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Sate of Idaho
DEPARTMENT OF INSURANCE

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

FAX (208)334-4398

November 1, 2007

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 2006, as required by Section 41-216, Idaho Code. The statistics in this report
are compiled from the December 31, 2006 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,

[illnligfel -

William W. Deal
Director
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A daministration

Department of Insurance
Misston Statement

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

Main Office:

700 W. State Street

P. O. Box 83720

Boise, ID 83720-0043
Phone: 208-334-4250

Fax Numbers:

DOI: 208-334-4398

SHIBA: 208-334-4389

Fire Marshal: 208-334-4375

Regional Offices:

SHIBA Regional Office

1445 Filmore, Suite 1104

Twin Falls, ID 83301
1-800-488-5731 (208-736-4713)
Fax: 208-736-4714

Fire Marshal Regional Office
1820 E. 17th Street, Suite 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)

Fax: 208-666-6767

Consumer Assistance Helpline
1-800-721-3272

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

Website: http://www.doi.idaho.gov
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Department Of Insurance Directors

Director Term of Office
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Summary of Legislative Changes Enacted in 2006
Impacting the Department of Insurance or the
Insurance Industry

Department of Insurance Legislation

The following is a brief summary of insurance-related legislation that was enacted during the 2006 legislative
session. It does not provide a complete or detailed analysis of the new laws, but is intended simply to alert
readers to changes made in Idaho’s insurance laws. Persons interested in a particular bill should review the bill in
its entirety at the Idaho Legislature’s webpage: http://www.legislature.idaho.gov/. Unless otherwise indicated, the
effective date of each law is July 1, 2006.

House Bill 433: Adds to and amends existing law to clarify that compensation paid to the Board of Trustees of the
Idaho Petroleum Clean Water Trust Fund is an honorarium.

House Bill 446: Amends Section 41-2841 to permit payment of a commission or promotion expense in connection
with the issuance of a surplus loan, if approved by the Director.

House Bill 447: Amends sections 41-721 and 41-722 to increase the limitation on the loan to value ratio for
commercial loans from 75% to 80%.

House Bill 448: Amends Chapter 7 of Title 41 to allow domestic insurers to invest in securities issued by
companies domiciled in foreign countries.

House Bill 462: Amends 41-2515 to lower the age of eligibility from 65 to 55 for the discount in auto insurance
rates based on completing a motor vehicle accident prevention course.

House Bill 522: Amends 41-2908 to provide that a corporation or other legal entity that is a subscriber in a
reciprocal insurer that transacts only workers compensation insurance will be considered as one subscriber
regardless of the number of wholly owned subsidiaries.

House Bill 585: Adds to and amends existing law to clarify and consolidate requirements for notice and right to
hearing for actions involving licenses and certificates of authority issued by the Department.

House Bill 586: Amends 41-913 to extend the deadline for renewing an insurance administrator registration (TPA
license) to Dec. 31 to coincide with the expiration date of the registration, change registration renewals from
annual to every two years, and revise penalties for late renewals of registrations.

House Bill 652: Amends 41-603 to allow good will, trade names and other intangible assets to be allowed as
assets in determination of the financial condition of an insurer as permitted by NAIC accounting practices and
procedures.

House Bill 655aaS: Amends 41-2223, 41-4707 and 41-5207 to permit health insurance carriers to discontinue
offering a particular health benefit plan in this state if the product has been in use for at least 36 consecutive
months, the discontinuation will not affect more than 20% of the insurer’s total covered lives in a 12 month period,
and certain notice requirements are met.

House Bill 722: Amends 41-1314 to permit life, property or casualty insurers, or producers for such insurers, to
offer to customers and prospective customers items having an aggregate value of $50 or less as inducements for
the purchase of insurance.
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House Bill 753aa: Amends 41-1842 and 41-2401 to permit cancellation of a standard fire policy for failure to pay
premium upon at least 10 days notice, and to provide that for cancellation notices sent by mail for standard fire
policies or commercial policies the 10 day notification period will begin to run five days following the date of the
postmark.

House Bill 822: Amends Chapter 40, Title 41, to add a number of new requirements for self-funded employer health
plans, especially multiple employer self-funded health plans, including requirements for reserves and surplus and
quarterly financial reporting.

House Bill H825: Creates a new Chapter 41, Title 41, setting forth registration and financial requirements applicable
to multiple employer self funded health plans made up of governmental entities and created pursuant to a joint powers
agreement.

Senate Bill 1423a: Adds to and amends existing law to set forth restrictions on use by employers and insurers of
information obtained by genetic testing. Amends 41-1313 to prohibit discrimination based on genetic information in
issuing or rating a disability insurance policy or health benefit plan.

