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State of Idaho
DEPARTMENT OF INSURANCE

700 West State Street, 3rd Floor
P. O. Box 83720
Boise, Idaho 83720-0043
Phone (208)334-4250

FAX (208)334-4398

October 17, 2005

Honorable Dirk Kempthorne
Governor, State of Idaho
Statehouse

Boise, ID 83720

Dear Governor Kempthorne:

As Director of the Department of Insurance, | am pleased to submit to you the Department’s Annual Report for the
calendar year 2004, as required by Section 41-216, Idaho Code. The statistics in this report are compiled from the
December 31, 2004 annual statements filed with the department by insurance companies licensed in Idaho.

By fairly enforcing the insurance laws of Idaho, the department continues to protect the rights of consumers while
providing a healthy environment for companies doing business in our state. | wish to acknowledge and commend
the outstanding efforts of the employees of the Department of Insurance on behalf of the citizens of our state.
Thank you, Governor, for your continued strong support of our department.

Respectfully Submitted,

Ly L it

Gary L. Smith
Director
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Administration

Department of Insurance
Mission Statement

The mission of the
Department of Insurance is
to equitably, effectively
and efficiently adwminister
the 1daho insurance Code
and the International Fire
Code.

Main Office:

700 W. State Street

P. O. Box 83720

Boise, ID 83720-0043
Phone: 208-334-4250

Fax Numbers:

DOI: 208-334-4398

SHIBA: 208-334-4389

Fire Marshal: 208-334-4375

Regional Offices:
SHIBA Regional Office
1445 Filmore, Suite 1104
Twin Falls, ID 83301
1-800-488-5731

Fax: 208-736-4714

Fire Marshal Regional Office
1820 E. 17th Street, Suite 365
Idaho Falls, ID 83404

Fire Prevention: 208-525-7022
Fax: 208-525-7066

Fire Investigation: 208-525-7209
Fax: 208-525-7212

Consumer Affairs/SHIBA Regional Office
611 Wilson Street, Suite 3A

Pocatello, ID 83201

Consumer Affairs: 208-236-6411
SHIBA: 1-800-488-5764

Fax: 208-236-6351

Fire Marshal Regional Office
Lewiston, ID 83501

Fire Prevention: 208-799-5024
Fax: 208-799-5155

Consumer Affairs/SHIBA/Fire Marshal Regional Office
2005 Ironwood Parkway, Suite 143

Coeur d’Alene, ID 83814

Consumer Affairs: 208-666-6850

Fire Marshal (investigation): 208-769-1447

SHIBA: 1-800-488-5725

Fax: 208-666-6767

Consumer Assistance Helpline
1-800-721-3272

Senior Health Insurance (SHIBA) Helpline
1-800-247-4422

Website: http://www.doi.idaho.gov
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Summary of Legislative Changes Enacted in 2004
Impacting the Department of Insurance or the
Insurance Industry

Department of Insurance Legislation

HB 487 - Deletes requirements that insurers’ reports of material acquisitions be filed with the
National Association of Insurance Commissioners (NAIC).

HB 488 - Changes the examination period of the State Insurance Fund from once every three years
to once every five years.

HB 489 - Increases the amount of health insurance deductible that can be self-funded without need
for registration with the Department of Insurance as a self-funded health plan.

HB 490 - Requires that Surplus Lines insurers give the Department of Insurance timely notice of
changes to address, name or domicile.

HB 491 - Clarifies that the director can re-suspend an insurer’s certificate of authority after the initial
one-year suspension period.

HB 492 - Changes the number of copies of articles and bylaws required to be filed to apply for a
certificate of authority.

HB 493 - Requires that a statutory deposit be held in Idaho or the insurer’s state of domicile and
repeals the extra $25,000 deposit requirement for workers’ compensation insurers.

HB 494 - Amends the prohibition against using deceptively similar names to include surplus lines
and other insurers that are not required to have a certificate of authority.

HB 495 - Allows the director to specify the place and manner of filing of any document required to be
filed with the Department of Insurance, including electronic filing.

HB 496 - Adopts the NAIC model law regarding the minimum nonforfeiture rate for annuities and
provides issuers until January 1, 2006 to comply with the law.

HB 497 - Specifies the edition of the NAIC accounting manual to be used by insurers and allows the
director to adopt later revisions by bulletin, order or rule.

HB 499 - Adds the requirement that stock insurers file copies of amendments to bylaws with the
Department of Insurance.

HB 514 - Supplemental appropriation for the Department of Insurance.

HB 735 - FY 2005 appropriation for the Department of Insurance.

Other Legislation

HB 512 - Amends existing law to provide that a member insurer of the Idaho Insurance Guaranty
Association may offset against its premium tax liability the assessment imposed for obligations of
the Idaho Insurance Guaranty Association and to provide for deposit of certain refunds to the state
General Fund.

HB 567 - Amends existing law to remove the limitation on the amount of premiums for long-term care
insurance that qualifies for the credit against income taxes.
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HB 618 - Amends existing law to provide that a domestic reciprocal insurer with fewer than seven
subscribers that insures only workers’ compensation risk and that only issues fully assessable policies
shall not be defined as a property and casualty insurer.

HB 619 - Amends existing law relating to certain health insurance premium rates to remove sunset
provisions and to delete language requiring a review and report by the director of the Department of
Insurance.

HB 620 - Amends code to eliminate the restriction on the sale of voluntary group life insurance policies for
employee groups, labor union groups, trustee groups and dependents’ coverage.

HB 622 - Amends existing law relating to the Idaho Petroleum Clean Water Trust Fund to provide that a
majority of the board members shall constitute a quorum for the transaction of all business; to remove
language requiring a majority vote for board actions; to provide that specified conflict of interest provisions
shall be applicable to board members; to provide that the board and its employees shall not be personally
liable in a private capacity for or on account of certain acts or contracts; and to provide that actions
against the board shall be subject to the Idaho Tort Claims Act.

