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information to customers and our members
HEALTH INSUR ANCE REGULATION

$36,500 Fine for Helping Employees Buy Coverage
BY NOW, most business owners know about
the yearly $2,000 per-employee fine they
would face for not securing health coverage
for their employees under the Affordable
Care Act.
But there is even a larger fine that threatens
under recent regulations issued by the IRS –
and it’s not for failing to secure coverage.
It’s for helping them secure coverage from a
public exchange or open private market. And
it applies to ALL employers, even those that
are small enough to not be required to provide
insurance for their full-time employees under
the ACA’s employer mandate.

The National Federation of Independent Business has come out against the regulations,
writing in a blog:

administrative headaches of setting up a costly
group plan,” the blog quoted Kevin Kuhlman,
policy director for the federation, as saying.

“The rule punishes small businesses for providing the only health insurance support many
can afford – a contribution to help employees
pay premiums for their individual or family
health insurance policies or to help finance
direct payment for medical services.”

“There’s no real justification for penalizing
small businesses that do what the law’s strongest supporters claim to want, which is to help
employees obtain coverage or pay medical
bills,” he said.

“Reimbursing employees for the cost of insurance or medical services is a way for small
businesses to help their workers without the

The fine? Up to $36,500 a year for each
worker!
Under the new IRS regulations, issued July 1,
employers who do not offer a group health
plan, but give their workers additional pay to
compensate for the purchase of health insurance or direct medical expenses, can be fined
$100 per day, per employee. Over the course
of a year, that’s $36,500 per employee – up to
$500,000 in total.
SMALL BUSINESSES, BEWARE!
Employers with fewer than 50 full-time staff
really need to watch out for this law, since the
employer mandate does not apply to them but
the law does.

V M A M E A N S VA L U E - A D D E D

For a quote on workers’ comp insurance, business insurance,
or health insurance, please contact David Katz.

HIKE PAY SANS REQUIREMENTS
There will be no penalty if an employer
increases an employee’s compensation, as
long as the employer (in the words of the IRS):
“does not condition the payment of the additional compensation on the purchase of health
coverage (or otherwise endorse a particular
policy, form, or issuer of health insurance).”
This means the employee must get the
pay increase regardless of whether he
buys insurance and the employer cannot direct or encourage the employee
to purchase any particular coverage.
The IRS further stated: “Providing employees with information about the Marketplace
or the premium tax credit under Code § 36B is
not endorsement of a particular policy, form,
or issuer of health insurance.”

C O N TAC T U S

David Katz
CA License #0712961
800-659-3363
david@vma.bz

WORKERS’ COMPENSATION

Reporting Claims Later Can Push up Costs 50%
A NEW REPORT has found that when employers are late in reporting
workers’ comp claims to their insurers, the cost of the claim often
jumps by 50%.

Involvement of lawyers becomes more common as the reporting lag
increases. Claims reported immediately involve an attorney 13% of
the time. This increases to 32% for claims reported after week four.

The report by the National Council on Compensation Insurance
found that claims for workplace injuries that were reported four
weeks after the incident, ended up costing $19,936 on average,
compared to $13,210 for claims reported one to two weeks after
the injury. That’s a jump of 51%.

Claims that were delayed by more than four weeks had an average
cost of $19,251, the NCCI said.

Interestingly, claims that were reported between one day and a
week after the injury cost $13,844 on average. Claims filed three
to four weeks after an injury cost $17,785.
The NCCI, which helps set rates in more than 30 states, found that
claims that were reported more than two weeks after an incident
were characterized by:
• A lower medical share of total claims costs
• More attorney involvement
• More use of lump-sum settlement payments
• Claims that stay open longer, and that have a lower
closure rate at 18 months after injury
“These characteristics suggest that claims with a delay of more
than two weeks are more complex to settle, take longer to close,
and involve a longer period before the injured worker can return
to work,” the NCCI wrote in its report.
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THE TAKEAWAY
Delays in reporting claims will increase your costs and the potential
for litigation.
Prompt reporting ensures your employee gets the proper medical
care in a timely manner and can return to work more quickly,
improves morale, and is effective cost management.
When you become aware of a workplace injury, you should start
the claims reporting process as soon as possible. The longer you
wait, the costlier the claim will be and the more chance your injured
worker will enlist an attorney.
Establish a reporting protocol so all employees understand what
their responsibility is when there is a workplace injury. Every
employee should know to immediately report any work-related
injury, no matter how small and regardless of whether they think
they need medical treatment.
Every worker should know whom to report injuries to, and there
needs to be a system in place to ensure that report gets to the
proper person so the next step can be determined.
If staff are responsible for reporting injuries to their superiors,
supervisors need to know what their own responsibilities are.

