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Some unique concepts needed for health plan reviews 

By Lester C. Schott, CPA, CFE, CGMA, Mark E. Laccetti, CPA, CGMA, and Francis X. Bossie, CPA 

Has your institution entered the health insurance 

business? This is a very different business than 

providing healthcare. Baker Tilly is pleased to 

share information about health insurance and how 

to audit key aspects. The first article addresses the 

regulatory environment, including topics such 

as Model Audit Rule and State Examinations. 

Internal auditors can assist their institutions in 

assessing and testing internal controls. 

Lester C Schott is a Partner with Baker 
Tilly. He has over 30 years of experience 
in government auditing and insurance, 
including financial solvency regulation 
of insurance companies. You can reach 
Les at Lester.Schott@bakertilly.com and 
(410)824-6011.

Mark E. Laccetti is a Partner with 
Baker Tilly. He has worked with audit 
committees, management and 
corporate counsel to help create 

consistent, transparent financial 
reporting of the highest quality. You 
can reach Mark at Mark.Laccetti@ 
bakertilly.com and (215) 557-2217. 

Francis X. Bossie is an audit services 
director with Baker Tilly. He provides 
internal audit and risk management 
services to the healthcare and higher 
education communities. He recently 
served as Executive Director of Internal 

Audit for the Johns Hopkins Institutions. 
You can reach Frank at Frank.Bossie@ 

bakertilly.com and (703) 923-8828. 

L
icensing for health insurers falls under the 
jurisdiction of state insurance commissioners. The 
state insurance commissioners exercise significant 
authority and oversight, including approving 

premium rates, conducting financial and compliance 
examinations, and sometimes also initiating market studies. 

Some insurers must also comply with the Model Audit Rule, 
which sets standards for governance and internal controls 
of the insurer, similar to Sarbanes-Oxley. If the health insurer 
provides Medicaid coverage, it also receives oversight from 
the state's health department, which sets premium rates 
and mandates coverages. Many health insurers' plans are 
entering the Medicare Advantage programs, which brings 
further oversight from the federal Centers for Medicare and 
Medicaid Services (CMS). 

Many healthcare organizations are expanding their services 
to include health insurance, whether by offering employer
sponsored plans, joining Medicaid plans or entering 
Medicare Advantage programs available to the public. 
Health insurance presents different business challenges and 
risks, along with opportunities to control costs, improve the 
quality of care and generate additional revenue. 

Regulatory oversight 
Generally, health insurance coverage offered to the public 
will be subject to state insurance department oversight.1 

Insurers accept premiums and also accept the risk to pay 
claims as claims emerge. Regulators ensure the insurers 
remain financially solvent and are able to pay those claims. 

The National Association of Insurance Commissioners 
(NAIC) serves as the U.S. standard-setting and regulatory 
support organization. It was created and is governed by the 
chief insurance regulators from the 50 states, the District of 
Columbia and five U.S. territories. Through the NAIC, state 
insurance regulators establish standards and best practices, 
conduct peer reviews and coordinate their regulatory 
oversight. NAIC staff supports these efforts and represents 

1 Health Plans established only to self-insure an entity's employees do not 
fall subject to state insurance department oversight, including l icensing 
requirements. 
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