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About SCDOI

Organization

The Department of Insurance is an agency of the Governor's Cabinet and is managed and
operated by the Director who is appointed by, and serves at the will of, the Governor upon the
advice and consent of the SC Senate.

SCDOI Leadership and Divisions

Joe Cregan Chief Deputy of Insurance Operations

Dan Motris Deputy Director, Financial Regulation and Solvency

Missicen

The mission of the State of South Carolina Department of Insurance is to protect the insurance
consumers, the public interest, and the insurance marketplace by ensuring the solvency of
insurers; by enforcing and implementing the insurance laws of this State; and by regulating the
insurance industry in an efficient, courteous, responsive, fair, and equitable manner.

Licensing & Consumer Services

Actuarial & Market Services




Adminisiration




6 208

LOLLOE
(U0 AQUWEIE |, AdTOG Y

66500012
SODTAIDG DIJEXE |,

PPOSO00T

SHoNEIA G 5o U0
PuE §I0TT0say[ UCN]]

EP0S000T

WGA30.4] 9D IJES

" [S050D0T FE8S0012
#90200GC Smistoar] [GIREIND) L19£001T L+050002
: ST Isuaat Old) 2O -
NS LPSUBLL [eoels 30 998J0 WOITETLIOJ | ST[q i ] SNEPY ] SuoNEACCY
ISR AU B v : SR : 33inesay HoEuLIopu]
ST0E000C
OFLSCOIT . wonuan Py suinanaoy COPSORIE c 9pOLO00T
FRLARE 950:000¢ PUE SUISH0IT] WEIS0a INHd re0c000c NIDMIIN]

R R D REE 1]

SUGIJEUIEEL Y] JUIWBI]

FENPIAIPU] J0 SOWI0

SA0IAATg JToUdig [B097]

FAN050y] (OHCULIOFH]

£LOEI01T OeUsuI £F0S0002
) T 3106001 % ‘HO0S000T _ C
6¥eLl OET 053002 fERRWE 81 o-o.m|wWﬂ—.wwo 0002 £€0S000Z TSt T 0

TORIAIDG [SHEN)TY

gofieg
GYSLIIOIT
SOTATEG SN

puE [slacigay

SISAJCUY BRnva ]

£552d
“3F9LI01T
AOTRATIS
» mamvm—mmuuuu
jeToeHL|

LJORINSNe) Jo 310

ER TR D

7 BUIJUn0IaY Oatelf

1+ 936
£90€0007
STOTAIOG B TISU 0, )

PUE BUGNGS 1]

TG )8 9900

¢ 93e.
05050002
IFO o EnLIoIu]

2lgng pus

TOHBNE9Y JOLTEA

g a8eg
LEGEO00T
SITE]] ¥ [EUI0)XG
B ANE{SIOIT] T80T

¢ 98

THOS000T
TOTEISIUI P Y

7 2dey
£905000C

STATIS AN
1010011¢] Aduagdy

JA0UIRADY)

e [euonezZIuesio
aoueInsyy yo yuauriredad pUI[OIRD INOS



OEIV-6I85T009
111 JoBeuey wiBol
101308¢] Sotady a
0 '15SY/S0014105 [BLIRNIY
pue 19y12 20 ag Adg

aedea)) qeosof

LOVI-9E92000
duro)y asxg N Ll
Kouaajas 3 LonRuSoY
{eotiel 3 Jo el Adz

S NEIF M TWER

£0VN-9r09T009
oy anx:y "N AN
S09LAIDG
Susuasi
PUB LIRS0 Jo ¢ g

COVI-Yegse009
durony -oox < A
uoneuLEi|
qng pue uctenTay
a1y Jo g ~Adgg
ON
~mEuBong (jepuay]

POVITERGSTO09
duwoyy -oaxg ‘g “fidg
SB[ [BUINXT
2 “sanesida el
Jo ooy g Aidg

SNIHTOIA UA[OpURAD

LOVIT-6p9eT009
dutoy) "oaxa “ug Sidq
Teususm-y pue $391A198
SIURIOUORUSIIIPY

Jo g fda
ON-HOSIEM ],

_

OF=V-PELSTONY
(ssy oaxm)
11 30MSproes: wndor]

TINQAT) Ao5¥3

10VN-EE192009
peap Aouoly

1€)031(T JO DS

JIULIG,] PUOTUABY]

0ZIV-81652009
11 158V "20x7]
TR T RO T

S2DIATOS ISATINIOXH

PouRINSUI JO JUowlreda( RUIIOZRD ([0S




SSNV-GT6E3019
[ JueNnsu0y) 1 10M835
AQEICY 88515

SONV-RTEEI00S
| .uNnEun]y 1]
puEIny Mzapay

SHAV-GIOF00C
IRUETRE |

MIPEE]Y) SIUOIN 3]

B10T/02'50
SEVV-SE09T009
[1e/Sa[ld [R5

[ oadg uLepy
SR

CCNY-0CLETT00
[1o8mEiy 1
SajL] [eNURY

JEAAIDT [ELLES] (]
TAOTE JOLRIO(

[0ZN-£¢01 19
psissy wardalg
dua ;- gL
JUBICA

CCHV-TE9680(9

1 ‘paoo) wouFoad
BEg PPN

EE30q,9(0

OINV-EL35THG
ti
zodo[aang ae-dieaBol

sy
RIS PP puecja’y

_

SEHV-8P95T00%
| JoiempIoo)) wessosg ||

JUEIEA

(g odey)

[00 ADUBDEA ADLIASY

{fausdy Laodura])
[EroALEf

AU -pudtJ RIS

DlAY-CZ66TO09
flpaospny
10MPNYY HONEXR [,
PUUBAEE] PUCUISI(]

(Souady Lesothua]}
[ oadg wwpy
OPEUOD[EIA] EABYD

QLOV-9T0IZ00%
11 "oaclg WALAMAoI ]

FERY T RERE |

G10T/9Z/LO
CTVV-9TLST00S
10548 Wi
JUESCA

_

0IQV-ZPLETA0Y
117 Joupsy

I0fIpRY HoUENe ]

STAB(L R0y

SEVY-ZLET009
; "oadg “wuupy
PIEOQUOTIMG Y52 0L
BPHII[ID) BuLiges

|

CINY-RELEELOD
[ sadvuepg o,

JIAZE (d9s0F

SYLIV-CELSTINY
[ J9Snuey weSig
lraBuue)y wiesdos; Ri00HRJG

T0S1000Y) BTy

SIAY-0FLE7009
1 198eurpy supny
1TFeuepy]
HOIBXRE], LUHIEUI]

TRPPEAL B0AB0S

LEAV-TE6ST009
11 SABUY (2351 JEUIINOIDY
1SA[RUY SARAIDIY/100Y

ON-ARPURH AR

S1DV=LPLST00D
[1 2a3euey Y1
IN-SIBIITA B[[Rwp

STAV-[PLEZO09
1 18MEUY [BOSH]/IUBIUNOS2Y,
10y {[o1Ke /s3]

SITIAL BHAL

0TOV-THESTO0Y
10132430 AH
TG TR

_

|

0YN-6F9STO0o
durepy oo ngg -Adg

SOOIADIE SIUBID/UONBSIUELPY
Jeng Hdg
TIN-UOSIEAY 'L

UOTIRIISTUIWIPY JO UOISIAIQ

QUUBINSU] JO cusuriiedsg BUL[0IRD UINOoS




SEMV-6TGSTOND
{ J01BuIprou;y wesdoa]

