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BACKGROUND 

An examination of the financial condition of REGENCE BLUESHIELD (the Company) as of 
December 31, 2005, was conducted by examiners of the Washington State Office of the 
Insurance Commissioner (OIG). The Company holds a Washington certificate of 
registration as a health care service contractor. This examination was conducted in 
compliance with the laws and regulations of the state of Washington and in accordance 
with the procedures promulgated by the National Association of Insurance Commissioners 
and the OIC. 

The examination report with the findings, instructions, and recommendations was 
transmitted to the Company for its comments on May 22, 2007. The Company's response 
to the report is attached to this order only for the purpose of a more convenient review of 
the response. 

The Commissioner or a designee has considered the report, the relevant portions of the 
examiners' work papers, and the submissions by the Company. 

Subject to the right of the Company to demand a hearing pursuant to Chapters 48.04 and 
34.05 RCW, the Commissioner adopts the following findings, conclusions, and order. 

FINDINGS 

Findings in Examination Report. The CommiSSioner adopts as findings the findings of the 
examiners as contained in pages 1 through 19 of the report. 
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CONCLUSIONS 

It is appropriate and in accordance with law to adopt the attached examination report as 
the final report of the financial examination of REGENCE BLUESHIELD and to order the 
Company to take the actions described in the Instructions and Comments and 
Recommendations sections of the report. The Commissioner acknowledges that the 
Company may have implemented some of the Instructions and Comments and 
Recommendations prior to the date of this order. The Instructions and Comments and 
Recommendations in the report are appropriate responses to the matters found in the 
examination. 

ORDER 

The examination report as filed, attached hereto as Exhibit A, and incorporated by 
reference, is hereby ADOPTED as the final examination report. 

The Company is ordered as follows, these being the Instructions and Comments and 
Recommendations contained in the examination report on pages 1-6. 

1. The Company is ordered to file an accurate statement of its financial condition, 
transactions, and affairs in compliance with RCW 48.43.097, which requires the 
filing of its financial statements in accordance with the NAIC AP&P Manual; and with 
WAC 284-07-050(2) which requires adherence to the NAIC Annual Statement 
Instructions. Instruction 1, Examination Report, page 3. 

2. The Company is ordered to file its SAO pursuant to RCW 48.43.097 and WAC 284-
07-060(2)(a), which require health care service contractors to file an SAO and 
financial statement in accordance with the AP&P Manual and the NAIC Annual 
Statement Instructions. Instruction 2, Examination Report, page 4. 

3. The Company is ordered to file amendments to its Plan and Agreement of Affiliation 
or file a new agreement, which addresses specific methodology or basis used on 
how inter-company expenditures, fiduciary responsibilities, and type of service 
allocated across Plans and between Plans, TRG and other affiliates with the OIC 
pursuant to RCW 48.31C.050 in compliance with SSAP No. 70, Paragraph 8. The 
agreement should include additional documentation, which explicitly states the 
services, responsibilities, and considerations under the performance of the contract. 
Instruction 3, Examination Report, page 5. 

4. The Company is ordered to calculate all future premium taxes based on written 
premiums in accordance with RCW 48.14.0201 (2) and the premium tax return 
instructions. Instruction 4, Examination Report, page 5. 
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5.	 The Company is ordered to allocate internal investment expenses into the proper 
categories in Column 4 pursuant to RCW 48.43.097 which requires the filing of its 
financial statement in accordance with the AP&P Manual; and WAC 284-07-050(2) 
which requires adherence to the NAtC Annual Statement Instructions and the AP&P 
Manual. Instruction 5, Examination Report, page 5. 

6.	 Pursuant to RCW 48.31C.040(2)(c)(i), the Company is ordered to include current 
information on any loans with affiliates on its Form B - Annual Registration 
Statement. Instruction 6, Examination Report, page 6. 

7.	 It is ordered that the Company consider establishing procedures to ensure that 
claims for the self-funded groups are not recorded, or reported, as claim expense in 
the Company's loss triangles. Comments and Recommendations 1, Examination 
Report, page 6. 

