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State of Idaho
DEPARTMENT OF INSURANCE

C.L.“BUTCH’ OTTER 700 West State Street, 3rd Floor WILLIAM W.DEAL
Governor P. O. Box 83720 Director
Boise, Idaho 83720-0043
Phone (208)334-4250

FAX (208)334-4398

October 1, 2008

Honorable C. L. “Butch” Otter
Governor, State of Idaho
Statehouse

Boise, ID 83720

Dear Governor Otter:

As Director of the Department of Insurance, | am pleased to submit to you the Idaho Department of Insurance
Annual Report for the calendar year 2007, as required by Section 41-216, Idaho Code. The statistics in this report
are compiled from the December 31, 2007 annual statements filed with the department by insurance companies
licensed in Idaho.

By fairly enforcing the insurance laws of Idaho, the Department of Insurance continues a long tradition of
protecting consumers while providing a competitive environment for companies doing business in our state. |
wish to acknowledge and thank the department’s knowledgeable, dedicated and professional staff who provide
superior service for the citizens of Idaho.

Thank you, Governor, for your continued support of our department.

Respectfully submitted,

Wlbliaun, focl

William W. Deal
Director
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Administration

Department of Insurance
Mission Statement

The mission of the
pepartment of nsurance 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 220
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

Moscow, ID 83843

Fire Prevention/Investigation: 208-882-2368
Fax: 208-882-5419

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)
Investigations: 208-666-4056

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 Administrative Actions

Producers (Agents)
Licenses Revoked 5
Licenses Denied 2
Orders with Administrative Penalties 8
Companies
Certificate of Authority Revoked
Certificate of Authority Suspended

Orders Approving Non-Renewal

Orders — Other 1

3
7
3
Orders with Administrative Penalty 2
4
Market Conduct 0

6

Worker’s 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 OC 0401574D

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

In the Matter of the Liquidation of 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 ldaho, Department of Insurance v. Fremont Indemnity, Case No. OC 03 09839D

State of Idaho v. Commercial Compensation Casualty Company, Case No. OC 03 03337D

State of Idaho, Department of Insurance v. PHICO Insurance Company, Case No. CV OC 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

State of Idaho, ex rel. Gary L. Smith, Director of the Idaho Department of Insurance v. Legion
Insurance Company, a Pennsylvania Insurer in Liquidation, Case No. CV OC 0506528

Actions in Idaho State Court

State of Idaho, Department of Insurance v. Kenneth D. Sloan, Jennifer Sharp, and Boise Financial
Services, a General Partnership, Case No. CV OC 0720689
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Summary of Legislative Changes Enacted in 2007
Impacting the Department of Insurance or the
Insurance iIndustry

Department of Insurance Legislation

The following insurance-related bills were enacted into law and took effect July 1, 2007, unless otherwise
noted. Bill numbers in bold are legislative changes proposed by the Department of Insurance.

House Bill 088: Amends Idaho Code § 41-5403 to add a risk-based capital trend test for property & casualty
insurers.

House Bill 089: Amends Idaho Code § 41-1036 to delete an exemption from record-keeping requirements
for life and disability producers, and to allow producer records of transactions to be maintained off-site and
in electronic form as long as they can be made available upon reasonable notice.

House Bill 090: Amends Idaho Code § 41-1427 to increase the minimum period for examinations of rating
organizations from three years to five years.

House Bill 091: Amends Idaho Code § 41-509 to remove an obsolete reference to “limits of risk.”

House Bill 092: Amends Idaho Code § 41-249 to permit the DOI to share information with international
regulatory and law enforcement agencies.

House Bill 096: Amends Idaho Code § 41-2801 to make Chapter 28 “any willing provider” and “most
favored nation” contracting restrictions applicable to both foreign and domestic insurers.

House Bill 097: Amends Idaho Code § 41-230 to make the grant of immunity from criminal prosecution for
compelled testimony regarding insurance matters consistent with the grant of immunity provided by other
immunity statutes contained in Idaho’s criminal code.

House Bill 098: Amends Idaho Code §§ 41-292 and 41-293 to clarify and add to definitions of activities that
constitute insurance fraud.

House Bill 099: Amends Idaho Code §§ 41-4909 and 41-4914 to increase the unencumbered balance in
the Petroleum Clean Water Trust Fund required to trigger imposition and suspension of transfer fees, and to
provide for the Fund’s board of trustees to direct the State Treasurer regarding investments of Fund assets.

