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INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

May 31, 2008 
 
 
 
ATTENDANCE REPORTS 
 

We observed that the Indiana Department of Insurance (IDOI) employee attendance reports were 
frequently signed and/or dated prior to the last day worked by the employee and/or the supervisor. 

 
Employee attendance reports should not be signed, dated or approved prior to the last day 

worked in a pay period.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi 
Agencies, Chapter 9.) 
 
 
DAILY DEPOSITS 
 

The IDOI did not consistently deposit Patient's Compensation Fund revenue within the following 
business day.  Twenty-eight of thirty items tested (93%) which included $119,198,633.56 in receipts were 
not deposited timely. 

 
Indiana Code 5-13-6-1(b) states in part:  ". . . all public funds . . . shall be deposited with the 

treasurer of state, or approved depository selected by the treasurer of state not later than the business 
day following the receipt of the funds." 
 
 
CONTRACT FORM AND APPROVAL 
 

As stated in our prior Reports B29585 and B24471, the IDOI procured contractual services with-
out obtaining the proper statutory signatory authorizations.  Contractual services without properly exe-
cuted contracts approved by the Department of Administration, State Budget Agency, and the Attorney 
General included: 
 

1. Appointment agreements to designate the special deputy liquidator for insolvency 
estates. 

 
2. Reinsurance agreements for insurance companies participating in the Mine Subsidence 

Fund. 
 
3. Joint custodial agreements for custodial deposits maintained at banks by insurance com-

panies on behalf of policy holders. 
 
4. Attorneys' contract for the Patient's Compensation Fund. 
 
5. Consultant contracts for examinations of insurers. 
 
IDOI should consider requesting contract form approvals from the Office of the Attorney 

General.  Such approvals are available to agencies with a considerable number of contracts for the 
same types of services and can speed up the contract approval process. 
 

Indiana Code 4-13-2-14.1 and 14.2 require that a contract to which a state agency is a party must 
be properly approved by the Department of Administration, the Budget Agency, and the Attorney 
General's office. 
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INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

May 31, 2008 
(Continued) 

 
 

Indiana Code 4-13-2-14.3 states that:  ". . . the attorney general must review for form and legality 
contracts to which a state agency is a party."  

 
The 2008 Professional Services Contract Manual issued by the Office of the Attorney General 

and Department of Administration states, in part, that "Once form approval is obtained, the individual 
contracts using the approved form do not have to be reviewed and signed by the Office of Attorney 
General . . . and can potentially save up to 45 days in the approval process." 
 
 
COLLECTION OF EXAMINATION FEES 
 

As stated in our prior reports (most recently B29585 and B24471), every insurance company that 
conducts business within the State of Indiana is subject to an examination at least once every three to 
five years.  IDOI uses independent CPAs, other professionals, or agency staff to conduct examinations of 
insurance companies.  For audit services performed by independent CPAs or other professionals, these 
firms invoice IDOI for all audit costs, invoices are "approved" by IDOI, and invoices are forwarded to the 
examined insurance company who makes payment directly to the retained firm.  For audit services 
conducted by agency staff, IDOI will bill the insurance company for all audit costs other than the travel 
costs of the state employees.  State employees issue travel expense invoices directly to, and receive 
payments from, the examined insurance companies. 
 

To ensure proper internal controls and accountability over public funds, procedures would dictate 
that all payments for audit costs from the examined companies would be sent to the IDOI, deposited into 
state accounts, and then IDOI would pay employees, retained CPAs, or professionals. 

 
According to Indiana Code 27-1-3.1-9(d), the Commissioner of the Indiana Department of 

Insurance (IDOI) is empowered to retain Independent CPAs, other professionals and specialists as 
examiners.  The cost of retaining these examiners shall be borne by the company that is the subject of 
the examination. 
 

In an Attorney General opinion issued to the State Board of Account's State Examiner on January 
16, 2002, and subsequently forwarded to the Commissioner of the Department of Insurance, the Office of 
the Attorney General stated:  "Although it may be expedient to have the company pay individuals directly, 
the statute does not contemplate such a process."  The Attorney General also indicated that, because 
outside consultants function as agents of the IDOI, "consultants retained by the department should be 
compensated by the department even though it is the ultimate responsibility of the companies that are 
being examined to reimburse the department for those costs." 

