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WORKERS’ COMPENSATION

Further Rate Cut Recommended as Claims Costs Fall
Workers’ comp insurance rates will likely
continue sliding in 2020 after California’s
rating agency submitted its recommendation
that the state insurance commissioner reduce
the average benchmark rates by 5.4%.
If the recommendation is approved, it will
be the ninth consecutive rate decrease since
2015 (some years had two decreases), which
has resulted in the average benchmark rate
for all class codes falling a combined 45%
since then.
The Workers’ Compensation Insurance Rating
Bureau, which makes the filing at least once
a year, said average claims costs continue
falling due to the effects of reforms that took
effect in 2014.

WHY RATES ARE FALLING?
Rates are still declining because:
• Old claims costs are less than
expected.
• Claims are being settled more quickly.
• Drug costs continue falling sharply.
• Fewer liens on claims are being filed.
The Rating Bureau tracks workers’ comp costs
in the state and makes the recommendations
for changing the benchmark rates, which
insurers use to price their policies. Every class
code gets its own rate, which will change
depending on the trends in claims costs and
numbers for that class code.
Insurers use the benchmark rates as guideposts
for pricing their own policies, but in the end,
they can price the policies as they wish.
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On top of the benchmark rate, insurers will add surcharges for various classes or regions, and add
on administrative costs to arrive at their own rates. Also, rates will not fall for all employers.
Rates depend on a number of factors, including an employer’s claims history and region.
Policies in Southern California, for instance, are often surcharged because of the amount of
cumulative trauma claims filed in the region.
The state insurance commissioner held a hearing on the rate filing on October 14, and is now due
to make a final decision on the rate change. As of the end of October Commissioner Ricardo Lara
had yet to make a decision. He can approve the rate change or order a different amount.
VMA members have seen reductions greater than the industry average noted above.
Members can receive additional discounts on their workers comp policy through VMA.
IS YOUR POLICY UP FOR RENEWAL?
We can find you competitive worker’s comp insurance rates. Contact David Katz.

V M A M E A N S VA L U E - A D D E D

C O N TAC T U S

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

MEDICINE COSTS

Large PBMs Balk at Push to Reduce Drug Prices

In a move that exemplifies the potential
conflict of interest that some large
pharmacy benefit managers have, the
nation’s largest Pharmacy Benefit Manager
(PBM) earlier this year said it would
demand that rebates remain unchanged
when drug makers roll out new price cuts.
Drug makers earlier in the year said they
would start reducing prices as well as
the rebates they pay PBMs to appease
lawmakers and the Trump administration,
who want to reduce medicine costs.
But not long after the announcement, the
nation’s largest PBM, United Healthcare,
fired off a letter to drug companies telling
them that if they planned to reduce prices
and rebates they would have to give seven
quarters of notice (that’s 21 months if you’re
counting) when they intend to lower prices.

SOME BACKGROUND

THE LATEST

When PBMs first came on the market,
the services they offered were processing
pharmacy claims and negotiating discounts
on medications for the health insurance
companies with which they contracted.

United Healthcare sent out the letter
to drug makers after Sanofi S.A. said it
would cut the price of its cholesterollowering drug Praluent by 60%. It did so
after Amgen Inc. reduced the price of its
cholesterol drug Repatha by 60%.

Later though, they found a new way to make
money: rebates.
They would approach two manufacturers
that made similar versions of a drug and
play them off against each other to elicit the
largest rebate they could.
Whichever one offered the larger rebate
would have their pharmaceutical placed on
the drug plan’s formulary.

United Healthcare’s demand has caught
many drug makers off guard.

The problem is that these large PBMs do not
pass on the full rebate to their clients, like
health insurance companies and health plan
enrollees. Instead, they keep most of the
rebate for themselves.

The letter, which was confirmed in news
reports in the health care trade press,
highlights what many critics say is an
inherent conflict of interest among some of
the large PBMs operating in the country.

As a result, PBMs with this business model
are not motivated to include the lowestpriced drug on their formulary, but rather the
one for which they can receive the largest
rebate check.
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The dominance of United Healthcare’s
PBM OptumRX and its competitor Express
Scripts means that group health plan
enrollees are often left at their mercy, as
many large health insurers have contracts
with them.
If a drug company does not give the rebate
that a large PBM demands, it could lose
access to patients – and patients would
lose access to that drug. The only way to
play the game is to offer a larger rebate
and increase prices, which in turn increases
the prices that patients have to pay.
Fortunately, there are smaller PBMs that
have different business models that take
payers’ needs into consideration and aim to
reduce the out-of-pocket costs for patients.
They contract with employers and insurers
directly to make this happen.

