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WORKERS’ COMPENSATION

New Rule Tightens Exclusion for Officers, Owners
A NEW LAW has made changes to the officer
exclusion for workers’ compensation in California, but it could cause problems for policies
that incept prior to the effective date of Jan. 1.
Starting in 2017, an officer can only be
excluded from workers’ comp coverage if he
or she owns 15% or more of the company’s
stock. That’s changed from the current rules
that set no ownership levels for officers and
directors that want to claim a workers’ comp
exclusion, which has created confusion as
well as an opportunity for fraud.
However, the law is written in such a way that
it also applies to policies that are in effect as
of 2017 and not just those incepting on Jan. 1.
In other words, if your policy incepts at another point in the year, and if you have owners
or officers who are claiming this exemption,
you will need to bring your policy into compliance before the start of the year.

CURRENT LAW

To be eligible for a workers’ comp exclusion:
• The employee must be an executive
officer of the corporation (president,
vice president, secretary, assistant
secretary, treasurer, assistant treasurer,
for example)
• The employee must own some stock in
the corporation
• The company must be a “closed corporation.” That means that all of the company
stock must be owned by the executive
officers and directors
THE PROBLEM WITH CURRENT LAW

The election process to opt out of coverage
is not very clear under current law. Beyond
one limited statutory reference and very
little regulatory guidance, insurers and LLCs
are left to figure it out for themselves.

The Association of California Insurance
Companies, one of the supporters of the
bill – AB 2883 – argues that this lack of
clarity has led to abuses that have hurt injured workers and driven fraudulent activity.
There have been cases of some companies
making a janitor the “vice president of
janitorial services” in order to avoid paying
for their workers’ comp coverage.

What’s new Jan. 1, 2017
AB 2883 requires:
• That an officer or member of the board of
directors own at least 15% of the stock of the
corporation in order to opt out of workers’
compensation coverage.
• That the officer or member of the board of
directors sign a waiver stating that the individual is a qualifying officer or member.
• To continue receiving the exemption, you will
have to submit a waiver to your insurer by
Dec. 31. Your insurer will send you the form.
• If the signed waiver/exclusion form is not
received on or before Dec. 31, individuals
will be included for coverage effective Jan. 1,
2017 and subject to officer minimum/maximum payrolls.
• The minimum officer payroll for 2017 is
$48,100 and the maximum officer payroll
is $122,200.
• Officer premiums will be determined based
on job duties, class code rates and payroll.

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.

C O N TAC T U S

David Katz
CA License #0712961
800.659.3363
david@vma.bz

EMERGING RISK

Avoiding Risks in Your Firm’s Social Media Presence
MORE AND more companies are developing
a social media presence to increase their
exposure and reach new clients.

REPUTATIONAL RISK

being leaked outside the company.

Typically, an organization will put a person
in charge of the company’s social media
accounts and making posts to Facebook,
LinkedIn, Twitter and other sites.

Poorly managed social media that creates
negative publicity can hurt your company.
What to do: As in libel management,
create an internal approval process.

What to do: Have your IT department
or outside IT professional ensure that all
of your accounts have the proper privacy
and security settings. This can protect
confidential information, and reduce the
chances of having your account hacked
or falling victim to cyber theft.

If managed properly, your organization
can reap significant benefits from a creative
online presence, but if you mismanage it,
the risks can be significant.
Let’s look at some of the main risks and
what you can do to avoid them.
LIBEL

Any time you tweet about someone else
or another company that could be reasonably construed as negative, you risk being
accused of libel.
What to do: Create an approval process
involving a senior leader for any social
media communication. Do not give a
junior person full control, as their inexperience could cause irreparable damage.
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COPYRIGHT INFRINGEMENT

This refers to the use of copyrighted work
without the creator’s permission.

The larger your company, the greater
the need for more sophisticated security
systems.

This risk would arise if you post someone
else’s photos, writing or graphic images
and claim it as your company’s own on
your social media page. Your firm could be
sued for damages in these circumstances.

POSTS BY THIRD PARTIES

What to do: Before posting images that
aren’t your own on your social media pages,
ensure that they aren’t subject to copyright.

What to do: Monitor all of the social
media platforms you operate on, so you
an quickly identify negative feedback
and address it before it gains support.

SECURITY ISSUES

There are all types of cyber traps floating
around social media awaiting someone to
click on a rogue link to set off an attack
on their computer system.
For businesses, the risk is mainly the potential of confidential company information
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One of the biggest risks to your company
is having outsiders post on your social
media page, particularly if they disparage
or complain about your company or one
of its products or services.

