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INSUMNCE COMMISSIONER OF I',IEST VIRGINIA

EXIT CONFERENCE

He held an exlt conference on June 12, 1987 'rtth the Deputy

Insurance Cormlssioner and all flndings 8nd r€connnendatlons

were revlewed and discussed. TIe above offictal's responses

are lncluded in ltalics ln the sumnary of Findlngs' Recofii-

mendatlons ond ResDonses and after our recoronendatlons ln the

General Remarks sectlons of this r€port.



INSURANCE COMMISSIONER OF HEST VIRGINIA

IMRODUCTION

'the Office of the Insurance Conmissioner lras flrst established by the

Leglslature 1n '1887, ulth the state Audltor narEd as ex offlcto comlssioner' The

Offlce l{as malntalned as one of the functtons of the State Auditor's offlce untll

1947 when the Leglslatur€, by speclal act, established the offlce of the Insurance

Conmtssloner as a separate department of State government, and the Comnlssloner ls

to be appotnted by the Governor wlth the consent and approval of the Senate'

The dutles of the Insurance Commtssloner ar€ set forth tn Chapter 33 of

the Hest Virllnla Code and tnclude the folloYJlng: to vlslt donestlc lnsurers at

least once each lhree years and thortughly examtne lts flnanclal condltlons' rnethods

of doing buslness, and ascertaln whether lt is complylng with all la$s and regula-

tlons of thls State; to pronulgate and adopt such rules and regulatlons relatlng

to lnsurers as are necessary to dlscharge hls dutles' exerclse hls powers' ano

effectuate the provlslons of Chapter 33; to protect and safeguard the lnterests of

pollcyholders and the publlc of thls State; and, to take deposltions' subpoena wlt-

nesses, conduct hearlngs or investlgatlons' and compel those l,{ltnesses to attend

these hearlngs.
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INSUMNCE COMMISSIONER OF HEST VIRGINIA

ADI4INISTRATI]/E OFFICERS AND STAFF

Conrnl ss loners

Fred E. Hrl ght

Handley c. Clark (Actlng)

Richard G. ShalY . .

0!her Admlnlstratlve offlcers and Staff

.... February 21, 1985 - Present

January 15, 1985 - February 20' 1985

. . July 1, 1977 - January '14' 1985

Hanley C. Clark

Cheryl L. Davls

Deborah Grubb .

John Roberts . .

l,{anda Smith . .

- .. DePutY Comllssloner

. General counsel

. . . Dlrector of Flnanclal Condltlons

Dlrector of Rates 8nd Fonns

Di rector of Consumer servlce
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INSUMNCE COWI SSIONER OF IIEST

SUI4MARY OF FINDINGS, RECOMMENDATIONS

AREAS OF NONCOMPLIANCE

VIRGIN IA

AND RESPONSES

Annual Pr€mlum Tax - Excess Llne Brckers

1. l{e noted the Insurance CorTmllssloner dld not prorate pr€mlum taxes charged

excess Ilne brokers between the proper accounts.

!,ie r€comEnd the Comnlssloner transfer $698,808.84 from the Insurance Tax

Account (6160-81) to the Muntcipal Penslons and Prctectlon Fund Account

(8018-09 ).

ae wift aftQrat tt conv!4 uifh thia a!.d.it azcttu'etdaaLon' (See pages 11-12')

Possible Prenlum Tax overcharge

2. l,le noted a posslble overcharge tn the assessment of the additlonal premiun

tax for flr€ and casualty lnsurance poltcles. The Insurance Connnissloner

estlmates the overcharge may have tltaled apprcxlnately $1'382'000'00 be-

lween January i, 1982 and December 31, 1984. our exanlnatlon indlcates

the $1,382,000.00 flgur€ nay be too conservatlve.

H€ recomr€nd the Comnlssioner request the Attorney General revlew the

assessment of the addlttonal ftre and casualty lnsurance prenlum tax to

ascertaln whether refunds or credtts are due. If r€funds or credlts are

due, we r€cormend the Insurance conmtssloner identlfy the companles due

refunds as 
"{ell 

as quantlfy such refunds.

ue witz trube ,Le6u]/dA a^ dz.g u.2. ,La4uaated. ([b response to request for

Attorney General's Optnlon.) (See pages 13-17.)
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Posslble {Jnderpayment of Prenlum Tax

3. It appears sone companles may have underpald the addltional ftre and

casualty insurance prenlum tax durlng the calendar years 1983-1985'

l.le r€comnend the Colrrnissloner comply wlth Chapter 33' Artlcle 3' sedton

14d(a) of the Hest Vlrginla Code and contlnue efforts to collect any

unpald additlonai flr€ and casualty lnsurance prenlun taxes'

AJz dt noa hNe. su;(6ii-i2!'t puL6onw.t- to e.xofira a12 ar'nr'LoL ato'tQrQ'nb '

He,Jove , wz ui.l2 tLz-ulnblz tJwaz awunl ,tttonenta notld ln thz atdl't

ltudi"ng. (see pages 17- 18. )

Tlfl€Iy Paynent of Prenlm Taxes

4. l{e noted several lnsurance conpantes uho apparently pald the premlun

tax and addlttonal pr€rnlun tax tn one annual paynent rather than ln

quarterly Installments.

lle r€conriend the ComnlssiorEr conply with Chapter 33, Artlcle 3' Section

1& of the Hest Vlrglnia Code, as amended.

!,Jz h.avo auLetdri itip^oltlzll.ad fld't ulnif rc.cororBt'lol)-on. (See page 19' )

D€postt of Recel pts

5. It appears fees and taxes collected by the Insurance Conmlssloner uere

not always deposlted wlth the state Treasurer wlthln 24 hours of

recel pt.

l,{e reconrnend the Insurance comnlssloner comply Hlth Chapter '12' Article

2, Sectton 2 of the Hest Virglnla Code' as anended'

a)z hzve aDa.al4 lttptherrQn thi^ tuni, tecowwda*i'on' (see page 20')
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Dtsposal of Records

6. I,le noted varlous records such as ledgers' telephone

statenents for a local bank account wer€ apparently

agency and t'ler€ not avallable for audlt.

He reconnnend the conmisstoner comply l'Ilth Chapter 5'

bt I l lngs

dlsposed

and bank

of by the

Artlcle 8, sectlon

17 of the West Vtrglnla Code.

Ue witl etW2U wlth t .6 au. 't tlQrofiratdttlt'1. (See pages 20-22')

Deduction Authorlzatlons

7. l,le noted exemptlon declaratlons (H-4 forms), savlngs bonds deductlon

fonns, credit unlon deductlons and other mtscellaneous deductlon

authorlzattons could not be located for all employees'

l{e r€cormend the Comnlsstoner comply vtth sectlon 203-4 of Rules and

Regulatlons for l'4lnlrun Hage and Maxlmum Hours standards for Employees'

Ilz have al@td4 tnhail 6&'p6 to Lttr4l4 wlfh th''lA at'di't atrcmntdohion'

(see page 22. )

Examiners' AnnuaI Leave Not Prtperly Approved

8. Durlng our r€vlew of annual leave for exanlners' we could not locate

written documentatlon apprcvtng the annual leave taken durlng the audlt

Der100.

lle r€connnend the Cor,mlssloner requlr€ enployees to comply ulth appllcable

rules and r€gulatlons.

ud. h.avz ahltdg cotvlaed util,h ttLU atnil '1ecnvatd4t-itn' 
(see page 23')
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Inventory

9. l,le noted the lnsurance Comlsstoner apparently did not ftle an annual ln-

ventory durtng each year of the audlt perlod utth the l,lest Virglnla State

Agency for Surplus PrcPertY.

He recom'0end the conmlssloner conply Hlth Chapter 5A' Artlcle 3' Sectlon

42 of the liest Vlrglnla Code.

uz Le ns,/) ,in cowdlnaz wi'th flria ottdiz nuonnennaai-on. (See pages 23-24' )

Expendltur€s for Books

10. l,le noted ln our examlnatlon of the Current Expense Account (6160-01)'

the Insurance cofintsstoner made expendltures for books totallng $809'70

tn flscal year 1985 and $151.34 tn ftscal year 1984 utillzlng Line Item

O2O - Office Expenses. It appears books, lnctud!ng dlctlonartes' Y{ould

be prop€rly classifled as an expendlture fron ihe EqulplEnt Account

(6160-03), Llne Iten 077.

lle r€coflnnend the Cofirlssloner conply rlth Chapter 5, Arttcle 1A' Sectlon

4, subsectlons (2) and (3) of the I'lest Vlrglnla code'

lle atle nsn 'iJ cofioL.i .Le wtall thi,^ ottdlJ trpcsnfistntr)t ?. (see page 24')

Cash Advances

11. Ue noted cash advances app€r€ntly l{ere not alHays settled wlthln 30 days

of the last day of travel pald from the partlcular advance.

l.le recomnend the Comnlssloner comply lrlth the Governor's Travel Regulattons

regardlng the seltlEnent of cash advances.

llv ahL nol) tn ctwlitfiL ulth tlLta au J necornad'ation' (See pages 24-25')
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INTERML CONTROLS AND ACCOUNTING SYSTE4

Examlners' Llvlng Expenses

12. He noted that examiners are not requlred to subntt r€celpts for hotel

lodglng tf they are paid the per dlem allowance- I'llthout recelpt for

lodgtng He do not have sufflcient docu[Fntatton to verlfy the examiner

l{as entltled to the oer dle|T] allolrance on a particular day, especlally

weekends.