House Bill 111: Amends Idaho Code § 41-1302 to expressly prohibit the use of dishonest or predatory
insurance sales practices targeting members of the military. This provision is intended to allow Idaho to
meet federal requirements for rules relating to insurance sales to military personnel.

House Bill 190: Amends Idaho Code § 41-402 to exempt dental insurance from the state premium tax and
to impose a new tax on dental insurance at the rate of 4 cents per contract per month. (Note: Because the
effective date of this law is July 1, for 2007 dental insurance will be subject to the normal premium tax for the
period January 1 to July 1, and will be taxed at the rate of 4 cents per contract, per month after July 1, 2007.)

Senate Bill 1030: Amends Idaho Code § 9-340D of the Public Records Act to exempt from disclosure as
public records certain types of records required to be filed with a surplus lines association.

Senate Bill 1105: Amends Idaho Code §§ 41-2103, 41-4703, 41-5501 and 63-3022K to increase the minimum
age for unmarried dependents from 19 to 21, and from age 23 to 25 for a full time student financially
dependent upon the parent. These changes affect individual and small group policies, but not large group
policies. (Note: The Department has issued Bulletin 07-6 explaining how carriers should implement this
change beginning July 1.)
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Senate Bill 1126: Amends Idaho Code §§ 49-1212 and 49-2417 to prohibit auto policies from providing for
reduced levels of coverage for members of an insured’s family or household, or other authorized user
except as provided in section 41-2510, and to make the limit of liability for a vehicle owner due to imputed
negligence the greater of the amount required by the proof of financial responsibility law or the limits of the
vehicle owner’s policy.

Senate Bill 1161: Amends Idaho Code §§ 19-2927, 19-2928 and 19-2929 to increase time periods relating
to exoneration and forfeiture of bail from 90 days to 180 days.

Senate Bill 1170: Amends Idaho Code §§ 56-1302, 56-1303 and 56-1306 of the Idaho Long Term Care
Partnership Program to remove language that required exhaustion of policy benefits in order to qualify for
the Program and to require that insurers marketing qualifying long term care policies provide a notice
explaining the benefits associated with a partnership policy.

Idaho Department of Insurance Annual Report



Rules Adopted

Rule No.

Rule 24
IDAPA 18.01.24

Rule 27
IDAPA 18.01.27

Rule 28
IDAPA 18.01.28

Rule 34
IDAPA 18.01.34

Rule 44
IDAPA 18.01.44

Rule 56
IDAPA 18.01.56

Rule 60
IDAPA 18.01.60

Rule 68
IDAPA 18.01.68

Rule 74
IDAPA 18.01.74

Rule 76
IDAPA 18.01.76

Rule 77
IDAPA18.01.77
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Advertisement of Disability (Accident and Sickness) Insurance
Effective 3/30/07

Self-Funded Employee Health Care Plans
Effective 3/30/07

Governmental Self-Funded Employee Health Care Plans
Effective 3/30/07

Certificate of Liability Insurance for Motor Vehicles
Effective 3/30/07

Schedule of Fees, Licenses and Miscellaneous Charges
Effective 3/21/07

Rebates and lllegal Inducements to Obtaining Title Insurance Business
Effective 3/30/07

Long-Term Care Insurance Minimum Standards
Effective 3/30/07

Minimum Reserve Standards for Individual and Group Health Insurance
Effective 3/30/07

Coordination of Benefits
Effective 3/30/07

Property and Casualty Actuarial Opinion
Effective 3/30/07

Actuarial Opinion and Memorandum Rule
Effective 3/30/07




Bulletins Issued

Bulletin No.

07-10

07-09

07-08

07-07

07-06

07-05

07-04

07-03

07-02

ees

07-01
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Eligible Surplus Lines Insurers
November 1, 2007
(Rescinds Bulletin 07-4)

Employment-Related Individual Health Benefit Plans (List Billing)
July 3, 2007

Long Term Care Partnership Notice
July 25, 2007

Rate of Interest on Deferred Payment of Cash Surrendered Benefits, Effective July 1, 2007
July 1, 2007
(Rescinds Bulletin 06-3)

Notice Regarding New Dependent Age Limits Set Forth in Senate Bill 1105
May 11, 2007

Use of Revised Accounting Practices and Procedures Manual of the NAIC
April 10, 2007
(Supercedes Bulletin 06-2)