OELIV-1$8SE00Y
WEISISS Y WEISoz)

g AP

SYHY-8ZEST09
[ aSeuepy eraSngg
Fuisuaor [proads “adng
UOSUYOP [O1[0EY

1sjeuy LojenSoy soumnsuy SEHV-10366019
TOIATT 81050 1 loteuipiaoy wesdolq
. 1sA[uty A01en3my aouemsu|
GSVY-1£L52009 PO BIILSIIA
1 "0adg supupy SEMY-5E852009
GOSHOTH BAPYISAE) || pLommpioo)y wmdord [T
18Uy Aojejndoy sousnsuyl  } | SELIVY-SERSZ009
J030.0J D[R] [Joleujpion)y unxoag
1effeny Auoienday asuemsuy
3 A
DEHV-5EL5T009 X0 APUIAN
WBISISTY (eIB0.f [JU/AV
Sming SiNo[y - — .....m_.:w-mmwmmohw%
1 J0lEUIPIOD.) WiIF0l] CEMY-ZE09Z009
sdjeuy Aoyenday aduansu | [ owmpios) weiSoq
JHEIBA 15580y Aoeni@ey oauRms[
QSHV-5PLETO09 JEHV-RESSE009 JOpS m—uq.:“z
SISy widol Isissy WmiBolg P
- ¢ TSTLIET AL BPUE[O A 01 HV-8E65Z009
PINEI]y 2uIonbf R ] { f0laUIPIC0) OPHV-0EAE2009
DANENSRIUPY | i ._o_m:%._oo.u| wme3ol ]
JOPIGY BLIDIG 1oy Lmem3ay sauenst]
_“_m.E.mvmemo% SIODUIM sowWep
OEHV-£Z862009 s fmiiee OFHIV-0E8T009
WBISISS Y Weldos] _— _=usu-ad [{domepIoosy weiBos]
IS 1pieg ¥ 2210) 185y 1o04d [ "854 JatsU]) 1Sy |~ 0SYY-1£857009
e - WOSIAN 9183] L SreanyEsoy —  11aadg wpy
) PIROINANG §

[PqUuEe) Aoty

SPV-0p85T009
[JaTuuefy tweiSor
S00tA IS SUISUGIIT STHV-6£85T009

JEnpraLpu) “adag 11eTeueyy weidosg
18l 52014158 JaLSLOD

ey BlAEY]

EOVN-9¥09T009
) ¢y 00Xzl ucr ~Adg
$PAAIDG BuSUdSLT
pue JawmsuoD Jo g ~Adg
TN, 12000,y JUBIG

S9DIAIS IDWINSUO0) pue SUISUIdIT JO UOISIAI(
aoueINSU] Jo JusuIteds BUIJOIRD YINOS




CEHV-8FF96019
SwisuaarT WEd
[ AONRRUPIOTT) Wie1S02
JUBIBA

Y -19296019
Su1SUaarT Wt
_Sadeuepy W0

TOPOY EULLES]

SLEV-LT00Z000
I
I0JEUIFICO)) ANBISHIRIPY

SofTeg PUPIA

[

SEFV-LLO9TEO09
1 J01ULPI007)
tlergold
3001y PPty

0TOU~LELSTO0Y
I0RUIPIOO)
UO[IGUUIGHI] 3]

1555y S13e]

£0VN-FEZSTON9

daroy “aaxg i) Adg

UCTIRIBIOI 211N PUE
voneday] R Jo g Adag
- ICUBLONY [[EPUTI

UONBUIIOTU] DI[GNJ PUE UOTIR[N3Y 193IBIA JO UOISIAIQ
pouRINSU] Jo Juswiteda( BUI[OIRD UINOS



STVI-PE192009
111 30we3155a0]
Inegnsantt] [eoedg

PION.RTE Ay 11000

§1VI-LT652009
11 Jo1e3nsdal|
JojeansoAu] [B1oadg
RETEINFTEN

10Z0-B9TLGOLY
eISySSY WweaBor

RIENRSRET

~iTEDE

]

0TVEFFEST009
AlsnEdnsoau]
JoleBasaaug Jony

RIS g

1

OFIV-FE65T009
Al fowony
[9SLD100) [RIDUDD
QBII0SFY 201LIDS

SUGRITSLISOAU]

WH.) Aoy

OraV-9165T009
A Ruony
|asUNCD) T2I3UD) J|BIVOSSY

WEuog A3.4J0o5)

OFIEV-EELEL009
Al Sourony

e ESETOIA]

oz TULD
CLVV-3FCT009
PISISSY URUpY
1edaT S0 IUnSISSY
JUEIT,\

OILTY-9Z652009
JOTRUIRIO0]) WIWIPY
smoquanmg [eSaTuRsissyY,

STOTaL] 95918

FOV-Lr6ET00T
dutapy saxg g AKlag
SBTY [ELIIXT 3P dalie|sidor]
‘reds] Jo a0 gt Adq

GN-HUDIW UAJopuaas

SITRIV [RUI9IXY %3 9ATIR[SIS89] ‘[eSaT JO 901110
goueInsy] Jo jusuilreda euroIe) YINOS




ZIAOV-E£05T009
AlIQNpny
158[EUY
TRy Liej S2sng
UBSLTDOY] GO |

21av-6+09T009
AfJoupiy
ISAJELEY [EIBUER ]

e RIS

TIAV-6TLET009
Aloupny
ARy [RIoUTUL]

TP [] EPUE[O L

Z1v-CF6ST009
Al403pnY
18K1EUAy [BIouTRUL
NInSTG A0

SIaV-LZ19T009
| dodeue)y supny
1ekBy
prrounz 1 Suisiandng

10ZN-99L001 19
WEISISS Y WIS}
dwip~

JUEIBA

SENV-E££652009
{ J0iELIPINOS WIBDLE
IOTRUEPI00]) SUOISSIUIPY

51080y BUHO(]

OPI=V-8<092009
Fl JOjempicary windolg
131800
2uL519917] 2IR1208SY
FUTERTEY

AaV-TreITonD
[; JoBeugn supny
( sanamy)
5[y {BIURLL[ JAIYD

TIL Roua([Eq 29419

SCHV-LPGETO0R
[H] 403utnygy RISt
10y0011¢] soaludeD)

UIRUEL [ WEIIA

S1av-Fr9e009

[ 48y supny
1S&1EREY R JULD)
FFE AL T MR TR

STUV-6I8$T009
1 38 supuy
ofeuzy SUoIsSIURY
Auedtwoisdjeuy
Suisgaadng (euoppeLy,

TISTsTY Ueky

SLOTLOILD
SECQV-CEGET009
[ 9B supry
JDURUEXE JRIIRUL]
JUEIA

TIAV-9LLOCOS
ALY
IUeXT [RIONBUL]
STWPNIAL AH[J SCIGY T,

ZIAV-LELET009
A Oy
sy jersued,| ™

191E ] [RRIE]

ZEAV-S1652009
ATIOUPNY
1SAeuY [Broue g
HITIS meln

S1AY-6£65T009
B supny
sABUY
Buisiaradng jeuonipel],
HLnpisy SEUIni],

_

B1LAV-1$6£2009
11 toSeusly supny
(jeuonipesLy
ishjeuy jEpueaL JOND
[INE[S [PEUEN

] 14314 supny

- SIaV-LE6STO0Y

ZIAV-£#092009
Al Lonpny
Aauuexd jelouslg
WEIZ Ay

TIAV-1£652008
Al lonpny
JAULIEKE |BIaUe])
TAtLM ], UBICN

Z1AV-9E65T009
Al1ouphy
Jaupexs [eloUelyy
ASNE Y- I BRI

SLAV-0r65Z009

.._u_._mmn:w_.ﬂm mﬁ._u_.:u.ﬂ__nm
BN oLAE)

[ 198y Sapny
IOULUBNT {BIDUBUL] "WWIPY
13150, 60N

S1QV-FTOT0119
{098 sy
Jaurnuexs[ {Brueld JoID
TN - UOS[EIE]] epult|

£OVN-9£097009
dutazy saxg (] KKl

ATUIA[OS 7 uole Ny
jerdmeur,] o 2130 g "Adg

N~ SELIOIA [oT0E(]

Aouaatos 7 wole3ay [ROURUI] JO UOISIAIQ
aouRINSU] JO JusuIeds( BUI[OIR)) YINOS

SLYY-S1097000

ANCHSINIPY
TOSTI]O [ ASEIG

juejsiesy



107 V-59L008 03
PISSS Y WEId04 |

d (& -2t

JUEIE N

SELIV-LECITO0O
[ JOBLEO0D)
wizdory

310014 BT

SoHV-0R0T009
LIer-oy jueisissy
JoFmue wadorg
[ty BLIBIOEIY

SECAV-1 £ 197009 ——
3%d By smey
TUEBITA

SECV-LZLETO0D
shieny due) 3oy
1e{[etes S918Y HPV
TROI[33] (RO[IIED]