He r€conmend ]odgtng recdlpts be requlr€d to support per dien allolsances

pald to lnsurance examlners.

0lo do ntt 0gh22 ulth ahia aJrn ir (tnn'tug. $ee pages 26-27.)
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INSUMNCE CoMlr4lSSIoNER 0F HEST VIRGINIA

GENEML REMRKS

INTRODUCTION

l,le have conDleled a flnanclsl and compllance audlt of the Insurance Con-

nlssionerofl,{estVlrginia.lheaudltcoveredtheperlodJuly'l'1977through

June 30, 1985.

GENEML REVENUE ACCOUNTS

All exD€ndltures required for the general operatlon of the offlce of the

lnsurance cotnnlssloner of Hest vlrginla lll|er€ r08de from the folioHlng accounts:

Nunber Descrlpt lon

6160-00 . .... Personal servlces
6160-01 . ....CurrentExpenses
6160-03. .... Equlpment

The lnsurance Conmlssloner of l'lest Virglnla malntalned the followlng

general revenue accounts durlng the audlt period for the collectlon of varlous fees:

Nunber Descriptlon

6160-80 ' ' ' ' [38irot, fron fees collected; transferr€d
to State General Revenue Fund.

6160-81 . . . illiiii!"r*il alr taxes collected excepr
fire inarshal 8nd addltlonal taxes; trans-
ferred to State G€neral Revenue Fund.

6160-83 ' " " lllEtfi!']il'Tiir" rarsnar taxi transrerred
to State General Revenue Fund.

SPECIAL REVENUE ACCOUNTS

Durlng the audlt perlod' the Insurance Cormlssloner of Hest Vlrclnla

nalntalned the folloHlng speclal revenue accounts. Tlese accounts represent funds

dertved fron speclflc sources or used to flnance speclflc actlvltles as requlred

by lali or admintstrative regulatlons. Funds are deposlted wlth the State Treasurer

in the folloHing sp€cl8l r€venue accounts:
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Nunber

8018-06.

Bor8-17. ....l!::fii:ili,l,'3i,!iiill3'r,vrlcontrnsenr.
iuni-iccouni (1240-06); for hearlngs deallng
wiln- eqrlaltty'of lnsurance regardless of
sex.

FEDEML REVENUE SHARING FUNDS

Descriptlon

Comnlssion Exam Revolvlng Fund

E"i'ninitton fees and countercycllcal funds;
tu pay expenses of examlnatlons.

Consufl€r Servtces
Recelpts fron Governorrs Clvil Contlngent
iunc hccount (1240-06); to lnsure falr ln-
surance Dractlces for State consuners'

ttuniciDal Penslons and Prctection Fund - 1%

ii"i-iiio qas tax, lnsurance tax; to be dls-
iituuieo io muntaipal pollcemenrs and flre-
riinll-oension and iellef funds and volunteer
ino iali-voiunteer flre conpanles and depart-
ments.

Inslrrance Regulators Meetlng Fund

lriiieiiineoui col lectlons i for Natlonal
aii6ciatton of lnsurance cormlssloners
i'ieeiinq. This account was closed out and

ifiouiO-not have been deposlted ln Treasury'

8018-09.

8018-10 .

Federal

Nunber

The Insurance

revenue sharlng

9790-00.
9790-01 .

AREAS OF NONCOMPLIANCE

Coml ssloner of

accounts durl ng

Hest Vlrgtnia maintalned the folloHlng

the audlt Perlod:

DescrlPtlon

Personal Servlces
Current Expenses

ChaDter 33 and chapter 29' Arltcle 3, Sectlon 22 of tne Hest vlrglnla

Code generally govern the lnsurance Comnlssloner of Hest vtrglnta' l.le tested

aDollcable sectlons of the sbove plus general state regulattons' lnternal rules

and regulatlons and other appllcable chapters' artlcles and sectlons of the Hest

Vlrglnla Code as they pertaln to flscal matters' Our flndlngs are listed belo"l'



Annual Prenium Tax- Ercess Llne Brokers

The Insurance Comnlssloner of l,{est Virllnia llcenses excess llne brokers.

Each excess line broker ls requlred to file an annual return by llarch 1 of each

year and make payment of the annual premiun taxes lmposed by Chapter 33, Arttcle 12,

Sectton 16 and Chapter 33, Arttcle 12, Sectlon 16a of tne lJest Vlrglnla Code.

Chapter 33, Article 12, Section 16 of the Hest Vlrltnia Code states,

"Evdt edo@ ltng b!!hd ltcGDr€d Flfrurrit to t.b6 provldoae of f iq ardole '
eball nako a retrm aunally, udor oaib, oD or bafors thg lrst dat of Mq.h
to tle oomnieeiotur of tle gross anqoat of proaitos charyed the i.agueds by
the bsuroB &r bsurr]$s Ploqoted bt 8ud lic€lrs€o, Porsuaat to such lic€a8e

duing f.he feyiolr calsudsr ye8r, togstber sith tbo sraoult of tat due
th€!eo!- fh; a$rual tsx resurrsd to bo pal4 uldeF tho Plovlslo!8 of thir
E€tdon, 6hall b a sulo equal to tlPo p€rcslt oftlts gloss preEilEB rcceivod oh

thr gors busi!@ ptlorred by euch liceoee oa aubj@k oflDelr.ancs' redddt,
loadcd or to bo perforlo€d ia tits gtat€ aod obiaiDed pulsuant to tbe PloYr.doDg
oftlds Eddq bduding ar:y ocalled divideude ou pardcipqtiry iagurauce
plid@ rypU€d h r€fudoE of prlEoiuEr, I€s8 pr@iliEr returaable for cancal-
i'*- ni'eqrh talos Ddid to tilo csornirgo& ghaU bo paid bt hiln bto fis
**e teaeEry for the b€odt of the ststo fttnA"

Chapter 33, Artlcle 12, Sectlon 16a of the l.lest Virginla Code states'

" FG tbo Fp@o d protrtdbg addltkErl rsyeatl! fo! sslidfsl Poli@d'8
ad 6reoeo'a podoa ad rsuef nJlds 8!d addfdoDsl rslt@qo frr vohDlo$
and Dstt yohrli€sr firs oqaaieg aad &psrb@ts, 6! additloaal sElEal
ptt@fua ta! lr ber€Dy iaporsd ald reqdred to be pat4 oa aad aftq the lrst
day of Janoary, one irhousa.Dd !i!e htDdled oighty.tso, b addttio! to th€
a'rnu6l Fe@luh tat t.Epcsd by edoa sirteo tt 9$1?.101 of thls adcle'
wld& addlttq'lal tax BhaI b€ c drro €{ual to foor p.s€Br ofths er@ pr@tuDs
todvod on tbo grw bu-dnoeo Plocutd by su& Ucdseo olr ohects of b8or'
a!!s, Icddrot, l@t€d or to b€ p€rlbEood b tbiB $tata and obtabod pursqsnt
to th€ FoeidoDs of tbte ar6clo, tacludiag any 8o-rallsd dtvtdsDds sa
tralddpad.Dg LDsusnco polide aplted h r€dlsd@ of !r@l!Ds, l€s8 pl€-
niqoe tEtur|lable for carcsuado!. AI prlelsiqrs ofthis srtide r€latbg to th8
levy, lupodtioa ad oUecdon oftbe legulsr prEmluE t8! 8!s 8lpllcable to tbe
lery, iapoiffo aad olleedou of tlis addtttol8l ts&

AI slch t88@ pdd to the cln'l*tollet'purs'usDt to this s€cdo! thaU bo pald
by hlE hto I sF.d8l a!.oEt tn t.h€ state ksssury' d€siFatsd the EuddFl
reeioD8 aril Dt&dorl fD!d" sDd aft.! approptlatioE bv tho l4lsl86rte, rhall
iE di#lbut€d hr a.cordaDco wtth ihe ;riovfdols of euheocdon (c)' sscdon
6utt€so{ t$ S9-&14d1, arttcle thFo oftbls chaPtotl'



In order to comply }{tth Chapter 33, Arttcle 12' Section 16 of the west

Vlrgtnla Code, the lnsurance Comnlssloner establlshed the Insurance Tax Account

(6160-81) whlch was created to receive the remlttances of the firo percent prenlun

tax. LlkeHtse, in order to conply with Chapter 33, Arttcle 12, Section 16a of

the Uest. Vlrglnla Code, the Insurance Collrmlssloner eshbllshed the l'lunlclpal Pen-

slons and Prctectlon Fund Account (8018-09) whlch r',8s created to r€celve the

remlttances of the four percent addltional prenlum tax.

tle noted the Insurance con1rlssloner Has apparently placlng alI premlun

tax collecttons ln the lnsurance Tax Account (6160-81) durlng the audit period'

As a r€sult, the lnsurance Comnlssioner apparently falted to remlt the folloYlng

anounts to the Muntcipal Pensions and Protection Fund Account (8018-09) durlng

the audlt perlod:

Fl scal
Year

1983
1984
1985

funount

$229,703.52
246,085.M
223,019.88

$698,808.94

Subsequent to the date of the flnanctal statenent (June 30' 1985)' the

Insurance Conrnlssloner reassessed the proper dlsposltlon of the ttJo percent and

addttlonal four Dercent Drsrliun taxes and appears to be currently renltting the

Dr€mlun taxes to the prcper accounts.

