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Sate of Idaho
DEPARTMENT OF INSURANCE

JAMES E. RISCH 700 West State Street, 3rd Floor SHAD PRIEST
Governor P. O. Box 83720 Acting Director
Boise, Idaho 83720-0043
Phone (208)334-4250

FAX (208)334-4398

October 1, 2006

Honorable James E. Risch
Governor, State of Idaho
Statehouse

Boise, ID 83720

Dear Governor Risch:

As Acting Director of the Department of Insurance, | am pleased to submit to you the Department’s Annual Report
for the calendar year 2005, as required by Section 41-216, Idaho Code. The statistics in this report are compiled
from the December 31, 2005 annual statements filed with the department by insurance companies licensed in
Idaho.

By fairly enforcing the insurance laws of ldaho, 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,

oo Tt —

Shad Priest
Acting Director
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A daministration

Department of Insurance
Misston Statement

The mission of the
Department of Insurance is
to equitably, effectively
and efficiently administer
the 1daho Insurance Code
and the international Fire
Codle.

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 (208-736-4713)
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

Consumer Affairs/SHIBA Regional Office
353 North 4th, Suite 200

Pocatello, ID 83201

Consumer Affairs: 208-236-6411
SHIBA: 1-800-488-5764 (208-236-6044)
Investigations: 208-236-6390

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 (208-666-6847)

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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Department Of Insurance Directors

Director Term of Office
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Summary of Legislative Changes Enacted in 2005
Impacting the Department of Insurance or the
Insurance Industry

Department of Insurance Legislation

HB 111 - Amends Idaho Code Section 41-5510 to revise eligibility requirements for coverage under health
insurance plans reinsured by Idaho’s Individual High Risk Reinsurance Pool. The changes clarify that “federally
eligible individuals,” as defined by federal law, are eligible for coverage under High Risk Pool plans, and that
eligibility for coverage under COBRA will not render a person ineligible for coverage under a High Risk Pool
plan.

HB 112 - Amends existing law (Sections 41-2918 and 41-2926) to delete obsolete requirements applicable to
domestic reciprocal insurers that exclusively insure members who are governmental entities.

HB 113 - Amends Idaho Code Section 41-1024 to require that fiduciary funds received or collected by an
insurance producer (agent or broker) be held separately in a trust account and treated as trust funds. Note: The
Department will be adopting rules to implement this law.

HB 114 - Adds a new code section (41-1325) requiring that insurance producers who borrow money, securities
or anything of value from clients or customers must document the loan arrangement in writing.

HB 115 - Amends existing law relating to insurance fraud (Sections 41-291, 41-292 and 41-295) to clarify and
revise the definition for “authorized agencies” for fraud reporting purposes, to clarify the handling of restitution
payments received by the Department, and to make several technical corrections and clarifications.

HB 116 - Amends Idaho Code Section 41-335 to repeal a requirement that insurers attach affidavits to their
annual statements certifying compliance with countersignature requirements.

HB 117 - Adds a new code section (41-1940) requiring that persons selling annuities to senior citizens have
some reasonable basis for believing that the annuity is a suitable product for the senior citizen. Note: The
Department will be adopting rules to implement this law.

HB 118 - Repeals and amends a number of insurance code sections relating to administrative hearings to bring
about greater consistency with the requirements for hearings set forth in the Idaho Administrative Procedures
Act and related rules.

HB 119 - Repeals and amends insurance code provisions relating to the Department’s enforcement powers.

HB 120 - Creates a new chapter (Chapter 57, Title 41) adopting the “Interstate Insurance Product Regulation
Compact.” This Compact will create a multi-state commission that will establish uniform regulatory standards
for life insurance, annuities, disability income insurance and long term care insurance. The commission will
also be responsible for reviewing and approving these products for compacting states. The goal is to create
greater efficiency in regulating these types of insurance products, and to allow insurers to sell standardized
products in multiple states without having to seek individual approvals from each state.

HCR 13 - Legislature rejected, at the request of the Department, pending changes to the Department’s rule
relating to rebates and illegal inducements to obtain title insurance business. The existing rule remains in
effect.
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Other Insurance Related Legislation Enacted in 2005:

HB 89 - Amends Idaho Code Section 41-5602 which sets forth standards for prompt payment of health insurance
claims, to clarify time periods applicable to notification requirements for paper (45 days) and electronic (30 days)
claims.

