discuss on the current 
Over/Under Report.  

 
B. CHANGES REQUIRED TO IMPLEMENT “MANDATORY EASI” 

 
a. TRANSITION PROCEDURE (EXHIBIT 7) 

 
Bill Brooks stated TAIPA plans to make electronic submission of applications 
mandatory, in conjunction with EASi 2.0. Sixty to ninety days prior to 
implementation, TAIPA will notify producers by posting an announcement on the 
TAIPA website, sending a newsletter to everyone on the TAIPA email list, and 
including a flyer with any correspondence sent to producers. Pete Hamel has also 
agreed to talk to IIAT to see if they will inform their members. After implementation, 
if a producer were to submit a non-EASi application, it would be returned to the 
producer to submit through EASi, and the producer would receive a violation. This 
would not penalize the applicant, though, as TAIPA has a process in place to capture 
the effective date of the paper application. The producer has twenty days to submit 
the EASi application. In addition, this process will allow TAIPA to work with the 
producers to determine why they aren’t utilizing the EASi system. 
 
It was asked if TAIPA will keep a record of paper applications that are returned for 
submission through EASi. TAIPA will keep a copy of the application, as well as the 
payment. Once TAIPA receives the submitted EASi application, it will be sent to the 
assigned company along with the check. If the producer does not submit the 
application through EASi within twenty days, TAIPA will send the copy of the paper 
application and check to the assigned company. 
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It was asked if there would be a lapse in coverage for paper applications that are 
returned for submission through EASi. There would not be, as TAIPA would honor 
the date the paper application is to be effective, the day after receipt. 

 
b. CHANGES TO PLAN OF OPERATION (EXHIBIT 8) 

 
Bill Brooks stated TAIPA will need to make changes to the Plan of Operation and 
Producer Certification Manual, as part of making EASi mandatory.  
 
It was moved by Bill Brooks and seconded by Fred Strauss to: 

“Adopt the transition process and amendments to the Plan of Operation and 
Producer Certification Manual, and to authorize James Langford to proceed with 
TDI approval on the Plan of Operation updates.” 

The motion carried unanimously.  
 

c. CHANGES TO PRODUCER CERTIFICATION MANUAL (EXHIBIT 9) 
 

This item was addressed during 9.B.b. 
 
ITEM 10: AUDIT/FINANCE COMMITTEE REPORT 

 
A. AUDIT ENGAGEMENT LETTER (EXHIBIT 10) 

 
It was moved by Dick Lonquist and seconded by Kit Morris to: 

“Authorize Dick Lonquist, James Langford, and Nicole Morgan to execute the 
engagement agreement for the 2013 audit.” 

 
It was asked if the price increased this year. It did increase, but only about $1,000, which 
TAIPA felt was reasonable. 
 
The motion carried unanimously.  

 
ITEM 11: REPORT OF COUNSEL 

 
A. TAIPA RATES 

 
Michael Jones stated he and Mike Miller were tasked with developing an alternative 
ratemaking strategy for Private Passenger, as the TAIPA data is no longer credible due to 
decreasing volume. Mike Miller’s proposal is to use a process similar to Commercial 
rates, wherein we would use ISO loss costs and would apply a factor to them to account 
for TAIPA business being riskier. Mike Miller is also looking into if the loss cost could 
be created without the ISO data. TDI is amenable to discussing the options with TAIPA. 
 