Idaho Department of Insurance Annual Report



Rules Adopted

Rule No. Name

Rule 9 Senior Consumer Protection in Annuity Transactions

IDAPA 18.01.09 Effective 4-11-06

Rule 10 Producers Handling of Fiduciary Funds

IDAPA18.01.10 Effective 4-11-06

Rule 18 Open Lines For Export - Surplus Lines

IDAPA18.01.18 Effective 4-11-06

Rule 54 Rule to Implement the NAIC Medicare Supplement Insurance Minimum Standards Model Act
IDAPA18.01.54 Effective 4-11-06

Rule 73 Rule to Implement the Individual Health Insurance Availability Act Plan Design
IDAPA18.01.73 Effective 4-11-06

Bulletins Issued

Bulletin No. Subject
06-7 Notice Regarding Inflation Protection Requirements for Long-Term Care Partnership
Policies

December 22, 2006

06-6 Idaho Long-Term Care Insurance Partnership Program - Required Policy Notice and
Issuer Certification Form
November 6, 2006

06-5 Producer Training for Sale of Policies Qualifying for the Idaho Long-Term Care Insurance
Partnership Program
November 6, 2006

06-4 Eligible Surplus Lines Insurers
November 1, 2006
(Rescinds Bulletin 05-6)

06-3 Rate of Interest on Deferred Payment of Cash Surrendered Benefits, Effective July 1,
2006
July 1, 2006
(Rescinds Bulletin 05-1)

06-2 Use of Revised Accounting Practices and Procedures Manual of the NAIC
May 22, 2006

06-1 NCCI 2006 Idaho Rate Filing
March 28, 2006
(Supersedes and Rescinds Bulletin 05-5)
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Summary of Administrative Actions

Producers (Agents)

Licenses Revoked 12
Licenses Denied 2
Orders with Administrative Penalties 5
Companies
Certificate of Authority Revoked 1
Certificate of Authority Suspended 7
Orders Approving Non-Renewal 3
Orders with Administrative Penalty 1
Orders — Other 7
Market Conduct 0
Workers’ Compensation Rate Deviation 12

Litigation Pending

Domestic Receiverships (Note: Some of these receiverships also have additional pending litigation)

State of Idaho, ex rel. Gary L. Smith, Department of Insurance v. Old Standard Life Insurance Co.,
Case No. CV OC 0401574D

State of Idaho, Department of Insurance v. ePEOQ Link, Inc., Case No. CV OC 0401454D
In the Matter of the Liquidation of the Universe Life Insurance Company, Case No. CV OC 96 01126D

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

Ancillary Receiverships

State of Idaho, Department of Insurance v. Mission Insurance Company Trust, Case No. 88616
State of Idaho, Department of Insurance v. Fremont Indemnity, Case No. OC 03 09839D

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

State of Idaho, Department of Insurance v. PHICO Insurance Company, Case No. CV OC 04 03786D

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

Actions in Idaho State Court

Employers Resource Management v. State of Idaho, Department of Insurance; Appeal from Administrative
Action, Case No. CV OC 030558D (Fourth District); Idaho Supreme Court Docket No. 30837
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Department Fund Sources*
For the Fiscal Year Ended June 30, 2007

Premium Taxes 91.3%

Federal Grant
0.4%

Regulatory Fees
& Licenses 8.3%

Premium Taxes, Fines & Penalties $ 79,471,900
Regulatory Fees & Licenses & Interest 7,275,100
Federal Grant 336,600
Total $ 87,083,600

Department receipts totaled over $87 million in FY 07. Taxes on insurance premiums constituted

the largest portion (91.3%) of these receipts, amounting to $79 million. Regulatory fees and licenses
of $7.2 million and federal grant funds of $.3 million accounted for the remainder of the FY07 receipts.
Although premium taxes represent the department's largest single source of receipts, these dollars are
not utilized to finance department operations. The majority of premium tax proceeds are distributed to
the General Fund to finance other state programs. The balance of the premium tax proceeds are
distributed to the Premium Tax Refund Fund, the Firemen's Retirement Program, the High Risk
Reinsurance Pool and the Access Card Program.

*Includes the following funds: Insurance Administrative; Arson, Fire, Insurance Solvency,
and Fraud Prevention; and Federal Grant.
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Department Fund Applications*
For the Fiscal Year Ended June 30, 2007

Firemen's High Risk
Premium Tax Retirement Reinsurance
Refunds 6.9% 4.7% Pool 11.2%
Operating
Expense

7.0%

\

Increase in
Cash Balance
1.0%

General Fund
(State of Idaho Operations)

69.2%

General Fund $ 60,545,500
Premium Tax Refunds 6,213,100
Firemen's Retirement (PERSI) 3,827,800
High Risk Reinsurance Pool/Other 9,756,900
Department Operating Expenses 6,328,300
Increase in Cash Balance* 412,000
Total $ 87,083,600

In FY 07, distributions to the General Fund totaled more than $60.5 million, while distributions
to the Premium Tax Refund, Firemen's Retirement Program and High Risk Relnsurance Pool
were $6.2 million, $3.8 million and $9.8 million, respectively. The department's operations are
funded by regulatory fees, licenses and other miscellaneous revenue sources. In FY 07 the
department expended $6.4 million, or 7.0% of its total receipts, to fund department program
operations.