8,	 It is ordered that the Company consider implementing additional controls over 
private placement securities, which are kept on-site, to prevent stock certificates 
from being lost or misplaced. Comments and Recommendations 2, Examination 
Report, page 6, 

9.	 It is ordered that the Company consider establishing procedures and implementing 
controls to ensure that all future information transmitted to the 401 K Plan trustee is 
accurate and complete, Comments and Recommendations 3, Examination Report, 
page 6. 

IT IS FURTHER ORDERED THAT, the Company file with the Chief Examiner, within 90 
days of the date of this order, a detailed report specifying how the Company has 
addressed each of the requirements of this order. 

ENTERED at Olympia, washin,o,n, ' t,h,iS ,1,1th daY,o",f July, 2007, .' ,',' j' (I 

JJ/1U·~ 
MikE KREIDLER 
Insurance Commissioner 
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June 14,2007 

James T. Odiorne, CPA. JD 
Deputy Insurance Commissioner 
Company Supervision Division 
POBox 4025, 
Olympia, W A 98504-0255 

;~, ,1<:) , 
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Regcncc 
BlucShield 

1800 Nimh /\lnWt' 

Re: Regence BlueShield- Report of Examination as of December 31, 2005 

Dear Mr. Odiorne. 

Enclosed please tind for your cnnsidcmtion, om rcsponsC's t() be included in the 'final Rr:port of 
Examination for Regencc BlucShiC'ld. \\ic appreciate the opportullity lo respond and comment on the 
Report 

Instructions 

1. NAIC Annual Stat'ement Errors and l\1isclassifications 

a) Investment in Subsidiaries 

1JJe Company's r'l1veslments in two wh()l~\' (HOled subsidiaril!s, (~C:;N Acquisition Compom' ond 
lIealrhL'IIr<:.' ,Management Admjni~'lrarors, WtTe im'orreCf~}' reported on Scfredu/l'D, ParI 2, o/the 
Company~~' 2005 Annual Statl'menl, niL' IIlveslmenl values were hused PH Ihe 1II1der(ving stalutory 

equity (IS oflJe('cmber.3 1.2004, IIlsIewf of 2005, fl!Sulling in an "ndprs!au'fnt'nt 0/$121,629 
and $782,523j(w llil! im·'c.\'tmf!n1,'1 in (:S'N Acquisition C'ompany and J/eallh("ore i\.1aflagemenl 
Administrators, rcv)(yrive~}'. I lowever the errors had no impoc! on the Compatly 's surplus si!u.'l" 
the subsidiary valuatiol1 amounls were haved on unandiledfinancial slUlemC1l1S and Ihus wae 

non-admilled in J005 ,NAle Annual Statement in Cllt.vrdanc(' ii/ill! SSAP No,8b'. 

The Company ','I inve'''tmenl in Commencement Bay I.~f(' Illsurance Company is 1n('orrt'cI on 
Schedule D Parr 2 - ~)'el. {ion 2, in columl/.\' 6 ami 8. flU! Company onl", inc/uded C'ommenu.'fIIf:."nI 

Bay: .. , reporlt:!d surplus as (?/1)t'C'l'mher 3 I, 2005 in the llmount (~f $ 19,270,977. Tlw "alm: thaI 
should have been reported WlI,\' tota! capital find surplus (?f$2l,670.977 under the t.'quilr mc1hod 
required l~r&(jAP46,pmYlgruph 7 h 

Company Response: 
The Company agrees with these tindlrlgs. The CompiUlY has taken correctiv,e action and began 
reportmg these correctly in its 2006 Annual Statement. 

The Compalt)' \' inve8tment in Ninth and II()wl'" ReId Estalt' Joinl Venture was incorred~l' 
va/lIrt1 at $1.166,574 011 Schedule BA Part I In (1('cordanu! wilh S'SAP No, 48, paragraph 7 
and SSAP No, 8.!( Ihe investment in (1 f1(}fHIISllral/n! joint velltllre is v(]lut'd hah'd on thl' 
under(ving audiled Slatement based on (iAA P i'quir)' method of the inVt!Slt;'e, or $4,186,668, 
resulting in (In undt:'rstat('ment (!(a.\'se1s hy $3,0]0,095, 

