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High-deductible Plans Gain Favor, but PPOs Still Tops
MORE EMPLOYEES than ever before are
opting for high-deductible health plans
(HDHPs), but preferred provider organizations (PPOs) are still the most popular
among group plans, a new study has found.
Thirty-four percent of employees selected
an HDHP for 2016 when it was offered
alongside a traditional health plan, with
millennial employees over age 26 the most
likely to choose the option at 40%, according to a report by benefits management
technology provider Benefitfocus Inc.
The company analyzed enrollment data from
2,400 midsize employers using its technology platform.
The study found that 87% of midsize employers offer traditional plans – health maintenance organizations (HMOs) and PPOs.

Forty-three percent of employees opted to
enroll in a PPO plan, and 14% chose an
HMO, the study showed.
And while HDHPs are popular since they
have low up-front costs in terms of premiums but high out-of-pocket expenses, only
13% of midsize employers offer them.
For employees enrolled in HDHPs, the average deductible for individual coverage was
$2,382 last year for individual coverage and
$4,889 for family coverage, the study found.
The average deductible in PPOs was $1,415
for individual coverage and $3,403 for
family coverage. Interestingly, that qualifies the average PPO as an HDHP since the
IRS defines an HDHP as a plan that has a
deductible of $1,300 for single coverage
and $2,600 for families.

The study also found that health savings
accounts (HSAs) and flexible spending
accounts (FSAs) are quite underutilized,
which means many employees are leaving
thousands of tax-free dollars on the table.
With out-of-pocket responsibility so high
across all health plans, many employees
might not be able to pay for unexpected
medical costs. If you are not already doing
so, you should consider offering either an
HSA or FSA to help your employees set aside
pre-tax funds to pay for medical expenses.
When copays and coinsurance are considered, employees are actually paying out
much more for their health care. Across
HDHPs and PPOs, the average out-of-pocket
maximum ranges from 1.8 to 2.7 times its
corresponding deductible amount.
See ‘Most Plans’ on page 2
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WORKERS’ COMPENSATION

Closed Claims and Adjustments to Your X-Mod
SO, YOU have a workers’ comp claim that’s
been growing in terms of costs for the last
two years, and finally it has closed.

in calculating the X-Mod are reported as
closed, meaning that no more payouts will
be made on the claim.

You’ve been fretting about its impact on
your experience modification factor (X-Mod),
so now that it’s closed, what happens?

The WCIRB uses the amount your insurance
company has reserved for a particular claim,
not the actual payouts to date. In many
cases you will find that, on an open claim,
the insurance company may have paid out
$5,000 to date, but may have $15,000 in
total reserved, meaning they estimate the
payouts might reach that point some day.

Under the Closed Claims rule of the Workers’
Compensation Insurance Rating Bureau, an
experience modification may be subject to
revision whenever claims that were used

Check with us to make sure your insurance
company is closing claims in the system.
Once the claim is closed out, then the X-Mod
will use the sometimes lower actual rather
than the reserved number.
If the aggregate value of
all closed claims used in
calculating your X-Mod is
valued collectively at an
amount that is less than
60% of the aggregate of
the highest value at which

-

each closed claim was previously used in a
rating, then the experience rating may be
revised downward using the most current
reported values.
The good news is that X-Mods will not be
revised pursuant to the Closed Claims rule
if it results in an increase to the experience
modification.
When a claim is first reported by an insurer
as closed on a unit statistical report, the
WCIRB automatically reviews the policyholder’s current and two immediately preceding X-Mods to determine if they should be
revised pursuant to the Closed Claims rule.
As necessary, revised experience modifications are automatically published and the
insurer is notified.
Finally, remember that X-Mods are calculated looking back over a three-year period,
and the last year is not included. So, for a
renewal date of Jan 1, 2014, your experience
mod probably includes claims from Jan. 1,
2010 to Dec. 31, 2012.

