secret Insurance companies don’t
pay for employee injuries—
they just ﬁnance them for
you at an exorbitant cost.
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You pay $2 to $3 to the insurance company for
every dollar it pays out for employee injuries.
Each claim results in the most expensive ﬁnancing contract you have in your business.
First, you pay outrageous premiums. Then, you
pay again for almost all your claims:
You pay for employee injuries through lost dividends
and return of premium
You pay more because your Experience Modiﬁcation skyrockets
You pay for lost productivity
You pay for the low morale of the other employees who ﬁll in for the
injured employee
You pay for increased management and staff stress
You have Workers’ Comp for only two reasons:
The law requires it
Workers’ comp spreads the actual cost of employee injuries out over time
Workers’ Comp does not pay for employee injuries. You do!

secret Claims management services are usually dreadful

2

Now that you know you write
the checks for your employees’
injuries (you can have more
proof if you want it), you should demand
exceptional claims management service.
Claims adjusters are snowed under with
too many cases. Your injured employees
don’t get the attention they deserve. In
spite of this, insurance companies continue to downsize as they strive to increase
proﬁts.

Add managed care to the mix and your
employees’ claims are often outsourced to
a “case management company.” Adjusters
don’t know what’s happening or how your
injured employees are being treated. You
just can’t notify the insurance company
an employee was injured and expect them
to “do their job.” You must have a proven
process in place to minimize the cost of
the injury and expedite your injured employee’s return to work.

secret
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You are penalized and overcharged when the
“Audit Police” make a mistake on an audit

Because your real insurance cost is
determined after your policy expires,
it’s essential the audit is correct.

Misclassiﬁcations are common and the
system is designed for you to pay for all
mistakes. There are many other errors
or omissions that are made in addition to
misclassiﬁcations.

You’re at a disadvantage from the start.
The insurance company auditor knows the
Would you allow an IRS agent to conduct
rules, you don’t.
an audit without an expert on your side?
The law does not compel an auditor to
Of course not. Then, why allow an insurexplain the rules, especially if applying
ance company auditor to conduct an audit
a rule would cause you to pay a lower
without an expert at your side? A workers’
premium.
comp audit may actually cost you more
Here’s how the auditor works against you: money than an IRS audit. A Workers’ Comp
Your entire payroll is put into the high- audit is every year. You may go years withest classiﬁcation.
out an IRS audit.
The “standard class exceptions” are
put into the incorrect cost classiﬁcation.
When someone is not properly moved
to the lower cost classiﬁcation, you
pay at the highest rate.

secret Experience
modiﬁcation factors
are often wrong or
mismanaged

secret Your dividend or retro
program may not be
what it appears to be

Most insurance buyers assume their
experience modiﬁcation factor is correct. This is a dangerous assumption
because most of the time it may be
wrong. When that happens, the insurance company beneﬁts. Even if
correct, it may be mismanaged and
you’re overcharged. There are simple
strategies to lower it. A qualiﬁed agent
knows how to control your costs.

Did you buy your Workers’ Comp based
on that fancy proposal your agent presented or did you read the contract’s
terms of your retro or dividend program?
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If you don’t understand the contract,
you’re in for a big surprise that could
cost you thousands.

SECRET Your money will ﬂy away unless your agent pays
closer attention to your Workers’ Comp than any
other insurance you buy
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Here’s what your agent must do to insure you’re not being overcharged:
Claims need to be monitored
Premium audits must be managed and veriﬁed
Experience modiﬁcations must be double checked for accuracy
The contract must be analyzed
Sub-contractors’ insurance must be controlled
Many actions are time sensitive. If you don’t know why six months after your
policy expires is the most critical date, you may be overcharged for your
insurance. If you need a specialist in any one area of your insurance programs,
it is managing the insurance programs that affect your employees the most—
Workers’ Comp, medical and disability.

SECRET

7

You can slash your costs—if you install
the right system

The Institute of WorkComp Professionals trains and certiﬁes
insurance agents to ﬁnd and ﬁx the mistakes rampant in the Workers’ Comp
system. This is money on the table since Workers’ Comp Insurance can amount
to 20% to 25% of your total payroll costs.
Through implementation of the Institute’s exclusive WorkComp System, you can
drive your employee-related insurance costs down 20% or more.

Tim Blackwell
For more information
or to
805-650-3300
locate a Certified
WorkComp
2734 Johnson
Drive, #104
Advisor in your
area,
visit
Ventura, CA 93003
www.workcompadvisors.com.

