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August 30, 2017

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 Annual Report for the
calendar year 2016, as required by Section 41-216, Idaho Code. The statistics in this report are compiled
from the December 31, 2016, annual statements filed with the Department by insurance companies
licensed in Idaho.

The Department of Insurance has a long tradition of fair and consistent enforcement of the insurance
laws of Idaho. The responsibility of regulating the insurance marketplace in Idaho is a challenging task
that includes providing a competitive environment for companies doing business in our state, while being
ever mindful of the Department’s ultimate goal of protecting Idaho’s consumers.

| wish to commend and thank the Department’s knowledgeable, dedicated, and professional staff. The
good work they do is accomplished in many forms each day and provides superior service for the citizens
of Idaho.

Thank you for your continued support of our Department.

Respectfully submitted,

T L. (2

Dean L. Cameron
Director
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Main Office:

- - - 700 West State Street

Administration 3rd Floor

P.O. Box 83720
Boise, ID 83720-0043
Phone: 208-334-4250
Fax Numbers:
Main: 208-334-4398
Consumer Affairs: 208-334-4319
SHIBA: 208-334-4389
Fire Marshal: 208-334-4375

Regional Offices:

Fire Marshal Regional Office
1820 East 17th Street, Suite 220
Idaho Falls, ID 83404

Fire Prevention: 208-525-7022
Fire Investigation: 208-525-7209
Fax: 208-525-7066

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

Pocatello, ID 83201

Consumer Affairs: 208-236-6411

SHIBA: 800-488-5764 / 208-236-6044

Department of nsurance Sl

Misston Stﬂtﬁ AENT Consumer Affairs/SHIBA/Fire Marshal Regional Office

2005 Ironwood Parkway, Suite 143
Coeur d’Alene, ID 83814

i , , Consumer Affairs: 208-666-6850
The misston 0{ the Fire Investigation: 208-769-1447
, SHIBA: 800-488-5725 / 208-666-6847
Department O{ lnsurawnce LS Fax: 208-666-6767
to equitably, 8{{@0&%% and
@#(:CL@VUCL% QO{V\/U:VU:S‘teV the Toll-free Numbers:
Consumer Assistance
ldaho lnsurance Code and the 800-721-3272
Internatlonal Flre Code. Producer Helpline

800-721-3272

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

Arson Reporting Hotline
877-752-7766

Fraud Reporting Hotline
866-939-7226

Website: http://www.doi.idaho.gov
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Others (e.g., title insurance agencies, adjusters, TPAs, RRGs)
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Penalty Only ... 2
Orders Adopting Report of Examination...................ccooiiiiiiiicen, 24
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Litigation Pending During 2016

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

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
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Summary of Legislative Changes Enacted in 2016 Impacting
the Department of Insurance or the Insurance Industry

The following insurance-related bills were enacted and took effect July 1, 2016, unless otherwise noted.
Department of Insurance Legislation

Senate Bill 1221 - This legislation amends Idaho Code §§ 41-1016, 41-1026, and 41-1108, regarding Producer
Licensing to (1) provide for summary suspension or revocation of a nonresident Idaho license when the
licensee’s home state license has been terminated, (2) to provide that a licensee whose license has been
revoked shall not be permitted to obtain a new license until after the expiration of a period of time no less
than between one and five years as may be specified in the revocation order, and (3) to provide that a
license shall not be issued within a minimum period of one year to a person whose application for a license
was previously denied.

Other Insurance-Related Legislation

House Bill 432 - This legislation revises methodology in how some life insurance policies are valued,
impacting reserves, known as principle-based reserves.

House Bill 440 - This legislation amends existing law to provide an exception to the requirement that every
domestic insurer must have and maintain its principal place of business and home office in this state for
certain domestic stock insurers that redomesticate to Idaho.

House Bill 501 - This legislation amends existing law to allow certain types of bonds to be used as security
deposits by workers’ compensation insurers for the Idaho Industrial Commission.

House Bill 554 - This legislation amends existing law to provide a presumption that certain diseases incurred
by firefighters, such as specified cancers, would be presumed to be occupationally related unless medical
evidence showed otherwise. Legislation sunsets after five years.

Senate Bill 1262 - This legislation amends existing law to clarify that a "driver reimbursement program”,
whereby an employer, or a third party contracted by the employer, that provides mileage or incidental
repairs and maintenance to employees who use personal vehicles for business purposes, shall not be
considered to be a motor vehicle service contract or a contract of insurance.