* Combined cash increase for the Insurance Administrative Fund; Fire and Fraud Fund;
and the Federal Grant Fund.
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Schedule of Receipts and Disbursements

For the Fiscal Year Ended June 30, 2007

Insurance Administrative Fund

Free Fund Balance, July 1, 2006
Encumbrances as of July 1, 2006
Total Free Fund Balance, July 1, 2006

Receipts:
Premium Taxes
Licenses, Permits and Fees
Fines & Penalties
Other Revenue
Transfer in from 0348
Total Receipts

Total Cash Available

Disbursements

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

Total Disbursements

Prior Period Expenditures as of June 30, 2007
Encumbrances as of June 30, 2007

Transfers Out:
General Fund
Refund Fund
Firemen's Retirement (PERSI)
Insurance Insolvency Fund
Other/High Risk Reinsurance Pool
Total Transfers Out

Free Fund Balance, June 30, 2007

79,415,500
6,151,000
56,400
15,000

3,147,800
90,500
28,000
88,900

1,173,900

9,800
54,600
4,400
77,700
34,900
1,600
261,500
47,200
110,900

60,545,500
6,213,100
3,827,800

200
9,756,900

$ 8,216,300
213,100
8,429,400

85,637,900

94,067,300

(5,131,700)

210,000
3,100

( 80,343,500

S___ 879,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2007

Arson, Fraud Prevention Fund

Free Fund Balance, July 1, 2006
Encumbrances as of July 1, 2006
Total Free Fund Balance, July 1, 2006

Receipts
Licenses, Permits and Fees $ 1,034,900
Interest Income 64,000
Other Revenue 10,200

Total Receipts
Total Cash Available

Disbursements

Personnel Costs 595,400
Communication Services 15,800
Employee Development 15,100
Technical Services 136,100
Repairs & Maintenance 1,500
Administrative Services 4,600
Employee Travel Costs 18,300
Supplies 4,000
Insurance 500
Rental & Operations 30,800
Miscellaneous Expenditures 28,000
Capital Outlay 83,800

Total Disbursements

Prior Period Expenditures as of June 30, 2007
Encumbrances as of June 30, 2007

Free Fund Balance, June 30, 2007

Federal Grant Fund

Free Fund Balance, July 1, 2006
Encumbrances as of July 1, 2006
Total Free Fund Balance, July 1, 2006

Receipts
Federal Grants $ 250,900
Total Receipts

Advances Received
Total Cash Available
Transfers out to: Insurance Administrative fund 0229-10
Disbursements
Personnel Costs 136,800
Operating Expenses 112,700
Sub Grantee Payments 7,800
Capital Outlay -
Total Disbursements

Encumbrances as of June 30, 2007

Free Fund Balance, June 30, 2007

$

1,504,000
2,100

1,506,100

1,109,100

2,615,200

(933,900)

2,100

1,679,200

7,300

7,300

250,900

258,200

(257,300)

900
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2007

Insurance Refund Fund

Free Fund Balance, July 1, 2006 $ 40,000
Transfers in from Insurance Administrative Fund 6,213,100
Total Cash Available 6,253,100

Disbursements
Refunds of Premium Tax Overpayments $ 6,205,800
Total Disbursements (6,205,800)

Transfers Out

General Fund 7,300
Total Transfers Out (7,300)
Free Fund Balance, June 30, 2007 $ 40,000

Insurance Insolvency Fund

Free Fund Balance, July 1, 2006 $ 100,000
Receipts -

Transfers In (Reduction in General Fund Transfer) 200
Total Cash Available 100,200

Disbursements

Personnel Cost 200
Supplies =
Communication Services =
Miscellaneous Expenditures
Professional Services s
Employee Travel Costs
Total Disbursements (200)

Free Fund Balance, June 30, 2007 $ 100,000
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Schedule of Receipts and Disbursements
For the Fiscal Year Ended June 30, 2007

Liquidation Trust Fund

Free Fund Balance, July 1, 2006 $ 3,288,000
Receipts
Interest & Other Investment Income 454,200
Sale of Services, Goods & Property -
Receipts to Trust 497,300
951,500

Transfers in from -
Total Receipts and Transfers-In -
Total Cash Available 4,239,500

Disbursements
Operating Expense 139,200

Transfers Out

Investment Purchase - Universe Insurance 1,500,000
Account Liquidation 1,117,800
Total Disbursements and Transfers Out !2,757,000!
Free Fund Balance, June 30, 2007 $ 1,482,500

