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WORKERS’ COMPENSATION

Legislators Look to Fix Owners’ Exemption Law
THE ABRUPT change in California law that quickly
altered the rules of who can claim a workers’
comp exemption prompted enough of an outcry
that the legislators in Sacramento are scrambling
to fix its shortcomings.
If you remember, last year all employers with policies in force in California were required to submit
to their insurers forms that listed all owners and
officers who are claiming an exemption. The forms
were due by Dec. 31, 2016.
The sudden legal change left many firms scrambling to submit the forms and comply.
Right now, the legislature has proposed some
changes that would affect a small segment of
employers in California and perhaps reduce the
ownership percentage required.
The law was put in place last year to undercut
employers who claim that individuals who are
actually just employees are owners of the com-

pany and hence do not need to be covered for
workers’ comp.
But it was rolled out haphazardly at the end of
the year, putting employers on the spot to provide
the waivers – and insurers on the spot to amend
in-force policies last year.
One of the big concerns from employers is the
new formula for deciding who is and who is not
considered an owner and hence eligible for being
excluded for workers’ comp. Under the law, an
individual must own at least 15% of a corporation
or partnership in order to claim the exemption.
SB 189
The bill that’s been tabled to address such issues
is SB 189 and much of its current content was created after complaints by medical providers about
the 15% rule.

The new amendments exempt medical corporations
from a stock percentage requirement to determine
ownership. They also apply to veterinarians.
The current law, ushered in by AB 2883 last year,
allows for employees who are officers or members
of a board of directors that each own at least 15%
of the stock in a quasi-public or private corporation
to be exempt from workers’ comp coverage. The
organization must provide a signed waiver for each
person to the insurance company.
The law also failed to take into account the impact
on small, professional corporations with multiple
owners each with less than a 15% stake in the
corporation.
These corporations were not even part of the
discussion and were unaware of the bill until it
became law.
In its current form, SB 189 would exempt medical
providers from the law – and would also reduce the
percentage required to qualify for an exemption to
10% ownership.
For now, the bill is still being debated and much
can change in the coming months to address other
parts of the law.
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HEALTH REFORM

What the AHCA Would Mean for Employers
THE AMERICAN Health Care Act that was passed
by the House of Representatives by a small margin
would repeal the employer mandate and the reporting requirements that the Affordable Care Act
ushered in.
While Senate Republicans are likely to start from
scratch and hammer out their own ACA replacement, for now, the only legislation in play is the
controversial AHCA.
SO, WHAT’S IN IT FOR EMPLOYERS?
The bill:
Eliminates the employer mandate – The ACA
mandate requires that employers with 50 or more
full-time or full-time-equivalent workers provide
health insurance for their staff. The AHCA eliminates
this requirement. This also does away with the plan
affordability test for plans as well as minimum essential benefits that must be included in an accepted
employer-sponsored plan.

Delays the “Cadillac tax” again – Congress has
already voted once to delay the implementation of
an annual 40% excise tax on plans with annual premiums exceeding $10,800 for individuals or $29,500
for a family. The tax is slated to take effect in 2020,
but the AHCA delays that to 2026. While the tax is
supposed to be paid by insurers, it’s anticipated that
they would pass it on to employers.
Changes tack on essential benefits – The ACA
requires that all health plans provide 10 essential
benefits, including doctors’ services, inpatient and
outpatient hospital care, and prescription drug
coverage. The AHCA would allow states to have the
final say in what plans should include.
That said, the bill would seem to allow national
employers to opt out of essential benefits and offer stripped down plans that would likely be less
expensive for employers and their covered workers,
but also offer fewer benefits.
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The AHCA removes the cap on flexible savings
accounts as well, which was set at $2,600 under
the ACA.
THE TAKEAWAY
This bill is not the end game. The legislation passed
the House by a razor-thin margin after much wrangling, a feat that will be hard to repeat in the Senate.
Also, Senate Republicans have hinted at starting
from scratch with their own bill and the Senate may
never vote on the AHCA.
The GOP holds a slight 52-48 majority in the upper
house. It would only take a few defectors to sink any
attempt at repealing the ACA.

