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The Utah Insurance Department is Funded )
Through Fees Assessed on the Industry Vg

Funding Source 2021 Funding Percentaye Olds

Funding

General Fund $10,000 0.1%
Federal Fund 384,600 2.4%
Dedicated Credits 481,800 3.0%
Fees $15,375,400 94.9%

Total $16,251,800 100.0%
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Better Policies are Needed to
Reduce Perception of Conftlict of
Interest in Captive Insurance
Division



Captive Insurance Overview
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The Captive Division Has Fully Embraced its Role
of Promotion, But Can Improve its Role as a

Regulator
Promotion Requlation
» Sponsor Captive Conferences  * Maintain Solvency
» Advertising « Compliance with Utah Law
- Relationships with Captive » Conduct Financial
Service Providers Examinations

» Disciplinary Enforcement
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Different Types of Captives Carry Varying
Levels of Risk
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The Division Lacks Policies to Dictate
How to Address Higher Risk Captives
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Examinations by Year « When to conduct full-scope
financial examinations

« How to address non-
compliance

 What lines of insurance
require additional scrutiny

 Process to approve certain
| | financial transactions
i I I i i

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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Chapter III

Captive Insurance Provides the
State with Less Economic
Benefit Than Originally
Estimated



Captive Insurance Provides the State with Less
Economic Benefit Than Originally Estimated
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Adjusted Total Economic

Year Benefit Number of Captives
2018 $11,201,536 428
2019 10,514,832 422
2020 9,656,732 398
2021 $8,568,664 369
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Benefit per Captive
$26,172

24,917

24,263

$23,221
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Captive Insurance Provides the State with Less AGH

Economic Benefit Than Originally Estimated
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Jobs

Captive Services* $5,295,757
Annual Fees to UID 1,704,004
Other Expenditures

Board of Directors Meetings 236,425
Miscellaneous 1,332,478
Total $8,568,664
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Options to Increase the Economic Benefit
of Captive Insurance

» Conducting Full-scope « Amending statute to require
Financial Examinations when more than one director
appropriate present to constitute a

- In-state Board of Directors quordin
Meetings » Requiring captives to utilize

Utah-based captive
management firms

» Implementing a self-
procurement tax
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The Insurance Fraud Division
Could Have a Greater Impact
on Fraud Prevention



Several Steps of the Fraud Detection and
Investigation Process Screen Out Important
Cases
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Analysis of Fraud Prevention Efforts of Insurance
Companies Could Improve Referrals

Utah’s Top Twenty Auto and Some Insurance Companies Frequently
Homeowner’s Insurers Do Not Report Submit Poor-Quality Referrals
Fraud at a Similar Rate
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Many Perpetrators of Insurance rac
Fraud Are First Time Offenders v
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The Captive Insurance Division
lack policies to guide its response
to non-compliance. As a result, we
identified instances of significant
non-compliance in which the
division took no formal action.
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Insurance is regulat

The National Association of Insurance Commissioners (NAIC) serves
as the association of states and territories responsible for

coordinating regulatory efforts.
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