Schedule of Assets and Fund Equity
June 30, 2007

Liquidation Trust Fund

ASSETS
Cash in State Treasury $ 1,482,500
Investments Held in Trust 1,117,800
Total Assets $ 2,600,300
FUND EQUITY
Undesignated Fund Equity $ 1,482,500
Total Fund Equity $ 1,482,500
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COn:umer
Services

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

Consumer Affairs

The Consumer Affairs Section is generally the department’s primary contact with the public. It 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 representa-
tives in the form of technical assistance on claims procedures, underwriting, insurance laws and rules;
reviewing insurance contracts, policies and related documents to assure compliance with Idaho insurance
laws and rules; conducting investigations concerning alleged violations of insurance laws and evaluating the
merit of the complaint/inquiry and recommending a course of action to department staff; and providing
technical expertise for the market conduct examination of domestic and foreign insurers by providing market
conduct support in the field as well as from the department offices.

Consumers can contact a Consumer Affairs Officer by telephone, toll-free Consumer Assistance Helpline,
mail, fax, the internet or by visiting any one of the department’s offices around the state in Boise,
Coeur d’Alene and Pocatello as listed on page 1.

Highlights

for Year 2006
+ Written complaints received from consumers 973
+ Written complaints closed 983
¢ Walk-in inquiries from consumers 157
+ Telephone inquiries from consumers 8,151
¢ Funds recovered for the public $3,173,081
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Producer Licensing

The Producer Licensing Section processes and reviews license applications, examines qualifications of
applicants and issues and renews licenses for over 40,000 producers, both residents and non-residents.

The department has continued to seek out new administrative efficiencies by utilizing electronic capabilities
available to us. In 2002, the Licensing Section began receiving producer license renewals online and the
department is presently processing 90% of all renewals electronically. Electronic processing completely
eliminates any hands-on labor for the department as well as giving the producers immediate license renewal
online.

Approximately 95% of all appointments are now processed electronically. This has taken one of the more
labor-intensive tasks and reduced it to almost zero. Eventually, all appointments will be processed by electronic
means.

The department anticipates the number of new licensees will continue to rise. As more applicants and
licensees take advantage of electronic processes we will be able to maintain our current level of efficient and
effective service. As of December 2006, the department has over 50,000 licensed insurance producers.

The department began accepting online electronic applications through the National Insurance Producers
Registry (NIPR) in 2005, and in 2006 over 60% of all applications were processed electronically.

Initiatives in the coming year include installation of a new licensing data collection system and plans are
being made to go paperless in the near future. Both initiatives should improve our ability to process licenses
efficiently and issue them within a one-day turnaround. Our ability to extract statistical information from the
system should be enhanced tremendously.

Continuing Education

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

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

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

Highlights

for Year 2006
¢ License applications received 15,139
¢ Licenses issued 14,639
+ Total licensees at year end 55,870
¢ CE applications approved 2,255
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SHIBA Program
(Senior Health Insurance Benefits Advisors)

The Senior Health Insurance Benefits Advisors (SHIBA) Program is a free information, counseling and

assistance program for Medicare beneficiaries who have questions or problems about health insurance
issues such as Medicare, Medicare supplement insurance, Medicare health plans and long-term care

insurance.

The SHIBA staff, advocates and volunteer counselors focus on educating Medicare beneficiaries and senior

service providers about rights and protections for people with Medicare, Medicare program updates,

coordination of benefits, understanding Medigap, Medicare health plan options and long-term care issues.
SHIBA assisted thousands of Medicare beneficiaries through statewide presentations and disseminating

information at senior centers and to service providers and various community groups, attendance at
conferences and health fairs and one-on-one counseling sessions.

Emerging issues impacting Medicare consumers include the new private fee-for-service 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 2006
+ Volunteer counseling hours 5,702
+ One-on-one contacts in person 17,423

+ People reached through community, educational

and media presentations 949,318
+ Calls for the year 22,282
¢ Savings to Medicare beneficiaries $353,587
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Investigation and Insurance Fraud

The mission of the Investigations Section is two-fold: first, to protect Idaho’s insurance consumers from
dishonest individuals conducting the business of insurance and, second, to investigate allegations of
individuals filing fraudulent insurance claims against insurance companies.

Whatever its form, insurance fraud is a crime that impacts everyone by increasing the cost of insurance
premiums and related goods and services. When allowed to go unchecked, it has been demonstrated that
insurance fraud has had a severe negative effect on the economy as a whole.

The unit conducts criminal and administrative investigations throughout the state and in doing so works
closely with the public, the insurance industry and law enforcement. The Investigations Section not only
investigates and refers cases for criminal and administrative legal action, but also serves as an education
resource to the insurance industry and law enforcement in preventing and recognizing insurance fraud. The
public has also been educated on the dangers of insurance fraud through media presentations and the
distribution of brochures and pamphlets.

