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In compl-lance i{lth the provislons of the i{es! vltglnla code'
chapter 4, Artlcle 2' as anended, we have examlned the accounts of
the fnsurance connlssloner of west virginla.

oux examlnatlon covers the perlod JuLy 1, 1996 through .lune 30,
1998. The resul-ts of thls exa4lnation are se! forth on the
foLLowlng pages of thls report.

Respectf ully subrnltted'
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We held an exit conference on October ?, 1999 wifh Lhe Insurance

com&issioner of WesL Vlrginia and oeher repxesentatlves of the

comnissioner's Office. ALL flndlngs were reviewed and discuased.

The coftnissloner's responses are included in bold and ltalica ln

the Suunary of Findings, Recomnendations and Responses and after

our flndings 1n the General Remarks sectlon of thls repoxt.

rt[suReNCE co{!txs9ro![ER or nEsE vrRGrNrA

EgI COI{EERENCE
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TII$'RANCE CcI'UXSSIONSR OT I'ESE \TRGIISIA

!$laoDuclrroN

The Office of Lhe tnsurance Commissi.onor was flrst

esLabllshed by the t6gislature in 1887, wlth ehe StaLe Audltor

natoed ex officlo com[issioner. fn 1947 the tegls].at'ure' by speciaL

act, estabLlshed tho Office of the Insurance Commlsaloner as a

separate dopartnent of Slate government. This act authotlzed the

Governor Lo appoint the Insurance Conmlsslonet wlth the consent and

approva.l of senate. As of L957 all appolntments are for a tenn of

91x years, excep! ln Lhe case of a vacancy where the appointment ls

for the unexpiled term. In 1989 the Insurance Comrnlseloner became

a part of the Deparlnent of Tax and Revenue.

The Insurance comnlsslonor i9 responsible for agsuring

compl-iance of chapler 33 of Lhe lJest virginla code so that

consllmers, insurance companies and their a96nts are plotected from

economic and social Losgos. The Tnsurance Comnissioner plovides

services thxough eight sec!1ons. The€e sections and their

respectlve dutles are presented beLo$:

L€gal:

1.

2-

Provide legal reprosentation to the agency ln
adminisllative and coure proceedings.

clvo .tegal advice to the corunlssioner and agency staff.

Conduct lnvestigalions on errant agents and cornpanles.

Assist in pror0uLgatlon of adnlnlstratlve regulaelons and
enactnenL of statutes.

Cooxdlnate recelvershtp actlvlties.



E'I8aaol.al Coaditi.oas:

1. ticense alI insurance conpanies and othex authorized
entitles.

2. Registex purchaslng and rlsk retent.ion groups.

3. Monitor the financlal slablLlty and solvency of all
adnltted entlt les -

4. Conduc!flnanclaLexaninatlons.

5. col-Iect. taxes and Licensure fees.

RatsE a.!d SoEE:

L. Make approva.L/dlsapproval determlnations on policy forms
f^r :rs.rr^-.a hollcles sold in rhe State.

2. Make approvat/dtsapproval deLelmina!lons on lnsulance
rates used ln thls state.

3. Make approval /disapproval determlnations on rnatketlng
matexlals used 1n solicltlng insurance pollcies goLd ln
+}j4 d cts'ia

A. Conduct surveys and gather statlstical daLa on the
conpanles' cl-alns, l-oss and rating historleg.

Ag€qt's LLoeaaLlg a!.d E&roatj.oa:

1. Issue llcenses and subsequent renewals to alL agents and
adj usters .

2. Issue cLearance lettex and certlflcatlon Lettels for
ada-t s a r.l ^.lirs:ers.

3. Ad.n1nIst6r Lhe pre-l-icenslng prograln.

4. Adnlnlstor Lhe continuing oducation progran.

5. collect licensure feeg.

Coadae! gelvioe:

1. Handle consumer conpLalnts.

2. Provlde counsellng to consumere and other sectora of the
pubLic regarding any insurance inqulrles.

-3-



3. conduct inforoatlonal senlnars to conulunity groups
throughout the State.

4. conduct autolooblLe geninals to comnunlty groups
throughout the State.

Coaanaer AdvooBol':

1. Revlew att hospltal rate lncrease requests befole the
Heal-eh Caxe Authorlty or any court jurlsdlcLlon.

2. Revlew all hospi.tat certiflcate of need reguest befole
the Health care Authority or any court jurisdlctlon.

3. Interveno at rate increaae and certlficate of need
adnlnlstration hearinqs held before the HeaLth care
Authority.

4. Pexforn dlrect roonllorlng of Health Malntenance
organlzatlons to ensure compllance of quaflLy assurance
1alis.

Ad8Ld.EtlatLoa, :

1. Prepare the annuaL agency budget for Lhe corunlssloner.

2. serve as the agency's human resources flaIson.

3. Coordlnate the procuretEen! process for pal.men! of goods
and servlces.

4. Hand1e all trave.l arranqemenls.

5. Coordinate the records nanagenent procass.

Inf,oaa,tj.on gyEt@€:

1. Provide data proc66sing support to the agency.

2. Serve as tho focal point for hardware and sofcware
stratagies.

3. Address short and long range plannlng of agency data
hr^^6qc l n^ h66.]a

4. Acts as an agency llaison In dala processlng matcers.
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rIIST'RANCE CCI'UISSIONER OF 9IES:r \rIRGINIA

EDMBIISTRAEXVE OI'8"I@RS END SEAAF

itt NE 30, 1998

Hanley C. C]ark Tnsurance colonl.egioner

Deputy Insurance Colololasloner

AdnlnisLrailve Servicea Dl rector

Donna l|lalker

Martha J. Bradfoxd

B. Kelth Huf fman

Jeffrey Vancl Lder

Randal-I Price . .

E. Jane Strothex

cenera.l- Counsel

. Director of Financial Condltions

. Assislant Dlreceor of FinanciaL Conditlons

. Director of Agents ticensing and Educatlon

NeII Ph111tp9 . Dlrector of consumer Advocacy

Thomas Marchio . Dlrector of Rates and Porms

Kathl-een Beck . . Dlrector of Consumer Servl-ce

John Ra1nes . Dlrector of Inforrnatlon systems
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INSI'RA!{CE COU!4ISSIONER OT BEST VTRGII!'IA

SOUIIARY OT rIl|DtlIGE, RECOMMEND' TOtrS, AID RESPONSES

sE|ceretl.oB Pav cal.sr:IatLoas

1. The Insurance colGBissioner's Offlce calculated geparatlon

pay based on procedures set out by the Dlvlslon of

Per€onne]. We cal-cul-ated separat.ion pay based on Attorney

General-'s opinlons No. 3' dated August 1?, 1998 and No. 37

dated June 2'1 , 1,990. The differences botween the two

methods total-ed 5819.48. (see pages 17-L9.)

laok of Erff€ot:lv€ gest@ otr xat€r|ral. coatrolE

During our post audlt' 1t became apparent to us, baaed on

the obsorvad noncompLiance wlth the West virglnla Code and

other rules and regula!1ons, the Insurance comnigslonet'9

Offlce dld not have an effective systen of internal-

controLs in pLace to ensuxe conpj-Ianco with appllcable

Stato laws, rul-es and regulations. We be.l-ieve an effective

syaLem of intexnaJ. controls acts !o alelt nanagenent to

€uch noncor0pllance at an earllex date, thereby a1.l-oi{lng

rnore timely correctlve action.

Aaaaavt a Reepo!,aa

IVo tteslrorae. (See pages 20-22.)
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Prqiua, ta8 oa E ederal Flood, Iu'su'.ano€

3. The Insurance comr0lssionex's offlce did not conglstent]y

coLLec! taxes on Federal Flood Wrl!6-Your-Own (WYO)

insulance policies written by lnsutance conpanies In this
qfrr-a ae : rasrl f - Lhe Staee dld not lecalve

approxinately $45,000.00 per calendar year in Prenlum tax

levenues durlng 1997 and 1998. A15o, Additlonal Fire and

casualLy Insuxance Prenlum faxes of approxlmateLy

$15'000.00 por calendar year were not colj-ected on WYO

pol-icies durjng 199? and 1998.

!{e recorunend the lnsurance Comnigsloner's Offlce conply

with Chaptex 33, Artlcle 3, Sectlons fA, 1'4a, and 14d of

Lhe West Vlrginla code, as amended. We a15o teconrnend ehe

Offica utltize the means avallab.Le Lhrough chapeer L4,

Article 1of lhe WesL vlrglnia Code to recover Iost taxes

on federal fLood premiums.

Ageaav'e R€eDopae

. . . Ebe It'Elrlald€ c@la'To!.€,r doeg a!'d r!17 doBtiade xo

aoJ-ledt etate tldutaloe Pt@l@B ta''es fi@ Uaeaed

lLts'',l.g,,.E v'.XL!'g EtLee-youE-Ont fedataL EIood LtEnEa4oe LE

nest vLtgLala. . . .ne ata prelF attig aa qrdat'e Xo oaE

vEl-teea t5.ta prod€,&r.ee Xo T'.ag.'.e thaX Taer''aaae P'@l@B

ta8es oa fedetal- nto flood TaFrratd'e w!77 be xt-aely
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doTTeaxed as E e@ltr.ed olod€.'. fe,daral Isw foz 7999 a!.d d-77

eg,b8equetx Fdrs. (See pages 22-29.)

I'ailul.e to DeFoBLt Ln t$o Correot Frrad

4, fhe Tnsurance comrnlssloner's office nade seven deposlts

totatlng $33,?13.51 into the incorrect funds durinq fiscal

years 1997 and L998. As a result, the State ot the

lntended beneflclarles as deslgnated by statute were

deprlved of noneys due !hem.

i,[e reconmend the Insurance connlssioner's offlce coroply

wtth Chapier 33, ArticLe 3, Seclion 14d and Chapter 29,

Articj-e 3, Sectlon 22 of tha Weg! Vlrglnla code, as

amended. Afso, we recoEEnond the corulisslonet's Offlce

reconcile deposits to amounts recorded ln the agency's

accounting systen.

Aoaaav'B R€B'ouae

, . .ne be,J.J-eve tle tEb€t of b@aa etiote a.!.d a@'',4ta

lwolred (7.e. 5 of, tha 7 ettotB vete le,ea f-haa 9500) ate

l@at.e'.j'6.7. . f,utth€!, ve .,ta 7t t-be Puoa'eee of

eahalr,lag o''F daxa tr Eoc,eg.5.L',g eytsf.e,/d '{,!.l.d,h 
shodJ'd

fsoTTTtata tbe tas d&l!.l,'eraxLot a!'st€@ a,.d' xad,:4e &e

TTkelthood oE b@ar l',rtut eato, tD the fttu'e. (see pages

29-33.)
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Eaa8i[qtLoa e.ssesaolle Fe€6

5. ?he Insurance comnlssloner's offlce did not colLect

oxamlnatlon fees totaling approxlmateLy $16,800.00 frorn

accredlted rej-nsurers durlng flscal- years 1997 and 1998,

aI9o, lhe conmissioner has not collected S11'550.00 for

exaElination assesslnent fees owed by sIx Risk Rotention

croups for flscal years 7996' f99'7 and 1998.

We recomrnend the Tnsurance corunissioner's Offlce conp.l-y

wlth Chapter 33' Artlcle 4, Sectlon 15a and Chaptex 33,

Artlc]e 2, Secelon 9 (b) (2) of the West Vlrglnia Code, ae

anended. llie aL€o recomnend Lhe offlce utlllze che neans

avallable ehrough Chapter L4 ' Artlcle 1 of the Wes!

Virginla code to coLLect alL past due examlnatlon

assessment fees.

Aaeaavt a ReeDop€e

. . . Tbe f,tre (5) eexlt|es havl-tg Adaredi-t€d Relr,guro!

eta,xr'.s oa Jaly 7, 7996, the etz (6) oa Jsay 7' 7997' ard

tbe sj.ateea (!6) oa JdIy I, 7998, ha?.e eaoh beez Eoaally

'.oX!-f,!.ed 
ebat tbe 97.050 a<nt -ax7o4 f,e'e hse !.ot bat Pald

Eoi &ose E ilo, F,e'.i.odg. . . . lfihese tlek rete!.tJLoa gzoqn

bave beela !.ef€'itad to IEgaI Dlv sl.oa fot oalleaelo'. of, Lhe

d€'lt!.qqeax ea€@'ttsel-oa aa9e,e6@€,Bt :Eees fot 7996 ' 7997 atd

7998. lsee pages 33-3?. )



Suroh€l.qe col.l.eotl.oaB

6. During fiscal years L991 and 1998' Lhe Insurance

collllnlssloner's Offlce billed conpanles 55'744.42 fo!

surcharges In excess of amoun!g reported by companles on

their suxcharge Report Forms. By pxojsctlng the results to

Lhe entlre population of surcharge coLlecLions, excess

biL.l-ings are approximatety S22,000.00 for the two years

!est'ed.

we reconmend the Insuxance coimissioner's Offlce conply

wr.th Chapte! 33, Artlcle 3, seclion 33 of the ldest Virglnla

code, as amended.

Aoaaov'a R€BE oage

Tbe a':dlt9 ttr.efo@€d, W tb78 olELae zedo4dTle tbe giosa

pt@l@ oolleated a!.odsXa 
'.aqd,l-re,d W neet V!.E978,7a code

533-3-33 to be reF orxed oa t:ba 
',''B'J 

aDc'e Pt@l@ sttchatge

F{€'E ortTag 7o , to the ,.at p.re@.I@, E tXt'ea @'latg :LtBvlro?a

aro :requlred to te'E ott oa thelt arnda'l fT43'!.ol'aJ. atat,@e''x

W n€,st VlEgLala coda 533-4-L4.... IE &e ,.edo'.o:Ll.|axTon

Ljadj.c,atea thaX the cotupB4y iePorxad a gtoss €!.,,olJah ot tbe

sdidhszgE fo@ J.eaa thaa tbe nax amoDaX re'E oited on Lts

d84aBI staa€@€,Bx, f-he aqtaty 7s blTTed Eo xbe dltfeta,de'

(See pages 3?-39. )
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Taa Colleoti-oaB

'1 . At least. S62,000.00 in taxes were collectec

Purchaslng croups during fiscal years 1997

However, we were unable to flnd the statutory

that permlts the col.Iectlng of these taxes.

forms designed by Lhe Insurance Conmlssloner

colnpanles to calcufate taxes on a dlfferent tax

what 1s promu]gated by sta!ute.

UdLo€ased Erd666 LLn6 Brokerg

8. we found excess Llne insurance poLlcies

from Risk

and L 998.

author I ty

Al-so, tax

lnstruct

baee than

We xecommend the Insurance CotrEolssioner's offlce conply

with Chapter 33, Article 32' section 2 and Chapter 33'

ArtIcIe 3, SacLions 1-4, 74a, and 14d of the west virginia

code, as amended.

