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DEPARTMENT OF INSURANCE

C.L. “BUTCH’ OTTER 700 West State Street, 3rd Floor WILLIAM W. DEAL

Governor P. 0. Box 83720 Director
Boise, Idaho 83720-0043

Phone (208)334-4250
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November 15, 2011

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 2010, as required by Section 41-216, Idaho Code. The statistics in this report
are compiled from the December 31, 2010, 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,

(lloanlyfel

William W. Deal
Director
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Administration

Department of nsurance

MLSSLON Statement

The mission of the
Department of nsurance Ls

to equitably, effectively and

J \

efficlently administer the
lolaho lnsurance Code and the

(ntermnational FLre Code.

Idaho Department of Insurance Annual Report

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/Producer Helpline
1-800-721-3272

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

Arson Reporting Hotline
1-877-752-7766

Fraud Reporting Hotline
1-866-939-7226

Website: http://www.doi.idaho.gov
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Organizational Chart

Director of Insurance
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Public Information

Deputy Director

Information Technology

Division of State
Fire Marshal
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Idaho Department of Insurance Annual Report




Summary of Administrative Actions

Producers
Licenses Suspended 0
Licenses Revoked 24
Licenses Denied 39
Orders with Administrative Penalties 5
Orders - Other 2
Insurers
Certificate of Authority Suspended 21
Certificate of Authority Revoked 2
Orders Approving Non-Renewal 8
Worker’'s Compensation Rate Deviation 17

Market Conduct

Orders with Administrative Penalties 4
Orders — Other 14
Others (fire sprinkler contractors, title insurance agents, TPAs, etc.)
Licenses Revoked 1
Market Conduct 0
Orders with Administrative Penalties 2
Orders — Other 1

Litigation Pending

Domestic Receiverships
In the Matter of the Liquidation of Old Standard Life Insurance Co., Case No. CV OC 0401574D

In the Matter of the Liquidation of Universe Life Insurance Company, Case No. CV OC 9601126D

In the Matter of the Liquidation of Twin Falls Mutual Insurance Company, Case No. CV OC 0501668D
Ancillary Receiverships

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

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

In the Matter of the Ancillary Liquidation of Wasatch Crest Mutual Insurance Company, Case No.
CV OT 0810442

Actions in Idaho State Court
Two Jinn, Inc., v. Idaho Department of Insurance, Case No. CV OC 2010-17486
Actions in U.S. District Court, District of Idaho

Christine M. Marceau v. State of Idaho, Department of Insurance, Case No. CV 09 514 S EJL
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Summary of Legislative Changes Enacted in 2010 Impacting
the Department of Insurance or the Insurance Industry

Department of Insurance Legislation

The following insurance-related bills were enacted into law and took effect July 1, 2010, unless otherwise noted.
Bill numbers in bold are legislative changes proposed by the Department of Insurance.

House Bill 424 - Repeals Idaho Code Section 41-1830, which makes life insurance proceeds the separate prop-
erty of a married woman. Last year, the Idaho Supreme Court ruled this old code section to be unconstitutional
because it did not extend similar protections to men.

House Bill 430 - Replaces Idaho’s existing law governing third party administrators (TPAs) with a model adopted
by the National Association of Insurance Commissioners. The new law will provide for reciprocal licensing for
TPAs from states that have also adopted the model law. It also requires registration, but not licensing, of persons
that administer health plans not subject to regulation by the state (generally, single employer self-funded health
plans). The changes are to Chapter 9 of Title 41, Idaho Code, and took effect February 1, 2010.

House Bill 431 - Clarifies that financial reports filed with the department by self-funded health plans subject to
regulation under Chapters 40 and 41 of Title 41, Idaho Code, are records open to inspection by the public. It also
makes examination reports relating to title agents records open to inspection by the public. The changes are to
Chapters 27, 40 and 41 of Title 41, Idaho Code, and took effect July 1, 2010

Other Insurance-Related Legislation for 2010:

H391a - Idaho Health Freedom Act — Prohibits state officials and employees from enforcing any penalty for failure
to purchase health insurance.

H432 - Creates a board with the power to assess insurance carriers and administrators to fund the purchase of
vaccines for Idaho children.

H462 - Amends surplus lines law to remove requirement that notice regarding lack of guaranty association cover-
age be printed in red ink.

H477 - Amends Idaho Code § 41-2653 to allow the Director of the Department of Insurance to waive risk to capital
requirements for mortgage guaranty insurers when certain requirements are met.

H529 - Prohibits insurance carriers from setting dental provider rates for noncontracted services. Applies to con-
tracts issued after January 1, 2011.