EAV-6Z09T0CH
Ipd -EfRuy soey

Ko[Teq ueAy

3EAV-ZE192009
izd[mry saley] vl

Soiug( CPUA[)

SPHIV-320970C9
Josaaing Jipd

SYHV-3109¢009

IosT«12dng Py : !
JoFauepy miScrg 1 JaTeuew; wmGos ] —
SHIAL HEGS iz ey

DSHV-0E09T009
Lenpypadenny
SE1I0,] 3P S2IEY
[ BEeumpy weIdos]

SCHY-8Z192009
{ongd) Aumjoy
L1y RTuuRy aeFols

SIAB( UM

CEHV-9Z19Z009

{tpyT) SEmov
111 ta8ewey umiBorg

JURIOA(] MOIPUY

IVEAN PUIRIA

_

|

SEHY-6T367009
11z JoTouBpy wesdosd
01008 (] Koualy

SLVV-SRI9T009

. uBIEISSY
aalRIEILIDY

(T PRSI TS

S9DIATAS 1851 PUR [RIIENIOY JO UOISIALQ
doueinsuj 2o Tuswredaq vUIOIR) YINOS

QYT 0) ISSV/SIOLAIIG |BLIEAY
puE 3R JO 1A A1dq




€T :3UbIPA A[UB44NTD

L'LS 0 €'6t L6

44030 314 [e19psy 314 9815 314 fer04
paziioyiny  pazuoyIny  pazuoyiny  pazuoyiny

asog 314 pazioyiny

dosuednsuj jo jusauiriedad JsS 002y



t of Insurance

R20

78

AGENCY’S DISCUSSION AND ANALYSIS
Key Strategic Challenges

Much of the work of the Department is influenced by changes in financial markets at the national and
International level. Summarized below are the key challenges lacing insurance regulation in South Carolina,

Challenge: Increased Federal Involvement in Insurance Regulation

The federal government’s role in insurance regulation is incroasing. Examples of the heightened federal
involvemenl in insutance tegulaluty acllvities include the enaclienl of the Pallenl Prolection and AlTordeble
Care Act (ACA) and proposals to repeal and replace it, the Wall Street Reform and Consumer Protection Act
{commonly referred to as Dodd-Frank), which created the Federal Insurance Office {FIO) withm the United
States Department of Treasury, and most recently, National Association of Registered Agents and Brokers
(NARAB l1}. These Acts have, and will continue to have, a significant impact on U.S. insurance markets and their
regulation. '

In 2017, the United States Treasury Department (Treasury), the Office of U.S. Trade Representative (USTR) and
the European Union {EU) announced they had signed a covered agreement. A covered agreement provides
stand-by authority for the Treasury and the USTR to address areas where insurance laws may treat non-US
insurers differently Lthan U.5. Insurers. Covered agreements could directly impact relnsurance collateral
requirements because they may preampt state law. This is important for states with coastal property exposure,
like South Caroling, where reinsurance plays a critical role in ensuring the ability of insurers to pay claims after a
catastrophe. To avoid pre-emption, states must enact statutory changes that make their reinsurance laws
consistent with provisions of covered agreements with the European Union and the United Kingdom. States
must comply with the provisions in the covered agreements within five years or face potential preemption.

Additionally, Congress is considering federal data security bills that would mandate uniform national standards
in the area of data security. These bills would preempt state insurance laws that protect the privacy of
information handled by insurers and may threaten the authority of the staies to regulate the husiness of
insurance. The state insurance regulators—led by Director Farmer—have developed their own model data
security act. South Carolina passed this important law in the 2018 session and now cther states are pursuing it
as well. It is hoped that as a majority of states pass the data security model the need for congressional action
may diminish.

While the aforementioned legislation and issues, like the covered agreement, originate at the federal level, they
impact state laws and regulations. Often the legislation necessary to implement federal initiatives such as these
must occur at the state level. Accordingly, states must promulgate or amend legislation to preserve its ability to
regulate or prevent preemption, Federal legislation often establishes the minimum level of protection that may
be afforded. While it recognizes that states are the primary regulators of insurance, it also establishes the
standards with which all insurers must comply. States are charged with enforcement, but if the state does not
enforce the provisions of the law, the federal government will effectively preempt state law. The challenge for
state and federai regulators is to effectively collaborate and communicate in the performance of their regulatory
roles.

What follows is a summary of the impact of these internal and external factors on the various divisions of the
Department.

A-3
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Murket Regulution und Public Informuation

I'ersonnel chunges conlinue Lo present strategic challenges and opportunltles for the Market and Consumer
Services Dlvision. The less tenured employees continue to leverage this opportunity to showcase ways that they
can contribute to the Division and have taken on training and mentoring of new staff. The Division has also looked
internally to further the knowledge base of all employees within the Market and Consumer Services Division.

Many of the dutles and responsibilities of the Market Regulation Division are dependent upon external factors;
the number of insurance rate, rule, and form filings that the Division staff must process is directly correlated to
how many consumers contact us for assistance and how many insurance product filings are made by insurance
carriers in any given period of time. As a result, it ¢an be challenging from a strategic planning perspactive to
manage resources effectively while ensuring an efficient turnaround of insurer submissions.

Because of the limited control we have over the worldoad itself, we strive to focus on the areas that are within
our control with a continual focus on areas for improvement in our processes. For example, the total turnaround
time for insurer rate, rule, and form filings is impacted by the quality of the filing at submission, the number of
times we must request additional information, support, or clarification from the insurer, and how quickly they
provide such information. As the aforementioned items are only minimally within our control, we have sought to
emphasize the state’s review time as this is entirely based upon how long it takes our staff to review a filing after
submission and after a company responds to any follow-up inquiries we may have. Of course, we also understand
that the tofal turnaround time directly impacts speed to market inifiatives, so we try to balance the two in our
focus.

To pravide greater transparency for consumers, we continue to leverage SERFF Public Access, a no-cost, Internet-
based solution for viewing public insurance company rate, rule and form filings from anywhere at any time.
Consumers simply click a link on our website to begin searching for filings and are then able to download the
entirety of the flling or select a subset of the filing to raview in more detail.

We continue our efforts to enhance our market analysis program area, which is critical to monitoring insurer trade
practices and identifying emerging trends in the market or in a specific insurance carrier/group.

As we strive to focus on ways to improve what is within our control, we continue to emphasize regular updates to
our exhibits and filing/reporting resources that we provide to companies to assist them in preparing and
submitting a quality filing/report at initial submission. Cur goal for Market Services is to provide insurance carriers
with as much pertinent and useful information as we can up front to assist them in complying with South Carolina’s
insurance laws.

The Department was designated as the lead agency for administering South Caroling’s approximately $34 million
allocation as a beneficiary under the Volkswagen Environmental Mitigatlon Trust. On December &, 2018, the
Department finalized the State’s Beneficiary Mitigation Plan detailing the state’s overall goal for the use of the
funds and the categories of eligible mitigation actions the state anticipates to-be appropriate to achieve these
goals, among other things. The Department issued a request for applications on March 18, 2019 in order to
award up to $10 million in funding under the state’s allocation. Approximately $9.33 million in funding was
awarded on July 30, 2013 to replace school and transit buses. Additional details relating to the awards are

available on the www.dolsc.oov/vwsettlement webpage.

Consumers and Licensing Services

A4



t of Insurance

R20

78

Personnel changes continue to present strategic challenges and opportunlties for the Licensing and Consumer
Sevices Diviston, The less tenuted ernployecs continue o leverage Lhls opporlunily to showtdse ways thal Lhay
can contribute to the Division and have taken on training and mentoring of new staff. The Division has also looked
internally to further the knowledge base of all employees within the Licensing and Consumer Services Division.
All Consumer Services analysts are currently involved in professional development programs. Additionally, as
ernployees have promcted out of the area, struclwal/organization changes have been inade within Lhe Division
to allow for growth at all levels within the Division itself.