The Governing Committee agreed by consensus to create a task force to provide 
oversight and guidance to Mike Miller and Michael Jones during the process. It is asked 
that those with industry expertise or other relevant knowledge volunteer to serve on the 
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Private Passenger Commercial

EASi Applications 280 19
Paper Applications 26 2

Total Applications Received 306 21

Applications Assigned 278 18

Applications Suspended 27 3
Applications Rejected 1 0

Applications Deficient 33 4
Applications with SR-22s 92 0

462
327

Private Passenger Commercial

EASi Applications 2067 200
Paper Applications 130 43

Total Applications Received 2197 243

Applications Assigned 2020 219

Applications Suspended 174 22
Applications Rejected 3 2

Applications Deficient 246 36
Applications with SR-22s 604 0

3,189
2,440

-23.49%

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: 8,725
1997: 95,461 2004: 47,434 2011: 7,364
1998: 55,041 2005: 31,517 2012: 5,898
1999: 47,108 2006: 23,634 2013: 4,708

YTD Percent Change from July 2013 to July 2014:

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

Monthly Total (July 2014)

Total Applications Received in July 2013:
Total Applications Received in July 2014:

Year to Date Total (as of July 2014)

Total Applications Received YTD (as of July 2013):
Total Applications Received YTD (as of July 2014):

Application Assignment History*
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ASSETS

Current Assets                                                                                                                                                                                                                                              
Cash and cash equivalents 659,330$         
Accounts receivable 72,250             
Prepaid expenses 43,158             

            Total current assets                                                                                                                                                                                                          774,738           

Property and Equipment
Furniture and equipment                                                                                                                                                                                                               38,921             
Computer equipment                                                                                                                                                                                         23,660             
Leasehold improvements 50,007             
Computer software 9,858               

122,447           
Less accumulated depreciation 81,019             

41,428             

            Total assets                                                                                                                                                                                                           816,166           

LIABILITIES AND NET ASSETS

Current Liabilities                                                                                                                                                                                                                                      
Accounts payable 6,388               
Accrued vacation 21,153             
Accrued payroll liabilities 16,947             
Deferred revenue 500,171           

            Total current liabilities                                                                                                                                                                                                 544,660           

Other Liabilities                                                                                                                                                                                                                                    
Accrued pension benefit costs 177,379           
Deferred lease benefit 36,880             

            Total other liabilities                                                                                                                                                                                                 214,259           

Net (Deficiency) Assets
Unrestricted 57,247             

            Total net assets                                                                                                                                                                                                 57,247             

            Total liabilities and net assets                                                                                                                                                                                               816,166$         

Statement of Financial Position
As Of June 30, 2014

Unaudited

Texas Auto Ins. Plan Assoc.

Exhibit 4, Page 3



Changes in unrestricted net assets
Current

YTD
Member assessments 500,129$            
Interest income 406                     
Assessment penalties 5,828                  

Total revenues 506,363              

Expenses
Salaries and related expenses 369,911              
Occupancy expenses 58,353                
Professional Services 65,525                
Depreciation & amortization 6,456                  
Postage and delivery 10,407                
Office supplies and expense 9,947                  
Governing committee 8,293                  
Computer supplies & expenses 6,812                  
Operation Sub-committee 1,000                  
Staff education & seminars 5,544                  
Miscellaneous 1,723                  
Staff expense 1,716                  
Dues and subscriptions 748                     

Total operating expenses 546,436              

Other revenues (expenses)

Total other revenue expenses -                          

Increase (decrease) in unrestricted net assets (40,073)               

Net assets (deficiency) at beginning of year 97,320                

Net assets (deficiency) as of June 30, 2014 57,247$              

Texas Auto Ins. Plan Assoc.
Statement of Activities

For the period ended June 30, 2014
Unaudited
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TAIPA    TEXAS AUTOMOBILE INSURANCE PLAN ASSOCIATION 

ADMINISTRATION CITYVIEW  BLDG. 3 • 1120 S. CAPITAL OF TEXAS HWY., STE. 105  •  AUSTIN, TX  78746-6464 

P.O. BOX 162890  •  AUSTIN, TX  78716-2890 

TEL. 512/444-4441  •  FAX 512/444-7368 

http://www.taipa.org 

 

2015 SCHEDULED GOVERNING COMMITTEE MEETING DATES 

 

 

 

Friday, March 27, 2015 

Austin Marriott South  

 

 

Friday, August 21, 2015 

Held by teleconference 

 

 

Friday, November 20, 2015 

Austin Marriott South  
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