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AFFORDABLE CARE ACT

Sit Tight, Keep Complying as GOP’s Repeal Plan Fizzles
THE STEAMROLLER everyone expected from
President Trump and the GOP-led Congress to
flatten the Affordable Care Act is idling, and
what was a promised quick outright repeal
has morphed into a plan to “repair” the law.
Republican lawmakers, huddling to devise a
repeal-and-replace plan, have found that it
won’t be so easy, unless they want to cut off
millions of people from the health insurance
they have purchased on exchanges.
They are most concerned with the political
fallout should that happen, not to mention
the fact that a repeal would also do away
with the Medicaid expansion that has ensured
that millions more low-income earners are
covered.
With everything in flux now, employers should
continue complying with the ACA as it still
is the law of the land. And lawmakers have
indicated that they may have a fix on the
table by the end of the year.
Top GOP lawmakers have publically stated
that some parts of the law will remain intact
and others will be “fixed.”
The Republican leadership’s views on the
subject may now align more with Democrats
who have acknowledged the flaws in the law
and that amending it is the best way to go.
But, there is no consensus within the GOP on
what should come next.
Members of the conservative House Freedom
Caucus held a press conference on Feb. 7
saying that Republican legislators should not
go soft on their promise to repeal the law
and instead ought to quickly introduce new
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For a quote on workers’ comp insurance, business insurance,
or health insurance, please contact David Katz.

legislation that would repeal the ACA.
They want to model the bill after legislation
that Congress passed, but President Obama
vetoed, in 2015. That legislation would have
repealed the mandate that individuals have
health coverage and that companies with 50
or more employees provide employees affordable insurance.
It also would have ended federal subsidies to
help people afford insurance under the ACA
and scrapped funding for Medicaid expansion.
It also gave lawmakers two years to come up
with a replacement plan.
Republicans are now considering four drafts,
language from which they will likely fuse into
one bill.
Without Democrats, Republicans are limited
in how much they can undo the law.
Congress will have to walk a delicate path
and find ways to help middle-class Americans,
some of who have complained about high
and skyrocketing insurance premiums. Others
are worried about repeal because the ACA has
given them access to life-saving treatment.
Also, there are other forces at play, including
stakeholders like businesses, health insurers,
drug companies and the medical industry,
which all have their own agendas and will
be lobbying hard.
THE TAKEAWAY

For now, continue complying with the law
and cover your employees if you are an
applicable large employer – and file your
papers with your staff and the IRS on time.
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THE WEALTH TR AP

Underinsuring Liability and Over-insuring Assets
IF YOU ARE accumulating wealth quickly and
live the comfortable life with a large house,
luxury car and other expensive assets, you’ve no
doubt already insured all of those belongings.
But while most high-net-worth individuals have
their possessions properly covered, they often
overlook their largest risk: liability. In fact, they
often over-insure against minor threats and
underinsure for major ones.
Many people will carry low minimums on their
auto and homeowner’s policies, which leaves
them exposed to any liability lawsuits that
may surface. If the maximum payout on your
homeowner’s or car insurance is less than the
attachment point of your umbrella policy, you
could be left having to cover the gap between
the two.
Look at it this way: If you wreck your Porsche
it won’t imperil you financially. But if you also
maim or kill someone in the process of wrecking
the car, your wealth could be put in jeopardy
without the proper protection.
That’s why it’s of the utmost importance that
you carry the proper liability coverage limits
on your auto and homeowner’s policies, so
that you don’t have a gap that can leave your
personal assets and funds exposed.
Further, if you are a public figure or sit on any
boards of directors or do charity work, you may
want to consider increasing your limits and
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supplementing your coverage with an umbrella
insurance policy to insure against any lawsuits
stemming from decisions you may make in those
capacities.
SCENARIOS AND REPERCUSSIONS

Umbrella Shortfall
You’re involved in a car accident that leaves the
occupant of the other car in serious condition,
and she will need extensive operations and likely
years of physical therapy.
You’ve insured your car with a liability limit of
$300,000 and you have an umbrella policy with
a $1 million limit.
That umbrella limit is not nearly enough to cover
the bills for this injured individual, whose care
costs will likely surpass $3 million easily in the
next four years.
That would leave you $2 million out of pocket.