Get a Quote and Get Your Questions Answered

| insurance.vma.bz | 800-659-3363

INSURE YOUR BUSINESS

INSURE YOUR STAFF

WHY VMA INSURANCE

Coverage for liability, auto,
property, management, workers’
compensation and more

Medical, dental, vision, life,
disability, executive
reimbursement and more

VMA Insurance Services offers
preferential group rates and other
cost-saving benefits

DATA ACCESS

Address Risks of Cloud Storage before Making Switch
AS CLOUD data storage grows, more firms
are moving their data to the cloud.
Going with cloud storage can save you
money in terms of data storage and hardware, but there are also issues you need to
consider, particularly security, access and
sanctity of your data during the contracted
period and after termination.
Most important, don’t focus just on cost.
It’s just one parameter you have to consider
when initiating a cloud service. Some of the
most important issues are covered below.
SECURITY

Define what you consider as “secure.” For
example, if your organization required that
sensitive data be stored encrypted when it
was on-premises, that data should probably
be encrypted in the cloud – and arguably
there could be even more reason to have
it encrypted at the cloud provider.
When defining application security requirements for the cloud, don’t forget physical
and personnel protections and restrictions.
Some firms require that cloud service
providers do background checks of all personnel that may come in contact with data.
DATA LOSS AND RECOVERY

You should identify in the cloud services
agreement all of the expectations for data
availability in the event of an outage.

It is not enough to identify the service provider as the responsible party when it comes
to data. What’s more important is that the
contract contains remedies if the provider
fails to produce the required backups or
data during an outage.

and ensure that the issue is included in the
agreement. The discussion should include
whether the vendor will return all of the
data, the format the data will be in when
it is returned, and the cost, if any, to return
the data.

ESCROW AGREEMENTS

ADVANCED WORKLOADS

What are your options if your cloud service
provider goes broke and shutters? You
need to have an avenue for continuing
your operations in that case.
One way to ensure continued data access
is to insist that the necessary source code
or other operational data is kept in escrow.
That way you can then retrieve the source
code or the data from the escrow holder
in the event that the service provider stops
providing services.
CONTINUITY AFTER TERMINATION

Many customers are surprised when they
terminate a cloud services agreement and
experience difficulty retrieving their data in
a usable format without paying substantial
fees to the service provider for transitioning
the data to a new provider, or back to them.
Continued access to data is a critical issue
for most businesses, so your agreement
needs to address this issue.
When selecting a vendor, discuss your
expectations for transitioning critical data

You can move e-commerce applications,
content management systems and custom
applications to a cloud vendor to ensure
smooth and efficient business management.
So before choosing, you should take a look
at the following list:
• Reliability: Reliability is a major concern
when it comes to big data or crucial business information you want.
• Customer-driven approach: While
choosing any cloud service provider, make
sure of its customer-driven approach
through its 24-hour support system.
• Easy management: A cloud service
provider should have a management system
easy for its IT staff to manage efficiently.
• Transparency: Insist on transparency
in the managed service level agreement,
pricing, security, data policies and terms
and conditions of a cloud service vendor.
• Integration: Find a service vendor that
can provide easy integration of existing network resources into the cloud apps server.
• Network ownership: Choose a vendor
with a robust and secure network to deliver
network connectivity efficiently. Make sure
they own their entire cloud infrastructure.

Companies considering moving to
the cloud need to carefully cover
business continuity risks covered in
a cloud services agreement. Hashing
through all the particulars before
the contract is signed can save you
from a bad situation, like not being
able to access your data.
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For a quote on workers’ comp insurance,
business insurance or health insurance,
please contact: david@vma.bz
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Avoid Wage/Hour Disputes with a Self-Audit
WITH INCREASES in both litigation and government enforcement of wage and hour laws, you need
to constantly make sure you are complying with both federal and state laws and regulations.
All employers should periodically conduct self-audits addressing the federal and state wage and hour
issues that are applicable to their workplace.
Any audits, at a minimum, should check that:
• Exempt and non-exempt classifications are properly applied
• Exempt staff is paid on a “salary basis,” and that absence and
leave policies comply with Fair Labor Standards Act and state
law requirements regarding authorized and
unauthorized deductions
• All forms of pay required to be included
in overtime are, in fact, included
• Non-exempt employees are paid
for all hours worked
• Payroll records are complete
and accurate and retained for
the proper amount of time

This newsletter is not intended to provide legal advice, but rather perspective on recent regulatory issues, trends and standards affecting insurance, workplace safety, risk management and employee
benefits. Please consult your broker or legal counsel before acting on any articles. Produced by Risk Media Solutions on behalf of Visual Media Alliance. All rights reserved. Copyright 2015.

