RiskReport
September - November 2021

Delivering essential employee benefit and commercial insurance information to customers and our members
POLICY PRICING

Health Insurers Not Factoring In COVID-19 Effects
In a glimpse of what we may expect in terms of premiums, a new study by the Kaiser Family
Foundation has found that most insurers are not factoring in added costs or savings related
to COVID-19 for their 2022 health coverage rates for personal health plans in 13 states and the
District of Columbia.
The insurers expect health care utilization to return to pre-pandemic levels by 2022,
according to the analysis.
While the analysis focused on the individual market, KFF found that insurers were making
similar assumptions about how COVID-19 would affect their group market costs and pricing.
Despite them not expecting significant effects from COVID-19, there are other issues that are
on health insurers’ radars that are likely to increase rates, including the costs of treatment that
was delayed in 2020, the continued use of telehealth services, and new federal regulations in
response to the pandemic.
A survey by PricewaterhouseCoopers found that employers are expecting an average rate
increase of 6.5% for group health coverage.
It’s clear that most insurers are viewing the COVID-19 pandemic as a one-time event, with
limited, if any, impact on their 2022 claims costs. KFF referred to the pandemic’s effect on
rates as “negligible.”
The foundation looked at rate filings of 75 insurers and only 13 of them stated that the
pandemic would increase their costs in 2022, but even then, most of them predicted an effect
of 1%. The reasons those 13 insurers cited for the expected higher costs include:
• Costs related to ongoing COVID-19 testing, treatment, and vaccinations.
• Anticipated vaccination boosters.

DELAYED TREATMENT, POLICY CHANGES
While most insurers don’t expect to be paying
out excessive amounts for treatments and
medications related to COVID-19 infections,
they are concerned about the increased flow of
patients seeking treatment for procedures they
postponed last year.
Those postponements have led to pent-up
demand, driving higher utilization in 2021, which
some health plans expect will spill over into 2022.
As a result, some insurance companies have
filed rates that include a “COVID-19 rebound
adjustment” to account for the services that were
deferred in 2020.
Other carriers have filed for rate increases based
on predictions that those delayed services will
lead to an exacerbation of chronic conditions.
Some are also predicting that COVID-19 “longhaulers” could push claims costs higher.
On top of all that, insurers this year have had to
make decisions about benefits, network design,
and premium pricing in the face of the pandemic
and federal policy changes that could dramatically
expand coverage under the Affordable Care Act.

OTHER CONCERNS
Some insurers are concerned about the
costs associated with the explosive growth of
telehealth services during the pandemic. These
tele-visits boomed as people were avoiding
doctors’ offices due to stay-at-home and social
distancing orders, and to reduce the chances of
COVID-19 transmission.
Kaiser Permanente in one of its filings wrote:
“We anticipate the high utilization of telehealth
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HEALTH CARE OUTLAYS

The Real Costs of Cyber Attacks
Cyber attacks are expensive for any organization, but they can be
devastating for small and mid-sized firms.
The average total cost of cybersecurity breaches in the United States
of America, between August 2019 and April 2020, was $8.6 million,
according to IBM and the Ponemon Institute’s 2020 “Cost of a Data
Breach” report. Even seemingly “minor” cybersecurity incidents can
have devastating effects on a small business.
Cyber criminals know that small businesses don’t have the resources
to build top-shelf security systems to keep attackers from penetrating
their systems so they have shifted their focus to them.
There are different types of cyber attacks ones that go after company
data, particularly personally identifiable information. And while that
does not sound like it would be costly to deal with, think again:
The average cost per compromised customer’s personally identifiable
information record was around $150 in 2020.

bashing social media campaigns, diminishing customer loyalty and
trust, preference for competitor services and a loss of business.

HOW WOULD YOUR FIRM DEAL WITH AN ATTACK?
Do you have the resources to recover from a cyber attack? Even if you
don’t store customer records, your employee’s records can also be
accessed, putting them at risk of identity theft.
It’s important to have a plan for recovery but also how to pay for that
recovery and potential notification costs.

VMA Members’ Special
VMA Insurance has partnered with Cowbell Cyber,
Inc., a cyber insurance specialist that has a program
specifically for graphic art businesses.
Call David Katz for details: 415-489-7614

This means that if only 10,000 customer records were compromised, a
small business could face breach costs starting at $1.5 million.
But there is other potential fallout:
Legal fees: Legal fees can quickly add up. In the case of Home
Depot when the retailer was ordered to pay $15,300,000 in fees and
expenses to lawyers who litigated a class action case against the
organization.
Operational downtime: After a cybersecurity incident, organizations
will need to secure the company’s systems and take stock of what if
any data was breached. That results in downtime thatwill cost money
in the form of resources to get systems operation and secur e as well
as the potential for lost sales and productivity during that downtime.
Reputational damage: Data breaches can impact a company’s
reputation in a multitude of ways — negative word of mouth, brand-
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Higher Outlays for Mental Health Services Set to Continue
services to persist beyond the lifespan of the outbreak into the
foreseeable future.”
Another insurer, MVP in Vermont, said that while it has seen costs
associated with in-person ambulatory services increase this year
and a return to in-person visits, it has not seen a reduction in use of
telehealth services.

