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ACA UPHEAVAL

Trump’s Executive Orders and the Effect on Group Markets
President Trump in October issued executive
orders that will make sweeping changes to the
Affordable Care Act (ACA) both on the individual
and group markets.
The main order he issued eliminates subsidies
that are paid to health insurers that participate in
government-run exchanges to reduce deductibles
and copays for lower-income customers.
Trump also signed an order that would allow
employers to pay into health reimbursement
accounts so that employees can use those funds
to buy health coverage on the open market.
The other would allow employers to band together
to create “association” plans, theoretically to get
group discounts on insurance for their workers.
COST-SHARING FALLOUT
Without the cost-sharing reduction subsidies,
insurers will likely have to significantly increase
premiums or pull out of the insurance exchanges.
While the order means many people buying plans
on marketplaces will see rate hikes, the order
doesn’t directly affect group plans.

The American Benefits Council, a national trade
association based in Washington, D.C., said that
the move could spur some insurers to increase
their fees for large employer plans to make up for
the lost revenue in the individual market.
“Employers rely on a healthy and viable individual
health insurance marketplace, since an unstable
market could result in further cost-shifting from
health-care providers to large employer plans,” the
council said in a statement.

HRAs reimburse employees for out-of-pocket
medical expenses not covered by insurance. Funds
are put into the accounts pre-tax.
Currently, the ACA bars employers with 50 or
more employees from using HRAs to reimburse
employees for purchasing health insurance on
their own. Smaller firms can use them, but the law
sets limitations on how.

At the moment, however, signs are that this is not
happening.

But any changes that might be made would not
be immediate as the rule-making process takes
time. So there would be no changes to the law for
plans incepting on Jan. 1.

EXPANDED USE OF HRAs

ASSOCIATION PLANS

Another executive order directed
the Departments of Treasury,
Labor, and Health and
Human Services to
study ways to expand
access to HRAs
and the ability of
businesses to offer
them to their
workers.

Trump also ordered regulators to write new rules
that would allow small firms to band together
to buy insurance across state lines, and for those
plans to be considered part of the large-group
market for pricing purposes.
Currently six states have laws on the books that
allow insurers to sell across state lines, but no
insurers offer those plans in those states.
The problem with these plans is that it’s very
expensive for insurers to expand into new areas
and contract with local doctors and hospitals.
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For a quote on workers’ comp insurance, business insurance,
or health insurance, please contact David Katz.

David Katz
CA License #0712961
415-489-7614
david@vma.bz

COMMERCIAL BUILDINGS

Do You Need Full Replacement Coverage for Your Property?
The owners of a new company found a building
on the market for an affordable price, so they
bought it. Built in the 1940s to manufacture
aircraft for the war effort, the metal structure
had a large open space.

because of its large open space. A software
developer ordinarily does not need that
much space; if it were to rebuild, it would
almost certainly choose a smaller building
with a different layout.
Also, very old buildings often include
materials that builders do not commonly
use today, such as plaster and lathe.
Reconstruction with these materials is
expensive and often unnecessary for the
continued operation of the business.

The company occupying this space was in
the software development business and the
building was much larger than it needed, but
the price made it seem like a sensible move.
But, the owners got a surprise from their agent
about property coverage. Insurance companies
base limits of insurance on the cost of replacing
a building exactly as it was before the loss. The
cost of reconstructing this old building was
much higher than both its purchase price and
that of other suitable properties.
The company did not need that much insurance,
and paying the higher premium for it would
have been wasteful, so the owners asked the
agent for alternatives. What if, they asked, we
don’t rebuild our building as it was?
After a fire or some other catastrophe, the
owners may decide not to rebuild or replace
with a similar structure for a number of reasons.
• As was the case with the software
company, the current building’s design
may be impractical. The company bought
the building because of a good price, not
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• The company may decide to consolidate
operations of two locations into one. The
second location may have the capacity
to absorb the first one’s operations, and
management may feel that it will gain
efficiencies by consolidating.

CASH VALUE
The standard business property insurance policy
states that the insurance company will pay
“actual cash value” – the cost of replacing the
property minus an amount for depreciation.
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The company will pay the difference between
the actual cash value and the replacement cost
only if the property owner actually rebuilds or
replaces the property, and then only if he does
so as soon as reasonably possible after the loss.
The policy also provides a small amount of
additional insurance (typically the lesser of 5%
of the insurance on the building or $10,000)
to cover the increased cost of construction
resulting from changes in building codes.
YOUR OPTIONS

• Depending on the building’s age, it may
not meet current building codes. The local
government may require any new buildings
to meet expensive new codes.

But it offers the option of valuing a loss at
replacement cost without deduction for
depreciation.

A business that chooses this option will need to
purchase the amount of insurance equal to the
cost of replacing the building “as is.”