|lJe recormend the Cordnlssioner transfer $698'808.84 frcm the lnsurance Tax

Account (6160-81) to the Muntctpal Penslons and Protection Fund Account (8018-09)'

The 0ePo.,rfrIt?J1t dooa not hnat h.ow to '.uo^ve 
tJL{a p4obtan od&)L thon

goirq tJvaush thz Court o( Ctt'irns. 7t ia ntt zven bnoDn 1{ tfi't oott'en bz a 6oU-

tj"on adte 6uLh a Ltng puLted 06 the hr.6 aztpsed..
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Posslble Premiun Tax overcharge

An addltlonal Drenlm tax !{as lnposed on prdnluns collected for flre

and casualty lnsurance potlcles effectlve January 1, 1982' The annual premlum

tax return for each calendar year ts due on or before the explration of one

month after the end of the calendar year belng reported on' For exanple' the

tnitial addltlonal flre and casualty lnsurance prentun tax Hould have been based

on premlun tax returns for calendar year 1982 flled on or befor€ January 31' 1983'

Chapter 33, Article 3, Sectton 14d of the t{est Vlrginta Code creatlng the addl-

tlonal fire and casualty lnsurance premlun tax states in part' "For the purpose

of provldlng addltional revenue for munlclpal pollcenen's and flremen's penslon

andrelieffundsandaddttionalrevenueforvolunteerandpartvolunteerflr€

conpanles and departnents, there ls hereby levted and lmposed, on and after the

ftrst day of January, one thousand nlne hundred etghty-uo, an addltlonal pr€ml um

tax equal to one percent of grcss dlrect pr€nluns collected, less premlums re-

turned to pollcyholders because of cancellatlon of pollcles' for flre lnsurance

and casualty lnsurance pollcies. Except as otherutse provlded ln thls sectlon'

all Drovlslons of thls artlcle relating to the levy, lnposltlon and collectlon

of the regular premium tax are appltcable to the levy, tmposttlon and collectlon

of the addltlonal tax ...." He noted the addltlonal flr€ and casualty lnsurance

prenlum tax ls assessed based on anounts reported on each insurerrs annual state-

ment.

The llnes of buslness shown on the annual statement ar€ as follows:

(1) Ftre, (2) Allled Llnes, (3) Fannowlers [lultlple Perll' (4) Homeowners

Multlple Perll, (5) cotmErclal Multtple Perll' (6) Ocean Marlne' (7) Inland

l4artne, (8) I'ledtcal Malpractlce, (9) Earthquake' (10) Group Accldent and Health'

(11) Credlt Accldent and Health (Group and lndlvidual)' (12) Collectlvely Re-

nelrable Acctdent and Health, (13) Non-Cancellable Accldent and Health'
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(14) Guaranteed Renewable Acctdent and Health' (15) Non-Rene'cable for stated

Reasons only, (16) other Accident Only, (17) All other Accldent and Health'

(18) riorkers' compensatlon, (19) other Liabtltty, (20) Prlvate Passenger Auto

No-Fault (Personal InJury Protectlon), (21) other Prtvate Passenger Auto

Liablllty, (22) Conmerctal Auto No-Fault (Personal Injury Protectlon), (23)

olher Cormerclal Auto Llablllty, (24) Prlvate Passenger Auto Phystcal Damage'

(25) Comnerctal Auto Physlcal oanage, (26) Aircraft (All Perlls)' (27) Fldellty'

(28) Sur€ty, (29) Glass, (30) Burglary and lleft, (31) Bolter and Machlnery'

and (32) Credtt. Inttlally, the Insurance Coflmlssloner's staff assessed the

addlttonal flre and casuatty lnsurance premlum tax on the total dlrect preml ums

wrltten for all of the aforsnenttoned llnes of buslness. However' effectlve

January 1, 1985 the Insurance Comnissloner's staff deterntned the addttlonal

flr€ and casualty premlum tax should be assessed only on certaln ltnes of buslness

as deftned by chapter 33, Article 1, sectlon 1O of the Hest Vtrglnla Code' as

amended.

Chapter 33, Article 1, Section 10 of the Hest Vlrglnla Code' as anended

states ln part,

"Tba follo*iog d"froitloru of kinds of insuraDco aro tro! Eutually elchslvo
8n4 lf rgaroDably adaptablo ithorsto, a partlcular coverago may ba iEclud€d

uader one or mors of guch tMnitions:
(c) Ftrs - Fite irldualco is bstslcs o! roal or pgtaoul property of wqy

Hrd ald tntd€st tkrei!" agriD.s lore or dsdagp &oo aay or all bazard or
caus8, ald sgails! lolg consequeatia.l upon arcb loes or d"a"gg, olher than
DoDcorEasatal lisbility for any euch loee or &oage. Fire iaguraace ehall 6bo
ttrcludg rnislaualrlnrs iEsuraDca a6 d€dled ta Psraarapb (o) ( 1 1) oflbb 3€cdo!-



(s) CaEEalty - Casuslty i!sqr8!c€ itclud€s:
(f) Vebicle insurarcs, wbfch is ilsutqrlcs sgailst loss ofor dallAge t! any

Iaad vehicle or aiFaft or any draft or ridils sriroal or io prlperty whil€

outained thorein or rbereotr or boirg loaded thereia ot tbere&oo' ftot! auy
hrzard o! cause, ard agairst any leq lisbitlly or erp€!8s reorltlag ftoa or
incrdoat to osd€r8b.ip, daiatslalca o! u8o of aby euch vehiclq aiftf,aft or
6!itaat; t gEther wilb insulanco agaiast accidoBtal dearh or accideotal iqjury
b iDdietdusls, iEcludilg tbe uaraed iruured while lo, ontqilg' Elighting ftoB'
adjusti[g, repairiDg o! cr8llkiEg, or cauaed by bsiBg stiuck by aiy eoblde'

ainraft or dra.ft or ridiDg aai.Eoal. if sucb ilaur€lca ia B8ued aa a Pall ot

irgurarco ou the vehicle, airtra-ft or draft or ridiDg 8ldnd.
(2) Liability insu.rancs, whicb is ib.suralc€ agaiust legal liabllity for the

doatb" iqjury or dlsability of any bullarl b€itlg' or for daEag€ to proPelt$ 8nd
provirion for medical, hospitsl, slrgical disability beDefits t! iqiuEd pelloDl

and fu!,sral and d€alh bobe6ts to deP€D&Bl€, benoEqisr'i6 or pglsoDal raP
rG€trtativas of parcone kille4 irrespoctive of legst Uabifity { !h3- t!9tt"d.
whod ilaued as sn iDcidenta.l coveragE wlth or supPtroloontal to llability iDEur-

atlce.
(8) Burclsly and tbeft insurabca, tphi& is ibsuralc€ agalD.st lce or daeagp

by bugk;, -theft, 
laeeDy, robbery, forgery, frau4 vaadeli@' Eelicious

mischiof, coDfisaatiou, or Erongfl coleorgoD" auapo€al or @!csal!!slll' ol rftl-Er

6ny alt€6P! at glly of tho for€€plt1g, iDcludilg supploEebtal coesragE lor
E€dical, hospital, su!8ical and frlloral b€u66ts suatahed by tbe lletoeo

io"ut"d ot otLt p.*n- ae a !€sult of Mily tnju-ry durilg the coEairsioB of
a burglary, robb€ry or tboft by sr1o$en also insuislco agarDat lo88 oI or d'E_
ags dldo*n, coi*, lullioD. 8€curids€, Dott€, draft8' ac{€ptaBcls or aDy ot'hsr

valuable papers ard doanraeat€, r€suldEg froro 8ay caEe.
(4) Persoral prcp€rty float€r ilsrrfsr1ce, wbich i8 insurslce upoD per8oaar

effects againat loes or dalrage froE aly caus€.
(6) Glas6 iDsuraDce, shlcb i6 ilrsurallco again$ Io3s or daaagp t! glsrs'

includilg its lettering, onalas[tation a[d Etti|lgB.
(O Boiter atld eschiE€lt ibsurslc€, which i8 insurance agBihst aay liabtlity

atrd loss or darnags to pfoporty or i[t€r€st rcsultiug &oro sccidsEts to-or
sxploeioD ofboit€r8, ptp€s, pl€ssur€ coltsiler3, machhert or aPPara !,-aDdto
mal*e iaepoctiou of and lgsue c€rtificat€s of ilsp€ction upon troilere, oachiaery
and apparatus of any kin4 wbother or trot ilsur€d

(n I;lkago arrd 8to osd!8uislllg equiprlo8t i!5uraics,.whi'h i3 i!laur848
agai-nst loes or damago to atty pmP€rty or iDterea! caus€d by !!e Drea&a8E or
loa-kage ofapriuklere, hoeoe, pumpa and other ire erllBguishiDg equiprdeBl or
apparitue, wacet roaiua, pipes asd coltailers. or by wato! €ntsring lbrough
leale or opeuingr ia bulldiig8, a.od ilsurancs agaiDst lo3s or daxoage lo Euca

$prilkler3, hos€6, pu.@P3 and o$er firo o8tiDguishiDg oquiPE€nt or sPparatu8'
(8) Cledit i!su!a!cs, which i.s iDsurasco agailrt loee or danage reeuldag

ftoD fs'iluls ofdobtors to pay th€ir obli8BtioD8 to the irsu€d' Credit iEuralce
shaU ilclu& los€ of iDcoroo io.sulancs wbich i.s inBut€ttcs a$inst the failuro
of a debtor to pay his or hor moaey obliSadon due to ilvolultart 168 of
otoDloyberl For tbe pulpose ofthis de6!irio!, involu.lrsly loss of eEploynglt
loeals Eo6plojEoeDt shich hss occulr€d as a r€6ult of, but Dot liEit€d to,
individual o! taa6s layoffs, gEbora] stiikes or lockouts.
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(9) Malpiactic€ lasu!a!c!, wbich is ilsuratroa agsi!8t logal Uability of the
tosu$4 abd agatls! lo6s, daroago or orpooso illcid@tsl to a dairo of such

tlsultfy, ard tmludhg odical, hoapttal, surgical ald fuberal belteit6 to
iqju$d pei!o!s, irreslective of legsl Ualilitt of tbe ilrsuted arisilg out of tbe
death, iqjury or djeablod€Dt of any Fol8on, or aisiDg oul of daEagp to tbe
eaongblc intrrest ofany Fatloq as tbe !€sul! ofnsgligglcs i! roEdsliDg e'(p€rt'
fiduciary or profosEional sereice.