Finally, Blue Cross Blue Shield of Vermont in its filing predicted that
the increased expenditures for mental health services (demand
for which spiked in 2020 as people wrestled with isolation and
depression aggravated by the pandemic) would continue in 2022 and
beyond.
The insurer predicted that claims for mental health and substance
abuse treatment would climb 20% from 2020 to 2022.
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RISK EXPOSURE

Small Firms Saddled with Majority of Tort Liability Costs

Despite accounting for 19% of revenues among firms in the United
States, small businesses shoulder more than 53% of all commercial
tort liability costs, according to a new report by the U.S. Chamber
Institute for Legal Reform.
The story is worse for the business with less than $1 million in
revenue. They account for only 7% of all revenues and yet bear 39% of
the tort liability costs, according to the 2020 “Tort Liability Costs for
Small Businesses” report.
While those numbers are staggering, you may be shocked to know
that only 40% of those of small firms’ $182 billion in tort liabilities were
covered by insurance.
The study found that small businesses’ total tort liability in 2018 was
$182 billion, of which only 40% was covered by insurance. That means
that those small business paid an aggregate $109 billion out of pocket
for those liabilities.
The lesson from the study: not carrying enough liability coverage in
your policies can result in significant out-of-pocket costs that can
cripple your small business if you are sued.

THE BIG LIABILITIES
A tort is a civil wrong that causes harm to a third party. Typically,
businesses are sued by third parties who allege they were harmed
by a business or an employee, manager or owner. Businesses are
vicariously liable, for torts committed by individuals acting on their
behalf.
Actions can include lawsuits alleging:
• Negligence
• Intentional wrongdoing
• Liability for harm caused by a product or a company’s policies or
employees.
The majority (81%) of the commercial tort payouts in 2020 related
to operating and professional liability, while 13% was related to
commercial auto liability. The rest was for medical malpractice.

HOW TO PROTECT YOUR BUSINESS
Your business can protect itself against claims based on negligence,
strict liability and some intentional torts with a general liability policy.
Besides purchasing a stand-alone policy, small firms can buy a
business owner’s policy (BOP), which combines property and liability
insurance into one policy.

WHAT GENERAL LIABILITY POLICIES, BOPS COVER
• Claims for bodily injury or property damage caused by negligence on
the part of your company or representatives. The injury or damage may
occur on your premises or at a job site, or arise out of your products or
completed work.
• Claims arising from your products or completed work, regardless of
whether they are based on negligence or strict liability.
• Claims alleging personal and advertising injury.
Commercial auto policies are also an important part of the equation if
you have driving employees. Commercial auto liability claims account
for a 13% of all business tort liability, as mentioned above.
Also, you may want to consider umbrella or excess liability coverage
that adds a second layer of protection to avoid paying out of pocket if
you are saddled with a large claim that exceeds your policy limits.
Be warned: General liability polices do not cover medical malpractice,
workplace wrongs or financial losses arising from professional mistakes.
To cover workplace-related lawsuits (claims of discrimination,
harassment or wage and hour infractions) you’ll need employment
practices liability coverage. And for professional liability, you may need
either errors and omissions liability insurance or professional liability
coverage.
To ensure you don’t end up holding the bag, ensure you have proper
liability coverage in the event your company is sued.
Call us if you’d like to go through your policies so we can evaluate your
risk exposure.
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New Health Plan Transparency Rules Explained
Regulations are taking effect over the next few years that will greatly increase the transparency
requirements for group health plans and what they have to disclose to their enrollees.
The rules aim to help plan enrollees shop for procedures by pricing out how much they will
cost so they can choose the provider that’s right for them and so they can minimize their
out-of-pocket costs. Here’s what the rules require:

• Personalized cost-sharing information: Plans must provide personalized estimates for any medical
procedure to an enrollee upon request.
• Accumulated out-of-pocket payments: Enrollees can inquire about how much they’ve paid out
towards their deductibles and their plan’s out-of-pocket maximum.
• In-network rates: Upon request, plans must divulge how much enrollees will have to pay out of pocket
for a specific procedure by an in-network provider.
• Out-of-network allowed amount: Insurers must disclose the maximum
amount their plans will pay for an “item or service” from an
out-of-network provider.
• Posting of costs, contracted rates online: Insurers must
post rates for all covered items, services and pharmaceuticals that it has negotiated with in-network providers.
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