Senate Bill 1265 - This legislation amends existing law to appropriate one-quarter of the insurance premium
tax exceeding 45 million dollars to the Idaho Individual High Risk Reinsurance Pool and thereby reinstate the
unintentional repeal of this provision. Effective July 1, 2017.

Senate Bill 1283 - This legislation amends existing law and adds a new section to revise provisions regarding
the online insurance verification system, to provide that the Idaho Transportation Department shall
promulgate rules to provide insurers an alternative method for verifying motor vehicle insurance policy
data, to revise provisions regarding the methods of verification, and to provide that failure to comply with
specified law regarding uninsured vehicle tracking shall constitute a wrongful practice and subject an
insurer to certain penalties under the insurance code.
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Rulemaking Adopted

Rule No.

Rule 27

Name

Rule Pertaining to Self-Funded Health Care Plans

IDAPA 18.01.27  Effective March 25, 2016

Rule 44

Rule Pertaining to Schedule of Fees, Licenses, and Miscellaneous Charges

IDAPA 18.01.44 Effective March 24, 2016

Rule 60

Rule Pertaining to Long-Term Care Insurance Minimum Standards

IDAPA 18.01.60 Effective March 25, 2016

Bulletins Issued

Bulletin No.

Subject

16-01

16-02

16-03

16-04

16-05

16-06

Use of Revised Accounting Practices and Procedures Manual of the NAIC
April 12, 2016

Inflation Protection LTC Partnership Plans (Rescinds Bulletin 06-7)
April 13, 2016

Extension of Transitional Plans through December 31, 2017
April 19, 2016

Third Party Payments of Premiums or Cost-sharing Expenses for Health Benefit Plans
and Medicare Supplement Plans
June 28, 2016

Rate of Interest on Deferred Payment of Cash Surrendered Benefits, effective July 1, 2016
July 20, 2016

2017 Operative Date of the Principle-Based Valuation Manual
September 26, 2016
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Idaho Immunization Assessment Board

The 2010 Idaho Legislature adopted Title 41, Chapter 60, Immunization Assessments. The Idaho
Immunization Assessment funds the Idaho Department of Health and Welfare’s Immunization Program,
which provides vaccines for insured children in Idaho. The program was extended by the Idaho
Legislature in 2017 and is scheduled to sunset on July 1, 2019.

Under this program, the Idaho Department of Health and Welfare is able to purchase vaccines for insured
children 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 Idaho to fund this program. Under the Board’s Plan
of Operation, carriers report to the Idaho Department of Insurance the numbers of program-eligible
children they cover as of January 31 of each year, on or before March 15 of that year. The annual
assessment fee notice is sent to all carriers no later than April 15 with a due date of June 15. If the billing
is greater than $50,000, the carrier may request a quarterly installment plan.

The 2016 assessment per program-eligible child was $68.00.

Highlights

for Year 2016
+ Total carriers surveyed 1,016
+ Total carriers assessed 139
¢ Total lives assessed 237,396
¢ Total funds assessed $16,141,092

Idaho Department of Insurance Annual Report



Department Fund Sources*
For the Fiscal Year Ended June 30, 2017

Premium Taxes,
Fines & Penalties
79.1%

Federal Grant
0.4%

Regulatory Fees,
Licenses &
Interest
20.5%

Premium Taxes, Fines & Penalties $ 87,669,449
Regulatory Fees, Licenses & Interest 22,726,564
Federal Grant 496,656
Total $ 110,892,670

Department receipts totaled almost $111 million in FY 2017. Taxes on insurance premiums constituted
the largest portion (79.1%) of these receipts, amounting to $87.7 million. Regulatory fees and licenses of
$22.7 million and federal grant funds of $0.5 million accounted for the remainder of the FY 2017
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 and the Firemen's Retirement 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, 2017

Immunization

Firemen’s Dedicated
Retirement Vaccine Fund Department
(PERSI) 12.5% (%peratmg
Premium 3.4% );F.)g‘;:se
. Decrease in
Refunds Cash Balance
4.0% to General
Fund
4.7%

General Fund

68.0%
General Fund $ 75,423,199
Premium Tax Refunds 4,406,084
Firemen’s Retirement (PERSI) 3,802,450
Immunization Dedicated Vaccine Fund 13,862,770
Department Operating Expenses 8,473,789
Decrease in Cash Balance to General Fund 5,225,195
Total $ 111,193,487

In FY 2017, distributions to the General Fund totaled just over $80.6 million, while distributions to the
Premium Tax Refund Fund, Firemen's Retirement Program, and the Idaho Immunization Dedicated
Vaccine Fund were $4.4 million, $3.8 million, and $13.9 million, respectively. The Department's
operations are funded by regulatory fees, license fees, and other miscellaneous revenue sources. In FY
2017, the Department expended $8.5 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, 2017

