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Oklahoma State Senator Kim David

david@oksenate.gov
· Authored SB 289 (2011) which sought to remove language requiring that the cost of certain examinations conducted by the Insurance Commissioner will be borne by the company which is the subject of the examination. 

· Introduced Mr. Jeff Hamilton, Director of Mallett Funeral Home, who is a constituent. The Insurance Commissioner performed a random audit on Mr. Hamilton’s Funeral Home. This was a ‘no cause’ audit; there were no complaints drawn against the funeral home that led to the audit. Senator David believes this is an undue cost on small business owners and recommended that there may need to be a stipulation made in the law that requires the company to pay for the cost of the examination only if there are complaints drawn against the subject company. It is her belief that if there is a ‘no cause’ audit, then the Insurance Department should be responsible for the cost of the examination. 
Jeff Hamilton, Funeral Director 

Mallett Funeral Home, Wagoner, Oklahoma

· Mallett Funeral Home has been in business for 62 years. The funeral homes are required to hold premium trust accounts separately. Mr. Hamilton’s business hires an independent accountant to provide an accounting of the financial records every year, where the accounting report is then required to be submitted to the Insurance Department. The Insurance Department sends a letter of approval or disapproval. Mr. Hamilton stated that he has never had a letter of disapproval. He believes that these yearly examinations allow him to check the way they do business and are helpful.
· The Insurance Department conducted an extra examination to audit the funeral home and the recent examination cost the funeral home $3,484. Mr. Hamilton feels the process requires an unnecessary examination and that the current system is wrong. 
· Recommended that removing language in Title 36, Section 309.3(d) would remedy the problem. Section 309.3(d) states, “When making an examination under Sections 309.1 through 309.7 of this title, the Commissioner may retain attorneys, appraisers, independent actuaries, independent certified public accountants or an accounting firm or individual holding a permit to practice public accounting, certified financial examiners or other professionals and specialists as examiners, the cost of which shall be borne by the company which is the subject of the examination.”
· Stated that other industries, such as banks, hospitals, and real estate, are not required to periodically furnish audits and these businesses do not have to bear the cost for audit. Mr. Hamilton believes the funeral home industry is singled out. Additionally, if an individual is audited by the IRS, the subject of the investigation does not pay for the audit, the IRS does. Stated that he “doesn’t mind the Insurance Department comes to dig, he just doesn’t want to pay for their shovel.”
· The audit lasted from November 2010 until May 2011. While the auditors were thorough and professional, the Insurance Department billed Mallett Funeral Home the hours the auditors worked during those months. Mr. Hamilton believes the length of the audit examination was too long. 
Owen Laughlin, General Counsel
Oklahoma Insurance Department

· Mr. Laughlin finds the examination process to be costly and difficult. The law does say that exams should occur every three years. 

· Explained that it is hard to find a competent CPA to do the audits. 

· Gave examples of discrepancies and felonies discovered in funeral home audits performed this year. Audits are necessary since some businesses are not well run.
· Noted that the main complaint from examiners is that the reports are incomplete and that they are unable to determine the status of the trust funds. 

· Stated that the department wants to be business friendly, but their job is to protect consumers. 

Rick Farmer, Assistant Commissioner
Oklahoma Insurance Department
Rick.Farmer@oid.ok.gov 
· Agreed that, in other industries, the subject of the exam is not required to pay for the exam. However, every entity that the Insurance Department regulates is treated the same way- they all pay for their audits. Mr. Farmer believes that funeral homes are not “singled out.”
Mark Riley, Agency Director

Oklahoma Funeral Board

mriley@okfuneral.com 
· 422 funeral homes in the state. Approximately 75 percent of funeral homes have trusts. 
· The Oklahoma Funeral Board does not have the legislative authority to examine trusts like the Insurance Department does. Do have the authority to punish individuals who commit crimes. 
· Not required by statute to inspect funeral homes annually. Instead it is a directive of the board. 
· Whenever the board suspects there is any financial malfeasance going on, it will alert the Insurance Department. Concerned about making sure these issues are headed off as soon as possible, before any money goes missing. 
· Recommend that the legislature revisit the idea of creating a guaranty fund for trust pre-paid funeral trusts. Mr. Riley believes that 15% is not a high enough number to protect the consumer. 
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