Get a Quote and Get Your Questions Answered

|

insurance.vma.bz

|

800-659-3363

INSURE YOUR BUSINESS

INSURE YOUR STAFF

WHY VMA INSURANCE

Full Service Commercial Brokerage
serving printing, graphic arts and the
broader communication industries

Medical, dental, vision, life,
disability, executive
reimbursement and more

VMA Insurance Services offers
preferential group rates and other
cost-saving benefits

RISK MANAGEMENT

Why It Is Important to Review Your Insurance Annually
One of the keys to managing risks when
you first start a business is getting the right
insurance to cover your operations, property
and potential liabilities.
Unfortunately, many business owners fail to
update their policies and just renew them year
after year even if the company has grown,
expanded operations and facilities, and added
new equipment and property. If this is the case,
the old coverage would be insufficient.
Business owners should review their policies
every year to catch any omissions and make
sure they are not underinsured. It is common
for smaller businesses to secure a basic
Business Owner’s Policy (BOP) and Workers’
Comp when they first get started.

WHAT A BOP COVERS
• Property insurance for buildings and
contents owned by the company.
• Business interruption insurance,
which covers the loss of income
resulting from a fire or other
catastrophe that disrupts operations.
• Liability protection, which covers
harm to third parties resulting
from actions by your business or
employees.

• Professional liability insurance.
These policies cover mistakes for any
professional services you provide. This
includes services provided by coders and
software developers, architects, appraisers,
consultants, real estate brokers, graphic
designers, home inspectors and others.

• If you have purchased computers,
equipment or other types of property.

• Employment practices liability
insurance. This covers human resources
issues related to discrimination,
harassment and termination.

• If your workers are driving frequently in
rented vehicles, you may need hired and
non-hired auto insurance.

OUTGROWING BOP COVERAGE

• Commercial auto insurance. This
coverage protects autos that are not under
a personal policy.

As your business expands, you may outgrow
the BOP and need additional coverage to
manage your risks. Some examples include
the following:

• Directors and officers liability
coverage. This protects officers and
directors in the event they are sued for
wrongful acts while on duty.

• Workers’ Comp. While you likely added
a policy when you made your first hire, you
will need to update it as you add more staff.
• Excess umbrella. This insurance covers
liability claims that exceed your BOP’s limit,
providing an added layer of protection.

Depending on the business, some or most of
these insurance options may be required for
adequate protection. Annual reviews with us
are ideal for discussing your options. Make
sure these elements are considered:

• Increased revenues can also mean
increased potential liabilities.
• If you have moved, expanded, added or
closed locations.

• For specific types of work, employers may
need additional endorsements for their
general liability policies.
• If you are serving new industries or clients,
you may have taken on new risks if those
clients are in high-risk industries.
• If you experience an increase in the
number of workers you have, or there is
a higher turnover rate, it is important to
think about employment practices liability
coverage.
• If you’ve added more staff or had layoffs,
your workers’ comp policy should be
updated to reflect those changes.

ORDER YOUR 2019 WAGE + BENEFITS SURVEY REPORT TODAY!
Our Wage + Benefits Survey is the most comprehensive survey available within the print industry.
Discover wage and benefit compensation practices from a regional and national perspective,
and by company size. Print and digital editions are available.
Order Today! vma.bz/wagesurvey • Diedra Lovan • diedra@vma.bz • 415-489-7606
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For more information on VMA’s workers’
comp, health or voluntary benefits programs,
please contact VMA Insurance Services.
Visit insurance.vma.bz for details.
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Changes to When Injuries Must be Reported
Gov. Gavin Newsom has signed a measure into law that will greatly expand when employers are
required to report workplace injuries to Cal/OSHA.
Under AB 1805 the following must be reported to Cal/OSHA within
eight hours of the employer knowing about, or with “diligent inquiry”
should have known about, the serious injury, illness or fatality:
• Any inpatient hospitalization for treatment of a workplace
injury or illness.
• Any inpatient hospitalization for “other than medical
observation or diagnostic testing.”
• Any amputation (even the tip of a finger) or serious
disfigurement.
• Loss of an eye.
• Serious injuries or deaths caused by a commission of a
penal code violation.
• Accidents that occur in a construction zone. (The
exclusion for injuries resulting from auto accidents on a
public street or highway remains in effect.)

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 2019.