Free Fund Balance, July 1, 2016
Encumbrances as of July 1, 2016

Total Free Fund Balance, July 1, 2016

Receipts:
Premium Taxes
Licenses, Permits & 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
Computer 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, 2017
Encumbrances as of June 30, 2017

Transfers Out:

General Fund

Insurance Refund Fund

Firemen’s Retirement (PERSI)

Insurance Insolvency Fund

High Risk Reinsurance Pool

Excess Cash on July 1st to General Fund
Total Transfers Out

Free Fund Balance, June 30, 2017

Insurance Administrative Fund

$ 10,845,632

17.110

$ 87,578,540
7,539,722
90,909
240,070

$ 4,296,731
42,546
33,858

1,022,704
436,843
36,334
10,784
1,096
41,192
45,147
2,230
194,215
667,411

195,219

$ 75,423,199
8,443,800
3,802,450

1.187.479

$ 10,862,742

95,449,241

106,311,983

(7,026,310)

(17,110)
41,972

(88.856,928)
$10.369,663
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2017

Arson, Fire & Fraud Prevention Fund

Free Fund Balance, July 1, 2016 $ 1,584,951
Encumbrances as of July 1, 2016 1,520
Total Free Fund Balance, July 1, 2016 $ 1,586,471
Receipts:
Licenses, Permits & Fees $ 1,048,297
Interest Income 12,617
Other Revenue 2,089
Total Receipts 1,063,003
Total Cash Available 2,649,473
Disbursements:
Personnel Costs $ 675,447
Communication Services 11,775
Employee Development 21,747
Technical Services 87,704
Repairs & Maintenance 6,138
Administrative Services 317
Computer Services -
Employee Travel Costs 18,509
Supplies 23,030
Insurance 595
Rental & Operating Leases 44,640
Miscellaneous Expenditures 4,442
Capital Outlay 58,680
Total Disbursements (953,024)
Prior Period Expenditures as of June 30, 2017 (1,474)
Encumbrances as of June 30, 2017 2,817
Free Fund Balance, June 30, 2017 $ 1,692,157
Insurance Refund Fund
Free Fund Balance, July 1, 2016 $ 40,000
Transfers in from Insurance Administrative Fund 8,443,800
Total Cash Available $ 8,483,800
Disbursements:
Refunds of Premium Tax Overpayments $ 4.406,084
Total Disbursements (4,406,084)
Transfers Out:
General Fund $ 4,037,716
Total Transfers Out (4,037,716)
Free Fund Balance, June 30, 2017 $ 40,000

Idaho Department of Insurance Annual Report
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2017

Federal Grant Fund

Free Fund Balance, July 1, 2016 $ (14,845)
Encumbrances as of July 1, 2016 -

Total Free Fund Balance, July 1, 2016

Receipts:
Federal Grants $ 496,656
Total Receipts
Advances Received

Total Cash Available
Transfers Out:

Disbursements:
Personnel Costs $ 254,391
Operating Expenses 218,950
Sub-Grantee Payments -
Capital Outlay 21,113
Total Disbursements

Prior Period Expenditures as of June 30, 2017
Encumbrances as of June 30, 2017

Free Fund Balance, June 30, 2017

$ (14,845)

496,656

481,812

(494,454)

12,64

Insurance Insolvency Fund
Free Fund Balance, July 1, 2016

Receipts
Transfers In (Reduction in General Fund Transfer)
Total Cash Available

Disbursements:
Personnel Cost -
Supplies -
Communication Services -
Miscellaneous Expenditures -
Professional Services -
Employee Travel Costs -
Total Disbursements

Transfers Out:
General Fund $ -

Total Transfers Out

Free Fund Balance, June 30, 2017

$ 100,000

100,000

Idaho Department of Insurance Annual Report




Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2017

Liquidation Trust Fund

Free Fund Balance, July 1, 2016 $ 938,784
Receipts:

Interest & Other Investment Income $ 8,052

Sale of Services, Goods & Property -

Receipts to Trust -
Transfers In from Diversified Bond Fund -
Total Receipts and Transfers In 8.052
Total Cash Available 946,836
Disbursements:

Operating Expense 55
Transfers Out:

Investment Purchase - Universe Insurance -

Account Liquidation -

Total Disbursements and Transfers Out (55)
Free Fund Balance, June 30, 2017 $ 946,781
Cigarette Propensity Enforcement Fund

Free Fund Balance, July 1, 2016 $ 352,000
Receipts:

Regulatory Fees $ 21,000

Total Receipts 21,000
Total Cash Available 373,000
Disbursements:

Expenditures $ -

Total Disbursements -

Free Fund Balance, June 30, 2017 $ 373,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2017

Idaho Immunization Dedicated Vaccine Fund
Free Fund Balance, July 1, 2016

Receipts:

Regulatory Fees $ 13,862,770
Total Receipts

Total Cash Available
Disbursements:

Disbursements $ -

Total Disbursements
Transfers Out:
Health & Welfare $ 13,862,770
Total Transfers Out

Free Fund Balance, June 30, 2017

13.862,770

13.862,770

(13.862,770)
$ -

Idaho Department of Insurance Annual Report




State Fire Marshal

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

The State Fire Marshal has the statutory responsibility of being the chief arson investigation officer for the
state of ldaho. 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 the State. The office maintains a recordkeeping system including 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 2016
¢ Total fires reported in Idaho 4,686
¢ Number of residential fires 970
¢ Total estimated dollar loss reported $45 million
¢ Civilian fatalities reported 34
+ 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's website:
http://www.doi.idaho.gov/sfm/

Idaho Department of Insurance Annual Report
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Consumer Services

The Consumer Services Bureau consists of three sections: Senior Health Insurance Benefits Advisors
(SHIBA), Consumer Affairs, and Investigations. The sections work together to protect the public’s interest
and ensure all participants (companies, producers, and consumers) are in compliance with the laws and
rules that regulate the business of insurance in Idaho.

SHIBA Program
(Senior Health Insurance Benefits Advisors)

Senior Health Insurance Benefits Advisors (SHIBA) is a free, unbiased resource empowering ldahoans,
through community volunteers and partners, to make informed decisions about their Medicare choices.

Each year, SHIBA individually counsels thousands of Medicare beneficiaries, by phone or in person, in
communities throughout Idaho. SHIBA conducts workshops and provides information to beneficiaries
and those who help them. SHIBA has offices in Boise, Coeur d’Alene, and Pocatello. A network of
certified volunteers and partners assist people in communities throughout the state.

SHIBA investigates complaints and issues regarding claims/billings, appeals/grievances, fraud and
abuse, marketing/sales, quality of care, and non-renewal issues.

SHIBA services the general Medicare population and conducts targeted outreach for populations at risk
or under-served due to race, cultural background, ethnicity, limited English proficiency, Medicare-
Medicaid dual eligible for people with mental health disabilities, beneficiaries under 65 with disabilities,
and individuals eligible for low income subsidy prescription drug coverage.

SHIBA promotes awareness of provisions of federal legislation such as the Patient Protection and
Affordable Care Act (ACA), the Medicare Improvement for Patients and Providers Act (MIPPA), and the
Medicare Modernization Act of 2003 as they affect Medicare issues like prevention and wellness benefits,
changes to the Annual Open Enroliment Period (OEP), fraud prevention and awareness initiatives, and
Durable, Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) competitive bidding.

Highlights

for Year 2016
¢ Total client contacts 13,923
¢ Total presentations and enroliment events 1,509
¢ People reached through presentations and events 24,386
¢ Medicare counseling hours 7,707

Idaho Department of Insurance Annual Report



Consumer Affairs

The Consumer Affairs Section is a primary contact for members of the public who have questions about
insurance matters or who want to file a complaint regarding an insurance matter. 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 the 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 or inquiry, and recommending a course of action to Department staff; and

Providing technical expertise for market conduct examinations of domestic and foreign insurers.

The Consumer Affairs Section also provides information and services to consumers via the Department
website, including:

Answers to common insurance questions;
Basic information regarding insurance products;
Online complaint filing;

Summaries of complaint data; and

Updates regarding national health care reform.

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 in Boise, Coeur
d'Alene, and Pocatello.

Highlights
for Year 2016

New consumer complaints 992
Consumer complaints closed 1,005
Calls/inquiries from the public 6,004
Funds recovered for the public $697,998
Producer law classes and other presentations 7
(314 participants)
Outreach efforts 40
(13,315 participants)
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Investigations

The Investigations Section actively investigates, refers for prosecution, and seeks restitution from those
who commit insurance fraud. The Section’s mission is two-fold: first, to protect Idaho’s insurance
consumers from dishonest individuals transacting insurance and, second, to pursue allegations of
individuals filing fraudulent 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, insurance fraud has a severe
negative effect on the economy as a whole.

