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FROM THE PRESIDENT’S DESK
By John Dennis, NSIPA President
Happy New Year!
The start of a new year is known as a time to take action on those
things we have wanted to do, or stop doing for that matter, but
never put forth a concerted effort to bring to fruition.
In keeping with this tradition I would like to take this opportunity
to discuss a phrase espoused by many over the years which, in
my opinion, never seems to maintain traction; “adding value to the
Premium Audit Profession”.
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We, those of us who have spent time in the field, can provide a
litany of “reasons” why it is extremely difficult to engage in those
“value added services” discussed ad nauseam during corporate
meetings, the numerous documents created and circulated within
each company, even covered in the APA 91 & 92 textbooks.
The most common difficulty amongst auditors when it comes to
engaging in value added services is; “being asked to produce more
audits without an equal increase in time to complete the tasks”.
Our Vendor Partners will gladly inform anyone willing to listen,
their customers (Carriers) continue to ask for more and more on
each audit! They will also point out although they are asked to
provide more and more on each audit while no carrier, at least to
my knowledge, has offered to allow the vendor to increase their
price which would allow them to hire and train more auditors to
provide the additional information and provide better time service.
There is some validity to both of the aforementioned “reasons”
related to the difficulties in providing “value added services”
however; I have been around when we did audits on paper
and used carbon to make copies. Can you imagine making a
correction without the benefit of using a delete button! We got it
done, maybe being more conscientious to avoid having to start
all over again… Even when a risk with a single operation had two
different classifications for General Liability, for you newer folks
it was called “pre-simplified” GL, each with a different exposure
base. I digress, my apologies, the point being we have always, as
Premium Auditors, dealt with situations where we had to do more
with less.
This is not a new phenomenon; there have always been plenty
of “reasons” why an auditor doesn’t have time to engage in those
“value added services” senior management banters around from
time to time.
Before continuing the discussion on how Premium Auditors can
add value to the company it would behoove all if the concept
is identified in tangible objectives, what are the attributes that
Continued on page 3
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add value to the company? You might be
surprised to find out there is added value
in just performing your job the way it is
designed to be handled.
I recently had lunch with a “gentleman”, I use
the term loosely, whom I have developed a
relationship with over the years. This fellow
has been in the industry about 40 years and
has probably forgotten more about audit than
I have learned, and that says a lot. I try to get
him out to lunch once a quarter, sometimes
I am more successful than others due to
no fault of his, and more often than not the
conversation gets around to when he used
to conduct audits (he also will ask me “what
is a Basic Classification”). The conversation
goes something like this: “When I did an
audit I knew my account, next year you could
ask me a question about one of my accounts
and gosh darn it I knew the answer. Now a
days these auditors can complete an audit
last week and if you ask them a question
about it they don’t have a clue! They will say
I will have to call the insured and ask! Not
all auditors are like this, before our web site
is bombarded with comments. However, I
have worked with this person and we had
similar responsibilities and I can attest to the
fact more often than not what he stated is in
fact the case, kudos to those who spend time
to know their account. To be honest I don’t
know how you can conduct an accurate audit
if you don’t know the risk you are auditing.
Question; which of the following scenarios
do you believe the insured would “feel” their
business means something to the carrier
other than billing and collecting premiums?
The one where the auditor takes the time to
understand the nuances of their business
or the one where the auditor focuses
entirely on developing the exposures and
making it to the next stop? Performing a
professional detailed audit of itself “adds
value” to the company, it tells the customer
they matter. Please note this doesn’t require
any additional time, if you’re not doing this
then you are depriving the company of an
opportunity to impress upon the customer
they do in fact matter.
In my opinion, the question should not be
how do I find time to engage in “value added
services”, it should be how can I afford “not
to” find time to provide value added services!
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You might be surprised to know the lowest
price is not always the determining factor
when a customer chooses a carrier for their
coverage. Insurance is a unique instrument in
that the customer is paying for a promise for
a possible future performance (pay a claim,
provide legal representation). The company
that does the best job at communicating and
building confidence with the customer is the
company that will retain their clients.

Be proactive; make it your business to
find out who the primary contacts are at
the carrier. Vendors, your internal staff
should compile such a list for all of your
customers, and company auditors should
become acclimated with contacts in the
other departments within your company.
Whether it is a claim the insured feels should
never have been paid, a billing issue or an
issue with their agent, the auditor should
listen intently and direct the inquiry to the
I am sure most, if not all of you, have heard appropriate party.
“you are the company”. What does this
mean? It means in the majority of all accounts So far we have discussed value added
the Premium Auditor is the “only” person the services from the perspective of the insured,
insured sees from the company, Vendors and noteworthy is the fact none of what has
remember you represent multiple companies been discussed added any additional time,
but you are the carriers’ representative. Most similar value can and should be added to
carriers will only conduct a loss control survey the company. Again, I would like to start
on accounts that exceed a certain premium with something that most auditors already
threshold, Underwriters usually visit their do, however, a slight change to an existing
agents as do marketing representatives thus process can add value. How many times
we are it.
do you communicate information to the
underwriter using some variation of what
What can we do? First is to understand is known throughout the industry as the
to the customer “you are the insurance “notice to underwriter”. The problem with this
company”, they may send an e-mail or make communication is it is quite often not used
a telephone call, which frequently results properly.
in leaving a message, everybody is busy,
which means any negative experience they It might serve every auditor to actually find
may have experienced associated with the out what an underwriter does when they
carrier will be communicated, and often receive a submission to determine if they
times misdirected, to you. Understanding will quote it. The amount of paperwork the
any frustrations the customer exhibits is not underwriter has to review is tremendous, a
directly associated with anything you did but good underwriter has to glean the pertinent
you are “the company” and they don’t have and relative information from tons of
any other opportunity to convey their feelings documents the last thing they need to do is
to repeat this “gold mining expedition” with
to anyone else from the company.
the audit report completed on an account.
When an insured shares an unpleasant
experience with you it is an opportunity to A communication which is consistently used
provide “value added service”, listen to the by auditors can be reformatted to actually
complaint, take notes, do not make any add value. Concise, actionable information
commitments, let the insured know you will on the notice to underwriter adds value, the
make certain their complaint is routed to underwriters are more likely to pay attention
the proper person within the company who to it when they don’t have to try and decipher
can assist them. Next, you must back it up what is being asked of them. Underwriters
with action, how many times people will say need a short recap of what needs to be done
they are going to communicate something and why, save additional comments that
but never do. Follow up, find out who at the don’t require UW action to another section
company can address the issue, once you of the audit.
communicate it contact the insured and let
them know you have done so, you have Comments, in another section of the audit
no idea how much this will mean to the report, related to the appearance of the
physical location assist loss control and
customer.
underwriter in identifying potential hazards
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AUDIT TIPS: OVERTIME DEFINITION AND ALLOCATION
By Kevin W. Hunt, APA, Assistant Vice President Of Premium Audit - Field
Zenith Insurance Company
The following
is information
outlining the
requirements
that must be met
for insurance
carriers to provide
an overtime
adjustment
when calculating
exposure for
the coverage
provided.