H593a - Amends Idaho Code § 41-1839 to allow an award of attorney fees in arbitration proceedings involving
disputed insurance claims.

S1327 - Adopts NAIC disclosure requirements for annuity sales.
S1357 - Requires that motor vehicle service contract providers use insurers that meet certain minimum financial
requirements, prohibits deceptive practices by service contract providers and adds civil and criminal penalties

enforceable by county prosecutors or the Attorney General.

S1371 - Clarifies that Department of Insurance Director has exclusive authority to license bail agents subject to
the authority of the Idaho Supreme Court to regulate the procedural aspect of bail transactions.
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Rules Adopted

Rule No.

Rule 13
IDAPA 18.01.13

Rule 44

Name

Life Settlements
Effective 3/2010

Schedule of Fees, Licenses and Miscellaneous Charges

IDAPA 18.01.44 Effective 3/2010

Rule 53
IDAPA 18.01.53

Rule 54
IDAPA 18.01.54

Rule 55
IDAPA 18.01.55

Bulletins

Bulletin No.

10-07

10-06

10-05

10-04

10-03

10-02

10-01
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Continuing Education
Effective 3/2010

Rule to Implement the NAIC Medicare Supplement Insurance Minimum Standards
Model Act
Effective 3/2010

Individual Health Insurance Availability Act Plan Design
Effective 3/2010

Issued

Subject

Rate of Interest on Deferred Payment of Cash Surrendered Benefits, Effective July 1, 2010
July 1, 2010
(Rescinds Bulletin 09-07)

Senate Bill 1327: Annuity Sales to Consumers - Disclosures
May 8, 2010

Rate Pools for 2010 Medicare Supplement Plans
May 6, 2010

Use of Revised Accounting Practices and Procedures Manual of the NAIC
April 2, 2010

Small Employer Universal Application
March 22, 2010

Filing of Group Contracts with Negotiated Terms
March 22, 2010

Producer and Carrier Marketing of Medicare Advantage and Prescription Drug Plan
January 26, 2010




ldaho Immunization Assessment Board

The 2010 Idaho Legislature adopted Title 41, Chapter 60, Immunization Assessment. The Idaho Immunization As-
sessment funds vaccines for insured children provided by the Idaho Immunization Program of the Idaho Depart-
ment of Health and Welfare.

Under this program, the Idaho Department of Health and Welfare is able to purchase vaccines for insured chil-
dren at significant discounts. In addition, the program facilitates immunization of children by enabling physicians
and other health care professionals in Idaho to obtain most or all of their childhood vaccine supply from the Idaho
Department of Health and Welfare as a single source.

The legislation also created the independent Idaho Immunization Assessment Board to assess mandatory fees
from all carriers covering children in the state of Idaho to fund this program.

Under the Plan of Operation, carriers report to the Idaho Department of Insurance the numbers of program-eligi-
ble children they cover as of January 31 of each year on or before February 28 of that year. The annual assess-
ment fee notice is sent to all carriers no later than March 31 with a due date of May 31. If the billing is greater than
$50,000, the carrier may request a quarterly installment plan.

The 2011 assessment per program-eligible child is $58.18.

Highlights

for Year 2010
¢ Total carriers surveyed 196
¢ Total assessments collected $10,044,887

Idaho Department of Insurance Annual Report




Department Fund Sources*
For the Fiscal Year Ended June 30, 2011

Premium Taxes
T T 87.0%

Federal Grant

0.5%
Regulatory
Fees &
Licenses
12.5%
Premium Taxes, Fines & Penalties $ 64,982,584
Regulatory Fees & Licenses & Interest 21,581,883
Federal Grant 616,301
Total $ 87,180,767

Department receipts totaled almost $87.2 million in FY11. Taxes on insurance premiums constituted
the largest portion (74.5%) of these receipts, amounting to $65.0 million. Regulatory fees and licenses
of $21.6 million and federal grant funds of $.6 million accounted for the remainder of the FY11 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 Account; Arson, Fire and Fraud Prevention Account;
Idaho Immunization Dedicated Vaccine Fund; Insurance Insolvency Account; Cigarette Propensity
Enforcement Fund and Federal Grant Fund.
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Department Fund Applications*
For the Fiscal Year Ended June 30, 2011

High Risk
Reinsurance _
Pool / Access Vaccine
Card Fund
4.5% 16.1% Operating
Firemen's Expense
Retirement _ e i 76%