The Investigations Section is dedicated to detecting, preventing, neutralizing and eliminating insurance
fraud and ensuring the state of Idaho protects all those affected by these costly white collar crimes.

Highlights

for Year 2006
¢+ Opened cases 214
¢ Closed cases 83
+ Referred cases for criminal and administrative action 15
¢ Criminal and administrative convictions obtained 7
¢ Fiscal impact of cases handled $1,398,136*

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

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

The State Fire Marshal has the statutory responsibility of being the chief arson investigation officer for the
state of Idaho. He and his six deputies work with local authorities when requested on the investigation of
fires and explosions in Idaho.

The State Fire Marshal’s Office also licenses the fire sprinkler contractors who work in Idaho, trains and
certifies state fire inspectors and licenses persons and businesses that import or wholesale fireworks in
Idaho. The office also maintains a recordkeeping system that includes data submitted from fire agencies
that cover approximately 95% of the population of Idaho. They are committed to FIGHTING FIRE WITH
FACTS.

Mission Statement

The State Fire Marshal’s Office participates in and coordinates an integrated statewide
system designed to protect human life from fire and explosions through fire prevention and
the investigation of fires. The program involves fire prevention activities, fire/arson and
investigations and the operation of various statistical systems, including the Idaho Fire
Incident Reporting System (IFIRS).

Highlights

for Year 2006
+ Totalfires reported in Idaho 7,272
¢ Number of residential fires 1,109
+ Total estimated dollar loss reported $50 million
¢ Civilian fatalities reported 26
+ Firefighter fatalities 0

Idaho Code Section 41-254 requires that the state fire
marshal make an annual report to the governor and the
legislature by the 15th of July each year. The detailed annual
report can be found by going to the State Fire Marshal
website (www.doi.idaho.gov/sfm/firemars.aspx) .

Idaho Department of Insurance Annual Report






COmpan 'y
Activities

The Company Activities Bureau consists of three sections: Examinations, Premium Tax and Rates and
Forms. Although each section has a separate function, all work in close association on some issues.

Examinations

The Examinations Section monitors the financial condition of all insurance entities conducting business
in the state of Idaho to assure that each complies with Idaho law and that the financial obligations of the
company to its policyholders will be met. Regulated insurance entities include domestic and foreign
stock and mutual insurers, fraternal benefit societies, managed care organizations (MCOs), self-funded
healthcare plans, risk retention and purchasing groups, and rating organizations. Additionally, the Examina-
tions Section includes a Senior Financial Examiner who regulates the title industry in Idaho.

Major functions of this section include:

¢ Initial licensing or authorization of insurers to transact business in the state via the granting of a certificate
of authority. The admission process is completed in an effective and timely manner in order to admit
financially sound insurers and other related entities that will offer quality insurance products and services
to Idaho residents.

¢ Financial analysis and review of company financial reports to determine the company’s compliance
with all ldaho Code requirements, financial solvency and ability to meet its contractual obligations to
policyholders. This area reviews annual statements, quarterly statements, audited financial statements
and other filings made by an insurer. The section focuses primarily on the solvency of Idaho domestic
insurers but also monitors foreign companies licensed in Idaho and performs reviews of foreign
companies on an as-needed basis.

¢ Examination of the financial and market conduct condition of Idaho domestic insurers to ensure that
they are operating in accordance with Idaho insurance laws and rules and the Statutory Accounting
Practices and Procedures Manual. Examinations are prescribed by law to be conducted at least every
five years but may be undertaken more frequently if the director deems necessary.

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

Type
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License#

3729
3697
3738
3731
3695
3726
3706
3743
3732
3721
3687
3694
3742
3748
3688
3686
3733
3703
3689
3740
3693
3763
3745
3683
3698
3696
3704
3751
3674
3718
3702
3673
3754

3716
3734

3739
3708
3705
3746
3682
3747
3735
3727
3730
3725

Companies Admitted/Listed/Registered in 2006

Company Name

American Builders Insurance Company Risk Retention Group, Inc.

American Community Mutual Insurance Company
American Excess Insurance Exchange, Risk Retention Group
American Farmland Trust

American Modern Surplus Lines Insurance Company
American Specialty Sports & Entertainment Purchasing Group
Andrews University

AON Realty Purchasing Group

Arizona State University Foundation

Asset Protection Program Risk Retention Group, Inc.
AutoOne Insurance Company

Bankers Reserve Life Insurance Company of Wisconsin
Baptist Foundation of Texas

Bond Safeguard Insurance Company

Care Risk Retention Group, Inc.

Catlin Insurance Company (UK) LTD.

Children’s Home Society of Idaho

Construction Professionals’ Risk Purchasing Group, LTD
Consumers Union of United States, Inc.

Eagle West Insurance Company

Endurance American Specialty Insurance Company
Euler Hermes American Credit Indemnity Company
Express Scripts Insurance Company

FCNL Education Fund

Founders Insurance Company

Golden Bear Insurance Company

Gramercy Insurance Company

Great Northwest Insurance Company

HCC Specialty Insurance Company

Health Care Indemnity, Inc.