show overtime pay separately by employee.
The records must show the hours worked at
the standard rate and overtime rate of pay.
This allows for validation of the increase in
compensation based on hours worked and
allows for the calculation of the rate increase.

The extra pay for overtime is excluded from
payroll on which premium is calculated,
provided that the insured’s books and
records are maintained to show overtime
pay separately by employee and in summary
by classification. Extra pay is the difference
between the regular pay rate and the
First and foremost the definition of overtime overtime pay rate multiplied by the number
is clear and concise stating there must be an of overtime hours worked.
increase in the rate of pay. This rate of pay
Source: NCCI Basic Manual 2001 Edition
must be reflected in the insured’s standard
payroll records and not calculated after the
When an employee that is paid on a basis
fact to back into an adjusted hourly rate.
other than hours worked it is important to
Overtime means hours worked for which differentiate between an increase in pay
based on hours worked and an increase
there is an increase in the rate of pay:
based on performance. If an employee
a. For work in any day or in any week in is paid based on piecework (per load) in
excess of the number of hours normally order to qualify for an overtime adjustment
the standard payroll journal must reflect an
worked.
increase in the rate of pay per piece (load)
b. For hours worked in excess of 8 hours in after the normal workweek hours have been
met. Without an adjustment in the rate of
any day or 40 hours in any week.
compensation after the benchmark hours the
c. For work on Saturdays, Sundays, or definition of overtime has not been met and
no deduction can be allowed.
holidays.
An employee is paid on a piecework basis.
If the rate of pay per piece is increased after
the employee works the normal number of
hours, the excess portion above the regular
piece rate, earned during the extra hours
worked, should be treated as overtime.
An increase in the piece rate for increased
Source: NCCI Basic Manual 2001 Edition production within the normal working hours
should not be treated as overtime.
The rate of pay increase must also be based
on hours worked, and not associated with
Source: NCCI Basic Manual 2001 Edition
shift differential or premium pay for working
time other than the normal work schedule.
There are specific instances and types of
employment where overtime is not allowed
Forms of incentive pay, commonly referred or calculated in a method that would seem to
to as “shift differential” or “premium the lay person to be unjust. Examples of this
pay” associated with working other than are for Stevedoring and Guaranteed Wage
normal day shift hours during the standard contacts.
workweek, are not considered overtime.
Exclusion of overtime pay does not apply to
Source: NCCI Basic Manual 2001 Edition payroll assigned to any classification under
the caption Stevedoring with a code number
Proper record keeping is a further requirement followed by the letter “F”.
for the deduction of overtime. Insured’s
books and records must be maintained to
No deduction for overtime is permitted
for wages earned by employees who
work in excess of 40 hours per week
but do not receive an increase in
their normal hourly rate of pay for the
overtime work.
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In some industries, guaranteed wage
contracts or agreements exist under which
the employee receives a guaranteed wage
for work up to a specified number of hours
per week, such as 50. The guaranteed wage,
for example, is calculated on the basis of
40 hours at straight time and 10 hours at
1 1/2 times the basic hourly wage. Under
guaranteed wage plans of this general type,
the full guaranteed wage is included in the
premium calculation for any hours that an
employee works up to the maximum number
of hours covered by the guaranteed wage,
regardless of how this wage is calculated.
The overtime rule is applicable in the case
of guaranteed wages only to earnings in
excess of the guaranteed wages.
This rule applies with respect to higher rates
of pay that are paid at the traditional overtime
hourly rate of pay for work on Saturdays,
Sundays, or holidays, even though the
employee has not worked the normal
workweek, because work on these days has
been regarded traditionally as overtime and
not as part of the normal workweek.
Premium Pay is extra compensation paid
to employees who work nights, holidays,
weekends, other special hours or work under
unusual conditions. This premium pay is
not considered overtime pay when it is the
normal pay for working these shifts.
Source: NCCI Basic Manual 2001 Edition

In summary, specific conditions must be met
in order to qualify for an overtime credit:

•

There must be an increase in the rate
of pay.

•

The increase must occur consistently
after the normal daily or weekly
established hours have been met.

•

The standard payroll register must show
overtime pay separately by employee
and in summary by classification.
(Separate records cannot be created for
overtime calculation purposes).

AUDIT TIPS: RESIDING OUT OF STATE
By carlos garcia, Consultant, VRSE International
No, this is not about
immigration, it is
about
employees
that live in one
adjoining state and
work in another
state where the
insured has their
operation.
The
insured does not
have any operations
in the adjoining state
where some of their
employees live and their payroll is reported
to. There are numerous examples of this type
of issue with California & Nevada, Illinois &
Indiana, and North & South Carolina to name
but a few.
Normally this situation occurs with
management employees that are usually
assigned to standard exception codes or with
outside salespersons spread out across the
country. Most of us in the premium auditing
profession have come across this several
times over our career and don’t really give
it much thought. Since NCCI has the largest
geographic footprint, and for simplicity’s
sake, lets just say that this example is in 2
adjoining NCCI states. But it works equally
well with Independent Bureau states & NCCI
states in the mix.