HB 90 - Amends Idaho Code Section 41-2005 to increase the maximum amount of coverage that can be written
under a group policy of credit life insurance from seventy-five thousand dollars to one hundred fifty thousand dollars.

HB 96 - Establishes Idaho Code Section 67-3012 and the National Crime Prevention and Privacy Compact where
Idaho joins 21 other states in cooperation with the FBI to make fingerprint and criminal history records checks more
complete and accurate. Oversight provided by a board and a compact officer with the ISP is the principal contact.
No direct insurance impact.

HB 130 aa - Amends Idaho Code Section 9-335 related to public records and specifically investigatory records to
provide that a person or that person’s insurer involved in a motor vehicle collision shall be entitled to an unaltered
copy of the motor vehicle collision report.

HB 136 - Amends Idaho Code Section 41-2401 to provide that proof of mailing of a notice of cancellation of a fire
insurance policy, or of the intention not to renew, or of reasons for cancellation or nonrenewal to the named insured
at his address is sufficient proof that notice was provided the insured.

HB 159 - Repeals former guaranty title and trust act at Chapter 9, Title 30, Idaho Code, and replaces with Idaho
Escrow Act. Persons engaged in the business of providing escrow services (who are not otherwise title agents and
regulated by the Department of Insurance or otherwise exempt) must be licensed and regulated by the Department
of Finance.

HB 160aa - Amends Idaho Code Section 41-2401 to provide that commercial standard fire insurance policies may
exclude coverage for loss from fire or other covered perils caused directly or indirectly by terrorism, and defines
what constitutes “terrorism.”

HB 161 - Amends Idaho Code Section 41-1218 to remove language that provided for mandatory revocation of a
surplus lines broker’s license by the director for certain acts. The repealed language was in conflict with another
section of the same chapter relating to administrative powers of the director over surplus lines brokers.

HB 162 - Amends Idaho Code Sections 41-3608 and 41-3616 to provide the Idaho Insurance Guaranty Association
discretion to retain and reuse excess funds to avoid subsequent assessments, rather than immediately returning
the excess to member insurers.

HB 331 - Amends Idaho Code Section 72-803 to provide that physician fees in workers’ compensation cases shall
be set using relative value units set by the current year resource based relative value system (RBRVS) multiplied
by conversion factors to be established in rulemaking. (While the law is effective 7/1/05, the conversion factors
shall be established by 1/1/06 and effective 4/1/06.)

SB 1104 - Anew section is enacted, Idaho Code Section 6-2402, that enables volunteer fire departments to charge
for services not to exceed the recommended amounts of charges that the State Fire Marshal is directed to
establish and publish.

SB 1030 - Amends Sections 41-4303 and 41-4309 of the Idaho Life and Health Insurance Guaranty Association Act
to limit the rate of interest the Guaranty Association is obligated to pay on policies of an insolvent insurer, and to
clarify that the Association is not obligated to pay claims outside the express written terms of contracts issued by
the insolvent insurer. Also makes several changes to the powers of the Association relating to assessments and
refunds.

SB 1198 - Amends Chapters 52 and 55 of Title 41, Idaho Code, to allow the Idaho Individual High Risk Reinsurance
Pool Board of Directors to create a health savings account compatible health benefit plan that will be available to
individuals who qualify for coverage through the High Risk Reinsurance Pool.
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Rules Adopted

Rule No.

Rule 50
IDAPA 18.01.50

Rule 56
IDAPA 18.01.56

Bulletins Issued

Bulletin No.

No. 05-1

No. 05-2

No. 05-3
No. 05-4
No.05-5

No. 05-6
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Name

Adoption of the 2003 International Fire Code
Effective 4-6-05

Rebates and lllegal Inducements to Obtaining Title Insurance Business Rules
Effective 3-21-05

Subject

Rate of Interest on Deferred Payment of Cash Surrendered Benefits,
Effective July 1, 2005 (Rescinds Bulletin 04-2)
July 1, 2005

Final HIPAA Portability Rules: Required Notice of Preexisting Conditions as
Part of Written Application for Enrollment and Written Warning of Penalties Im-
posed on Late Enrollees

August 22, 2005

Medicare Part D Disclosure Notice for Prior Creditable Coverage
September 22, 2005

