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Preparation for a Workers’
Compensation Payroll Audit

(By Shawn Bubb - Director of Insurance Services
Montana School Boards Association)

Who likes to be audited? Go ahead raise your
hand! For many folks just the mention of the
word brings on a bad flashback, a wince, or a
shudder. For many others though the
experience is a rewarding one reinforcing
positive work habits and results in feelings of
gratification for recognition of a job well done.
In business it is normal operating procedure to
receive an audit of some type during the school
year. While there are many that can occur, I am
providing you with some preparation tips for a
workers” compensation payroll audit should you
have the opportunity to participate in one.

Types of Audits - Not all audits are the same.
There are essentially two types of audits: a
physical audit and a telephone audit.

Physical Audit - In the physical audit you
will receive a letter from an auditor
asking you to contact them to schedule a
time and date when they can come to
your place of business to do an in-person
review of your records and talk to you
about your operations and workers’
compensation payroll reporting for the
audit period.

Telephone Audit - Now you are really
living right. These audits are quite a bit
simpler and take less time that a physical
audit. These audits will consist of an
introductory letter to schedule the
telephone audit time and date much like
the process of scheduling in the physical
audit. Next, the auditor will call you and
ask you questions to verify amounts
reported, the type of class codes people
were reported in, and perhaps questions
about the source documents of your
payroll numbers. Thus, even though a
telephone audit is usually less time
consuming, you should still have the
documents listed below ready to help
you answer the auditor’s questions.
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Keep Organized Records - This is the key to
having a smooth and successful audit. An
auditor really just wants to verify that the
amount of payroll you reported is complete and
reported in the correct class code for all
employees’ payroll during the audit period. As
payroll records are the basis for any workers’
compensation audit, keeping organized records
for all your employees is critical. Most of the
computer software programs in use today do a
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great job at splitting payroll into the
classification codes used for most schools’
exposures. For K-12 schools, payroll is most
commonly split into two primary class codes:

e 8868 - Superintendents, principals,
teachers/coaches, counselors, business
manager/district clerks, nurses, aids, and
clerical or other administrative positions

e 9101 - Custodian/maintenance, bus
drivers, playground only aids, crossing
guards, and all other

What Documents to Have Handy - Here are the
key sources of information you should have
available for review when the auditor calls you
or comes to your place of business to review the
records and talk with you about your operations:

e Oiriginal payroll sources (payroll journal
or payroll register);

e A copy of the actual quarterly payroll
reports you provided to your workers’
compensation insurance carrier
(MSGIA/WCRRP payroll report form);

e Federal and State quarterly wage and tax
withholding reports (Federal Form 941
and State Unemployment);

e Documentation of allocation of your
expenses (General Ledger, General
Journal, or Cash Disbursement journal);

e If independent contractors were hired by
the school during the audit period, a copy
of the following items are good to have on
hand to prove they were in fact an
independent contractor (IC) and not an
employee:

0 Their certification of workers’
compensation from their insurance
company (if they had their own
workers’ compensation policy);

0 IC exemption certification (issued
by the Department of Labor);

0 Signed contract(s) for service with
the IC;
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0 Invoices or bills related to each
payment for each IC; and
0 Any other supporting documents
such as business cards, proof of
advertising (yellow page ad) etc.,
for the IC to show they are really
in business.

With some simple preparation these audits can
go very smoothly. So don’t fret when the

inevitable happens and you become the chosen
one for a workers’ compensation premium
audit review.

Membership Weblink Pages

In this year's MASBO Membership &
Information Directory, many schools now have
their home page listed. These home page
listings are a useful tool to explore Montana
schools. The sites are user friendly, creative,
informative and a great way to spend some
time. However, not all schools have home
pages. If you have a home page, but it is not
listed in the directory, please send your home
page weblink to  Robert Bayuk at
rbayuk@masbo.com. The 2009 MASBO
Directory will contain the updated listing of
home pages. Also, if your home page has
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changed, please submit this information to
Robert as well.

Montana Moved Down on Nest-Egg
Ladder

According to the BLR Ezine, A.G. Edwards has
compiled a “nest-egg” Index of each state. This
information assembled is from each states
residents personal savings and investing
behavior. They also factor in participation in
retirement plans, personal debt levels and home
ownership. Connecticut was # 2 in 2006 and
has now moved up to #1.