Normally this isn’t a big deal, as standard
exception employees would be assigned to
standard exception codes regardless if they
lived in the state of operation or an adjoining
state. However, is that always the case,
or can the governing code of the state of
operation come into play depending on the
duties of the out of state employees. For this
example, lets use NCCI national code 8869’s
phraseology which became effective on Jan
01, 2011 (OR has a state exception & TX is
n/a):
“CHILD CARE CENTER—ALL
EMPLOYEES INCLUDING CLERICAL,
SALESPERSONS & DRIVERS

employees in the adjoining state. No worries,
here is how it all works out as both yes and
no.
If the duties of the out of state employees are
standard exceptions in nature (code 8810
& 8742), then the standard exceptions are
assigned to those employees regardless of
the governing code in the state of operation.
As such, the nature of the business in the
adjoining state is that of a standard exception
and classified as such.
If the duties of the out of state employees are
standard exceptions and even one teacher at
the child care center in the state of operation,
then code 8869 is applied in the adjoining
state as the teachers duties are beyond the
scope of the standard exception codes. Once
code 8869 comes into play, the standard
exceptions are gone and incorporated into
the new governing code for the adjoining
state for this example.

This classification includes centers serving
both preschool and school-age children.
Code 8869 is not applicable to traditional
schools providing before- and aftercare programs for school-age children.
Orphanages or child care medical providers
to be separately rated.”
Yes, this was a real audit example where this
issue came up. It illustrates the complexities
You will immediately notice that this of our profession, the sound understanding
phraseology
includes
the
standard and application of the rules (even those
exceptions clerical, salespersons, & drivers. that are unwritten), and the methodology
Now at this point you must decide if those and reasoning used to properly classify
standard exception employees residing & this operation in a state where the insured
paid in an adjoining state can be assigned has no operation. Isn’t premium auditing
to the standard exception code 8810 Clerical entertaining?
or code 8742 Salespersons, or must they
be assigned to the governing code 8869 of Thank You, Carlos Garcia
the business in the state of operation? Now
keep in mind there is not a single NCCI rule
regarding how to classify an operation in a
state where you have no operation at all.

NCCI’s Rule 1A2 states “Subject to certain
exceptions, it is the business of the employer
within a state that is classified, not separate
employments, occupations or operations
within the business.” It all sounds goods, but
you immediately realize that this rule has no
meaning to a state where the insured does
not have any operations, only employees I know, good question! The short answer is
who reside in that state.
Yes & No, depending on the duties of the

FROM THE PRESIDENT’S DESK
Continued from page 3

that may make the risk less attractive
remember no one else actually sees the
location. If you are working in an area where
the employees congregate, conversations
about the work environment good or bad can
be useful as well. If you hear an employee
at a manufacturer tell a coworker they
have been here a week operating a piece
of equipment after only a couple of hours
of training that could be useful information;
perhaps it may prompt the carrier to perform
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a loss control inspection or examine the
company’s training program.
A construction site where workers are using
lifting equipment to reach areas off the
ground to work in lieu of scaffolding would
surely be helpful. Being the “eyes and ears”
of the company is not helpful if what you
see and hear is not communicated to the
appropriate department.

VOLUME 38 • ISSUE 3

There are numerous ways Premium
Audit can add value of which I have only
touched on a few, the point is none of what
is addressed in this article should add
any additional time to the auditors duties.
Commit to the aforementioned opportunities
and adjustments to things you already do
and I assure you your value added services
will be recognized and appreciated!
Happy New Year!
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THE DECISION PARADIGM

By Mark Duncan, PREMIUM AUDIT SPECIALIST, ZURICH NORTH AMERICA
As premium audit
team leaders the
decisions we make
no matter how small
they may seem
have a major impact
on
our
teams’
success in the field.
For example, a
space shuttle in
orbit is maneuvered
by very tiny shifts in direction. The impact
of just one minor directional error can result
in a spacecraft many thousands of miles off
of the desired course. Premium audit team
leaders at all levels make similar decisions
in the sense that very small changes in
strategy, audit procedure, and policy can
have a very significant impact on overall
team performance and team morale either
for the good or the not so good.
We know premium audit team leaders
want to make the best decisions possible
on behalf of their teams, but we also know
that it is easier said than done. I am sure
we all agree on that? Premium auditing
on the auditor, branch, department, or
company-wide level is like trying to solve
a massive Rubik’s cube. We are presented
with an array of complex circumstances at
what seems like an ever-increasing velocity
each and every day. It is our job to take this
chaos and transform it to order.

Is there any reason our workplaces cannot
be fun? Yes fun, but at the same time places
of excellence and superior performance?
Aristotle spoke of the happiness of human
achievement. The greatest happiness is the
collective happiness of individuals working
and collaborating together. Everyone has
an important part to play and each person is
important and is playing their part.
Here are three suggestions for filtering
strategy, audit procedure, and protocol
decisions to maximize employee and
customer satisfaction.
Some of these
suggestions may seem rather obvious or
simplistic but experience has shown that
the power of an idea is in the simplicity of it.
These suggestions are simple like checkers
or chess is simple. One can learn the way
to play these pastimes in 5-10 minutes,
but spend a lifetime seeking and achieving
mastery. Here are the three:
1.

I am sure we can also agree that the
premium auditor is at their highest and best
use and happiest when they are accurately
determining classifications and exposures
in the most efficient way. They are happiest
when completing audits as efficiently as
possible and meeting production targets
within the context of an optimal worklife balance. Building a team of such
auditors can be very elusive and seemingly
impossible for even the most capable team
leaders. Team leaders that master the art
of good-decision making can achieve such
results and more.
Even a small decision by a team leader,
if poorly thought through can be harmful
to our team members’ work-life balance
and impact the job satisfaction meter in a
negative way. Studies show that as high as
70% of all employees are unhappy in their
current work environment. How do our

8

NEWSLINE

or make it more cumbersome? Have
I consulted with underwriters, agents,
reviewers and other stakeholders
to gain additional perspective on
any unexpected ramifications?
All
decisions must strengthen both internal
and external relationships and the
processes that connect us.
Each
decision no matter how big or small
should be tested in the fire so only the
purest and soundest of ideas ever see
the light of day. After all, the decisions
you make, even the small ones, impact
every person associated with the
process of completing an audit. Meeting
and exceeding the expectation of all
stakeholders is the yardstick against
which all decisions are measured.

teams rate against this stat? Do we know?
Ultimately, the totality of our individual
decisions determines our success as
leaders.

2.