(10) hlertailEeli il:ruralc!, vhi& is ilsulalrce iodelod&iug lbe p!o'
duror of aly aotioB pictute, t€loYisiob, radio, theatricrl' sPorf Epetacle'
@t€rtai.Dtoos! or eimilar productiou, eeoDt o! oshibitio! agaiist loss fr@
iat$ruptioD, Potrponeoeai or cancellatiou tbereof due t dsatb" Bccid€tltsl
f4ury 6r gichieae-of perfornelr, participants, dilgctola or othsr plilcipsls.
itt !,tlscs[8!ous ilsqralce, wbich is ilsurglce agailgt 8!y otber kild of

l@s, drhagr or UsbUit' prop€dy I Eubjec! of ilsur8lca eld ao! ItithiD 8!y
cher Hd of ingurerce 88 defftted in tbis cbaptor' lf such iDauia!.o is nol
dirappmved by the coEEissioa€t as being .oottary t, hw or public pollct "

Currently, the addttional fire ano casualty lnsurance premlun tax is

belng assessed on the folloHlng llnes of buslness:

(1) Ftre, (2) Allted Llnes, (3) Fannowners fiultlple Perll, (4) Honeowners

l4ultlple Pertl, (5) Cormercial Multlple Pertl, (6) l4edlcal Malpractlce'

(7) Earrhquake, (8) Horkers' Compensatlon, (9) 0ther Llabilttv, (10) Private

Passenger Auto No-Fault (Personal InJury Protection)' (11) oiher Private

Passenger Auto Llablllty, (12) comerclal Aulo No-Fault (Personal InJury Pro-

tectlon), (13) other Conrnercl al Auto Liablllty, (14) Prtvate Passenger Auto

Phystcal Danage, (15) Comerctal Auto Phystcal Damage, (16) Alrcraft (All

Pertls), (17) Glass, (18) Burglary and Theft, (19) Boller and Machlnery ' and

(20) Credit.

As a result of the re-€valuatton of the assessmert of the addltlonal

ftre and casual!y lnsurance premiun tax, the Insurance Comnlssioner may owe

insurance cornDantes refunds or credlts for overpayments of prenlum taxes due

between January I, 1982 and Decenber 31, 1985. le obtalned a nemorandun dated

November 1, 1985 from the General Counsel of the Legal Divlslon to a Staff

Asslstant ln the Flnanctal Conditlons Dlvtston irhlch states ln part, 'rue

have u Jnalz-d the 19 adn i,ti"onaZ 1'!,x ove pqgneit doi 82' 83' ard' 84 s't ap-

woxind2,e4 T1 ,382,000. TlLia ti^uze wu cLLc!'rt&.d btl uLilLg tottL rutbe'''
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6ttn the tZ anl. 83 anru-a.!. nepotlt' ltt pnola.'tet then doiuad do,. the t4 ttx

rJet)L ,, . ft tt ru| opinion dnf tua uLiiatL u 6uhator1fri.al't! WltQh than

uhtt. nta4 o&toLl4 bo etp^inncz-d. Th'ia U drle to thz 6ac't thti in oaL utiratL'

ue. ueze urabLz to ttho lnto cn6i.d.ua.Lbn thoae conp .et tlaa Mg h'Luz ufudat-

6tood the codz and di.d rot j.ncL!.de rJa zxcldz.d 2,inQA iJL th2in ttx ca2cIItLi-0M."

Our exaninatlon lndlcates approxlmately 500 fire and cssualty lnsurance

conpanles dre llcensed tn Hest Vlrgtnla. ll€ exdnlned collectlons fron 26 of

those companles based on annual statanents for calendar years 1983-1985. Based

on the r€vtsed method of assesslng the addltlonal flre and casualty lnsurance

Dreniun tax, l\le noted the follolrlng: 17 companles may be due refunds totallng

$J00,716.88for calendar year 1983; 19 conpanles may be due refunds totallng

$142,207.91for calendar year 1984; and, 14 companles nay be due refunds totallng

$67,133.82 for calendar year 1985. Based on our exarnlnation, lt appears the

estinate of approxlnately $1,382'000.00 ln pverpaynents nay be too conservatlve

because sone cornpanies contlnued to calculate the prenlum tax uslng the prevlous

assessment method for calendar year 1985.

lle recomnend the Colmlssloner request the Attorney General r€vlew

the assessment of the additlonal flre and casualty lnsurance prdnlum tax to

ascertatn whether refunds or credlts are due. If refunds or credlts ar€ due'

t,ie r€conmend the lnsurance CotTmlssloner tdentlfy the conpanles due r€funds as

Hell as quantlfy such r€funds.

Re$utda Lz tM.de to conpolLi.ea th'ol fuve ovanpa'il thtiz p,P rrn tllu
whtrl tXL ova po4npttt 'ia b,.ought tt the o'ttz!.Litn o( thz oepeituPnt,

Posslble underpayment of Prenl un Tax

As a result of our examination of collectlons of the addltlonal ftre

and casualty lnsurance premlum tax, I{e dlscovered several lnstances where lt
appears lnsurance companles may have underpaid the appllcable preniurn tax' lle

comDuted the addltlonal flr€ and casualty lnsurance premlum tax utlllzlng the
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current method of asses$nent ln use slnce January l, 1985 and the prtor rcthod

of assessment utillzed betlreen January l, 1982 and December 3'l' 1984. Both

nethods of computatlon revealed possible underpaynents of the addltlonal flr€

and casualty lnsurance prenlun lax. utilizlng the current method of sssesslng

the prenl un tax, our exantnatlon revealed the followtng possible underpaynents:

1983 - $3,291.77, $15,574.55 and $11,468.70; 1984 - $17'686.95i and' 1985 -

$'17, 141.90 and $556.04.

Based on our calculatlons, lt appears one company pald only 139 of the

tax ow-"d for calendar years 1983 and 1984 while ln calendar year 1985' lt appears

lne company paid only 33% of the tax owed. Chapter 33' Article 3, Sectton 14d(a)

of the ltest Vlrginla Code stdtes in part,

r"a) For tlre pqrpo€€ of Ptovidirrg additioEal EegDuo for municrpal
pliceuoa's aad 

-liremen's 
peleion aad relief fundr aDd addidolal levonue fo!

'nolunteer ad pgrt voluataer 6re compaaiee 8.ad depsrbsnts' tbste is boleby
lseied end irnp@€d, oE sDd aftor tbe 6rst &y ofJanuary, oue t'boueand ntae

buadred eigh;y-fito, an additioual Pr8rniu& t s equal t one p€r'€!t of gross

dlnct prorri 'i. collecte4 l6€s prelaiurs rotuia€d to po[cybold€E becaus€ of
caualia6on of polict@. for fire iaeul'aDco arld casualty iEsuraDc€ pollci€6'

Elcspt as othehFise proeldEd in this Eectio4 all proviaione of l'his snicle
relati4 to the lsw, ieposition 8!d colle{don oftbe rsSulsr plsEiulr ta: ere
applicable to tlo levy, imposilion ald colbctioh -of tbe additiohal tax' r

The Insurance Comnlssloner's staff had revlehed ttle companyst premlun

tax returns and the potentlal underpaynents apparently were not detected. How-

ever, after thelr detectlon durlng the current audlt, llte have revlewed evidence

the Insurance Connlssioner's staff has taken steps to collect the unpald addl-

tlonal ftre and casualty insurance prenlun tax.

Ile r€conmend the Comnlssioner comply wlth Chapter 33' Arttcle 3' sec-

tlon 14d(a) of the liest vlrglnta code and contlnue efforts to collect any unpsld

addlttonal flr€ 8nd casualty lnsurance premluir taxes.

Thz Oepathnnt dsea rbt hNz tlz putonrc2 ne.etz.d 
'o 

utte'lahe t)da

el6ont. Hdtlzve the conpong't atnuaL ato.tetu$a fienttined ahove wl22- bz ttL-

e.xtnbLd,.



Timely Paynent of Premlum Taxes

we noted several insurance companles Hho apparently pald the premtum

tax and additlonal Drenium tax ln one annual paynent rather than in quarterly

lnstallments as requlred by Chapter 33, Arflcle 3, Sectlon 14c of the liest

Vlrglnla Code, as amended. Speclflcally' I{e noted 14 lnstances amountlng to

$25,062.05 tn flscal year 1984 and 13 instances amounting to $34'951'42 ln

flscal year'1985.