HB 658 - Adds to existing law to adopt the Long-Term Care Partnership Program; to define terms; to
specify the operation of the program; to establish the provisions of asset disregard; to specify terms of
eligibility; to provide administration by the Department of Health and Welfare with participation by the
Department of Insurance; to provide notice requirements; and to provide that the law becomes effective
when necessary federal repeal of restrictions occur.

HB 724 - Amends and repeals existing law to revise the rate of the premium tax and to revise the
percentage of assets required for reduced premium taxes.

HB 803 - Changes to make High Risk Pool plans eligible for Trade Adjustment Act tax credits. Amends
law relating to insurance to provide that the pre-existing condition limitation shall not apply to certain
individuals; to further define “eligible individual”; to provide that certain persons shall be eligible for health
benefit plans; and to provide that certain limitations and requirements shall not apply if such persons have
maintained creditable health insurance coverage for a specified period of time.

HB 808 - Adds to and amends existing law to set forth requirements and limitations for insurers offering
health care policies that do not meet the definition of managed care plans and to revise the definition for
“managed care plan.”

HB 812 - Health Insurance - Reinsurance Pool. (High Risk Pool: Changes to clarify treatment of federally
eligible individuals). Amends existing law relating to Idaho’s reinsurance pool law to provide that health
benefit plans covering eligible individuals shall comply with certain provisions; to revise language regarding
waiving any time period applicable to a pre-existing condition; and to incorporate a portion of the Federal
Health Insurance Portability and Accountability Act of 1996.

HB 828 - Amends existing law to revise the rate of tax on surplus lines and to provide a correct code
reference.

HB 835 - Adds to existing law to provide for the prompt payment of health insurance claims; to define
terms; to provide for interest payments; to provide that insurers are not required to accept an assignment
of payment; to provide exceptions; and to provide penalties.

SJR 106 - Stating findings of the legislature and stating that the legislature is committed to maintaining
the states as the sole regulators of the business of insurance and that the legislature will oppose any
proposed federal law that undermines this state authority.

HJM 17 - Stating findings of the legislature and asking the Congress of the United States to amend federal
law to allow states to enter into long-term care partnerships in the Medicaid program.
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Rules Adopted

Rule No.

Rule 15
IDAPA 18.01.15

Rule 19
IDAPA 18.01.19

Rule 38
IDAPA 18.01.38

Rule 44
IDAPA 18.01.44

Rule 53
IDAPA 18-01-53

Rule 59
IDAPA 18.01.59

Bulletins Issued

Bulletin No.

No. 04-4

No. 04-3

No. 04-2

No. 04-1
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Fingerprinting of Producer License Applicants
Effective 3-20-04

Credit Scoring
Effective 3-20-04

Ridesharing (Chapter Repeal)
Effective 3-20-04

Schedule of Fees and Miscellaneous Charges
Effective 3-16-04

Continuing Education
Effective 3-20-04

Adoption of 2001 CSO Mortality Tables
Effective 3-20-04

Subject

Continuation of Individual Health Coverage for Medicare Eligibles
December 28, 2004

Eligible Surplus Lines Insurer
November 1, 2004
(Rescinds Bulletin 03-4)

Rate of Interest on Deferred Payment of Cash Surrendered Benefits
July 1, 2004
(Rescinds Bulletin 03-2)

Individual Health Insurance - Requirements Relating to Federally Eligible
Individuals
March 2, 2004




Summary of Administrative Actions

Producers (Agents)

Licenses Revoked 13
Licenses Denied 2
Orders with Administrative Penalties 2
Companies
Certificate of Authority Revoked 4
Certificate of Authority Suspended 6
Orders Approving Non-Renewal 4
Orders with Administrative Penalty 2
Orders — Other 13
Market Conduct 5
Workers Compensation Rate Deviation 17

Litigation Pending

Domestic Receiverships
State of Idaho. ex rel Gary L. Smith Department of Insurance v. Old Standard Life Insurance Co.,
Case No. Cv 0C 0401574D

State of Idaho, Department of Insurance v. ePEO Link, Inc., Case No. CV 0C 0401454D

In the Matter of the Liquidation of the Universe Life Insurance Company, Case No. CV 0C 96 01126D

Ancillary Receiverships
State of Idaho, Department of Insurance v. Mission Insurance Company Trust, Case No. 88616

State of Idaho. Department of Insurance v. Fremont Indemnity, Case No. CV 0C 03 09839D

State of Idaho v. Commercial Compensation Casualty Company, Case No. 0C 0303337 D
State of Idaho, Department of Insurance v. PAULA Insurance Company, Case No. CV 0C 04 07354D
State of Idaho, Department of Insurance v. Reliance Insurance Company, Case No. CV 0C 04 05063D

State of Idaho. Department of Insurance v. PHICO Insurance Company, Case No. CV 0C 04 03786D

Actions in Idaho State Court

Employers Resource Management v. State of Idaho, Department of Insurance; Appeal from Administrative
Action, Case No. CV 0C 030558D (Fourth District); Idaho Supreme Court Docket No. 30837

General Fire & Casualty Company v. State of Idaho, Case No. CV 0C 0202637D

Aladdin Bail Bonds v. Idaho Department of Insurance, CV 0C 0402410D
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s:lpport
Services

The Support Services Bureau was established to efficiently consolidate the common services of the
department. The bureau consists of three sections: Fiscal, Information Technology and Purchasing/
Facilities. This consolidation allows the other bureaus/divisions to focus on delivering their services to
Idaho’s citizens and the insurance industry.

The Fiscal Section is responsible for accounts payable and vendor record keeping (matching invoices and
goods/services received), the department mailroom and related accounts receivable in accordance with the
Idaho Code, the annual budget request with all supporting documentation, developing dedicated revenue
forecasts by revenue center, processing cash receipts and disbursements, and managing cash flows and
overseeing budget management. This section is responsible for all financial recordkeeping utilizing the
Office of the Controller’s STARS system, the month-end and year-end accounting entries and all funds
transfers. This section responds to requests for financial information and develops records to account for
all state property in the department’s care and assures its safekeeping.