VOLUME 38 • ISSUE 3

Does my decision meet the
requirements of the Golden Rule?
Positive change and team growth are
explosive when the full power of the
Golden Rule is released. Organizational
impact and effectiveness will be
galvanized as you humbly nurture the
latent power and talent of your team.
It is incumbent upon you, the leadermanager-owner, to forge this path by
your own example. Is this universal
rule modeled at all levels of authority
and responsibility in my organization?
Or, do we talk about it and then go right
back to our corners and avoid the hard
work and humility required to actually
do it? Will the massive talent in my
organization be released or catalyzed
any other way? Would my decision be
respected, admired, and appreciated if
I were on the receiving side of it instead
of the sending side of it?
Does my decision benefit all
stakeholders in the process?
Will my decision decrease the time
spent acquiring audit data and at the
same time improve the quality of the
information provided? Will my decision
improve the policyholder’s experience

www.nsipa.org

3.

Does my decision comport with
my company mission or values?
What is my company’s unique
contribution to the premium audit
industry? What do we bring to the table
that not only makes us excel at the
core function of premium audit but that
makes us special and extraordinary in
a singular way? What is the DNA that
makes your company or your team
special? Just as the Space Shuttle
above has a destination and a purpose
with all team members unified and
bonded together towards a singular
purpose, so is a premium audit team
with a well-stated mission. All decisions
can be viewed through the looking glass
of a well written mission statement.
Find that, live it, communicate it, and
filter all decisions through it and watch
your team bloom.

Ultimately, it is our choice as leaders to
either force our will on our organization,
or to win the hearts and minds of our team
members through our example and our
actions as reflected in the decisions that we
make.
Happy Auditing!
Mr. Duncan has held several management
positions, for five years authored the Trifecta, a
weekly message to his premium audit teams, and
is currently a Senior Premium Auditor for Builders
Mutual Insurance Company in Richmond, VA.
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YOU AND THE AUDIT REVIEW

By michael j. gunshannon, cpcu, cipa, apa, aim, ais, Penn National Insurance
This is the first
of a 2 part series
which will look at
the Audit Review
process. The first
installment will look
at the function of the
review, the basics
of
the
process
and some of the
utilitarian purposes
it provides.

audit team. Auditors need to understand
that the process is not meant to second
guess their decisions but rather to reinforce
their decisions and validate their abilities.
The review is sometimes used as a tool
in the performance evaluation process;
however, it should not be used as a weapon
to intimidate the auditor. The auditor needs
to accept the corrections in as positive a
frame of mind as possible so the lessons
can be learned, the product improved and
society as a whole is benefited.

The second installment will begin from the
perspective of the reviewer with some tips
and techniques for performing the review
and improving the results and will finish with
some steps the auditor can take to improve
the possibility of obtaining a satisfactory
review.

Since the audit report is a part of the
insurance contract as a supporting
document to the billing process, it needs
to be above reproach. When a carrier has
an established and viable review process
it increases the value of the report as the
integrity of the process and the skills and
abilities of the auditor are less likely to come
into question. An auditor’s credibility, and
therefore the legitimacy of his work product,
are extremely fragile and can be easily
destroyed when an audit under dispute is
found to have errors. This is particularly
true if the dispute has advanced into the
legal system. Restoring the reputation of
both the auditor and carrier can take years.

The audit review is an important and integral
part of the premium audit process. The
proper execution of the review adds validity
to the audit report, transparency to the
premium audit process and ensures proper
application of both company and regulatory
rules and regulations. The audit review also
aids in training less experienced auditors
and validates the skills and abilities of more
veteran auditors.
Establishing such a program requires a
commitment from the entire organizational
structure since it will consume resources
that some may feel could be better allocated
elsewhere. It is easy to gain support from
upper management in states where the rating
bureau has an “incentive program” in place,
such as Pennsylvania; however, financial
impacts should not be the only criteria for
deciding to establish a review program.
The peer review process is common in
many other professions.
Furthermore,
knowing that there is a system of checks
and balances will go a long way in instilling
confidence in the consumer by knowing that
a level playing field is being maintained. We
also owe it to the policyholders at large to
ensure that the Unit Statistical Reports that
are filed, based on the audit reports, are
accurate. By maintaining a high level of
quality in the audit process, it increases the
quality of these reports as well. The time
proven adage “garbage in, garbage out” is
definitely applicable to this situation.
It is equally important that support for the
program comes from the rank and file of the
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While some carriers use less experienced
staff to perform the reviews as a training tool
in preparation for allowing them to venture
into the field, this is not necessarily a good
idea. While looking at an audit report which
is properly done may aid in educating the
reviewer, their limited experience makes
it difficult for them to discern a good audit
from a less than ideal one. Their analysis
will most likely be limited to such items as
mathematical accuracy, all classes on the
policy being addressed on the audit and
proper formatting of the report. Unfortunately,
they will lack the requisite knowledge of the
intricacies of the rating and classification
manuals, classification footnotes and many
other less obvious details that are critical
to a proper audit report. For this reason,
reviews should be conducted by the more
seasoned auditor who has enough field
experience to adequately analyze the report
in a systematic manner to ensure that it is
correct. Furthermore, the reviewer needs
to be knowledgeable in all states not just
those where the carrier regularly conducts
business. Even a small, regional carrier
can find themselves with multi-state and
even international exposures due to the
global aspects of the modern business
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community. This is just one aspect where
an inexperienced auditor and / or reviewer
can suddenly find themselves ‘in over their
heads’ while the more veteran reviewer will
take it in stride as they have probably been
down that road in the past.
As a training tool, the review is invaluable.
It allows the reviewer to take a snapshot
of the auditor’s work and dissect it into
its most basic parts. Each item can then
be analyzed and appraised, deficiencies
noted and areas of needed improvement
established. It is critical that even the most
egregious errors be kept in a positive light
so that the lesson can be learned without
alienating the reviewee. If the auditor is
too focused on having made a mistake the
value of the enclosed lesson may be lost.
Now that we’ve established the merits and
foundation for the program we can look at
the ‘nuts and bolts’ of its implementation.
We will begin this from the reviewer’s point
of view in our next installment.
Mike Gunshannon is a Senior Premium
Auditor and audit reviewer for Penn National
Insurance with over 3 decades of Premium
Audit and Loss Control experience. He was
also instrumental in the founding of their Audit
Quality Review Program. Mike holds the
following professional degrees / designations:
•

•
•
•
•
•

Chartered Property Casualty Underwriter
from the American Institute for Chartered
Property Casualty Underwriters
Associate in Premium Audit from the
Insurance Institute of America
Associate in Insurance Management - IIA
Associate in Insurance Services – IIA
Associate Degree in Mechanical
Engineering from Penn State University
Certified Insurance Premium Auditor –
National Society of Insurance Premium
Auditors

Look for the second part
of this 2-part series in
the June 2015 edition of
Newsline.