HRMA Purchasing Group, Inc.

HSBC Insurance Company of Delaware

Independent School District of Boise City Employee Dental
Benefit Plan Trust

Inflatable Industry Purchasing Group, Inc.

International Planned Parenthood Federation/Western
Hemisphere Region Inc.

Jamestown Insurance Company, A Risk Retention Group
Jews for Jesus

Judicial Watch, Inc.

Kansas State University Foundation

Lambda Legal Defense and Education Fund, Inc.
Lancashire Insurance Company (UK) Limited

Lancashire Insurance Company Limited

Lawyer’s Protector Plan Purchasing Group

League of Women Voters Education Fund

Life of the South Insurance Company

Domicile State

MT
M
VT
DC
OH
IN
M
MN
AZ
SC
NY
Wi
™
IL
DC
or
D
NJ
NY
CA
DE
MD
AZ
DC
IL
CA
™
IN
OK
OH
128
DE

D
DE

NY
SC
CA
DC
KS
NY

or
or
DC
DC
GA




Companies Admitted/Listed/Registered in 2006

Type License# Company Name Domicile State
CA 3677 Loma Linda University CA
PG 3711 Marquee Hospitality Group WA
PC 3709 MEMIC Indemnity Company NH
PC 3684 Mid-Continent Casualty Company OK
PC 3685 Mid-Continent Insurance Company OK
PC 3741 Monterey Insurance Company CA
PG 3728 National Horsemen'’s Benevolent And Protective Association RPG, Inc. DE
RR 3720 Nationweld Risk Retention Group, Inc. DC
PG 3681 Nationwide Exclusive Agent Risk Purchasing Group, LLC OH
CA 3752 New York Province of the Society of Jesus NY
PC 3678 Northwest Physicians Insurance Company OR
MCO 3699 PacificSource Health Plans OR
PG 3753 Paramount Real Estate Group, Inc. DE
PG 3722 Physicians Purchasing Group, Inc. X
RC 3717 Quadrant Indemnity Company CT
CA 3691 Quiet Hour, Inc. (The) CA
CA 3736 Raymond James Charitable Endowment Fund FL
CA 3723 Renaissance Charitable Foundation Inc. IN
PC 3724 Riverport Insurance Company MN
RR 3692 Scaffold Industry Insurance Company Risk Retention Group, Inc. DC
SF 3707 Snake River Sugar Company Member Benefit Plan (The) ID
PC 3679 State Automobile Mutual Insurance Company OH
PG 3710 Terrace Insurance Group WA
SL 3744 United Specialty Insurance Company DE
PG 3676 United States Aircraft, Pilots & Mechanics Association, Inc. ur
PC 3701 Universal Underwriters of Texas Insurance Company X
CA 3700 University Of Montana Foundation (The) MT
RR 3755 Vehicular Service Insurance Company, Risk Retention Group OK
PG 3737 Wachovia Securities Financial Network Purchasing Group NC
CA 3719 Watchtower Bible and Tract Society of New York, Inc. NY
U 3750 Wellcare Prescription Insurance, Inc. FL
CA 3715 William March Rice University X
U 3712 World Corp Insurance Company NE
PC 3675 Zale Indemnity Company X
U 3680 Zale Life Insurance Company AZ
Key:
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AO-Advisory Organization
CA-Charitable Gift Annuities
LI - Life and Disability Insurer

RR - Risk Retention Group

MCO - Managed Care Organization SL - Surplus Lines
PC - Property Casualty Insurer Tl - Title Companies
PG - Purchasing Group TO-Trustee Reinsurer

RC - Reinsurance Only Company

SF - Self-Funded Health Care Plans




Classification of Active and Suspended Companies

Licensed
Life & Disability 507
Property & Casualty 803
Title 17
County Mutual Fire 1
Fraternal Benefit Societies 13
Managed Care Organizations 5
Hospital and Professional Service Corporations 2
Hospital Liabilities Trusts 0
Petroleum Clean Water Trusts 1
Rating Organizations 7
Self-Funded Employee Health Care Plans 4
Listed
Accredited Reinsurers 22
Advisory Organizations 9
Charitable Gift Annuities 179
Joint Reinsurance Associations 0
Purchasing Groups 198
Risk Retention Groups 76
Surplus Lines 161
Trusteed Reinsurers 9
Other Regulated Entities
Guaranty Associations 2
Surplus Lines Associations 1
Total Companies Regulated 2,017
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Companies Withdrawn, Suspended, Revoked or Delisted in 2006

American Travelers Assurance Company — Withdrawn September 13, 2006

Boston Old Colony Insurance Company — Withdrawn December 31, 2006

BPA Health, Inc. — Withdrawn May 19, 2006

Capitol Specialty Insurance Company, Risk Retention Group — Withdrawn October 23, 2006
Chemical Professionals Purchasing Group — Withdrawn May 31, 2006

