Department of Insurance AR.S.§20-101

Director: ChristinaUrias JLBC Analyst: Eric Billings
FY 2007 FY 2008 FY 2009
Actual Estimate Approved
OPERATING BUDGET
Full Time Equivalent Positions 106.5 106.5 106.5Y
Personal Services 4,027,100 4,263,000 4,263,000
Employee Related Expenditures 1,421,900 1,557,600 1,561,200
Professional and Outside Services 114,500 425,000 425,000
Travel - In State 47,800 37,400 37,400
Travel - Out of State 8,100 5,000 5,000
Other Operating Expenditures 795,300 883,600 881,500
Equipment 93,900 22,500 22,500
OPERATING SUBTOTAL 6,508,600 7,194,100 7,195,600
SPECIAL LINE ITEMS
Health Care Group Audit 0 200,000 0
Managed Care and Dental Plan Oversight 601,100 637,800 638,000
NCOIL Participation 25,000 0 0
Lump Sum Reduction 0 (463,900) (463,900)
AGENCY TOTAL 7,134,700 7,568,000 7,369,700°%
FUND SOURCES
Genera Fund 7,109,700 7,368,000 7,369,700
Other Appropriated Funds
Captive Insurance Regulatory and Supervision Fund 25,000 0 0
TTHCF - Medically Needy Account 0 200,000 0
SUBTOTAL - Other Appropriated Funds 25,000 200,000 0
SUBTOTAL - Appropriated Funds 7,134,700 7,568,000 7,369,700
Other Non-Appropriated Funds 8,305,000 12,315,900 12,515,900
TOTAL - ALL SOURCES 15,439,700 19,853,000 19,685,600

AGENCY DESCRIPTION — The Department of Insurance licenses and authorizes the transaction of insurance business by
insurers, producers, and other insurance-related entities. The department’s oversight responsibilities include solvency
regulation, collection and audit of insurance premium taxes, agent licensing, company certification, consumer assistance,
complaint resolution, rate and policy form regulation, and administration of companies in receivership. The department
collects various filing and licensing fees, which are deposited into the state General Fund. The revenues derived from these
fees are required by law to be between 95% and 110% of the department’ s state General Fund appropriation.

FY 2005 FY 2006 FY 2007 FY 2009
PERFORMANCE MEASURES Actua Actua Actua Approved
o Average calendar days to complete a consumer 75.9 80.1 84.8 75.0
complaint investigation
e 9% of survey licensees respondents indicating 92.6 91.9 97.1 93.0
“satisfied” or “better”
e 9% of consumer services survey respondents indicating 76.2 75.0 66.6 77.0

“satisfied” or “better”

Includes 7.5 FTE Positions funded from Special Line Itemsin FY 2009.
General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency.
It is the intent of the Legislature that $294,000 in FY 2009 shall be for new agreements to prosecute fraud cases and shall be funded by the department
from revenues from fraud unit fees. (General Appropriation Act footnote)
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PERFORMANCE MEASURES (Cont’d)

e Average number of daysto issue alicense

FY 2005 FY 2006 FY 2007 FY 2009
Actual Actual Actual Approved
40.4 60.0 58.3 45.0

Comments: The average number of days to issue a license begins on the day an application is received and culminates the
day that the license decision is rendered. The following license types are included in the “average days to issue a license”
performance measure: Insurers, Re-Insurers, Service Corporations, Health Care Service Organizations, and Prepaid Dental
Plan Organizations. The department reports the increased length of time to issue a license is due to the varying number of
applications they process each year and the uniqueness of each application.

Thisagency’s FY 2008 and FY 2009 budget was originally
appropriated in Laws 2007, Chapter 255. For details on
this agency’s origina FY 2008 and FY 2009 budgets,
please see the FY 2008 Appropriations Report. The
following narrative provides a comprehensive listing of al
FY 2009 changes, whether as part of Chapter 255 or this
year's budget.

Operating Budget

The budget provides $7,195,600 and 99 FTE Positions
from the Genera Fund for the operating budget in
FY 2009. These amounts fund the following adjustments:

Continue FY 2008 Statewide Adjustments
The budget continues an increase of $430,000 from the
General Fund in FY 2009 for FY 2008 statewide
adjustments. (Please see the FY 2008 Satewide
Adjustments narrative at the end of this Appropriations
Report for details.)

New Statewide Adjustments
The budget provides an increase of $1,500 from the
General Fund in FY 2009 for new statewide adjustments.
(Please see the New Statewide Adjustments narrative at
the end of this Appropriations Report for details.)

Health Care Group Audit

The budget provides no funding for the new Health Care
Group Audit SLI in FY 2009. This amount funds the
following adjustments:

Eliminate One-Time Funding
The budget provides a decrease of $(200,000) in FY 2009
to eliminate one-time funding added in FY 2008. These
one-time monies were appropriated for the purpose of
allowing the department to conduct an audit of the Health
Care Group and report their findings by February 15, 2008.
The report was completed on June 30, 2007.

Managed Care and Dental Plan Oversight

The budget provides $638,000 and 7.5 FTE Positions from
the Genera Fund for Managed Care and Dental Plan
Oversight in FY 2009. These amounts fund the following
adjustments:

Continue FY 2008 Statewide Adjustments
The budget continues an increase of $36,100 from the
General Fund in FY 2009 for statewide adjustments.

New Statewide Adjustments
The budget provides an increase of $200 from the Genera
Fund in FY 2009 for new statewide adjustments.

Monies in this line item are used by the department to
oversee Heath Maintenance Organization heath care
plans and to implement and regulate new hedth care
provider grievance and timely pay laws.

NCOIL Participation

The budget provides no funding from the Captive
Insurance Regulatory and Supervision Fund for National
Conference  of Insurance Legislators (NCOIL)
Participation in FY 2009. This amount is unchanged from
FY 2008.

NCOIL is an organization of state legislators whose main
area of public policy concern is insurance legidlation and
regulation. Monies in this line item were used to pay for
the costs to participate in NCOIL, for access to published
documents, and for attendance at a conference for
insurance related policy issues.

Lump Sum Reduction

The budget provides $(463,900) from the General Fund in
FY 2009 for alump sum reduction. This amount funds the
following adjustments:

Continue Hiring Freeze Reduction

The budget continues a decrease of $(28,400) from the
General Fund in FY 2009 for the hiring freeze originally
enacted as part of the FY 2008 budget revisions. This
amount represents the agency’s share of a statewide hiring
freeze reduction. (Please see the Statewide Hiring Freeze
Reduction section at the end of this Appropriations Report
for details.)

Continue Lump Sum Reduction
The budget continues a decrease of $(435,500) from the
General Fund in FY 2009 from the department’s budget
for a lump sum reduction. The agency is responsible for
identifying savings sufficient to meet this reduction.
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Fund Transfers

The budget provides a transfer of $750,000 from the
Insurance Examiner’s Revolving Fund to the General Fund
in FY 2009. This transfer is not part of the agency’s
appropriation and is not reflected in the table above.
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