Aoabcy'a R€'g''oaae

. . .A n€Jv loa vi.!! be dE €,].oPed alad, 'eqci-te 
t&.e Rlak

Pnt.c'hasf,ag Gxoqt xo xe't ort o87y lte Pr@!@ Yol@ 6.ad ?:ha

tE&E of tbe t',Bar.t!.g eatl-Xy. Xo f.bl,g Offl-de. .ne vlu

''e,ae,aEah 
&6 gf,f,eota otr @tdl8g t.!;e Pr@l@ t!.a fo@a to

dxLT!.ze the atatJdxory, TaagaagE. (see pagee 39-44.)

with an approxlnate

obtalned throughpremium cost of S230,000.00 we!e

unllcensed excess line brokels.
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lle lecommend the Insurance Comrnlgsloner'9 Offlce conPly

wlth chapte! 33, Artlcl"e 12, Section 10 of the Wost

virginia code.

eaetdv'E P.€,Bponae

. .ne vlu. dE aToE, a r.ev andi-x Proae&Ee xhax wIU

!-da/att ty, a77 
'n''Li.oe',9ed, 

lad'rra,.ce dqtat!.ea that- rettozt

F.'@!.@a ','j.tteB 7t &e staf,'a. Z''qdltleg v!7I ba @de to

requ.e,'t ldea.'l'floaxiLo4 of ar/tt e:ac,esE TLlae b'.o:{'aEa !e77t zad

by t-baee aqtattl-es lt f-he plaac@eBx ot thj's b':at,.eee....

(see pages 44-45. )

Erloaeotr6 Ta.a cledLt

9. one insurance conpany was erroneously given a tax crediL of

$22'08A.00 during fiscal year 1998. An agency arnpl-oyee

staLed Lhe credit was recorded in errot and the mistake was

probab.lv an isolated instance.

We recomrnend the Insurance Comnl-ssloner's Office comply

wlth chapter 33, Ar!1c16 3, Sectlon 15 of tho west vlrginla

code as anended. Al-so, we reconmend ihe accountlng records

of ehe CorErigsloner bo adjusted to reflect the proper

amounl due from the insurer-

-12-



e,qer69'a Reabonae

Ehe Agea6y'e a,oc,osttj-tg re,dorda bsee beet €.d'rlaxed, to

E xopatly xef,J.aot the @'l[tt oE ata''l-f,'t ta''e,s 'ePotted 
ead

&a f,'@, &e L',aEl'"e,t fo? 7997. (See pages 45-47.)

trailule to Fo].Lor. Fulaiha6iaar ResqJ.agioas

10. on 11 occaslona for pulchases tota.l-ing 522'113.60, Lhe

Cormissioner's Offlco avoided bld requirenents by splltting

puxchases anong two o! more invoices,' al-go, on three

occasions for purchases toLaling S7'62f.69 ehe Insurance

Comnlssioner's offlce failed to have the requlred bld

docurnentation.

We reconnend the Insurance comissioner's Offlce conply

with Sectlons 6.1.2, 6.7.I and 7.5 of the Depaltment of

Adhinistration' s Agency Purchasing ManuaL.

Acetdvt a Rea9o8ae

lhe tltet Taaue add.zeaeed oo,4oe'',8 altTlxtTag tm'ah€'eeg oa

eTevea (I7) oc,das.ionE aaong tvo ot EE ie :LwoldeB. lEb'j.B

!.ta.JtJ.ae bt,a bae,a dlsdonxiliv€,d al,,oe 
^oti.fi.oatLoa 

b!' the

a':dLxo's &tiag the atrd.it elag t,}'l.a eas Bot az aEE xaPtlaxe

(See pages 4l-49.)P.zaoX:Ioe....
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Pave€ae 8€fo!e set"vLd66 llere Read€led

11. Thirty-seven Insuxance Commlssioner's Office employees wexe

pald approximately 53,400.00 during flscaL years 1997 and

L998 for tine that was not worked nor were the empi.oyees on

approved Leave or hollday time.

!{e reconmend the lnsurance colonlssioner's office comply

with Chapter 12, Article 3, Section 13 of the West Virginla

Code, as anended.

AdeDavt E Raaoonda

,l€,gEEdiag thi.a ',aXt,et, 
we €lpp'-'ol8te tbe andl.Xota

to orjr att€atj"ob that thTe 7s ',ot !'o!'o'.ad bY seaee laa.

(See pages 49-50. )
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n[suReNcE corl|IssloNER oa flEgT VlRGrl[rA

GENERAI REMEARS

llslfRoDucTIoN

We have conpleted a post audlt of tha Insurance

corunlssioner of W6st vlrginia. The audlt covered the pexlod Ju.ly

1, 1996 Lhrough .lune 30, 1998.

GENERA'T REVI:NOE ACCODNES

The follo',{lng accounts were utilized by Lhe Insurance

ConrnLssl-oner of West Virglnia solely for deposlLing Laxes, flnes

and penaltl€s, and exahlnaelon fees:

fuld
Nr.aba!

0480-508
0480-530
0480-574
04I0-584

De66rLrctLoa

lnsurance Tax
Examlnation Assessnent Foes
Fire Marshall Tax
Fines and Penafties

SPECIET] RSVENT'E ACCOI'NTS

A11 expenditures requlred fox the general operaelons of

the fnsulance connlgslonar of west vlrqinia were nade from the

f o].lowlng speclal revonue accounts:

l'uad
lft.sb€! D€sor:LDti.oD

7150-OO1 .. Examl.natlon Revo.lving Fund -
Personal services

7150-004 . Examlnatlon Revolvlng Fund -
AnnuaI Increnent

?150-010 .. Examlnatlon Revolving Fund -
Employee Benefl tg
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7150-099 Exanlnatlon Revolvlng Furd -
Unclassi fled'1750-426 Examlnation Revofving Fund -
Transferg

?150-640 .. Examinatlon RevoLving Fund -
Departnenlal & Misc. Incone

?151-001 .. Consumer Advocate Fund
Pe!gonaI services
Consumer Advocate Fund-AJrnual
I ncrernen L

'7151- 010 Consumer Advocate Fund
Enploy6e Beneflt€

?151-099 . Congumer Advocale Fund
cl-assi fled'7151,-64A .. consumer Advocate Fund
Departnenta.L & Mlsc. Incone

1I52-0AI . lnsurance comrnlssion Fund -
Per€onal servlces
Insurance cordoisslon Fund -
Annual IncreEent

7152-010 . Insurance corunlssion Fund -
tunployee Beneflt€

1f52-A99 Insurance comnisslon Fund -
Unclassl fied
Insurance comralgslon Fund -
CLalns Against the State

?151-004

'7I52-OA4

Elrad
Nutr€!

7155-099

?155-640

7158-099

11-52-426 . Insurance coroa.isslon Fund -
'1752-640

Transfers
Insurance Commlsston Fund -
Depaxtnental & M19c. Income

The foltonlng speclal revenue accounts represent funds

derLved from taxes or suxcharges. These revenues are set aglde for

speclflc uses a5 deslgnated by staeute:

lr€d6!ipcloa

Munlclpal Penglon & Protect lon
18 AddlLional Tax Fuld
Unclassl fled
Municipal Penglon & Protect lon
I t Addltlona1 Tax Fund
Depar Bental & Mlsc. Incoroe
Fl16 Protecl1on Fund
Uncfassified
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Eup].ovee

#2

*3

+4

R6al.glatioa
Date

7 /3r/96
1,2 / 31,/96

9/05/9'1

o4/07/9'1

EotaJ.s

Ageaoll
P6v

s859.61

s6,738.47

s1,643.54

s7,165.16

s16,406.78

18 surcha!ge
Departnentral
1E Surcharge
Depar!menta.l-

s898.44

51 ,396.14

sr,'722 .78

s7. 208. 90

s\'7.226.26

c.l-earlng Fund
& Misc. Income
clearing Fund

& Mlsc. Incone

(938.83)

(s 6sB .27)

(978.64 )

(s43.14)

(s819.48)

1158-640

'1760-64O

COMPITTEN@ !4rfERS

Chapter 33 and Chapter 29, Arllcle 3, Sectlon 22 of Lha

l,lest V1rglnla code generalLy govern the lnsurance commlgsioner of

ldest Virglnla. We tegLod applicable gectlons of the above pLus

general State reguLatlons and other applicable chapters, artlcl-es,

and sectlons of the Weslr Vlrginia Code as Lhey pertain to fiscal

matters. Our findings are listed below.

g€DaletLotr' Pay Cal.anrl.atl.or,€

The f nsurance connl€€ioner' s of f lce cal-cul"ated separatlon

pay for fou! enployees based on procedures set out by the Divlslon

of PersonneL. We calculatod the separatlon pay based on the

Attorney General-'s Oplnlons No. 3 dated August 1?, 1988, and No. 37

dated June 21 , 7990. The following table detalfs che differences

between our calculatlons and the agency's calculatlons.

(Ag€aol' Pey
Cal.culatad uad€r

Pav calo'trLated Pavl



Chapter 5, Article 5, Secttion 3 of the 9lest Virginia

Code, as amended, seates in par!:

". . .fhe Lump sum palr0ent shalL be made by
the tine of what vtoul-d have been the
enp.Loye6's next regu.l-ax pay day had his
emplol.ment continued. xa deteELallE tJl€
a.soutrt of aD.oual l6eve 6atLt1e6€gt, raee]teBda t
boll.days or oth6! p€!:Lo& of, aolro8l, aoa-
oouatab].e tire sbau b€ eaolud€d,
(Edltbasj.6 added,) .

The Attorney Goneral's Opinlon No. 3, dated August 17,

1988, concerning chapter 5, ArLlcIe 5, seclion 3 of Lhe WesL

Vlxginia Code, states 1n part:

". . .Thus, although an eligibLe omployee liill
not be remalnlng on the payrolL, but lnstead
wlll be electing and exercislng hls opLlon to
lump sum palanenLi nevertheless, the calendar
monlh of the date of hls last day on the
payroll and/or subsequent calendar nonths mus!
be used !o dotermine the countablo days
agalnst i.,rhich hls accrued annual leave days
are appLied and crediLed and !ho fui.L month's
salary for whlch he is entitLed, such is to be
cornputed by first dtrj.Ling ftc@, oonsLd€tatLoE
aE elolrrdable, tbe afgtesaLd w6€k@d days,
bo]-i&ys, or otlhe! rloa-oouatable tLt!€, and
thereafter determlnlng Lhe fracllonal part of
the rnonthLy salary whlch is to constitule such
Iump sum paylent, wiLh Lhe nunorator thereof
being the accrued leave days of an enployee
renaining and appLicable in euch month and the
denomlnatox thereof belng ehe counlabLo days
of guch month renaining after the aforesald

" (EEfrbEsLd added)excLu91ons..

The Attorney General's Oplnlon No. 37 dated June 27,

199A, concernlng chapter 5, A!ticle 5, Sectlon 2 of lhe West

Virginla Code, sLateg in part:
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"Entltlenent Lo accrued pro rata share of
lncrease owlng on flnal day of enploynenE. -
considering !hat thls sectlon's lncremental
lncrease constltutes part of an ellglbLo stale
onp.loyoe's regular pay for eervices prevlousl-y
rendered, any such enployeo has a stat.utory
right to any accrued pro rata share of that
increnent oe{lng but not due on hls finaL day
of eloploynent. By entlt.lement !o a pro rata
share, it 15 meant that e|r eqt].oy6e t.bo do€a
aot {od< an eatLte fj.6oal. Fa! ls eqtltled to
a fraotioaa]. Poltioa of tbo total LBot@eat ho
wbid tbe e6trt1oye€ r.ouLd have b€e! €stitled
bad be b€€a e4tloyed &rtLng trhe estile ftFoql
year. . . ." (Elftbasts addedr.

The differences were prlnatl.l-y due to lhe rqathod used by

the Insurance connlssloner's Office to cal-culate tefinlnating

enpl-oyeost lump 6um paynents for acclued annuaL l6ave and pro rata

lncrement. According to an agency employee, the Divlsion of

Personnel lnstructed the agency on the m€thod to use ln caLculatlng

enployees' separation pay. This nelhod, however, does not glve the

empl-oyees credlt. for hol-idays in deterrnining the counlable days to

whlch annual Leave ls appued. AIso, pro rala lncrenent paynents

for one employee were based on the termlnatlng empl-oyee's fast full

lncrenental- payroent instead of a pro rata share of what the

empLoyee would have lecelved had he remalnod on the payrol"l the

entlre year.

This ls not a probfem unique Lo thls agency. Thls 19 a

gtatewlde problela because spendlng unlts under lhe control of Lhe

Dl-vlslon of Personal do not conalder Lhe afotenentloned Attorney

General'9 Oplnlons for calculaling separation pay.



Laok of Ergf€oLLve Svst@ of, latelaal. CoatlolE

During the course of our post audlt, it bocame apparont

to us, based on the observed noncorqpllance wlth the West Vlrglnla

Code and oeher rul-es and regulatlons lJh1ch govexned the Insutance

Comrdissioner of west Vixginia, ehe comrnlssloner's Office dld no!

have an effective syston of internal controfs ln place to engure

coropllanco wtth appllcable StaLe faws, rules and reguLatione.

chapter 5A, Artlc]e 8, sectlon 9(b) of the lgest vlrglnia

Code, as anended, 9tat6a ln part3

"The head of each agency shall:. . .
(b) Make and rnalntain xecords contalnlng
adequate and proper documentaLion of the
organlzatlon' functions, poLlc168' declsions,
procedures and essentlal !ransactlons of the
agency designed to furnlsh infomation to
protect the Legal and flnanclaL rlghts of the
state and of persons ditectLy affected by ehe
agency's actlvj-tles. . . ."

Thts Law xequires the agency head to have in pLace an effecllve

sysLem of lnternal controls in the forr0 of pollcies and proceduree

set up to ensure Lhe agency operates ln compllance wlth the l-aws'

rules and regul-ationg whlch govern it.