The Section conducts criminal and administrative investigations within or outside the state of Idaho to
determine whether a person has violated any provision of Title 41, Idaho Code. Two special prosecutors
from the Office of the Attorney General review and prosecute insurance cases referred by the Section,
while three other Deputy Attorneys General pursue administrative enforcement actions against licensees.
The Section also works with the State Fire Marshal’s Office on insurance-related arson investigations.

The Section aims to be recognized as a leader in the fight against insurance fraud by creating
partnerships with other criminal justice and law enforcement entities, educating the insurance industry,
conducting community presentations, and distributing written materials. These activities have significantly
created increased public awareness.

Insurance fraud is a felony and could result in a sentence of up to 15 years in prison and a $15,000 fine.

Highlights

for Year 2016
Reports of suspected fraud received 377
Opened cases 122
Cases referred to attorney general for criminal charges 29
Cases referred to attorney general for administrative action
Criminal convictions 11
Administrative actions
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Company Activities

The Company Activities Bureau consists of four sections: Examinations, Analysis, Premium Tax, and
Licensing. Although each section has separate functions, all work in close association on some issues.

Examinations & Analysis

The Examinations and Analysis Sections monitor the financial condition of insurance entities conducting
business in the state of Idaho to ensure that each complies with Idaho law and that the financial
obligations of the entity to its policyholders will be met. Regulated entities include domestic and foreign
stock and mutual insurers, fraternal benefit societies, managed care organizations (MCOs), reciprocal
insurers, self-funded health care plans, risk retention and purchasing groups, accredited reinsurers,
county mutual insurers, hospital and professional service corporations, surplus lines insurers, title
insurers, and rating organizations. The Examinations Section also includes an Examiner Title and Market
Insurance Specialist who regulates the title industry in Idaho and an Insurance Analyst Sr. who
addresses market issues.

Maijor functions of the Examinations Section include:

¢ 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 NAIC Accounting
Practices and Procedures Manual. Examinations are prescribed by law to be conducted at least once
every five years but may be undertaken more frequently if the director deems necessary.
Examinations of self-funded health benefit plans and other regulated entities are also performed.

e Regulation of all aspects of title agencies operating in Idaho, including title agent licensing,
examinations of title agent operations and title plants, review of three-year escrow audits, handling
consumer and industry complaints, enforcing compliance with the Idaho Code and Department rules,
reviewing escrow rate filings, and reviewing insurer title insurance rates and forms as required.

¢ Initial licensing for third party administrators (TPAs) who want to operate in Idaho. Determination of
whether TPAs continue to meet licensing requirements based on annual filings.

e Receiving and recording corporate changes for insurers and other regulated entities (e.g., name
changes, mergers, and redomestications).

e Market analysis and other review of insurers operating in Idaho in order to identify areas of non-
compliance with the Idaho Insurance Code. This is done by reviewing consumer complaint data,
national and state industry trends, conducting baseline analysis (benchmarking insurers against each
other), and reviewing market conduct annual statements and other pertinent information, including
financial data.

e Leading Idaho’s participation in interstate collaborative actions, providing technical expertise, and
conducting or participating in market conduct examinations of domestic and foreign insurers.
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Maijor functions of the Analysis Section include:

e Financial analysis and review of ldaho domestic company financial reports to determine compliance
with all Idaho Code requirements, financial solvency, and ability to meet contractual obligations to
policyholders. This includes review of annual statements, quarterly statements, audited financial
statements, and other filings made by an insurer. The focus is primarily on the solvency of Idaho
domestic insurers and the monitoring of foreign companies licensed in Idaho.

e Financial analysis and review of financial statements and other filings of Idaho registered self-funded
health plans regulated under Title 41, Chapters 40 and 41, Idaho Code, to determine compliance with
Idaho Code requirements, financial solvency, and ability to meet obligations to beneficiaries.

e Initial licensing or authorization of insurers or other regulated entities to transact business in the state
via the granting of a certificate of authority or registration. The admission process is completed in an
effective and timely manner to admit financially sound insurers and related entities that will offer
quality insurance products or related services to Idaho residents. The Section also maintains
reinsurance only (accredited reinsurer) and surplus line (white list) listings.

e Monitoring and regulation of Idaho holding company systems of which an insurer is a part, in
accordance with Title 41, Chapter 38, Idaho Code, to promote public interest and the interests of
Idaho policyholders and shareholders.
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Company Examinations and Admissions

Companies Admitted/Listed/Registered in 2016

License # Company Name/Type

Charitable Gift Annuities

4361 American Printing House for the Blind, Inc.

4348 Gideons International

4341 Guide Dogs for the Blind

4349 Lewis & Clark College

4357 National Park Foundation

4360 Occidental College

4372 Physicians Committee for Responsible Medicine, Inc.
4359 Temple University of the Commonwealth System of Higher Education
4362 University of Dayton