SOMETIMES YOU JUST HAVE TO LAUGH
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VOLUNTEERS - WHO WORKS FOR FREE?

By CRAIG CAMPION, APA, CPCU, ZENITH INSURANCE COMPANY
Many of us have
performed
audits
for
non-profit
groups and nonprofit corporations
that use volunteer
labor to supplement
their
workforce.
Coverage
under
labor laws vary
by state but most
often coverage can
be provided via a
Voluntary Compensation endorsement or, in
California, by adding a specific endorsement
tailored for non-profit entities to the policy.
Premium is determined for these workers
by computing a fair market value for their
compensation, usually by multiplying the
volunteer work hours by an accepted hourly
wage.

high minimum premium to ‘encourage’ the
client to devise a system that will reasonably
track donated hours.
Unfortunately,
charging a higher premium for this coverage
sometimes drains needed money from the
charity’s coffers that could be used for more
beneficial purposes.

The most difficult part of the audit process
is motivating the client to track the volunteer
hours necessary to calculate the premium.
I have found that many times the insured
does not record hours or in-out times for
these workers because it is too difficult
to set up a reliable system at the entity’s
various locations or because the insured
wants to avoid any restrictions on volunteers
that might discourage these individuals
from giving their time to the charity. I have
often used hours based on reasonable
‘guesstimates’ provided by the client’s
program supervisors. Other times, we have
used a fairly high volunteer number and/or

A more complex subject is the use of
‘volunteers’ by for-profit corporations.
Coverage can again vary by state. The
California Labor Code does not specifically
address this exposure but I have been
unable to identify an exclusion from the
definition of employee for these individuals.
Sole proprietor’s policies can be endorsed
with an exclusion for residing relatives but
oftentimes these ‘volunteers’ are grown
children or non-residing extended family
members. These individuals supposedly
are unpaid workers who ‘donate’ their time
for the good of the family unit. However,
if we determine that these ‘volunteers’ are

The most difficult part
of the audit process is
motivating the client
to track the volunteer
hours necessary to
calculate the premium.

provided coverage by the policy we must
remember that remuneration includes items
outside normal pay, including the value of
housing and other goods or services. I have
added values to audits for rents, mortgages,
car payments, and tuitions that were
provided to the insured’s ‘volunteers’. I have
also imputed wages on audits by calculating
the number of employees needed to cover
business operating hours and adding in
enough ‘volunteer’ hourly wages to cover
any shortcoming.
The recent recession has spawned a new
set of ‘volunteer’ laborers, namely unpaid
interns. A June 2013 Wall Street Journal
article highlighted the use of this unpaid labor
as a form of ‘indentured servitude’ for college
students needing hands-on experience to
fulfill graduation hour requirements. My
personal feelings on interns is that these
individuals should be included on the hiring
company’s audit unless the student’s college
or school has a written agreement to provide
coverage under the educational institution’s
work comp policy. The premium charged
could be based either on the value of any
stipends provided to the intern or could be
based on the tuition value for the number of
credit hours accumulated toward the intern’s
degree program.
Craig Campion is a Regional Audit Manager for
the Zenith Insurance Company and is the past
president of the IAAW Chapter of NSIPA. He
holds both the APA and CPCU designations.

NSIPA SEEKS CONTRIBUTORS TO THE NEWSLINE
Have you been involved in an audit that has presented challenges and
outcomes that would help others in the industry? Do you have Audit Tips
that would benefit your colleagues? Would you share your knowledge in the
publication the entire NSIPA membership receives?
NSIPA’s publication, Newsline, continually seeks contributions from NSIPA members to
share their knowledge and expertise. Articles can range in topic from audit procedures,
classifications, continuing education, opportunities, etc. Contributors will receive publishing
credit and a complimentary copy of a print issue containing their submission.
If you have an article you would like to submit, or for more information, please contact Ruth
Handelman at the Executive Office, ruth@executive-office.org, or (888) 846-7472.

Publication 		
Summer 2015
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Article Submission Deadline
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MEMBER SPOTLIGHT
What is the most difficult part of your
job?
PAUL KIM, APA,
CIPA
Premium Audit
Manager
WR Berkley Corp

Describe your educational
background.
I majored in economics with a minor
is psychology from University of
California San Diego. I recently
earned my CIPA and CPCU.
How long have you been involved in
insurance premium auditing?
10 years.
How did you get involved with
the insurance premium auditing
profession, particularly with your
current employer?
I had no idea what Premium Audit
was when I first started my career in
Premium Audit. I was looking for a job
in the finance industry and thought it
was a “normal” accounting job.
What are your job responsibilities?
We are a national carrier focusing
on large contractors, so my main
responsibility is to oversee that our
vendors provide us with a timely and
accurate audit.
What interesting situations have you
encountered in the industry?
Audits can always be a tricky thing,
especially when additional premiums
can be due. I have had a couple of
situations in the past when insured’s
asked for the office address so “they
can have a nice friendly chat with
me.”
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Managing the expectations for all
of your customers; the insured’s,
brokers, vendors and state agencies.
How do NSIPA’s member services
assist your company’s auditors and
audit reviewers in completing their
premium audits?
It’s always good to know there are
people out there who know more than
you and are always willing to help you
out when you don’t know the answer.
What types of audits do your
company’s auditors perform?
WC, GL, Auto and Construction
Wraps.
Over the time that you’ve been
involved in your profession, has the
industry changed much? In what
ways?
I’ve been through a full cycle now. A
few years back everyone was asking
for more work. Now it’s the complete
opposite. A lot of our vendors are at
capacity and it seems to be the norm,
especially in CA.
What special challenges do you face
in your geographic region that others
may not encounter?
We do a lot of business in CA so the
CA Test Audit is always a challenge.
I’m sure many will agree.
What do you feel are the major
challenges your industry faces
today?
A major challenge would be to find
the next generation of auditors. It
seems from talking to people in the
industry there has been a struggle
to find talented people to join the
industry and keep them in it. I know
there are a lot of different factors but
it feels like the wages for premium
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auditors as a whole has not increased
compared to other jobs in the
insurance world.
What advice would you give to
someone just entering or preparing to
enter your industry?
Find a mentor.
What individuals have influenced
your professional career? How?
Too many to name, but a few that
stand out in the premium audit
world are Larry Shear, Carol Lyman
and Vicky Ross. They showed
me, by example, how to be a true
professional, how to work with people
and to be positive.
Do you have any unique hobbies or
interests? How did you develop that
interest?
I have two young boys, so my new
interests are what they are fascinated
in at the time. Right now it’s Thomas
the Train and garbage trucks. Who
knew that there are like 20 different
types of garbage trucks!
If you weren’t in the auditing
profession, what else would you want
to do?
If I were any good at it, which I am
not, I would “want” to be a pro golfer.
But as many have told me, “don’t quit
your day job”.

