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PREMIUM AUDIT TIPS

Please take a moment to read the following audit tips, which will help you prepare for your Workers
Compensation premium audits. With proper preparation, you could save time and possibly premium dollars.

We are required to complete premium audits on your Assigned Risk Workers Compensation policy to determine
your policy premium. Your cooperation in scheduling an appointment with our auditor, or completing and
returning the Policyholder Report, is very important.

Remember! An accurate audit depends on having your records prepared for review, and making sure that a
person with detailed knowledge of your business is available to answer the auditor's questions.

Become familiar with your state Workers Compensation requirements. Some of the following questions may apply
to your state.

OUESTIONS COMMONLY
ASKED BY CUSTOMERS

ANSWERS PREMIUM AUDIT TIPS

What records will I need to
provide for a premium audit?

We will look for payroll and
disbursement journals, general ledger,
cash receipt journal, and checkbooks.

Maintain your records up to date
during the policy term.

Will I need to provide my tax
records?

Yes, we will need to review yourtax
records, such as 941's, State
Unemployment Wage reports, 1 099's,
1 040c (Schedule C), 1120, 1 065, etc.

Keep copies of filed tax forms
applicable during the policy term.

Are holiday, vacation, sick time
wages, or housing allowances
included in my Workers Comp
premium calculation?

Holidays, Vacation, Sick Time wages
and housing allowances must be
included in your premium calculation.

Severance and third-party
disability payments may be
excluded. Maintain separate
records for these payments.

Are tips included in my Workers
Compensation premium
calculation?

Tips are excluded, provided your
records separate tips from regular
wages.

For each employee earning tips,
maintain records of tips and
wages paid.

Are overtime payments included
in my Workers Compensation
premium calculation? Note: Not
applicable in the state of Nevada.

Wages paid for overtime are included
as payroll at the employee's regular
pay rate, provided that overtime wages
are recorded separately. Overtime
wages that are recorded separately are
included at two-thirds (213) of the total
amount paid. (Contact your producer
for your state specific guidelines.)

For each employee paid
oveftime, maintain record of
regular wages and overtime
payments.

When can an employee's payroll
be split among more than one
classificition code?

Employee payroll is assigned to the
basic classification that best describes
the business of the employer. lt is the
overall business that is classified, not
each employee or duty. However, the
payrollfor an employee can be split if
the classification can be applied to your
business (based on the Classification
Rules), and you maintain a payroll
breakdown forthe employee by job
classification. Certain job classifi cations
cannot be split for one employee
(examples: 8810, 8742, 887'l, 8748).

lf the conditions are met,
maintain records that reflect the
employee's actual time working
within each job classification.
Remember! Estimated or
percentage allocation of payroll is
not permitted. lf records don't
show the entire payroll applicable
to each classification. the entire
payroll of the individual employee
must be dseigned to the highest
rated classification that
represents any part of his/her
work.
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Can corporate officers be
excluded from coverage?

Some states' Workers Compensation
laws may permit officers to elect
exclusion from Workers Comp
coverage. (Contact your producerfor
your state specific guidelines.)

Send us any required exclusion
forms immediately, and advise us
of any new officers during the
policy term.

What happens if l'm a partnership
and I incorporate during the policy
term? (Change in legal entity or
ownership).

Changing your legal entity status
during the policy term may impact your
coverage and/or premium under your
state's Workers Compensation Law.

Advise us immediately if you
change your legal entity status,
or if the ownership of your
business changes.

Who is an Independent
Contractor?

Generally speaking, an Independent
Contractor is one who makes a
business of providing a specific service
for a pre-determined price, to several
different cuslomers. under his/her own

Maintain copies of contracts and
invoices showing breakdown of
labor and material, business
cards, and certificates of Workers
Compensat ion insurance.

Will I be charged for
I ndependent/Su b-contracted
work?

You may be liable for employees of
uninsured independent
contractors/subcontractors. We
therefore may charge premium for
independenUsubcontracted work
without valid certificates of Workers
Compensation Insurance.*

Obtain and maintain val id
certificates of insurance showing
Workers Compensation coverage
for all independenUsubcontracted
work.

\A/hat is a valid certificate of
Workers Compensation
insurance?

A valid certificate of insurance identifies
a Workers Compensation policy which
is effective during your policy period,
lists the Workers Compensation carrier,
policy number, and policy term, shows
the independent contractor/
subcontractor as "lnsured", and your
company as "Certificate Holde/'.

Make sure the independent
contractor's or subcontractor's
Workers Compensation policy
term is effeclive during the time
the work was performed and paid
for. Obtain proof of Workers
Compensation coverage for the
previous or subsequent term as
needed.

" Definitions and requirements may vary by state. Additional tests of independent slatus may apply.

The best time to prepare for your premium audit is now! Keeping proper records and documentation
throughout the year may save you time and money.

lf you have any questions about your Workers Compensation policy, please contact your Account Manager
Underwriter.
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