Tim@InsuranceDude.com
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Personal introduction. What I do. ASA Member.
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Recognize these? We’re looking at the latest Cement Mason determination for SD
County. We’re going to use the Cement Mason and Concrete Contractor as examples
throughout our presentation today.
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ETT = 0.1% of first 7K = $7.00
SUI = Between 1.5% and 6.2% of first 7K = max $434.00
FUTA = Federal tax of 6.2% plus State credits most back. All on first 7K of wages only.
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Non‐union or open shop contractors must pay the $0.50 per hour Training Fringe to
the appropriate training program in California this is required. The remaining $15.18
($15.68 total fringe MINUS $0.50) can
• be paid to the employee in cash (subject to payroll taxes, Worker’s Comp, and
possibly General Liability Insurance)
• be contributed to bona‐fide plans (pension, medical/health insurance,
Supplemental Unemployment Benefit) on behalf of the employee (NOT subject to
payroll taxes, Worker’s Comp, and possibly General Liability Insurance)
• be split between bona‐fide plan contributions (pension, medical/health,
Supplemental Unemployment Benefits ‐ NOT subject to payroll taxes, Worker’s
Comp, and possibly General Liability Insurance), credit for existing company paid
vacation, holiday, sick, personal time (must be calculated using their NORMAL rate
of pay ‐ subject to payroll taxes, Worker’s Comp, and possibly General Liability
Insurance), with any balance remaining paid in cash (subject to payroll taxes,
Worker’s Comp, and possibly General Liability Insurance).
NOTE: When paying the full or partial fringe in cash to the employee, his/her rate
becomes the TOTAL of the base PLUS the amount of cash fringe, for example $26.57
PLUS $15.18 = $41.75 Straight time rate.
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Cash Fringes=26.57 Base + 15.18 Cash Fringe = 41.75 + $0.50 Training = the full
combined rate of NOT LESS than $42.25
Fringes Split=26.57 Base + 12.63 Cash Fringe = 38.70 + .50 Training + 3.05 plans &
credits = the full combined rate of NOT LESS than $42.25
Worker’s Comp calculated using an example current rate.
2.76 p/h difference in Cost Per Hour ($49.79 MINUS $47.03) between a contractor
paying fringes in cash and one paying the fringes to the Union or Bona‐fide plans.
10 employees x 1080 prevailing wage hours per year = 10,800 hours x 2.76 =
29,808.00 in savings
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Cash Fringes=26.57 Base + 15.18 Cash Fringe = 41.75 + $0.50 Training = the full
combined rate of NOT LESS than $42.25
Fringes Split=26.57 Base + 12.63 Cash Fringe = 38.70 + .50 Training + 3.05 plans &
credits = the full combined rate of NOT LESS than $42.25
Worker’s Comp calculated using an example of an increased rate for policy renewal
after July 1, 2012.

2.79 p/h difference in Cost Per Hour ($49.90 MINUS $47.11) between a contractor
paying fringes in cash and one paying the fringes to the Union or Bona‐fide plans.
10 employees x 1080 prevailing wage hours per year = 10,800 hours x 2.79 =
30,132.00 in saving
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Another area where a contractor can actually save time, increase compliance, and get
paid promptly – can be found in how the required certified payroll reports are being
completed.
This is extremely time‐consuming and highly error prone – especially if your
accounting software cannot create the reports with all the required information for
you.

5

Earlier this year the California Department of Industrial Relations implemented a
requirement to electronically file/submit certified payroll data through the MyLCM
system if a construction project is funded with state bond dollars. In order to file an
“electronic” version of your certified payroll report – you first have to complete a
paper report (so that you have all the necessary information) and then log into
MyLCM and manually input the data.
If you use QuickBooks, the built‐in certified payroll report is not compatible with the
MyLCM system, and my company (Sunburst Software Solutions, Inc.) can provide you
with both the paper and electronic forms that are required and here is a sample of an
electronic – or – machine readable version of the DIR form.
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3 SIMPLE STEPS
If you are a small employer (business or tax-exempt) that provides health insurance coverage to your employees, determine if you may
qualify for the Small Business Health Care Tax Credit by following these three simple steps:
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Determine the total number of your
employees (not counting owners or
family members):
Full-time employees:
(enter the number of employees who work
at least 40 hours per week)
+
Full-time equivalent of part-time
employees:
(Calculate the number of full-time
equivalents by dividing the total annual
hours of part-time employees by 2080.)
=			

Take the total annual wages paid to
employees:
÷
Divide it by the number of employees
from STEP 1:
(total wages ÷ number of employees)
=			

average wages

total employees

If the total number of employees is fewer
than 25 GO TO STEP 2
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Calculate the average annual wages
of employees (not counting owners
or family members):

If the result is less than $50,000, AND

You pay at least half of the insurance premiums for your employees at the single (employee-only) coverage rate, then

you may be able to claim the Small Business Health Care Tax Credit.
Find out more information at IRS.gov