It also eliminates the associated penalties for not
complying with the employer mandate.
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Expands health savings accounts – The measure would also greatly increase the amount of cash
an individual can set aside pre-tax into their HSA.
The current maximum an individual can put into an
HSA is $3,400, but under the AHCA that would be
increased to $6,550. For families, the HSA maximum
would jump to $13,100 from $6,550.
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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

VOLUNTARY BENEFITS

Interest in Critical Illness Coverage Grows as Deductibles Rise
IF YOU WANT to provide your employees with the
one voluntary benefit that can give them peace of
mind should tragedy strike, critical illness coverage
is the answer.
Demand has grown for critical illness insurance
over the last few years as more of the cost-sharing
burden has been shifted to employees on employersponsored health insurance plans.
According to the Kaiser Family Foundation’s “2015
Employer Health Benefits Survey,” employees had
to pay 255% more for their individual insurance
deductibles in 2015 compared to 2006.

In addition, advances in medicine and technology
that have prolonged life also make critical illness
coverage more attractive.

How it works
Critical illness coverage
provides a lump-sum
payment a policyholder
can use for any expense
if they’ve been diagnosed
with a serious illness.

Additionally, the foundation reported that the number of workers with deductibles of $1,000 or more
nearly doubled between 2010 and 2015 – increasing from 27% to 46%.

Consider that out-of-pocket costs for a critical illness
can start at around $15,000 and climb from there,
and that lost income can be as much as $50,600,
according to a 2014 MetLife study.

Since employees have taken on a higher cost-sharing burden, many employers have begun to enhance
their voluntary benefits offerings to include critical
illness or cancer coverage to help offset the risk for
employees and increase satisfaction and retention.

In other words, battling a critical illness could be just
the tip of the iceberg. If someone’s lucky enough to
survive a critical illness, they may still suffer major
financial damage due to high medical bills and
restricted income.

INTEREST GROWS
In part, employee interest in critical illness insurance
stems from the chain of events that may have cut
back their benefits and caused their deductibles to
skyrocket. They are looking for peace of mind should
they be stricken by a serious illness.

To stave off debt, some people dip into, or deplete,
their retirement savings and end up paying extra
due to resulting taxes, fees, and reduced health
insurance subsidies.
However, other adults don’t have enough, or near
enough, of a nest egg saved to cover all the costs.

WANT TO KNOW MORE?
CALL US:

800.659.3363

EVOLVING PRODUCTS
Insurers have started offering new and/or improved
critical illness products.
Mostly, this insurance only pays out for one occurrence of a listed condition. And once that payment
is made, the policy is terminated.
Now, insurers offer polices that cover a wider variety
of conditions and allow beneficiaries to receive
multiple payouts if they suffer from a reoccurrence
or another condition entirely.
As a result, more employers are offering critical
illness coverage. According to Mercer’s “2015
National Survey of Employer-Sponsored Health
Plans,” the percentage of employers with 500 or
more employees offering group cancer or critical
illness insurance increased to 45% in 2015 from
34% in 2009.
And a Willis Towers Watson survey predicts that
73% of these employers will offer it by 2018.
If one of your employees is in a fight against a critical illness, the last thing they should have to worry
about is whether they have enough money to fund
the battle. Be the one to stand up and offer this
timely form of protection.
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New Rules on First Aid Claims
NEW AMENDMENTS to the California Workers’ Compensation Uniform Statistical Reporting
Plan require that even small, medical-only first aid claims be reported.
The Workers’ Compensation Insurance Rating Bureau has always required that these small
claims be reported, but the requirement has until now never been codified.
Effective Jan. 1, insurers are required to report to the Rating Bureau the cost of all claims –
including those involving first aid treatment – even if the insurer did not make the payment.
To comply, employers should submit all first aid bills to them for payment, rather than paying
for treatment themselves – and if they do pay out of pocket,
the bill needs to be sent to the insurer.
First aid is defined in California Labor Code as
“any one-time treatment, and any follow-up
visit for the purpose of observation of minor
scratches, cuts, burns, splinters, or other minor industrial injury, which do not ordinarily
require medical care.”
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