ChaDter 33, Article 3, Section 14c of the Hest Vlrglnla Code' as

anended states,
tr Tbe tssg3 levt6d het€u.Eder shdll b€ du€ 6nd Payable in quartetly iutaLl'
looot8 oB o! bofors tlle ts€Ety'!fth day of tho aonth eucceedius tho."li ofthe

quartar ia which tbsy ac.!ue, ercapt for ths fo[tth^qusrtar' for whicb "'6
JruU'L iue *a p"yirb orr or b€6ro tbe flr:st &y of Marctr ofl'he sucr€€dlng

year. Tho inguror gtrbject to laakilg such paymeats ehall' by the tcenty'Efth
&y of the nonth gucceediag rhe clo€o oflhequsrt€r, oscapt the fort'th quarlgl

€6 proeided sboYE propa!6 aD ootiroate of_the tat bar€d oB tbe ostirDat4d

8!r;unt of tasabls pr€aitlo dr:rioc thg pr€'ldiDg caleEdar quattlr' l€s ad'
jusfu€ats to thE gross allount of dir€c! proEiuEs ftlra lhe Pr€c€dilE,quaitor'

"tgo 
th" *-" by lt" ptwident * eectetary,-uld6! oatb" €Dd 1* i:-Tlo

to-eeiher with a reraiEsscs of the sEouat of tar to lho oEc€ of the coEdra_

;il;. Th;;;.fi; ghall bs pogbasrkod oD or bv the t\'€ntv-ffth dat

of tbo boDth succ€sdi[g tbe quarter lD sbicb ths ta]r@ a(Erue' o!-Dl-lne caao

of the foutth quart€!' postdaked oa or beftrc tl1o f,rst day of Martn-
'- 

e"y ii-t"" iititiog oi .tu"Ug m puv "*i-utd.t'lP 
uod YljP.lllo *

oot mosrLed bv the pre""aioi a"tb-for quarterly nlllg is !1*Is for I cietl

6irw a"p t oi" loiat"a do[ars for oach additional day of dgltDqueDct' to

be araoas€d b| the co*-i""toaer. Fallur€ of a! i!8r€r to !a!.ke quartsly
Fayrtr€rrts, lf rBqui!€4 ofat l€ast oDo fou.rth of€ttbo! t'he total taa Patd durtng
tfe plecsalt1g caUaaar yoar or eighty Flaolll of tlte actusl ts.a for tbe curro!!
caleldS! yoar is colsider€d ths saEe os a failurs o! rEfrr8al to pay th6 €sd-

loatod t4a€8 dd subJects the i.Esuler to tbe P€lald€s provld€d i! tbl6 6€'tio!'
Th€ ataor.Dit of €sttj66t€d t aos ald ihe p€lsltigs coUsctsd th8ll b€ paid to ths
co*io"io.o! and ho may eusP€ad the ianrrer uottl ostiDat€d tated artd
peoalty, shoufd anv Fnalty b€ tbF@€4 aro fu.lly paid. "

lle were unable to locate regulatlons uhtch Hould authorlze the single

annual payrcnt.

He iecorflEnd the Comrlsstoner comply liith Chapter 33, Arlicle 3' Sec-

tlon 14c of the l,{est Vlrglnta Code, as dnended.

fUA ,Locoirwdatlon hta bzzn lnptswWn bq thL 
'e@t'frent 

'
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Deposlt of Recelpts

l{e noted various fees and taxes l'er€ collected by the consunEr servlce

Dlvtsion, Flnanclal Condltlons Dtvlston and the Admlnlstratlve offlce durlng

the audtt perlod, It appears the dlvlslons' remltted collections to the Admin-

lstratlve Offlce approxlmately once a neek. In turn' the Admlnlstratlve 0fflce

depostted all collectlons tn the state Treasury on a ueekly basls.

ChaDter 12, Arttcle 2, Sectlon 2 of the llest Vtrginla Code, as an€nded

states ln part, trAIl offlctals and employees of the State aulhorlzed by statute

to accept moneys due the State of l.lest Vlrglnla shall keep a datly ltemized r€-

cord of such moneys so recelved for deposlt In the state tr€asury and shall de-

Doslt l{lthln twenty-four hours t4tlth the state treasurer all moneys received 0r

collected by then for or on behalf of the State for any purpose whatsoever ....r'

As a result of collectlons not belng depostted Hlthln the speclfled 24 hours'

the state may have lost lnterest lncone.

l{e recornnend the Comnlssloner comply with Chapter 12' Artlcle 2'

sectlon 2 of the wes! Vlrglnia Code, as anended.

Stzp-bq-6t2-p pLoaetuLeA ol ctLLe.cftuS and drpo4&iiq ttxu' 62tA ' etc,

hNe beun 4evt6e.d to cttvtA wtfll choptz'| 12, li*tclz 2' So.t sn 2 06 tAe uut

vuql t codz, qa otprde.d.

Dlsposal of Records

The Flnanctal condltlons Dtvislon of the 0fflce of the Insurance com-

mlssloner of Hest Vtrgtnla reconcltes the lndlvldual deposlts made by the dlvlston

to the ainounts sholrn ln the records nalntalned by the State Auditor's offlce for

relnDursements to the current Expense Account (6160-01) and fees deposlted ln the

Eees Account (6160-80); Insurance Tax Account (6160-81)' Flre Marshal Tax Account

(6160-S3) and I'rluntclpal Penslon and Protectlon Fund Account (8018-09). I'le

'rere unable to obtain the ledgers for the pertod July I, 1977 to June 30' 1984.

'fhe lack of ledgePs made our examlnatlon of the reconctllatlon prccess '/ihlch ls
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deslgned to assure fees were deposited tn the proper accounts and amounts very

dtfftcult. Total annual collectlons ln these accounts ranged fron 23 mllllon

to 45 nlllion dollars durlng the audit perlod.

our examlnatlon of telephone expense revealed suppor!1ng docmentatlon

shodlng lndlvtdual calls and charges appar€ntly had been destroyed. As a r€sult'

we Here unable to revlew supportlng docunentation to search for unusual lterns

or potential patterns of telephone abuse. The expendltures for long dlstance

telephone calls amounted to $30,893.03 tn flscal year 1985 and $28'632.40 ln

flscal year 1984.

In addltlon, the Insurance Comnlssloner establ lshed Insurance Regulators

Meetlng Fund Account (8018-10) ln l4ay 1983. Subsequently, the montes deposlted

ln the account apparently uere transferred to a local bank account vla a State

warrant made payable to the Insurance Contrnlssloner 1n the afiFunt of $5'010.00.

The purpose of the account l{as to coordlnate the August 1983 Southeastern Zone

Policy and Rate Regulators lileetlng of the Natlonal Assoclation of Insurance

Conmissloners held ln Charleslon-

The recelpts conslsted of reglstratlon fees assessed partlclpants ln

the neetlng. Accordlng to agency personnel, expendltures from the local bank

account lrere made to cover the costs of banquets, luncheons, a crulse and other

mlscellaneous exp€nses durlng the meettng. once the rcetlng was held, the local

bank account Has closed; however, all supporllng docunentatlon tncludlng bank

statenents and cancelled checks liere not retained. As a result, we were unable

to revlew the acttvtty ln the local bank account. Also, '.Je wer€ unable t0

Iocate three of elght Intra-Governnental Transfers (IGT's) prccessed ln the Con-

sumer S€rvlces Account (8018-081.

chrnrar 6 airl.tp g- Sectlon 17 of the llest Vlrginla Code, as amnded

states, I'No record shall be destrcyed or otherwlse dlsposed of by any agency of

lhe state, unless tt ls determlned by the adnintstrator and the director of the

\
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dlvlslon of archlves and htstory of the departfEnt of culture and hlstory that

the record has no further admlnlstratlve, legal, fiscal, research or hlstorlcal

value.'l

lle recomnend the Connlssloner comply wlth Chapter 5, Artlcle 8, Sectlon

17 of the l{est Vlrlinla Code.

Th.L^ ,Lexotnpfudatltn hta bee! rotrl.
Deductlon Authorlzatlons

Chapter 21, Artlcle 5C, Sectlon 6 of the l{est Virglnla Code, as anended,

concernlng the Uest Vtrllnia Labor Confllssloner states, 'It shall be the duty

of the cornnlssloner to enforce and admlnlster the Drovlslons of thls arttcle,

and to promulgate such rules and regulsttons, ln accordance ldlth chapter twenty-

nlne A [E29A-1-1 et seq.] of the Code of Nest Vlrglnla, one thousand nlr€ hundred

thlrty-one, as anended, as shall be needful to glve effect to the provlslons of

thls artlcle." Conslstent wlth the aforenentloned Code sectlon, the llest Vlrglnla

Labor Commissloner promulgated Rules and Regulatlons for l4lnlmum l,lage and lllaxlmun

Hours Standards for Employees.

Sectlon 203-4 of the Rules and Regulatlons for l4lnlmum Hage and l'laxlmul

Hours standards for Employees states, "Records of addltlons or deductlons frcIll

wages pald shall be malntalned as to date, anount and nature of the ltems whlch

make up the total addltlons and deducttons."

He noted exenption declaratlons (H-4 forms), savlngs bonds deduction

foms, credlt unlon deductlons and other mlscellaneous deductlon authorlzatlons

could not be located for all enployees. As a result, '/ie wer€ unable to deter-

mlne lf the proper amounts Here being Hlthheld from the employees' salarles.

llle recomr€nd the Com-nlssioner conply irtth Sectlon 203-4 of Rules and

Regulatlons for Mlntrum Hage and Maxlrrum Hours standards for ftiployees.