3.5%
Decrease in
Premium Tax Cash Balance
Refunds (3.6%)
4.5%
General Fund
(State of Idaho Operations)
59.7%
General Fund $ 52,052,600
Premium Tax Refunds 3,959,258
Firemen's Retirement (PERSI) 3,052,326
High Risk Reinsurance Pool/Access Card Program 3,899,658
Immunization Dedicated Vaccine Fund 14,068,066
Department Operating Expenses 6,616,301
Decrease in Cash Balance to General Fund 3,161,430
Total $ 86,809,639

In FY11, distributions to the General Fund totaled more than $55.2 million, while distributions to the
Premium Tax Refund Fund, Firemen's Retirement Program, High Risk Reinsurance Pool/Access Program
and the Idaho Immunization Dedicated Vaccine Fund were $4.0 million, $3.1 million, $3.9 million and

$14.1 million, respectively. The department's operations are funded by regulatory fees, licenses and other
miscellaneous revenue sources. In FY11, the department expended $6.6 million, or 7.6% of its total receipts,
to fund department program operations.

*Includes the following funds: Insurance Administrative Account; Arson, Fire and Fraud Prevention Account;
Idaho Immunization Dedicated Vaccine Fund; and the Federal Grant Fund.
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2011

Insurance Administrative Fund

Free Fund Balance, July 1, 2010 $ 8,593,197
Encumbrances as of July 1, 2010 37,608

Total Free Fund Balance, July 1, 2010

Receipts:
Premium Taxes $ 64,794,620
Licenses, Permits and Fees 6,855,389
Fines & Penalties 187,964
Other Revenue 7,969

Total Receipts
Total Cash Available

Disbursements:

Personnel Costs $ 3,376,127
Communication Services 92,979
Employee Development 33,303
Other Services (Clerical) 37,863
Professional Services 1,190,034
Repairs & Maintenance 40,929
Administrative Services 10,118
Data Processing Services 4,236
Employee Travel Costs 44,548
Supplies 103,545
Insurance 1,599
Rental & Operating Leases 245,686
Misc Expend (Investigative; Governmental Overhead) 53,839
Capital Outlay 94,200

8,630,805

71,845,942

80,476,747

Total Disbursements

Prior Period Expenditures as of June 30, 2011
Encumbrances as of June 30, 2011

Transfers Out:

General Fund $ 52,052,600
Insurance Refund Fund 5,978,000
Firemen's Retirement (PERSI) 3,052,326
Insurance Insolvency Fund -

High Risk Reinsurance Pool 3,199,829
Dept of Health & Welfare Access Card Program 699,829
Excess Cash on July 1st to General Fund 1,142,687

Total Transfers Out

Free Fund Balance, June 30, 2011

(5,329,006)

(37,583)

(66,125,271)

8,984,886

Idaho Department of Insurance Annual Report



ccharlton
Snapshot


Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2011

Arson, Fire and Fraud Prevention Fund

Free Fund Balance, July 1, 2010 $ 1,627,557
Encumbrances as of July 1, 2010 -

Total Free Fund Balance, July 1, 2010 $ 1,627,557
Receipts:
Licenses, Permits and Fees $ 622,597
Interest Income 13,861
Other Revenue
Total Receipts 636,458
Total Cash Available 2,264,016
Disbursements:
Personnel Costs $ 587,200
Communication Services 11,668
Employee Development 9,698
Technical Services 60,750
Repairs & Maintenance 8,054
Administrative Services 4,130
Computer Services 646
Employee Travel Costs 8,711
Supplies 23,548
Insurance 292
Rental & Operating Leases 31,311
Miscellaneous Expenditures 4,695
Capital Outlay 7,204
Total Disbursements (757,908)
Prior Period Expenditures as of June 30, 2011 -
Encumbrances as of June 30, 2011 (10,500)
Free Fund Balance, June 30, 2011 $ 1,495,608
Insurance Refund Fund
Free Fund Balance, July 1, 2010 $ 40,000
Transfers in from Insurance Administrative Fund 5,978,000
Total Cash Available $ 6,018,000
Disbursements:
Refunds of Premium Tax Overpayments $ 3,959,258
Total Disbursements (3,959,258)
General Fund $ 2,018,742
Total Transfers Out (2,018,742)
Free Fund Balance, June 30, 2011 $ 40,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2011

Federal Grant Fund

Free Fund Balance, July 1, 2010 $ 8,437
Encumbrances as of July 1, 2010 -

Total Free Fund Balance, July 1, 2010
Receipts:
Total Receipts
Advances Received
Total Cash Available
Transfers out to: Dept of Health and Welfare
Disbursements:
Personnel Costs $ 171,856
Operating Expenses 256,827
Sub-Grantee Payments 98,844
Capital Outlay 1,861
Total Disbursements

