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Yes. E is a non insurance subsidiary and C is a non insurance subsidiary; therefore, assuming Partner
King has not previously served as the lead audit partner on an insurer, the partner rotation
requirements of Section 7 are not applicable relative to non insurance subsidiary E and non insurance
subsidiary C.

21. Can Partner Jones rotate from serving as the lead audit partner on insurance subsidiary A to serving as
the lead audit partner on non insurance subsidiary E for the 2011 year end audit?

Yes. However, Jones can only serve for one year due to four years prior service as the lead audit
partner on insurance subsidiary A (an insurance affiliate). The limitation initiates with serving as the
lead audit partner on an insurer.

22. Can Partner Jones rotate from serving as the lead audit partner on insurance subsidiary A to serving as
the lead audit partner on insurance subsidiary D for the 2011 year end audit?

Yes. However, Jones can only serve for one year due to four years prior service as the lead audit
partner on insurance subsidiary A (an insurance affiliate). The limitation initiates with serving as the
lead audit partner on an insurer.

23. Can Partner Little rotate from serving as the lead audit partner on insurance subsidiary B to serving as
the lead audit partner on non insurance subsidiary E for the 2011 year end audit?

Yes. However, Little can only serve for two years due to three years prior service as the lead audit
partner on insurance subsidiary B (an insurance affiliate). The limitation initiates with serving as the

lead audit partner on an insurer.

Prohibited Services (Section 7 G)

The Model does not allow the Commissioner to accept an Audited financial report prepared by an
accountant who provides the insurer, contemporaneously with the audit, non-audit services as outlined
within the Model. One of the prohibited services outlined in the Model consists of bookkeeping or other
services related to the accounting records or financial statements of the insurer. The prohibition in this
area should include, but is not limited to, services related to the preparation of the Annual Statement to be
submitted by the insurer. However, the drafting of the Audited financial report would not be prohibited
provided that the accountant does not assume decision-making authority (e.g. approval of journal entries)
in compiling the draft report.

Communication of Internal Control Related Matters Noted in an Audit (Section 11)

In addition to the annual Audited financial report, each insurer must furnish the Commissioner with a
written communication as to any unremediated material weakness in its internal control over financial
reporting noted during the audit. The communication is prepared by the accountant within 60 days after
the filing of the annual Audited financial report and is filed by the insurer. Recognizing it may not always
be practical, insurers are encouraged to file the communication concurrently with the filing of the annual
Audited financial report for those years in which the insurer is aware that a financial condition
examination has been scheduled. The insurer is required to provide a description of remedial actions taken
or proposed to correct unremediated material weaknesses, if the actions are not described in the
accountant’s communication.

The Model requires that the Commissioner be notified when unremediated material weaknesses in
internal control over financial reporting were noted during the audit. Previous versions of the Model
required such communication when any significant deficiencies in internal control over financial
reporting were noted during the audit, whether remediated or not. This distinction is important because of
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