ThL oLpar.tnent hat cornpu-en d,th Szc.ti-on 203-4 od W.e^ 6 lQgultCiotu

6orL Mi.nlnn lloge Houta stotdoda 60z Enploqe.et o,a oi June 12, 1987.
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Examlners' Annual Leave Not Properly Approved

'lhe Insurance Cormlssloner of liest vlrglnla's Rules and Regulatlons

relatlng to Examlner's Compensatlon, Qrallflcatlon and Classlflcatlon states,

"Annual leave nay be taken by the examiner only upon wrltten approval by the

connnlssloner or the Dlrector of Flnanclal conditlons. Approvals must be re-

-quested 
at ]east as far In advance of the leave as the length of leave ls

requested, 1.e., for four days leave, the request nust be subnltted at least

four days ln advance. ln a case of energency, the requlrement perlods for

advance requests may be walved by the Connntssioner ...."
Durlng our revlew of annual leave for examiners, we could not locate

l,{ritten docmentatlon apprcvtng the annual leave taken durlng the audlt perlod.

l.le recormend the comnlssloner r€qulre employees to conply Hlth ap-

plicable rules and r€gulatlons.

Tfu. ,epuher"t hoa afuLetdg adopted th'ete h!J2!A ann ,LaSularltra.

Inventory

The Insurance Comnlssloner apparently did not flle an annual lnven-

tory durlng each year of the audit period wlth the Hest Vlrglnla State Agency

for Surplus Property. Chapter 5A, Artlcle 3, Section 42 of the l'lest Vlrginla

Code states, "Tle head of every deparlrEnt of the state govermpnt shall, on

or before July flfteenth of each year, flle l,rlth the dlt€ctor an lnventory of

all real and personal prrperty, and of all equlpment, supplies, and comlBdltles

ln lts possesston as of the close of the last flscal year." As a result, we

could not detennlne all reportable equi Fient purchases wer€ r€ported to the

west Virglnla state Agency for surplus Property whose responsibllltles include

maintalnlng lnventory records for all State departnents.

l,le r€conmend the Comnlssloner comply with Chapter 5A, Artlcle 3'

Sectlon 42 of the Hest Vlrglnla Code.
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Thz ozpuavltt ia ct@I4itg wifh thia tprometdtLi-on and hoa fu2n

dslng so 6incL FobLulLq 19t5.

Expendltures for Books

Ue noted ln our exanlnatlon of the Current Expense Account (6160-01),

the Insurance Comnlssloner nade expendltur€s for books totaltng $809.70 ln flscal

year 1985 and $151.34 ln flscal year 1984 utilizlng Llne Iten 020 - offlce Ex-

penses. lhe utlllzatlon of llne ltem codes ls control led by guidellnes prcmul-

gated by the Department of Finance and Adntntstratlon. It appears books,

lncludtng dlctlonarles, Hould be prcperly classlfled as an expendlture fron

the Equlprcnt Account (6160-03),. Line Iten 077.

Chapter 5, Arttcle 1A, Section 4, Subsectlons (2) and (3) of the Hest

Vlrglnta Code deflne "current expenses" and "equipnent" 8s, "(2) 'Curr€nt expenses'

Hhich shall mean operatlng costs other than personal servlces, and shall not ln-

clude equlplEnl, repalrs and alterations, bulldtngs or lands. (3) rEqulpnent'

whtch shall nean equlpment ltens whlch have an appreclable and calculable perlod

of usefulness ln excess of one year." It appears the ltens identlfled ln the

above paragraph would have a perlod of usefulness ln excess of one year.

He recordnend the Comnissloner comply Hlth Chapter 5, Artlcle 1A,

Sectlon 4, Subsectlons (2) and (3) of the llest Vlrglnla code,

TILIA ovataigh,t hta beerl etMe.c.te.d o,s ca! be 622.n 'irr tJ a qatL'E awaovet

eJwltdj,oJne a cha.duez..

Cash Advances

During fiscal year 1984, $3,775.00 ln cash advances were r€quested

fr.m Current Expense Account (6160-01); whlle ln flscal year 1985, $9,240.00

in cash advances were requested. our examlnatlon shot{s ten of 16 cash advances

obtalned ln flscal year 1984 and tlio of 26 cash advances obtalned in flscal

year 1985 apparently were not settled wtthln 30 days of rhe last day of travel.
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, ft" Governor's Travel Regulatlons state ln S€ctlon 5' subsectlon B

entltled "Advance Allowance", "An agency or department head may approve an

advance allowance for out-of-state travel, provtded that the transmlttal for

the advance altowance ls cleared agalnst the related expenses wlthln thlrty (30)

days of lhe last day of travel. lhe department head wtll be responslble to as-

certaln that such alloHance and r€lated expense reports are cleared Htthin thlrty

(30) days.'' As a r€sult of cash advances not belng settled tlnely' enployees

uere allowed to hold funds '/thlch should have been returned to the state of Uest

Vlrglnla.

He r€cormend the Cormlsstoner conply |{lti the Governor's Travel Regula-

tlons regardlng the settlenent of cash advances.

ThiA puobeQn epa*d ln Jtrute,u! 1985. The tuu AovuLnt'Lt 6 Thtv?z Regu'k-

t itnA butcr224 Wvul.t fr116 6,Lon occlr)tbg in tie {u.tn)Le.

INTERNAL CONTROLS AND ACCOUNIING SYSTEM

As a part of our exanlnation, ne revlewed ond tested the system of

lnternal accountlng control to the extent we considered necessary to evaluate

the systen as requir€d by generally accepted audltlng standards. Under these

standards the purpose of such evaluatlon ts to establlsh a basls for rellance

ther€on ln deterflining the nature, tlmtng and extent of other audltlng proce-

dures that are necessary for expresslng an oplnlon on the flnancial statements.

The obJectlve of lnternal sccountlng contml ls to provlde r€asonable'

but not absolule, assurance as to the safeguardlng of assets agalnst loss fron

unauthorlzed use of dlsposiiton, and the r€llabtltty of flnancial r€cords for

preparlng flnanctal statenents and nalntatnlng accountabl I lty for assets. The

concept of reasonable assurance recognlzes that the cost of a system of lnternal

accounttng control should not exceed the beneflts dertved and also recognlzes

that the evaluatlon of these factors necessartly r€qutres estlmates and Judg-

nents by managelEnt.
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Ther€ are inherent llmltattons that should be r€cognlzed ln conslder-

lng the potentlal effectlveness of any systen of lnternal accountlng control.

In the performance of nost contrcl procedures, errors can result from mlsunder-

standing of lnstructlons, nlstakes of Judgment, carelessness, or other personal

factors. Control procedur€s Hhose effectiveness depends upon segr€gatlon of

dutles can be clrcumvented by collusion. Slmilarly, contrcl procedures can be

cl rcrmvented tntentlonally by managenent Hith respect elther to the executlon

and recordlng of transactlons or wtth resp€ct to the estlmates and Judgments

requlred in the preparatlon of flnanclal staterEnts. FurLher proJection of

any evaluatlon of lnternal accountlng control to frtur€ periods 1s subJect to

the rlsk that the procedures may becone inadequate because of changes ln con-

dlttons and that the degree of conpllance Hlth the procedures may deterlorate.

our study and evaluatlon of the system of lnternal accountlng control

for the perlod July I, 1977 to June 30, 1985, vJhlch was made for the purpose set

forth ln the flrst paragraph above, would not necessarlly dlsclose all weaknesses

ln the system. However, such study and evaluatlon dlsclosed condttlons that He

believe to a t{eakness.

Examlners ' Llving Expenses

ue noted exanlners are employed by the Insurance Comilssioner for the

purpose of exaninlng the financial condltlon and compllance wlth appllcable laws

exhlblted by lndlvldual insurance companles. Sectlon 4:12 of the Insurance Com-

mlssloner's Regulatlons Relatlng To Exaniners' Conpensatton, Quallflcatlon and

Classlflcatlon slates in part, 'rln lleu of relmbursefli€nt for actual llving ex-

penses, examiners may receive a per diem allowance of $40.00 per day l',hen asslgned

withtn the State of thelr employment and $50.00 per day when asslgned out 0f

Conslstent wlth Sectlon 4:04 of tile aforenentioned regulatlons |rhlch

states, "Authorlzed living expenses shall be charged to the conpany being exanined
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on a basls of seven days per week for the duratlon of the on-slte examlnatlon

unless the exarllner travels home or al{ay frcn the vlclnity of the company

belng exanined, or takes annual leave. Ltvlng expenses shall not be authorized

lf the examtnatlon takes Dlace tn a to',{n ln whtch the examlner nalntalns the

resldence.'t, the per dlem al lowance would not have been alloHed lf any of the

exceptlons in Sectlon 4:04 applled. Ho'cever, l{e t{ere unable to observe recelpts

for hotel lodgtng because apparently such recetpts are not r€qutred if the per

dlsn allowance ts chosen. Hithout r€celpts for lodglng }Je do not have sufflclent

docunentatton to verlfy the exanlner was entltled to the per dldn allowance 0n a

partlcular day, especially l€ekends.

l{e r€cormend lodglng recelpts be requtred to suppor! per dlem allowances

pald to lnsurance exanlners.