Encumbrances as of June 30, 2011

Free Fund Balance, June 30, 2011

Federal Grants $ 616,301

$ 8,437

616,301

624,738

(138,784)

(529,387)
(1,585)

$ (45,018)

Insurance Insolvency Fund

Free Fund Balance, July 1, 2010
Receipts
Transfers In (Reduction in General Fund Transfer)
Total Cash Available
Disbursements:
Personnel Cost
Supplies
Communication Services
Miscellaneous Expenditures
Professional Services $ 119
Employee Travel Costs
Total Disbursements
Transfers Out:

Total Transfers Out

Free Fund Balance, June 30, 2011

General Fund $ 46,196

$ 100,000

46,315

146,315

$ (119)

$ (46,196)

$ 100,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2011

Liquidation Trust Fund

Free Fund Balance, July 1, 2010 $ 1,317,832
Receipts:
Interest & Other Investment Income $ 12,252
Sale of Services, Goods & Property
Receipts to Trust
Transfers in from: Diversified Bond Fund $
Total Receipts and Transfers-In 12,252
Total Cash Available 1,330,084
Disbursements:
Operating Expense $ 63,137
Transfers Out:
Investment Purchase - Universe Insurance
Account Liquidation $
Total Disbursements and Transfers Out (63,137)
Free Fund Balance, June 30, 2011 $ 1,266,946
Cigarette Propensity Enforcement Fund
Free Fund Balance, July 1, 2010 $ 122,000
Receipts
Regulatory Fees $ 14,000
Total Receipts 14,000
Total Cash Available 136,000
Disbursements:
Expenditures $ -
Total Disbursements -
Free Fund Balance, June 30, 2011 $ 136,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2011

Idaho Immunization Dedicated Vaccine Fund

Free Fund Balance, July 1, 2010 $ 0
Receipts:

Regulatory Fees $ 14,068,066

Total Receipts 14,068,066
Total Cash Available 14,068,066

Disbursements:
Disbursements $
Total Disbursements $ -

Transfers Out:
Health & Welfare $ 14,068,066
Total Transfers Out (14,068,066)

Free Fund Balance, June 30, 2011 $ -

ldaho High Risk Individual Reinsurance Pool

Free Fund Balance, July 1, 2010 $ -
Transfers in from Insurance Administrative Fund 3,199,829
Total Cash Available 3,199,829

Disbursements:
Payment to High Risk Pool $ 3,199,829
Total Disbursements (3,199,829)

Transfers Out:
Total Transfers Out $ -

Free Fund Balance, June 30, 2011 $ -

Idaho Department of Insurance Annual Report
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Consumer 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 business of insurance 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,
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.

The Consumer Affairs Section also provides information to consumers via the department website. Some
of the information and services the Consumer Affairs Section provides online includes: answers to
common insurance questions, basic information regarding insurance products, online complaint filing and
summaries of complaint data.

Consumers can contact a Consumer Affairs Officer through the toll-free Consumer Assistance Helpline,
by mail, fax or the Internet, or by calling or 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 2010
e Written complaints opened 900
e Written complaints closed 893
e Walk-in inquiries from consumers 182
e  Telephone inquiries from consumers 7,271
. Funds recovered for the public $2,992,056
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Producer Licensing

The Producer Licensing Section processes and reviews applications for 12 license types, examines
qualifications of applicants and issues and renews licenses for nearly 77,000 producers, including
residents and non-residents, entities and individuals.

The Producer Licensing Section continues to seek out new administrative efficiencies by utilizing online
services through approved vendors. Since 2002 we have added applications, renewals, appointments,
address changes, license copies, CE transcripts, CE downloads and more. The department currently
processes 90-95% of all licensing transactions online. Because of these efficiencies our turnaround
time remains 1-2 days, even with increasing numbers of licensees. The FBI fingerprinting process has
become completely electronic, improving turnaround time on license issue for resident applicants and
providing much greater security for our applicants.

Producer website information is continually updated to inform and improve services to the industry and
public. Website navigation for producers has become a part of the department law class offerings and
will be available as a webinar to achieve greater outreach.

We have initiated document imaging, and set up email correspondence from the department to create
a paperless environment. This added efficiency has allowed us to provide greater customer service and
greater security for our producer population, industry and the public.

The ability to extract statistical information from our resources has been enhanced, and more efforts are
going into this endeavor with our vendors. Our goals remain efficiency, security and service.

