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General Liability Audits: How to
Prepare and What to Expect

Insureds commonly associate audits with workers’
compensation insurance, but general liability
policies may also be subject to audit. While this is
disclosed when the policy is issued, some business
owners may not realize that audits can apply to
their general liability coverage. The focus is
different from workers’ compensation, but the
purpose is similar: to ensure the information used
to calculate premiums reflects how a business
operated during a policy term.

At a high level, a general liability audit is a review
of business activity over the policy period.
Depending on the carrier, these audits often focus
on exposure measures such as payroll, gross
receipts, sales by operation, subcontractor costs,
and identifying changes in the type of work
performed throughout the policy period. Because
general liability premiums are commonly based on
classifications, changes during the year can affect
the final audit results.

For contractors and other service-based
businesses, general liability audits often raise
guestions when operations evolve. Taking on new
types of projects, working in different
environments, or increasing the use of
subcontractors can all impact how exposure is

viewed. When records are incomplete or unclear,
auditors may assign payroll, revenue, or costs to
broader or higher rated categories, which can
increase the audited premium.

Preparation throughout the year can help make the
audit process smoother. Maintaining consistent
records of payroll by classification, gross receipts,
tracking revenue by job type when possible, and
keeping clear documentation related to
subcontractor costs can help support how the
business operates. All subcontractors should
provide your company with a certificate of
insurance and sign a subcontractor agreement.
Noting operational changes as they occur—rather
than trying to recreate details months later—can
also reduce confusion during an audit.

During the audit itself, timely responses and clear
explanations are important. Auditors may ask
follow-up questions to better understand how
work is performed or how revenue is generated.
Providing straightforward information and
supporting documentation can help prevent
misunderstandings. Not complying with an audit
can result in cancellation of your current year’s
policy or a non-renewal at the end of the year.
After the audit, it’s good practice to review the
results carefully and request clarification if
something does not align with your records.

General liability audits are designed to align
premiums with actual exposure during the policy
term. If questions arise or the audit results are
disputed, our team can assist by reviewing the
findings (audit worksheets), gathering additional
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documentation, and working with the carrier to
seek clarification.

Audit-Ready Checklist for General Liability

e Organized records of payroll by work
performed, sales, and total subcontractor
cost for the policy period

¢ Documentation showing revenue by job
type or operation, where available

e Certificates of insurance and subcontractor
agreements for all subcontractors

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

e Contracts or project summaries that help
explain the nature of work performed

e Timely responses to audit requests
and follow-up questions

e A post-audit review to confirm results align
with business records

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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