How an Insurance Audit Can Save You Money
in Premiums

Insurance is supposed to secure your business, but policies may fall out of date, distort, or
be unnecessary costs with time. Most businesses are still paying a lot of premiums without
understanding that they might be overinsured, misclassified or they might just be paying a
value that they are no longer using. It is at this point that an insurance audit comes in. An
adequately performed insurance audit is not only important to guarantee compliance but can
save you a considerable amount of money in terms of premiums, but it can also enhance
your overall risk management plan.

What Is an Insurance Audit?

An insurance audit refers to a systematic examination of your current insurance policies,
risk exposures, payroll records, classifications and coverage limits. It determines if your
existing premiums are fairly reflective of your actual risk profile.

In businesses with dynamic risk profiles, such as capital markets, technology, or consulting,
risk profiles may shift fast. Unless you audit regularly, you can be paying a premium based
on old information - larger payroll estimates or incorrect job descriptions or expanded
operations that are no longer there.

An insurance audit assists in the correction of these inaccuracies.
Finding Overpayments and Classification Errors.

Identification of overpayments is one of the largest savings made by the insurance audit.

An illustration is that payroll and job classifications are common bases of calculating workers
compensation premiums. When you wrongly put your employees in the higher-risk category,
you are unnecessarily paying more in terms of premiums.

Equally, firms conducting capital markets operations can be classified under wider financial
risks. But when your business is more of an advisory business than a high-risk trading
company, you may have less exposure than the insurers believe.
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An audit reviews:
e Payroll accuracy
e The category of contractor vs. employee.
e Risk category alignment
e Revenue reporting
Fixing these aspects may lead to a change of premiums or refund.

Adjusting Coverage to Match Current Operations

Businesses evolve. Perhaps you began to provide algorithmic trading services and then
restructured that part. Or maybe you left direct exposure in trading to advisory services in
capital markets.

In case your policy continues to capture greater risk activities like the infrastructure of
algorithmic trading or high-frequency transaction processing, then your premiums could
still be inflated.

With an insurance audit, you make sure that your coverage indicates:
e Current services offered
e Operational scale
e Technology usage
e Geographic risk exposure
When coverage is aligned to actual risk we often see that businesses are either overinsured

or do not have redundant policies.

Improving Risk Management and Negotiation Power

Policies are priced by the perceived risk by insurance providers. As long as your audit shows
that your internal controls are strong, your cybersecurity, compliance systems, or risk
mitigation strategies are good, you have leverage in your negotiation.

In the case of companies that operate in capital markets or algorithmic trading, it is
necessary to prove:
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e Robust compliance systems
e Automated risk monitoring
e In-house financial controls.
e Regulatory adherence

can justify lower premiums.

The comprehensive audit report will enable the insurer to be assured that your organization
is handling risk in a responsible manner and as a result, they will provide better terms upon
renewal.

Preventing Future Financial Surprises

Insurance audit is more than saving on the existing premiums, it is also preventing unwanted
costs in future. The underreporting of payroll or revenue may lead to abrupt changes in the
end of year premiums. Overreporting may be just overpaying on a regular basis
unknowingly.

Frequent audits establish transparency and predictability of insurance costs. They also
assist businesses to be more precise about insurance budgets, which is of key importance to
businesses that belong to unstable industries, such as capital markets.

Conclusion

Insurance audit is not a mere compliance exercise, but a strategic financial instrument.
Businesses can save a lot in terms of premiums by checking classifications, correcting
information, aligning coverage with actual business, and enhancing bargaining power.

Regardless of the kind of business your organization is in, be it services or high-tech such as
algorithmic trading, regular insurance audits ensure that you pay only what you actually take
on risks, nothing more, nothing less. In the long run, the savings can translate into a
significant change in your bottom line.
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