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Are you overpaying for worker’s comp audits?

By GREGG M. SCIIFF
Special Report for The Business Journal

Are you due a refund from your insurance
carrier(s) because of overpayments made in the
past? Are you sending your insurance company
mor¢ than you need to each month for your
workers-compensation-insurance  coverage?
Both of these possibilities may seem unlikely,
but those are exactly the questions an indepen-
dent workers-compensation audit will answer,
Although you may think of an audit as some-
thing that cosis you money, this is an audit that
can actually save you money.

The system for computing workers' com-
pensation insurance premiums is a complicated
one, involving insurance companies, rating bu-
reaus, insurance agents and the injured. Despite
the best inlentions of insurance agents and in-
surance companies in classifying and applying
the rules and regulations, it is not uncommon for
errors 1o occur. Rarely do insurance profession-
als have the time, personnel or expertise to guar-
antee error detection and analysis of the wide
vanety of components in the calculation of your
prémium.

Additionally, since the insurance industry
1s regulated on a state-by-state basis, there can
be sigmiicant exceptions that are not always
understood even by the insurance profession-

als. Rules regarding classiflications, expenience
modification calculations, endorsements, dis-
counts and other credits are often overlooked
or ignored, resulting in undetected overcharges.

As a result, many companies ar¢ often over-
charged lor their workers” compensation insur-
ance and lose valuable savings opportumbics.
How do you determine if you are paying oo
rmuch? You can learn through study, or as many
companies do, you can hire the experts. Some
workers' compensation auditing ¢onsultants are
so convinced they can reduce your premium
payments or uncover overcharges that they are
willing to work on a contingency fee basis. No
recovery, no fee.

What will happen in a workers' compensa-
tion audit and what will be the drain on your
resources? The review usually involves an on-
sie visil to review your workers-compensation
records, including billing statements, experience
rating worksheets, loss histories, el
Through this analysis, the consullant can de-
terming if you have overpaid and il altermate
means would result in lower premium costs. IF
an error 15 located and you have been over-
charged, the insurance carrier will process a re-
fund. This type of audit has nothing to do with
a company's workers-compensation claims.
That 15, 1t doesn’t matter if your company has

a large number of claims or none at all.

Often, companies think their insurance
agents provide such services. I this were the
case and agents discovered all the mistakes
that occur, audiing firms would be oul of
business. Technical mistakes located by au-
diting consultants are usuvally out of the
hands of agents. The system is structured in
such a way that it is difficuly, if not impos-
sible, for agenis to catch and correct many
types of overcharges that can be identified
by independent consultants.

If you plan 1o interview potential consult-
ants, ask if the consultant is affiliated with some
insurance agency or carrier, Some firms that per-
form reviews of workers” compensation premi-
ums are aciually owned by insurance agencics.
Although they may perform credible work, a
client should know whether or not thetr con-
sultant 15 truly independent or may have a hid-
den agenda.

Gregg M. Schiff is vice president of
Workers' Compensation Services Ine., an
independent review company specializing
i recovering workers' compensation pre-
minm overcharges and providing cost sav-
ing recommendations on a contingency fee
basis. He can be reached at 303-368-8254 or
800-530-8657.