Company Respon,l)e: 
The Company agrees with this tlnding. Beginning in 2007. the Company will COITc('tly repon t.his 
invcsnnenl. 

h) Rf'cl:assification of Unearned Premium Reserves to Premiums Received in 
Advance 



711(-" Compan}' misclass!fled "Premiunls n'('cil'cd 111 adwJllce" in the amount (~($I j .368.750 (IS 

"Unearnedpremiwn reserves" on Parr In. L'JJ!' j ollh(' Undcnvriling and Inl'r'stmenl I~lhihit. In 
accord(l!l('(' with .)~5;AP No. 54, IInearned prC'miu11/.\· arc poli(y reserves and ,\'hall htl required/or 
all uccident and healtb contracts for which pn'milJms hallc been repvrtedfiH a period h(::vonJ the 
date t?/l'alualion olher thon prc'miul1Is that ""\F h .. '1'11 rc'ct'i~'edprfor 10 the valuation date hul are 
due em or (~fjl:'Y 'he valuation dale, (S'e(:' eXllmmaThm r(;'cI!I,~'siJic(1t ion No, I, debiting "Aggregate 
heallh po!;r:v rcst'IT{,S", mui crediting "!-'rt.'miums received in Ildwmce" in the amuunt qj' 
$/ /,368. 750) 

Company Response: 
The Company agrees with thlS fmdillg. Beginning in 20(}7, the Company will reflecr the 
premiums in the proper classification, per SSAP No.54. 

c) Retrospectively Rated Contrac. Disrlo:mn' 

5'.5'AP Nu.o(), Paragraph' 2 requires Annual '\"a(('",el1l disclosure (~lpremium amoUl1ts ,WNt>f..'I /0 

retrospective rtHing. The/inarlt.'ial sfll/cmenlS I\'(-'r,.' l'Urrl'l'f except fiJI" the amounts disclosed ill 
Note 24.8 ({the No/l' ... to the Fintlndal SrOlertwllrs flu' )'cr/"ospedil'e premiums should huve 
been $291, ';,.,6, }O) and 'f,280, 999, 98} .lin- 200:; (lid ]()04 rt!,\pecfi\ie~\', instcad <"!lrhc reponed 
amounr,'!: o/$36U,378, 907 and $309,1 If), 972, 

Company Responso: 
The Company agrees with this fltld\!Ig fhe (. 'ompany has taken corrective action and began 
rcponing these correctly in ilS 200ft Annual Sut\:.~rnenL 

d) ReHrement Plan nisdosurt> 

SSAP No. 14. Paragraph 15, rt!'114ires Annual ,\wfeIllClJ( ,h~cI(),wre a/employees rlra! parricipateJ 
in a defined contribution plw1 '>potlsorcd hy the holding cOlfljlan: .... In Note 11, Notes to the 
Financial Swtnm'nl.\, th" Company/ililed to disclose Its 401 rk) PIon, a defined contribution plan 
.\'Ponsor(~d by ifs pLUTH!, Thl\ R.:gNiee GrOli11 (TRG). fhe/act flwllhe Company has nO legdl 
ohligationji)r the paY/'m sponsored plan. rhe arm,fUnt e~J rhl' ht'nc~/it e:(pense incurred and the 
allocation methodolo)!y 1I1ili:.:.('d hy TRG should also he disclo.<"i_'d 

Under Note 12D, Nores to rhe Financial ,)'tatt!trJenf,\', the C()mpllt~J! disc/os_ed the fwt/,:lir (·'.l/JI:'lfses 

incurredjhr Ihe PO,\,t Retirement lIealth and U/e Insurfm{'t" Hel'w/it Plans Imt./c/;/f'U to disclose. as 

required hy SSAP ,Vo, 89, Paragraph 15, tile allorotion metlwdology utilized by TNG lind Ihe/act 
thllt it has JlO legal obligation ji.w the TReI ,\po1/.\'o/'ed JWl1siotl plans. 