Durlng our audiL of Lhe fnsutance ColrEtrissloner's Offlce

we found the folLowing violatlons of State.laws or other rules and

legulatlons: (1) Taxes of approxiroately S60'000.00 per cal-endar

year wexe noc col-lected on federal ffood lnsurance pollcies HrltLen

by lnsurance companies in thts St.ate, (2) Seven lnsLances where

receipts tot.altng S31,?73.51 were deposlLed lnLo Lhe lncortect

fund; (3) Examinat.lon fees totaling approxlnaLe]y S16'800.00 were



not collected fron accredlted reinsurers dutlng flsca] years 1997

and 1998t al"go, the In€urance comnlsslonet'e Office has not

coj-Iected S11,550.00 for examlnation aesessment feos owed by s1x

Rlsk Retention Groups for flscal years 1996' 799'l , and 1998, (4t

Durlng fiscal years 199? and 1998, conpanies were bli-.Led $5,748.42

for surcharges in excess of amounts reported by the conpany on

thelr surcharge report fornt (5! I,[o were unab]-e to flnd €Latutory

authorlty permlttlng the collection of at least S62,000.00 during

fiscal years 1997 and 1998 frorn Risk Purchaslng gtoupsi (6)

Approximal.ely $230,000.00 of premiuns were procured by unLlcensed

excess Line brokerst (7) An insurance colopany was erroneously given

a tax credlt ot 522,08a.00t (8, On 11 occaslons for purchases

tota.Ling 522,113.6A, the Conoissioner'5 Office avoided bid

requj-renents by splltLing purchases arnong t!'ro or nore lnvoices,

a.Iso on !hree occaalons for purchases totaling S'7'62!.69 l]he

Tnsuranco Connlssloner's Office faited lto have the requlred bld

documentaelonr (9) Thlrty-9even enployees nere paLd approxl4ately

$3'400.00 for tlne that was not worked nor was lL approved J-eave or

hollday t.funo.

t{e beLleve' lf Lhe lnsurance Corunl.gsionex'9 offlce had an

effective systelo of 1n!ernal controLs In place' rnanager0ent would

have been aware of nonconpllance wlth Ehe West vlrginia Codo at an

earlier date and would have been abl"e to take correctlvo action 1n

a rnore tlmeLy fa€hlon. The foLl-owlng pages of thl-9 ropott contaln
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addltlonal j-nforrnation regardlng the speclfic noncornpliance wllh

the West Virginia Code which came to our allentlon.

Fleoi.ura Ea8 oa Eed€!€,l Flood lasuraao€

The lnsuxance Commlsgloner's offlce dld not consistently

collect premlum tax on Federal Fj-ood Wrlte-Your-Own (WYo) insurance

policles writLen by insurance companles in tJest. Virglnla. As a

result, lhe state did not rec6lve approxlroaLe.Ly S45,000.00 per

caLendar year in premiun tax revenues fot 1991 and 1998. Necessary

documentat-lon was not avallabl-e Lo estlnate lost tax revenues for

years prior to caLendar year 1997.

llest vlrglnia llcensed insurance conpanles par!lcipatlng

ln the WYO Program sel-.L and service federal- fLood insurance

pollcles in their own narneg' while the federaL government r€taine

!esponslbltlty for underwrlting Losses. According to records

provided by the Insurance Commisgloner's Offtce for calendar yearg

1997 and f998, 29 conpanles reported approxinateLy S5.3 mii.Llon per

cal"endar year for wYo federal food lnsutance poflcles sold in thlg

fhe code of FederaL

Subchapter B, PatL 62, Appendix

governg the wYo program, atates

"A. The company shal l
admlnlstratlve and
lnoludLng ant gtata
(tuIrhas j.s added) .

Regulations TiLIe 44' chapter I,

A, Arclcl"e III, as anended, whlch

in pa!t:

be fiable for operating,
production expenaes,

p!@Lrir! ta8es, . . ."
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Chapter 33, ArticLe 3, Sectlon 14 of the west Vlrglnla

Code, as amended, states in pare:

"Every lnsuxer transactlng insurance ln West
vlrglnla shaLl . . . Ea:.e a pled.Llra taa leturtr
for the prevlous calendar year . . . The tax
is the sum equal to Lwo pelcent of the gross
.ll16-r hr6h{'rhq lh^rir^ih^ .|ltldAn.lq l-)y
whatever name catled' on parlicipaling
pol-icies appl-ied 1n reduction of premiums,
Iess prem-iurns returned to pollcyholderg
because of cancel-Lation of policies' and also
includes any addltlonal tax due under section
fourteen-a{S 33-3-14a) of this artlcl-e
(EEfrbaai8 6dded) .

chapter 33, Artlcle 3, Sectlon 14a of t.he West Vlrginla

code, as amended, states in part:

"For the purpose of provlding additional
revenue for the state genexal" revenue func,
there ls hereby levied and lrnposed' ln
addlllon Lo lthe taxes inposed by secLion
fourteen tS 33-3-141 of thls artlcle, ar:
addLtiotral pteoLrd ta8 equal to one percene of
such gross dlrecr premlums . .
6ddad) .

l{e also noted additionaf fire

." (Euphaeia

and casualty lnsurance

per cafendar year wereprenLun taxes

no! col"Iected

of approxlnareLy $15,000.00

on llYo polictes durlng 1997 and 1998. Addltional

flre and casuaLty lnsuranco prenium taxes are deposleed in the

Munlclpal Pensions and Protection specia.l- revonue fund (7155) .

chaptex 33, Artlcle 3, secllon 14d of the West virglnla

coda, as amended, states In part:

". . . there 16 hereby levled and lmposed an
sdditj.oDsL p!@Lur! ta8 equaL to one percent oi



gross direct premiuns colLected
(Edlrhadis added,) .

we were told by agency pexsonnel that lt has been the

connissioner's .l-onqstanding positlon (since before 1990) that WYO

federal flood prenlums ale exempeed fron seate premlum taxes by

fedela1 law. Furthermore, we noted the comrnlssionet'I office

gxanted credlts to companies that renltted taxes for WYO federa.l-

f1^^A hF-61,rh-

After our lnqulxy in thls matter, the Insutance

Commissioner's Office conducted its ohrr lesearch and concLuded that

vlYo federal flood prornlums should be lncluded ln the pxenlum tax

base. As a resulL' we were told by an agency enployee lhe office

will begin colLecting taxes on all l{Yo policies.

l{e recomnend the Insuxance cornnj-ssloner' s offlce conpLy

wlth chapte! 33, Article 3, Sections IA, 74a, and 14d of the West

vlrglnia Code, as amended. we also reconnend the office utllize

the neans availabl-e through Chapter 14, Art.icle 1 of the West

vlrginia code to xecover lost taxes on fedelal flood pteRiums.

Aoeaov'B RgaDoaae

Ehe l-sg''a of, &e atate ta8ax o0 of, fedEEaI fTood !.aanItalaoe

E togt@ ts a c,c4tj'j,,e,aeeld laau;e alad a&!.Xf'ed!y t}ere vd'a aoaa

doEfu6.iLotT byr tihia offtae &tLag the Earl.od otr t&.e TeglsTaeiYa

anidle. Be,.:frrjse ot th!.B ao!.te.st oa, ea d{.d eeak a Tega! deea Ttat!-ol

aoLtrLaL^g tbaX atate lr,gor'at.oe ttt€'di.@ taa,eB ',€te 
&a fz@



ITdeJ''ed, ltta''!€'a ttIXltg gr'Lee-toa'-ottn flood I',.9'',':a'.de Pr@l@a

lD neEt Vl-ig!.loj.a. fhe Z".9'l.ra,,d,e c@leel.oner does a.ad vlLl

oolatfuue xo aoTTeox staxe T'.sdi€!,dE pz@7@B taaeg fz@ lLoezaed

j'lsu.rers rilting ntl-ee-Yo1l,z-ov,o feda sX Elood tlsuta,toe l8 neat

VT.rgL'.l'a.

lbe do4.Eu,allon P.zl',d,iE,d.Tly aioae do^aetalag tbe l.agD.e of

teda,tal flood, lLtE t''at.roe lssq,€,d byt &e Eedet8L govet@e'Bt ald tb6

cotolla4, fedeEaT fTood il.sd:aac;a ptogg'aa rrbi.ab 7s aade avalLabLe

th'o4'gb a tutXe-Zo'n?-O!'a (WO) Ptogrs,d, throsgih TLoe'.8ed Tts'llraa.le

o(qta!.J€s pols'lazt to teda!al lad. frlle,t the NaXlo!.al Elood

Irsttra-ao€ PEogEe (NEIP) b€,gat 78 f968, t}.e EedeEaT 
''.sd'ttttoe

Atui.i.L'X'aXLoo (EIA) t se'j€,d aJ.! tolldles dhedtLy. 42o.s.c. SS 40Of

g! eeg. fhi-s ptogzd@ r,as t.ot stblect Xo ststa Xa.'dc|oa. BaTTevtng

tra,x P.':j-vaXe :Ladvae,ta c,ooJ.d ae77 @ie :Lt'av'.d,''d'a a'ld a&T!.rl.Bee lt

ao.e e'6,sTJ-y t&Es t.he fede,asJ- goveatuE X, EIA bagaD tbe nZO Piogi@

tD. 7983. 42V.5.C. 54077; 44c.8.A. 562.23. nzo Eolldles age lss':ad

by aB j',-su.''a',oe oo4tagy a!,dai |tB ovn o@Paty, atue btt Fltb teas

aaziw J-Latts, @dErvtltTtg gtti.d'.Llae,s at.d E i@l@E dldxatad bll

fiA ar.d, td€,6tl.c.al eo dT.'.eat NEEP E oLld|aa lt f-be sar!.e ELood regloB.

44c.8.R. 562.23. ThE wo Piogze i.s LaEgeIy esdldded ft@ Btate

ittE E''aade tegl!TabToo, i.€. !o ''dxe 4tltuo?al oz PoIlcy fo

ewtovaJ.
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Vle xake sIjedif|a ascetttlorT xo the assettlo'. ot, EraQJa

fJ,ft'ees of tbe RBEto'x |'':idh ataxe,e ' "6 
ttare xold by, egFactl

tteaeo/atJ€,J- ebaX It hag be,et &e C@7ssloaet'e loagatatdLtg Poe!t!o4

(aL!,de befote 7990) &aX nto fedara! trLood ptcEl@8 a.Ee ea4tted,

fto4 Sta.te pz@l@ tal',ee W fedard'L l,d|,." (t'4rhadlg aqEtTted) ne

voal-d dLdriEl tbat 7t vas t!,a Loag exardLtg E o'lf,,ToB fraX EedEtel

/flood, L''B',ta!,de F.r.ed,r'E',a di.ractly vtt teeB aad eaoldalveLy

a.:trt - 4 axeted W t-h6 f,edetaJ. govez@4/'t a'e aa@Pt fi@ state

P.'€,,Il@ ta.''es a,,d sxaf,'a T!,a''j'a!'ae ,6eg'.laXLoa 6.rax tbe ggE i@aot'

cj'ar€e oE tbe V'.!.t€,d, ataXe9 co',seltutt-on e!.!.ce f-be EedetaJ-

goveu@8t d.i-d. ',ot att&oiLte tls Etates Eo Xn8, f-h!B P'ait of tbe

f,edo aI E rog?aa.

At titiex'.al an'ldtt fot c,ala,.1', yeaz 1997 tevaaled &at 25

oat of 27 .{.a5uta.!ce dcqta''l€s reE oztTtg EederaT flood :L'.anl.l.a'j<'e

pt@!.@a vtl1etea Lt neaX VL8gLa!.a Eald i,4.6r'za!.da PE@ia xazeg o4

tba fedareJ. flood, l'.a'r''a',c,e F.z@.7@8. oot TBxea,.,.l dtldl.t Eoard thae

only 93A,230.3? of 7997 taav'atlc,e pt€E.l@ ta.aes weFe !'of- dolleoted

fu@ tvo :Lla9rjI:alr,e c,o'qta!.l.6,'. ne have ao@!ced eEfoiee to oollaot

tbe d€'TT!,qE.eJax etata F.x€E.l@ Xa.',es oa tbe tvo cqras!6a vbTob

fatJ.ed, to FJ€y LnBi',lralaaa ttt@7@ ta8€6 .r,.a 7997 a4d er'b'aq4ezt caz

petiod.e .

tu tber, o'li 
'/:avl.ev 

:Lladl,aaxeB t}.at E!f,t€aB of tbe XweBtl-

aevett coryraalea rePozXTtg fed€,ral tCfO fload' Pr@!@B fot cale!.d86
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yeat 7997 y'€td &e o',e Pa'ae/at addlxTo',aJ- pt@78t taa. lbe Eeveta!

do4taja:Leg whLd,h Ea-ll.ad, to E ay Etate ll!,sn:Ea,ioe PE@!@ ta.8et ate

be,l!'g le'''ed, deUtqdeiX LettaEe for odtetaadTtg E t@7@ td.aea &e

fle ggate oE neet vl'gl',l'a. Tbe raago4 thst aoaa dddltLoaal tEaea

|'ete !;ola Pal.d t'a8 l!*aly &e to the EaoX tbag CA6 addlLToaal

E r@7@, ta.t reFrotXllag foa 
''aa 

r.oX @!dad to TDaaode tbe 4er Uae

f,oi fed€,!aJ. f:lood T'.a'nl?:a!r,a, sbTdb ETtet dE E,€'azed oD tbe 7997

attllfrAT sxaxtunt. Thls xa.a foa wj-l,f aeaded, fot yeax-ead 7999

tazaa s.ad. aubeeqaeax E €t|oda.

Add!.ty''o'.a!ly, ail''ce {',ca!,tToa of, the one E ezaezx trtoJ'la!'

evzabaEEg on fl-'fe abd, aae''alt!, jll491',ra!.de ltolTdiee la 7992, the

I,.9'j''a.',c,g c@lsslo'6x hl,a c,oJ.l.acxed. Lasee &e a,.det CbBE xer 33,

Azxle,]-e 3, geoXloa 33 otr &e nesx VTtgLtla code tot fedezal f,lood,

ll',g''''a!,c,eB p'€IE.1@a, 
',oXrr!&ata!.dt!,g 

ob'ootlo',B fE@ i.'.sdtexg ard

tbe Eede'dT ?Iood. AtuT4j.sttat.Lon.

wa eofui-x &at thl's offToa haa dollected t!.e tua]orlty oE

the sTlate l-ustlra.ao€ Ert@.1@ gased dtr€ oa &e ntlte-zorz'osB @zo)

fedaratlood, Lt2.sd:Eaace poLlolee |rltteD by lLasazaz,oe cqtaalee 7a

WeBe vligTtiB.