Use of Revised Accounting Practices and Procedures Manual of the NAIC
September 30, 2005

Extension Granted for NCCI 2006 Rate Filing
September 30, 2005

Eligible Surplus Lines Insurer
November 1, 2005
(Rescinds Bulletin 04-3)




Summary of Administrative Actions

Producers (Agents)

Licenses Revoked 3

Licenses Denied

Orders with Administrative Penalties 3
Companies
Certificate of Authority Revoked 0
Certificate of Authority Suspended 10
Orders Approving Non-Renewal 1
Orders with Administrative Penalty 0
Orders — Other 5
Market Conduct 1
Workers’ Compensation Rate Deviation 1

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

State of Idaho, ex rel. Gary L. Smith, Director of the Idaho Department of Insurance v. Twin Falls Mutual
Insurance Company, CV OC 0501668D

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

State of Idaho, ex rel. Gary L. Smith, Director of the Idaho Department of Insurance v. The Home
Insurance Company, Case No. CV OC 0501668D

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
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Department Fund Sources*
For the Fiscal Year Ended June 30, 2006

Premium Taxes 91.5%

Federal Grant
0.3%

Regulatory Fees
& Licenses 8.2%

Premium Taxes, Fines & Penalties $ 80,443,700
Regulatory Fees & Licenses & Interest 7,176,900
Federal Grant 309,000
Total $ 87,929,600

Department receipts totaled over $88 million in FY06. Taxes on insurance premiums constituted

the largest portion (91.5%) of these receipts, amounting to $80 million. Regulatory fees and licenses
of $7.2 million and federal grant funds of $.3 million accounted for the remainder of the FY06 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, 2006

Firemen's High Risk
Premium Tax Retirement Relnsurance
Refunds 6.9% 4.7% Pool 11.2%

Operating
Expense
7.0%

Increase in
Cash Balance
1.0%

General Fund
(State of Idaho Operations)

Idaho Department of Insurance Annual Report

69.2%
General Fund $ 60,855,400
Premium Tax Refunds 6,036,800
Firemen's Retirement (PERSI) 4,155,300
High Risk Reinsurance Pool/Other 9,855,000
Department Operating Expenses 6,159,600
Increase in Cash Balance* 867,500
Total $ 87,929,600

In FY 06, distributions to the General Fund totaled more than $60.8 million, while distributions
to the Premium Tax Refund, Firemen's Retirement Program and High Risk Relnsurance Pool

were $6.0 million, $4.16 million and $9.9 million respectively. The department's operations are

funded by regulatory fees, licenses and other miscellaneous revenue sources. In FY06, the
department expended $6.2 million, or 7.0% 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.




Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2006

Insurance Administrative Fund

Free Fund Balance, July 1, 2005 $ 7,629,900

Encumbrances as of July 1, 2005 75,200
Total Free Fund Balance, July 1, 2005 7,705,100
Receipts

Premium Taxes $ 80,039,600

Licenses, Permits and Fees 6,080,700

Fines & Penalties 404,100

Other Revenue 63,500

Transfer in from 0348 =

Total Receipts 86,587,900

Total Cash Available 94,293,000

Disbursements

Personnel Costs 3,213,600
Communication Services 76,100
Employee Development 42,100
Other Services (Clerical) 126,000
Professional Services 869,900
Repairs & Maintenance 13,800
Administrative Services 43,000
Data Processing Services 3,600
Employee Travel Costs 77,200
Supplies 72,100
Insurance 2,000
Rental & Operating Leases 256,100
Misc Expend (Investigative; Governmental Overhead) (61,200)
Capital Outlay 130,100

Total Disbursements (4,864,400)

Prior Period Expenditures as of June 30, 2006 213,100

Encumbrances as of June 30, 2006 75,200

Transfers Out

General Fund 60,855,400
Refund Fund 6,036,800
Firemen's Retirement (PERSI) 4,155,300
Insurance Insolvency Fund 21,500
Other/High Risk Reinsurance Pool 9,855,000
Total Transfers Out (80,924,000)
Free Fund Balance, June 30, 2006 $ 8,216,300
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2006

Arson, Fraud Prevention Fund

Free Fund Balance, July 1, 2005
Encumbrances as of July 1, 2005
Total Free Fund Balance, July 1, 2005

