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110 STATE STREET
ALBANY, NEW YORK 12236

THOMAS P. DiNAPOLI
STATE COMPTROLLER

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

New York State Insurance Department
Costs to Administer Department Operations For the Three Fiscal Years Ended March 31, 2009

Comptroller’s Report

We have examined the State Insurance Department’s (Department) Consolidated Statement of Costs to Administer
Department Operations for the three fiscal years ended March 31, 2009. The Statements are the responsibility of
Department management. Our responsibility is to express an opinion on the fair presentation of the Statement data based
on our examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants and the standards applicable to attestation engagements contained in Government Auditing
Standards issued by the Comptroller General of the United States. Accordingly, our examination included tests of selected
transactions and performing such other procedures as we considered necessary in the circumstances. We believe that our
examination provides a reasonable basis for our opinion.

As described in Note 1, the accompanying Statements were prepared on the cash basis of accounting, which is a
comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion, the statements referred to above present, in all material respects, the Costs to Administer Department
Operations for the three fiscal years ended March 31, 2009 in accordance with the cash basis of accounting.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and statutorily mandated
duties as the chief fiscal officer of New York State. These include operating the State’s accounting system; preparing the
State’s financial statements; and approving State contracts, refunds, and other payments. In addition, the Comptroller
appoints members to certain boards, commissions and public authorities, some of whom have minority voting rights.
These duties may be considered management functions for purposes of evaluating organizational independence under
generally accepted government auditing standards. In our opinion, these functions do not affect our ability to conduct
independent examinations.

Office of the State Comptroller Date: July 22, 2010



Exhibit A
NEW YORK STATE INSURANCE DEPARTMENT

CONSOLIDATED STATEMENT OF COSTS TO ADMINISTER DEPARTMENT OPERATIONS
FOR THE FISCAL YEAR ENDED MARCH 31, 2009

Direct Cash Disbursements

Personal Services $ 72,436,779
Real Estate Rental 11,077,504
Miscellaneous Contractual Services 9,746,558
Equipment 1,002,594
Travel 3,488,661
General Office Supplies 590,908
Telephone 575,899
Postage 163,412
OGS Telecommunications 627,744
OGS/OFT Computer 226,562
Equipment Repairs 206,346
Printing 24,644
Equipment Rentals 503
OGS Interagency Courier 32,734
Total Direct Cash Disbursements $ 100,200,848

Indirect Cash Disbursements

Fringe Benefits and Indirect Costs (Note 5) 26,986,741
Total Cash Disbursements $ 127,187,589
Suballocations to other Agencies (Note 6) 79,764,649
Total Operating Costs $ 206,952,238
Offsetting Cash Receipts (Note 4) (11,816,840)
Net Assessable Costs $ 195,135,398

The accompanying notes are an integral part of the Statements.



Exhibit B
NEW YORK STATE INSURANCE DEPARTMENT

CONSOLIDATED STATEMENT OF COSTS TO ADMINISTER DEPARTMENT OPERATIONS
FOR THE FISCAL YEAR ENDED MARCH 31, 2008

Direct Cash Disbursements

Personal Services $ 65,875,150
Real Estate Rental 6,657,509
Miscellaneous Contractual Services 6,360,869
Equipment 955,584
Travel 3,073,666
General Office Supplies 903,567
Telephone 366,316
Postage 442,958
OGS Telecommunications 727,696
OGS/OFT Computer 76,642
Equipment Repairs 237,959
Printing 48,856
Equipment Rentals 1,380
OGS Interagency Courier 52,366
Total Direct Cash Disbursements $ 85,780,518

Indirect Cash Disbursements

Fringe Benefits and Indirect Costs (Note 5) 33,401,094
Total Cash Disbursements $ 119,181,612
Suballocations to other Agencies (Note 6) 64,416,476
Total Operating Costs $ 183,598,088
Offsetting Cash Receipts (Note 4) (12,363,366)
Net Assessable Costs $ 171,234,722

The accompanying notes are an integral part of the Statements.



Exhibit C
NEW YORK STATE INSURANCE DEPARTMENT

CONSOLIDATED STATEMENT OF COSTS TO ADMINISTER DEPRTMENT OPERATIONS
FOR THE FISCAL YEAR ENDED MARCH 31, 2007

Direct Cash Disbursements

Personal Services $ 63,360,949
Real Estate Rental 7,966,363
Miscellaneous Contractual Services 6,528,865
Equipment 2,222,886
Travel 3,427,397
General Office Supplies 742,465
Telephone 319,101
Postage 39,279
OGS Telecommunications 859,210
OGS/OFT Computer 128,999
Equipment Repairs 393,103
Printing 108,897
Equipment Rentals 2,745
OGS Interagency Courier 43,852
Total Direct Cash Disbursements $ 86,144,111

Indirect Cash Disbursements

Fringe Benefits and Indirect Costs (Note 5) 31,505,214
Total Cash Disbursements $ 117,649,325
Suballocations to other Agencies (Note 6) 67,601,565
Total Operating Costs $ 185,250,890
Offsetting Cash Receipts (Note 4) (13,703,297)
Net Assessable Costs $ 171,547,593

The accompanying notes are an integral part of the Statements.