OB Page 75 of xhe P'e,J.Lz'i-r'a,t', D!aft, tbe I'eglglatL?€

A',d.l-tot 
',ohed. 

tb.sx -&e c@.L'a!-o'.ai giatxed !etu!.da ot atedlts to

doqta,.J.ee xhax r@t-xXed. xa'es EoE WO fedeta.T flood tr 8@l@8. " Oaz

t!t€''.nsJ- Err:dlx tevaa'Ied, thaa ao ''fdada we'.e te'qg'esxed oE gzaBted
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to :I',au,ze,zs fot P,'.ed,78 xBaes E8ld oB fedExaT lElood ltarlra'.de

P.t@,l@E &zlag d,aJ.a-,2-t !,as'e L996, 7997 oz 799e. xn addlLToB'

aJ-tbo'.gh &eze eay hava beea, aevetaT- d'/rad:Lta T''c'o'teatly eEeeted

Ltxo tba ac,oootxTt,g ta.a ey!t@. 7a 7997 a\d, 7998, f,oz Bevatal

.{asutd-ao6s ooryta.l.Les, t-heae dc4tan,1ee Dev,et alaTtued x!'a aredlt bt'

offBeXXltE lt agatb,ax Edtd'e Xa8, U&LIlty,, 4ot ba,e atry Bxaxe

E/'/','e,s b€E ieftded. OaE addodntlng zeoof have beeB cotieoted

f,o' 7997 ajad, x-998 li aJ-l LlaBtalaaaa wbere a a8edlx r.a'a e'j'ito'3e,ct|'.aly

eaXe'ed Ttxo tba addo7rtxil!,g etgt@ rr|i-i ,/-eeP ecte to fedEzaJ. flood

Ia.E dEarroe pr@!.@a.

fbe Rqtoit doe,a ',ot lr.dL.lete &at prLor to 7997'

doqtaaj.es ve'e ttoX 
':eqaiFad 

Xo seE 6'iae€l!y 'q)ott- tredeuaa ETood

Lasu.ra.ace pt@l@B on th6,7t aeat':toz!, fitE oi.a7 si-at@aata filad

vl-tb f-bi-s OEEi-ca. Ebe RaE ozX ttzovidEs oa page !4 thaX, "tledaaaary'

do.@eaXaXj.o0 vag ',ot avajl'able to e,etL@ata loet ea.a teveirtr'.e!' tot

yeaze prilot to o.al.e,',dzz yeaz 7997.d Ebl,E EtaX€dl€,ae aes@es that

f:ed€,raT flood Llnsl,l.aaoe P.t@1@a ve,ae esa:r'6dEd f,i@ tha ,raE otted

F!€@l@s. ne ba7e r'vl€',ed, ead,h !996 ll,.or:ta!'o'e P8@l@ tza zeXattB

foz &e J,',adta',ce c,c'4EtalnLaB whlab tg'totted, fede'laa Elood l'.an!a,.ce

E z@7tutg 7t 7997 a,,.d !99A. Evexy Ia.sg,'.a',oe dorytaa! ,ePozXed aad

E a,|d, l!.arjr.aj4oe pE@78 xa.ae,s o4 700& otr tha ad,or'ax xatr otXed zadEx

"ajj-led LL,,e,s' ot aa att aggtagate v'.|xe'Ls o'. tbe stat€ Page oE tbe

Aaa',al sta,x@ax.
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neex vLtgiai.a code 533-4-74 teqd'i-'eg TLdepead, J.tavreaa

file fl!5,tai-aJ. eeae@elaee aaao'dt.!.g to t-j.e NatLonaf. AaBooLaXloB

Iaavaa''de c@7e9l,o';eu9' fu''A4J. atae€E,€,Bt zssxzdotToza aad tbe

ltat.l,oral. ABsocl€tj-oa of Zr'Bvlra,,ae C@lsa:Loneza' ZadoEattag

Plaot,lae,a aJ'.d, Ptoc,e&Ee,a yIEl'd'g.T, aE @!'dad,. lfhes€ l,,attr'ot'lora

''e'e a@aad€,d, to reqaj.te fedezaJ. f,load, :I,ag'iart!'d'e pi@!.@E to be

aag!.egaX€d. a.!;d, taF orted, oa ll'.e 2.3' Eage 75 of &e at'.r'af.

atateJ,/lE t beglDDisg v'tb dala-.ta, yaaE 7997 atd, alX arJbaequ.ezt

y€,a,zs. !'lloi to 1997, Xhe 5rlovtx oE Eedezaa Elood j.'.ai'alaoe

pE@i.@B wtTtteB by ll,de!,sed T4satalaae oqtaEl.e,9 waa Eelroited aidai

AJ.!!ed, LL!,e,e oE aa att Agg:''egal.a WitXe-Za oa Xhe stat'e frage. VaTeaa

EF,€d'fic,a7ly eaal.E,dr,d oa ?ba pz@7@ e€'a EotuB ' lt ''la @sx llkeZy

Laoladad, as Eart of, the xoxaT ta.aable pr@l@a.

we a'e E t€'E a.tiagt s.a qrdat€ Xo oo,t ''r!.ttea ta.a prooedttea

to j.lnare fjoat laar''ar..,e pt@7@s taaeg oB fedetal ezo ood

:J'lgttaade vlu be tiEEIy dol.l,edted aa E e@ltte.d, t'&.dez f,ede aJ" J.ar

for 7999 a!Ld, al-l s?'bse'qaaBX yeaEs.

l'aL.].uie co DeDoslt lq the correot F\rad

Durlng flscat years 1998 and 199'l, elx Additional Flre

and Casualty Prenlum Tax receipts were deposlted lnLo Lhe lncortect

funds. Eive of these xeceipts !otaling $30,825.38 were lncorrece.l-y

deposleed into Lhe seate GenexaL Revenue Fund (0480) . The olher

xecelpt was for $498.00; of which $249.00 was deposlted lnto the
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Flre Protectlon Fund (7158) and $249.00 was deposiLed lnto the

feacher's ReLirernent Board Reserve Fund (2504).

Chapter 33, Artlcle 3, sectlon 14d of Lhe West VlrglnLa

code, as anended, whlch governs the AdditionaL Fire & casualty

Prenfum Tax, gtates in part:

Al-l- moneys collected from this
addltlonal- tax sha.l.l be recelved by the
conmissioner and paid by hlm lnto a speclal
account 1n th6 state treasuty' designated the
tlqnLdLt 6L p€asLoas a.!d ploteobLoa fuad. ."
(E4'ha6 j.6 aalded) .

Al-so we found one lnstance where 5450.13 reroltLed for

Flre Marsha.l- Taxes durlng flscal year L99l was erroneously

deposlted 1n the Insurance Comrnission Fund (7152) .

chapter 29, Atticle 3, sectlon 22 of the west Vlrgj-nla

Code, as amended, which governs the Flre Marshal Tax' states ln

". . . The money 9o roceived by the 9tale
lnsurance commlssloner shalL be paid by hln
into Lhe treasuly and cradited to the atat6
g€a6rs1 t6v6anre f,urd. ." (&Ithasta add€d).

These deposlt etlors deprived the state or the lntended

beneficiaries as designated by statute rnoneys due them. Accordlng

to agency pergonnel, the depositing errors were caused by elther

lncorrect receipt coding or from c.leticaL errors !,rhen checks were

enLored on the depo6lt ledgers. l{e were Lold the corxectlons were

made.
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We recomrnend the Insurance conEnisglonerts office conp.l-y

wlth Chapter 33, Article 3, Sectlon 14d and Chapter 29, Article 3,

seclion 22 of the West Virginia Code, as anended. AJ-so, we

recomnend the Commissionex's Office reconcil"e deposits to amounts

recorded in the agency's accountlng systen.

Aaeadvt e RegDouse

Ddzlag the XEo year E a'Tod do7.e'ed W t&ie Rettotx, a toXaT

of sevea eEiotB :LD a laEgely a.a','4aT dBta e,,iezy sltst@ "etXbet btl

llzooaeat 'ee€lpx dodLtg or froB dle,'.!.oa7 etiotBd veze dledoYe8ed.

Tbe ,lie'6ft€Etjve do&ai 6'elo',ie of, t:be ge''ea er'ozE wa'e aa follora:

$70.74; 929.o0; ?zd,.OO; 9450.7s; i490.00; 97,887.00; aad

928,779.24.

Ddtilg cbe At.d.le t e'.|od, &js oEfToe sBE'lBJIy Pjroaeeeed

EE ios!-@axeIy f2OA ,47777oD DoILsta !.t teveate atTd abodX 38'000

l,,B''Eajaoe E E@lB eaz. tet''r''a. T|!!e T',snta!.oe E t@7@ Xaa daca arXzt,

oaxo ebe ealafa@ aooo''atl!g Eltgx€@ ar,d tbe ad'd!-t fonoxloa aze

EE EaELIy paifoaed, W tuo eaz. au;dTt dl'atke. A sePa'aXe dats eat4t

t@ctj.on c,oEtoetas xha diaaXLo'n of, tbe dEE oalX ledgEt tor dBEoaTx of

th€ r€rease doj.le,ctlor's ltto ?ba 4E ZdE tlat€ sxsta tdrda. The

Da'f:rj. datz eatq, Ttto the d.BE osie Zedgez sE 
'ea&beeX ' 

ebadh

c,ontaT,,.s 2! eolws of B@Eic 7tao@BtLon, te E etf,o@ed' by' oef,!.ce

a.ggLat€.a,te.
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Wa baJ-Teve tba '''d,be8 of b@at etzoEe a,ad a@vaeB

T.aaolved, (!.e. 5 of tbe 7 etxoa' lf].ar]e le,aa i'haa 9500) are

l-@aXoELal. lfha doITaE @oEat 
'e/p'.eae4Xed 

bt, t&.a ettote eodate to

7/7OOtb oE o',a trrciaeat of, tlae total rg've!;'i'a aollaof.iona &zltq tbe

peaod of tle audj,t. oteual! thase bttttatt aztotB do aot TDdlaate

dj.s,reE€,'d, ot aodc4tl'1a'lde wleb f-hE Iav aad ve teaE e4tft!Ly teqdeex

thaX thLa tladTtg be sxrldkeD fios tlne E.zal ReiPoit. AddltIoaally,

eaoh, of tbe e7.e/t efoEe i-detXlf 7ed 7t tbe Aadi-t reEa pt4>t77

colt6at€d, so ao llixeDdEd, beaef,T.Jla'!,ea aE dae!.g4ated. W aeaXate

hate bee'4 depi!.ved oE moast a dne tb€d.

T',e R€,E ott oaite t-ha faat &at &e t€.a al'.dix oleikg la

t-be 
',o@.AI E eifo@E!,de of /r-he,li a':ditl-!'E tElctlonB regdlatly

d,Teaovez aDd. coEiact tbeae xyttE,g of b@Bn ezuots. The Rgltoux aJ-ao

@!.ta &ax s:heo, e','.o'.s are d,Lsoove'ad, a,ad, tezlf,lad, t:he aodoarxiaq

JrdoJrdB EElataTBed, bt, &,!6 Ageaoy aie ttE4rXly ooEzeated aad LnXet-

govei@eaXal t,':aE.efazg (IeIs) aze PEe/pa'ed tzaagfeEtiag tbe fro'lles

to tbe awtoE 'lata Btaxe govet@€'ae tr''.d.a.

il6 
'edog'.l-za 

th3t the ataaxlloa a'.d dEslgB oE aa aftEedxLva

ac'q{tatetJ/'ed d.JdoElaxiLlg sl,sx€s wJ-l.,. b'tjj,Lx t-,, erogs-o'beakg oozJ.d,

f'Ett',€,r l.qtrote cbe aoorll':€,6y of oo,t xaz. addodatil,.g teootda a'Jd

d€'E oai-t :"edge.x'. Ia &e z,€,a.ael4,a, te bave adde,d as addlt!.onaa

n€,id.aT a'rdlx F.'roc,e,d''Ee ta, tbe pteE at.at!,.oD of &e dettoslt ledgeEe to
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@a''ze tbax @oE tt9 a.ue ted,oudEd, Lt the aEE rc,p!Taxe d4roalx Le&et

aE te,d.d.aD.eet dol@a.

zn e,o!,'.loa:Loe, thl's AgeBdy does o4tly v:lxh chaPeer 33.

ArxJ'df,e 3, saatl.oa. 74d. s,ad, &.BE ter 29' A'tl.dLe 3, sedf,'ioa 22 of tbE

negt VLtgTti.a Code. aE tuetded. Eld,'x,€,E. Ee are :Lt tbe trt'ooeaa of

aj'ha'.dj,',g osE da,ta E :"oc,e,EsL!,g st'se€d vhToh 6.borrl.d faollLtaxe thE

ta.s a&!.,'.J'axaaxTo,: ayex@ aad !ed'g.oe l.-ha U*eJ,,Lhood of h@aB !.Blttx

etEot 7E X&;e fatd're.

E8€.oiaatLoa A.ssesdeat I'e€6

The Insurance comnlssionex's Office falled to collect

exaninatlon assessnent fees ftoro Accredited Rolnsuters. As a

resui.t, the State Genexal Revenue Fund (0480) and the Examlnatlon

Revo.Iv1ng Fund (?150) dld not receive approxj-'0ately $5'600.00 and

$L1'2OO.OO, xespectiveLy, in rovonues for fiscal years 199? and

1998. We ere told by an employee of the agency that due to an

oversight, Accredlted Reinsure!s have not been biLled for

Exaroinaelon Assessment Fees.

Chaptex 33, Artlc1e 4, Section L5a of lhe west Vlrglnla

Code, as amended, states in part:

^€ +his seccion, an
naoored.Lt€d re:Lasurer" i9 ono Hhich: . . (4)
Has fited vJith the appficatlon a cerLified
statenent that Lhe conpany subnit€ Lo the
examlnatlon authorlty granLed the comml"9sLone!
by section nine I533-2-9], articl-e tlto of this
chaptex and rL11 trsy af,.]. erc€.uilatl.oa dostd a.Dd
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f,e€6 as !6quLred by tbat 6eotl.oa.' (Eatthaeid
add€d, .

A.lso, the ConEnissioner's Off1ce is not col-l-ectlng

examlnat.ion asgessment fees owed by e1x Risk Retentlon Gtoups fot

f1scal yeaxs 1996, 799'l and 1998. Thls has rosulted In the state

General- Revenue Fund (0480) and the Examinatlon Revolvlng Fund

(7150) not recelving revenues totallng 53'850.00 and 57'?00.00,

respectlvely. l{e were unab.le to determlne the reaaon exa&inatlon

assessnent fees have not been coLLected frorn these groups.

Chapter 33, Artlcle 2, Sectlon 9(b) (2) of the West

Virginla Code, as amended, gtates in part:

""company" o! \'insurance company" neans any
person engaging in or proposing or attenPted
to engage ln any transaction or kind of
inaurance or surety buglness and any person or
group or pexsons who nay othexwise be subjedt
to the BdELaLstratl,ve ' ,.eguLetory or taaiag
authol1tl' of tbe oc@L66Lo!i'er, j.rioludLlg but
tlot lj-si.t€d to . rl6k leCoatLoa grioutr or
other reinsurer regardLess of the type
coverage wrltten . . " (qthasLs addsd') .

i{e recomnend the Insurance comlrigsloner's offlce conply

wlth ChapLor 33, Alt.Icle 4, Sectlon 15a and Chapter 33, Artlc]e 2,

Sectlon 9(b) (2) of the !{est Vlrginia Code, as anended. We also

reconmend the Offlce utltize the neans available through ChaPte!