Company Re'liponse: 
The Company agrees with this iinding, The disclosure 1'0], the Company's p'.ifticipation in the The 
Rcgence Group (TRG) 401 k plan was mistakenly excluded from the Annual Statement footnotes, 
However, the disclosure oi'thl.: plan and the Company's expenses Wt~re in,,~ltldcd in the AnnuaJ 
Audited Statutory Statements. lkginning in 2007, the Company wilt revise its filings to include 
the appropriate disclosures in all docliments, 

The disclosure t(~rthc Company's participation in the. Poslretirenwnt Heahh Care and Lite 
Insurance benctli plans did not include the expcnsl.: allocafion rnl!thodology or a sla[cmcllt 
regarding legal oblig<ltions. Lcgal ohligatlons were disdoscd in the Annual Auditetl Statutory 
Statement. Beginning in 2007, the Company \\-,111 revise Its t1Iings to inc:.:!ude the appropriate 
disclosures in all documents, 

e) Security Lending Disclosure 

17lroug}lOlItlhejive year I)eriod under ('.\(Imil-wtioll, the Company did nol disc/o.'w its' s('curi~r 
lending program pol-fl.)! undl'/' Nole I TR.t .!). Notes to the Financiul Sta/t>ment 



The ('ompanJ;' IlUs maintained (1 sccllri~l'-Iending program during the examination period The 
program hI' stnlctured so that the CmnlHmy calts hack alllow/('d -"('cUrifie,1, prior to the end of the 
rear. To provide (I eomplete disclosure, the Company is ;l1stnwtcJ to di,~'('losc' its st'curily let/dinK 
polhy thl! future NAIC Annual Stuhment/ilinf!s in lIu'ordann' 11'111, 5;SAP 'va, 91. Paragraph 
88.h. 

Company Rt.'sponst.': 
The Company agrees with this finding, 11 was our interprL~t;}titln ofSSAP #91. Ihal since no 
se,cur;ties were on loan as ofthe \.~nd of the ycar. there was nothmg Ie} report under the Notes to 
Financial Statements No. 17,h(2). The Company agrees thai In an em)rt 10 provide a more 
complete-disclosure, beginning in 2007, we will note our parti<.:ipation in ~1 Securities Lenuing 
Program and tlJTther note that there were no sccurjtj\.~s on loan as oflhl! ~nd l)flhc yL~ar. 

f) Rt.'c'assi'fkation of Prt.~mium Rec.'t.~ived in Advance 

Advance premium deposits as rcqllil'ed by ot.iministrar ivt' sen-it 't' (·tllllrw'ls (ASe) Jltr lJIWf,,"Urf .. '11 

pltJlI.~' in/he mnount (~l$2,525,510 IJl'C" il1{'orredf}' ('1a.\~~'Uit!d in tJw 2005 NAIC AI/nllal Slalemew 

as "Amolll1ls withheld or reta{)1cd/iw IIl1' lie'( mmt (~lotJu.'rs ". The 2005 NAIC Instructions 
ex('lude,,. /;ahilit;f's reiu/ed tf) unin.\'u/,('d plal1s from the account as "Amounts- withheld or retained 
for the UccOUl1t (~rut/rl'n ", The on-reel d'J",)'i/t'nttionjiJr the m1wJncf' premium depo,\'its arl.! 

"Premiums rer't';l'c,d ffl adnUTt (' 

Company Respunse: 
The Comp,UlY agrees with this tinding. Th~ Company has reported advance deposits on lin.e 8, 
Premiums Received tn Advaoce, hcginrllng wi[h the :WOo Annual Statement, 

g) Commission Expenses Nut Acrf'ucd 

The Comp(Jn}' did not annw c"'mml~\'si(}11 eXj1c'nse50' (I,~'sol'iat('d with uncollected premiums and 
agents' halann's in thi" ours,' (!leol/I'dioll. ."SAP ,.it,- 54, Paragraph 12, requires thot the 
amount ,~rlmpaid cOnJmis,\'/(ljJ.\', tlnc/llte c(i,\'1 f?lcol/ediOlI associat/.'d with due and l.inpaid 
prtlmillnLV, he carried as 1,~/f.\'t'ttilJg liuhihtics I?luncollected premium, It was dNerminecl the 
arrunmt was not materiar 

