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Workers’ Compensation Audits
for Contractors: How to Avoid
Surprise Premium Changes

For contractors, workers’ compensation audits are
a routine part of doing business—but they can still
lead to unexpected premium changes if you’re not
prepared. Because contracting operations often
involve fluctuating payrolls, subcontractors, and
multiple job types, audits tend to focus heavily on
documentation, payroll details, and job
classifications.

At a high level, a workers’ compensation audit
compares the payroll and operations estimated at
the beginning of the policy term to what actually
occurred during the year. Premiums are generally
based on payroll and the type of work performed,
so changes during the policy period can affect the
final audit results.

Common audit issues for contractors include
missing certificates of insurance for subcontractors,
employees performing duties outside their usual
roles, new types of work added mid-year, and
payroll that is not clearly separated between field
and clerical duties where applicable. In some cases,
when records are incomplete or unclear, payroll
may be assigned to the highest rated applicable
class, which can increase the audited premium.

Preparation can help reduce surprises. Keeping
organized payroll records, tracking subcontractor
certificates as they are received, clearly
documenting employee duties, and noting
operational changes throughout the year can make
audits smoother. Reviewing estimated payrolls and
job classifications before renewal can also help
align expectations and reduce last-minute
adjustments.

During the audit itself, responding promptly and
providing clear, consistent information is
important. If an auditor asks questions about job
duties, overtime, officer payroll, or business
activities, providing straightforward explanations
and supporting documentation can help avoid
misunderstandings. After the audit, it’s a good
practice to review the results for accuracy and
request clarification if something doesn’t seem to
align with your records.

Workers’ compensation audits are not meant to be
punitive. They are designed to align premiums with
actual exposure over the policy term. With
proactive organization and clear communication,
audits can become a predictable part of doing
business rather than an unwelcome surprise.

If you'd like help getting audit-ready or want to
review changes before your next renewal, our
team is always available to talk through the
process.

Audit-Ready Checklist for Contractors

e Up-to-date payroll records and payroll
summaries

e Clear tracking of overtime pay
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e Quarterly payroll or tax filings, if requested by
the auditor

e Job descriptions for employees performing
multiple duties

e Certificates of insurance for all subcontractors
used during the policy term

e Notes on new operations, job types, or services
added during the year

e Documentation for officers or owners, including
applicable officer caps or elections where
relevant

e Clear separation of payroll between different
roles where applicable

e Review of estimated payrolls prior to policy
renewal

Contact Us! (617) 773-9200
www.tonry.com/contactus

CONTACT US

Tonry Insurance Group, Inc. has two
convenient locations in Massachusetts,
Grossman Drive in Braintree and Bedford
Street in Lexington.

Tonry has served New England insurance
clients since 1926, providing
personalized, professional service and
competitive product pricing from a wide
range of local, regional, and national
insurance companies.

Our courteous, knowledgeable staff has
the experience to assist you with all your
insurance needs.
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