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Business Insurance Implications for Coronavirus
EMERGENCY WORKERS’
COMP RATING CHANGES
Emergency rules are being developed to
guide workers’ compensation classification
and claims for COVID-affected employers
and their workers in California.
The Workers’ Compensation Insurance
Rating Bureau’s Classification and Rating
Committee will meet April 14 to discuss
three important changes to the state
rating plan:

COVID-19 is forcing US businesses to face a number of insurance implications, and you maybe
wondering if any of your policies will pay for claims resulting from the outbreak.
The main policy that might come into play is business interruption coverage, which is a
common coverage on a business owner’s policy or commercial property policy. But in this case, it’s
unlikely the policy would respond to a business interruption claim.
Most policies require that there be direct physical loss or damage to either your premises or
some part of your supply chain in order to trigger business interruption coverage.
That would include natural catastrophes like hurricanes and wildfires.
Insurance policies are specific in what they will cover. Standard policy terms feature exclusions for
pandemics and viruses, which generally means there is no coverage for business interruption due to
the outbreak.
Policies may contain “contamination” exclusions, but may also include extensions that can cover
losses or costs related to decontamination, ingress/egress, or civil or military authority. But there are
likely to be specific conditions related to coverage triggers. Without that trigger, insurers would likely
argue that a virus in your facility is not physical loss or damage.
Still, you should review your policies, including any extensions, to better understand terms
and conditions.

1. COVID-related claims filed by workers
would be excluded from an employer’s
experience rating and would not affect
their X-Mod.
2. Salaries paid to workers who are at
home, not working yet still collecting a
paycheck, would be excluded for workers’
comp premium calculations. This would
effectively reduce the employer’s premium.
3. Anyone doing the same job at home
and performing mostly desk work, would
be more closely rated towards clerical
for workers’ compensation premium
purposes. This also could reduce the
employer’s premium.
If the C&R Committee approves the rules,
the WCIRB’s Governing Committee will vote
on them and forward them to the insurance
commissioner for approval.
The rules would sunset 30 days after
authorities lift the stay-at-home order.
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The CARES Act Boosts Unemployment Benefits
The $2 trillion Coronavirus Aid, Relief, and
Economic Security (CARES) Act stimulus law
has a number of provisions that employers
and their workers need to know about and can
take advantage of during this crisis.
The CARES Act aims to help workers and
employers weather the outbreak by:
• Extending unemployment benefits.
• Requiring health plans to cover COVID-19
related costs.
• Providing Small Business Administration
(SBA) emergency loans.
• Tax credits against employment taxes.
EXTENDED UNEMPLOYMENT
The CARES Act extends unemployment
insurance benefits to workers, as long as
they lost their jobs due to the outbreak.
Unemployment benefits under the CARES Act
also apply to furloughed employees.
Workers in California will be able to collect
both state unemployment and federal
unemployment through the new law.
Under existing state law, workers who have
lost their jobs can already receive regular
unemployment benefits of between $40 and

$450 per week. These benefits can last for up to
26 weeks.
The new law will provide an additional $600
per week on top of state unemployment
benefits, through July 31.
The law extends state-level unemployment by
an additional 13 weeks. For example, whereas
most of California’s unemployment benefits
last 26 weeks, the bill extends state benefits
to 39 weeks.
The extended benefits will last through Dec. 31.
HEALTH PLAN CHANGES
Under the CARES Act, employer-sponsored
group health plans must provide for covered
workers – without cost-sharing or out-ofpocket expenses – the cost of COVID-19
testing, treatment, and vaccinations when and
if they become available.
SBA LOANS
The CARE Act’s Paycheck Protection Program
offers 1% interest loans to business with fewer
than 500 workers. Borrowers who don’t lay off
workers in the next eight weeks will have their
loans forgiven, along with the interest.

These loans are designed to provide a direct
incentive for small businesses to keep their
workers on the payroll.
If small businesses maintain payroll through
this economic crisis, some of the borrowed
money through the PPP can be forgiven –
the funds will be available through June 30.
Limited funds are available, so its prudent to
act quickly.
TAX CREDITS
The Act provides eligible employers a tax
credit against employment taxes equal
to 50% of qualified wages. The credit is
effectively capped at $5,000 per eligible
employee.