Company Response: 
'I'he Company agrees with [his finding. Currently, the company docs n.ot have a systems process 
that will allow it. to report commissions payable rdalcd 10 premiums receivable, However. the­
comp-any will review the recommendation and will work It) fonnulate a process 10 more accurately 
I'L"Port these liabilities beginning in 2007, in accordanl:~ with SSAP Nn. 54, para~'Taph J~, 

h) Number of Shares Owned of R"g"nCl' Ufo and Health Insurance Company (lU,Hle) 

01'1 Schedule D·'" Part 2 -/'J~('L'tfoll 2 (Common Stock). thL' Company in('urrct'lly reported the 
numhf!J' o/sJlUres c~lstock owned in RL!-IIC (J suhsidim)-', 7nt' Company has an IX?1, ownership 
inferest in RLHIC which equates to 5.439 :\'hare,\,. not 4, J 3lJ shares, 

Company Responst.': 
The Company agrees with this finding. The Company b~gan repllrting these: corrcctly in its 2006 
Annual Statement. 

2. Statemeut of Aduarial Opinion 

The 2()05 Statement of At'war;al OpmiClfJ (,\'AO), prepared hy its consulting (fctuory, failed to report the 
experience rated r(~fund liahili~l·. The Company reponed an experienf'c rated refimd lillbili(r in thl! 
Underwritmg and hrl-'es/nlt'n/ ErhiNr. Part I. Columl1 J, Line 4 (!lthe 2005 NAle Annual Statement in the 
amount 0/$16, 736,208, 



The Compan . .v is instrucfed fofile j'ts 5iA() JHw~'Ij(mt t(! RCW 48.43J}97 and Jt'.4C 284-07-060(J)(a), which 
require health c(ln: service ('(m'ral'lor.~' tuj'/c Oil SAO tlfldfinw1i'ia/ statement in accordance 'with the 
AP&P .Manual and tht' N.1IC AnnuaI5iiLJlem(,1I1/m'lrucliorH, 

Company Response-: 
The Company agr("e~ with Ihis finding. An amended tiling ofthe SAO was HIed on December 20, 2006. 

3. Intercompany TransaC"tions and Agreements 

The jiJllowing areas wcrt' ident{/ied as .. 1£~/ic;el1l in th • .."' cour: .. l' (~l our e;raminarion and rc({uire amendmt!f1t.'I· 
to the PAA agreernent pursuant tv RCW 48.31('.050.' Spe('~/ic mCf/rodology or ba.\'is used on how 
inlel'company expenditure,;,,, fiduciary re,\pollsihilities. and t.,pe qfst'lvict' ar(' allocaled across Plans alld 
belwt'ell Plans, TRG and other {~IJJliales. 

An IUtiended or new agreemel1l .\'hould address ({mJ C(HTC'cI till,' dl!./icienl'ies noted ahov/? 10 mai'lt(Jin 
('Omplillflce wir;' RCU/, 48. 31 COj()( J }(d) v.-hich ,\"fates, 

"The hoak\', accounts and records o/t'tlc/r party to alltransacf;ons mllxt he S(I mainloined (IS 10 
clearly and (.I(:t'urate~v disclose the nature and det(lils (!/lhe rrcms(/crions, inr/uding such 
accounring itifiJrmation us is necessmy ro supporr the 1't'l1sona{dt'l/(>ss o(the chargl's IJr/"("e,\' '0 
the respective parries .. 

Company Rt>sponse: 
Th~ Company disagrees with this finding, but it will execute a tl)nl1ai cost-sharing agreement as 
recommended. 

The cust sharing arrangement between The Regence Group and lhe t\nnpany has b~en handled 
conslstcl),tiy with (he cost sharing criteria in thc Management and Administrative Services Agreement 
between The Regenee (iroup lmd Rcgence BlucShield of Idaho, Im.~. Such ~ost sharing was permitt.ed 
under Item B.6, in the Plan and Agreement of Affiliation nc(w<..'c.'11 The Rcgence Group and the Company. 
Nonetheless, Regellc~ will e;\ccutc (Ill agrccmclll ill 2007 hctwcc.~n The Regcnce Group and the Company 
reiterat.ing and formaii7ing ~xisting cost sharing criteria, 

