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A Situation Report is an effective tool used to foster forward progress by informing citizens and 
management of issues that may need attention. It is not an audit and expresses no opinion nor 
draws conclusions. Instead, the report gathers information in order to identify issues relevant to 
the entity. Ultimately, it is the responsibility of the entity’s stakeholders to address the issues. A 
situation report is a tool to improve effectiveness and efficiency. If we improve government 
performance we will improve the lives of Vermonters. 

– State Auditor Thomas M. Salmon, CPA, CFE 
 
 
This small project was created from a preliminary review designed to attain clarifying 
information from a unit of state government, after certain concerns were brought to our 
attention.  It is a report that simply represents questions and corresponding answers related to 
a significant change in philosophy and performance in the area of market conduct examination 
and enforcement. We appreciate the cooperation we have received in this process and have no 
further questions at this time. The activities of any unit of government are the responsibilities of 
management and we hope that the attention by our office given to any area will ultimately 
improve transparency and performance. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

On October 4, 2011, the auditor asked: 
 





“Seven Days” article – February 9, 2011 





















The Complaint – September 27, 2011 







BISHCA Response – October 14, 2011 















The Auditor’s Follow-up Questions – November 1, 2011 





BISHCA Response – November 30, 2011 



 

______________________________________________________________________________________
 

State of Vermont 
Department of Banking, Insurance, 
Securities and Health Care Administration 
89 Main Street 
Montpelier, VT 05620-3101 
ww\v,bishca.state.vt.us 

 
 
             Consumer Assistance Only: 
            Insurance: 1-800-964-1784 
            Health Care Admin.:1-800-631-7788 
            Securities: 1-877-550-3907 

  
MEMORANDUM  BY HAND 

 
To: Thomas M. Salmon, CPA, S tate Auditor 

 
From: Clifford Peterson, General Counsel 

 
Date: November 30, 2011 

RECEIVED 
 
NOV  3 0 2011 

 
Re: Response to Letter of Preliminary Review 

 
\f!.:.r<ol'•l-..11"<  I 

STATE AUDITOR 

 
Dear Mr. Salmon: 

 
In response to your letter of November 1, 2011, I'm attaching several tables.   I should note again 
that "market conduct" is a term of mt referring to just one enforcement mechanism in the insurance 
industry. 

 
Exhibit 1 lists market conduct examinations initiated in 2009 and later and now 
closed. Exhibit 2 lists market conduct examinations initiated in 2009 and still open. 
Exhibit 3 lists insurance enforcement actions generally (including but beyond market conduct). 

These respond to the two bullets in your November 1 letter. 

As to Exhibits 4 and 5:   Each of the Department's divisions has its own "fines" account.   Exhibit 
4 shows the history of the Insurance Division account.  You will see a jump beginning in 2009. 
It is my understanding that this is the result of a directive from the then-Commissioner  to redirect 
some fines from the Health Care Administration (HCA) Division fines account to that of the 
Insurance Division. This was contrary to the Department's established accounting practice and had 
the effect of showing more fine activity in Insurance and less in HCA.   The previous accounting 
practice has been restored under Commissioner Kimbell. 

 
Exhibit 5 lists fines credited to-the Insurance Division's fines account and such HCA fines which, 
may have had some market conduct involvement.  Some large fines, such as that for 5/20/09, 
would have been credited to the HCA fines account but for the directive noted above. 

 
I would be happy to meet with you or your staff to discuss any of this if you wish. 

CP/ 

 
 

Banking 
802-828-3307 

Insurance 
802-828-3301 

Captive Insurance 
802-828-3304 

Securities 
802-828-3420 

Health Care Admin. 
802-828-2900 

http://auditor.vermont.gov/sites/auditor/files/Exhibit%201.pdf
http://auditor.vermont.gov/sites/auditor/files/Exhibit%202.pdf
http://auditor.vermont.gov/sites/auditor/files/Exhibit%203.pdf
http://auditor.vermont.gov/sites/auditor/files/Exhibit%204.pdf
http://auditor.vermont.gov/sites/auditor/files/Exhibit%205.pdf


The Auditor’s Follow-up Questions – January 27, 2012 









BISHCA Response – February 25, 2012 
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