Eligible Surplus Line Insurers
April 11, 2007
(Rescinds Bulletin 06-4)

Stranger or Investor Owned Life Insurance Arrangements
April 2, 2007

Final HIPAA Portablity Rules: Required Notice of Preexisting Conditions as Part of Written
Application for Enrollment and Written Warning of Penalties Imposed on Late Enroll-

March 13, 2007

Federal Emergency Management Agency Flood Insurance Training Requirements
for Insurance Producers Selling through the National Flood Insurance Program and
Recommendations Regarding the Sale of Flood Insurance
February 15, 2007




Departrment Fund Sources*

For the Fiscal Year Ended June 30, 2008

Premium Taxes 90.5%

Federal Grant

0.5%
Regulatory
Fees &
Licenses
9.0%

Premium Taxes, Fines & Penalties $ 75,872,000
Regulatory Fees & Licenses & Interest 7,552,900
Federal Grant 411,500
Total $ 83,836,400

Department receipts totaled over $83.8 million in FY 08. Taxes on insurance premiums constituted
the largest portion (90.5%) of these receipts, amounting to $75.9 million. Regulatory fees and licenses
of $7.5 million and federal grant funds of $.4 million accounted for the remainder of the FY08 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, Insurance Solvency
and Fraud Prevention; and Federal Grant.
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Department Fund Applications*

For the Fiscal Year Ended June 30, 2008

Flrgmen X High Risk
Retirement ’
Premium 4.5% Reinsurance
' Pool 9.8%
Tax Refunds
w1 Operating

Expense
8.1%

\

Decrease in
Cash Balance

General Fund
(State of Idaho
Operations)

68.4%
General Fund $ 57,300,000
Premium Tax Refunds 7,629,300
Firemen's Retirement (PERSI) 3,834,600
High Risk Reinsurance Pool/Other 8,262,400
Department Operating Expenses 6,863,200

Decrease in Cash Balance

Total $ 83,836,400

In FY 08, distributions to the General Fund totaled more than $57.3 million, while distributions
to the Premium Tax Refund, Firemen's Retirement Program and High Risk Reinsurance Pool
were $7.6 million, $3.8 million and $8.3 million, respectively. The department's operations are
funded by regulatory fees, licenses and other miscellaneous revenue sources. In FY 08, the
department expended $6.8 million, or 8.1% of its total receipts, to fund department program

operations.

* Includes the following funds: Insurance Administrative Fund; Arson, 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, 2008

Free Fund Balance, July 1, 2007
Encumbrances as of July 1, 2007
Total Free Fund Balance, July 1, 2007

Receipts:
Premium Taxes $
Licenses, Permits and Fees
Fines & Penalties
Other Revenue
Total Receipts

Total Cash Available

Disbursements:
Personnel Costs $
Communication Services
Employee Development
Other Services (Clerical)
Professional Services
Repairs & Maintenance
Administrative Services
Data Processing Services
Employee Travel Costs
Supplies
Insurance
Rental & Operating Leases
Misc Expend (Investigative; Governmental Overhead)
Capital Outlay
Total Disbursements

Prior Period Expenditures as of June 30, 2008
Encumbrances as of June 30, 2008

Transfers Out:

Refund Fund

Firemen's Retirement (PERSI)

Insurance Insolvency Fund

Other/High Risk Reinsurance Pool
Total Transfers Out

Free Fund Balance, June 30, 2008

Insurance Administrative Fund

75,780,900
6,543,500
91,100
13,600

3,608,400
119,600
26,700
32,000
989,900
8,600
53,200
155,300
84,300
36,500
3,100
270,300
3,500
75,000

General Fund $

57,300,000
7,629,300
3,834,600

8,262,400

$

8,379,000
210,000
8,589,000

82,429,100

91,018,100

(5,466,400)

50,000
0.00

(77.026,300)

8,475,400
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Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2008

Arson, Fire and Fraud Prevention Fund

Free Fund Balance, July 1, 2007 $ 1,679,200
Encumbrances as of July 1, 2007 22,100
Total Free Fund Balance, July 1, 2007 1,701,300
Receipts:
Licenses, Permits and Fees $ 1,024,900
Interest Income 70,100
Other Revenue 4,400
Total Receipts 1,099,400
Total Cash Available 2,800,700

Disbursements:

Personnel Costs $ 659,300
Communication Services 19,100
Employee Development 12,500
Technical Services 167,600
Repairs & Maintenance 6,100
Administrative Services 4,600
Employee Travel Costs 16,600
Supplies 23,800
Insurance 1,100
Rental & Operating Leases 40,800
Miscellaneous Expenditures 2,500
Capital Outlay 37,100
Total Disbursements $  (991,100)
Prior Period Expenditures as of June 30, 2008 22,100

Encumbrances as of June 30, 2008 -

Free Fund Balance, June 30, 2008 $ 1,787,500

Insurance Refund Fund

Free Fund Balance, July 1, 2007 $ 40,000
Transfers in from Insurance Administrative Fund 7,629,300
Total Cash Available 7,669,300

Disbursements:
Refunds of Premium Tax Overpayments $ 7,431,800
Total Disbursements (7,431,800)

Transfers Out:
General Fund -
Total Transfers Out -

Free Fund Balance, June 30, 2008 $ 237,500 *

* Transfer to the General Fund for excess cash of $197,500 was made on July 01, 2008 and will
be reflected on FYQ9 Fiscal Year End report.
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Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2008

Federal Grant Fund

Free Fund Balance, July 1, 2007 $ 900
Encumbrances as of July 1, 2007 -
Total Free Fund Balance, July 1, 2007 900

Receipts:

Federal Grants $ 411,500
Total Receipts 411,500

Advances Received -
Total Cash Available 412,400
Transfers out to: Insurance Administrative fund 0229-10 -

Disbursements:
Personnel Costs $ 142,800
Operating Expenses 94,200
Sub Grantee Payments 168,800
Capital Outlay -
Total Disbursements (405,800)

Encumbrances as of June 30, 2008 -

Free Fund Balance, June 30, 2008 $ 6,600

Insurance Insolvency Fund
Free Fund Balance, July 1, 2007 $ 100,000
Receipts -
Transfers In (Reduction in General Fund Transfer)
Total Cash Available 100,000
Disbursements:
Personnel Cost - -
Supplies - -
Communication Services - -
Miscellaneous Expenditures - -
Professional Services - -

Employee Travel Costs - -
Total Disbursements

Free Fund Balance, June 30, 2008 $ 100,000
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Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2008

Liquidation Trust Fund

Free Fund Balance, July 1, 2007 $ 1,482,500
Receipts:

Interest & Other Investment Income $ 346,800
Sale of Services, Goods & Property -
Receipts to Trust 2,579,500

$ 2,926,300

Transfers in from: Diversified Bond Fund 814,600

Total Receipts and Transfers-In 3,740,900

Total Cash Available $ 5,223,400

Disbursements:
Operating Expense $ 50,000

Transfers Out:
Investment Purchase - Universe Insurance

Account Liquidation 3,128,000
Total Disbursements and Transfers Out (3,178,000)
Free Fund Balance, June 30, 2008 $ 2,045,400
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Con.s'umer
Services

The Consumer Services Bureau consists of three sections: Consumer Affairs, Senior Health Insurance
Benefits Advisors (SHIBA), and Producer Licensing. The sections 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.

Consumer Affairs

The Consumer Affairs Section is generally the department’s primary contact with the public. The 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, companies, producers and
legal representatives in the form of technical assistance on claims procedures, underwriting, 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 2007
+ Written complaints received from consumers 858
+ Written complaints closed 926
¢ Walk-in inquiries from consumers 195
¢ Telephone inquiries from consumers 8,030
¢ Funds recovered for the public $2,216,352

Idaho Department of Insurance Annual Report




Producer Licensing

The Producer Licensing Section processes and reviews license applications, examines qualifications of
applicants and issues and renews licenses for over 60,000 producers, both residents and non-residents.

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 and the department is presently processing 95% of all renewals electronically. Electronic
processing completely eliminates any hands-on labor for the department as well as giving the producers
immediate license renewal online.

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 2007, the department has over 60,000 licensed insurance
producers.

The department began accepting online electronic applications through the National Insurance Producers
Registry (NIPR) in 2005, and in 2006 over 60% of all applications were processed electronically. In 2008
the department will begin to receive resident applications, and this will raise the total electronic
applications to 75% or more.