Many of the dutles and responsibilities of the Licensing and Consumer Services Division are dependent upon
exlernal factors; the number of consumer calls, consumer complaints, and licensing applications that Division staff
must process [s directly correlated to how many consumers contact us for assistanca. As a result, it can ha
challenging from a strategic planning perspective to manage resources effectively while ensuring an efficient
turnaround of consumer sutbmissions.

Because of the limited control we have over the workload itself, we strive to focus on the areas that are within
our control with a continual focus on areas for improvement in our processes. For example, the total turnaround
time for complaint resolution depends on how timely and thoroughly compznies respond to consumer
complaints. In order to limit the number of times we have to go back to the company for additional
documentation and information, we now provide a coversheet that companias must include with their responses
contalning a checklist of required supporting documentation. The implementation of this process has greatly
contributed to improvement in complaint lurnaround time over last year.

We are also continuing our focus on enhancing our customer service, We continue to see increased utilization of
our online complaint portal, which allows consumers to file consumer complaints with our Office of Consumer
Services through our website. Additionally, we look forward to future enhancements to the NAIC's State Based
System which will allow companies to access the portal directly to retrieve complaint notifications and submit
their required responses and documentation. This enhancement will greatly streamline current processes.

One area of focus for the Office of Consumer Services continues to be updating our brochures and various printed
and web-based materials for consumers. As was noted in prior fiscal years’ reports, the agency’s Medicare
Supplement insurance Shopper's Guide is one of the mast downloaded documents from our website. As a result,
staff continues to identify enhancements for this guide and regularly updates the printed and online versions for
CONSUMers.

Regulatory challenges facing the Licensing & CE Division involve streamlining the producer-licensing process and
achieving licensing uniformity and reciprocity with other states in the U.S. State insurance departments oversee
producer activities as part of a comprehensive regulatory framework designed to protect insurance consumer
interests in insurance fransactions. However, each state traditionally had its own licensing requirements and a
producer licensed in one state genetally had to meet the separate non-resident licensing requirements in other
states to sell, solicit or negotiate insurance in such other states. The Licensing & CE Division has continued to
work with the NAIC and the National Insurance Producer Registry (NIPR) to modernize and streamline our
processes and take steps to improve uniformity and reciprocity with regards to producer licensing. The
Licensing & CE Division has updated laws, regulations, and business rules to meet technical best practices
recommended by NIPR to obtain uniformity with other states and substantially lessen the complexity of the
licensing process for our end users (i.e. producers).

The Licensing & CE Division is now paperless and will continue to communicate with our licensees via email
when necessary. Further, we have transitioned many of our back-office operations to the NAIC's State Based
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Systems {"SDBS"). This web-based application supports insurance regulation functions and offers industry users a
new interface and makes It easler for them to manage thelr license, print thelr license, look up companies and
licensees, ele. These changes have lielped reduce our operaling Losls and increase elffliciency here al the
Department.

2020 brought unigue challenges o1 our Licensing Division as tesling cenlers closed in the wake of COVID-19.

We have since revised procedures, allowlng classrooin CE Lo be conducled by webinar and removing procloring
requirements for CE exams. Soon, applicants for licensure will be able to register for remote proctored testing.
This will greatly enhance current procedures and allow additional capacity for testing. To maintain the integrity
of the testing process, test takers will have to meet certain system requirements for such things as internal
memory, systems verslon, camera plxels and Internet speed. Proctors will require the test taker to scan the
entire room via webcam and will visually monitor the candidate during the entire exam. Other staies have
reported favorably on the online exam experience and we are looking forward to having this option in South
Carolina.

Financial Regulations & Solvency

The regulatory challenges confronting the Financial Regulation Division involve our ability to effectively
implement new regulatory standards in response to federal legislation or financial crises impacting insurers that
are members of a holding company system. The contagion effects experienced by U.S. insurers in the AlIG
holding companies near collapse prompted U.5. insurance regulators to reevaluate their group supervisory
framework and pay closer attentlon to the risks that are created by activities going on outside of those entitics
as well as the reputational and contaglon Issues that could exlst. In response, the NAIC voted to adopt a
significant new addition tc U.S. insurance regulation: the U.S. Own Risk and Solvency Assessment {ORSA). An
ORSA requires insurance companies to issue their own assessment of their current and fuiure risk through an
internal risk self-assessment process and it allows regulators to form an enhanced view of an insurer’s ability to
withstand financial stress. Large- and medium-size U.5. insurance groups and/or insurers were required to
regularly conduct an ORSA starting in 2017. While few South Carolina domestics are having to conduct this
assessmient, it is an expensive and time-consuming endeavor for this Department. There is no standard way to
conduct an ORSA and it will vary from company to company. The output of the assessment will be a2 set of
documents that demonstrate the results of management’s self-assessment.

The ORSA assessment is an accreditation standard. 1tis a part of an overall regulatory sirategy to effectively
regulate group activity which also includes supervisory colleges. Supervisory colleges are joint meetings of
interested regulators with company officials and include detailed discussions about financial data, corporate
governance and enterprise risk management. Sclvency regulation has a more global focus than it has in the
past. Accordingly, there are ongoing legislative changes necessary for the state to maintain its standing within
the group of regulatory jurisdictions that make up the NAIC.

South Carolina, as well as all other U.5. jurisdictions, continues to work to understand the effects of the
international discussions on insurance regulation and supervisory standard-setting on the U.5S. regulated
industry. The Department s actively following these international discussions through the efforts of several
different Working Groups created by the NAIC.

Additionally, the Department participated in discussions involving cybersecurity on a national and international
basis through Director Farmer’s position as the Chair of the Cybersecurity Working Group, also created by the
NAIC. The result of Director Farmer’s efforis concerning cyber security was the creation of the NAIC's Insurance
Data Security Model Law. This modei was introduced, received approval and was ultimately signed into law by
Governor McMaster in the 2018 Legislative session. While various aspects of the Legislation are phased in over
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the next two years, effective January 1, 2019, all licensees of the SC Department of Insurance, with some
exceplions, inusl comnply with the reporting requliements regarding o cybersecurlly event., Several olher states
have enacted the model law while additional states intend Lo introduce legislation in the upcoming sessions. Al
the state level, the Department continues to work with our domestic industry to ensure that each company has
in place, not only procedures to mitigate cyber breaches, but equally important, a plan that with assist
policyholders should such breaches occur. We believe the entire state domestic industry is currently in full
compliance with the South Carolina Insurance Data Security Act.

During the most recent legislative session, the Department introduced an accreditation bill related to credit for
reinsurance. The bill would, among other things, adopt the Reclprocal Jurlsdictlon amendment from the NAIC
model law and make other conforming changes to bring SC law m hne with the NAIL Model Law. Tha 2019
revisions to the NAIC Credit for Reinsurance Model Law (#785) and Credit for Reinsurance Model Regulation
(#786) outline the requirements for companies to tale credit for reinsurance when ceded to a Reciprocal
lurisdiction.

These revisions are intended to incorporate the relevant provisions of the “Bilateral Agreement Between the
United States of America and the European Union on Prudential Measures Regarding Insurance and
Reinsurance” (Covered Agreemant), which was signed on Sept. 22, 2017. On Dec. 18, 2018, a similar Covered
Agreement was signed with the United Kingdom {UK). In addition, the 2019 revisions extend similar treatment
to Qualified Jurisdictions and accredited NAIC jurisdictions. It should be noted that the Dodd-Frank Walj Street
Reform and Consumer Protection Act requlires a state Insurance measure (l.e. credlt for relnsurance
reguirement) to be “consistent” with the Covered Agreement in order to avoid federal preemption, Therefore,
states have been encouraged to adopt the 2019 revisions in close to identical form to the medels in order to
best avoid the possibility of federal preemption. The accreditation bill passed the SC Senate but was only
introduced in the House hefore the General Assembly had to direct their full attention to matters related to
COVID-18. We anticipate bringing the bill back before the General Assembly in the upcoming legislative session.