Board Liability
You sit on the board of a local non-profit and
volunteer your time on the board without
remuneration.
A former vendor sues the entire board for breach
of contract after it had voted to terminate their
contract. The matter is brought to trial and a
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judge orders that all board members personally
pay $100,000 each for their actions.
If you don’t have a personal umbrella policy,
you’d be on the hook and out of pocket for the
entire amount.

Party Foul
You have a Super Bowl party at your house and
about 20 guests, one of whom slips on some
spilled wine on your deck and throws out his
back and can’t work for three months.
He sues you for negligence and the homeowner’s
insurer negotiates a settlement of $250,000.
Your policy has a $100,000 liability limit, but your
umbrella policy doesn’t kick in until $300,000.
That leaves you paying $150,000 out of pocket.
THE TAKEAWAY
Unfortunately, if you have money, you might as
well be walking around with a target on your
back. In our litigious society one misstep or mistake can result in an expensive lawsuit and, if it
goes to trial, the costs escalate tremendously
and your fate rests in the hands of a jury or judge.
Talk to us about a policy that would be right for
you. Excess liability policies for high net-worth
individuals will often include the costs of unlimited legal defense and legal counsel.

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

Non-compliance with Exclusion Rules May Cost You
IN THE last quarter of 2016 you should have
received correspondence both from us and your
insurance carrier if you have claimed any owners
or officers as exempt from workers’ compensation
coverage on your policy.

officer, director, general partner or managing
member of an LLC.

The notification was in response to Assembly
Bill 2883, which amended rules related to the
exclusion of officers and members of boards
of directors of private or quasi-public corporations, general partners of a partnership and
managing members of a limited liability company under a workers’ compensation policy.

If you failed to comply, you will have rendered your exclusions invalid under the law
and your policy will be subject to additional
premium.

Starting Jan. 1, 2017 only officers or directors
who own 15% or more of the stock of the
corporation may be excluded from coverage.
Based on this wording, only six individuals
can be excluded on any one policy.
Also, AB 2883 changes the method by which
individuals may be excluded.
Individuals eligible for exclusion were
required to have submitted no later than
Dec. 31, 2016 a written waiver of workers’
compensation benefits under penalty of
perjury certifying that they are a qualifying

If you claimed an exclusion, you would have
received correspondence asking that you
submit the required documentation by Jan. 1.

This rule applies to all in-force policies, even
those that do not incept on Jan. 1.
Insurance companies are still working on
how and when they will charge the premium
for individuals who no longer qualify to be
excluded (those who own less than 15% of
the organization).
They will use the typical factors in determing
the premium, like job duties, class code and
salary.
Inclusion will be effective from Jan. 1, 2017
until the expiration of your policy.
If you have questions or concerns about
these changes, do not hesitate to call us.
We are always here to help.

WHO CAN AND
CAN’T CLAIM
EXEMPTION
FROM COVERAGE
Eligible Individuals
Corporations – Officers, directors
(i.e. members of board of directors)
must own 15% or more of the stock
of the corporation.
Partnerships – Only general partners.
LLCs – Only managing members.

Ineligible Individuals
Any individuals in the organization
that are not included in the above
requirements.
Individuals will be endorsed to the
policy as of Jan. 1, 2017 and subject
to officer minimum/maximum payrolls.
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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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Six New Laws You Need to Know
1. The owners and officers exemption for workers’ comp has changed
(see story on page 3).
2. California has introduced a new regimen for calculating X-Mods,
which will reduce the effects of one large claim, which in the
past has had major cost implications for small firms.
3. California’s minimum wage has climbed to $10.50 for employers
with more than 25 employees.
4. New rules require that even small, medical-only claims be
reported to your insurance carrier, effective Jan. 1.
5. Marijuana use is now legal in California. Prop. 64 allows employers who have a no-tolerance drug policy to disallow drug
use on the job, even for medical purposes. You can still drug test
as part of the hiring process too.
6. Update your employee manual to reflect a new law which prohibits
motorists from driving “while holding and operating” a smartphone.

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.