Initiatives in the coming year include installation of a new licensing data collection system and plans are
being made to go paperless in the near future. Both initiatives 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 2007
¢ License applications received 15,768
¢ Licenses issued 15,636
¢ Total licensees at year end 68,521
¢ CE applications approved 2,096

Idaho Department of Insurance Annual Report




SHIBA Program
(Senior Health Insurance Benefits Advisors)

The Senior Health Insurance Benefits Advisors (SHIBA) Program provides free information, counseling
and assistance program for Medicare beneficiaries who have questions or problems about health insur-
ance 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
disseminated 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 plans, how to
choose a prescription drug plan 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 2007
+ Volunteer counseling hours 5,609
¢ One-on-one contacts in person 12,751

¢ People reached through community, educational
and media presentations 263,216

+ Calls for the year 15,336
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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 2007
¢ Opened cases 245
¢ Closed cases 88
+ Referred cases for criminal and administrative action 40
¢ Criminal and administrative convictions obtained 11
¢ Fiscal impact of cases handled $3,175,258*

* Estimated loss amount reported by the insurance industry. Numerous
referrals were received wherein the loss amount was not reported by the
insurers.
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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 ldaho

Fire Incident Reporting System (IFIRS).

Highlights

for Year 2007
+ Total fires reported in Idaho 8,389
¢ Number of residential fires 1,251
+ Total estimated dollar loss reported $63 million
¢ Civilian fatalities reported 15
+ 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 State Fire
Marshal website (www.doi.idaho.gov/sfm/firemars.aspx) .
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Company
Activities

The Company Activities Bureau consists of four sections: Examinations, Premium Tax, Rates and Forms
and Market Analysis. 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 health-
care plans, risk retention and purchasing groups, and rating organizations. Additionally, the Examinations
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 certifi-
cate 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 policy-
holders. 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 compa-
nies on an as-needed basis.

e 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 ldaho. 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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Company Examinations and Admissions

Companies Admitted/Listed/Registered in 2007

License# Company Name/Type

Advisory Organization

3840

West Publishing Corporation, DBA Oden

Charitable Gift Annuities (CA)

3825
3826
3817
3757
3792
3813
3809
3768
3769
3827
3849
3791
3797
3790
3784
3834
3785
3782
3762
3804
3770
3761
3771
3805

Life/Health

3767
3759
3758

American Humane Association

Auburn University Foundation

Bar-llan University

Carleton College

Case Western Reserve University
Curators of the University of Missouri
Daybreak

Girls Incorporated

Leadership Institute (The)

Luther Seminary

Mount Vernon Ladies’ Association of the Union
National Geographic Society
Northwest Yearly Meeting of Friends
Ohio State University Foundation (The)
Omaha Home for Boys

Regents of the University of California

Scottish Rite Foundation, Southern Jurisdiction, U.S.A.., Inc.

Stephens College

Sudan Interior Mission, Inc.
Swarthmore College

Truman State University Foundation
University of North Dakota Foundation
Vanderbilt University

Willamette University

ODS Health Plan, Inc.
Senior Life Insurance Company
Silverscript Insurance Company

Property/Casualty

3839
3820
3800
3799
3808
3773
3783
3775
3833
3832
3756
3778
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Alamance Insurance Company

Allied World National Assurance Company

Companion Commercial Insurance Company
Companion Property and Casualty Insurance Company
Compwest Insurance Company

Cooperative Mutual Insurance Company

Farmers Union Mutual Insurance Company

Firemen’s Insurance Company of Washington, D.C.
Genworth Financial Assurance Corporation

Milwaukee Casualty Insurance Company

Pennsylvania Lumbermens Mutual Insurance Company
Plans’ Liability Insurance Company

Domicile State

MN

CO
AL
NY
MN
OH
MO
WA
NY
VA
MN
VA
DC
OR
OH
NE
CA
DC
MO
NC
PA
MO
ND
TN
OR

OR
GA
TN

IL
NH
SC
SC
CA
NE
MT
DE
NC
WI
PA
OH




License#

Companies Admitted/Listed/Registered in 2007 (continued)
Company Name/Type

Property/Casualty (continued)

3835
3774
3786
3816
3831
3830
3801
3772
3838
2722

Progressive Advanced Insurance Company
Progressive Max Insurance Company

Rockwood Casualty Insurance Company

Safety First Insurance Company

Secura Insurance, A Mutual Company

Secura Supreme Insurance Company

Securian Casualty Company

Tower Insurance Company of New York

United Security Insurance Company

Washington Casualty Company (Reinstated 4/27/2007)

Purchasing Groups

3781
3793
3806
3776
3836
3847
3798
3788
3789
3846
3848
3794
3819
3807
3844
3787
3780
3821
3837
3818
3824
3843

AKC PG, Inc.

