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The Honorable Dan Morales 
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P.O. Box 12548 , 
Austin, TX 78711 

Dear General Morales: 

Sectim 2(a) of Artide 2L46A provides: 

(a) NoLmdershrll~afeeofoverTenDollars(S10.00)for~wrbstitntionbythe 
Bornxvzr of au kunauce policy for XKuher blSUlUCpliCyStilliIldiedOrrequire~Y 
feeforthefumis%gbytheBomxverofao iosurance policy for a0 existing policy upon 
termktionoftkexistiqpolicy,wbensuch il?smmcpolicyisprwidedthnJughau 
-compmydulyli~todobusinssintbeStateofTexaspmsuanttothe 
plWiaialsoffhis~Code. 

Section 2 (e) of Article 21,48A ~8s added by Section,ll31, Chapter 242, Acts of tbe 
72nd Legislature, Regular Won, 1991. That subsection provides: 

(e)Uponthesaleortransfcrofitsownershipidcrwtinrealorpersonalproplty,aLender 
isrmbjedtothepaymentofasubstitutionfEessdescribedinSection2(a)ofthisstide 
and the lender may not, dinctly or Wrectly charge the &rower for such .substitUioo 
fee. 

Does the new subsection a~thorlze an insurance agent to collect the substitution f& from a leader if the 
lender sells tk mortgage in the secondary mortgage market and requests an endorsement reflecting the 
change in the identity of the mortgage holder from dx agent? I understand that the ProfessionsI Insurance 
Agents Association has suggested that the subsection does authorize the collection of the fee under those 
circunlstances. 
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In analyzing this qucstion, you may with to consider new Ardcle 21.35B. Insurxu Code, added by 
Section 11.17, CUpter 242, Acts of the 72nd Legislature, Regular Session, 1991, which provides: 

Art. 21.35B. PERMISSIBLE PAYMENTS. (a) No payment may be solicited or 
cdlected by au insurer, its agent, or sponsoring organization in connection with an 
application for Insurance or the issuance of a policy other than premiums, taxes, fkance 
charges, policy fees, agent fees, service. fees, inspection fees, or membership dues in a 
sponsoring organization. (b) Cdminal penalties forvfolation of this ardcle arc as provided 
for under Se&on 12, Article 21.49-1 of this code. 

Thank you for your assistance with this matter. 

Robert E.ckels 