14, Artic.te 1 of the West Vlrglnla Code to collect a1.l- Past due

examlnation assegglnent fees.

eoebavt a R.espo4aa
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'Ihe 
f,Irsx :Laade @dEE thllB seatioa of tbe R6Port coaoettE

t-he coJ.leati.oa oE Xbe a'.';'nal e.ttui-''axLoa asE eBgrrraat fea Ei@

A4,eFedited Rat!,sd.xe!la. ThE ReE ote aotiedtly T',dl-d,stee that ' !,.tl'or

eo 7999, tbJ's Age^6y ht,d Ta€,dvatxeatTy !,ox colleoted, the

Fa,-l iFxto'l a-a6e,6,644c/Bt f]e'e fro4 dddredited te:l,.9drers. AadEed!-xed

R€t-a.s!r!€rs are ,tot eqt'.eeely l-Tsf,,ed, as at n|t9'''|a!'d'e a4tasyn

a'',bleot Xo f-he e8@,Lbat,Loa a,eee,esrteat f6e DJad,e, Xbe PEorlaToBa oE

$lasx Vi-rgi.jaj.a CodE 533-2-9 (b) (2). Ehay are hovavet made aEbJeoX xo

tbe e,aaf,i.',a,X!-oa ass€ssa€lt fe€,s E d,ag''.att xo naBX vlrgTtia code

533-4-x'a(a) (4) . ne re,9lt€,cttoJ-Iy s''tui.e th,x !.t wae aB orete!-ght

to 
',oX 

ar.ltEal-Iy aaa(,99 t!,e ezami',atToa aaaealj@E rx fed oa t&.eaa

',e'vly dte,abed eztTtles as thsy !.aoe.:Lted ad.Jradj-xed aeaf,i,.g la WeEt

Vlzgtti.a. Ie ahod,Td be ',oted &dt ovez 99& of, tbe 6,zal'ln4tLoB

assessaaat f,ee,a &e fz@ T!.atzar.oe d,qtatll'es fraE aoXLaotad &zlag

tbe Pezlod, of t}.j's L,eglalatLva AadtX.

T',e Ezal'ilaaXl"oa ttaeeeo-nE E€e &e ;taly 7, 7999' hag bae'r

doll6,dted, fi@ eac,b of xbe 78 A.coredited loLasdt€ts awioved to

qP€,'aee Lb nest VLrgLti.a. Oa oE befote 'JtJy 7, 7995, tbete wete ao

A.dtedtXad .R€tr.gur€rs a9ptoaed 7b Wesx VLrglDla. rha fLve (5)

eable!.ee havtag A.,aredlt€,d R€.1,lstttets Btat'lB oa Jdfy I, 7996, tbe

st.s. (6) oD JaAy L, 7997, at,d &e d'l.a.xe,et (16) oa 'raly 7' 7998' b.ava

e,aoh b€€'a foaaJ-Iy 
',oXi.ft 

ed, thaX t!,a 97,050 ea€d.7tae7oa t6ee h€'9 '.ot
b€,€'a E dld, tEot t}.o'e Etl'ot petToda. ?al.L'',Ee xo i@lt tha oztaeaadl-tg
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eardlLaatLoa d,ssaa!'r€|at feeB vos\d, dougt1tsxe E''.ov!'ds EoE ,eYoaatloa

of aa aB8@tng r.dltteazez' E acot.edl-tatlo' dgatus. see w.va. code

S33-4-15a (b) .

T!.e gacoad, laaEe aoade',.td Xbe coLlect!.oB of t!€

eaE|Ettatton s'ss€'se.eae fee,' fto4 xLak xateatl,oB gzoqrs. lbe

esdmj'r.aXi.oa feea al|.a eolTedxed, aa'to'..Uy fE@ che aaJozLey of tha

thitty regtsteted tlek r.at€,,+-los gtoqs a7EtboaT'ed eo do boslaeae

7D We,eX Vt 'gL''j.a. Eaoh 
'.ea, 

eeveta] o:E f-beee Elak teteat,i-on gioqta

t€fq.sa to E ay the e8adL!.atLoa fea cltTtg f,edera.J- P'e-e'4ttl"oa leaaea

ot staxe J'av leelaee. Ateea a@'o'la ,l.d"s l,atgets Eotz Rl-ak

RateaeToa Gxolg[ra Li eaoh yedt 
'/:e.f','ged 

to Pay tbe ea€El,daxr'oa

aa9e9ffiAnt jiee &e foi 7996, 7997 ar,d 7999. th€,ae '78k ret'ettlon

gzoqte bave bee,n iefezrad to IEgaJ- Di.776l'on for doLleoXTot oE tbe

DeJ.t!.qc,et eae!.aat!oa astsGts@6tX fees foi 7996. 7997 aad 799e.

Rj-6'k Rete'tLoa GtoDrte are enf,,j,-tles aFeated Em'al'.asx to

fe,d€.as'l L€r''. lba r'Labj.fltry' Rlsk Ret€Deio! tux of, 79e6 (tI'Ela) 
'

PubT!.a L8v 7993, &a'te, 40' !.a tha feda aJ. etatae vbl-ah

estab]'tehe' t.lla authorl,ty of Che ahstte,rtlag seat'e xo tegvTaxe tbe

f,oaattoA and, ope aXtoq of tlsk xetetxlo[ ELotlEs. T:!.e I'RRA PFov'.d4e

gEae':aXly Xhat !T6'k tetaaXlLoa grqte ate eadEltx E @, f-be laee oE

'.oa-ohata€,'ed, 
ataXes, ttlxh a ltst of eac,e,E tToEa fhax dell-EiX xhe

t ovezs retaT!'ed by, xbe Btates. ?edataJ. Law algat-floazx7y xeBtEldXa

tbe state l'.a''.t6.!.c,e xegalatloq oE r.oa-abazte'e.d rj.gk 'eXetx|o'j
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groEtrs. se€ 15 u.g.c. 53902; eee also tf.Ve. Co& 533-32-9. fbete

redain sj.gaLfj.oaat untesoLyed f,ederal and stat€ legal j.aaueg

whethet lfegt Vj.!gj.aj.a Da'y aEEeBE the e8asj..latLoa aBBesEG€at fee oa

Risk Reteltj.oa cioqpF not dhart€red j.! tJrLs 6tat6.

EbJ's Ageady bs.g be,e]a. dtTTga!t Lt tbe ooTTeoxloa of tbe

ea5@7',at!.oa aae€,6.@€a,t fe€ ftotu 
':.be 

tuore f-ha,. oaa f-botaaad tvo

b''!!dze,d, ar,il flttt, L,,a'dzatae cqtdties a',bJeat to the fee.

Suroha.rae colleoti.oti8

In conformlty with the ldest Virglnla Code' the Insurance

Premlum Suxcharge Report forrn developed by the Insurance

Conmissioner'€ Offlce insttucts companles to Raport and renit one-

percent of prenrum collecllons for flre and casually lnsutance

pollcies. Howeve!, the comnl€sioner's Offlce audits surcharqes

renllted by insulance conpanles based on one-percent of pranluns

vtritten by insurance companies instead of premiums col-l-ected. When

surcharges renltted are less than the Corunissioner's Offlce audited

ahounts' the Offlce bills the company for the dlfference.

chapter 33, Artlcle 3, sectlon 33 of the t{est Vlrglnla

Code, as amended, states in part:

"(a)For the purpose of provldlng additlonal-
revenue fo! vo.lunteer and part volunteer fire
deparhenls' certain retlred teachets and the
Leacher's relixenent reserve fund, thexe is
hereby authorlzed and imposed on and after the
first day of JuIy, one thousand nlne hundred
ninety two' on the pollcyholder of any flre
and casualty insurance poLlcy, a poliGtf
aulohalg€ 6que]. to oae P€roeat of gloEs dj-teot



where

pr@ir.aE patd ry tlbe poliq'bo].d€r f o! each
such policy...." (@ raeLa eddedl .

During fisca.l- yeaxs 199? and 1998' lJe noted L5 instances

the Insurance ColGm-ssloner's Offlce biLled insurance

conpanies a EotaL of 55,'748.42 for suxcharges in excess of amounls

xeported by the conpany on theix surcharge report form. By

projecting the resu.l-ts of our tesL to the entire populatj.on of

surcharge co.l-.]-ections, excess bl11ings are approxi-nately $22, 000. 00

fo! Lhe two years tested.

We recorcnend the Insurance Commi€slonex'9 Office compl-y

with Chapeer 33, Article 3, sectlon 33 of the West Virginia Code'

as anended.

iLoeaov' e ReaEoaae

lfhls ae,ctiloB of e},a Repo'l- PZovLd€,a t&ag n.. .we aotad lS

T!.gt€.!.dee vhc'':e tbe ?j,.sdl.aad,e cotuLsalo'lg,z blll-ed Tzsvzaaae

d4raaTes a tots.T of €5,74a.42 fou sr''.ahauge,e 'lot 
at'e&'o'Tzed, btl

Btatve. Btf pioJeatl4g tbe ,ea''l.eB ot o'nz teaX Xo t-be erxtte

E otr lTaXloa of Bdaahatge c,o7J.e,oxlo',B, 
''E.an'i.l.ott 

zed bt DtngE are

atE 'oajaataly 922'OOO.OO toi thE Xto t'aa'a tesXad. n Ehla aeotLoa

oE ebe R€IE otx do6! !.ox E jly daacr!.be flae Tggvas !.avolved vltb

doJ'ledtToa of tbe orLe freBaeldt FEjfdyho:.de, s'','ohaliEa oE esPf'€'l,a fr'

t!.e dE,dLts E etfo ed byr xbj's offtde aaa bsaed qtoa ot e"E'exaeax oE

',et 
pE@.L@a vzll-teB Eot ElEe l,,su,'a'.oe dnd oaaualty l!.a1[!aade

poZLotes.
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Tb,e an',dl-tg Eetfo d, bt, &i.e offlde Daoogdl1e ebe gioae

P.'€@7@ doJ-Tedted @'6t,s re,qlll.t.ed b!, neBt v!.l'gc.4ja code 533-3-33

xo ba te'Eort'ed, on &e z!,Bd,zE!,de gi@l8 slrdhacg:e Rg.E ottiag Eo@ xo

&a 
'.ee E i@.78 ''''fxXeB @o@ta :Iae''zaze aza teqo'Tted to rettoit oa

th€.i,r a.!|.uaj' E!.aaaa!.al atat@eat bt, gre,gt vttglsia coita 533-4-74.

lhis 7s the oaLy audlX F.tooeee avall&Ie Xo f-b!.a offlde oX&'eE &aa

pb!,at-da77y a-Frln{ng f-ha booke aad 
'eao'dB 

of eao'b lToezead,

proE ertt, aJad daaE.a]-ty T'.arll'e.t. If, &a 
'e,aoEatl'Tatloa 

T!.dldat€'e ehax

tba aqtaty x€F oteed a glEoes daoEBL oa tj.€ g''to},azge fo@ leao l'haa

tha '.ax @''/ax 
'.eE 

otted on ltB a'.Du,aT f t',..a,.cial Btat€aatt t ebe

oqtaty te bl'Jl-ed for i..},e dl-afe'.e!oe. 
'ba 

cqE !, aay the.4 e4rlal.B

thy t-he gzoss amoazf- le Ieee thal. tbe '.et &ot'at oE E@!L tbe

@uf.s b!77ed,. If tbe do4taa!, provLdEe a vtLLtet euPlaestToa of

flA dL':fetetaa, t-ha attdlted @alat la ''ot oolleot'ed. ne ata Dot

a1Faj'e oE aty ao4taal-ee r,hl-c'h haye z@jittad' s'jl'o&azge @od'ltg 
'ioX

da€ the Stat€. fbt-e FadxToo of tha R€lpott doee !'ox I',adToahe thax

aE FtroaLn.ate,:.y 926 EinLoa doTTar' of sal'ohaEga vao oollaated &rLag

tbe tvo yeazs f,eef,ed, r,oi f-hat &e P.aoJeoted "sadtbotlzed" aEot'txs

5.ue aqaaJ. Xo J.eaB 1'h'; g oue hEndredtha of oaa E,€,!.ae/at of tha total

adtohazge @oaaes oolleoeed,.

ta.a colleotLoag

The Insurance corunlssioner's offlce 19 collectlng

excess lines, and rlsk retention taxes fxom Rlgk
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Purchaslng croups. However, we {ere unabl-e to find any statuEoxy

authority thaL pernitsthe coflection of these taxoa. Accordlng Lo

the conEnlssloner's Offlca recelpt ledgels' at least S62,000.00 !,as

col-l-ected from Rlsk Purchaslng croups durlng flscal years 199? and

1998. We were unable to determine the toLal amount coll-ec!ed

durlng the perlod due to the Offlce's method of recordlng sone Risk

Purchaslng croup receipts.

chapte! 33, Artlcle 32, sectlon 2 of the llest Vlrginla

Coda, as amended, states ln part:

". . (J) "Purchasing group" means any group
lthlch: (1) has as one of 1Ls purpoass Lhe
trl:!<iha6e of U.abtlttl' iDsqtaloe on a group
bas1s, (2) Purchases such lnsurance only for
its group nembexs and only Lo covex thelr
slnlLar or related llabI1Ity exposure, . . ."
(Eqrha6 j.6 aald6d) .

The Insurance Comn"issioner's Off1ce xequlres Risk

Purchasing Groups registered to conduct buslness in West Vlrglnla

to flLe a StatetlenL of Prer&iums and Taxes by Placer0ent Fonn. Th13

Statemont lnstructs purchaslng gxoups Lo pay taxes on promlums

wrilten for its group nenbers lf they are awate taxes have not been

pald by Lhe Insurance colopany, excess l-lnes broker, rlsk retentlon

group, or any other sourcet from whoro lnsurance coverage ls

obta lned.

We were toLd by an agency ernpLoyee that tax coLLectlons

roade from Rlsk Puxchasing croups are roade as a "catch all". To

explaln furLho!, the purpose of these collec!lons i5 to prevent the
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avoldance of tax for those entltleg providing lnsurance coverage

for these groups.