Receipts
Licenses, Permits and Fees $ 979,000
Interest Income 47,500
Other Revenue 6,200

Total Receipts
Total Cash Available

Disbursements

Personnel Costs 637,000
Communication Services 13,700
Employee Development 10,600
Technical Services 125,000
Repairs & Maintenance 2,700
Administrative Services 5,900
Employee Travel Costs 16,900
Supplies 22,100
Insurance 600
Rental & Operations 41,600
Miscellaneous Expenditures 2,000
Capital Outlay 92,500

Total Disbursements

Prior Period Expenditures as of June 30, 2006
Encumbrances as of June 30, 2006

Free Fund Balance, June 30, 2006

Federal Grant Fund

Free Fund Balance, July 1, 2005
Encumbrances as of July 1, 2005
Total Free Fund Balance, July 1, 2005

Receipts
Federal Grants $ 309,000
Total Receipts

Advances Received
Total Cash Available
Transfers out to: Insurance Administrative fund 0229-10
Disbursements
Personnel Costs 136,600
Operating Expenses 155,900
Sub Grantee Payments 10,600
Capital Outlay
Total Disbursements

Encumbrances as of June 30, 2006

Free Fund Balance, June 30, 2006

$

1,441,900
18,800

1,460,700

1,032,700

2,493,400

(970,600)

18,800
2,100

1,501,900

1,400

1,400

309,000

310,400

(308,100)

7,300
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2006

Insurance Refund Fund

Free Fund Balance, July 1, 2005 $ 40,000
Transfers In from Insurance Administrative Fund 6,146,800
Total Cash Available 6,186,800

Disbursements
Refunds of Premium Tax Overpayments $ 6,036,800
Total Disbursements (6,036,800)

Transfers Out

General Fund 110,000
Total Transfers Out (110,000)
Free Fund Balance, June 30, 2006 $ 40,000

Insurance Insolvency Fund

Free Fund Balance, July 1, 2005 $ 100,000
Receipts -

Transfers In (Reduction in General Fund Transfer) 21,500
Total Cash Available 121,500

Disbursements:

Personnel Cost 17,100
Supplies -
Communication Services =
Miscellaneous Expenditures 2,200
Professional Services s
Employee Travel Costs 2,200
Total Disbursements (21,500)

Free Fund Balance, June 30, 2006 $ 100,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2006

Liquidation Trust Fund

Free Fund Balance, July 1, 2005

Receipts
Interest & Other Investment Income 474,300
Sale of Services, Goods & Property -
Receipts to Trust 2,054,600

Transfers in from
Freemont Long-Term Fund 714,000
Other Funds -
Total Receipts and Transfers-In

Total Cash Available

Disbursements
Operating Expense 1,549,000

Transfers Out
Investment Purchase - Universe Insurance 300,000
300,000

Total Disbursements and Transfers Out

Free Fund Balance, June 30, 2006

Schedule of Assets and Fund Equity
June 30, 2006

Liquidation Trust Fund

ASSETS
Cash in State Treasury
Investments Held in Trust
Total Assets
FUND EQUITY

Undesignated Fund Equity

Total Fund Equity

$

1,894,100

2,528,900

714,000

5,137,000

(1,849,000)

3,288,000

3,288,000
300,000

3,588,000

3,288,000

3,288,000
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COn:umer
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, providing educa-
tional opportunities to the public and insurance producers and investigating 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 40,000 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. In 2005, 10,259 renewals were processed electronically.

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. As of December 2005, the department has over 40,000 licensed insurance producers.

The department began accepting online electronic applications through the National Insurance Producers
Registry (NIPR) in 2005. Initiatives in the coming year include installation of a new licensing data collection
system. Both additions should improve our ability to process licenses efficiently and issue them within a
one-day turnaround. Our ability to extract statistical information from the system should be enhanced
tremendously.

Continuing Education

The Continuing Education (CE) Rule IDAPA 18.01.53, modified January 1, 2004, requires resident
insurance producers to obtain 24 credit hours of continuing education within each 2-year licensing period.
At least 3 of the 24 hours must be insurance law and/or ethics.

Appointed members of the CE Advisory Committee meet monthly to review course applications from
associations, schools and vendors. This review process helps to ensure quality courses are available to
Idaho producers. An increasing number of applications are received each month on NAIC reciprocity forms.
These courses have been approved in the vendor's home state and must be accepted in Idaho without
further review.