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 two-year licensing
period, which ends at end of birth month for individuals, in compliance with the NAIC model act. At least
three of the 24 hours must be obtained in insurance ethics.

Appointed members of the CE Advisory Committee meet monthly to review course applications from
associations, schools and providers. This review process helps to ensure quality courses are available to
Idaho producers. An increasing number of applications is received each month on National Association
of Insurance Commissioners (NAIC) reciprocity forms. These courses have been approved in the
vendor’s home state and must be accepted in Idaho without further review. CE rules were updated

in 2010 to raise standards for online courses. The section is expanding the presentation methods
available for courses to include

correspondence, Internet, seminar,

teleconference, traditional Hi g hli g hts

classroom and webcast to re_ach for Year 2010

the largest producer population in

a convenient format. ¢ License applications received 16,609
Resident producers carrying life, ¢ Licenses added 15,611
health, personal lines, property or .

and public adjusters are required to ¢ CE courses added 1,072

comply with the CE rules. Non-resi-
dent and limited lines producers and
independent adjusters are exempt.
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SHIBA Program
(Senior Health Insurance Benefits Advisors)

The Senior Health Insurance Benefits Advisors (SHIBA) Program provides free information, counseling
and assistance programs for Medicare beneficiaries who have questions about or problems with 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 up-
dates, coordination of benefits, understanding Medigap, Medicare health plan options and long-term care
issues. In 2010 SHIBA assisted thousands of Medicare beneficiaries through statewide presentations,
disseminated information at senior centers and to service providers and various community groups, at-
tended conferences and health fairs and provided one-on-one counseling sessions.

Continuing issues impacting Medicare consumers include 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 2010
¢ Volunteer counseling hours 9,371
¢ One-on-one contacts in person 9,231
¢ People reached through community, educational
and media presentations 197,954
¢ Calls for the year 13,042
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Investigations

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 indi-
viduals 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 been demonstrated to have a severe negative effect on the economy as a whole.

The section 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 edu-
cation resource to the insurance industry and law enforcement in preventing and recognizing insurance
fraud. The section also educates the public on the dangers of insurance fraud through media presenta-
tions and the distribution of brochures and pamphlets.

The Investigations Section has two Special Prosecutors for insurance crime in the Insurance and Arson
Crime Prosecutions Task Force, which is a partnership between the Idaho Department of Insurance, the
State Fire Marshal and the Office of the Idaho Attorney General.

The Department of Insurance organized and oversees the Idaho Fraud Awareness Coalition, which is
made up of industry members, community organizations, law enforcement and government agencies
united to educate the citizens of Idaho about the cost, consequences and impact of fraud. Members sup-
port the Coalition through financial and other contributions. Annually, the Coalition offers a scholarship
program to Idaho high school seniors who research and write essays about the cost and impact of fraud
in Idaho. Coalition members take the message about fraud statewide through a variety of outreach oppor-
tunities including civic and faith-based organizations, business meetings, community gatherings, profes-
sional associations and senior centers. In 2011, the Coalition unveiled a new website, www.fightfraudi-
daho.com, with fraud facts, news items concerning the latest fraud trends, and resources and information
about fraud prevention and reporting.

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 2010
¢ Opened cases 292
¢ Closed cases 245
¢ Referred cases for criminal and administrative action 24
¢ Criminal convictions obtained 14
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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 licenses the fire sprinkler contractors who work in Idaho, trains and
certifies state fire code officials and licenses persons and businesses that import or wholesale fireworks
in ldaho. The office 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
investigations and the operation of various statistical systems, including the Idaho Fire
Incident Reporting System (IFIRS).

Highlights

for Year 2010
¢ Total fires reported in Idaho 6,016
¢ Number of residential fires 979
¢ Total estimated dollar loss reported $44 million
¢ Civilian fatalities reported 17
¢ 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 at the State Fire Marshal
website (www.doi.idaho.gov/sfm/firemars.aspx).

Idaho Department of Insurance Annual Report







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 ensure 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 cer-
tificate 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 ldaho 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 insur-
ers 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 ldaho insurance laws and rules and the Statutory Accounting
Practices and Procedures Manual. Examinations are prescribed by law to be conducted at least every
five years but may be undertaken more frequently if the director deems necessary.

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

License#

Companies Admitted/Listed/Reqistered in 2010

Company Name/Type

Charitable Gift Annuities

4016
4025
4011
4034
4005
4046
4013
4028
4051
4050
4040
4010
4012
4022

Life/Health

4024

American Diabetes Association

American Humanist Association Humanist Foundation

Bryan College

Comerica Legacy Foundation

Compassion International, Inc.

