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BEFORE THE DIRECTOR OF THE DEPARTMENT OF INSURANCE

In the Matter of:

IDAHO STATE INSURANCE FUND

Certificate of Authority No. 1924
NAIC No. 36129

The Idaho Department of Insurance (“Department™), having conducted an examination of
the affairs, transactions, accounts, records, and assets of the Idaho State Insurance Fund (“ISIF”),
pursuant to Idaho Code § 41-219(1), hereby alleges the following facts that constitute a basis for

the issuance of an order, pursuant to Idaho Code § 41-227(5)(a), adopting the Report of

STATE OF IDAHO

Docket No. 18-3533-18

ORDER ADOPTING REPORT
OF EXAMINATION AS OF
DECEMBER 31, 2016

Examination of Idaho State Insurance Fund as of December 31, 2016 (“Report™), as filed.

1. For purposes of regulation, ISIF is deemed to be an Idaho-domiciled mutual

insurance company, pursuant to Idaho Code § 72-901(4), and is authorized to transact workers’

FINDINGS OF FACT

compensation insurance in Idaho under Certificate of Authority No. 1924.
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2. The Department completed an examination of ISIF pursuant to Idaho Code § 41-
219(1) on or about July 5, 2018. The Department’s findings are set forth in the Report.

3. Pursuant to Idaho Code § 41-227(4), a copy of the Report, verified under oath by
the Department’s examiner-in-charge, was filed with the Department on or about July 5, 2018,
and a copy of such verified Report was transmitted to ISIF on July 11, 2018. A copy of the
verified Report is attached hereto as Exhibit A.

4. On or about July 30, 2018, the Department received a Waiver signed by Rick
Ferguson, Fund Manager and CEO of ISIF, and dated July 26, 2018. By execution of such
Waiver, a copy of which is attached hereto as Exhibit B, ISIF acknowledged receipt of the
Report, waived the right to examine the Report for up to thirty (30) days and consented to the
immediate entry of a final order by the Director of the Department (“Director”) adopting the
Report without any modifications. Such Waiver also included ISIF’s agreement to waive other
statutory rights, to include waiver of the right to make a written submission or rebuttal to the
Report; and waiver of rights to request a hearing and to seek reconsideration or appeal from the
Director’s final order.

5. No written submissions or rebuttals, pursuant to Idaho Code § 41-227(4), with
respect to any matters contained in the Report were submitted to the Department by ISIF.

CONCLUSIONS OF LAW

6. Idaho Code § 41-227(5)(a) provides that “[w]ithin thirty (30) days of the end of
the period allowed for the receipt of written submissions or rebuttals, the director shall fully
consider and review the report, together with any written submissions or rebuttals and relevant
portions of the examiner’s work papers” and shall enter an order adopting the report of

examination as filed or with modifications or corrections.
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7. Having fully considered the Report, the Director concludes that ISIF meets the

minimum requirements set forth in Idaho Code § 41-313(1).
ORDER

NOW, THEREFORE, based on the foregoing, IT IS HEREBY ORDERED that the
Report of Examination of Idaho State Insurance Fund as of December 31, 2016, is hereby
ADOPTED as filed, pursuant to Idaho Code § 41-227(5)(a), and a copy of this Order with all
exhibits referenced herein, including the adopted Report, is hereby transmitted to the Governor
of the State of Idaho, in accordance with Idaho Code § 72-914.

IT IS FURTHER ORDERED, pursuant to Idaho Code § 41-227(8), that the adopted
Report is a public record and shall not be subject to the exemptions from disclosure provided in
chapter 3, title 9, Idaho Code.

IT IS SO ORDERED.

DATED this£2  day of August, 2018.

STATE OF IDAHO
DEPARTMENT OF INSURANCE

="

DEAN L. CAMERON
Director
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that, on this Mday of August, 2018, I caused a true and
correct copy of the foregoing ORDER ADOPTING REPORT OF EXAMINATION AS OF
DECEMBER 31, 2016 to be served upon the following by the designated means:

Idaho State Insurance Fund
Attn: Rick Ferguson, Manager
1215 West State Street

Boise, ID 83720-0044
Rick.Ferguson@idahosif.org

The Honorable C.L. “Butch™ Otter
Governor, State of Idaho

Idaho Statehouse

Boise, ID 83720

Nathan Faragher

Chief Examiner, Company Activities Bureau Chief
[daho Department of Insurance

700 W. State Street, 3™ Floor

P.O. Box 83720

Boise, ID 83720-0043
nathan.faragher@doi.idaho.gov

[ ] first class mail
X certified mail
[ ] hand delivery

[X] email

[ ] first class mail
[] certified mail

[ ] hand delivery

[ ] email

X Statehouse Mail

[ ] first class mail
[ ] certified mail
[] hand delivery

<] email

Yt %/‘/7
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Boise, Idaho
July 5, 2018

The Honorable Dean L. Cameron
Director of Insurance

State of Idaho

700 West State Street

P.O. Box 83720

Boise, Idaho 83720-0043

Dear Director:

Pursuant to your instructions, in compliance with Idaho Code § 41-219(1), and in accordance
with the practices and procedures promulgated by the National Association of Insurance
Commissioners (NAIC), we have conducted an examination as of December 31, 2016, of the
financial condition and corporate affairs of’

Idaho State Insurance Fund
1215 West State Street
Boise, Idaho 83702

Hereinafter referred to as the “Fund.” The following report of examination is respectfully
submitted.