Last in the nation for both years is Mississippi.
Montana fell from 39t in the nation last year to
the 41t position. To see the complete list go to
http:/ /compensation.blr.com/display.cfm/id/1
55692

‘ Calendar of Events \

November 7-9 New Clerk Workshop - Billings

Attn: Excel Office 2007 Users

According to the Government Computer New
magazine, there is a flaw in Microsoft Office
Excel 2007. It will calculate certain numbers
correctly but displays an incorrect number. If
you multiply two numbers that equal 65,535
(like 850 x 77.1) it will display 100,000. However
if you multiply that cell by 2, you will get the
correct answer of 131,070. Excel calculates the
answer correctly but displays an incorrect
number. Please go to the following link to fix
the problem.

http:/ /support.microsoft.com/default.aspx/kb/

943075/
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New I-9 Forms

On Wednesday, November 7, 2007, the USCIS
released a revised Employment Eligibility
Verification Form (I-9), which is now available
for use. It is a federal requirement that US
employers complete an [-9 form for all
employees within the first three days of
employment, and retain the form for one year
after termination of employment or three years,
whichever is longer. While employers may start
using the form immediately, it will officially
become effective when posted in the federal
register at a later date.

The new form can be found at
http:/ /www.uscis.gov/files/form/1-9.pdf
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2007-08 MASBO Board

President Teresa Cornell (406) 353-2289 Teresac@harlem-hs.k12.mt.us
President Elect ~ Suzie Zentz (406) 656-4471 suziez@canyoncreek.k12.mt.us
Vice Present Pam Owen (406) 883-6355 powen@polson.k12.mt.us

Past President ~ Evelyn Mull (406) 683-2361 emull@bchsmt.com

Exec. Director =~ Lynda Brannon (406) 442-5599 Ibrannon@masbo.com

Region 1 Teresa VanBuren (406) 847-2442 TVanBuren@metnet.mt.gov (Flathead, Sanders, Lake, Mineral,
Missoula, Lincoln, Granite, and Ravalli Counties)

Region 2 Zella Witter (406) 265-4356 ext. 348 witterz@havre.k12.mt.us (Glacier, Toole, Pondera
Teton, Chouteau, Cascade, Judith Basin, Liberty, Hill, and Blaine Counties)

Region 3 Jacki Young (406) 742-5265 jyoung@fschool.org
(Valley, Daniels, Sheridan, Phillips, Roosevelt, and Richland Counties)

Region 4 Kim Aarstad (406) 227-7700 kaarstad@ehps.k12.mt.us

(Lewis & Clark, Deer Lodge, Powell, Silver Bow, Jefferson, Meagher, Gallatin,
Beaverhead, Madison, Broadwater, and Park Counties)

Region 5 Diane Brook (406) 252-6002 brookd@lockwood.k12.mt.us (Petroleum, Fergus, Wheatland,
Golden Valley, Musselshell, Sweet Grass, Stillwater, Yellowstone, Carbon, and Big Horn Counties)
Region 6 Elaine Stanhope (406) 778-2577 elaines@baker.k12.mt.us (McCone, Dawson, Prairie, Wibaux,

Treasure, Rosebud, Custer, Garfield, Fallon, Powder River, and Carter Counties)
Ex-Officio - OPI Denise Ulberg 444-1960 DUlberg@mt.gov
Ex-Officio - MSUIP Kathy Preeshl 355-4481x202 kpreeshl@northstar.k12.mt.us

DON'T FORGET THE VENDORS!

Black Mountain Software Dahlem Law Firm Galusha, Higgins & Galusha
Shawn Duthie Michael Dahlem, Attorney at Kim Dare

830 Shoreline Drive Law Account Manager

Polson, MT 59860 10 Upper Kimo Drive PO Box 2532

(P) (406) 883-4819
(F) (406) 883-1029

Kula, HI 96790
(P) (808) 214-9255

Billings, MT 59103
(P) (406) 248-1681

shawnd@blackmountainsoftware philo2500@yahoo.com (F) (406) 248-2855

.com kimberly@ghg-cpa.com
Lane and Associates Inc.

CHMS Foltz, Ronald, CPA T.R. Lane, President

Doris Leader, Auditor PO Box 4605 25 Haypress Lake Trail

741 34 Ave. S. Missoula, MT 59806 Ennis, Mt 59729

Glasgow MT 59230 (P) (406) 728-8130 (P) 682-7718

(P) (406) 228-9391
(F) (406) 228-2063

(F) (406) 728-0957
rpfl@montana.com

(F) 682-7712
trlane@3rivers.net

doris@chmspc.com

Computer Software Associates
Jeff Melugin, Vice President

11 N 26th St.

Billings, MT 59101

(P) (406) 252-4357

(F) (406) 252-7705
ieffm@csa-inc.net

Foxie Lady Computers Inc.
David Bardwell, President
PO Box 8930

Kalispell, MT 59904-1930
(P) (406) 858-2457

(F) (406) 858-2460
foxieladyc@aol.com

www.lanedts.com

Olness & Associates
Brent Olness, Shareholder
2810 Central Ave. #B
Billings, MT 59102

(P) (406) 252-6230

(F) (406) 245-6922
brent@olnesscpa.com
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