If somebody is posting blatantly offensive
material or is extremely critical of your company, you can block them from your page.

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

WORKERS’ COMPENSATION

Seven Workers’ Comp Return-to-work Mistakes to Avoid
ONE OF the keys to reducing the cost of a
workers’ comp claim is to get the injured
worker back on the job as soon as it is
physically possible without endangering
their recovery.
A solid, well-thought-out return-to-work
(RTW) program can reduced workers’
compensation, disability and medical
insurance costs, as well as strengthen
morale and productivity. More recently,
RTW programs have helped protect employers from lawsuits regarding regulatory
non-compliance, particularly related to
the ADAAA (Americans with Disabilities
Act Amendments Act).
But there is a right way and a wrong way
to return an injured worker back to the
job. Kevin Ring, director of community
growth for the Institute of WorkComp
Professionals, says employers should
avoid these mistakes:
1. FORGETTING THE ADAAA

Properly structured, a RTW program can
decrease ADA exposure. The expanded
definition of disability under the ADAAA
has significantly increased the number of
employees who are entitled to accommodations. The definition is so broad that some
labor and employment attorneys advise not
to fight whether the employee is disabled,
but to engage in a dialogue to find out the
limitations and discuss accommodation
possibilities.
As a federal law, the ADA supercedes state
workers’ comp laws, and therefore, its
directives provide the floor-level protection for disabled individuals. State workers’ compensation laws can provide more
protection, but not less.
2. INSISTING ON FULL DUTY ONLY

Insisting on a return to full duty increases
workers’ compensation costs and heightens
the possibility that the injured employee
will fall prey to “disability syndrome” –
the failure to return to work when it is
medically possible.
An individual’s sense of self-worth and
motivation often comes from the ability

to be productive. Instead, find modified
work for the injured worker who has not
healed properly.
3. NOT COMMITTING RESOURCES

Without a planned transition back to full
productivity, employees will not build up
the tolerance to resume full job duties.
Also, the plan needs to deal with potential
failures; not every injured worker will
return to the pre-injury occupation.
The cost of implementing a program will
vary depending upon industry, company
size and injury history.
4. NO TRANSITIONAL WORK

Both employer and employee fear of reinjury often hampers RTW efforts.
This of course is a risk, but an even greater
one is having the employee stay at home
and become disaffected, thereby extending
absence and driving up costs.
The right timeline and transitional process
for an employee to return to work is best
decided on a case-by-case basis.
Use guidance from the employee, the treating physician and the employee’s supervisor.

5. LETTING DOCTOR GUIDE RTW

Physicians often don’t have essential
information about workplace policies, job
demands and the availability of transitional
work. Moreover, if a physician’s training is
not specifically in the treatment of occupational injuries, they may instead focus on
home rest alone.
6. NOT FOCUSING ON EMD GOAL

The ultimate goal of RTW is to transition
workers back to their pre-injury job. Whether
it’s a result of a poorly managed program,
lack of knowledge or fear of violating a law,
some employees remain in a reduced-productivity position too long, or indefinitely.
7. BELIEVING WORKERS’ COMP
SETTLEMENTS RESOLVE OTHER
LIABILITIES

One size does not fit all. Obligations under
the various laws are reconciled separately.
During settlement negotiations, close
coordination is necessary between the
company’s legal, risk management and HR
departments to ensure that each office is
able to accomplish its mandate without
compromising the employee’s rights.
Source: Workers’ Compensation Insurance Rating Bureau

| INSURANCE SERVICES

vma.bz

For a quote on workers’ comp insurance,
business insurance or health insurance,
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Employee Lawsuits Can Ruin Your Firm
NEARLY THREE-QUARTERS of all litigation against
corporations today involves employment disputes.
Companies shell out millions of dollars a year to settle race discrimination, sexual harassment and retaliation claims made by employees
and/or the Equal Employment Opportunity Commission. Add defense
costs and it would be a hardship for many firms.
Employment Practices Liability Insurance is crucial to cover you for the
costs associated with EEOC charges and lawsuits.
Types of action covered include:
• Discrimination based on gender, race, national origin, religion,
disability or sexual orientation
• Sexual harassment or other unlawful harassment in the workplace
• Wrongful termination
• Failure to employ or promote
PROTECT YOUR BUSINESS
• Retaliation

CALL US:

800.659.3363

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.