As with every year, much of the work of the Division has been devoted to ensuring the Department is prepared
for accraditation by the NAIC. During June of 2016, an NAIC Accreditation Team spent a week at the Department
of Insurance reviewing, in detail, the work that had been performed by the analysts and examiners, as weall as
each manager, for both the traditional and captive insurance company’s domestic to South Carolina for the past
five years. Subsequently, during the NAIC National Meeting in August of 2016, the Financial Regulation
Standards and Accreditation Committee voted to approve the Accreditation Team’s recommendation that the
South Carolina Department of Insurance be re-accredited for the full five-year period. This re-accreditation was
necessary to allow all states to continue to have confidence in the Department’s ability to regulate insurance
companies for solvency, to the benefit of all policyholders. Policyholders who are not only South Carolina
residents, but residents of all other US jurisdictions which are members of the NAIC. The Accreditation Team will
return during the fall of 2021 for the next S5-year review. During this review, the Accreditation Team will review
the years 2016 thru 2020. A pre-Accreditation review will occur during the fall of 2020.

The Department’s ability to recruit and retain competent and qualified staff continues to be a challenge for the
agency. During the past rating peried, the Financial Regulation Division has continued to reorganize to enable
the Department to meet these new regulatory challenges. Additional reorganization and effective succession
planning will continue to be necessary as members of the Division retire or transition to other opportunities. To
address these concerns, the Division has hired interns, permitted other employees within the agency to job
shadow, and mentored employees who may have an interest in financial regulation to ensure a qualified pool of
financial regulators.
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Legal, Leglslative & External Affalrs

The Department enforces the insurance laws of the State of South Carolina. 1t is responsible for investigating,
examining and resolving cases involving insurance companies, health maintenance organizations (HMOs),
producers, agencies, other licensees and applicants. Violations are resolved through consent order, voluntary
compliance and through the imposition of administrative disciplinary actions.

The Invastigations Unit within the Office of General Counsel receives referrals from business units throughout the
agency. It reviews, investigates or assists with issues related to statutory violations; unauthorized insurance; unfair
moethods of compatition; unfair or deceptive acts or practices in tha Insurance businass; untair claims sottlomaont
practices; and disaster-relaled clains handlng,

Following an investigation, the Office of General Counsel may bring disciplinary actions that rosult in license
application denials; license revocations and suspansions; monitored agent probations; or administrative penalties.
Cases involving fraud are referred to the Insurance Fraud Unit of the Attorney General’s Office for review and
prosecution. Set forth below are some of the highlights of the Department’s enforcement activities this past fiscal
year:

Investigation Files Opened 267
Investigation Files Closed 272
License Suspensions 2
License Probation 0
Warning Letters 684
License Revocations 58
AG Referrals 2
FOIA Requests 89
Service of Process 4,193

The increased federal involvement in insurance has led to a bifurcated enforcement process and issues about
the state’s ability to enforce federal laws that impact insurance. Department empioyees must become exparts
on federal and state requirements to effectively protect South Carolina consumers. Recent federal laws affecting
insurance appear to rely on the states to enforce certain federal provisions.

Chaflenge: Cybersecurity and Insurance Regulation in a Digital World

The insurance sector is rapidly shifting to digita! platforms or technology. Digital technologies such as social
media, mobile telephone applications and data analytics are changing the way consumers interact with
insurance companies and driving the industry toward more technological or digital initiatives that make their
business more efficient and cost effective. 1t is also argued these digital technologies enable companies to
hetter respond to customer trends and buying patterns. The Internet of Things is one of the fastest emerging
gateways to customer data and behavioral information. Telematic devices in vehicles, other devices in home
appliances, smart watches, and sensors in other consumer products are gathering data and may transform the
way insurers do business.
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Proponenls uf big dald conlend Utdl data increases e ability of insurers o predict losses which could also wid
loss mitigation. This ability arguably will result in insurance rales Lhat beller reflect the risk of loss, The
chailenge for regulators Is balancng the benefits of technologleal Innovatlons with the responsibility to protect
the insurance consumer from unfair discrimination. Since much of the data involves consumer behavior,
regulators will be required to do more to protect the privacy and data of insurance consumers.

Unllke other countrles, there Is ho single comprehenslve natlonal law regulating the collection and use of
personal data. The United States regulates personal data privacy on a sectoral level, Accordingly, there are
state and federal laws and regulations developed by various governmental agencies that apply to personal data
privacy and the security of that information. The EU Data Protection Ragulation want into effect in May 2018.
Since that happened, members of Congress are calling for a comprehensive GDPR-like regulation for the United
States. The Trump Administration reportedly is in the process of talks with industry and consumer advocates on
the development of a national privacy framework.

South Carclina enacted and implemented the first Insurance Data Security Act (modeled on federal law). The
reporting requirements went into effect in fanuary 2019 and licensees that are not exempt from the Act were
required to have an information security program in place by luly 1, 2019. The Department has received thirty-
two (32} notifications to date. The majority of these notices involve actions by third party vendors.

Congress is considering federal hills that may preempt state laws in this area. Some members of industry are
supporling lederal legislation, A lederal framework will iinpac! thal states” ability Lo prolect the personal data
of its consumers.

The outhreak of COVID-19 has caused significant disruption to some businesses and forced others to work
remotely to limit the spread of the virus. In a new reality where millions of people are working remotely, secure
netwaorks are now more critical than ever. Malicious actors will try to leverage the intense focus placed on the
virus and the fear it creates. It is anticipated there will be an increase in the number of phishing emails posing as
alerts regarding COVID-19 or other articles that may be of interest. These emails will typically contain
attachments which purport to offer information about the outbreak or updates on how recipients may stay safe.
In non-work site enviranments where people are more relaxed and wanting more information, there could be 3
lack of commitment to security best practices.

Challenge: Workforce Planning and Capacity

Qur agency’s workforce risks are not unlike many other organizations when it comes to an increasing number of
retirement eligible employees and the potential loss of their expertise and institutional knowledge. Starting
with FY20, we have taken more proactive steps toward improving our Workforce Plan. Every employee now
completes and Individuai Development Plan (IDP} and the “most urgent” positions held by employees will also
complete a Knowledge Transfer Plan (KTP). Both are incorporated into the annual periormance review process,
These documents will capture our most “critical” tasks and establish yearly objectives to document and cross-
train others to minimize the number of tasks where institutional and expertise is limited to only a few “key”
employeas.

All managers were required to have an objective, starting with thelr FY20 Planning Stage that addresses
Workforce Planning performance measures.

Moreover, Department employeas are also being encouraged to take courses to obtain insurance related
designations and certifications to enhance their insurance knowledge and otherwise prepare them for
A-S
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advancemenl oppotlunities as Lhay become available within the organizallon. Employess are belng cross-
trained, mentored and allowed to shadow employees in posilions in which Lhey inay have an interest. While no
guarantees of promotions or employment are made, these efforis help the Department In the event of an
unexpected absence and help prepare the employee should an opportunity become available, Because of these
collective efforts, the Department has been able ta recruit applicants as well as retain and promote employees
with significant insurance knowledge into positions at the Department.

The foregoing discussion summarizes the internal and external factors that impact this agency. 1t is within this
environment that the Department attempts to regulate the South Carolina insurance marketplace. Senior
leadership raviews market parformanca and other regulatory challanges annually. From this, the Department
develops its goals and objectives and legislative and olher policy recommendations.

Summarized below are the Department’s significant achiovements during the fiscal year ending lune 30, 2020
Collected $263,062,143 in revenue from taxes, tees, assessment and finas, etc.

Reviewed and analyzed 9,473 rate, rule and form filings, 7,059 were related to property and casualty insurance
products and the remaining 2,414 were related to life, accident and health insurance products. The
Department’s Office of Consumer Services resolved 3,471 complaints during the fiscal year. Reviewed the South
Carolina Code of Laws, Title 38 to determine what, if any, laws that are unnecessary and issued 14 bulletins
clarifying issues related to the implementation of South Carolina insurance laws. Implemented a more robust
outreach plan which consists of an enhanced website, additional community events, and enhanced market
assistance activities in the communities effected by various disasters or other natural events. Enhanced the
quality and efficiency of the services provided to stakeholders by automating processes and upgrading
technology to enable the Department to be more responsive and 1o secure the data maintained by the agency.

Risk Assessment and Mitigation Strategies:

The mission of the Department is to protect consumers by regulating the insurance industry, promoting 2 stable
and competitive insurance market and enfarcing the insurance laws of the state. The Department regulates the
industry to assure consumers that insurers transacting husiness in this state will fulfill their policyholder
obligations, i.e., provide the benefits contracted for under the policy. Solvency and market regulation are among
the most important consumer protection functions performed by the Department.