NEW YORK STATE INSURANCE DEPARTMENT
NOTES TO THE CONSOLIDATED STATEMENTS OF COSTS TO
ADMINISTER DEPARTMENT OPERATIONS
FOR THE THREE FISCAL YEARS ENDED MARCH 31, 2009

1. Basis of Accounting

The Department prepares its Consolidated Statements of Costs to Administer Department Operations using the
cash basis of accounting. As such, revenues are recognized when received, and expenses are recognized when
paid.

2. Department Operations

The Department, created January 1, 1860, is charged with regulating the insurance industry. The Department’s
specific statutory responsibilities include monitoring the financial solvency of insurers, approving the
formation, consolidation or merger of insurance organizations, and licensing and monitoring the business
practices of insurers, agents, brokers and adjusters.

The Department’s main office is located at 25 Beaver Street, New York City. The Department also maintains
offices in Albany, Buffalo, Mineola, Oneonta, Rochester and Syracuse. The Department operates under the
direction of the Superintendent of Insurance, who is appointed by the Governor with the advice and consent of
the Senate.

The Department’s Executive Bureau consists of the Superintendent’s Office, the Office of General Counsel,
Legislative Affairs and Internal Audit. In addition, the Department is organized into three major operational
program areas: Administration, Regulation and Consumer Services (See Schedules C-1, C-2 and C-3).

The responsibilities of each program are as follows:
Administration Program

The Department’s Administration Program, which includes the Executive Bureau, establishes
Department policy and recommends statutory changes to the Legislature relating to insurance industry
regulation. It is also responsible for collecting, recording and reporting revenues, procuring necessary
goods and services, and maintaining the Department’s major accounting operations. In addition, this
Program administers the Department’s human resources, budgeting, mail, and supply services.

Regulation Program

The Department’s Regulation Program is responsible for conducting insurer solvency and market
conduct examinations and for reviewing rate filings for life, health, and property and casualty insurers.

Insurers licensed in New York State must meet various statutory requirements regarding their financial
condition and corporate conduct. The Department monitors insurer compliance with these requirements
by performing periodic desk reviews of insurer financial reports, and by doing periodic on-site
examinations of insurer records. Examinations are risk-focused and include an assessment of insurer
internal controls, risk management, financial condition and claims processing procedures.
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The Department’s Insurance Frauds Bureau is responsible for investigating insurance fraud and working
with insurers to prevent insurance fraud and other illegal insurance-related practices. The Capital
Markets Bureau is responsible for analyzing insurer investment portfolios and strategies.

Consumer Services Program

The Department’s Consumer Services Program is responsible for responding to consumer complaints
and performing investigations to assess the trustworthiness and competence of those who underwrite and
distribute insurance products in New York State.

The Consumer Services Program also oversees the testing, licensing and continuing education of agents
and brokers. The Department maintains a registry of all licensees and is authorized to impose fines and
other penalties on those who have violated insurance law.

3. Cost Recovery

In accordance with Section 332 of the Insurance Law, the costs to administer the Department are to be borne by
the insurance industry via assessments on all domestic insurers and all licensed United States branches of alien
insurers domiciled in New York State. The Department’s recoverable costs are assessed against individual
insurers based on their respective dollar amount of premiums written in New York State. For fiscal years 2006-
07 and 2007-08, the assessments were based on actual costs. For fiscal year 2008-09, in accordance with
Chapter 2 of the Laws of 2009, the assessment is based on the Department’s enacted appropriations. As such,
the Department’s assessment on insurers for this period is $434,812,321, instead of the actual costs reported in
Exhibit A. (See Note 7)

4, Offsetting Cash Receipts
Pursuant to statute, as illustrated in Supporting Schedule C-4, the Department routinely receives various cash
receipts. These receipts and aforementioned fees offset the Department’s annual assessment of costs on
regulated companies. The sources of these receipts are noted below:
Examination Fees
Section 313 of the Insurance Law requires regulated insurers to reimburse the Department for necessary
expenses incurred relating to on-site examinations. Reimbursements are based on an hourly rate for
personal services, a fringe benefits rate developed by the NYS Division of the Budget, and actual out of
pocket expenses for travel and related non-personal service examination costs.
Fire Tax Administrative Fees
These fees reimburse the Department for assessing and collecting a mandated tax on the premiums
collected by insurance providers of fire and allied lines of insurance pursuant to Sections 9104/9105 and
2118 of the Insurance Law. The Department distributes the tax revenues it collects to the fire districts in
which the policies were sold.