4375 Wabash College

Life/Health

4351 Lifecare Assurance Company

Managed Care Organizations

4344 Harmony Health Plan, Inc.
4345 MCNA Insurance Company

Property/Casualty

4352 All America Insurance Company
4369 Central Mutual Insurance Company
4366 Norcal Mutual Insurance Company

Purchasing Groups

4370 American Advantage Purchasing Group

4364 APIP Cyber and Pollution Programs, Inc.

4373 Chemical Society Risk Purchasing Group

4371 Commercial Industrial Building Owners

4346 Dental Guard Purchasing Group

4350 Forestry Services Risk Purchasing Group

4374 Frenkel Cosmetic Risk Purchasing Group, Inc.

4355 Northern Insurance Real Estate Professionals RPG

4356 Specified Clubs of the American Radio Relay League Purchasing Group

Domicile State

KY
TN
CA
OR
DC
CA
DC
PA
OH
IN

AZ

IL
X

OH
OH
CA

IL
CA
IL
CA
IL
SC
DE
IL
IL
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Companies Admitted/Listed/Registered in 2016 (continued)

License # Company Name/Type Domicile State

Risk Retention Groups

4365 County Hall Insurance Company, Inc., A Risk Retention Group NC
4376 Dan Risk Retention Group, Inc. SC
4347 Lone Star Alliance Inc., A Risk Retention Group DC
4358 Velocity Insurance Company, A Risk Retention Group SD

Self-Funded Health Care Plan

4342 Madison Memorial Hospital Health Benefit Trust ID

Surplus Lines

4354 CM Vantage Specialty Insurance Company Wi

4368 ISMIE Indemnity Company IL

4353 Watford Specialty Insurance Company NJ
Title

4367 Title Resources Guaranty Company TX

Trusteed Reinsurer

4343 Markel Bermuda Limited Bermuda
4363 Validus Reinsurance (Switzerland) LTD Switzerland
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Classification of Active and Suspended Companies 2016

Licensed

County Mutual Fire 1
Fraternal Benefit Societies 14
Hospital and Professional Service Corporations 1
Hospital Liabilities Trusts 0
Life & Disability 423
Managed Care Organizations 16
Petroleum Clean Water Trusts 1
Property & Casualty 824
Title 14
Listed

Accredited Reinsurers 23
Advisory Organizations 8
Charitable Gift Annuities 311
Surplus Lines 147
Trusteed Reinsurers 15
Registered

Purchasing Groups 242
Rating Organizations 7
Risk Retention Groups 78
Self-Funded Employee Health Care Plans 12

Other Regulated Entities

Guaranty Associations 3
Surplus Lines Associations

—_

Total Companies Regulated 2,140
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Companies Expired, Delisted, Revoked or Withdrawn in 2016

Life/Health Companies

Bankers Fidelity Assurance Company — Withdrawn December 19, 2016
Penn Treaty Network America Insurance Company — Revoked April 27, 2016

Property/Casualty Companies

21°T Century Insurance Company of the Southwest — Withdrawn February 16, 2016
Affirmative Insurance Company — Revoked September 20, 2016

Liberty American Select Insurance Company — Withdrawn December 21, 2016
Lincoln General Insurance Company — Revoked March 4, 2016

Stonetrust Commercial Insurance Company — Withdrawn November 15, 2016
Workmen’s Auto Insurance Company — Withdrawn April 25, 2016

Purchasing Groups

American Psychotherapist Professional Liability Ins. Program — Withdrawn December 29, 2016
American Retail Traders, Inc. — Withdrawn September 26, 2016

Fulcrum Programs Purchasing Group, LLC — Withdrawn July 1, 2016

General Real Estate Environmental Enterprises Net, Inc. — Withdrawn January 26, 2016

Home Inspection Liability Group, Inc. — Withdrawn December 29, 2016

Professional Liability Assurance Society, Inc. — Withdrawn December 29, 2016

United States Equestrian Federation Service Company RPG — Withdrawn January 1, 2016

Risk Retention Groups

Evergreen USA Risk Retention Group — Withdrawn June 8, 2016
Physicians Specialty LTD., Risk Retention Group — Withdrawn December 31, 2016

Premier Physicians Insurance Company, Inc. A Risk Retention Group — Withdrawn February 14, 2016
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Companies Merged in 2016