To protect consumers from insurer insolvencies, most states have enacted [aws establishing guaranty associations.
Insurance guaranty associations ensure that policyholders will receive some of the benefits contracted for under
the policy {e.g.: life, health and annuity policyholders are protected up to $300,000 for a covered claim).

Legislatures can help mitigate the risk by:
o Appropriating sufficient funds or providing a dedicated funding source to ensure the Department is
adequately staffed with competent personnel;
e Review and enact laws periodically to ensure that they protect the insurance-buying public from
improper market practices and are compatible with new electronic delivery platforms and artificial
intelligence technologies used by the insurance industry.

COVID-19 Risk Assessment and Mitigation Strategies
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[he impact of the spread of coronavirus COVID-19 has required agencies to assess its disaster recovery and
business contlnulty plans, resilience, level of exposure, and polenlial liability risks. Sel forth below is a
summary of the Department’s business risks and the strategies used to address them.

Risk Exposure Mitigation Strategy

Business Continuity e

Identified essential employees and critical agency funclions equired Lo
maintain business operations
o Determined which positions were necessary to ensure the
continuity of the Department’s operation
o Determined which critlcal functions could be performed
remotely
o Developed back-up strategies
Trained and prepared the work(orce to work remolely when slale
offlces are closed
o Established telecommuting policies; flexible (e.g., staggered
work] schedules during Phase |}
o Equipped staff to work remotely
Developed an emergency comrmunications sirastegy to keep employees
informed and connected with the worksite by using email and
telephone communications as well as electronic meeting platforms
Enhanced communications and information technology resources to
enable telecommuting and remote computer access

Risk of Spread in the Workplace |

Developed and disseminated materials concerning COVID-19 {e.g., signs
and symptoms, modes of transmission} personal and family protection
strategies (e.g., wearing masks, social distancing, coughing and sneezing
etiquette)

Developed a SharePoint Page for communicating information to
employees related to the Coronavirus

Posted the Department’s Plans for Returning to the Workplace and
FAQs for supervisors and employees

Contracted with vendors to deep-clean the workplace twice during
Phase | and during Phase !

Hired a temporary employee to clean high-touch areas of the
Department three times a day

Fog the worksite weekly with antibacterial spray

Require employees who are ill and not feeling well to stay home
Provide PPE to employees

Require visitors to wear masks

Limit in person meetings

Legal Liability o

Follow CDC, state and local guidance

Adopt and enforce social distancing policies

implement self-monitoring and certification procedures for employees
entering the workplace

Required face masks for visitors or provide PPE

Use plexiglass screens in conference rooms
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s Developed presentations and other training materials for supervisors
and managers on the applicable laws

= Established a centralized system for handling questions related to

leave, requests for accommodation and other employee-related issues

to prevent employee complaints and ensure consistont application of

Depariment policy

Reminded employees of the risks assoclated with epening attachments
and links from untrusted sources

¢ Updated anti-virus and monitoring tools

¢ Use of VPN and multi-factor authentication

Cyber risk .
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Using the Accountability Report to Improve Organizational Performance

The Department uses the Accountability Report to annually evaluate and critiue the progress of the agency’s
strategic plan. The Report is also used to initiate discussion about potential changes or additions to the current
year’s action plan. Through this process, the performance measures are accurately linked to larger, strategic
goals In such a way that promotes the Department’s transparency, efficiency, and effeciiveness and
commitment to its stakeholders.
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Expenditures/ Appropriations Chart
Base Budget Expenditures and Appropriations

MAJOR BUDGET CATEGORIES

FY 19-28 ACTUAL EXPENDITURES

Total Funds

General Funds

Personal Service 3 3485069 §$2,023.682
Other Operating $ 4,343,573 $ 352386
Special ltems B
Permanent Improvements
Case Services
Distributions to Subdivisiors $ 1.928.400
Fringe Benefits $ 2,044,552 $1.067 948
Noprtecurtine
Total $13,871,596 $4,544,016
MATOR BUDGET FY 10-21 APPROPRIATIONS ACT
CATEGORIES Total Funds Goneral Funds Actuals (YT 12-31-20)

Personal Service 3 6,608,340 $2.862,233 $2.961.091
QOther Operating $ 6,751,022 3 552,386 §1.971.588
Special ltems
Permanent Improvements
Case Services
Distributions to § 2,155,000 $1.999,272
Subdivisions
Fringe Benefils $ 2,645,501 31,114,468 §1.089041
Non-recurring TR,

Total $18,139.863 $4,520,109 $8,020,992




Major Program Areas Chart

Program FY 19-20 Budget
Number znd Major Program Area Purpose Expenditures
Title
Admiustration: Office of General | Sfate: 1665115
Counsel, Information Resource Federal:
Administration Management{IRM), Execufive Other: 968,823
Services Total: 2,633,938
% of Total Budpet: 19%
Solvency: Financial Examination, | State: 354,739
Market Conduwect Examinations, Federal;
Financial Analysis, Securities, Other: 759,850
Solvency Securities Custodian and Historical | Total: 1,114,609
Databases % of Total Budget 8%
Licensing: Individval Licensing, State: 125,568
Companies, [nsures/HMO Federal:
Licensing, Education, Special Other: 345,728
Licensing Hervices Division, Third Porty Totitl: 671,296
Administration | ieenges, % of Tatal Budpet 5%
Utilization Review amd Service
Contract Providers
State:
Tederal:
Captives Captives & ARTS MKT SVC's Other: 992,838
Total: 992,838
% of Total Budzet 7%
Policy Forms and Raies: Review f?t::;c. s 923,641
. Financial Condition and Residuat ederaly "
Palicy Markets, Consumer Assistance Otber: 375,634
’ Total: 1,299,275
% of Total Budget 9%
State:
Federai:
Safe Homes Hurricane Mitigation Other: 2328204
Tatal: 2,328,204
% of Total Budget {7%
State: 1,067,949
Federal:
Fringe Benefits Employer Fringe Benefits Other: 976,604
Total: 2,044,353
% of Total Budget 15%
Remainder of Expenditures ?{n!c. N 406,986
Federal:
. . . Qther: 2,379,897
(Consumers, Taxation & Uninsured Motorist) Total: 2,786,883
% of Total Budzet 2005




Carry forward information

The Department of Insurance did not have any carry forward from flecal yaar 2020 Into fiscal year 2021
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Agency Name: Bepartment Of Insurance
Agency Code: R200 Sectian: 78

Fiscal Year FY 2021-2022
Agency Budget Plan

FORM A - BUDGET PLAN SUMMARY

For FY 2021-2022, my agency is {mark *X"):
Requesting General Fund Appropriations.
Requesting Fedetal/Olher Aullonizativi,
Noet requesting any changes.

For FY 2021-2022, my ageney is {mark “X"):

Requesting Non-Recurring Appropriations.

Requesting Non-Recurzing Federal/Other Authorization.
Not requesting any changes,

Requesting funding for Capltal Projects.
Wot requesting any changes.

Requesting a new proviso andfor substantive chanpes 1o existing provisos.
:1 Only requesting iechnical proviso changes (such as date references).
Nog requesting any proviso changes.

Please identify your agency’s preferred contacts for this year’s budget process.

Nume Phoug Email
Tor Watson (803) 737-61-41 twaison@doi.sc.gov
Mia Mills (803) 737-6111 mimills@hdoi.sc.zov

I have reviewed and approved the enclosed FY 2021-2022 Agency Budget Plan, which is complete and accurate to the extent
of my knowledge.

Ageney Director Bogerd or Commission Chair

This form must be signed by the agency head — not a delegate.



Depantment Of Insurance

R200

78

Pricrity | Request | Reguest Tile Stale Federal | Earmarked | Reskictad | Total State Federal | Earmarked | Resiricted | Total
Type

1 B - Insurance Fraud 1,600,000 | O 400,000 0 2,000,000 | 8.00 0.00 1.00 0.00 8.00
Recurring | Division

TOTALS 1,600,000} 0 400,000 g 2,000,000 } 8.00 0,00 1.00 0,08 2.00




Agency Name: Department Of Insurance

Agency Code: R200 ISection: |78

FO Bl - RECURRING OPERATING REQUEST

Provide the Agengy Prigrice Runking from the Executive Smnmeny,

Insurance Fraud Division

Provide a brief, descriptive fitle for this request.