SCOPE OF EXAMINATION

Period Covered

We have performed our full scope financial examination of the Fund using a risk-focused
approach. The exam was completed as of December 31, 2016. This examination covers the
period of January 1, 2012 through December 31, 2016, and subsequent.

Examination Procedures Ismployed



The examination was conducted in accordance with the risk-focused examination process
pursuant to the NAIC Financial Condition Examiners Handbook to determine compliance with
accounting practices and procedures in conformity with the applicable laws of the State of 1daho,
and insurance rules promulgated by the Idaho Department of Insurance (Department). The
examination process required that we plan and perform the examination to evaluate the financial
condition and identify prospective risks of the Fund, including management and governance,
identifying and assessing inherent risks within the Fund, and evaluating system controls and
procedures used to mitigate those risks. The examination also included assessing the principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation, and management’s compliance with all applicable provisions within Title
41 of the Idaho Code.

The Fund retained the services of the certified public accounting firm, Deloitte & Touche LLP,
Boise, Idaho, to audit its financial records for the years under examination. The firm provided
the examiners access to requested work papers prepared in connection with its audits. The
external audit work was relied upon where deemed appropriate.

All accounts and activities of the Fund were considered during the examination process in
accordance with the risk-focused examination process. This included assessing significant
estimates made by management and evaluating management’s compliance with Statutory
Accounting Principles. The examination does not attest to the fair presentation of the financial
statements included herein. If during the course of the examination an adjustment is identified,
the impact of such adjustment will be documented separately following the Fund's financial
statements.

The examination determined the risks associated with identified key functional activities of the
Fund's operations and considered mitigating factors. Interviews were held with the senior
management of the Fund to gain an understanding of the entity’s operating profile and control
environment.

This examination report includes findings of fact, as mentioned in Idaho Code § 41-227(2) and
general information about the Fund and its financial condition. There were other items identified
during the examination that, due to their nature, are not included within the examination report
but separately communicated to the Fund.

A letter of representation certifying that management disclosed all significant matters and
records was obtained from management and included in the examination working papers.

Status of Prior Examination Findings

Our examination included a review to determine the current status of the exception conditions
noted in the Management Letters issued along with the Report of Examination dated December
31, 2011 and the Report of Limited Scope Market Conduct Examination dated December 31,
2011. Both reports covered the period from January 1, 2007 to December 31, 2011. The Fund
had satisfactorily addressed the findings, except as noted in the current Management Letter.



SUMMARY OF SIGNIFICANT FINDINGS

Our examination did not disclose any material adverse findings or any adjustments that impacted
the Fund's reported surplus as regards policyholders.

SUBSEQUENT EVENTS

We noted no significant subsequent events as of the date of this Report of Examination.

FUND HISTORY

General

The Fund was established by an act of the Legislature of the State of Idaho and was approved on
March 16, 1917, in conjunction with the passage of the Workmen’s Compensation Act, which
became effective on January 1, 1918, pursuant to Idaho Code, Title 72, Chapter 9. The Fund
Manager’s office was organized effective July 1, 1917, in preparation for the establishment of
the Workers’ Compensation Act. The Fund was incorporated/organized on December 31, 1917,
and commenced business on January 1, 1918. Under ldaho Code § 41-902, the Board of
Directors appoints a manager of the Fund.

The Fund was founded for the purpose of providing Idaho employers a reliable source of
workers’ compensation insurance protection at a low cost. Workers' compensation coverage
generally provides compensation for injuries sustained by the employees that are work related,
including bodily injury, accidental death, occupational disabilities and disease.

On April. 3, 1998, legislation was enacted relating to the Fund by amending Title 72, and to
provide application of the Idaho Insurance Code, Title 41 for the purpose of regulation. The
Fund is an independent body corporate politic. For purposes of regulation, the Fund is deemed
to be a mutual insurer pursuant to Idaho Code § 72-901(4). The Fund operates under Certificate
of Authority No. 1924, which was issued on April 3, 1998.

The Fund is operated exclusively from insurance premiums received from policyholders, is not
tax supported, and the State of Idaho is not liable for any of its indebtedness. Pursuant to Idaho
Code § 72-912, invested assets of the Fund are managed by the Idaho Endowment Fund
Investment Board, with the direction and approval of the Fund Manager.

The Fund is not subject to federal income taxes or state and local property taxes. However, the
Fund is required to pay premium taxes to the Department, pursuant to Idaho Code § 41-402.
Under Idaho Code § 72-523, the Fund also pays a 2 percent premium tax to the Idaho Industrial
Commission. Idaho Code § 72-523, allows a credit on the Idaho Department of Insurance






