
At the time your policy was issued, if your premium 
calculation was based upon estimates for payroll, sales/
receipts or total cost, at the end of your policy term, your 
premium will need to be audited to determine your final 
premium calculation.  A Merchants Insurance Group repre-
sentative will contact you to perform a premium audit to 
obtain information needed to determine your final premi-
um calculation.   

1.  What is a Premium Audit and why is it required?

The Premium Audit involves a review of your business op-
erations and records to determine the correct premium 
amount for your policy. When you purchased your Work-
ers Compensation, General Liability, Businessowners or 
Commercial Package policy, the initial premium was based 
upon estimated exposures (payroll, sales, subcontracted 
cost). The final Premium Audit will determine your actu-
al exposures. The actual exposures will then determine 
your final premium amount. This will ensure that you are 
charged the correct premium based on your final actual 
exposures. 

2.  Why does Merchants Insurance Group conduct 
Premium Audits?

Premium Audits are a standard practice and a condition 
of the policy for insurance companies. Audits ensure that 
Merchants Insurance Group has properly classified and 
priced our customers business. This audit review allows 
Merchants Insurance Group to better plan, making your 
rates more accurate and ensuring that we provide the best 
support for your business. 

3.  Who should meet with the Premium Auditor? 

An Owner/Officer or a designated, knowledgeable, trusted 
staff member should work with the Premium Auditor. The 
Premium Auditor will need to conduct an exit interview 
with an owner or trusted staff member to review the final 
results of the audit.  This will ensure the accuracy of the 
final audit. 

4.  What records are required?

Properly maintained records are crucial to the Premium 
Audit. Payroll information for the actual policy period 
is needed. The auditor will also request to review the 
following: Federal 941 Quarterly Federal Tax Return forms, 
State Unemployment forms; general ledger, check register 
or general journal; and Certificates of Insurance for both 
Workers Compensation and General Liability coverage for 
all subcontractors hired and paid during the policy period. 
On the General Liability, Businessowners and Commercial 
Package Policy, a premium charge applies for insured sub-
contractors for which a Certificate of Insurance is provid-
ed. Not providing the Certificates of Insurance may result 
in additional charges under your policy. Policies based on 
sales will require actual sales records, a Profit and Loss 
Statement, and/or Sales Journals. The auditor will require 
two sets of payroll (actual payroll Federal 941forms, or 
State Unemployment forms) and sales documents (month-
ly sales, profit and loss statement) to confirm the audit 
information. 

5.  Why does the auditor conduct an Exit Inter-
view?

The Premium Auditor will conduct the exit interview 
with the Owner/Officer of the company or trusted staff 
member to determine that the complete operations of 
the business are understood, and to ensure that the final 
exposures are correct.  This will help the policyholder 
understand the final exposures and classifications being 
charged on the final audit billing.

6.  What if the Insured still has questions after the 
Premium Auditor has left the premises? 

 The Owner/Officer should contact the Premium Audi-
tor who conducted the audit, or they can contact their        
Merchants Insurance Group Agent. 

Premium Audit 
Frequently Asked Questions

This flyer provides a general overview of our premium audit procedures.                         
For more information, contact your Merchants Insurance Group agent.  