General: 81,660,000
Federal: $0 .
Other: $404,000

Total: $2,000,000

Hhe is the net ehange i vequested apprapriutions for FY 2021-2022? Thiy amount should correspond to the total jor
all finding sources on the bxecuive Sumniery,

Please provide the total mimber of new positions needed for this request,

Marlk “X* for all that apply:

Change in cost of praviding curent services to existing prng;:m\ auclience
Change in cage load/enrollment under existing program guidelines
Non-mandated change in eligibilitv/encollnent for existing program
MNon-mandated program change in service levels or arens

Proposed establishment of a new program or inifiative

Loss of federal or other external financlal support for existing program
Exhaustion of fund balances previousky used to suppost program

I'T Fechnolom+/Security related

Consulted DTO during development

Related to a Non-Recurring request — [1 so, Pricrily #

Mark *X” for primary applicable Statewide Enterprise Strategic Objective:

Education, Training, and Human Development
Healthy and Safe Families

Maintaining Safety. Intearity, and Security

Public Infrastruciure and Ecoromic Development
Govemmment and Citizens

1 Insurance fraud js currently the responsibility of the AG's Office. Howevaer, insurance
fraud continues to be on the rise and the current program housed in the AG's Office
does not have adequate resources to combat the ever increasing number of cases,
The backlog continues to grow. Without more resources devoted to this effort, the
industry and ultimately the consumers will be adversely impacted. The AG's Office,
SLED and the Department of Insurance will prepare MOU's to layout the
responsibilities of each to affect this growing trend. If approved for the FY22 budget,
the Agency will add several objectives to it's Strategic Plan including the reduction

of backlog of cases and timeframe from investigation to prosecution among others.

What specific sirategy, as outlined in the most recent Strategic Planning and Performance Measurement lemplate
of ugeney's aeconntabifity report, does this funding request stupport?  How wonld this request advance that
strategy? How would the use of these funds be evaluated?

The Dapartment of Insurance will utilize state appropriations to basically transfer the
existing rescurces {baseline) being utilized by the AG's Office currently. The earned
resources/authority will be used expand staffing and cperating to increase the




resources devoted towards insurance fraud. Reévenues from agency penalties and
fees aiready retained (revenue stream) wili be utilized to support these expenditures.

What individuals or entities would receive these fineds (cantraciors, vendors, gremtees, individid beneficiaries.
et })? How would these funds be allocated — using an existing formmla, through a competitive process, based
upon predeterniied elgdilily criteria?

Insurance fraud is currently the responsibility of the AG's Office, However, insurance
fraud continues to be on the rise and the current program housed in the AG's Office
dogs not have adequate resources to combat the ever increasing number of cases.
The backlog continues to grow, Without more resources devoted to this effort, the
industry and ultimately the consumers will be adversely impacted. The AG's Office,
SLED and the Departmant of lnsurance will prepare MUU's to layout the
responsibilities of each to affect this growing trend. If approved for the FY22 budget,
the Agency will add several objectives to it's Strategic Plan including the reduction

of backlog of cases and timeframe from Investigation to prosecution among others.

Piease thoronghly explain the request 1o include the justification for funds, potentiul affsets. marching finds. and
method of calendurion. Please inclitde amy explovetion of ipact if finds are nos received. If new positions heve
beett requested, explaii iy existing vacancies are not sufficient.



Agency Name:

Department Of Insurance

Agency Code:

R200 | Section: {78

FORM E — AGENCY COST SAVINGS AND GENERAL FUND REDUCTION

CONTINGENCY PLAN

Agency Coat Bavings and Genoral Fund Reduction Contingency Plan (3% reduetion of tisea! year 2020-2021
Recurring General Fund Appropriations based upon guidelines provided)

$135,873 _|

What is the General Fund 3% veduction wmonnt? This wmonni shondd correspond 1o the reduction spreadshoeer
prepared by EBO.

None expected

How many FTEs wonld he reduced In assaciation with this General Fund rednction?

Almost all programs would be impacted by this "proposed" reduction. The Agency would
attempt to reduce some of its operating costs in order to meet the mandated reduction.

What programs or activities are supporied by the Generel Funds idenrified?

To accomplish this reduction, we would have to postpone some of our planned IT
initfatives; omit our normal advertising campaigns for flood and other disasters; and
reduce contract labor, We continue to strive towards increasing our infrastructure as it
relates to security and privacy, We continue to implement recommendations provided by
the SC Dept. of Administration’s Division of Technology {DTO). We also provide critical
information to SC citizens regarding protection during disasters.




Please provide a detailed summery of service delivery impeet caused by a reduction in General Pund Approprictions
and provicde the method of calerlation for anticipaied reduciions. Agencies should prioritize reduction in expenditures
that have the least significant impact on servies delivery.

We analyze and project 2l of our major expenditures each fiscal year. This allows us to

plan and adjust accordingly to ensure that we are maintaining effectiveness and
efficiencies.

What measures dovs Hie agency plun to inplement to redice its costs and operating expenses by more than $50,000?

Provide a swinmary of the measures taken and the estimated amount of savings. How does the ageney plan fo
repurpose the savings?




Agency Name: Department Of Insurance
Agency Code: R200 Section: 78

FORM K ~ REDUCING COST AND BURDEN TO BUSINESSES AND CITIZENS

SCDO#'s Efforts to Reduce Cost and Burden 1o Businesses and Citizens

Provide a bricf, deseriptive tirle for this request.

[The Agency routinely reviews ail of its regulations to ensure that only minimal
requiremenis are stipulated to carry out Title 38 and other insurance related laws. The
savings is not readily quantifiable.

What is the expecied savings to Souith Carolina’s businesses and citizens that is genarated by this proposal? The
seevings vowuld be related io time or nonew.

f Marl *X" for all that apply:

Repeat of revision of regulations.

Reduction of agency fees or fines to businesses or citizens,

Greater efficiency in agency services or reduction in eompliance burden.
Oiher

Describe the method of calcnlation for deternrining the especied cost or tine savings fo businesses or ¢ifizens,

We annually maintaln and update a list of the fines and fees for the previous fiscal year
and the associated statute. However, no immediate reductions are planned at this time.

Which fees or fines does the agency intend 1o reduce? What was the fine or fee revemne for the previous fiscal vear?
What was the associated program expenditive for the previous fiscal vear? What is the enabling authority for the
issuanee of the fee or fine?

The Department completed its review of regulations within the past few months. Noted
by each regulation is the action the Departmenk proposes to take over the next five
years, if any. This analysis can and will be made available upon reguest.

Which reguiations does the ageney intend to amend ar delete? Whe is the enabling authority for the regulation?

The South Carolina Department of Insurance is committed to designing and maintaining
an insurance regulatory system that protects the public interest without imposing
unnecessary costs on its licensees. Accordingly, the agency routinely reviews its
processas, procedures and regulatory framework to automate processes that can be
automated and to determine which regulations should be modified, streamlined or
repealed. It recently completed its annual yearly review.

1 The purpose of the review is to make regulation more effective or less burdensome in
achieving regulatory objectives. Modifying regulations to comply with applicable law
ensures that our consumers are afforded the protections intended by the legislature,
Repealing unnecessary regulations may reduce the costs to licensees which may enable
the licensee to provide coverage to the citizens of this state at a reasonable cost.