ThL Oepor.tnLfi's noguLt tM {outt tJ12 lla'tltntz latodt'titn 06

I tlLtrLcz Cotfiliaaitw)a Exa tu)tA Handhooh uthhh 6eta gdl2f.iiz6 to'L Flrarcltz

E trnitstA. TUa haa bezrL appttoued bq aho Legatthta.
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AUDITORSI OPINION

The Honorable Encil Balley
Leglslative Audltor
State Capltol - Hest Hlng
Charleston, Hest vlrglnla

Slr:

lle have exanlned the statenent of apDropr I atl ons,/cash recelpts' expendl-
tures/dl sbursenents and chanqes in fund balances of the Insurance Comls-
sloner of l.lest Vlrolnla for the vears ended June 30, 1985 and June 30, 1984.
Except as explained in the folloilng paragraph, our exanlnatlon IJas made

ln aacordance wlth generally accepted auditing standards and, accordlngly'
lncluded such tests-of the 

'accounting records and such other audlting
prqcedures as we considered necessary ln the clrcu0stances.

Durlng the course of our exarninatlon, we dlscovered ledgers maintalned by
the Financial Condltlons Dlvlslon durlng the perlod July I, 1977 through
June 30, 1984 had been destroyed and' accordlngly, we uere unable t0 trace
all recelpts to deposlt tn the state Treasury durlng nost of the perlod
under ex€filnatlon. Also, ledgers malntained by the Consumer servlce Dlvlslon
regardlng agents llcenslng were not prepared 1n a natter that facllttated
traclng infornation to proper supportlng docunentatlon.

Lle Here unable to apply auditing procedures to deternlne collectlons rrere
placed in the proper accounts by the Financlal Condltlons Dlvlslon durlng
the perlod July I, 1977 through June 30, 1984 and we 'cere unable to deter-
nlne all transactlons ln ledgers maintained by the consumer Servlce Dlvlsl0n
were supporled by proper documentatlon.

As nore fully descrtbed ln Note A, the flnancial statement rtas prepared
uslng the cash and modlfied cash basls of accountlng. Accordtngly, the
flnanclal statenent ls not lntended to Dresent flnanclal posltlon and
results of operatlons in accordance litth general ly accepted accounting
prlnc i p!es.

In our oplnion, subJect to the effects, lf any, on the flnanctal sLatements
resultlng fron the posslblllty of collectlons not betng placed ln the proper
accounts or not belng supported by adequate docunentatlon referred to ln
the precedlng paragraph, the stateflent of appropri atlons/cash recelpts, ex-
pend I tures/dl sbursenents and changes ln fund balances of the Insurance
Comlsstoner of l/est vlrglnla presents falrly approprlatlons, exp€ndltures
and cash transactlons for the ye€rs ended June 30,: 1985 and June 30, 1984
on a basls consistent tlth the preceding year.

our examlnatlon was nade for the purpose of formlng an oplnion on the baslc
flnanctal statdnent taken as a whole. The supplen€ntal informatlon ls pre-
sented for purposes of addltlonal analysls and ls not a requlred part of
the baslc flnanclal stateflent. Such lnformation has been subJected t0 the
auditing procedures applied in the exanlnatlon of the baslc flnanclal statenent;
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and, ln our optnion, sublect to the effects of any collectlons not belng
placed in proper accounts Hhich may have occurred as discussed 1n paragraph
tl{o above, such lnformatlon ls falrly stated ln all materlal respects ln
relatton to the baslc flnanclal statement taken as a whole.

Respectful Iy subnltted,

/14^"lzU;Z;
Thedfdld L. Shanklin, CPA, Dlrector
Leglslatlve Postaudlt Dl vislon

June 4, 1986

Audltors: l,4lchael
Robert
Joseph

E. Sizemore, CPA, SuperviEor
Hlgh, Audi tor-i n-Charge
Gl les

E.



INSURNCE COMHISSIONER OF HEST VlRGINIA

STATEIEIIT OF APPROPRIATIONS/CASH RECEIPTS,

DISBURSE4ENTS AND CHANGES IN FUND BALANCES

General
Revenue

Apprcprlations/Cash ReceiDts :Apprcprlatlons $
Insurance Taxes
Revolving Fund Receipts
DeparlnFntal Fees
Miscel laneous Col lectlons

EXPENDITURES/

Year Ended June 30, 1985
Revenue
Sharlng

Funds

879,096.00
-n-
-0-
-0-
-0-

Speclal
Revenue

9,405,296.78
249,177 .20
547 ,109.52

-0-

Conblned
Totals

$ 879,096.00
38,405,296.78

249,177 .20
547,109.52

-0-

-0-
-0-
-0-
-0-
-0-

Expendltur€s,/Dl sbursements :
Personal Servl ces
Current Expenses
Equtpnent
Transfers to State General

Revenue Fund
Refunds

Approprl atl ons/Cash Recelpts
0ver Expendltur€s/Dl sburse-
ments

Explrations and Expendltur€s
After June 30

Beglnnlng Balance

Transfers from Governor's
Clvl I Contlngent Fund
Account ( 1240-06)

Ending Balance

764 170.12 8 508,8'12.06

879,096.00

601,405.27
156, 081 .66

6,683. 19

-0-
-0-

39,201 ,583.50

127,425.00
94,036.21

-0-

38,287,350.85
-0-

40,080,679.50

728,830.27
250,117.87

6 6A? l0

38,287,350.85
-0-

-0-

-0-
-0-

-0-
-0- 272,982.18

114,925.88 692,771.M

(114,92s.88) -0-

-0- 8,834,900.75

-0-

(0.36)

36,345.7'l

807 ,697 .32

(114,926.24)

a,87 1 ,246 .46

-0- -0-

$ 9,527 ,672.19 Jrlt.J9 D v 564 017.U

See otes to Flnanclal Stotement
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General
Revenue

785,964.00
-0-
-0-
-0-
-0-

77 ,675.00
-0-
-0-
-0-
-0-

omb i ned
Tota I s

,639.00
59,7W.67

,398.70
1,806,00

830.00

17 ,265.61)

Year Ended June 30, 1984

Revenue
Sharlng
Funds

Speclal
Revenue

) -u-
37 ,259 ,784 .67

204,398.70
501,806.00

830.00
785,964.00 37,966,819.37 77,675.00 8, 0,458.37

573,888,99
177 ,318.19

17 ,491 .21

-0-
-0-

107,955.00
82,520.56

-0-

36,094,828.06
5,010.00

6,271.64
-0-

-0-

'116,901.64

?66,110.39
17 ,491 .21

36,094,828.06
E nin nn

768,698.39 36,290,313.62 41 329.29

17,265.61 1,676,505.75 36,3r'.5.71

(17,265.61) -0-

-0- 7,153,395.00

5,000.00

-0- 834,900.7s $ JO u5.71

1,730,117.07

-0-

-0-

-0-

7,

-0-
(n
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INSUMNCE COI.4MISSIONER OF l,lEST VIRGINIA

NOTES TO FIMNCIAL STATEMENT

Ilote A - Accountlng Pollcles

Accountlng Method: The rDdified cash basls of accountlng ls followed for the
General R6venue Fund. The naJor nrdification from the cash basls 1s that a 30-
day cany-over period ls provided at the end of the flscal year. ended June 30'
1965 and-a 92-diy carry-oler pertod is provlded at the end of the fiscal year...
ended June 30, 1984 for the psynent of obllgatlons lncurred 1n tnose years. Alr
balances of the General RevehuL rund appropilatlons for each ftscal .year expire
on the tast day of such flscal year and revert to the unapproprlateo surplus 0r
the fund frcm itrtcn tne approprlations }Jer€ nade, except that expendltures en-,
cunbered prlor to the end bf ihe flscal year may be patd up-to 30 days after the
itscal ye'ar ended June 30, 1985 and 92 d;ys aft'er the flscal.year ended June 30'
1984; h-oriever, apprcprtations for bulldlnls and land remaln.ln effect untll three
veari after tne bisshqe of the act bv Hhiah such approprlatlons were made. The

iash basts of aciounting 1s folloHed by all other funds. Ther€fore' certaln
revenue and the related assets ar€ recognlzed when recelved rather than when

eirneO, inO iertain expenses are recognized Hhen pald rather than when the obllga-
tton ti incuireo. Accbrttngty, the financial staiement is not intended to present
flnanclal Dosltlon and resuit! of operations in conformtty Hlth generally accepted
accountlng prlncl ples.