Commencement Bay Life Insurance Company — Withdrawn March 31, 2006

Insurance Investors Life Insurance Company — Withdrawn January 18, 2006

ISPP Purchasing Group — Withdrawn March 30, 2006

K-M Insurance Company — Withdrawn August 31, 2006

Newport Mutual Insurance Risk Retention Group, Inc. — Withdrawn November 20, 2006
Niagara Fire Insurance Company — Withdrawn December 31, 2006

Ordinary Mutual, A Risk Retention Group Corporation (The) — Withdrawn March 22, 2006
Pacific Insurance Company — Delisted June 1, 2006

Specialized Local Delivery Risk Retention Group, Inc. — Withdrawn December 13, 2006
States General Life Insurance Company — Revoked February 22, 2006

Traders & Pacific Insurance Company — Withdrawn April 20, 2006

United States Contractors Association, Inc. — Withdrawn March 29, 2006

Vesta Insurance Corporation — Suspended July 31, 2006

Zurich International (Bermuda) Ltd — Delisted December 18, 2006

Zurich Specialties London Limited — Delisted December 18, 2006

Idaho Department of Insurance Annual Report



Premium Tax

Premium taxes are collected by the State of Idaho, Department of Insurance, 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 59-1394) that portion (not to exceed
$200,000 in any one year) necessary to cover administrative costs incurred by the department in placing insurance
companies into receivership or supervision to the extent that such costs cannot be satisfied from the assets of the
companies; 25% of the premium tax exceeding $45,000,000 to the Idaho High Risk Individual Reinsurance Pool;
25% of the premium tax exceeding $55,000,000 to the Idaho Health Insurance Access Card Fund CHIP Plan B;
remaining balance to the General Fund (Idaho Code, Section 41-406).

Premium taxes collected from authorized insurers are in lieu of all other state and local taxes payable in the State
of Idaho with the exception of real property tax (Idaho Code, Section 41-405).

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

Worker’s Compensation Offset - All worker’s compensation insurers must pay a 2.5% premium
tax on all business written to the Idaho Industrial Commission (Idaho Code Section 72-523). Insurers
are allowed to offset 1.3% of this tax against the tax liability attributed to its worker’'s compensation
line of business to the Department of Insurance. The offset cannot be allowed against any other
lines of insurance (Idaho Code Section 72-523).

Insurance Guaranty Association Offset - Property and casualty insurers may offset their premium
tax liability to the extent of 20% of the assessment for each of the five years following the year the
assessment is paid. An allowable offset, or portion thereof, not used in any calendar year cannot
be carried over or back to any other year. The total offsets cannot exceed the tax liability or total
assessment paid (Idaho Code Section 41-3616).

Idaho Life & Health Guaranty Association Offset - A premium tax offset is allowed for all Class B
and Class C assessments. Insurers may take any portion of the assessment as an offset in any
of the five years following the year the assessment is paid. Offsets are limited to 20% of each
assessment paid. An allowable offset, or portion thereof, not used in any calendar year cannot be
carried over or back to any other year. The total offsets cannot exceed the tax liability or total
assessment paid (Idaho Code Section 41-4314(1)).

The annual premium tax liability is based on calendar year premiums written. Premium taxes are prepaid in
quarterly installments based on prior year’s premiums and current year’s tax rates. The installments are as
follows: 60% due June 15, 20% due September 15, and 15% due December 15. The reconciliation payment is
made on March 1 of the next year (Idaho Code, Section 41-402(3)).
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Premium Tax Rates - Calendar Years 2002

through 2006

CALENDAR STOCK & HOSPITAL & HEALTH SELF-FUNDED SURPLUS TITLE RISK
YEAR MUTUAL PROFESSIONAL MAINTENANCE HEALTH LINES INSURERS RETENTION
INSURERS SERVICE ORGANIZATIONS CARE PLANS BROKERS GROUPS
CORPORATIONS

2002 2.75% (1.4% if qualified 4 cents per subscriber 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2003 2.75% (1.4% if qualified 4 cents per subscriber 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2004 2.75% (1.4% if qualified 4 cents per subscriber 2.75% (1.4% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.75% (1.4% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2005 2.50% (1.40% if qualified | 4 cents per subscriber | 2.50% (1.40% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.50% (1.40% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)

2006 2.30% (1.42% if qualified | 4 cents per subscriber | 2.30% (1.42% if qualified | 4 cents per beneficiary 2.75% 1.5% 2.30% (1.42% if qualified
for reduced rate) certificate per month for reduced rate) per month for reduced rate)
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Summary of Premium Tax Collection