Security Fund Reimbursements Administrative Fees

All regulated insurers are required to make deposits into the State’s Security Funds established to protect
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policyholders and creditors of insurers in receivership. These Fees reimburse the Department for
processing the revenues received from, and the claims made against, the security funds in accordance
with NY'S Law and court orders.

5. Accounting Records and Indirect Costs

The direct cash receipts, cash disbursements, and adjustments used to compile the Department’s Consolidated
Statements are based on financial records maintained by the Department, and are in agreement with those
maintained by the State Comptroller. Fringe benefit and indirect costs are based on rates developed by the NYS
Division of the Budget. The fringe benefit and indirect cost rates applied during the audit period were 45.81 and
3.32 percent for fiscal 2006-07, 46.96 and 3.40 percent for fiscal 2007-08, and 45.55 and 3.85 percent for 2008-
09.

Contrary to prior years, due to the availability of funds, the fourth quarter fringe benefit payment for fiscal
2008-09 was made in the following (2009-10) fiscal year instead of the Statement year.

6. Suballocations

As illustrated in Supporting Schedule C-5, the Department acts as the financial conduit between regulated
insurers and six state agencies for the financing of several insurance industry-related programs. The funding for
these programs is appropriated as part of the Department’s overall budget but the actual program expenditures
are made by the individual agencies receiving the suballocations.

Department of State (DOS)

This suballocation defrays the costs incurred by DOS for state building code enforcement, urban search
and rescue, state fire prevention, the NYC Fire Academy, rehab & repair of the Fire Training Academy,
fire inspection & fire training at schools, and fire safe cigarettes.

Department of Health (DOH)

These suballocations defray the costs incurred by DOH for developing and revising inpatient hospital
rates for insurance billing purposes, certifying managed care programs, approving managed care
implementation plans, and for overseeing the forge-proof prescription card program and the center for
community health program.

DOH programs added in fiscal year 2008-09 include enhanced newborn screening, cervical cancer
vaccine, immunization, lead prevention, lead poisoning prevention, childhood lead poisoning
prevention, and childhood obesity.



Banking Department

This suballocation defrays Banking Department costs incurred for services and expenses associated with
the operation of the Holocaust claims processing office.

Department of Law

This suballocation provides funding for the Attorney General to prosecute no-fault insurance fraud and
investigate broker and insurer practices in the insurance industry.

Office of the State Inspector General (OSIG)

The OSIG detects, investigates, and eliminates corruption, fraud, criminal activity, conflicts of interest,
abuses of office, and waste in State government.

Division of Criminal Justice Services (DCJS)

This suballocation finances DCJS for its services and expenses associated with the traffic and criminal
software (TraCS) project, an in-car computer system that allows law enforcement officers to
electronically issue traffic tickets and accident reports.

7. Section 332 Litigation

In January 2010, the New York Insurance Association, Inc., a trade association of property/casualty insurers
doing business in New York State, and several domestic property/casualty companies, filed a lawsuit against
New York State, the Governor, the Superintendent of Insurance and the Director of the Budget alleging the
improper implementation of Section 332 of the Insurance Law. The claim asserts that Department assessments
on insurers have contained certain expenses unrelated to the operation of the Department. The plaintiffs seek a
judgment to prohibit the inclusion of such expenses in past and future assessments and seek a refund of all
improper assessments from 2008 to the present, with interest. The New York Health Plan Association, Inc., a
trade association of health insurers and health maintenance organizations (HMOs), along with several health
insurers doing business in the State, has filed a motion to join the lawsuit as plaintiffs. Although the likely
outcome of this lawsuit is not known, Department officials plan to vigorously defend it.
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Appendix A

NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS
FOR THE THREE FISCAL YEARS ENDED MARCH 31, 2009

Supplementary Information

Supporting Schedules A-1 through A-5
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NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS
DISTRIBUTION OF DEPARTMENT COSTS BY MAJOR PROGRAM
FOR THE FISCAL YEAR ENDED MARCH, 31 2009

Direct Cash Disbursements

Personal Service

Real Estate Rental
Miscellaneous Contractual Services
Equipment

Travel

General Office Supplies
Telephone

Postage

OGS Telecommunications
OGS/OFT Computer
Equipment Repairs
Printing

Equipment Rentals

OGS Interagency Courier

Total Direct Cash Disbursements
Indirect Cash Disbursements
Fringe Benefits and Indirect Costs

