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INDEPENDENT ACCOUNTANT'S REPORT 
 
 

TO:  THE OFFICIALS OF THE INDIANA DEPARTMENT OF INSURANCE 
 
 
 We have reviewed the activities related to the receipts, disbursements, and assets of the Indiana 
Department of Insurance for the period of February 1, 2012 to December 31, 2013.  The Indiana Department 
of Insurance's management is responsible for the receipts, disbursements, and assets. 
 
 Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants.  A review is substantially less in scope than an examination, the 
objective of which is the expression of an opinion on the receipts, disbursements, and assets.  Accordingly, 
we do not express such an opinion. 
 
 Financial transactions of this office are included in the scope of our audits of the State of Indiana as 
reflected in the Indiana Comprehensive Annual Financial Reports.  Federal programs are included in the 
scope of our statewide single audits as reflected in the Statewide Single Audit Reports. 
 
 Based on our review, nothing came to our attention that caused us to believe that the activities 
related to the receipts, disbursements, and assets of the Indiana Department of Insurance are not in all mate-
rial respects in conformity with the criteria set forth in the Accounting and Uniform Compliance Guidelines 
Manual for State and Quasi Agencies, and applicable laws and regulations, except as stated in the review 
comments. 
 
 The Indiana Department of Insurance's response to the Review Comments identified in our review is 
described in the accompanying section of the report entitled Official Response.  We did not review the Indiana 
Department of Insurance's response and, accordingly, we express no opinion on it. 
 
 This report is intended solely for the information and use of the Indiana Department of Insurance's 
management and others within the entity, and is not intended to be and should not be used by anyone other 
than these specified parties.  In accordance with Indiana Code 5-11-5-1, this report is a part of the public 
records of the Indiana State Board of Accounts and of the office reviewed. 
 
 

STATE BOARD OF ACCOUNTS 
 
 
June 23, 2014 



-4- 

INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

December 31, 2013 
 
 
 

DAILY DEPOSITS 
 

The Indiana Department of Insurance did not consistently deposit receipts from lockbox accounts to 
the Treasurer of State within the following business day. 
  

In the current review period, 9 of 20 deposits tested were shown to have been deposited from two to 
ten business days after notification from the lockbox banks of amounts received. 
 

Indiana Code 5-13-6-1(b) states in part:  ". . . all public funds . . . shall be deposited with the treasurer 
of state, or an approved depository selected by the treasurer of state not later than the business day following 
the receipt of the funds." 
 
 
FORM CONTRACT AND APPROVAL 
 

As stated in the prior report, our testing identified professional service contracts entered into by the 
Indiana Department of Insurance (IDOI) without the review or approval by the Department of Administration, 
the State Budget Agency, or the Attorney General's Office.  Many of these contracts consist of letters of 
agreement which lack substantial portions of required State contract language.  In one instance, the IDOI 
appointed an administrator of the Indiana Residual Malpractice Insurance Authority (IRMIA) under a letter of 
agreement dated July 1, 1975, which contains an automatic renewal clause. 
 

Certain types of contracts are entered into routinely by IDOI using standard forms which have not 
been approved by the Attorney General's Office.  The IDOI has indicated that its public function would be 
severely restricted if each such contract was subjected to the standard approval process; however, it has not 
filed written delegations of authority to approve such contracts with the Department of Administration.  These 
types of contracts include:  

 
1. Reinsurance agreements for insurance companies who participate in the Mine Subsidence 

Fund. 
 
2. Insurance policies issued by the Political Subdivision Risk Management Fund.  

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

panies on behalf of policy holders.  
 

4. Attorney's contract for the Patient's Compensation Fund.  
 

We also identified that IDOI had no contracts for firms retained by the Commissioner to perform finan-
cial examinations of the insurance companies. 
 

IDOI should consider requesting contract form approvals from the Office of the Attorney General. 
Such approvals are available to agencies with considerable number of contracts for the same types of serv-
ices and can speed up the contract approval process.  
 

Indiana Codes 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 State Budget Agency, and the Attorney General's 
Office. 
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INDIANA DEPARTMENT OF INSURANCE 
REVIEW COMMENTS 

December 31, 2013 
(Continued) 

 
 
COLLECTION OF EXAMINATION FEES 
 

As stated in the prior report, 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 examina-
tion firms, other professionals, and agency staff to conduct examinations of insurance companies.  For audit 
services performed by independent examination firms or other professionals, these firms invoice IDOI for all 
audit costs.  The invoices are "approved" by IDOI, and forwarded to the examined insurance company which 
makes payment directly to the retained firm.  For audit services conducted by agency staff, IDOI bills the 
insurance company for all audit costs of the state employee. 

  
To ensure proper internal controls and accountability over public funds, IDOI should collect payment 

from the examined companies for the costs of required audits, and deposit the funds into state accounts.  The 
expenses related to the audits, whether the audits are performed by state employees or performed by IDOI 
retained firms or professionals, should be paid directly from IDOI funds.  
 

According to Indiana Code 27-1-3.1-9(d), the Commissioner of 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 provisions, 
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 Agencies, Overview - General Guidelines) 
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INDIANA DEPARTMENT OF INSURANCE 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on June 23, 2014, with Stephen W. Robertson, 
Commissioner; Barbara Lohman, Controller; and Tina Korty, General Counsel.  The Official Response has 
been made a part of this report and may be found on pages 7 through 11. 
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