Calendar Years 2002 through 2006

(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
2002 2,834,987,000 8.59% 64,339,000
2003 3,143,940,000 10.90% 71,246,000
2004 3,360,797,000 6.90% 76,319,000
2005 3,550,466,000 5.64% 75,238,000
2006 3,746,019,000 5.51% 74,681,000
5 year average: $3,327,241,800 $72,364,600
HOSPITAL & PROFESSIONAL SERVICE CORPORATIONS:
Idaho Code Section 41-3427
Calendar Premiums Percentage Increase Subscriber
Year Written of Premiums Written Tax
2002 31,165,000 3.42% 76,000
2003 33,291,000 6.82% 77,000
2004 35,690,000 7.21% 92,000
2005 35,260,000 -1.20% 87,000
2006 43,284,000 22.76% 105,000
5 year average: $35,738,000 $87,400

MANAGED CARE ORGANIZATIONS:

Idaho Code Section 41-3922.

Calendar Premiums Percentage Increase Subscriber/Premium
Year Written of Premiums Written Tax
2002 4,923,000 52.04% 112,000
2003 4,831,000 -1.87% 110,000
2004 4,762,000 -1.43% 120,000
2005 5,159,000 8.34% 129,000
2006 11,843,000 129.56% 272,000
5 year average: $6,303,600 $148,600
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SURPLUS LINES BROKERS:

Idaho Code Section 41-1229

Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2002 35,379,000 26.87% 973,000
2003 57,406,000 62.26% 1,578,000
2004 66,246,000 15.40% 1,822,000
2005 74,201,000 12.01% 2,041,000
2006 76,271,000 2.79% 2,097,000
5 year average: $61,900,600 $1,702,200
TITLE INSURERS:
Idaho Code Sections 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2002 16,586,000 20.05% 249,000
2003 20,822,000 25.54% 312,000
2004 16,903,000 -18.82% 254,000
2005 23,461,000 38.80% 352,000
2006 26,249,000 11.88% 394,000
5 year average: $20,804,200 $312,200
RISK RETENTION GROUPS:
Idaho Code Sections 41-4805, 41-402 through 41-405
Calendar Taxable Percentage Increase Premium
Year Premiums of Premiums Tax
2002 3,259,000 -3.55% 90,000
2003 3,911,000 20.01% 107,000
2004 5,872,000 50.14% 161,000
2005 7,870,000 34.03% 197,000
2006 8,858,000 12.55% 204,000
5 year average: $5,954,000 $151,800
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Rates and Forms

The Rates and Forms Section accepts property, casualty, health and life policies with contracts and related forms
with the company certification ensuring they comply with Idaho Code and law and are not ambiguous, misleading
or deceptive. The section accepts advertising filings for life and health and rate filings for various lines of insurance
which include private passenger automobile, homeowners, farmowners, mobile homeowners, personal inland
marine, auto, boiler and machinery, burglary and theft, commercial fire and allied lines, fidelity, surety, bond,
financial guaranty, personal liability, personal umbrella liability and commercial liability and life and health. The
key importance is assuring that rates are not inadequate, excessive or unfairly discriminatory.

This section is primarily responsible for administering rate and form laws on a file-and-use basis. Idaho Code
41-1812 states that “No basic insurance policy or annuity contract form, or application form where written
application is required and is to be made part of the policy or contract, or printed rider or endorsement form or form
of renewal certificate, shall be delivered, or issued for delivery in this state, unless the form has been filed with the
director.” Although all major lines of insurance are monitored, the section is alert to filings involving private
passenger automobile rate changes, bail bonds, certificates of assumption, company mergers, credit life and
disability, crop hail rates, consumer credit reporting, health products, long-term care, managed care organizations,
Medicare supplements, titles, worker’s comp, and riders involving war, military action or terrorism. Unless the
forms are submitted and filed with the Rates and Forms Section, these may not be issued to residents of Idaho.
The department receives policy and rate filings from over 1,500 companies licensed to sell products in Idaho. The
department received 3,587 separate filings in 2006 via the SERFF (System for Electronic Rate and Form Filing).

Highlights

for Year 2006

Business Line Forms Rates
Aircraft 517 16
Advertising 1,493 0
Annuities 584 20
Boiler & Machinery 297 11
Commercial Auto 1,379 129
Crime 357 15
Credit Life 54 2
Commercial Multiperil 7,535 193
Commercial Property 811 74
Dwelling Property 79 8
Fraternal Organizations 26 7
Farmowners 264 22
Fidelity/Surety 212 66
Group Health 1,591 87
General Liability 8,415 321
Group Life 245 7
Health Maintenance Organizations 164 10
Homeowners 501 81
Individual Health 1,179 261
Individual Life 1,105 103
Commercial Inland Marine 952 45
Personal Auto 262 134
Personal Inland Marine 116 22
Title 821 19
Other 688 29
SERFF 3,039 548
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NAIC Data Current as of July 1, 2007
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Idaho Department of Insurance Annual Report