The Information Technology (IT) Section provides the technology infrastructure, business applications and
technology training and support necessary for the department to fulfill its regulatory role and to provide the
efficiency offsets to an ever-increasing workload. IT ensures that authorized information is available to
department employees, the public and industry. The section must constantly be aware of technological
changes and be able to react to the needs of the department staff and their requirements to support a
technologically sophisticated industry/public for access to the department and its information database.

The Purchasing/Facilities Section provides assistance in the acquisition of materials and services needed
to accomplish program goals and assures that procurement is done in compliance with governing laws,
regulations and policies. In addition, the section provides for the maintenance of our facilities (both local
and remote), assures that the work environment for our employees is properly maintained and that the
department’s phone system is operating effectively and efficiently.
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Department Fund Sources*
For the Fiscal Year Ended June 30, 2005

Premium Taxes 92.2%

Federal Grant
0.2%

Regulatory Fees &
Licenses 7.6%

Premium Taxes, Fines & Penalties $ 81,172,800
Regulatory Fees & Licenses & Interest 6,647,700
Federal Grant 244,400
Total $ 88,064,900

Department receipts totaled over $88 million in FY 05. Taxes on insurance premiums constituted

the largest portion (92.2%) of these receipts, amounting to $81.7 million. Regulatory fees and licenses
of $6.6 million and federal grant funds of $.2 million accounted for the remainder of the FY 05 receipts.
Although premium taxes represent the department’s largest single source of receipts, these dollars are
not utilized to finance department operations. The majority of premium tax proceeds are distributed to
the General Fund to finance other state programs. The balance of the premium tax proceeds are
distributed to the Premium Tax Refund Fund, the Firemen’s Retirement Program, the High Risk
Reinsurance Pool and the Access Card Program.

*Includes the following funds: Insurance Administrative; Arson, Fire, and Fraud Prevention; and
Federal Grant.
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Department Fund Applications
For the Fiscal Year Ended June 30, 2005

bremium Tax | Retroment  HiON Risk
thfamlélms 05:;( 5 0% Reinsurance
ertunas 2.0% : Pool 9.0%

Operating
Expense
6.0%

Increase in
Cash Balance
2.0%

General Fund
(State of Idaho Operations)
73.0%

General Fund

Premium Tax Refunds

Firemen's Retirement (PERSI)
High Risk Reinsurance Pool/Other
Department Operating Expenses
Increase in Cash Balance*

Total

$ 61,671,700
10,296,100

$ _88,064,900_

In FY 05, distributions to the General Fund totaled more than $61.6 million, while distributions
to the Premium Tax Refund, Firemen’s Retirement Program and High Risk Reinsurance Pool
were $5.7 million, $4.2 million and $10.2 million, respectively. The department’s operations are
funded by regulatory fees, licenses and other miscellaneous revenue sources. In FY 05, the
department expended $5.5 million, or 6.0% of its total receipts, to fund department program

operations.

* Combined cash increase for the Insurance Administrative Fund; Fire and Fraud Fund;

and the Federal Grant Fund.
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Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2004

Insurance Administrative Fund

Free Fund Balance, July 1, 2004
Encumbrances as of July 1, 2004
Total Free Fund Balance, July 1, 2004

7,159,400
32,100
7,191,500

86,855,100

Receipts
Premium Taxes $ 81,118,000
Licenses, Permits and Fees 5,668,900
Fines & Penalties 54,800
Other Revenue 13,400
Transfer in from 0348 -

Total Receipts

Total Cash Available

Disbursements
Personnel Costs 3,055,100
Communication Services 71,800
Employee Development 34,100
Other Services (Clerical) 107,800
Professional Services 475,100
Repairs & Maintenance 16,700
Administrative Services 35,900
Data Processing Services 28,500
Employee Travel Costs 67,800
Supplies 72,400
Insurance 1,300
Rental & Operating Leases 241,900
Misc Expend (Investigative; Governmental Overhead) (52,600)
Capital Outlay 92,100

Total Disbursements

Prior Period as of June 30, 2004

Encumbrances as of June 30, 2005

Transfers Out
General Fund 61,671,700
Refund Fund 5,738,600
Firemen's Retirement (PERSI) 4,268,600
Insurance Insolvency Fund 12,300
Other/High Risk Reinsurance Pool 10,296,100

Total Transfers Out

Free Fund Balance, June 30, 2005

94,046,600

(4,247,900)

31,000
75,200

(181,987,300

7,705,200
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2004

Arson, Fraud Prevention Fund

Free Fund Balance, July 1, 2004
Encumbrances as of July 1, 2004
Total Free Fund Balance, July 1, 2004

Receipts
Licenses, Permits and Fees
Interest Income

Total Receipts

Total Cash Available

Disbursements:
Personnel Costs
Communication Services
Employee Development
Technical Services
Repairs & Maintenance
Administrative Services
Employee Travel Costs
Supplies
Insurance
Rental & Operations
Miscellaneous Expenditures
Capital Outlay

Total Disbursements

Encumbrances as of June 30, 2005

Free Fund Balance, June 30, 2005

Free Fund Balance, July 1, 2004
Encumbrances as of July 1, 2004
Total Free Fund Balance, July 1, 2004

Receipts
Federal Grants
Total Receipts

Advances Received

Total Cash Available

Transfers out to:

Disbursements
Personnel Costs
Operating Expenses
Sub Grantee Payments
Capital Outlay

Total Disbursements

Encumbrances as of June 30, 2005

Free Fund Balance, June 30, 2005

$ 1,379,700

1,379,700

$ 934,100
31,300
965,400

2,345,100

595,100
16,000
15,000
144,000
6,600
5,900
20,000
21,500
400
36,400
1,900
21,600

(884,400)

18,800

S __ 1460700

Federal Grant Fund
$ 100

100

$ 244,400
244,400

244,500

Insurance Administrative fund 0229-10 -

117,700

122,900

2,500
(243,100)

