CHIEF FINANCIAL OFFICER

JEFF ATWATER
STATE OF FLORIDA

June 2, 2011

Mr. Kevin M. McCarty, Commissioner
Office of Insurance Regulation

200 East Gaines Street

101A Larson Building

Tallahassee, Florida 32399

Dear Commissioner McCarty:

We have concluded our review of selected Office of Insurance Regulation (OIR) service
contracts/grant agreements in effect on or after July 1, 2010, and related management activities.
Our review focused on compliance with the following statutory requirements:

e Service contracts/grant agreements must contain a clear scope of work.

o Service contracts/grant agreements must contain deliverables that are quantifiable,
measurable, verifiable and directly related to the scope of work.

¢ Service coniracts must contain financial consequences for non-performance.

¢ Contract managers must enforce performance of the contract terms and conditions;
review and document all deliverables for which payment is requested by vendors; and
provide written certification of the agency’s receipt of goods and services.

We reviewed nine service contracts and determined that there are several areas where
improvements can be made.

Contract/Grant Management

The contract manager must enforce performance of the contract terms and conditions; review
and document all deliverables for which payment is requested by vendors; and provide written
certification of the agency’s receipt of goods and services and ensure all payment requests are
certified.

Our review disclosed that the contract management activity for five service contracts was not
sufficient, as the contract manager did not document verification that services were delivered
satisfactorily prior to approving invoices for payment. Deliverables were approved based on
vendor-generated data such as invoices, status reports, and time reports, without documented
validation by OIR. The validation process should include reconciling vendor-generated data to
data controlled and maintained by OIR.
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