TAX FILING DELAY
The IRS has announced that individuals
and businesses can delay filing and paying
federal tax bills for 90 days to July 15, as
part of an emergency relief plan amid the
coronavirus pandemic.
Governor Gavin Newsom followed by
issuing an executive order delaying by 90
days the deadline for businesses filing tax
returns of less than $1 million in California.
Additionally, small businesses won’t have
to file their first-quarter returns until July 1.
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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.

NEW CORONAVIRUS LEGISLATION

Law Requires Paid Sick Leave, FMLA Benefits
Legislation signed into law by President Trump
extends sick leave benefits for workers who are
stricken by the coronavirus or ordered to selfquarantine, as well as provide for time off under
the Family Medical Leave Act, which provides
job-protected leave.
The Families First Coronavirus Response
Act provides financial support for workers
employed by companies that have fewer than
500 employees if they have to take time off for
coronavirus-related reasons.
PAID SICK LEAVE
Employees are entitled to two weeks (80 hours)
of paid sick time for coronavirus-related issues.
Eligible workers must be paid their regular pay,
up to $511 per day and $5,110 in total.
Those caring for someone subject to quarantine
due to COVID-19, and parents of kids who can’t go
to school or daycare, will receive two-thirds of their
regular pay, up to $200 daily with a $2,000 cap.
The emergency sick leave benefit can be used
immediately, regardless of how long the worker
has been employed with you.
The law does not require certification of an
order by government or a health care provider.
But employers can require reasonable notice
procedures, such as not announcing in the middle
of a shift that they take COVID-19 sick leave.

PAID SICK LEAVE RULES
Paid sick leave can be used when an
employee cannot work or telecommute if:
• They are subject to a government
quarantine or isolation order related to
COVID-19
• They have been told by a health care
provider to self-quarantine due to COVID-19
• They have symptoms of COVID-19 and are
seeking a medical diagnosis
• They are caring for an individual subject
to quarantine due to COVID-19
• They need to care for a child whose school
or daycare is closed due to coronavirus
They cannot require the employee to find a
replacement worker to cover the shifts they
will miss. Employers must post the law’s
requirements “in conspicuous places.”
Employers are not allowed to discipline a worker
who takes this sick or FMLA leave for coronavirus
purposes. If an employer refuses to provide the
leave, they can be subject to paying back pay
and statutory damages.
Important: This law provides payroll tax credits
to offset costs of providing paid leaves.
FMLA
The law provides for 10 additional weeks of
FMLA leave, but only for those who must stay
home to care for a child whose school or daycare

is closed due to COVID-19-related issues.
These 10 weeks will be paid at two-thirds the
employee’s regular rate of pay, up to $200 per
day with a cap of $10,000. They will also receive
12 weeks of leave with job protection, though
employers of health care or emergency care
providers can exclude such employees.
The employee would likely use up their two
weeks of paid sick leave before applying for FMLA
benefits, which unlike traditional FMLA (which
is unpaid), are paid leaves after the first 10 days
under the new law.
Employees who have been working for more than
30 days are eligible, and the employer can require
them to provide reasonable notice that they are
taking leave.
A FINAL WORD
Employers need to make financial plans, as the
payroll tax credit credit cannot be claimed until
after the employer pays their payroll taxes.
A bigger issue is that the law requires that workers
be paid the sick leave even if they are not sick, but
have been ordered to self-isolate.
In states that have ordered workers to self-isolate,
such as California, employers could be faced with
an avalanche of paid sick leave claims all at once.
This law sunsets on Dec. 31, 2020.
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In response to the COVID-19 pandemic, small business owners are eligible to apply for an
Economic Injury Disaster Loan advance of up to $10,000 from the Small Business Administration.
This advance is aimed at providing assistance to businesses that are experiencing a temporary
loss of revenue from the outbreak. Funds will be made available
following a successful application. This loan advance will
not have to be repaid.

You can find more information at
https://www.sba.gov/disaster
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