If you feel that your business does not need an
exact replacement of its current buildings, you
can ask us about adding a “functional building
valuation” endorsement to your policies. It
establishes a limit of insurance somewhere
between actual cash value and full replacement
cost and allows the property owner to replace
the building with one that fulfills the same
function as the old one at a lesser cost.
Our discussion with you should also include
increased “ordinance or law” coverage to
provide additional insurance for increased
costs from new building codes. With the right
attention to detail, a business can get the
property insurance it needs without having to
waste money on unnecessary coverage.

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

RISK MANAGEMENT

Key Points When Buying Business Interruption Insurance

Natural catastrophes can sever supply chains
that send ripples through businesses around the
world. The tsunami that struck Japan and the
horrifying floods that inundated Thailand in 2011
caused the largest supply chain disruptions the
world had ever experienced. Even factories in
the US had to shut down because they could not
longer get parts from their suppliers in Thailand.
For many companies, the loss of income coupled
with continuing expenses after a fire or other
disaster can be even more costly than the event
itself. Business interruption can be caused by an
event such as a fire, flood or other calamity or it
could be caused by something similar happening
to one of your suppliers.
While you would be wise to carry business
interruption insurance, you also need to make
sure that your policy is current by regularly
assessing your exposure.
But business interruption coverage is difficult to
purchase because you have to make an educated
guess about future business profits and base
the amount of coverage on those projections, as
well as how long you might be out of business
if your company experienced a crippling event.
Also, business interruption policies may carry
significant coinsurance penalties for underinsuring. A coinsurance penalty is a deduction
applied by the insurer to the claim amount paid.
Depending on the type of policy, the penalty can
range from 20 to 50% of a claimed loss.
Evaluate the following to guage your exposure:
MAXIMUM INTERRUPTION LOSS
Commercial property insurance policies define
“loss of income” as the sum of the expected
pre-tax profit or loss and necessary continuing

expenses. For example, if the expected profit
is $500,000 and necessary onging expenses
are $150,000, the potential loss of income is
$650,000.

need additional coverage even if it can reopen in
February.

The best way to calculate your exposure to
losses stemming from business interruption is to
start by examining your balance sheet, income
statements and cash flow spreadsheets. We can
help you with this.

The organization will need the continuing
services of some employees while it attempts
to reopen, but other employees may not be
necessary. For example, accounting staff will
be needed to pay mandatory expenses such as
property taxes and collect receivables earned
before the shutdown. Employees who stock
shelves will not be needed if there is no stock.

You can calculate your exposure based on how
much money you would lose if you were unable
to conduct business for a week, a month or
multiple months.
RIGHT AMOUNT OF COVERAGE
Once you know your exposure, you can then
decide the level of business interruption
coverage you would need. The key consideration
is how long the insurance may apply and the
coinsurance percentage the organization must
meet. Coverage typically starts 72 hours after
your property incurs damage and runs until you
can resume operations, either at another location
or after repairs done to your existing facilities
make starting up again feasible.
DOWNTIME ESTIMATE
Even after operations resume, it may be some
time before revenue returns to normal levels.
Customers who had gone elsewhere during the
shutdown may be slow to return. The standard
insurance policy extends coverage for 30 days
after operations resume, but some businesses
may need more time than that, especially if they
are seasonal.
For example, a ski resort near Lake Tahoe that
makes most of its profits during the winter will

DOES PAYROLL CONTINUE?

IS THERE OTHER REVENUE?
A business can suffer a loss even if its own
building is untouched. A loss that shuts down a
key customer or supplier, or damage to nearby
property that causes authorities to close off
access to the street, can devastate a business’s
bottom line (this happened to many businesses
affected by 9/11).
Special insurance coverage is available to protect
against this possibility.
A FINAL NOTE
Insurers are becoming increasingly aware of the
difficulty business owners have in estimating
future losses for these polices and many of them
now offer a premium adjustment endorsement
to safeguard against any shortfalls.
VMA Insurance Services can help you answer
these questions and identify insurance
companies that can meet coverage needs.
With some effort and planning ahead of any
catastrophic event, we can help ensure that you
can successfully recover from a shutdown and
return to being a profitable ongoing concern.
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During this open enrollment season,
don’t forget that VMA Insurance Services
has access to all carriers in California.
Contact David about our extra benefits offerings.
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Pallet Safety Key to Preventing Many Injuries
Pallets present one of the most common workplace hazards
in warehouse settings. The most common injuries around
pallets are when workers trip over them or step or fall on
them. Take these steps for safety.

PRIMARY PRECAUTIONS
•
•
•
•
•
•
•

Remove nails sticking out of pallet boards.
Ensure boards are secure and not loose.
Use gloves when handling pallets.
Check that pallet stacks are stable.
Be sure the load is stable before moving.
Discard broken wood pieces to prevent tripping hazards.
If a pallet is too heavy to move, workers should ask for assistance.

INJURY PREVENTION
•
•
•
•

Do not use a pallet with broken boards. Fix it or discard it.
Do not step on a pallet. They are not built for humans to use as stepping stools, and boards can break.
Do not store pallets on their sides. They can injure someone if they topple over. Instead store them flat on the ground.
Do not step over pallets. Instead walk around them.

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 2017.