4. Premium Tax Base 

In computing it.;; pronillffJ fm PUPfll'rJI, "1(' COfllpOIll'/WS /u'ell using corned prnniums instead q/wrilfen 
premiums, as irs premium tux nuse durin~ ,he /h'l.'-year eraminotion period In due course, wrjrren and 
eanwd premiums wlll {,It' the slimc. As a rl'wlr, Jill e.l.tlmil'lall(Jf! Ildju,\'lmenf is recommended givt'J'1 rhe/ael 
thur tile premium fLu: Jl/ji.'r(,?ICt'S idefJfified ova JJu.'jil'e-Y'>(lr t'xamination period l'1,'(~re immaterial. 

Th(! Compm1}" is insrrucred tv eLilclI/lItr' ulljifturt, premilutl loxes ha.,,'ed on written premiums in accardance 
wirh ReS 48. f.4. OYO I (2) and the premium fu.\' retllrn 1I1.>,rUt'lhm.'l. 

Company Response: 
The Company agrees. with this finding. Beginning with tht' 1,1 quarter 2006 filing, premium taxes were' 
basl:d on written premiums. 

~. In'''estmt"nt Expense Allocation -, lindt"rwriting and Investmt>nt El.hibit 

In Colllnln 4 ,·.Jnvesrnwnl Expens(',\' t.~ltlte Undel'WritinK ami Jm't!XfmCf}t E,rhihir, Pur' J-Anu~I'.\'is (~l 
E.tpcJlses, a/rhe 2005 NAle Annual $tatemenr. the COfrJpany Jid nor ollo(,(Jrf' Im'l'Sr",enf (,.'/H.'/U'(';" incurred 

infernal!. ..... Only (!xternal invesrment expen..;es bi/fed hy oUfsidt! parrie.\' w('re repurted ill Column 4. IIII' 
intenlOl inv(;'srmenr expenses lH::r'e' misclossifled as Generaf Adminisrrarhm 1~',l,J}('nsc.~· ill Column 3, 



SS4P No, 70, Paragraph 9, sratt:s, "Any has/\' adoptcd 10 apportion expenses "'hall he the onc which Kould 
yield the most (lcnlrate results and may I'esulf fronl special studies oj'empluyee activities, salmy ratios, 
premium ratios or similar analyses, " In addition, SSAP .IVo. 70 Paragraph 5 srafes that the ul/ocation of 
expem,esjbr health inslIf"n:'I should be nm'l'd on a nwthod tirat vie/d.\' the most ou:urate r(".wlts, 

The Company is im.'trucled to allocate internal inrt.'stmcl1t expenses into the proper categories in ColIllnn 4 
pursuant to ReS' 48.43.097 which requires thejiling (~j'itsj1n(lndal statement in accordance with the 
AP&P Alafll.wl,· (Ind WAC 284-07-050(2) which !Y'I{uircs mlherel1ce to the NAIC Annual Statement 
Instructions and tlte AP&P i\.:fanual 

Company Response: 
The Company agrees with [his tinding. Beginning in 2007. th{~ Company wiJ] review and take the steps 
necessary to collect and rcp0l1 intemal costs associalCt1 with jnvestment activity in accordance with SSAP 
No, 70. 

6. Form B - Annual Registration Stat'ernent Disclosure 

The Company loaned $1,.820.000 to The Regencl' Group (TRG)fdr the term (!f 20 yeal's l,o'th interest 
compounded annuall)' at thl! prime rate/in- standard .commercialloans, I-Imrl!ver .. rhe CompmJ)" . ." ]()05 

Forni B Annual Registration Statonent il/corre('/~.l· states that rhe Company has no loan. ... ' with (?/]lliates. 
The (~fi)remelltimwd foun should have hecnfully disclosed in the registrarion statement. 

In accordance with Rel·V 48. 31 C()40(2)(c)(i), the Company is instructed to include current informatioll on 
any loans lvitlt qffiliates in its Form B Annual Regi.\'tration 5;/otement, 

Company Response: 
The Company agrees with the fm(ling. Beginning in 2007. the Company will ensure that all information 
reponed on the holding company annual registration starement is complete. accurat~ and in compliance 
with ReW 4831 C.040, of the Washington Code. 