Expenditures pald after June 30 in the carry-over perlod and explratlons were as

fo I loHs:

Expenditures
Pald After June 30,

Explratlons
July 31, Sept. 30,

1985 1984

Personal Servlces
Current Expenses
EqulprEnt

1985

) -u-
25,112.00
6,829.75

$31 ,941 .75

1984

D -U.al ?q1 6?

crt iEr Et

$37 ,290.73
M,206.34

1 ,447 .06

$82,984. 13

c t?o n{

3,226.28
470

$ 3,914.08

Conblned Totals: The conblned totals contatn the totals of slnildr accounts of
the varlous funds. Slnce the apprcprlattons and cash recelpts of c€rtaln funds
are restrlcted by varlous laws,'iulbs and regulatlons, the totallng of the.ac-
iounts ts ioi meirorandum purpoies only and does not indlcate.that the combined

totals are avallable ln airy hanner otier than that provided by such laws' rules
anrl rAd,rl Ail^n<

NoteB-PenslonPlan

All eltglble enployees are rnenbers of the llest.Virllnla Publlc.Employees'.Retlr€-
nent syltem. Enpliryees' contrlbutlons are 4.5% of thelr annual .conpensatlon ano,,-
employles have vbstid rlghts under certaln c I rcunstances. -. The lJest vlrglnla PuDllc
Emblovees' ReLlrenent Svatem matches contrlbutlons at 9.5% of the compensation on

lihich- the enployees mad6 contributions. The Insurance Comrlssloner 0f west vlrglnla
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natches 9.5% of the compensation on whlch the enployees nade contrlbutlons for
all enployees whose compensation is paid frcm any funds other than approprlatlons
frcltl the (hneral Revenue Fund of l,{est Vlrglnia. The Insurance connlssloner of
Hest Vlrglntars penslon expendltures uere as follolJs:

Year Ended June 30,

Speci al Revenue t lt i1t E'l

1984

$10,677.64
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SUPPLEI4ENTAL INFORMATION
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INSURANCE COIIHISSIONER OF HEST VIRGINIA

STATEMENTS OF APPROPRIATIONS AND EXPENDITURES

GENEML REVENUE

Personal servlces - Account 6160-00

Approprt atl0ns
Reduction of Approprlatlons:

House Bill 120
House BlIl 1520

Expenditures

Transmlttals Paid After June 30

Balance

Current Expenses - Account 6160-01

Approprlattons
Reductlon of Appropriations:

House Bill 1520

Expendl tures

Transmlttals Paid After June 30

Balance

Equlpnent - Account 6160-03

Approprl ati ons

Expendl tur€s

Year Ended June 30,
1985

$638,696.00 $61 1, 155.00

-0- ( 19,497.00)
-o- (17,090.00)

638,696.00 574,568.00

601,405.27 573,W.99
37,290.73 679.01

-0- -0-

$ 37,290.73 $ 679.01

$225,400.00 $201,1 14.00

-0- (7,21s.00)
225,400.00 193,896.00

181 ,193.66 190,669.72
M,206.34 3,226.28

25,1 12.00 13,351 .53

$ 69,318.34 $ i6,577.81

$ 15,000.00 $ 17,500.00

13,512.94 17,491.21
|,@7 .06 8.79

6,829.7 5 -0-

1984

Transmittals Pald After June 30

Balance

-Ja-

$ 8,316.81 $ 8.79



INSUMI{CE COMMISSIONER OF I{EST VIRGINIA

STATEMENTS OF CASH RECEIPTS AND DISBURSE{ENTS

GENERAL REVENUE

Fees - Account 6160-80

Cash Recelpts:
Departnental

Dl sbursenents:
Transfers to

Fees

State General

roqE

547 ,109.52

547,109.52

1984

501,806.00

501,806.00Revenue Fund

Beglnning Balance

Endlng Bal ance

Insurance Tax - Account 6160-81

Cash Recelpts:
Insurance Tax
Less: Refunds

Dlsbursements:
Transfers to state General Revenue Fund

R&lnnln. R,l rn.6

F^.ll n. Frl !h^6

Flr€ Flarshal Tax - Account 6160-83

-0-

-0-

-0- $ -0-

$37,233,722.00 $35,592, 383.39
(11,635.08) (515,337.87)

37,222,086.92 35,077,045.52

37,222,086.92 35 ,077 ,045.52

-0-

-0-

-0- -0-

-0-

-0-

-0-

-0-

-0-

-0- -0-

Cash Recelpts:
Flre l{arshal

Dlsbursenents:
Transfers to

Tax

state General Revenue Fund

518, 154.41

518, 154.41

515,976.54

515,976 -54

Beglnnlng Balance

Endlng Balance $ -0- -0-



INSUMNCE COI4MISSIONER OF HEST VIRGINIA

STATEiIENTS OF CASH RECEIPTS, DISBURSSIENTS AND

CHANGES IN CASH BALANCE

SPECIAL REVENUE

Comnlsston Exan Revolving Fund -
Account 80'18-06

Cash Recel pts:
Revolvlng Fund RecelPts

Di sbursenents:
Personal Servl ces
Current Expenses

Cash Receipts over Dl sbursements

Aa^ I hhl n. Rrlrn.a

Endlng Balance

Consurcr Servlces - Account 8018-08

Cash Recelpts

Di sbursements

Beginnlng Balance

Ending Balance

Year Ended June 30,
1985 1984

$249, 177.20 $204,398.7 o

127,425.00 107,955.00
93,736.60 78,954.39

221,161.60 186,909.39

28 , 0'f 5 . 60 17 ,49 .31

s1,023. 19 33,533.88

$ 79,038.79 $ 51,023.19

=0-

-0-

-0-

-0-

439.88

-0-

439.88

$ 439.88 $ 439.88
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INSUMNCE COMI'IISSIONER OF I{EST YIRGINIA

STATEIENTS OF CASH RECEIPTS' DISBURSS'IENTS AND

CHANGES IN CASH BALANCE

SPECIAL REVENUE

liluniclpal Penslons and Protectlon Fund -
1g - Account 8018-09

Cash Recelpts:
Insurance Taxes
Less: Refunds

Dlsbursements

Cash Recelpts over Dlsbursements

Beglnnlng Balance

Ending Balance

Insurance Regulators l4eetlng Fund -
Account 8018-10

Cash Recelpts:
Ml scel I aneous Collectlons

Dl sbursements:
Refunds

Cash Receipts (Under) Dlsbursements

Beginnlng Balance

Endlng Balance

s 665,055.45 $ 1,910,938.17
-0- (244,175.561

Year Ended June 30,
1985 1984

665,055.45 1,666,762.61

-0- -0-

665,055.45 1,666,762.61

8,782,003.81 7,115,241.24

$9.447.059.30 $8, 782,003.85

830.00

5.010.00

-0-

-0-

-0-

(4, r80.00 )

4,180.00

-0- -0-
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INSUMNCE COMMISSIONER OF I{EST VIRGINIA

STATEIiIEI.IT OF CASH RECEIPTS, DISBURSEMEITTS AND

CMNGES IN CASH BALANCE

SPECIAL REVENUE

Year Ended June 30
Insurance Unisex Hearings - Account 8018-17 1985 198/

Cash ReceiDts:
Transfer fron Governorrs Civi I
Contlngent Fund - Account 1240-06 $ -0- $5,000.00

Disbursements:
Current Expenses 299.61 3,566.17

Cash Recelpts (Under) Over Disbursements (299.61) 1,433.83

Beginning Balance 1,433.83 -0-

Endlng Batance $I,1u.zZ $1,433.83
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INSURANCE COFIMISSIONER OF

STAIE.4ENTS OF APPROPRIATIONS

REIi ENUE SHARING

I{EST VI RGINIA

AND ETPENDITURES

FUNDS

Year Ended June 30,

Personal servlces - Account 9790-00

Approprl ati ons
Reappropri ati ons - FY 1984

Expendltures

Transnlttals Pald After June 30

Bal ance

Current Expenses - Account 9790-01

Apprcpri ations
Reapproprlatlons - FY 1984

Expendltures

1985 1984

$ -0-
J0, J45. J5

$71,403.00
-0-

36,345.35 71,403.00

35,057.6s
36,345.35 36,345.35

-0- -0-

$36,345.3s $36,345.35

-0- $ 6,272.00
0,36 -0-

6,272.00

6,271.64
0.36

-0--0-Transmittals Pald After June 30

Ba Iance $ 0.36
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INSUMNCE COMMISSIONER OF

STATE4ENT OF ACCOUNTS

HEST VIRGINIA

RECEIYABLE

Radlnnln. R:l:n.6

Addl tl ons:
Accounts Receivable Bll ltngs

TOTAL CASH TO ACCOUNT FOR

Deductlons;
Revolvlng Fund Recelpts

Ending Balance

TOTAL CASH ACCOUNTED FOR

Year Ended June 30

1985 1984

$ 17,588.60 $ 5,995.00

253,869.20 215,992.30

$271 ,457 .80 $221 ,987 .30

$249,177.20 $204, 398.70

22,280.60 17,w.60

$271,4s7.80 $221 ,987 .30



INSUMNCE COMI4ISSIONER OF l.lEST VIRGINIA

RECONCI LIATIONS

SPECIAL REVENUE

JUNE 30, 1985

Coflnnission Exam Revolvlng Fund -
Account 8018-06

Balance per State Treasury and Agency

Consumer Services - Account 8018-08

Balance per State Treasury and Agency

Munlclpal Penslons and Prctectlon Fund -
1% - Account 8018-09

Balance per State Treasury and Agency

lnsurance unlsex Hearlngs - Account 8018-17

Balance per State Treasury and Agency

$ 79,038.79

439.88

M7 ,059.30

$ 1,1U.22



STATE OF I{EST VIRGINIA

OFFICE OF LEGISLATIVE AUDITOR, TO HIT:

I, Encll Balley, Leglslatlve Audltor, do hereby

certify that the report of audlt appended hereto yas made

under ny direction and supervlslon, under the provlslons of

the l,{est Vlrglnla Code, Chapter 4, Artlcle 2, os anended, and

that the same ls a true and correct copy of said report.

clven under my hand thls /fto aay of Szok,Q-
1987.

E^r-">-&y
Encil Balley, Legislatlve Audltor

Copy forwarded to the Comnlssloner of the Deparulent

of Finance and Admlnistratlon to be flled as a Dubllc record.

Copies fonrarded to the Insurance Comnlssioner of Hest Virglntai

Governor; Attorney General i and, State Audltor.
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