BILL ANALYSIS

H.B. 1047

By: Sheets

Insurance

Committee Report (Unamended)

BACKGROUND AND PURPOSE

Interested parties assert that bail bonds are an effective means of balancing the interests of those
accused of crimes who do not wish to be locked up while under a presumption of innocence and
the interests of prosecutors who wish to ensure that the accused appear in court to answer
criminal charges. Commercial bail bond agents typically charge a service fee equal to a
percentage of the bond because they ultimately are liable for payment of the bond. In the event
an agent is unable to pay a forfeited bond, the agent usually relies on a bail bond insurer to pay
the bond. Current law does not require such insurers to maintain unearned premium reserves
because all bail fees and premiums are fully earned at the bond's inception. Thus, a bail bond
insurer records and remits taxes only on the actual premiums collected or receivable. Interested
parties contend that imposing new requirements for substantial unearned premium reserves or
that base taxes on gross bail bond service fees would place significant financial burdens on bond
insurers. H.B. 1047 seeks to clarify the financial requirements affecting bail bond insurers by
clarifying the taxability of premium receipts or service fees in order to continue the effective
issuance of bail bonds.

RULEMAKING AUTHORITY

It is the committee's opinion that this bill does not expressly grant any additional rulemaking
authority to a state officer, department, agency, or institution.

ANALYSIS

H.B. 1047 amends the Insurance Code to establish that a surety company is not required to
maintain an unearned premium reserve for a bail bond executed or delivered by the company.
The bill authorizes direct written premium reported by a surety company in a financial statement
filed with the Texas Department of Insurance (TDI) to be calculated excluding any premiums or
service fees retained by a licensed bail bond surety or by a property and casualty agent in
connection with the execution or delivery of a bail bond and excludes premiums or service fees
retained by a licensed bail bond surety or by a property and casualty agent in connection with the
execution or delivery of a bail bond from the premium receipts used to determine the taxable
premium receipts of the bail bond surety or agent. The bill requires a surety company that
executes or delivers a bail bond in Texas to disclose in the company's financial statement filed
with TDI the aggregate amount of gross premium for bail bond business reported in the
company's surety line of business, premium or service fees retained by the bail bond surety or
agent, and premium for bail bond business received by the company, net of amounts retained by
the bail bond surety or agent.

EFFECTIVE DATE

September 1, 2013.
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