REGIONAL REPORTS
IAASE
Submitted by Lee Suridge
The mid-term meeting was held in October
and discussions covered:
•
The upcoming 2015 Annual Seminar
will be held April 12-14 at the Hyatt
Regency in Greenville, SC
•
Membership- promoting benefits
•
Future webinars
The Seminar is set and details are on the
NSIPA and the IAASE website under the
education tab. All speakers are confirmed.
The SE is reaching out to past members
and audit managers on the benefits of
the membership. We are promoting the
webinars. On our web site page it previously
showed “Events” and we have changed this
to “education”. We are an education based
association and this is more in line with our
mission statement.
This year the IAASE began the promotion
of local webinars. The effort is being
led by Dan King. We are looking to add
several webinars based on state specific
or exception rules. This gives an auditor or
an audit manager a quick “looksie” idea if
auditing in a state they are not familiar with.

The New IAASW
Submitted by fred lowry
The IAAW annual meeting will be held on
June 28-30, 2015 on the Queen Mary in
Long Beach, California. This meeting is
being sponsored by the CIAMA Chapter with
some great educational presentations and
workshops planned. Any auditor association
located in Southern California should attend
as this is an event you do not want to miss!
We found during our Fall NSIPA board
meeting the IAAW.org website was not
running. The IAAW board discovered their
former webmaster had not renewed the
IAAW domain and thus the website went
dormant. IAAW Board has since renewed
the IAAW.org domain and they are in the
process of getting the site back up and
running.
The IAAW Board:
President George Medina Jr
1st VP Josh Crimin
2nd VP Nick Holdridge
Secretary Julie Shaw
Treasurer Shumail Alam
Past President Craig Campion
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Historian Vicky Ross
Executive Board Advisor Pat Oglseby
NSIPA Regional VP Fred Lowry Jr

IAACS
submitted by Sue Grover

The 2015 seminar will be in connection with
NSIPA, in Chicago. The dates and locations
for 2016 have not yet been set. The
Wisconsin chapter may host the seminar,
but that has not been confirmed.

NSIPA STATEMENT
OF ACTIVITIES
2013-2014
NSIPA

Not all chapters have reported in, but
membership is declining.

NRIAA
Submitted by John Schober

The Northeast Regional’s 2015 conference is
being held in West Point, NY at the historical
Thayer Hotel. Seated on a hilltop in Upstate
New York, with commanding views of the
Hudson River and the United States Military
Academy, the Thayer Hotel at West Point is
a national historic treasure. Visited by past
U.S. Presidents, international leaders, and
celebrities alike, this hotel is like no other in
the world. The FBI, Independent Bureaus
& Auditors will be speaking with a focus on
Premium Audit. The conference starts on
Tuesday Oct 13th and ends on Thursday
Oct 15th. Full registration is only $199 and
hotel rooms can be reserved for $149/night,
which includes free parking and internet.
Please visit www.NRIAA.org to advertise,
register, or find out more.
The NRIAA is no longer collecting annual
dues and membership is now free.
Additionally, many chapters in the Northeast
region have eliminated both monthly and
annual dues.
The Insurance Auditors
Association LLC and Member Management
LLC now handle all contracts, bookkeeping,
banking, tax filings, credit card processing,
website development /hosting and Treasury
operations for the NRIAA and neither charge
the NRIAA for their services or for providing
credit card processing.
The NY City chapter has been successfully
reestablished and continues to grow. Their
next meeting will be on March 13th and
their final meeting for the 2015-2016 year
will be on May 15th. Please contact Linda
Andersen at Linda.Andresen@AIG.com to
learn more or to join the NY City chapter.
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PROFIT AND LOSS
July 2013 - June 2014

TOTAL
Income
3100 MEMBERSHIP
3300 ANNUAL SEMINAR
3700 PR/COMMUNICATIONS
3800 OTHER REVENUE

38,417.50
73,961.14
30,983.27
75.00

Total Income

$143,436.91

Gross Profit

$143,436.91

Expenses
5100 MEMBERSHIP EXPENSES
5300 SEMINAR EXPENSES
5700 PR/COMMUNICATIONS EXP
5900 GOVERNANCE
6500 ADMINISTRATION
Total Expenses

464.52
67,293.26
3,349.16
3,159.36
64,758.58
$139,024.88

Net Operating Income

$4,412.03

Net Income

$4,412.03

SPREAD THE WORD!

By Jon kovach, apa, Senior Vice President, US-Reports
It’s what greases the
wheels of capitalism
– the oil that keeps
things going.
It minimizes the
economic hardship
associated with loss.
It protects and restores
people’s dreams.
It saves life, limb, and property.
It provides a sense of security. Even
helping you sleep better at night.
It provides meaningful employment for over
2.4 million Americans and the security that
goes with that for their families.
Its unemployment rate consistently is 250%
lower than the national unemployment
average. It was even described in a recent
national publication as “one of the world’s
most interesting and vital industries.”
I’m sure you’ve guessed what I’m talking
about by now, it’s the insurance industry;
and what a wonderful and important
industry it is! You’d think with something
as significant and as ever present in all of
our lives as insurance is, that people would
be flocking to it in an endless stream. That
colleges would be pumping out graduates
with one thing on their minds……..”Where
do I sign up?”
I’m writing this as you all know because the
above is just not the case. For years that
question has perplexed me. How could