American Retail Traders, Inc.

Association of Professionals Entertainers
Association Resource Group PG

Brokers Network Purchasing Group

E.E. Hall Auto Dealer Umbrella PG, Inc.
Exhibitors Insurance Purchasing Group, Inc.
Gallagher Steel Courier Risk Purchasing Group
Hudson Media Protection Purchasing Group
Hudson QSR Purchasing Group

Hudson Railroad Protective Liability Group

KIS PG, Inc.

National Purchasing Group for Pest Control Operators, Inc.
School Support Purchasing Group

SF Risk Management Group, LLC

Showstoppers Purchasing Group

Social Service Providers PG, Inc.

Swiss Re Purchasing Group for Insurance Agents
Ullico Labor Protection Group

United Church Purchasing Group

United States Equestrian Federation Service Company RPG
WCPP Purchasing Group, Inc.

Reinsurance Only

3828

Allied World Assurance Company (U.S.) Inc.

Risk Retention Group (RR)

3829
3777
3822
3815
3765
3795

Caring Communities, A Reciprocal Risk Retention Group

Financial Advisors Assurance Select Risk Retention Group

Green Hills Insurance Company, A Risk Retention Group

Health Care Industry Liability Reciprocal Insurance Company, A RRG
Preferred Contractors Insurance Company RRG, LLC

U.S. Fidelis Insurance Company RRG, Inc.

Self-Funded Health Care Plan

3814
3842
3823
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AFS Employee Benefits Trust
Employers Resource Benefit Trust
Government Employees Medical Plan (Gemplan)

Domicile State

OH
OH
PA
IL
WI
WI
MN
NY
CO
WA

DE
DE
IL
CO
CO
DE
CT
NJ
DC
DC
DC
DE
FL
MD
DE
IL
DE
KS
DC
CO
CoO
CA

DE

DC
NV
\'al
DC
MT
MT

uT
ID
ID




Companies Admitted/Listed/Registered in 2007 (continued)

License# Company Name/Type

Surplus Line Insurers

3802 Acceptance Indemnity Insurance Company

3764 AIX Specialty Insurance Company

3841 Cincinnati Specialty Underwriters Insurance Company
3812 Ironshore Insurance Ltd

3810 Mitsui Sumitomo Insurance Company (Europe) Limited
3796 Nationsbuilders Insurance Company

3845 TM Specialty Insurance Company

3811 Tokio Marine Europe Insurance Limited

Title

3760 Westcor Land Title Insurance Company

Classification of Active and Suspended Companies 2007

Licensed

Life & Disability

Property & Casualty

Title

County Mutual Fire

Fraternal Benefit Societies

Managed Care Organizations

Hospital and Professional Service Corporations
Hospital Liabilities Trusts

Petroleum Clean Water Trusts

Rating Organizations

Self-Funded Employee Health Care Plans

Listed

Accredited Reinsurers
Advisory Organizations
Charitable Gift Annuities

Joint Reinsurance Associations
Purchasing Groups

Risk Retention Groups

Surplus Lines

Trusteed Reinsurers

Other Requlated Entities

Guaranty Associations
Surplus Lines Associations

Total Companies Regulated
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Domicile State

NE
DE
DE
oT
oT
DC
AZ
oT

CA

21
203
211

75
164

2,028




Companies Withdrawn, Suspended, Revoked or Delisted in 2007

Advisory Organization
Oden Insurance Services, Inc. — Delisted October 25, 2007

Life/Health Companies

Benicorp Insurance Company — Revoked September 19, 2007
CM Assurance Company — Withdrawn January 8, 2007

Property/Casualty Companies
Vesta Insurance Corporation — Expired March 31, 2007

Purchasing Groups

C.H.I.L.D., INC — Withdrawn May 4, 2007

Coca-Cola Bottlers’ Association — Withdrawn April 2, 2007

Consultants, Sales Reps. and Administrators PG — Withdrawn March 7, 2007

Consumer Data Industry Associations, Inc. — Withdrawn April 25, 2007

Daycare Providers Insurance Purchasing Group — Withdrawn February 20, 2007

Health Care Purchasing Group, Inc. — Withdrawn May 11, 2007

International Hospitality Purchasing Group — Withdrawn March 7, 2007

National Alliance of Nonprofit Organizations, Inc. — Withdrawn January 29, 2007

National Association of Independent Life Brokerage Agencies — Withdrawn March 7, 2007
NHO Purchasing Group, Inc. — Withdrawn March 31, 2007