Comments and Re{"ommelldations 

1. ]ncnrred-Paid TriangJe Errol' 

Tht! paid claim ammmt:v.fi1f one sel/lunded group was crronlfo/(s(v included in the im:urred-paid loss 
triangll!:.' data suhmitted to the t!xamination tearn, 

It Lr recummendl!d that the Company e.\'tah/ish prou:dur(','o' to ens/lre thut claims for the .... e(f~fimded groups 
are 110t rc('orded, or reported, as claim I.!.x!,cnse in tbe Compony's lo.n' triangles, 

Company Response: 
Th~ Company agrct$ with this tinding. The Company willcontlnuc to monitor data quality <1IH1 is taking 
steps to mitigate the etIects lhat derical errors may have 011 ollr statutory rcp0I1ing and filings. Examples 
ofcunent activities in progress include pcri(H1k' group reponing analysis by funding type as welJ as 
calibration of membership to the Company corporate ccns.us repo11. These actions help increas\;~ the level 
of accuracy and ensure bTfOUps and members arc correctly assigned by line of business. 

2. Safekeeping of Private Placements 

The Compml}' need\' to improve ii's procedures or canlrolsjilJ" the ,w~lekeeping ofpril'ote placement 
securities. The /idl()vving security cert{jicate waN lost. or mr,\j)laced, and had to he reph](.'cd: Plans 
Liability, Ins,Co .. Stock cL'rt~/;cate FI!presentinR 1 L 15 shares originally issued on DeL'cmher I, 1998; 
replaced on August 2, 20(15, 

It is recommended that the Compony implement oddilional controls ow"!" private placement securities, 
which are kepi on-sitt', to ,n-event stock cert(jicutesj;-mn lu!ing lost or misplaced. 



Compan)' Resporl<e: 
The Company agrees with the Ilnding. How(':vt'r, it should be noted that these certiticatr.!"s are 1l0rt­

negoliablc and that the corporal~ assets they represent were never at risk from loss or then. Subsequt!IH to 

this finding, measures Wl'n..~ faken to comply with the recommendation and all private plm.'cmenl stock 
certificates have been plaled in a SJJely dl.!posit hox ::l! J Hank of America branch in Seattle. 

3. 401 (k) Plan 

Payroll data transmitted to the Compan:v',\, 40 I (kj Plan fru.Wc(' was inF/fllp/erc, thus lhe non-discrimination 
test (NDn per/iJrmt'J by the Plan trustee wm' if/wllid The /vf>T is an important test thaI u quaIl/fed 
retirement plan must pass in order 10 qllaIU:v'jhrfal'orah/c hn W'( mmtmg Irelltmenl. Without a polid ND1; 
Ilw 401(k) PIau is polential~r at risk l.~lh)Sing ils quail/jed ,\,Iol/ls , .. inn' plan IlOtH,'omp/iance issues may rJOt 
be delected. and rCL'f!fied, in a time(\-' manner. The Coml'am' /uftT was liMe 10 idenl{fy Ihe errorx and Ihe 
Plan ..... slalu.\' H'(JS nol adver.\"e(v a/recff:d 

II {s recommended Ihat Ihe Company f'slah/ish proccdures ami imp/I'menl conlmls 10 en:wre Ihul al/fulure 
i/!forrnaJion Iran"miUed to the PIaN tn.{,Wee is accurate (Inti (omp/ete. 

Com pan)' Re,sponsf": 
The Company agrees ,"'ith Ihis finding. While the amounts were de minimis and the deferrals and 
contributions were tnUlsmittcd and posted on a rHncly basis, corrective measures have bl.!'cn implcmcnt<,'d to 
ensure tha[ year-end contributions and dererral.~ 'UI.!' identified and dcsignarcd to the approprlJ.le plan year. 

Please feel free to contact inC at (503) 220-5922 with any furl her questions or concems that you have 
regarding our responses. 

Sincerely. 

~ ~-.--
Karin Holslllg~r 
DiJ't~dor. Finam'illl A~c()unting Services 