Provide wir explonation of the proposa! aid is pusitive 1esulis on businesses of citlzens, How soill the request affect
ageney operations?
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Expenditures/ Appropriations Chart
Base Budpet Expenditures and Appropriations

MAJOR BUDGET CATEGORIES

FY 17-18 ACTUAL EXPENDITURES

Total Funds

General Funds

Personal Service $ 3,400,295 £2.730.827
Other Operating $ 3,714,336 $ 332,386
Special Ttems
Permanent Improvements
Case Services
Distributions tc Subdivisions $§ 1,998,740
Fiinge Benelits § 1,836,071 § 937.097
Non-recurring
| Total - 12,570,062 $4,202 310 1
MAJOR BUDGET CATEGORIES FY 18-19 ACTUAL EXPENDITURES
Totul Funds Genergl Fuuds

Personal Service

5 3.489.863

Other Operating

3 4,274,131

52,744,254
3 5352386

Special llems

Permanent [mprovements

Case Services

Distributions to Subdivisions

$ 1,999,007

Fringe Bencefits $ 1,972,657 $ 972,080
Non-recurring

Total $13,733,660 $4.268,720
MAJOR BUDGET CATEGORIES 'Y 19-20 ACTUAL EXPENPITURES

Total Funds General Funds

Personal Service $ 3.485.069 $2.023,682
Other Operating $ 4,343.375 8 532,386
Special Items
Permanent Improvements
Case Services
Distributions to Subdivisions $ 1.998.400
Fringe Benefits $ 2,044,552 31,067,948
Non-recurring

Tatal $13.871.596 $4,344,016

MAJOR BUDGET FY 2021 APPROPRIATIONS ACT
CATEGORIES Total Funds General Funds Actuals (YTD 12-31-20)
Personal Service 3 6,608,340 $2.862.255 §2,961,091
Other Operating $ 6.751.022 § 3552586 £1.971,588
Special ltems
Permanent Improvements
Case Services
Distributions to § 2,155,000 $1,999,272
Subdivisions
Fringe Benefits 8 2,645,501 $1,114,468 $1.089.041]
Non-recurring
Total $18,139.863 $4,529.109 $8,020,992




Major Program Areas Chart

Program FY 19-20 Budget
Number and Major Program Area Purpose F\I’I 17'!8.3“(13“ Y 18-19‘Budget Expenditures
Title Lxpendilures Expenditures
Administration: Office of General State: 1632386 State: 1,570,651 State: 1,665,115
Counsel. Information Resouree Fedeial. Federal. Federal,
Administration Managemenat{IRM), Executive Other: 677,210 Other: 828,487 Other: 968,823
Services Total: 2,302,596 Total: 2,399,138 Total: 2,633,938
% of Total Budper: 18% % 0f Tolal Budget: 7% % of Tolal Budget- 19%
Solvency* Financial Examination | State: 327 944 State: 345,07 State: 334,750
Market Conduct Examinations, Federal: Federal: Federal:
. Fimancial Analysis, Securities, Other: 909,069 Other: 709,840 Other: 750,850
Salvency Securities Custodien and Historical | Total: 1,237,013 Total: 1,054,914 Total: 1,114,609
Databases % of Total Budget 10% | % of Total Budget 8% | % of Total Budget 8%
Licensing: Individual Licensing, State: 81,372 State: 63,213 State: 125,568
Campanies, isures/HMO Federal: Federal: Federz!:
Lieensing, Edueation, Special Other: 577472 Other: 534,143 Other; 545,728
Licensing Services Division, Third Purly Totak: 539,044 Total: 597,358 Total: 671,296
Administration Licenses, % of Total Budget 5% % of Total Budget 4% % of Total Budget 5%
Ulihization Review and Service
Contracl Providers
State: State: State:
Federal: Federal: TFederal:
Captives Captives & ARTS MKT SVC's Other: 1,342,722 Other: 1,001,112 Other: 992,838
Total: 1,342,722 Total: 1,001,112 Total: 992,838
% of Total Budpet 10% % of Total Budget 7% % of Total Budpet 7%
. ] . State: 835,117 State: 878,187 State: 923,641
Policy Markets, Constumes Assistance Other: 302,689 Other: 396901 Other: 375,634
* Total: 1,137,806 Total: 1,275,088 Total: [,299275
% of Totaf Budpet 9% % of Totnl Budoet 0% % of Totnl Budpet 934
State: State: State:
Federal: Federai: Federal:
Safe Homes Hurricane Mitigation Other: 1,643,661 Other: 2,605433 Other: 2,328,204
Total: 1,643,661 Total: 2,605433 Total: 2,328,204
% of Total Budget 13% [ % of Total Budget 19% % of Total Budget 17%
State:  937.097 State: 972,080 State: 1,067,949
Federal: Federal: Federai:
Fringe Benefits Employer Fringe Benefits Other: 919,574 Other: 1,000,577 Qther: 976,604
Total; 1,856,671 Total: 1,972,657 Tatal: 2,044,553

% of Total Budget 14%

% of Total Budget [5%

% of Total Budget i5%

State: 413,194 State: 439,515 State: 406,936
Remainder of Expenditures Federak: Federal: Federal:
Other: 2,377,355 Other: 2,350,445 Other: 2,379,897
(Consumers, Taxation & Uninsurcd Motorist) Total: 2,790,549 Total: 28299680 Total: 2,786,883

% of Total Budget 2i%

% of Total Budget 21%

o
=

% of Total Budget 20




SC Insurance Fraud — The Coming Epidemic

Insurance fraud authorities are sugdesting that the U.S. is on the cusp of the largest spike in
Insurance fraud thal we have ever seen! The key macro eletnents of Lhis “perfecl slonm”, are
an international pandemic and a U.S. recession! The uncertainty surrounding these evants are
likely to seriously impact the stability of the insurance market and in turn negatively impact
insurance policy holders It presents new opportunities for insurance fraud. Regretfully, South
Carolina has one of the weakest anti-fraud state programs in the U.S. Why is this the case?

1. Anti-insurance fraud state funding in South Carolina is one, if not the, lowest in the
counfry. Attorney General's office is over whelmed with over 600 cases pending.
Prosecution for insurance fraud is underfunded, a few prosecutors are overwhelmed,
and the odds for getting caught and successfully prosecuted is low! The welcome mat is
out for insurance fraudsters!

2. Sister states, Georgia and North Carolina, have dramatically increased state funding to
fight insurance fraud. Over the last several years both of our sister states have
dramatically increased funding to fight insurance fraud to around $5 million/per vear!
South Carolina is under $1 million!

3. Insurance Fraud Investigators Overwhelmed. Since the formation of the South Carolina
fraud unit in 1994, the level of funding for the unit has never changed while the number
of referrals received by the unit has increased by 400%!

4. Insurance Fraud is on the Rise. Several high-profile fraud cases have come to light.
Recently on the front of the page of The State newspaper was an article on the
prosecution of an organized auto insurance fraud ring. They were staging accidents and
generating fraudulent insurance claims — Uber. A similar auto insurance fraud scheme
in Sumter was busted the previous year. This is just the tip of a large and growing
criminal enterprise in our state! COVID-19 adds just a new path for insurance fraud!

5. Insurance Fraud Has Growing Tentacles. SC has upward trends in the areas of medical
fraud, specifically bodily injury abuses and staged auto accident schemes. [n addition,
problem areas include collusion between fraudulent medical providers, lawyers and
runners hired to funnel unsuspecting claimants. Property-related crimes have also
increased with schemes using identity theft to victimize policyholders.

6. Insurance Fraud Cost Everyone. The rapid growth of insurance fraud has resulted in
skyrocketing insurance claims, and in turn increases in operating costs for insurers.
These costs are born by the insurers, and the citizens of our state through higher
insurance premiums.

Something must be done now {o prevent South Carolina from becoming the number one state in
the nation for insurance fraud! Our sister states are stepping up to the plate, and now it is time
for South Carolina to do the same. Insurance Director Ray Farmer, Attorney General Alan
Wilson, and SLED Chief Mark Keels are combining forces to meet this threat!

‘Crime is going to flow like water," Wilson said. "It follows the path of least resistance. When you
have that much enforcement resources in our sister states, criminals knowing that their case in
SC is never going fo get tried or investigated due to a lack of resources, they're going to come
here.” A modest increase in state funding can bring the cifizens of South Carolina great
dividends through a reduction in insurance fraud! We must act now before it is too latel




el A

Examples of Insurance Fraud Expected
COVID-19: Medical Insurance claims exaggerated or illegitimate
Internet Arson: up 125% this year
Phishing Scams: up 600% this year
Property & Casualty: Towing/Storage of car to “sanitize” it for COVID