Merged Companies Merged with/into

1476 American Safety Casualty Insurance Company 474 TIG Insurance Company June 30, 2016
2974 American Safety Indemnity Company 474 TIG Insurance Company June 30, 2016
1937 Associated International Insurance Company 1956 Evanston Insurance Company

December 31, 2016

257 Bankers Standard Fire and Marine Company 991 Bankers Standard Insurance Company
December 31, 2016

591 Charter National Life Insurance Company 3 Alistate Life Insurance Company
January 1, 2016

3476 CIFG Assurance North America, Inc. 3349 Assured Guaranty Corp. July 5, 2016

2512 Clearwater Insurance Company 474 TIG Insurance Company
September 30, 2016

1955 Essex Insurance Company 1956 Evanston Insurance Company
June 30, 2016

3745 Express Scripts Insurance Company 1398 Medco Containment Life Insurance Company
January 1, 2016

4118 Hermitage Insurance Company 1600 Castlepoint National Insurance Company
July 19, 2016

3997 Preserver Insurance Company 1600 Castlepoint National Insurance Company
July 19, 2016

787 Security Life Insurance Company of America 12 Ameritas Life Insurance Corp.

December 31, 2016

3924 Springdfield Insurance Company 3572 Sequoia Insurance Company
December 30, 2016

3772 Tower Insurance Company 1600 Castlepoint National Insurance Company
July 19, 2016

1586 Unione ltaliana Reinsurance Company of America, Inc. 2603 Finial Reinsurance Company
August 1, 2016

2534 United Teacher Associates Insurance Company 1065 Continental General Insurance Company
December 31, 2016

789 Universal Underwriters Life Insurance Company 1375 Zurich American Life Insurance Company
September 30, 2016
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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:

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

¢ 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).

The annual premium tax liability is based on calendar year premiums written minus dental premiums,
which are taxed at $0.04 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 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)).

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

e Workers’ Compensation Offset — All workers’ compensation insurers must pay a 2.00% premium tax
on Idaho premiums written to the Idaho Industrial Commission. Insurers are allowed to offset 50% of
this tax against the workers’ compensation tax liability with the Department of Insurance. The
premium taxes paid to the Industrial Commission at the 2.00% rate should not be confused with the
additional Department of Insurance 1.50% premium tax rate. The tax credit can only offset the
workers’ compensation premium tax liability and cannot be allowed against any other lines of
insurance (Idaho 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 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)).
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Summary of Premium Tax Collection
Calendar Years 2012 through 2016
(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
2012 4,029,753,000 5.86% 59,108,000
2013 4,227,601,000 4.91% 61,978,000
2014 4,458,287,000 5.46% 65,395,000
2015 4,746,493,000 6.46% 69,597,000
2016 4,875,546,337 2.72% 71,685,462
5 year average: $4,467,536,067 $65,552,692
HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:
Idaho Code Section 41-3427
Calendar Premiums Percentage Increase Subscriber
Year Written of Premiums Written Tax
2012 37,791,000 1.38% 40,000
2013 42,433,000 12.28% 54,000
2014 44,836,000 5.66% 52,000
2015 42,710,000 -4.74% 27,000
2016 48,711,000 14.05% 31,000
5 year average: $43,296,200 $40,800

MANAGED CARE ORGANIZATIONS:

Idaho Code Section 41-3922

Calendar Premiums Percentage Increase | Subscriber/Premium
Year Written of Premiums Written Tax
2012 125,235,000 28.96% 1,770,000
2013 122,683,000 -2.04% 1,844,000
2014 177,025,000 44.29% 2,548,000
2015 274,812,000 55.24% 4,075,000
2016 390,817,000 42.21% 5,734,000
5 year average: $218,114,400 $3,194,200
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SURPLUS LINES BROKERS:

Idaho Code Section 41-1229

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2012 60,248,000 -1.20% 906,000
2013 76,903,000 27.64% 1,154,000
2014 78,808,000 2.48% 1,182,000
2015 89,473,000 13.53% 1,342,000
2016 101,541,000 13.49% 1,523,000
5 year average: $81,394,600 $1,221,400
TITLE INSURERS:
Idaho Code Sections 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2012 31,624,000 48.72% 474,000
2013 28,450,000 -10.04% 427,000
2014 30,035,000 5.57% 451,000
2015 36,210,000 20.56% 543,000
2016 47,312,000 30.66% 710,000
5 year average: $34,726,200 $521,000
RISK RETENTION GROUPS:
Idaho Code Sections 41-4805 and 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2012 7,740,000 5.98% 117,000
2013 5,203,000 -32.78% 78,000
2014 6,479,000 24.52% 97,000
2015 8,568,000 32.24% 129,000
2016 8,685,000 1.37% 130,000
5 year average: $7,335,000 $110,200

Taxes are calculated on Idaho premium tax base rate of 1.5% and $0.04 per dental contract.