A-Lso, diroctions for compl-eting tax returns €taLe that

inguranco colnpanles are to apply tax xates to those prenliu!19

wlltten 1n West Virg.r-nIa. However, the vlest Virglnla code requlres

lhat tax !ates be appliod to premiums coll-ected by lnsutance

companles. A.lthough taxes computed by an lnsurer using each roethod

would llke.Iy result in dlfferences, wo were unable Lo determlne the

amount of these differences slnce tax forms filed i{lth the

lnsurance cotrunl-sslonex do not show prenium collections-

Chapter 33, Artic.Ie 3, sectlon L4, as amended, of tha

',lest 
Vlrginia Code states in par!:

". . . Such lnsurer €hall also . . . nake a
premlum tax return fo! the prevlous calendat
year, on a form prescribed by lhe comnLssionet
showlng !he 9r<)6s amount of dlrect pre!01uns
(whether deslgnated as a prenlum or by some
other name) oo].leot€d a|ld leoelv€d by it
durlng the prevlous calendar year . . . and
compute the amount of prenlum tax chargeab.le
to it in accordance with lhe provislons of
this articLe' " (qrbasLs added).

chapter 33' Artlc]e 3, section 14a of the t{est vlrginia

Code, as amended, states in part:

". . . there ls h6r6by Levied and imposed, in
addltlon to the taxes lmposed by aectlon
fourteen tS33-3-14I of thls a!t1cJ-e, an
addltlonal prenlum t.ax equal" !o one percent of
such gross dlrect premiuns . . . Except as
otherwise provlded in this gectlon, aJ.].

IrlovigioaE of thj.6 attl.dLe re].at:lag to tJr€
I6vy, tqrodLtLoa ald oo1.].eotj.oD of tJle !€gqla!
ple@rLu8 ta8 Bhall be atrrpJ.Loable to tbe levy '



Lapositioa a|ld oo].l.eotioa of, audh addl.tl.oDal
ta8. ." (EophasLs added).

chapte! 33, Article 3, sectton 14d of the west virginla

sLate Code, as amended, states in part:

". . . there is hereby Levied and imposed. . .
an additional prenium tax equal to one pelcent
of glosE dire6t pr€E:lrr.8 oolleoted,
(Edlrhasj.s added) -

W6 reco(unend the Tnsurance commissioner's Office cornply

with Chapter 33, Article 32, sectlon 2 and Chapter 33, Axticle 3,

sectlons lA, !4a, and 14d of the West Vlrginia code, as amended.

Aaeaav'e RegDo!ae

I:he Etrae !.aane i.t tbl,s aootToa of tbe RaPoit la tbe

ELbdLsg tba,x a(qha lr'B'l'6,',ce co@7qB|oler i.s collectLag E t@a@,

e'].E,ss J-l4es aDd rlsk tat€'atLoa taaes f,E@ gllsk Pazohselng Gzoqta.

Bo'F]eve, re r€te drable xo ftad, aqt etstntoz! aalhoElt!, th,at

paaj.ts tbe doTTedXLon of theae taaea.'

Ead4,!,al- Law all,ose R:Lek PaEohaaTtg GtoEIra Xo ttrodaae

jlo.srqzalola cova'.agea :Eou nesE vl-tgLu,la tu@beEa f,x@ !4Bnra'noe

e,'t,l-eies &.ot ltc,e,.,9ed ox taglBXeted .l! thls stat'e. The Riak

Pr'.j6cl.E,tag etoqt staX@eat of Pt@l@a aad lazea vaB deteToPad bt'

xhj's offLce l8 dB dttqtX to ba7e Ri:ts.k P'drd,ba,g[,ag etod! B oollaot

a!,d. t@ie tle gas€8 du€ tbe stsce of neet vLaglala Er@ 'dtlloe,oged
ox |glregLsxeted aLtitLea fz@ tthl.db thE g'o'EE wae Pzoddi!5g

i.rr.sEltarroe foE lXe nest vLt$l''rl€ ,a@beta.

A !.ev fo8 ellL be develc,Ped. ar.d 
'/:equ,l,te 

t&'a Ri-ek



Prr.]:c.ha'l!lg G!.o8p to 
'.elto!x 

oBTy 7ta p'.@,1@ voL@E a,.d t&.e a@e of

tbe Taaattbg eatLt7, to &7s offlca. rhl'a Offlde elu- develoE

alXeE!.Eg.l?.e pBoaed':'"e,e xo att€4t1- to doLLecX tasea &a t!€ gtale

ftom, vrJ.!.d,et!ad, eael+'l.€,9 wbLdb ee].T il',so,'alaoe to t-ha Eest vlrglal-a

Etubete olE Rtg.k Purabastlg GtoqtE.

the daaorld lasrre l..u &!B ge,oxToo of &6 RsE ozx l-e tbe

do',c,llEsLoa &ax statee , nAleo, dlteatlor,G tot oqtletlag xaz

xetdrl'.s state f.bax i'.at,lralr,e c,c4taaLe,a a'.e to sFE ly eas zatea to

thoE,a E t@t@B ntTtte,[ 7i neax vitgial-a. Eoge'e,t' tbe neax vlzElaia

code ze,qD.t,|.6,' f,'bax the ts.s tatee ba ag:pJ.l.ed xo E r@!@B oolTecxed,

W Taa''ra,,c,e doryta!.l.ag. Altbo7Egb x6'se,a a4tnted by' BB L'larlrez dalag

eaeb @tbod, vou.ld 7!*eLy uesd,lx La dl-ffeta'.aes, we veEe '-FhJe to

date i',e tbe allov4x of tbeaa d!.ff,]e/ta'.oee eLaae taa, fosB E!-!e slcb

fte l!.aazaaee c@as,sTonet do ',ot ahog E t@7@ aoTTedtloaa. z

ne teallza ebax theze E,By ba s@aat{oa7 d!-ffe'ead,ee

betveen tbe sxax'ttory La!.gaaga a',d thg T,,E d'aad'e s(jctovttf,'ltg

TaagaagE 
'lx!.I!.zed 

oa &a ta.a 
'/:atrll'itt9. 

ne aaaett ho9eYez tbae tbeie

ls r,o d.j-fJ:er:e'.c,e beevaaa &e x5,8 @E ts aolTeaeed a'ld tbax

TJaX€'lld€,d xo be c,ollecXed by tbe I€,gls1at'lze vbea the atatutoxy

tdllgr,alge t*€d rr-ltte.a. T!.e accosacTtg PtsoX:lqes antd proaa&tee

tdtlLJ'Eed. to develop the d@atta ,rg,E ozt.ad o9 t&.e ta.a ieb''zna a'e

xaqdt-red, by, neBx VlEgt-ete coda 533-4-74 ar.d, ate taJ-j.ed lEroa by aU



etaxe,g :f;hj'dh J-ettt tat''jalac6 pt@!@ tE8€,e to detaa:taa tbelz

L,,a'dza,nr,e pr€{E!@ taa bd,se. ne wll.! teeaa'ob f.!.e effeoxs oE

M-,et,g f-be E r@7@ taa Eo@B xo ''ej'l,l,''e 
tha atatldtoxlt Taagtage.

Itau.o€aEed Esoass Ll-ae BlokelE

we found excess Line lnsurance policies wlth an

approxlnate prellli.um cost of $230'000.00 were obtalned chrough

unl-icensed 6xc6ss line brokers. According Lo documenls we

examined, at least eight poticies were procured by unllcensed

brokers with inltla.l- effective dates of the policies ranglng fron

ApriI L, L99{ through .lun6 L, 199?.

Chapter 33, Artlcte 12' Section L0 of the west Vlrginla

Code states ln part:

"A!ly portlon or al-.1 of an insulance covelage
again€t Ioss or daltnage to properly or pergon
from any cause which cannoL be procured fron
Licensed insurers, r,thich covetages are
hereinafter designated as*excess 1lne," may be
Procured from unllcensed insurers subject to
lhe following conditions:

(a) tbe j.lEuta!'oe $ust b€ Prooured oaly
througb a Lioegsed etoess :.:La€ btoke!. . . ."
(EElrbasLs added) .

The Insurance Corfinissioner's office does not have a

procedure of identifying unl-icensed excess 1lne brokers conducting

buslness in Lhis State. Ae a resul-t, we are unable to detarlline

the ext.ene of policies procurod by unlicensed excess Line brokers

and, consequentl-y, Lhe losses due to uncollected excess llnes Lax.

I{e recorunend Lhe Insurance comni-ssloner's office conply

with Chapter 33, ArtlcLe L2' Seclion 10 of the Wost Virglnla Code.
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Ageadvt a ReapoBae

lEhia seotToa of t:he R€'t ott !.r.di.aaeee th.ae t-''gztal.ae 7e

obtat-!.ed. ft@ rj,.TTc,a'.aed o8caee J.L',e btokate. Tt Ltdiastad that

tbla o€flde doea noa- baYe Pto",edll.Ee to Tde,ati-fy' wllloeg'Bed eace'ae

It De b'okere azd, ':eo@Eade 
thaX fj,l-a Ogflae detelaP sd'db a

E rod,ed,Ize.

O!,e 
'.'oc,e&Ea 

th!.a Offlce baB d1-777'ed eo ldatXLfy

u&.laeased. ezaeee I:lae bzokatB vaE tb€ Rldl PdzohBalng GtoW

gf,€g€t!€lt oE P'c|'a!@B ead, xaaee. tle v77L oo't,lsa,e to tt!.l!.ze tJ3e

ter Rl,sft PzzahEslDg eto';E P!@7@ VoI@E F.gtrtor.f'Ta.g Eo -

Wa rlt! deYelatt a !€tt audi t E rod'e,d''ta thax st-ll i-deatfry

dL7 v'.J'toe!oed. T'.su''ajdaa o,.'qta!.j,as f-hat 
'.e'E 

ott Pt@i@a ELeeet t5

thg staf'e. l'''qdj-t 's ei.l! be r.ada to 
'.eqde,'x 

TdantLfidatloa ot aEll

€xoesa ljl!6 bt.okea9 rre!7|r.ed, by tbeee d4ta'Tee Ln t}'e plaoaeat of

th-l,s bu.dlaess,

B€t oDd l'-b€'aa ao+-:Lo,.a, thl.a Offiae doe,s not 9ee att' otbex

vay otr !.daatLq lag gl'.TTc,e''s€,d ez.:€,'g 1.!L,.e btoketa erAeboax eDAa@€'et

of

Erroueorrs Taa credi.t

one insurance company was erxoneously given a rax credit

of 522'O84.AO during flscal- year 1998. An agency empLoyee staLed

the credit Has recorded ln error and the nlsLake lras probabfy an

laoLated lnstance.

chapter 33, Article 3, section 15 of Lhe l{esL virglnla
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Code, as amended, states ln part3

"(a)Evexy life insurer Lransactlng insurance
in west virglnla shall nake a retutn to the
connlssloner annually on a forn prescribed by
the commlsslona!, on or before Lhe flrst day
of March' under Lhe oath of lLs presldent or
secretary' of Lhe gross amount of annuley
considerations collected and recelved by it
durlng che previous caLendar . . . AII the
taxes recelved bv the comraissloner shai.l be
pald lnto the insuxance Lax fund . . ."

I/Je recomrnend the Insuxance comrnisgloner's offlco comply

wlth Chapter 33, Artr-c.l-e 3, Section 15 of the West Virglnia Code as

ar-nendad. Also, we recorunend the accounLlng records of the

corGnissloner be adJusted Lo refl-ect lhe ploper anount due from the

insurer.

Adaadvt e Reapo!.ge

ne agree vlth tbe Et-adiag that ltav'e,z

eatot2Eodsly glven a tas. c,xadlt of 822,084. O0 &Et'ag fieaaJ. yeau

7998." nt-th 
'e,ap 

aae Xo th.La Battet, no taa d'edJ.e ras d'TaL'gd by

the tt|8Eret a!,d, &e'.a had baaa ao EeftDd Lagued blt Lhta oftr7ae. lhe

Agea6y's ac,c,oEf-i4g 
'edorda 

bava beet adJ''Bxed to 
'l.toPe,tly 

tefleox

f-ha @oE X oE a!,llrity ta.',es te/E oteed, atd, &e ftoB the Tter''eE EoE

7997.

VFE/a c,o'.tL'4'laXToa of ar 6tioE, lX 7s otz prooedaze Xo

ptqtely €,d'naX tbe aaoouEXT''g Eeaorde eo zefleot t,re proPaz @tt,at

oE tas.es da,e fx@ at t!.an'.ae,i. A vrl.-+.ea PFoaed',l'e baB beeE adoE ted

tbat befor.e a Xa.t dledlt gteaeei that S5O0 dat ba e,iXered lBto t}'e
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aaoo'daXT,g s!tst6r4, tha tBa e,Eedlt @Et be ae/p a'aXely tevLeved a^d

a'i1eJ.oi:l.ed. 7t srltftg by' t-&'e 1!d,.s A''.dleot cTeEk SqtewIeoE. xa

add!.t'Loo. 7t ls on' esxabJ.le!'ed ptod'ed,qte thaX aa!, t6fE,d, of sxaxe

T'.BrEza!'ae p!.€@,7tu ea',e,a oz Eeea @.sx be aat&.otlzed la vzltibg W

fj.e fa8 ArJ.dJ-x cleik sttr exvleot.

w6 bef,,',e?e 1*Et a sl!'gle lgo].ated laoLdeax 7E aox

jldj.oaxtva of !on-dorytl-Lat.4e at,d, re t€,sF e,o1-f':l,Xlt tdqrraet t!.ax the

i!f,etebt'e f-hax we do aot cqtlyt vlfb n.Va. coda 533-3-75 ba

sx'.Tc,ket EE@ tbo ReE ort. lhl's AgEBdt' aqtUes vt eh ChaE t'et 33 '
A'f.:LdIe 3, Seaeloa 75 of, the lf,e'ot Vlrgltla Codo.

Failure to I'ollors PqlobadLnq R€aulatioaa

During .tuty f, f996 Lhrough January 18, 1999, the

Insurance Coru[issioner's Offlco avoided the DeparLment of

Adllinistratlon's bld requirements on lL occasions by spLl!tlng

purchaseg exceeding 91r000.00 each anong two o-r mor€t involceg.

These 11 purchases totaled S22,713.60. Also' during the same

perlod, lhe Commissioner's Offlce failed to have the requlred bid

docurnentatlon for three purchases exceeding $1,000.00 each. These

Lhree purchases totaled $7, 621.69.

section 6.1.2 of the Deparcment of AdminlsLta tion' s

Agency Purchasing Manua] states in part:
tr1,001 co 95,000: A rdninum of !hree (3)
verbal bids shaLL be obtained when posslbfe.
Docuhent and record all bids fot pubLlc
record...."
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cornpetitive blddlng is the foundatlon of publ-ic

purchasing for State agencles. This Process provldes for the

determination of the best buy for the needed comnodlly or servlce.

We were told by an agency enPloyee that thele were tlmes

when purchases were spJ-it on ttro or more lnvoices 1f the purchases

exceeded $1,000.00. The enployee also sLated lhat the agency

soroetimes attempted to sollclt blds but only one vendor provlded

Lhe servLce or corulodlty. Howeve!, no documentation was made

avaiLabl-e to us lndicaelng the vendors supP.Lylng the conmodlties or

services noted above were sole souxce providers.