16

NEWSLINE

an industry as varied and challenging as
the insurance industry not attract endless
throngs of people? But instead is suffering
if you will, from what seems to be complete
anonymity.
To emphasize that point, for years I’ve
enjoyed listening to the answers of many I
have come in contact with and admired over
the years explaining just how they found
themselves working in insurance.
“It’s not what I was looking for, but it was
a paycheck until I found something more
to my liking…….but then never left” is a
common response.
Even the path bringing them to this point
has been varied as well.
During my
time, I’ve met people that came from
construction, fire-fighting, law enforcement,
restaurants, real estate, manufacturing,
teaching, entertainment, and leisure, sales
accounting & finance, to name just a few.
If you haven’t done so before, try and see
if you can find that one person, who didn’t
grow up in the business and who still
says” Oh, as far back as I can remember,
I’ve always wanted to be in the insurance
industry!” If you find that person, please
send me their contact information as I would
surely love to shake his/her hand!
Where am I going with this? No doubt, like
me, your experience in this industry has
been rich and meaningful. You’ve learned
and grown in ways you never could have
imagined when you first started down this
road. Along the way, you’ve associated with
people who have changed and enriched
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your life in ways that has led to significant
personal joy & happiness. Many of you
have even found that certain someone with
whom you have created families and are
living out your days. In short, the industry
has provided for you all that it promises to
everyone.
Well it’s now time to give back. With the
“Boomers” heading off to happy acres
in droves and the Gen X’ers, Y’s and
Millennial’s not being nearly as numerous,
all industries are fighting for the diminished
available replacements. Whether you’re in
Premium Audit, Loss Control, Underwriting,
Claims, Actuarial, Policy Issuance, Agency,
Marketing, IT or Finance, we all can help
each other by getting the word out. Friends,
family acquaintances and even the person
standing in front of you in the grocery store
or bank all need to be told what amazing
careers can be found in insurance. Instead
of painting it as the “job you have while
waiting for your dream job” we all can be
helpful in re-branding the industry as one
that is nothing but filled with promise and
energy by how well we talk about what we
do and how we love it!
In short, tell all who will listen how thankful
you are that you found this industry, explain
how endless the possibilities are and that
we would welcome them into the fold with
open arms…….then show them the way!
There is no reason why we can’t be the
industry of choice for all those searching for
a meaningful profession.

Spread the Word!

THE LAST WORD

By Don Hughes, Vice President, Director of Customer Service, US-Reports

THANK YOU!
What a fabulous
edition of the
Newsline
we
have this month!
For those of you
who read this
each time it is
published,
you
will notice right
away that there
are some new
names attached
to the articles. This has been the best
participation in terms of total contributors
since I took over duties as the editor. I
really want to thank everyone for taking the
time to write down your thoughts and your
super audit training tips. To those who wrote
multiple articles, I thank you again in advance
for your contribution to the next Newsline.
I recently attended our winter board meeting
and came away very impressed and
optimistic about our future as an association.
I can tell you that this association has very
strong leadership that is honestly and
earnestly dedicated to the growth and
development of the group. They commit
to many extra hours in their days and
schedules to serve the association. There is
no compensation other than the gratitude of
the members and the satisfaction that comes
from sacrificing for a greater cause. I am
excited to have had a preview of the results
of their labors as it begins to roll out at our
upcoming national conference in Chicago.
We have received excellent auditing tips in
this issue as well as great counsel. I have
learned from it and I hope you have as well.
I am motivated to learn how to explain our
industry and our role within it a little better
than I do now. I am in awe of the knowledge
of our members and those who are willing
to share it with us in our newsletter and I
will use it to improve my own skill set. I will
take the challenge to share the good word
about the career possibilities of the auditing
profession. We need to perpetuate our
growth and continually add new blood to our
group; a few of us want to retire at some point!
I have been on six different flights with six
different crews so far this month and it is
interesting to see the way each captain
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and crew choose to operate in their task
to move people safely across the country.
The first five were very similar, pleasant but
pretty “business as usual” in their approach.
There were mechanical delays, cramped
overhead storage, and other typical
happenings that received little more than
the less than heartfelt apology and promise
to get going as soon as possible. Nobody
was rude or unprofessional about things
just not totally enthusiastic about their jobs.

Let’s try to
recognize the
great conditions
we work in
wherever we
are and savor
the joy of the
journey.
I guess it can be sort of mundane for them,
get the people on, keep them from clogging
up the aisle, help them stuff their luggage
that is too big into the overhead bins, get
them buckled up and electronic devices shut
down. Once in the air, you have to feed and
water the herd and then clean up after them.
Sounds like fun, right? Well, on my last flight
I had a captain and crew who were doing
just that, having fun. What a difference that
made in our flight. Somehow I didn’t feel as
cramped or crowded as I did on the other
flights. I didn’t feel like I was being herded in
and out of the plane, being rushed or pushed
or even being a bother to the crew. We were
all going somewhere together and enjoying
the ride and it all started with Captain Willy.
Captain Willy starts out by informing us that
we have chosen a great night to fly to Salt
Lake City. Not just because he was flying
us there even though he had 30 years of
experience in the cockpit. We were flying
that night with the most powerful woman
in the world, not Oprah he said, not even
Hillary, we were flying tonight with Mother
Nature and she had given us a perfect
evening with great visibility, no wind and
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ideal weather for flying. Captain Willy then
says he has “this bird flying wide open at
500 miles an hour and burning 20 gallons
of gas a minute”. That means you folks
will be starting your weekend in Salt Lake
20 minutes earlier than you expected.
Well the flight turned out to be as smooth
and quick as Captain Willy had promised.
After his earlier speech the passengers
seemed more talkative, relaxed, and
enjoying the ride. Captain Willy had
elevated the experience for everyone on
the plane and even his crew seemed to step
up their game because of his enthusiasm. I
was actually listening and hoping for some
midflight commentary from the Captain,
anxious to hear what else he might have to
say. Once we had landed and were making
our way to the gate that familiar voice came
over the radio and declared to us all that
we had just landed 20 minutes early on
the world’s largest airline and thanked us
for flying with them. Most flights end with a
welcome to wherever you are and the local
time is whatever it is and thank you, byebye. But it was different on this night. We
had flown with Captain Willy and Mother
Nature on a perfect night. We had pushed
that bird to its limits at a rate of 20 gallons
a minute for 2 and a half hours and as a
result was given 20 extra minutes to spend
as we would like at our final destination.
We are auditors; we crunch numbers, dig
through ledgers and 941’s, check class
codes and assign names and payroll to
them. We get off the ground and we make
it to our destination. It can be more of
the same or it can be an adventure to be
thoroughly enjoyed. I hope we can be more
like Captain Willy, not reckless or careless,
but having fun and pushing ourselves to be
better. Our policy holders will enjoy the ride
with us much more when they can sense
our own enthusiasm for the profession
we have chosen. Let’s try to recognize
the great conditions we work in wherever
we are and savor the joy of the journey.
Thanks Captain Willy for reminding me that
this can really be fun stuff.