Resident producers carrying life, health, property or casualty lines are required to comply with the CE rule.
Nonresident producers, limited lines producers and independent adjusters are exempt.

Highlights

for Year 2005
¢ License Applications Received 15,650
¢ Licensesissued 15,001
+ Total licensees at year end 42177
+ CE applications approved 2,043
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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 2005
+ Written complaints received from consumers 1,045
+ Written complaints closed 1,194
¢ Walk-in inquiries from consumers 182
+ Telephone inquiries from consumers 9,448
¢ Funds recovered for the public $3,312,491
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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.

The SHIBA staff, advocates and volunteer counselors focus on educating Medicare beneficiaries 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 disseminating
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 2005
+ Volunteer counseling hours 3,593
+ One-on-one contacts in person 2,295

+ People reached through community, educational

and media presentations 843,667
+ Calls for the year 11,060
¢ Savings to Medicare beneficiaries $929,543




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 2005
¢+ Opened cases 211
¢ Closed cases 143
+ Referred cases for criminal and administrative action 4*
¢ Criminal and administrative convictions obtained &
¢ Fiscal impact of cases handled $2,761,824

* Several 2005 cases were referred for criminal and administrative action
in 2006.

Idaho Department of Insurance Annual Report






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 2005
+ Totalfires reported in Idaho 6,411
¢ Number of residential fires 2,049
+ Total estimated dollar loss reported $39 million
¢ Civilian fatalities reported 23
+ 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.
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COmpan 'y
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 ldaho 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.

¢ Examination of the financial and market conduct condition of Idaho domestic insurers to ensure that
they are operating in accordance with Idaho 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 its workers’
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
assessmentis 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 & 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 2001 through 2005

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

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)

2005 2.5% (1.4% if qualified | 4 cents per subscriber | 2.5% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.5% (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 2001 through 2005
(all figures are rounded to the nearest thousand)

STOCK & MUTUAL INSURERS:
Idaho Code Sections 41-402 through 41-405

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
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
2005 3,550,466,000 5.64% 75,238,000
5 year average: $3,100,187,600 $69,320,600

HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:
Idaho Code Section 41-3427

Calendar Premiums Percentage Increase | Subscriber
Year Written of Premiums Written Tax
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
2005 35,260,000 -1.20% 87,000
5 year average: $33,107,800 $74,600

MANAGED CARE ORGANIZATIONS:
Idaho Code Section 41-3922.

Calendar Premiums Percentage Increase | Subscriber/

Year Written of Premiums Written |Premium Tax

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

2005 5,159,000 8.34% 129,000

5 year average: $4,582,600 $112,000

*Decrease is result of "Blues" reclassifying business for reporting purposes.
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SURPLUS LINES BROKERS:
Idaho Code Section 41-1229

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
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
2005 74,201,000 12.01% 2,041,000
5 year average: $52,223,400 $1,436,200
TITLE INSURERS:
Idaho Code Sections 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
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
2005 23,461,000 38.80% 352,000
5 year average: $18,317,600 $274,800
RISK RETENTION GROUPS:
Idaho Code Sections 41-4805, 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
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
2005 7,870,000 34.03% 197,000
5 year average: $4,858,200 $129,600
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Company Examinations and Admissions

Companies Admitted/Listed in 2005

American Farmers & Ranchers Life Insurance Company
American Guaranty Title Insurance Company
American Hallmark Insurance Company of Texas
American Public Life Insurance Company
American Southern Home Insurance Company
Amyotrophic Lateral Sclerosis Association

Astraea Risk Retention Group, Inc.

Atlantic Specialty Insurance Company

Atlantic Title Insurance Company

Auto-Owners Insurance Company

Auto-Owners Life Insurance Company

Axis Specialty Europe Limited

Berkley Regional Specialty Insurance Company
Berkshire Hathaway International Insurance Limited
Boys & Girls Clubs of America

Braille Institute of America, Inc.

BSA Local Council Purchasing Group Association, Inc.
Buttine Underwriters Purchasing Group LLC

Canine Companions for Independence, Inc.