$ 1,400
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2004

Insurance Refund Fund

Free Fund Balance, July 1, 2004 $ 40,000
Transfers In from Insurance Administrative Fund 5,795,100
Total Cash Available 5,835,100

Disbursements

Refunds of Premium Tax Overpayments $ 5,738,600
Total Disbursements (5,738,600)
Transfers Out

General Fund 56,500
Total Transfers Out ( 56,5002

Free Fund Balance, June 30, 2005 $ 40,000

Insurance Insolvency Fund

Free Fund Balance, July 1, 2004 $ 100,000
Receipts =

Transfers In (Reduction in General Fund Transfer) 12,335
Total Cash Available 112,335

Disbursements

Personnel Cost 7,023
Supplies 750
Communication Services 1,500
Miscellaneous Expenditures 760
Professional Services 1,300
Employee Travel Costs 1,002
Total Disbursements 12,335)

Free Fund Balance, June 30, 2005 $ 100,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2004

Liquidation Trust Fund

Idaho Department of Insurance Annual Report

Free Fund Balance, July 1, 2004

Receipts
Interest & Other Investment Income
Sale of Services, Goods & Property
Receipts to Trust

Transfers in from
Universe Long - Term Fund
Other Funds

Total Receipts and Transfers-In

Total Cash Available

Disbursements
Operating Expense (Universe)

Transfers Out
Investment Purchase - Mission Insurance

Investment Purchase - Universe Insurance
Investment Purchase - Universe Insurance

Total Disbursements and Transfers Out

Free Fund Balance, June 30, 2005

$4,588,700

$351,900

2,565,900

$2,917,800

$7,506,500
$2,410,400

$3,202,000

$0

$0
3,202,000

(5,612,400)

__ 51894100

Schedule of Assets and Fund Equity

June 30, 2004

Liquidation Trust Fund

ASSETS
Cash in State Treasury $ 1,894,100
Investments Held in Trust 3,202,000
Total Assets $ 5,096,100
FUND EQUITY
Undesignated Fund Equity $ 1,894,100
Total Fund Equity $ 1,894,100




COnsumer
Services

The Consumer Services Bureau is divided into four sections: Consumer Affairs, Senior Health Insurance
Benefits Advisors (SHIBA), Investigations and Producer Licensing. The bureau’s primary function is to
efficiently and effectively administer the Idaho Code by licensing insurance producers, provide educational
opportunities to the public and insurance producers and investigate violations of the Idaho Code in the
marketplace.

The Consumer Affairs Section is generally the department’s primary contact with the public. Through the
complaint process the public has an opportunity to submit their grievances, and the Consumer Services
Section then investigates the allegations. If the investigation shows that wrongdoing has occurred, the
department will intervene on behalf of the consumer and will then try to rectify the problem through
negotiations or through the administrative legal process.

Through the efforts of over 400 trained SHIBA volunteers, services are provided to seniors throughout the
state. The SHIBA Section counsels and assists the senior population regarding Medicare, Medicaid and
Medicare supplement insurance coverage, as well as long-term care insurance coverage. The volunteers
assist seniors by answering their questions, reviewing their claims and referring them to the proper
resource when further assistance is required.

The Investigations Section works closely with both consumers and the insurance companies in response
to allegations of producer misconduct or insurance fraud. This section attempts to collect sufficient
evidence and documentation to build a case that may be submitted to the department legal staff for
administrative action, or if the case warrants, to the Attorney General’s Office or county prosecutors for
criminal or civil action. This section also educates the public about insurance fraud and what it costs.

The Producer Licensing Section processes and reviews license applications, examines qualifications of
applicants and issues and renews licenses for over 30,000 producers, both residents and non-residents.
The section also oversees the Producer Continuing Education Program and monitors compliance with the
continuing education requirements.

These sections of the Consumer Services Bureau work together to protect the public’s interest and to
make sure all participants (companies, producers and consumers) are in compliance with the laws and
rules that regulate the insurance business in Idaho.
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Producer Licensing

The department has continued to seek out new administrative efficiencies by utilizing electronic capabilities
available to us. In 2002, the Licensing Section began receiving producer license renewals online. Electronic
processing completely eliminates any hands-on labor for the department as well as giving the producers
immediate renewal online. In 2003, 2,445 license renewals were processed electronically which was
approximately 25% of the total renewals. In 2004, over 8,000 electronic renewals were processed, which
was over 60% of the total renewals. Itis expected that the number of renewals to be processed
electronically in the coming year will approach 80% of the total.

Approximately 95% of all appointments are now processed electronically. This has taken one of the more
labor-intensive tasks and reduced it to almost zero. Eventually, all appointments will be processed by
electronic means.

The department anticipates the number of new licensees will continue to rise. As more applicants and
licensees take advantage of electronic processes we will be able to maintain our current level of efficient
and effective service.

Initiatives in the coming year include adding online electronic license applications and installation of a new
licensing data collection system. Both additions should improve our ability to process licenses more
efficiently and issue them within a one-day turnaround. Our ability to extract statistical information from the
system should be enhanced tremendously.

Continuing Education

On July 1, 1988, the Continuing Education Rule IDAPA 18.01.53 went into effect. The Rule required that all
resident insurance producers obtain 40 credit hours of continuing education within the producer’s two-year
licensing span. The Continuing Education Advisory Committee reviewed and approved the first submitted
continuing education applications in December 1987.

Currently the new law (effective January 1, 2004) requires that resident producers obtain 24 credit hours of
continuing education with three of the hours in either a law or an ethics course, to be earned within each
two-year licensing span. The lines of insurance requiring continuing education are life, health, property and
casualty.