Real Estate Associations Purchasing Group — Withdrawn April 25, 2007

Rental Equipment Dealers, Inc. — Withdrawn February 2, 2007

Restaurant Owners PG, Inc. — Withdrawn April 11, 2007

United American Legal Service Providers Professional Liability Association - Withdrawn June 12, 2007
Washington Contract Loggers Association — Withdrawn April 11, 2007

Reinsurance Only Companies

Alamance Insurance Company — Withdrawn December 4, 2007
Praetorian Specialty Insurance Company — Withdrawn August 2, 2007

Risk Retention Groups

Capital Assurance Risk Retention Group, Inc. — Terminated November 6, 2007
Surplus Lines Insurers

Alea London Limited — Delisted January 31, 2007
Catlin Insurance Company LTD — Delisted February 20, 2007

Trusteed Reinsurer Only

St. Paul Reinsurance Company Limited - Delisted November 28, 2007
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Market Analysis

Market Analysis is part of the National Association of Insurance Commissioner’s (NAIC) Insurance
Regulatory Modernization Action Plan. The purpose of the Market Analysis program is to prioritize and
coordinate the various market regulation functions of the department, establish an integrated system of
proportional response to market problems and to provide a framework of collaboration among the states
regarding identification of market conduct issues and market regulation.

Section duties:

Develop a formal market analysis program that analyzes companies based upon general market
problems and companies that may be operating outside general industry norms; in other words identify
“outliers.”

The formal program includes (but is not limited to) establishment of a systematic procedure for
interdepartmental communication, analysis of consumer complaint data and coordinated schedule of
baseline analysis including financial data.

Oversee and coordinate the Market Conduct Annual Statement (MCAS) project. The goal of this project is

to provide a uniform system of collecting market related information. MCAS promotes uniform analysis by
applying consistent measurements and comparisons among companies allowing equal measurement
across all companies.

Facilitate Interstate Collaboration with implementation of uniform standards similar to existing financial
standards with the goal of creating a regulatory system in which all states will have the confidence to rely
on each other’s regulatory efforts. This reliance will create a market regulatory system of greater
domestic deference, thus allowing individual states to concentrate their efforts on issues of their
choosing.

Follow up on completed Market Conduct examination recommendations and identify areas not in
compliance with Idaho insurance code. Make recommendations and referrals for possible administrative
actions and assist in drafting legislation and rules. Conduct or participate in Market Conduct
examinations at the direction of the Examination section.
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Premium Tax

Premium taxes are collected by the State of Idaho, Department of Insurance and deposited in the Insurance
Administrative Fund #0229-10 to be distributed as follows:

e That amount as needed up to 20% for the refund account;

e Aportion to the PERSI firemen’s retirement account (Idaho Code 59-1394);

* 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
supervision to the extent that such costs cannot be satisfied from the assets of the
companies;

* Twenty-five percent of the premium tax exceeding $45,000,000 to the Idaho High Risk
Individual Reinsurance Pool;

* Twenty-five percent of the premium tax exceeding $55,000,000 to the Idaho Health
Insurance Access Card Fund CHIP Plan B;

* Remaining 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:

* Worker’s Compensation Offset - All worker’s 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 worker’s compensation line of business to the Department of Insurance.
The offset cannot be allowed against any other lines of insurance (ldaho 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 & 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 minus dental premiums which
are taxed at .04 per subscriber per month, effective July 1, 2007. 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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Summary of Premium Tax Collection
Calendar Years 2003 through 2007

(all figures are rounded fto the nearest thousand)

STOCK & MUTUAL INSURERS:

Idaho Code Sections 41-402 through 41-405

Calendar Taxable Percentage Increase Premium

Year Premiums of Premiums Tax

2003 3,143,940,000 8.59% 71,246,000

2004 3,360,797,000 6.90% 76,319,000

2005 3,550,466,000 5.64% 75,238,000

2006 3,746,019,000 5.51% 74,681,000

2007 3,851,678,000 2.82% 71,819,000 *
5 year average: $3,530,580,000 $73,860,600

* Dental premiums are taxed at .04 per subscriber per month, effective 7-1-2007.

HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:

Idaho Code Section 41-3427

Calendar Premiums Percentage Increase Subscriber

Year Written of Premiums Written Tax

2003 33,291,000 6.82% 77,000

2004 35,690,000 7.21% 92,000

2005 35,260,000 -1.20% 87,000

2006 43,284,000 22.76% 105,000

2007 49,004,000 13.22% 116,000
5 year average: $39,305,800 $95,400

MANAGED CARE ORGANIZATIONS:
Idaho Code Section 41-3922.

Calendar Premiums Percentage Increase | Subscriber/Premium
Year Written of Premiums Written Tax
2003 4,831,000 -1.87% 110,000
2004 4,762,000 -1.43% 120,000
2005 5,159,000 8.34% 129,000
2006 11,843,000 129.56% 272,000
2007 14,468,000 22.16% 306,000
5 year average: $8,212,600 $187,400
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SURPLUS LINES BROKERS:
Idaho Code Section 41-1229

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
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
2006 76,271,000 2.79% 2,097,000
2007 86,311,000 13.16% 1,621,000 *x
5 year average: $72,087,000 $1,831,800
** Taxrate changed to 1.50%.
TITLE INSURERS:
ldaho Code Sections 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2003 20,822,000 25.54% 312,000
2004 16,903,000 -18.82% 254,000
2005 23,461,000 38.80% 352,000
2006 26,249,000 11.88% 394,000
2007 21,970,000 -16.30% 330,000
5 year average: $21,881,000 $328,400
RISK RETENTION GROUPS:
ldaho Code Sections 41-4805, 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2003 3,911,000 20.01% 107,000
2004 5,872,000 50.14% 161,000
2005 7,870,000 34.03% 197,000
2006 8,858,000 12.55% 204,000
2007 9,192,000 3.77% 193,000
5 year average: $7,140,600 $172,400
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Premium Tax Rates - Calendar Years 2003 through 2007

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
2003 2.75% (1.4% if qualified 4 cents per subscriber 2.75% (1.4% fif qualified | 4 cents perbeneficiary 2.75% 1.5% 2.75% (1.4% if qualified
forreduced rate) cettificate per month for reduced rate) permonth for reduced rate)
2004 2.75% (1.4% if qualified 4 cents per subscriber 2.75% (1.4% fif qualified | 4 cents perbeneficiary 2.75% 1.5% 2.75% (1.4% if qualified
forreduced rate) cettificate per month for reduced rate) permonth for reduced rate)
2005 2.50% (1.40% if qualified | 4 cents per subscriber | 2.50% (1.40% if qualified | 4 cents perbeneficiary 2.75% 1.5% 2.50% (1.40% if qualified
forreduced rate) cettificate per month for reduced rate) permonth for reduced rate)
2006 2.30% (1.42% if qualified | 4 cents per subscriber | 2.30% (1.42% if qualified | 4 cents perbeneficiary 2.75% 1.5% 2.30% (1.42% if qualified
forreduced rate) certificate per month for reduced rate) permonth for reduced rate)
2007 2.10% (1.44% if qualified | 4 cents per subscriber | 2.10% (1.44% if qualified | 4 cents perbeneficiary 1.5% 1.5% 2.10% (1.44% if qualified
forreduced rate) cettificate per month for reduced rate) permonth for reduced rate)
.04 cents per dental
subscriber certificate per
month effective 7-1-07
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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 are in compliance 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 which 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 and commercial liability and life and health. The key importance 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, title, worker’s
compensation and riders involving war or military action. 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 ldaho. The Department
received 5,283 separate filings in 2007 via SERFF (System for Electronic Rate and Form Filing).

Highlights

for Year 2007

Business Line Forms Rate
Aircraft SillS 7
Annuities 1,201 6
Boiler & Machinery 37 2
Commercial Auto 770 259
Crime 325 36
Credit Life 46 4
Property 908 128
Farmowners 195 30
Fidelity/Surety 172 58
Group Health 1,525 99
General Liability 4,287 374
Group Life 320 15
Health Maintenance Organization 170 19
Homeowners 410 88
Individual Health 987 210
Individual Life 1,835 129
Inland Marine 591 92
Personal Auto 809 127
Title 748 24
Other 5,038 1,291
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