Censtar Title Insurance Company

Church Life Insurance Company

City of Boise Employee Health Care Plan Trust
Educator’s Purchasing Group

Educators Mutual Insurance Association

Emergency Medicine Professional Assurance Company RRG
Endurance Reinsurance Corporation of America
Entertainment Providers Purchasing Group

Excess Indemnity Purchasing Group

Family Entertainment Centers Safety Association, Inc.
G.U.1.C. Insurance Company

Geovera Insurance Company

Glynn General Purchasing Group, Inc.

Habitat for Humanity International, Inc.

Health Care Service Corporation, A Mutual Legal Reserve Company
Housing Authority Property Insurance, A Mutual Company
Integrated Risk Facilities, Inc., A Risk Purchasing group

Lyndon Southern Insurance Company
Mapfre Re, Compania De Reaseguros, S.A.
Maxum Casualty Insurance Company

National Merchants Risk Purchasing Group, Inc.

Type License Company Name

CA 3592 American Bible Society
LC 3643

TC 3632

PC 3622

LC 3653

PC 3644

CA 3668

RR 3642

PC 3600

TC 3614

PC 3666

LC 3639

SL 3612

SL 3651

SL 3650

CA 3645

CA 3649

CA 3659 Brown University

PG 3660

PG 3633

CA 3663

TC 3602

LC 3595

SF 3670

PG 3601

LC 3654

RR 3589

PC 3606

PG 3661

PC 3590 Equity Insurance Company
PG 3591

PG 3613

PC 3615

PC 3604

PG 3616

CA 3629 Gordon College

CA 3605

LC 3647

PC 3671

PG 3641

PC 3618 Intrepid Insurance Company
CA 3658 JA Worldwide

PC 3626

TO 3672

PC 3625

CA 3657 Menninger Foundation
CA 3636 Mission Aviation Fellowship
PG 3637

PG 3634
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National Restaurant Owners PG, Inc.

Domicile State

NY
OK
OK
X
OK
FL
CA
AZ
NY
SC
Mi
Mi
Alien
ME
Alien
GA
CA
Rl
IL
MD
CA
X
NY
D
X
ur
NV
NY
DC
X
IL
NY
OH
MD
GA
MA
GA
IL
VT
DE
Mi
CO
LA
Alien
GA
128
CA
CA
IL




Type

PC
CA
PG
RR
PC

PC
PC
RR
PC
PC
PG
PG
SL
RR
PC
CA
CA
PG
PG
RR
RR
PG
CA
CA
CA
CA
CA
PC
LC
PC
CA
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Companies Admitted/Listed in 2005

Domicile State

MN
CO
VT
SC

OK
OH
CA
DC
FL
PA
X
IL
AL
AZ
FL
IL
NY
IL
IL
DC
DC
VA
IL
IL
CA
MA
NY
IN
cr
NV
WA

License Company Name
3665 NAU Country Insurance Company
3598 Navigators (The)
3640 New York Life Agents Purchasing Group
3646 Novus Insurance Company (Risk Retention Group)
3608 Oklahoma Farmers Union Mutual Insurance Company dba
American Farmers & Ranchers Mutual Insurance Company
3667 Owners Insurance Company
3621 Pacific Select Property Insurance Company
3610 PCH Mutual Insurance Company, Inc., A Risk Retention Group
3588 Peachtree Casualty Insurance Company
3617 Penn Millers Insurance Company
3607 Pizza Delivery Industry Association, Inc.
3652 Preferred Property Program, Inc.
3611 Red Mountain Casualty Insurance Company, Inc.
3596 Restoration Risk Retention Group, Inc.
3669 Roche Surety and Casualty Company, Inc.
3623 Rush University Medical Center
3648 Salesian Missions, Inc.
3638 School Leaders Risk Management Association Risk PG
3664 Sigma Purchasing Group Association
3628 Specialized Local Delivery Risk Retention Group, Inc.
3627 Spirit Mountain Insurance Company Risk Retention Group, Inc.
3609 Sports and Special Event Risk Purchasing Group, Inc.
3655 SVD Funds, Inc.
3635 Three Angels Broadcasting Network
3624 Trinity Christian Center of Santa Ana, Inc.
3619 Trustees of Tufts College
3620 United Church Foundation, Inc.
3656 Universal Fire & Casualty Insurance Company
3630 Vantislife Insurance Company
3631 Western Insurance Company
3662 YMCA of the Inland Northwest
Key:
AO-Advisory Organization PG-Purchasing Group
CA-Charitable Gift Annuities RC-Reinsurance Only Company
CM - County Mutual RR - Risk Retention Group
FB - Fraternal Benefit Society SF-Self-Funded Health Care Plans
HM-Managed Care Organization SL-Surplus Lines
LC-Life and Disability Insurer TC-Title Companies
MV-Motor Vehicle Service Contract Provider TO-Trustee Reinsurer
PC-Property Casualty Insurer Ul-Unauthorized Insurer