I{e reconmend the Insurance Commissioner's office conply

Lrith Sections 6.f .2, 6.1.1 and 7.5 of the Depaxtment of

Adnlnlstration' s Agency Purchasing Manual.

iAoeaag'a Reeponae

Ehe tlist Taar.a addr'aged, c'o'6ae'/Bg sE IiXXTtg PrJrd'h€'gea on

el@veja (77) oe,c,a.8lort9 a@ag tvo ot 
'1olre 

|B?o|aaa. TbLa E Eaatiaa hEB

be,e/n d!.adonf'iB1'€,d slad,e 
',oXlfloatTo,, 

by, tbe E.''.dtXota erlag the

a''di-t &at thjLe rle 
'''oX 

aD, aEE toE 'Late E taaelaa.

Eha 6,eoo'.d, Ls8l.e note' that t-hta ageaoy fdlJ-ad Xo have

tbe reEdl-ted, bld doo@eatati-oa foi t}.lr:e,e (3) ,ruadhaBea ead'eedlag

97,000 aaob. IE Ls t'!Froa'!.bta fo, us eo add,t.eea xbl,s aBehet sl,.oa

tbe t&te€ stte,c,ta a l!,gtar.ces bave nevai beea E oT'.ted odt to ataEf.

lla c.an',.,ot E'.€,qalvooaJ-J-y d€,'it, ot coefLa tbat- ve do tot baae &e

r.eqrJ,J.'ed, bt-d. doo'u€]'j:att oa w&,ea ve doB'X ktor ta whlab ,taed'noee
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ehe ajd,dlto s refe,!. AE E ''oaLE.Bxely 
e!.qhttt (80) bidg r'E'jrle dorre Eoz

&e J',eaL.,d, of, LLnE a.d.dl.tad' 
'he 

faot that blil doa@atatt-o,- ras

p'es'eably DoX foad Zoz oeay tJoE6a Lj49ta!!oe,a or,.t of elghqt 7a

Offia,.rF .l.e.

Danaeat Bafore Sergio€g Were R€adered

According to the Insurance commissloner's offlce'

Elnployee AtLendance Reports (tiroe recotds) fo! flscaL yeats 1997

and 1998' 3? etnpLoyees ltere pald for 192 hours that wete not worked

nor were Lhe eroployeeg on approved Leavo or hollday time. The cost

to the corlmlss-r-oner' s Office in salarles and benefits for thls tL:oe

was approxlnateLy s3,200.00 and s200.00 for flscal yeaxs 199? and

1998, respecrlvely, for a total approxlmate cosL of 53'400.00.

Chapter 12, ArtlcLe 3, SecLlon 13 of the I'[ost Virglnla

code, as amended, states:

"No money shall be drawn frorn the Lreasury to
pay the sa.lary of any officer or empLoyee
before his servlces have been rendeted.z

Accordlng Lo an agency enployee, all but tltenty hours of

lhe paid time off was granted by t.he CollEnisslonor as a glft so

empl-oyees could hava elLher all day off the day before chtlstnas ot

all day off the day before New Yoar's Day wlthout chatglng annual

or slck leave. The enptoyee added that all enp.Loyees of lhe

Insurance Comnissl-oner's Offlce received this glft' however' no!

every gectlon of tho Offlce xecolded Lhls tlne on their EmPloyee

Attendance Reports. Our calculations lncl-ude onl-y those hours

doculnented.
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Also, we wer6 told Lhat 12 hours of thle paid tlne off

was worked and was docunented lncorrectly on the Employee

Attendance Reports. The employee added the remalnlng elght hours

should have been charged to the approprlate ernpl-oyees' annuaL

Leave.

We reco(unend the Inaurance Corunlssioner's offlce coloply

t{lth Chapter 12, Artlcle 3, SecLlon 13 of the tJest Vlrglnla Code'

as amended.

Aaetc-vt B P€ap,o!.se

86gar.dT.ag t-hl,s !.atteE, ve aEE,'.ec!.ated e're anrdt tote

bittgtDg to og.r axxe!xi.oa &at th.Ls 7B ',ot boBolrad W Btate lav.
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INDEPENDENT AI'DITORS' OPDIION

fhe Jolnt comnlttee on Governnenl and Finance:

we have audlted Lhe statement of cash recelpts' dlsbursetnents and
changes in cash balance of t'he Insurance Conmlgsloner of l{estl
vltglnla for Lhe yeare ended June 30, 1998 and 'June 30' 1997. The
flnancial statenent ls the responslbll-tty of the rnanagenen! of the
Insurance cor.migsloner of tJest v1rginIa. Our responsiblllLy 19 to
express an oplnion on lho flnanclaL slaeelnent based on our audIt.

!{e conducted our audlt 1n accordance wlth generalLy accepted
audlting standards. Thoso standards require that we pl-an and
perforrn the audit to obtain reaaonabLe asgurance about whether the
flnanclaL statenent is free of loaterlal r0lgstateraenL. An audlt
Includeg examlnlng, on a test ba91s, evidence supportlng t.he
amounts and disclosutes in the financlaL statenent. Au audlt also
l-nci-udes aasesslng the accounting prlnciplee used and signlflcant
estlnates nade by managenen!' a9 lJeL l- a9 evaluating the overall
financial gtaeement presentatlon. We beLlove that our audit
provldes a reasonabl-e ba€1s for our oplnlon.

As descrlbed 1n Note A, the financlaf statement ldas prepared on the
cash bagls of accounting, whtch ls a comprehenslve basis of
accountlng other than generally accepted accounting prlnclPLes.

In our oplnlon, t.he financlaL statenent referred Lo above ptesents
falrty' 1n atI material respects, ehe revenues collected and
expenses pald of Lhe lnsurance Commls9loner of WesL Virglnla for
lhe years ended Juno 30, 1998 and June 30, f991 on the bases of
accountlng ln Note A.

our audit was conducLed for the pulpose of formlng an oplnlon on
the baslc flnancial statenent taken as a whole. The suPplemental
LnfomaLion is presented for purposes of addltlonal analysls and is
noL a roqlr1r6d paxt of the baslc flnanclal staLement.
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Such lnforrnat.lon has been sublected Lo the audltlng proceduroa
appLled ln the audlt of the baslc flnanclal gtaler0ent and' In our
oplnlon, 1s falr]y stated ln all naeetlal respects In re]atlon to
the baslc flnancla.l- statellent taken as a whole.

Respecelvely submitted,

June 1, 1999

Audltors: Ethelbert Scott, Jr.,
StanLey D. tynch' CPA,
Pecer .J. Marulsh, cPA
Noah E, cochran, CPA
Rhonda L. combs

,a//.,&.1XJ/r-'61)/ 'tied/drd L. shank.Lln, cPA' Dlrector
teqlK1atlve Post Audtt Dlvlslon

Actlng Supervlsor
Audl tor-1n-charge
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rNtflrRAt[cE corl4l ssro![ER oa

STA:rEMENT Ot' CAI'E REGIPTS,

NND CEENGES IN CAAE

WEST VXRGINTA

DISBURSEUBIIS

BAI,AI|CE

Casb ReoeLtrta:
tre€s, L:Lo€Dses and otbe! IaooBo

DL6buls4a-tE:
Pelsoaal. gergl-o€s
Abnual lDo!@eat
qt].oyee B€|lefits
Cu!!ea! E8lreDaea
R€t €'j.rs a.Bd ALt€tatLo8a
EqqipEeat
otber E trsor.r{ na,Il
DLElstt!6oia-tB

cs,Fh ReoeLptB Ove! DL8[tEtama-td

BegtlDtlg Ba].aaoe

llla.DBfers to gtate G€aetal.
Reveaue Euld

Eadj.ag Bs].aDoe

Not'ea Xo Ei.,J.a!'oLa'T staXe'aeaeg

Yea! Esd€d Juae 30,
1998 L997

84,924,7L6.35 94,seo,AA2.34

L,692 ,410 .25
26,7OO.OO

5O9 ,173.24
765,357. 05

a ,967 .45
190,020. 39

0.00
3 ,L93.2AA.37

! ,63L ,42A . OL

4 ,3AA ,65L . 02

(1,397,149.00!

94.-5.z!_._93_9--q3

L ,7 40 ,64A .3r
25,sO4.03

4A5 ,467 .32
764,197 .90

3 ,596.35
L39,609.29

7,372.42
3 ,166 ,99s.62

1",4L3,AA6.72

4,OL7,426.30

(1 ,086, 662.00)

94,-44.5saJL

g€€
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Not€ A - A6oou8ti.!.9' Po].ioies

Accountlng Method: The cash basls of accounttng 1s fo]Iowed.
Therefore, certaln revenue and rel-ated a€sets ara recognlzed when
recelved rather than when earned, and certain expenses are
lecognlzed when paid raLhor Lhan when !he obllgatlon ls lncurred.
AccordlngLy, the flnanclaI statement 1s not lntended to present:
flnancla.l- positlon and results of operations 1n conformity wlth
genoralLy accepted accounlrlng princlples.

![oteB-PoasioaPlaa

Al-l- el-Iglble ernployees are nembers of the west vlrginia Publlc
Enployees' Retlxenent Syaton. Ernpl-oyees' contrlbuLions are 4.58 of
thelr annual compensatlon and empLoyeos have vested rlghes under
certaln clrcumstances. The Insurance cordnl99loner of West Vlrglnla
matches contrlbutlons at 9.5E of the collpensatlon on whlch the
ernployees rnade contrlbutions. The Insutance Corudssloner of l{est
virglnla penslon exponditures were as fol-l-ows:

XNSI'RAIICE COIIMISSIOI{ER OE IIEET I'IRGNTIA

NOTES TO EIMIICI}E SIIa:IEM4IIS

Y€ar E|rded Juse 30.
1998 L997

sL62. arr.94 s_152-,_9_L-1-,-1 3

Not€ c - co].].66tLoa Aooouat€

The Office of the Tnsurance ColEtrissloner of West Vlrginla 1s
asslgned varlous col-l-ectlon accounts whLch act as conduits to renlt
collections Lo the State General Revenue Fund. Th6 amounts
dlsclosed below exclude remlttances to the Examlnatlon Revolvlng
Fund Transf6r Account (nrnd '7f5A-A26) and In€uxance cornnisslon Furd
Txansfer Account (Fund '1152-426) lrhich were disclosed 1n the baslc
flnancial- statenent:

Year Epded Juae 30.

1998 1997Itr!.d
Nrsb€r

0480-508

0480-530

0480-574

0480-584

Illad ltaae

Ingurance Tax

Examlnatlon Fees

Flre Marshalf fax

s69,695,!16.52
438,450.00

804,563.49

5't a ,345, 646 .'13

425,550.00

782,392.96

Flnes and Penalries 37.305.00 253'900.00

TOTATS
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ALso' the Offlce of the Insurance Colonls91oner of West Vlrglnla 15
asslgned several accounts for the purpose of renletlng certaln
oth6r coLLectlons to the Slate Treasurer'9 Offlce for varlous
purposes. The amounts of collections In thesa accounts In the
years ended June 30, L998 and June 30' L997, rospectlvely wete ae
f o.l-l-ows: Munlclpat Penglon & Protectlon 18 Fire & Gas Tax Fund Fund
(7155-540) - $I4,291 ,392.64 and S14,?31,456.37,' Flre Protectlon
Fund (ltnd 7158-640) - 56,'165,639.09 a d $6,9L7,I2'1 .49i and, Flre
Insurance - 18 surcharge - Ctaarlng Furd (Fund 7160-640) - S0.00
and S0.00. The amounts dlsbursed fron these accounts ln the years
ended Juno 30, L998 and June 30, 1991 , respectlvely were as
fo11ow9: Munlclpal Penslon 6 Protectlon lE Flre 6 Gas Tax Fund
(Fund 7155-640) - 536,8a0,'132.62 and 5L3,399,522.L9t Flre
Protect.lon Fund (Fund 7158-640) - 910,268'639.08 and 96,666,584.90t
and, F.fro Insuranco - 18 Surcharge - Cleatlng Fund (Fund 1L60-640J
- 90.00 and $8'87L.91. The remalnlng balance of the accounts ae of
,lune 30, 1998 and June 30, 199?, respectlveLy, were as fol-j-ows:
MunlclpaL Penslon & Protectlon LE Flre & Gas Tax Fund (Fund 7155-
640) - S1?,564.79 and. 522'520,904.19t Flre Ptotectlon Fund (Fund
?158-640) - S6,750.07 and S3,509750.07; and, Flre Inaurance - 1g
surcharge - cLearlng Fund (Fund 7160-640) - $4,954.?6 and
s6,911 .81,.
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XIIST'RAIICE C@MISSIOIIER Ot, EES:r VIRGINIA

STASB@TTS OF ATPROPRIAJIIONS AIID E:EPENDIrORES

SPECxAxl REVENI'E

E aal-naLLoE R€volyi.aq nrad -
PelEoaa:. geiLoes Eupd 7150-001

A^hr^hr{.f{^no

E v^6h.{i l-'rF6a.

PelsonaI S6rvlces

g€a! Epded itu!,e 30,
1998 L997

s409,390.00 s409,390.00

225 , rBA .OA

184,210.00

$f_8,21-0--0-q

240.968.16
168,42r.84

0.00

sts3._44-34

TransrnlttaLe Pald After June 30

Balance

Transmlttals Pald After June 30

Balance

E8a&L.aati.oa Revolvbd trund -
Aoan:al xad!@€at nrad ?150-004

ahnr^hr{.ts{^na

Expendl!u!es:
Annual Increment

I 350.00 I 300.00

350 .00

s 350.00

300.00
0.00

s_________0--0!
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I![$'RNNCE CCI'UISSIONER OF TIESI IrIRGIIIIA

EAA:TEMENAE OA ATPROPRT TIONS .ETCD EI?ENDIET'RES

SPECXE3 REVBIgE

Eaarinatl.oa Revo].el8(r n:ad -
Eap].ovee Beaafi.ts fuad 7150-010

Ahhr^nri.f{ ^nq

Exp6ndltures:
Ernp.l-oyee Benefits

TrangrnlttaLs Pald After June 30

Ba L anco

EaaailatioD Revolvi.aar Fupd -
ttpo].adsi.fl.ed, Fead ?150-099

!h^r^hr I 5+ i ^ho

Ev^ah.{ I i- rr 16a.

arrrrahi'Ev^AncAc

Repalrs and ALteratlons
Equipment

Transnlttal-s Pald After .Iune 30:
Current Expenges
Repal!s and Alterations

:ear Erld€d itutre 30.
1998 1997

s 9 9,54 9.00 9100,930.00

9313,500.00 $313,500.00

50, 733 .31
4 8, 815. 69

r, 695 .29

s__5_a,5l0--9-g

100,549.60
71.00

14,406.00
---l-l-L]JZ-P!911.

r98,413.40

2,129 .90
14.406.00
17, 135.90

9215,_0!_9- r_q

45, r31 .7r

r , 662 . 4'7

s-ts,_1_99-59

rr1 , ao9 .48
310.00

15.823.'16
r33 ,543 .24
119,956.'t6

5,42r.'79
310.00

BaLance
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INI'I'RAI{CE COM!4ISSIONER OE FEST VIRGiIISIA

SrligEUENE OA CASE RECEIPTS 
'ND 

DISBURSEIIENTS

Eral-aatl.on R€volvLlq Fq!'d -
Traasferg I'uad 7150-426

cash Recelpts

Beglnning Balance

Endlng Ba Lance

s510,0?2.00 s467,662.00

Disbuxsements:
Transfers to state GeneraL

Revenue Fund 510.072.00 467.662.00

0.00 0. 00

SPECI.BT, BEVENT'E

Year Eld€d tq!€ 30,
1998 L997

-)v-



II{SDRAIICE CCSAdISSXOITER OF EESE \rIRGNIIA

gEAl'Et{EI{E OF CASE RECEIPId AIID DISSRIIE!.{ENTS

c$sE coNtRor, - FUND 7150-640

E3aEi-Bation Reyolei-pq tr'lrrd

Ra^l nn{ h^ F! l ah^6.