Highlights

for Year 2004
¢ License Applications Received 10,384
¢ Licenses issued 10,039
+ Total licensees at year end 40,204
+ CE applications submitted 2,193
¢ CE courses submitted from 12/1987 to 12/2004 24,797
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Consumer Affairs

The Consumer Affairs Section assists Idaho residents in a number of ways, including analyzing consumer,
company and producer complaints and problems relating to all facets of the insurance industry to determine
if a violation of Idaho Code or contract provisions has occurred; providing assistance to consumers, compa-
nies, producers and legal representatives in the form of technical assistance on claims procedures, under-
writing, insurance laws and rules; reviewing insurance contracts, policies and related documents to assure
compliance with Idaho insurance laws and rules; conducting investigations concerning alleged violations of
insurance laws and evaluating the merit of the complaint/inquiry and recommending a course of action to
department staff; and providing technical expertise for the market conduct examination of domestic and
foreign insurers by providing market conduct support in the field as well as from the department offices.

Consumers can contact a Consumer Affairs Officer by telephone, toll-free Consumer Assistance Helpline,
mail, fax, the internet or by visiting any one of the department’s offices around the state in Boise,
Coeur d’Alene and Pocatello as listed on page 1.

Highlights

for Year 2004
¢ Written complaints received from consumers 1,284
+ Written complaints closed 1,558
¢ Walk-in inquiries from consumers 232
¢ Telephone inquiries from consumers 10,507
¢ Funds recovered for the public $1,511,967
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SHIBA Program
(Senior Health Insurance Benefits Advisors)

The Senior Health Insurance Benefits Advisors (SHIBA) Program is a free information, counseling and
assistance program for Medicare beneficiaries who have questions or problems about health insurance
issues such as Medicare, Medicare supplement insurance, Medicare health plans and long-term care
insurance.

During 2004, SHIBA staff, advocates and volunteer counselors focused on educating Medicare beneficia-
ries and senior service providers about rights and protections for people with Medicare, Medicare program
updates, coordination of benefits, understanding Medigap, Medicare health plan options and long-term care
issues. SHIBA assisted thousands of Medicare beneficiaries through statewide presentations and dissem-
inating information at senior centers and to service providers and various community groups, attendance at
conferences and health fairs and one-on-one counseling sessions.

Emerging issues impacting Medicare consumers include the new private fee-for-service plan, how to pay
for prescription drug coverage and ongoing changes to the Medicare program. SHIBA staff continues to

reach out to people with Medicare and their caregivers on these important healthcare issues.

Highlights

for Year 2004
+ Volunteer counseling hours 3,708
+ One-on-one contacts in person 3,077

+ People reached through community, educational

and media presentations 239,470
+ Calls for the year 24,363
¢ Savings to Medicare beneficiaries $896,109




Investigation and Insurance Fraud

The mission of the Investigations Section is two-fold: first, to protect Idaho’s insurance consumers from
dishonest individuals conducting the business of insurance and, second, to investigate allegations of
individuals filing fraudulent insurance claims against insurance companies.

Whatever its form, insurance fraud is a crime that impacts everyone by increasing the cost of insurance
premiums and related goods and services. When allowed to go unchecked, it has been demonstrated that
insurance fraud has had a severe negative effect on the economy as a whole.

The unit conducts criminal and administrative investigations throughout the state and in doing so works
closely with the public, the insurance industry and law enforcement. The Investigations Section not only
investigates and refers cases for criminal and administrative legal action, but also serves as an education
resource to the insurance industry and law enforcement in preventing and recognizing insurance fraud. The
public has also been educated on the dangers of insurance fraud through media presentations and the
distribution of brochures and pamphlets.

The Investigations Section is dedicated to detecting, preventing, neutralizing and eliminating insurance
fraud and ensuring the state of Idaho protects all those affected by these costly white collar crimes.

Highlights

for Year 2004
¢+ Opened cases 253
¢ Closed cases 244
+ Referred cases for criminal and administrative action 73
+ Criminal and administrative convictions obtained 17
+ Fiscal impact of cases handled $8.5 million
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State Fire
Marshal

The staff of the State Fire Marshal’s Office works with fire departments across the state. They provide
assistance with fire code interpretation, application and enforcement. They are also responsible for
reviewing plans for all state-owned or maintained buildings for compliance with fire and life safety codes. If
requested by local fire departments, the staff can also assist with local building plan reviews and
inspections. The staff conducts training sessions on the adopted fire code, incident reporting procedures
and fire investigations.

The State Fire Marshal has the statutory responsibility of being the chief arson investigation officer for the
state of Idaho. He and his six deputies work with local authorities, when requested, on the investigation of
fires and explosions in Idaho.

The State Fire Marshal’s Office also licenses the fire sprinkler contractors who work in Idaho, trains and
certifies state fire inspectors and licenses persons and businesses that import or wholesale fireworks in
Idaho. The office also maintains a recordkeeping system that includes data submitted from fire agencies
that cover approximately 95% of the population of Idaho. They are committed to FIGHTING FIRE WITH
FACTS.

Mission Statement

The State Fire Marshal’s Office participates in and coordinates an integrated statewide
system designed to protect human life from fire and explosions through fire prevention and
the investigation of fires. The program involves fire prevention activities, fire/arson and
investigations and the operation of various statistical systems, including the Idaho Fire
Incident Reporting System (IFIRS).

Highlights

for Year 2004
+ Totalfires reported in Idaho 5,262
¢ Number of residential fires 1,567
+ Total estimated dollar loss reported $33 million
¢ Civilian deaths reported 9
¢ Firefighter fatalities 0

Idaho Code Section 41-254 requires that the state fire
marshal make an annual report to the governor and the
legislature by the 15th of July each year. The detailed annual
report can be found by going to the Department of Insurance
website (www.doi.idaho.gov) and clicking on State Fire
Marshal.




c«»mpany
Activities

The Company Activities Bureau consists of three sections: Examinations, Premium Tax and Rates and
Forms. Although each section has a separate function, all work in close association on some issues.

Examinations

The Examinations Section monitors the financial condition of all insurance entities conducting business
in the state of Idaho to assure that each complies with Idaho law and that the financial obligations of the
company to its policyholders will be met. Regulated insurance entities include domestic and foreign
stock and mutual insurers, fraternal benefit societies, managed care organizations (MCOs), self-funded
healthcare plans, risk retention and purchasing groups, and rating organizations. Additionally, the Examina-
tions Section includes a Senior Financial Examiner who regulates the title industry in Idaho.