Classification of Active and Suspended Companies

Licensed
Life & Disability 510
Property & Casualty 789
Title 17
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 Organization 7
Self-Funded Employee Health Care Plans 2
Listed
Accredited Reinsurers 21
Advisory Organizations 9
Joint Reinsurance Associations 2
Purchasing Groups 196
Risk Retention Groups 66
Surplus Lines 153
Trusteed Reinsurers 9
Other Regulated Entities
Guaranty Associations 2
Surplus Lines Associations 1
Total Companies Regulated 1,962
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Companies Withdrawn, Suspended, Revoked or Delisted in 2005

AF&L Insurance Company — Suspended May 4, 2005

Ambulatory Care Emergency Purchasing Group, Inc. — Withdrawn October 7, 2005
American Academy of Child and Adolescent Psychiatry — Withdrawn March 7, 2005
Cendant Corporation Member Broker Purchasing Group — Withdrawn May 23, 2005
Crusader Insurance Company — Withdrawn April 4, 2005

Endurance Reinsurance Corporation of America — Withdrawn April 27, 2005

Erie Insurance Exchange — Withdrawn August 15, 2005

Fremont Life Insurance Company — Suspended February 10, 2005

Indemnity Marine Assurance Company Ltd. — Withdrawn July 6, 2005

Libraries Purchasing Group Association — Withdrawn February 14, 2005
Mountain-Plains Alliance Purchasing Group, Inc. — Withdrawn February 7, 2005
National Foundation for Services to Children Purchasing Group, Inc. — Withdrawn May 2, 2005
Northern Assurance Company Limited (The) — Delisted November 10, 2005

Pacific Select Property Insurance Company — Withdrawn December 6, 2005
Physicians Alternative Purchasing Group, Inc. — Withdrawn October 5, 2005
Premier Insurance Exchange, Risk Retention Group — Withdrawn March 1, 2005
Professional Nurses Purchasing Group, Inc. — Withdrawn January 19, 2005
Providence Washington Insurance Company — Suspended February 14, 2005
Reliant American Insurance Company — Delisted February 7, 2005

Specialty Surplus Insurance Company — Delisted March 25, 2005

Sphere Drake Insurance Limited — Withdrawn August 3, 2005

Sports Association Purchasing Group — Withdrawn June 17, 2005

Staff Physicians Purchasing Group, Inc. — Withdrawn October 5, 2005

Steward Risk Retention Group — Withdrawn November 1, 2005

T.R.A.M. Services, Inc. — Withdrawn July 1, 2005

Through Transport Mutual Insurance Association Limited — Withdrawn February 23, 2005
USLife Credit Life Insurance Company of Arizona — Withdrawn March 14, 2005

York Insurance Company — Suspended February 10, 2005

Yorkshire Insurance Company Limited (The) —Withdrawn July 6, 2005
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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, farmowners, 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 delivery 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’ compensation, 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 2,711 separate filings in 2005 via the SERFF (System for Electronic Rate and
Form Filing).

Highlights

for Year 2005

Business Line Rates Forms
Aircraft 1 2,668
Advertising 0 1,692
Annuities 27 904
Boiler & Machinery 14 100
Commercial Auto 67 1,466
Crime 6 640
Credit Life 15 116
Commercial Multiperil 213 10,124
Commercial Property 57 1,157
Dwelling Property 7 192
Fraternal Organizations 3 73
Farmowners 42 272
Fidelity/Surety 58 295
Group Health 75 1,901
General Liability 293 12,336
Group Life 8 356
Health Maintenance Organizations 8 174
Homeowners 54 558
Individual Health 213 1,281
Individual Life 91 1,267
Commercial Inland Marine 53 932
Personal Auto 49 646
Personal Inland Marine 10 372
Title 26 201
Other 12 187
SERFF 40 2,671
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NAIC Data Current as of July 1, 2006
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