Continued from page 1

Most Plans Well Below the Cadillac Tax Threshhold
CADILLAC TAX SURPRISE
One issue that has received plenty of attention is the concern of many employers that
their plans will be subject to the excise tax
on health plans known as the “Cadillac”
tax.
Although under current regulations the
tax will not take effect until 2020, the 40%
levy will apply to any portion of a health
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plan premium that is more than the threshold amount: $10,200 for individual plans
and $27,500 for family plans.
That said, most plans are currently well
below those thresholds. Average total premiums (the combination of what the employer
and employee pay together) across all plans
this year was $6,016 for individual plans
and $14,885 for family plans.
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However, some midsize employers may still
be at risk of triggering the tax. Health care
costs are projected to increase anywhere
from 6% to 8% over the next few years.
This would far outpace the rate of inflation,
to which the Cadillac tax thresholds will
be indexed.
As such, the cost cushion could be much
thinner by 2020.

Get a Quote and Get Your Questions Answered
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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

INSURANCE MANAGEMENT

Filing Late and Other Ways to Have a Claim Rejected

ONE OF the biggest mistakes you can
make if you incur damage to your
business premises is to wait too long
before filing the claim with your
insurer.

Not contacting your insurer immediately.

The owners of Dallas Plaza Hotel learned this
recently when a U.S. Circuit Court of Appeals
held that the business had waited too long
to file a claim with its insurer after suffering
hail damage in July 2009.

Take pictures and itemize everything that was damaged. Often, you will have to make repairs immediately
to prevent additional damage, or move machinery to a new location. If so, be sure to photograph the
original scene to document how it was before you started your clean-up effort. Also take photos of any
repairs you make.

The court ruled that because the hotel had
waited more than 19 months to file the
claim, it was impossible for the insurer,
American Insurance Co., to ascertain exactly
when the damage had occurred.
The hotel’s property policy required that the
insured make “prompt notice” of any claims.
American Insurance rejected the claim when
it received it in October 2011, saying that
there had been so many hailstorms in the
area before and after July 2009 that it could
not determine what caused the damage or
when the damage occurred and, specifically,
whether it had occurred within the policy
period, which expired in September 2009.
Believe it or not, this is a common problem
for businesses and the lesson from this case
is that you should inform the insurer as soon
as possible after incurring damage that may
be covered by your insurance policy.
It is one of many mistakes business owners
make in filing claims. The following are surefire ways to risk having your claim denied
or disputed by your insurance company:

Many business owners fail to contact the insurer on time and risk a situation similar to that experienced
by the hotel in Dallas.

Failing to document the damage.

Not keeping damaged goods.

If your business clean-up includes removal of items such as water-damaged merchandise, flooring or
insulation, keep it all, even if it has to pile up in the parking lot. The damaged materials are all evidence
of the impact of the disaster on your business.

Not appealing an insurer’s low estimate.

After the claims adjuster inspects the damage the insurance company will give you a damage
estimate. If you think it’s too low, you can appeal. We can help you if you feel the estimate

is too low.

Some businesses will hire an outside adjuster to make a second estimate and then the claim
will go to mediation for a final resolution.

Not reading your policy.

You should understand exactly what your policy covers. For the most part, commercial property policies
will not cover flooding or earthquake damage. That kind of coverage will often require a separate policy
or rider.

Not being prepared.

If your business has suffered damage, you’ll be better off if you know what to do in advance. Some
advance steps you can take are:
• Reviewing your policy to make sure you have adequate coverage.
• Knowing where your insurance policy is kept.
• Keeping an extra copy of the policy off premises or in a safety deposit box.
• Having our telephone number and e-mail address in the contacts on your smart phone,
so you can call us immediately if you have to file a claim.
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Out-of-Pocket Maximums Set for 2017
THE DEPARTMENT of Health and Human Services (HHS) has announced the 2017 out-of-pocket
maximums applicable to self-funded and fully insured employer health plans.
All non-grandfathered health benefit plans in effect on or after January 1, 2014 are required to
comply with the Affordable Care Act’s mandate that employer health plans’ annual in-network
out-of-pocket maximums not exceed HHS’s established limits.
The out-of-pocket limits represent the maximum amount that an enrollee must pay for covered
essential health benefits through cost-sharing.

OUT-OF-POCKET RATES
2017
Individual coverage: $7,150
Family coverage: $14,300

2016
Individual coverage: $6,850
Family coverage: $13,700

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 2016.