Total Cash Disbursements

Schedule A-1

Consumer

Administration Regulation Services Total
$10,245,660 $54,167,710 $8,023,409 $72,436,779
9,368 11,065,493 2,643 11,077,504
407,566 8,958,587 380,405 9,746,558
18,470 983,664 460 1,002,594
354,454 3,039,871 94,336 3,488,661
76,410 489,248 25,250 590,908
5,407 461,147 109,345 575,899
243 162,905 264 163,412
1,890 625,854 - 627,744
- 226,562 - 226,562
36 206,310 - 206,346
12,650 10,725 1,269 24,644
- 408 95 503
- 32,734 - 32,734
$11,132,154 $80,431,218 $8,637,476 $100,200,848
3,558,108 20,784,002 2,644,631 26,986,741
$14,690,262  $101,215,220 $11,282,107 $127,187,589
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NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS

DISTRIBUTION OF DEPARTMENT COSTS BY MAJOR PROGRAM

FOR THE FISCAL YEAR ENDED MARCH, 31 2008

Direct Cash Disbursements

Personal Service

Real Estate Rental
Miscellaneous Contractual Services
Equipment

Travel

General Office Supplies
Telephone

Postage

OGS Telecommunications
OGS/OFT Computer
Equipment Repairs
Printing

Equipment Rentals

OGS Interagency Courier

Total Direct Cash Disbursements

Indirect Cash Disbursements
Fringe Benefits and Indirect Costs

Total Cash Disbursements

Schedule A-2

Consumer

Administration Regulation Services Total
$9,390,513  $49,007,688 $7,476,949 $65,875,150
9,918 6,644,469 3,122 6,657,509
407,994 5,450,435 502,440 6,360,869
24,512 929,360 1,712 955,584
408,145 2,533,893 131,628 3,073,666
132,417 755,519 15,631 903,567
2,025 301,553 62,738 366,316
210 442,748 - 442,958
4,086 723,610 - 727,696
- 76,642 - 76,642
1,027 236,765 167 237,959
14,476 31,106 3,274 48,856
151 1,138 91 1,380
- 19,535 32,831 52,366
$10,395,474  $67,154,461 $8,230,583 $85,780,518
4,621,851 24,964,731 3,814,512 33,401,094
$15,017,325  $92,119,192  $12,045,095  $119,181,612
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NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS

DISTRIBUTION OF DEPARTMENT COSTS BY MAJOR PROGRAM

FOR THE FISCAL YEAR ENDED MARCH, 31 2007

Direct Cash Disbursements

Personal Service

Real Estate Rental
Miscellaneous Contractual Services
Equipment

Travel

General Office Supplies
Telephone

Postage

OGS Telecommunications
OGS/OFT Computer
Equipment Repairs
Printing

Equipment Rentals

OGS Interagency Courier

Total Direct Cash Disbursements
Indirect Cash Disbursements
Fringe Benefits and Indirect Costs

Total Cash Disbursements

Schedule A-3

Consumer

Administration Regulation Services Total
$8,651,282  $47,238,403 $7,471,264 $63,360,949
6,931 7,956,394 3,038 7,966,363
514,478 5,766,766 247,621 6,528,865
16,566 2,191,705 14,615 2,222,886
335,718 2,968,207 123,472 3,427,397
193,338 518,492 30,635 742,465
4,150 269,296 45,655 319,101
694 38,417 168 39,279
1,221 857,989 - 859,210
- 128,999 - 128,999
17,520 374,506 1,077 393,103
21,093 72,963 14,841 108,897
177 2,538 30 2,745
- 43,852 - 43,852
$9,763,168  $68,428,527 $7,952,416 $86,144,111
4,364,948 23,423,341 3,716,925 31,505,214
$14,128,116  $91,851,868  $11,669,341  $117,649,325
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Schedule A-4

NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS
COMPARATIVE STATEMENT OF OFFSETTING CASH RECEIPTS
FOR THE THREE FISCAL YEARS ENDED MARCH, 31 2009

Fiscal Year Fiscal Year Fiscal Year
Cash Receipts 2007 2008 2009
313 Examination Fees $ 13,285,116 $12,120,821 $11,487,329
Fire Tax 256,026 140,691 237,508
Security Fund 162,155 101,854 92,003
Total $ 13,703,297 $ 12,363,366 $11,816,840
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NEW YORK STATE INSURANCE DEPARTMENT
COSTS TO ADMINISTER DEPARTMENT OPERATIONS
COMPARATIVE STATEMENT OF SUBALLOCATIONS TO OTHER AGENCIES
FOR THE THREE FISCAL YEARS ENDED MARCH, 31 2009

Agency

Department of Banking

Office of the Inspector General
Department of Health
Department of State
Department of Law

Division of Criminal Justice
Services

Total

Fiscal Year Fiscal Year Fiscal Year
2007 2008 2009

$ 329,624 $ 339,246 $ 381,451

321,168 211,226 288,774

37,043,887 31,306,430 47,687,325

20,936,066 24,223,231 22,941,149

8,970,820 6,320,324 6,523,568

- 2,016,019 1,942,382

$ 67,601,565 $ 64,416,476 $ 79,764,649
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