Major functions of this section include:

* Initial licensing or authorization of insurers to transact business in the state via the granting of a certificate
of authority. The admission process is completed in an effective and timely manner in order to admit
financially sound insurers and other related entities that will offer quality insurance products and services
to Idaho residents.

¢ Financial analysis and review of company financial reports to determine the company’s compliance
with all Idaho Code requirements, financial solvency and ability to meet its contractual obligations to
policyholders. This area reviews annual statements, quarterly statements, audited financial statements
and other filings made by an insurer. The section focuses primarily on the solvency of Idaho domestic
insurers but also monitors foreign companies licensed in Idaho and performs reviews of foreign
companies on an as-needed basis.

e Examination of the financial and market conduct condition of ldaho domestic insurers to ensure that
they are operating in accordance with ldaho insurance laws and rules and the Statutory Accounting
Practices and Procedures Manual. Examinations are prescribed by law to be conducted at least every
five years but may be undertaken more frequently if the director deems necessary.

¢ Regulation of all aspects of title agencies operating in Idaho. This includes title agent licensing,
contract examiner oversight, routine examinations of title agent operations and title plants, review of
three-year escrow audits, handling consumer and industry complaints, enforcing compliance with Idaho
Code and IDAPA rules, reviewing escrow rate filings and reviewing insurer title insurance rates and forms
as required.
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Premium Tax

Premium Taxes are collected by the Department of Insurance, deposited in the Insurance Administrative
Fund #0229 10 to be distributed as follows: 20% to the refund account; a portion, based on a predetermined
factor, to the firemen'’s retirement account; that portion (not to exceed $200,000 in any one year) necessary
to cover administrative costs incurred by the department in placing insurance companies into receivership or
under administrative supervision to the extent that such costs cannot be satisfied from the assets of the
companies; and the balance to the general fund (Idaho Code Section 41-406). Premium taxes collected
from authorized insurers are in lieu of all other state and local taxes payable in the state of Idaho with the
exception of real property tax (Idaho Code Section 41-405).

Premium tax offsets are allowed to the extent of 100% of the premium tax liability, unless otherwise
indicated.

Workers’ Compensation Offset - All workers’ compensation insurers must pay a 2.5%
premium tax on all business written to the Idaho Industrial Commission (Idaho Code Section
72-523). Insurers are allowed to offset 1.3% of this tax against the tax liability attributed to
their worker’s compensation line of business to the Department of Insurance. The offset
cannot be allowed against any other lines of insurance (Idaho Code Section 72-523).

Insurance Guaranty Association Offset - Property and casualty insurers may offset their
premium tax liability to the extent of 20% of the assessment for each of the five years
following the year the assessment is paid. An allowable offset, or portion thereof, not used
in any calendar year cannot be carried over or back to any other year. The total offsets
cannot exceed the tax liability or total assessment paid. (Idaho Code Section 41-3616).

Idaho Life and Health Guaranty Association Offset - A premium tax offset is allowed for all
Class B and Class C assessments. Insurers may take any portion of the assessment as
an offset in any of the five years following the year the assessment is paid. Offsets are
limited to 20% of each assessment paid. An allowable offset, or portion thereof, not used in
any calendar year cannot be carried over or back to any other year. The total offsets cannot
exceed the tax liability or total assessment paid. (Idaho Code Section 41-4314(1)).

The annual premium tax liability is based on calendar year premiums written. Premium taxes are prepaid in
quarterly installments based on prior year’'s premiums and current year’s tax rates. The installments are as
follows: 60% due June 15, 20% due September 15, and 15% due December 15. The reconciliation payment
is made on March 1 of the next year. (Idaho Code Section 41-402(3))
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Premium Tax Rates - Calendar Years 2000 through 2004

CALENDAR STOCK & HOSPITAL & HEALTH SELF-FUNDED SURPLUS TITLE RISK
YEAR MUTUAL PROFESSIONAL MAINTENANCE HEALTH LINES INSURERS RETENTION
INSURERS SERVICE ORGANIZATIONS CARE PLANS BROKERS GROUPS
CORPORATIONS

2000 2.75% (1.4% if qualified| 4 cents per subscriber | 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2001 2.75% (1.4% if qualified| 4 cents per subscriber | 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2002 2.75% (1.4% if qualified| 4 cents per subscriber | 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2003 2.75% (1.4% if qualified| 4 cents per subscriber | 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2004 2.75% (1.4% if qualified| 4 cents per subscriber | 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
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Summary of Premium Tax Collection
Calendar Years 2000 through 2004
(all figures are rounded to the nearest thousand)

STOCK & MUTUAL INSURERS:

Calendar Taxable Percentage Increase Premium

Year Premiums of Premiums Tax

2000 2,456,832,000 12.17% * 56,037,000

2001 2,610,748,000 6.26% * 59,461,000

2002 2,834,987,000 8.59% 64,339,000

2003 3,143,940,000 10.90% 71,246,000

2004 3,360,797,000 6.90% 76,319,000
5 year average: $2,881,460,800 $65,480,400

The Idaho Code sections pertaining to premium tax for Stock and Mutual insurers are:

41-402 through 41-405
*Increase is result of "Blues" reclassifying business for reporting purposes.

HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:

Calendar Premiums Percentage Increase Subscriber

Year Written of Premiums Written Tax

2000 28,531,000 10.27% 34,000

2001 30,133,000 5.61% 41,000

2002 31,165,000 3.42% 76,000

2003 33,291,000 6.82% 77,000

2004 35,690,000 7.21% 92,000
5 year average: $31,762,000 $64,000

The Idaho Code section pertaining to premium tax for Hospital and Professional
Service Corporations is: 41-3427

* MANAGED CARE ORGANIZATIONS:

Calendar Premiums Percentage Increase Subscriber/Premium

Year Written of Premiums Written Tax

2000 8,942,000 -92.48% * 245,000

2001 3,238,000 -63.79% * 89,000

2002 4,923,000 52.04% 112,000

2003 4,831,000 -1.87% 110,000

2004 4,762,000 -1.43% 120,000
5 year average: $5,339,200 $135,200

The Idaho Code section pertaining to premium tax for Managed Care
Organizations is: 41-3922.
*Decrease is result of "Blues" reclassifying business for reporting purposes.
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SURPLUS LINES BROKERS:

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2000 24,590,000 29.61% 676,000
2001 27,885,000 13.40% 767,000
2002 35,379,000 26.87% 973,000
2003 57,406,000 62.26% 1,578,000
2004 66,246,000 15.40% 1,822,000
5 year average: $42,301,200 $1,163,200
The Idaho Code section pertaining to premium tax for Surplus Lines
Brokers is: 41-1229
TITLE INSURERS:
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2000 10,212,000 -17.92% 153,000
2001 13,816,000 35.29% 207,000
2002 16,586,000 20.05% 249,000
2003 20,822,000 25.54% 312,000
2004 16,903,000 -18.82% 254,000
5 year average: $15,667,800 $235,000
The Idaho Code sections pertaining to premium tax for Title insurers are:
41-402 through 41-405
RISK RETENTION GROUPS:
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2000 2,693,000 10.19% 74,000
2001 3,379,000 25.47% 93,000
2002 3,259,000 -3.55% 90,000
2003 3,911,000 20.01% 107,000
2004 5,872,000 50.14% 161,000
5 year average: $3,822,800 $105,000

The Idaho Code sections pertaining to premium tax for Risk Retention

Groups are: 41-4805, 41-402 through 41-405
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Company Examinations and Admissions

Companies Admitted/Listed in 2004

Type License Company Name Domicile State
PC 3543 ACA Insurance Company AK
SL 3566 ACE European Group Limited Alien
CA 3523 Adventist Frontier Missions, Inc. MI
HM 3586 Altius Health Plans, Inc. ur
CA 3548 American Civil Liberties Union Foundation, Inc. NY
CA 3522 American Friends Service Committee PA
PC 3524 American Sentinel Insurance Company PA
PC 3584 American Service Insurance Company, Inc. IL
CA 12503 Amerifirst Foundation, Inc. AZ
RR 3587 Ameriguard Risk Retention Group, Inc. \)
PC 3510 AMGuard Insurance Company PA
PC 3513 Arch Reinsurance Company NE
SL 3540 Aspen Specialty Insurance Company ND
CA 3528 Baptist Mid-Missions OH
PC 3530 Bar Plan Mutual Insurance Company (The) MO
PG 3558 C.H.I.L.D., Inc. CT
RR 3573 Capitol Specialty Insurance Company, Risk Retention Group DC
CA 3564 Catholic Foreign Mission Society of America, Inc. NY
RR 3539 CHC Casualty Risk Retention Group, Inc. VT
CA 3537 Christian Appalachian Project, Inc. KY
CA 3550 Church of the Nazarene Foundation MO
RR 3582 Claim Professionals Liability Insurance Company Risk Retention Group VT
PG 3546 Clearwater Transportation Insurance Program DC
PG 3538 Commercial for Hire Transportation Purchasing Group SC
CA 3519 Congregation of the Passion, Holy Cross Province (The) IL
SL 3545 Converium Insurance (UK) Limited Alien
CA 3527 Corporation of Gonzaga University WA
LC 3571 CSl Life Insurance Company NE
PC 3563 Dentists Benefits Insurance Company OR
CA 3517 Depauw University IN
LC 3562 Deseret Mutual Insurance Company ur
PG 3576 DesignPro™ Purchasing Group DC
PG 3586 DME/OP Purchasing Group, Inc. KS
PC 3512 EastGuard Insurance Company PA
PG 3559 ERS Risk Purchasing Group Association, Inc. IL
RC 3551 Evanston Insurance Company IL
LC 3567 Financial American Life Insurance Company KS
PC 3579 Financial Casualty & Surety, Inc. 1.4
LC 3547 First Investors Life Insurance Company NY
PC 3581 Garrison Property and Casualty Insurance Company X
SL 3585 GE Specialty Insurance (UK) Limited Alien
CA 3556 General Conference Corporation of Seventh-Day Adventists MD
PC 3525 GMAC Direct Insurance Company MO
PC 3526 GMAC Insurance Company Online, Inc. MO
SL 3565 Guilford Insurance Company IL
PC 3561 IDS Property Casualty Insurance Company Wi
CA 3553 International Fellowship of Christians and Jews IL
CA 3529 International Rescue Committee NY

Idaho Department of Insurance Annual Report




CA
RR
CA
CA
PC
PC
PC
PC
PC
RR
PC
CA
AO
SL
PC
PC
PC
PC
RC
PG
RR
SL
SF
PC
CA
CA
CA
CA
PC
SL

Idaho Department of Insurance Annual Report

Companies Admitted/Listed in 2004

License Company Name

Domicile State

3542 Legion of Christ, Incorporated (The) (01}
3535 Lewis & Clark LTC Risk Retention Group Inc. NV
3580 Life Outreach International Association of Churches, Inc. %4
12504 Lutheran Hour Ministries Foundation MO
3518 National Grange Mutual Insurance Company NH
3557 National Specialty Insurance Company X
3533 Nipponkoa Insurance Company, Limited (U.S. Branch) NY
3511 NorGuard Insurance Company PA
3578 North Pointe Insurance Company Mi
3560 Pinnacle Risk Retention Group, Inc. DC
3514 Podiatry Insurance Company of America, A Mutual Company IL
3554 Prison Fellowship Ministries DC
3531 Property Casualty Insurers Association of America IL
3532 Quanta Specialty Lines Insurance Company IN
3520 Sentinel Insurance Company, Ltd. cr
3574 Sentry Casualty Company Wi
3572 Sequoia Insurance Company CA
3521 Service Insurance Company FL
3544 Shelter Mutual Insurance Company MO
3569 Sports and Entertainment Events Risk Purchasing Group CA
3541 Steward Risk Retention Group DC
3577 Through Transport Mutual Insurance Association (EURASIA) Limited Alien
3552 Timber Products Manufacturers Trust WA
3555 TNUS Insurance Company NY
3575 Union Rescue Mission CA
3583 University of Pennsylvania (The) PA
3549 Vassar College NY
3534 Voice of the Martyrs (The) OK
3570 Western General Insurance Company CA
3536 Wind River Insurance Company, Ltd. Alien
Key:

AO-Advisory Organization

CA-Charitable Gift Annuities

HM-Health Maintenance Organization
LC-Life and Disability Insurer

MV-Motor Vehicle Service Contract Provider
PC-Property Casualty Insurer
PG-Purchasing Group

RC-Reinsurance Only Company
SF-Self-Funded Health Care Plans
SL-Surplus Lines

TC-Title Companies

TO-Trustee Reinsurer
Ul-Unauthorized Insurer




Classification of Active and Suspended Companies

Licensed
Life & Disability 526
Property & Casualty 793
Title 14
County Mutual Fire 1
Fraternal Benefit Societies 13
Managed Care Organizations 5
Hospital and Professional Service Corporations 2
Hospital Liabilities Trusts 0
Petroleum Clean Water Trusts 1
Rating Organizations 7
Self-Funded Employee Health Care Plans 1
Listed
Accredited Reinsurers 24
Advisory Organizations 9
Joint Reinsurance Associations 2
Purchasing Groups 203
Risk Retention Groups 63
Surplus Lines 158
Trusteed Reinsurers 9
Other Requlated Entities
Guaranty Associations 2
Surplus Lines Associations 1
Total Companies Regulated 1,834
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Companies Withdrawn, Suspended or Revoked in 2004

American Growers Insurance Company — Revoked February 25, 2004

Arch Reinsurance Company — Withdrawn January 1, 2004

Case Management Risk Purchasing Group — Withdrawn February 4, 2004
CPAAdvantage Purchasing Group Association (The) — Withdrawn August 11, 2004
Cumberland Casualty & Surety Company — Suspended May 5, 2004

Farmers Home Mutual Insurance Company — Withdrawn April 13, 2004

First Continental Life & Accident Insurance Company — Revoked March 18, 2004

Fleet & Equipment Rental Risk Purchasing Group — Withdrawn March 29, 2004
Fremont Indemnity Company — Revoked May 20, 2004

Healthcare Advantage Risk Purchasing Group, Inc. — Withdrawn January 12, 2004
Independent Alarm Association of America Purchasing Group — Withdrawn November 23, 2004
Insurance Professionals Purchasing Group — Withdrawn April 23, 2004

Lafayette Insurance Company — Withdrawn March 15, 2004

Life and Health Insurance Company of America — Revoked October 14, 2004

National Federation of Paralegal Associations, Inc. — Withdrawn May 13, 2004

National Health Insurance Company — Suspended March 31, 2004

Newark Insurance Company — Withdrawn April 19, 2004

Podiatry Insurance Company of America (Risk Retention Group) — Withdrawn January 1, 2004
Real Estate Appraisers Liability Association — Withdrawn April 23, 2004

Realty Purchasing Group Association — Withdrawn December 27, 2004

Sponsored Agents Liability Insurance Purchasing Group — Withdrawn February 11, 2004
St. Paul Reinsurance Company Unlimited — Withdrawn November 24, 2004

Statewide Insurance Company — Revoked January 14, 2004

Structural Engineers Risk Management Council — Withdrawn August 31, 2004

Trenwick America Reinsurance Corporation — Suspended May 20, 2004

Voyager Life Insurance Company — Withdrawn April 1, 2004
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Rates and Forms

The Rates and Forms Section accepts property, casualty, health and life policies with contracts and
related forms with the company certification ensuring they comply with Idaho Code and law and are not
ambiguous, misleading or deceptive. The section accepts advertising filings for life and health and rate
filings for various lines of insurance that include private passenger automobile, homeowners, farm owners,
mobile homeowners, personal inland marine, auto, boiler and machinery, burglary and theft, commercial
fire and allied lines, fidelity, surety, bond, financial guaranty, personal liability, personal umbrella liability,
commercial liability and life and health. The key is assuring that rates are not inadequate, excessive or
unfairly discriminatory.

This section is primarily responsible for administering rate and form laws on a file-and-use basis. Idaho
Code 41-1812 states that “No basic insurance policy or annuity contract form, or application form where
written application is required and is to be made part of the policy or contract, or printed rider or
endorsement form or form of renewal certificate, shall be delivered, or issued for deliver in this state, unless
the form has been filed with the director.” Although all major lines of insurance are monitored, the section
is alert to filings involving private passenger automobile rate changes, bail bonds, certificates of
assumption, company mergers, credit life and disability, crop hail rates, consumer credit reporting, health
products, long term care, managed care organizations, Medicare supplements, titles, workers’ comp, and
riders involving war, military action or terrorism. Unless the forms are submitted and filed with the Rates
and Forms Section, these may not be issued to residents of Idaho. The department receives policy and
rate filings from over 1,500 companies licensed to sell products in Idaho. The department received 2,024
separate filings in 2004 via the SERFF (System for Electronic Rate and Form Filing).

Highlights

for Year 2004

Business Line Forms Rate
Aircraft 1,379 26
Advertising 1,340 14
Annuities 1,130 5
Boiler & Machinery 104 7
Commercial Auto 1,738 87
Crime 637 14
Credit Life 72 7
Commercial Multiperil 6,453 193
Commercial Property 1,716 82
Dwelling Property 149 10
Fraternal Organizations 25 1
Farmowners 391 15
Fidelity Surety 301 52
Group Health 1,814 80
General Liability 14,259 394
Group Life 333 31
Health Maintenance Organizations 87 14
Homeowners 348 64
Individual Health 1,748 273
Individual Life 1,294 143
Commercial Inland Marine 1,397 60
Personal Auto 566 95
Personal Inland Marine 106 4
Title 285 33
Other 863 803
SERFF 1,765 259
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