Senate Bill 425, Overview. The law:
· Defines “certificates of insurance” and describes the types of documents that are regulated. 

· Requires the Texas Department of Insurance to accept filings for and approve certificates of insurance to be used for risks located in the state. ACORD and other standard forms must be filed with TDI but are deemed approved on the date the forms are filed. 

· Prohibits agents and insurers from issuing a certificate of insurance or any similar document unless the form has been filed with and approved by TDI. 

· Prohibits agents and insurers from issuing a certificate or similar document that alters, amends or extends the coverage or terms and conditions provided by the insurance policy referenced on the certificate or document. 

· Prohibits certificate holders from requiring an agent or insurer or policyholder to issue a certificate or document that has not been approved by TDI or that contains any false or misleading information concerning the insurance policy to which it refers. 

· Gives TDI the power to investigate complaints and allegations of specific violations of the law, and requires insurers, agents, policyholders, or certificate holders to immediately provide information requested by TDI. 

· Gives TDI the power to enforce violations of the law and regulations against agents and insurers by issuing a cease and desist order, seeking an injunction, or imposing fines up to $1,000 for each violation and other penalties including license revocation. 

· Gives the Commissioner of Insurance the power to enforce violations of the law against certificate holders by asking the attorney general to bring a civil suit for injunctive relief to restrain a person from continuing a violation or threat of violation, or to recover a civil penalty of up to $1,000 for each violation. 

Definition of Certificate of Insurance. A document (including an electronic record) that is executed by an insurer or agent and issued to a third party as a statement or summary of property or casualty insurance coverage. The term does not include an insurance binder or policy form. 

Applicability of the Law. The law applies to certificates of insurance issued after January 1, 2012, on property or casualty operations or a risk located in Texas, regardless of where the certificate holder, policyholder, insurer, or agent is located. Since the law applies only to certificates issued after January 1, 2012, agents are not required to re-issue certificates issued prior to that date. (Note: If a Texas agent issues a certificate of insurance on operations or a risk located in another state, that state may have its own law regulating certificates of insurance and the agent will need to verify the specific state laws and regulations.). The law does not apply to:
· Evidence of property insurance required by a lender 

· Certificates issued under group or individual life or health insurance policies 

· Standard proof of motor vehicle liability insurance 

Prohibitions in the Law – Agents and Insurers. Under the law, agents and insurers may not:
· Issue a certificate unless the form has been filed with and approved by TDI. 

· Alter or modify a certificate form approved by TDI unless the alteration or modification is approved by TDI. 

· Issue a certificate that alters, amends or extends the coverage or terms and conditions provided by the insurance policy referenced on the certificate. 

· Issue a certificate that contains a reference to a legal or insurance requirement contained in a contract other than the underlying contract of insurance or endorsement to the insurance policy. 

Prohibitions in the Law – Certificate Holders and Others. Under the law, certificate holders and others may not:

· Require the issuance of a certificate by an insurer, agent or policyholder unless the form has been filed with and approved by TDI. 

· Require the issuance of a certificate by an insurer, agent or policyholder that contains any false or misleading information concerning the insurance policy to which the certificate refers. 

· Require an agent or insurer, either in addition to or in lieu of an approved certificate form, to issue any other document or correspondence that is inconsistent with the law. 

Certificate Filing and Approval Requirements. The law contains specific requirements for certificates and forms filed for TDI approval, including:

· An ACORD form or standard certificate form promulgated by ISO or AAIS must be filed but is deemed approved on the date the form is filed. ACORD and ISO have filed forms with TDI that are now deemed approved. 

· The form must contain the phrase “for information purposes only” or similar language. If the form does not contain that phrase, TDI may approve the form if the form states that the form does not confer any rights or obligations other than the rights and obligations conveyed by the policy referenced in the form, and that the terms of the policy control over the terms of the certificate. 

· A filed form is deemed approved 60 days after the date the form is filed unless TDI approves or disapproves the form during the 60-day period. TDI may extend by not more than 10 days the 60-day period. 

· TDI must disapprove a form or withdraw approval of a form if the form (1) contains a misleading or deceptive provision, title or heading, (2) violates public policy, (3) violates state law, (4) requires an agent or insurer to certify insurance coverage that is not available in the line or type of insurance coverage referenced in the form, or (5) requires TDI to make a coverage determination. 

Effect of Approved Form. The law contains the following statements regarding the effect of approved forms:

· A certificate is not a policy of insurance and does not amend, extend, or alter the coverage afforded by the referenced insurance policy. 

· A certificate shall not confer to a certificate holder new or additional rights beyond what the referenced policy or any executed endorsement provides. 

· A certificate may not contain a reference to a legal or insurance requirement contained in a contract other than the underlying contract of insurance or endorsement to the insurance policy. 

· A person may have a legal right to notice of cancellation, nonrenewal or material change or any similar notice only if (1) the person is named within the policy or an endorsement to the policy, and (2) the policy or endorsement, or a state law or rule, requires notice to be provided. 

Fair Warning to Certificate Holders. The law makes the following statement regarding certificates issued in violation of the law: “A certificate of insurance that is executed, issued, or required and that is in violation of this chapter is void and has no effect.” Certificate holders are thus given fair warning that statements on a certificate that prove to be contrary to the coverage or conditions actually provided by the insurance policy are not enforceable against the agent or insurer who issued the certificate. Certificate holders must perform their own due diligence when requesting or requiring specific coverages or conditions.