State Treasu!y

cash Recelpts:

Llcenses and Incomo

TOTAI CASH TO ACCOUNT FOR

Dlsbu!seeents:
Personal servlces
Annual fncremen!
Eropl-oyee BenefiEs

Repairs and Altoratlons
Equlpeent
Transfers to State G€neraJ-

Revenue Fund

Add Transrolttafs Pald JuIy 1-31
Beglnnlng; and (Less) Trans!0ittals
Pald July 1-31 Endlng I

E&ployee Beneflts
(Erlpfoyee Beneflts)

Repairs and A]terat.lons
(Repal-rs and Al-teratlons)
Equ.lpmont
(EquIpnent )

Ending Balance:
State Treasury

TOTAI CASH ACCOUNTED FOR

Yasr Ended ilu!€ 30,
L99B 1997

s 69,42s.29 s103, 197.15

87s,450.00

9944.8'13.29

s225, 180.00
0 .00

s0,733.31
r.00,s49.60

?1.00
1"4,406.0O

901,011.91

r, 662.4'7
11,695.291
5, 42L .'7 9

t2t'729.90)
310.00

0.00
0.00

{ 14, 4 06.00 )

r 11, 436.93 )

889,5?4.98

s2.4.4,3L3.29

856.2s0,00

9959,447.15

5240,964.76
300.00

s5,192.49
1r7,409.48

310.00
15 t 423 .'7 6

46r,662.04
892,266.29

328 .38
(1,662.41)
4,823.45

(5, A21-.79)
0. 00

(310.00)
0 .00

___J2,2!2.8)
890,023.86

69 . 423 .29

s959.4A1 .15
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INSI'RAIISE COUUISSIOI{ER OA WEST \rIRGIIIIA

ETA:TET'ENIDS OE ATPROPNIEXTONS .END EE?ENDIEI'RES

SPECIAI, NEYENI'E

Coasua€r Adrtooat€ l\rad, -
Persoqal gervio€s E\rad 7151-001

Ahhr^h r { -+ 4 
^hd

Evhah^ I f,' raa .

Persona.l services

iear hd€d Juae 30,
1998 L997

s197,180.00 s73,500.00

Tlans(Lit'tals Pald After June 30

Bal- ance

49,814 .'19
74't,3O5.2r

s147,305.21

51,910.00
21,590.00

0.00

s21,590.00

CoaBr.l|lar Advooate l\:pd -
Appua]. tadr@€qt EuEd 7151-004

n^^F^hrl:rl^Fq

Expendltures 3

Annua1 Inclement

s 45o.oo $ 450.00

fransmlt.eals

Balance

Paid After June 30

4 0 0.00 200.00
50.00 250.00
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INSI'RENCE CO!'!,IISSIONEN, OF HEST \rIR6INIA

STEFE!'ENTS OF APPROPRT*TIONS AND E8?ENDITURES

EPECIAG REVENT'E

coasqrler Advooage tr.qad -
E8lt].oye€ Beaafj.ts fuad 7151-010

lnnr^nri.l-i ^na

Evhah.litrrrAa.
Elmployee Beneflts

tea! Ead€d iturao 30,
1998 1997

I 29,226.00

Tlansmlt!a1s Pald After June 30

Balance

16,r48.92
51,152.08

842 .63

s 57.994,11,

13,436.22
15,'t89.14

5'7 7 .63

s 16,36'1 .41

Coasueer Adgooata SuDd -
UadJ.essitri€d Etnd 7151-099

Expendltures:

Repairg and A]Lerations
Equlproen L

$199,537 .00 s117,s21.00

T!ansnltta Ls

Balance

Pald After June 30

3?, 531 . 14

1, 017 . 50
29,11r.24
6'7 .'119.88

r3r,8r1 .r2

32,'72'7 .t 3

s1s4,_5!4,25

22, A29 .82
0.00
0.00

22,429 .82
95,091.18

6,096.00

$l_0-L_1_8LLg
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INAI'RA}ICE CCEII{ISAIoI|ER OF ITEAT g:NGDSTA

SE ITI{EI{T OF CESE RECEI'CIIS AND DISERSI@NTS

cegs coNlTot - ForD ?151-640

ges! Ended Jule 30,
1998 199?

Conataer AdYodate Furd

Beglnning Balance I

SEate Treasury

Cash RecelptsI
Transfer frolo fund ?152

TOTAT CASH TO ACCOUNT FOR

Disburseloents i
PgrsonaL Servlces
Anhua] Increnent
Fh^1^t,a6

Current Expenses
Repalrs and ALteratlons
Eguiploent

Add TransEit.raLs Paid JuIy 1-31
Beglnnlngi and (Less) TransEltLaIs
Pald July 1-3L Ending:

Fnhl ^uaa F6hafl ra

(Enptoyee Beneflts )

Current Expenses
(Current Expenses)
Ropalrs and AlLeraEions
(Repa1ls and AlteratloEs)
EqulploenL
( Equ 1ploen t )

End1ng Bal-ance:
State TreaSury

TOTA.L CASH ACCOIJNTED FOR

s 22,002.56

---!-4!J-P2P-:-Y-!Z

sf41,-092,-56 911-3,-521-!l

s 49,874.'79
400.00

1.6,148.92
37, s31.14
1,017.50

29 , 111 .24
134,143.59

5'7'7.63
(842.63)

6, 096. 00

0 .00
(1,017.s0)

0.00
t28,013.64)
(26.496.73 )

101,24'1 .46

39,?55.10

s 51,910.00
200.00

13, a36.22
22,429.82

0. 00
0.00

a1 ,9'7 6.0 4

(5?7.63)
10,L50.90
(6,096.00)

0. 00
0.00
0. 00

3,542.95
91,s18.99

22,OO2.56

-63-
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XI[SI'RBI[@ COI4MTESIONER OT BEST IrIROIIIIA

ST,ATB@ITS OT' ATPROPRIA:IIONS AND EI"ENDI:cUAES

SPECI.A! REVENI'E

Iasurqnd€ co!@La6Loa Fuld -
PelBoaaf,. gereLoeE nrpd 7152-001

a^^r^hr { :+ { ^he

Expondltures:
PergonaL Services

Year lirad€d ftttre 30 '
1998 L991

s1,581,988.00 91,581,988.00

Transn-lttals Pald After .lune 30

Balance

1.418,015.46
163,9'12.54

s____Ls4,S12.SA

t. aa1 ,110.15
r3a,21,1 .85

0.00

s-__134.21L_91

ttrsursao€ co!@i6sio|i Flrnd -
Anuqal. Iao!.e@at Euad 7152-004

lhh r^^ts I i+ { 
^ha

Fvh6h.{ { l- !r 16a.

Annua1 Increment.

After ,lune 30

26,300.00
3,550.00

s 3. 650.00

s 28, 150.00

25. 004 .03
3, L45.9'7

0.00

s____ J._1_41=92

s 29,950.00

Txansnittals Pald

Ba l- ance
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XNSI'RDN@ @MMTEETONER OS I{EST \,iIRONI'IA

gtA:TE!@TEg OA APPROPRTNITONS AND T8?ENDITSAES

SPECIAI. REVEIIOA

IaEur6no€ c@is6Lo8 truad -
b].oyee Be!,ef Lts t\tad 7152-010

Ahh '^hr i .+ I ^ha

EvhAh.ll f rr 16a.

Fhhl ^u66 A6naFi ra

Transnlttals Pald After June 30

BaLance

xll€ura.Ede Co!@L6aLoB Flrnd-
uaol.assLf,Led nrad 7152-099

Ah^'^hr { r+ { ^ha

Expendltures:

Repalrs and Al-teratlons
Equlpnent
Oth6r Extraordinary Disbureenonts

TransmitLals Paid After June 30:
arrrrahf Eehah aaa

Repalrs and Alteratlong
Egulpnent

Ba.Lance

Yea.r Eadad ilune 30,
1999 r997

$4 98,7 65 .00

4A2,486.64
56,218 .36

It,ouJ.z>

s 73,881.65

434,41'l .62
138,798.38

18.305.48

9151;10_3-_8_6

s928,300.00

620,891 .25
8, 630.85

296,590 .20

926, rrA.30
2, rar.'74

54,428.9r
3,2L4 . Lo

176, 460 .49
173,703.50

91lL_9_8!,2!

$8s2,900.00

623,9'78 .73
6,166 .05

116, 054 .33
7 .3't2 .42

154.r10.93
98 t129 . O'7

55,256.21
3, 169 .'74
8 '7 93 .A'7

61 .2r9.04
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II{SURAI{CE COMMIAgIONM, OF IIESIT \,iIRGIII'XA

SE, TEUENT OT APPROPRUITIONS AND EI"ENDTTURES

SPECIAI. BSYENI'E

iear Ead€d .'une 30,
1998 L997

ClaL:6s A.r6Lrst tli6 state -
Fuad 7152-319

Ah^r^hr{rr{^hq

Fwhan.{ { frr16c

93,803.58

0.00
3,803.58

s3, 803.58

93,I03.58

3,803.58

9_3._8_0_3.1-E

Transnlttals PaId After June

Balance

30
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IIISUNENCE COIMISSIONER OI' IIESll \rIRGIIIIA

SlrAf,IEMENl! OE CASE RECEtrPIS END DISBI'RIIEMEN]TS

SPECI}E REVENT'E

Iasuranoe c(i@L66ioa, nrad -
Traagfels t\:pd, 7152-425

Cash Recelpts

Dlsbuxsements:
Txansfers to slate General

Revenue Fund
Transferg to conslrmer Advocate Fund
- Fund 7151- 64 0

Beglnnlng BaLance

Ending Balance

Year Epded itu!€ 30'
1998 !997

s72s,000.00sr,0r2,011 .oo

881,077.00

125, 000.00
r,o72.01'1 .00

0.00

s_____-------0--og

625,000.00

100,000.00
?25.000.00

0.00

s 0.00
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INSURAITCE CCIA{ISAIO{R OI' INEST VIIOIIIIA

SIATEMENT OT CASE SEGTPIA AND DTSF'R8EUENTS

cAaE co{:rRor. - llND ?152-660

Ysar Eld€d ,tuna 30.
1998 1997

Lp.Eura'tlos C@iLaaioa t\rnd

Beginning Balance:
State Treasury

cash Recelpts:
Olher CoIlectlona, Feea,
Licensos and Incorne

TOTAI, CASH TO ACCOI'NT FOR

Dlabu!s6r!6n!s:
Peraona.L Sorvlces
AnnuaL lncred€nt
hployee Beneflt6

Ropa.lrs and A-1tela!lons
Egulptnenl
oth€r Entraordinary Dlsbura6!0ents
Trangfers to State General

Revenue Fund
Transfera to Ibnd 7151

Add Trananllta]s Paid JuIy 1-31
Beginnlngt and (Less) Transnltla]a Pald
JuIy 1-3L F,ndlng:
Pergonal S6rvices

hployee Ben€fIts

Curr€nl Htpenses

Ropalrs and A-I!ora!ions
(Repalra and ALterations)
Equiploenl
(Equlpnent)

Endlng B€]ance:
State Treasury

TOTAI CASH ACCOUNTED ['OR

s4,253,225.r'l $3, 900,70? . 60

3,949,266.38

99-292,t9L55

91,418,015.46
26,300.00

A42,446.64
620,891 .25

8, 630.85
296,590.20

0.00

88?, 077. 00

125,000. 00

3,A24,991 .40

3.'t24.632.34

s7.625.339.94

9r,4A1,'l't0.r5
25, 004 .03

434, Ar7 .62
623,918 . 13

6,766.45
116, 054 .33

't,3'12.42

625,000.00
100,000.00

0.00
( 600. 00 )

18,305.{8
lr'1 , 603.29)
55,256.21

154,028.9r)
3,169 .10

( 3, 214 . 10)
8, ?93.07

__Jf,15,-!59.49)
rL06,3e2.2't)

3,718,615.13

4.4A3.976.42

sa . 202 , A91 .55

0.00
0.00

7,912.rL
(18,305.48)
52,180.14

155,256.21)
0.00

(3,169.70)
76,524.21

-----J3,.1j,3..94)
tLa.2A'1.96)

3,3't2,L14.11

4.253.225.r1

s1.625.339.94
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T, Thedford t. shanklln' CPA, Dlrector of Lhe Leglsfatlve

Post Audlt Dlvle1on, do heleby certlfy tha! the xeport of audlt

appended hereto was nade under my dlroction and supervlsion, under

the provisions of the ldest Vlr91n1a Code, Chapler 4' AtLLcIe 2, aa

amended, and that Lhe same Is a true and corxect copy of sald report.

clven under my hand thls /flort "r &/4za,t , 1-sss.

STEXE OI EEST \rIRGIIf!A

OTI"I(:E OI' TEE IrEGTS',A:TIVE AI'DITOR, TO I[IT:

,r/.
'Thed

Leg
CPA, Dltector

Audlt Dlvl61on

Copy forwarded to the Secretary of the Departnent of

Admlnistration to be filed as a pub]Ic record. coples fontarded to

the Secxeeary of the Departr0ent of Tax and Revenuei Offlce of the

lnsurance Cordoissioner of liest Vllglnlai Governor; ALtorney General;

and, State Audltor.

rd sharikltn ''sl-atLve Post
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