 
Each agency is responsible for compliance with applicable statutes, regulations, contract pro-

visions, and state policies.  Compliance is required, as applicable, with generally accepted accounting 
principles, and standards issued by the Governing Accounting Standards Board, Financial Accounting 
Standards Board, and other standard setting bodies and also with various accounting guides, manuals, 
and other publications.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi 
Agencies, Chapter 1) 
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INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

May 31, 2008 
(Continued) 

 
 
REIMBURSEMENT OF EXAMINER TRAVEL EXPENSES - STATE EMPLOYEES 
 

As stated in our prior Reports B29585 and B24471, as noted in our finding entitled "Collection of 
Examination Fees," the IDOI allowed examiners that are state employees to directly bill insurance 
companies for reimbursement of their travel costs rather than IDOI reimburse the state employees for 
travel expenses and include those costs in the bill to the insurance companies.   

 
In addition, we learned that state employees bill the insurance companies for travel costs based 

on the federal mileage rate.  The federal mileage rate is higher than the state mileage rate established by 
State Budget Agency.   

 
Insurance industry practices utilized by the IDOI must not conflict with state statute, policies or 

procedures. 
 
In an Attorney General opinion issued to the Indiana State Board of Account's State Examiner on 

January 16, 2002, and subsequently forwarded to the Commissioner of the Department of Insurance, the 
Office of the Attorney General stated:  "although it may be expedient to have the company pay individuals 
directly, the statute [IC 27-1-3.1-9(d)] does not contemplate such a process." 

 
Financial Management Circular 2003-1, states in: 

 
Section 2-6, "An Agency may develop internal policies and procedures relating to State 
Travel by State Travelers.  Such policies and procedures may not be inconsistent with this 
Circular and must be approved by both the State Budget Director and the Commissioner [of 
the Indiana Department of Administration], or their respective designees." 
 
Section 3-2, "Out-of-State Travel must be approved in advance in writing by the 
Commissioner, and the Agency Head, or their designees In-State Travel must be approved in 
advance by the Agency." 
 
Section 4-7, "The rates of reimbursement for Travel Allowances shall be those established, in 
accordance with law, by the State Budget Director and adopted by the Commissioner." 

 
40 IAC 2-1-9(3)(b) states:  "A state officer or employee shall not solicit or accept compensation 

other than that provided for by law for such state officer of employee for the performance of official 
duties." 
 
 
LACK OF SUBSIDIARY LEDGERS 
 

As stated in our prior Reports B29585 and B24471, we observed that the IDOI did not have effec-
tive subsidiary ledgers for the Mine Subsidence Fund.  IDOI still does not collect any detailed information 
from insurers regarding policies issued and effective dates that would allow it to maintain a subsidiary 
ledger to verify individual claims against prior premium payments. 
 

Each agency has the following accounting responsibilities . . . [to] maintain an effective and ac-
curate system for subsidiary and supplementary records.  At all times, the agency's manual and comput-
erized records, subsidiary ledgers, control ledger and reconciled bank or Auditor's balance should agree.  
(Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agencies, Chapter 1) 
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INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

May 31, 2008 
(Continued) 

 
 
DUPLICATE PAYMENTS OF PROFESSIONAL SERVICES 
 

We found that the IDOI legal staff did not track payments of legal services for the Patient's 
Compensation Fund.  We noted several instances where IDOI paid vendors twice for the same invoice.  
These vendors found the duplication and refunded IDOI $132,681.44.  

 
IDOI should adopt adequate monitoring procedures to ensure that Patient's Compensation Fund 

disbursements are properly paid.   
 

Each agency, department, quasi, institution or office should have internal controls in effect which 
provide reasonable assurance regarding the reliability of financial information and records, effectiveness 
and efficiency of operations, proper execution of managements' objectives, and compliance with laws and 
regulations.  Controls over the receipting, disbursing, recording, and accounting for the financial activities 
are necessary to avoid substantial risk of invalid transactions, inaccurate records and financial 
statements, and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for 
State and Quasi Agencies, Chapter 1) 
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INDIANA DEPARTMENT OF INSURANCE 
EXIT CONFERENCE 

 
 

The contents of this report were discussed on October 23, 2008, with Jim Atterholt, 
Commissioner; and Barb Lohman, IDOI Controller.  The official response has been made a part of this 
report and may be found on pages 9 through 14. 

 
