Great Commission Foundation of Campus Crusade for Christ
Grove City College

Guideposts A Church Corporation

Kalamazoo College

Medecins Sans Frontieres/Doctors Without Borders USA, Inc.

Public Citizen Foundation

Ronald Reagan Presidential Foundation
Watchtower Bible and Tract Society of Florida, Inc.
Whitworth Foundation

Healthspring Life & Health Insurance Company, Inc.

Property/Casualty

4037
4014
4044
4039
4008
4043
4036
4035
4038

Argonaut Great Central Insurance Company
Axis Specialty Insurance Company

Dakota Truck Underwriters

Employers Preferred Insurance Company
Essent Guaranty Inc.

First Dakota Indemnity Company

Middlesex Insurance Company

Sentruity Casualty Company

Verlan Fire Insurance Company

Purchasing Groups

4027
4047
4048
4021
4017
4007
4031
4018
4023
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Allied Healthcare Providers Association RPG
Chirofutures Inc.

Construction Services Risk Purchasing Group, Inc.
CST Cyber Risk, LLC

DT Preferred Group, LLC

Education Support Purchasing Group

Fleet Assurance Purchasing Group

Real Estate Services Purchasing Association
RSDIG Risk Purchasing Group, LLC

Domicile State

OH
DC
TN
CA
CO
FL
PA
NY
Ml
NY
DC
CA
FL
WA

X

CT
SD
FL

PA
SD
Wi

X
NH




Companies Admitted/Listed/Reqgistered in 2010 (continued)

License# Company Name/Type Domicile State
4006 SC Purchasing Group IL

4042 Shahinian RPG, Inc. DE

4020 Social Service Providers PG, Inc. DE

4030 Trinity Health Physician Professional Liability Program, RPG ID

4041 Truckers Benefit Risk Purchasing Group NE

4033 Wellness and Beauty Association RPG IL

Risk Retention Group

4053 Aviation Alliance Insurance Risk Retention Group, Inc. MT
4009 Crossfit Risk Retention Group Inc. MT
4029 New Home Warranty Insurance Company, A Risk Retention Group DC

Self-Funded Health Care Plan

4052 Boise Fire & Police Trust ID

Surplus Lines

4026 Conifer Insurance Company Mi
4019 Cumis Specialty Insurance Company, Inc. A
4049 International Insurance Company of Hanover Limited UK
4015 North Light Specialty Insurance Company IL
4045 Sparta Specialty Insurance Company CT

Trusteed Reinsurer Only

4032 Partner Reinsurance Company LTD Bermuda
Self-Funded Health Care Plan

4052 Boise Fire & Police Trust ID

Surplus Lines

4026 Conifer Insurance Company Mi
4019 Cumis Specialty Insurance Company, Inc. A
4049 International Insurance Company of Hanover Limited UK
4015 North Light Specialty Insurance Company IL
4045 Sparta Specialty Insurance Company CT

Trusteed Reinsurer Only

4032 Partner Reinsurance Company LTD Bermuda
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Classification of Active and Suspended Companies 2010

Licensed

County Mutual Fire 1
Fraternal Benefit Societies 14
Hospital and Professional Service Corporations 2
Hospital Liabilities Trusts 0
Life & Disability 466
Managed Care Organizations 7
Petroleum Clean Water Trusts 1
Property & Casualty 834
Title 11
Listed

Accredited Reinsurers 22
Advisory Organizations 8
Charitable Gift Annuities 251
Joint Reinsurance Associations 0
Surplus Lines 180
Trusteed Reinsurers 9
Registered

Purchasing Groups 242
Rating Organizations 7
Risk Retention Groups 80
Self-Funded Employee Health Care Plans 14

Other Requlated Entities

Guaranty Associations 2
Surplus Lines Associations 1
Total Companies Regulated 2,152
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Companies Expired, Delisted, Revoked or Withdrawn in 2010

Life/Health Companies

Clear One Health Plans, Inc. - Withdrawn June 21, 2010
Healthy Alliance Life Insurance Company -Withdrawn February 18, 2010
Imerica Life and Health Insurance Company - Revocation November 8, 2010

Property/Casualty Companies

Imperial Casualty and Indemnity Company - Revocation October 4, 2010
Infinity Auto Insurance Company - Withdrawn November 19, 2010

Infinity Standard Insurance Company - Withdrawn November 19, 2010
Massachusetts Bay Insurance Company - Withdrawn February 4, 2010
Northwest Physicians Insurance Company - Withdrawn October 1, 20110
United National Casualty Insurance Company - Withdrawn November 22, 2010