Does not include retaliatory premium tax rates.
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Premium Tax Rates - Calendar Years 2012 through 2016

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
2012 1.50% 4 cents per 1.50% 4 cents per 1.50% 1.50% 1.50%
4 cents per dental subscriber beneficiary per
subscriber certificate per month
certificate per month month
2013 1.50% 4 cents per 1.50% 4 cents per 1.50% 1.50% 1.50%
4 cents per dental subscriber beneficiary per
subscriber certificate per month
certificate per month month
2014 1.50% 4 cents per 1.50% 4 cents per 1.50% 1.50% 1.50%
4 cents per dental subscriber beneficiary per
subscriber certificate per month
certificate per month month
2015 1.50% 4 cents per 1.50% 4 cents per 1.50% 1.50% 1.50%
4 cents per dental subscriber beneficiary per
subscriber certificate per month
certificate per month month
2016 1.50% 4 cents per 1.50% 4 cents per 1.50% 1.50% 1.50%
4 cents per dental subscriber beneficiary per
subscriber certificate per month
certificate per month month
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Producer Licensing

The Producer Licensing Section reviews and processes license applications and issues and maintains
over 100,000 licenses, including resident and non-resident business entities and individuals. The Section
oversees 13 license types and their related procedures, statutes, and rules.

Producer Licensing continues to seek out administrative efficiencies by utilizing online services through
approved vendors. Vendor services include license applications and renewals, appointments, address
changes, license copies, continuing education courses, and CE credit downloads. Applicants and
licensees utilize online services for 90-95% of all licensing transactions. This factor allows the turnaround
time for non-resident licensing to remain 1-2 days. The FBI fingerprinting process is completely digitized,
providing greater security and quicker response times for resident applicants.

Producer Licensing website information is regularly updated to provide the most current information and
services available. The Section maintains a paperless, efficient, and secure licensing environment by
utilizing document imaging for license records and email correspondence for agency communications to
licensees.

Section goals remain efficiency, security, and service.

Continuing Education

The Continuing Education (CE) Rule, IDAPA 18.01.53, requires resident insurance licensees to complete
24 credit hours of continuing education within each two-year licensing period, which expires at the end of
the individual’s birth month. At least three of the 24 hours must be obtained in insurance ethics courses.
Mandated training has been adopted by the Department for annuity suitability, flood, and long-term care
policy sales. Non-resident and limited lines producers are exempt from CE requirements for Idaho.

Appointed members of the CE Advisory Committee meet monthly to review provider course applications
to ensure quality courses are available to Idaho producers. CE rules are also in place to maintain high
standards for CE courses. Presentation methods are available to licensees in a variety of formats
including correspondence, internet, seminar, teleconference, traditional classroom, and webcast/webinar.

Highlights

for Year 2016
¢ License applications received 21,542
¢ Licenses issued 19,052
¢ Total licenses as of 1/1/2017 105,773
¢ Total licenses renewed 31,038
¢ CE courses added 2,269
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Product Review

The Product Review Bureau consists of one section: Rates and Forms.

Rates and Forms

The Rates and Forms Section accepts property, casualty, health, and life policy contracts and related
forms with the company certification ensuring they comply with the 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, including individual and small group health rate manuals, Medicare
supplement, long-term care, private passenger automobile, homeowners, and credit. The objective is to
ensure 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 workers’
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 1,332 companies licensed or registered to sell
products in Idaho. The Department received 5,540 separate filings in 2016 via SERFF (System for
Electronic Rate and Form Filing), resulting in the total number of forms and rates for all filings submitted
in 2016 shown in the following chart.
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Highlights
for Year 2016

Business Line_

Advertising

Aircraft

Annuities

Boiler & Machinery
Commercial Auto
Commercial Package
Credit Life
Farmowners
Fidelity/Surety
Group Health
General Liability
Group Life

HMO

Homeowners
Individual Health
Individual Life
Inland Marine

Life Settlement
Long-Term Care
Medical Malpractice
Medicare Supplement
Personal Auto
Property

Title

Workers’ Compensation

Other All Lines

Forms

1,232
752
529

18
907
2,474

12
188
1,938
11,129
204
592
547
1,220
382
980
18

64
692
153
374
1,213
289
184
1,207

Rates

-~ O -0

212

70
25

106

41
16
123
140
98

58
94
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