NATIONAL SOCIETY OF INSURANCE PREMIUM AUDITORS | WWW.NSIPA.ORG

2014–2015 CORPORATE MEMBER APPLICATION
❶CONTACT INFORMATION ❸CATEGORY
July 1, 2014–June 30, 2015

Company Name: __________________________________________________
Fax:_____________________________________________________________
Email:___________________________________________________________
Website:_________________________________________________________

$1195 CORPORATE MEMBER

❹METHOD OF PAYMENT
Check one:

Toll Free Telephone:_______________________________________________

 Check enclosed (Payable to NSIPA)

Street Address:___________________________________________________

 Visa

City:________________________ State: ________ ZIP Code: _____________

❷REPRESENTATIVES

 MasterCard

 Discover

 AMEX

Account Number: _______________
Name as Appears on Card: _______________________________________
Credit Card Billing Address: ______________________________________

PRIMARY REPRESENTATIVE

______________________________________________________________

Name:____________________________________________________________

Signature: _____________________________________________________

Title:_____________________________________________________________

Expiration Date: _______________ 3 or 4-Digit Security Code: __________

Certifications:______________________________________________________
Street Address:____________________________________________________
City: ________________________ State:_______ ZIP Code:_______________
Telephone:________________________________________________________
Fax:______________________________________________________________
Email:____________________________________________________________

ALTERNATE REPRESENTATIVE
The alternative representative is the individual that NSIPA & IAASE contacts should the
Primary Representative no longer be available.

Name:____________________________________________________________
Title:_____________________________________________________________
Certifications:______________________________________________________
Street Address:____________________________________________________
City: ________________________ State:_______ ZIP Code:_______________
Telephone:________________________________________________________
Fax:______________________________________________________________
Email:____________________________________________________________

Questions? Visit www.nsipa.org
or Contact Us at
nsipa@nsipa.org or
(888) 846-7472

QUARTERLY PAYMENT PLAN

 I want to participate in the payment plan (one-time $25 fee). For those
paying more than $1,000, NSIPA oﬀers participants the ability to make
quarterly payments for the total amount due. The total amount due will be
divided into four equal payments and automatically processed on your
credit card through our secure, automated service. The fee to participate
in this Quarterly Payment Plan is a one-time charge of $25. This one-time
fee will be charged at the time of the ﬁrst of the four payments.
Membership dues are not refundable. NSIPA Federal Tax ID is
#431075981. A W-9 tax form is downloadable at www.NSIPA.org at the
bottom of the Marketplace page.

❺SEND PAYMENT
Please mail or fax with payment to:
NSIPA
PO Box 936
Columbus, OH 43216-0936
Fax: (877) 835-57983

❻MEMBERSHIP LIST
To submit your membership list complete the Excel document posted on the
website. Once the Excel document has been completed, email the Excel
document to nsipa@nsipa.org. For new Associate Corporate Memberships, the
company’s membership list shall ONLY be accepted using the Excel
spreadsheet. No other format is acceptable.

WWW.NSIPA.ORG | WWW.IAASE.NET

2014–2015 INDIVIDUAL MEMBER APPLICATION
❶CONTACT INFORMATION ❸MORE ABOUT YOU
July 1, 2014–June 30, 2015

Name:__________________________________________________________
Certiﬁcations:____________________________________________________
Title:___________________________________________________________
Company: ______________________________________________________________
Fax:____________________________________________________________
Email:__________________________________________________________
Cell Phone:______________________________________________________
Work Phone: _______________________________ Ext:__________________
Fax and/or email will be used for member communications.

To create your online membership profile, login to www.NSIPA.org.
Information includes years in profession, location, your position, etc. The more
information you provide, the more networking opportunities can be created.

❹METHOD OF PAYMENT
Check one:
 Check enclosed (Payable to NSIPA)
 Visa
 MasterCard  Discover

 AMEX

Account Number: ________________
Name as Appears on Card: __________________________________________
Credit Card Billing Address: _________________________________________

 Work Address (Check if Primary Address)

_________________________________________________________________

Street Address: __________________________________________________
City:________________________ State: _______ ZIP Code:_____________

Signature: ________________________________________________________
Expiration Date: _________________ 3 or 4-Digit Security Code: ___________

 Home Address (Check if Primary Address)
Street Address: __________________________________________________
City:_________________________ State: _______ ZIP Code:_____________

❺SEND PAYMENT
Please mail or fax with payment to:

❷ 2 MEMBERSHIPS, 1 PRICE
NSIPA INDIVIDUAL MEMBER

Membership is open to any person who is engaged in auditing (ﬁeld,
administration or support services) policies for the determination of
insurance premiums (the "Profession"): conditional only upon the
payment of dues, and agreement by the member to be bound by the
Code of Ethics of the Society. Membership shall be personal and not
transferable. All members shall have equal voting privileges.

NSIPA | IAASE
PO Box 936
Columbus, OH 43216-0936
Fax: (877) 835-5798
Membership dues are not refundable. NSIPA Federal Tax ID is
#431075981. A W-9 tax form is downloadable at www.NSIPA.org at
the bottom of the Marketplace page.

IAASE “INDIVIDUAL” MEMBER AT LARGE
Auditors who live in areas that do not have a local chapter may join the
region at the normal rate of dues.

DISCOUNTED COMBINED AMOUNT DUE = $110
.

Questions?
visit www.nsipa.org or www.iaase.net
contact us at nsipa@nsipa.org or iaase@iaase.net

P.O. BOX 936
COLUMBUS, OH 43216
(888) 846-7472
WWW.NSIPA.ORG