Purchasing Groups

Actuaries and Pension Administrators Purchasing Group - Withdrawn April 5, 2010
Amusement Industry Operators And Owners Risk Purchasing Group, Inc.- Withdrawn April 8, 2010
Civil Service Employees Benefit Association - Withdrawn January 8, 2010

Custom Realty Purchasing Group Association - Withdrawn July 26, 2010

Dri Purchasing Group, Inc. — Withdrawn March 11, 2010

E.E. Hall Auto Dealer Umbrella Pg, Inc. - Expired March 31, 2010

Financial Professionals Purchasing Group Association -Withdrawn February 16, 2010
Health and Beauty Purchasing Group - Withdrawn June 11, 2010

Managed Care Insurance Purchasing Group - Withdrawn June 17, 2010

Medical Malpractice Coverage For Physicians - Withdrawn June 17, 2010

National Franchise Cleaners Risk Purchasing Group, Inc. - Withdrawn January 26, 2010
Owner-Operator Independent Drivers Association - Withdrawn December 31, 2010
Pizza Delivery Industry Association, Inc. - Withdrawn May 25, 2010

Real Estate Sales Professionals Program - Withdrawn April 5, 2010

United Professional Liability Purchasing Group, Inc. - Withdrawn June 17, 2010

Risk Retention Groups

Astraea Risk Retention Group, Inc. - Withdrawn January 15, 2010

Automotive Underwriters Insurance Company, Inc. A Risk Retention Group - Withdrawn July 1, 2010
First Automotive Insurance Risk Retention Group, Inc. - Withdrawn January 1, 2010

Heritage Warranty Insurance Risk Retention Group, Inc. - Withdrawn December 23, 2010

Surplus Lines Insurers

Inex Insurance Exchange - Delisted February 17, 2010
Zc Specialty Insurance Company - Delisted October 1, 2010
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Market Analysis

Market Analysis is part of the National Association of Insurance Commissioner’s (NAIC) Insurance Regu-
latory Modernization Action Plan. The purpose of the Market Analysis program is to develop a formal pro-
gram to analyze companies based upon general market problems and companies that may be operating
outside general industry norms; in other words, identify “outliers” and provide a framework of collaboration
among the states regarding identification of market conduct issues and market regulation.

The formal program includes analysis of consumer complaint data and coordinated scheduling of baseline
analysis including financial data, and provides technical expertise and conducts or participates in market
conduct examinations of domestic and foreign insurers.

Market Analysis also:

* Oversees and coordinates 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.

¢ Facilitates interstate collaboration with implementation of uniform standards similar to existing finan-
cial standards with the goal of creating a regulatory system in which all states will have the confi-
dence 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.

¢ Performs follow up on completed market conduct examination recommendations and identifies areas
not in compliance with the ldaho Insurance Code. Market Analysis makes recommendations and
referrals for possible administrative actions and assists in drafting legislation and rules.
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Premium Tax

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

That amount as needed up to 20% for the refund account;
A portion to the PERSI firemen'’s retirement account (Idaho Code Section
59-1394);

e That amount (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;

e 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:

o Worker's 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 (ldaho Code Section
72-523).

e 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).

e |daho 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 Sec-
tion 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 the prior year’s premiums and the current year’s tax rates. The installments are as fol-
lows: 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 2006 through 2010
(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
2006 3,746,019,000 5.51% 74,681,000
2007 3,851,678,000 2.82% 71,819,000
2008 3,848,930,000 -0.07% 67,005,000
2009 3,771,697,000 -2.01% 61,201,000
2010 3,765,569,000 -0.16% 56,660,000
5 year average: $3,796,778,600 $66,273,200
* Dental taxed at .04 per subscriber contract per month.
HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:
Idaho Code Section 41-3427
Calendar Premiums Percentage Increase Subscriber
Year Written of Premiums Written Tax
2006 43,284,000 22.76% 105,000
2007 49,004,000 13.22% 116,000
2008 48,876,000 -0.26% 54,000
2009 45,333,000 -7.25% 49,000
2010 41,533,000 -8.38% 43,000
5 year average: $45,606,000 $73,400

MANAGED CARE ORGANIZATIONS:

Idaho Code Section 41-3922

Calendar Premiums Percentage Increase Subscriber/Premium
Year Written of Premiums Written Tax
2006 11,843,000 129.56% 272,000
2007 14,468,000 22.16% 306,000
2008 13,501,000 -6.68% 26,200
2009 57,741,000 327.68% 987,000
2010 69,095,000 19.66% 1,041,000
5 year average: $33,329,600 $526,440

** Dental taxed at .04 per subscriber contract per month.
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SURPLUS LINES BROKERS:

Idaho Code Section 41-1229

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2006 76,271,000 2.79% 2,097,000
2007 86,311,000 13.16% 1,621,000
2008 76,543,000 -11.32% 1,170,000
2009 64,258,000 -16.05% 984,000
2010 66,018,000 2.74% 998,000
5 year average: $73,880,200 $1,374,000
*** Tax rate changed to 1.50%.
TITLE INSURERS:
Idaho Code Sections 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2006 26,249,000 11.88% 394,000
2007 21,970,000 -16.30% 330,000
2008 17,715,000 -19.37% 266,000
2009 20,981,000 18.44% 315,000
2010 22,488,000 7.18% 337,000
5 year average: $21,880,600 $328,400
RISK RETENTION GROUPS:
Idaho Code Sections 41-4805, 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2006 8,858,000 12.55% 204,000
2007 9,192,000 3.77% 193,000
2008 8,883,000 -3.36% 169,000
2009 9,956,000 12.08% 169,000
2010 7,404,000 -25.63% 111,000
5 year average: $8,858,600 $169,200
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Premium Tax Rates - Calendar Years 2006 through 2010

CALENDAR STOCK & HOSPITAL & MANAGED SELF-FUNDED SURPLUS TITLE RISK
YEAR MUTUAL PROFESSIONAL CARE HEALTH LINES INSURERS RETENTION
INSURERS SERVICE ORGANIZATIONS CARE PLANS BROKERS GROUPS
CORPORATIONS
2006 2.30% (1.42% if qualified 4 cents per subscriber | 2.30% (1.42% if qualified 4 cents per beneficiary 2.75% 1.50% 2.30% (1.42% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
2007 2.10% (1.44% if qualified 4 cents per subscriber | 2.10% (1.44% if qualified 4 cents per beneficiary 1.50% 1.50% 2.10% (1.44% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
4 cents per dental .04 cents per dental
subscriber certificate per subscriber certificate per
month effective 7-1-07 month effective 7-1-07
2008 1.90% (1.46% if qualified 4 cents per subscriber | 1.90% (1.46% if qualified 4 cents per beneficiary 1.50% 1.50% 1.90% (1.46% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
4 cents per dental .04 cents per dental
subscriber certificate per subscriber certificate per
month effective 7-1-07 month effective 7-1-07
2009 1.70% (1.48% if qualified 4 cents per subscriber | 1.70% (1.48% if qualified 4 cents per beneficiary 1.50% 1.50% 1.70% (1.48% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
4 cents per dental
subscriber certificate per
month effective 7-1-07
2010 1.50% 4 cents per subscriber 1.50% 4 cents per beneficiary 1.50% 1.50% 1.50%
4 cents per dental certificate per month per month
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 contracts and related
forms with the company certification ensuring they comply with Idaho Code and are not ambiguous,
misleading or deceptive. The section accepts advertising filings for life and health and reviews rate filings
for various lines of insurance which include private passenger automobile, homeowners, credit and
health. The objective is ensuring 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 Section 41-1812 states “No basic insurance policy or annuity contract form, or application form
where written application is required and is to be made a 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, life settlement, consumer credit reporting,
health products, long-term care, managed care organizations, Medicare supplements, title and worker’s
compensation. Unless the forms are submitted and filed with the Rates and Forms Section, they 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 6,743 separate filings in 2010 via
SERFF (System for Electronic Rate and Form Filing), resulting in the following total number of forms or
rates for all filings submitted in 2010:

Highlights

for Year 2010

Business Line Forms Rates
Advertising 1,457 0
Aircraft 934 2
Annuities 1,306 1
Boiler & Machinery 66 6
Commercial Auto 1,517 113
Crime 573 44
Credit Life 8 1
Property 1,037 89
Farmowners 110 6
Fidelity/Surety 722 37
Group Health 2,303 76
General Liability 15,120 226
Group Life 257 1
Health Maintenance Organization 30 6
Homeowners 348 91
Individual Health 1,824 111
Individual Life 5,697 9
Inland Marine 1,276 58
Personal Auto 275 181
Title 216 14
Workers Compensation 530 426
Other 824 28
Life Settlement 207 0
Commercial Package 3,894 158
Medical Malpractice 429 18
Long-Term Care 248 41
Medicare Supplement 398 141
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