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Workers’ Compensation

THE REPORT

Electronics, Construction Class Code Changes

recommending changes to class codes for some electronics manufacturing
sectors, as well as increases to the wage thresholds for construction industry
dual classifications.
The proposed changes were sent in March to the state insurance commissioner for
approval.
If approved, the changes will take effect Sept. 1, 2024. Here’s what’s on tap:

THE WORKERS’ Compensation Insurance Rating Bureau of California is

Dual-wage increases

The Rating Bureau has recommended increasing the thresholds that separate high-
and low-wage earners in 16 dual-wage construction classes, as shown below.

These class codes have vastly different pure premium rates for workers above and
below a certain threshold. Lower-wage workers have historically filed more workers’
comp claims.
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DUAL-CLASS CODE CHANGES COMING 9/1*

Classification Current per | Recommended
hour threshold | threshold

5027/5028 Masonry $32 $35
5190/5140 Electrical Wiring $34 $36
5183/5187 Plumbing $31 $32
5185/5186 Automatic Sprinkler

Installation $32 $33
5201/5205 Concrete or Cement Work $32 $33
5403/5432 Carpentry $39 $41
5446/5447 Wallboard Installation $38 $41
5467/5470 Glaziers $36 $39
5474/5482 Painting/Waterproofing $31 $32
5484/5485 Plastering or Stucco Work $36 $38 .
5538/5542 Sheet Metal Work $29 $33
5552/5553 Roofing $29 $31
5632/5633 Steel Framing $39 $41

~ 6218/6220 Excavation/

Grading/Land Leveling $38 $40
6307/6308 Sewer Construction $38 $40
6315/6316 Wa.ter/Gas Mains $38 $40
*Proposed s X Sy ; L "k |
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Rates for lower-wage workers are often
double the rates for higher-wage workers.

Electronics manufacturing

Another proposed change would link
two more classes to the 8874 companion
classification, which was created in
September 2022 to cover certain low-risk
classes in the electronics industry group.

Currently, 8874 is a companion class that

covers payroll for lower-risk jobs in hardware
and software design and development,
computer-aided design, clerical and outside
sales operations for two classes:

e 3681 (manufacturing operations for
electronic instruments, computer
peripherals, telecommunications
equipment), and

e 4112 (integrated circuit and semicon-
ductor wafer manufacturing).

The new proposal would move to 8874
similar low-risk white-collar personnel
currently assigned to class 3572 (medical

See ‘Changes’ on page 2
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Workplace Safety
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Overdose Meds May Be Coming to Your First Aid Kit

would require California employers to include the opioid
overdose medication Narcan in their first aid kits.

Cal/OSHA’s Standards Board has received a petition from
a safety group asking it to create new regulations requiring
workplaces to stock medications that can reverse opioid
overdoses.

On the legislative front, two state assembly members have
introduced bills that would require workplace first aid kits to include
naloxone hydrochloride, the substance that can reverse overdoses.

More than 83,000 people died of an opioid overdose in 2022
in the U.S., including nearly 7,000 Californians, according to the
Centers for Disease Control.

Naloxone, sold under the brand names Narcan and RiVive, is
available in an over-the-counter nasal spray or as an injectable.

These medications temporarily reverse overdoses from
prescription and illicit opioids, are not addictive and are not harmful
to people when administered.

In its Dec. 8 petition to Cal/OSHA’s Standards Board, the
National Safety Council asked it to add naloxone to the list of
required items in both construction sites as well as general industry
workplaces.

“With the number of workplace overdose deaths on the
rise, opioid overdose reversal medication is now an essential
component of an adequate first-aid kit,” wrote Lorraine M. Martin,
president and CEO of the NSC.

E FFORTS ARE afoot to create new laws and regulations that

Legislation

Two bills are in play.

AB 1976: Authored by Assemblyman Matt Haney (D-San
Francisco), this bill would require first aid kits on job sites to include
Narcan. It would require the Standards Board to draft enabling
regulations by Dec. 31, 2026.

AB 1996: Authored by Assemblyman Juan Alanis (D-Modesto),
this measure would require operators of stadiums, concert venues
and amusement parks to stock Narcan. It would not require Cal/
OSHA to create new regulations as the measure is aimed at helping
members of the public.

The takeaway

In light of the opioid overdose epidemic, more and more
employers and operators of facilities that cater to the public have
started stocking naloxone.

With opioid overdoses so prevalent in U.S. workplaces (18%
in California alone), the simple addition of this over-the-counter
medication can save the life of a worker.

Narcan is available for around $40 at most major retail
pharmacies. It's a simple and inexpensive addition to a first aid kit
for any employer. It would be good practice to keep a pack in your
safety Kit ... just in case.

Meanwhile, if any of the legislative and possible regulatory efforts
become law or regulation, we'll let you know. %
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BN Continued from page 1

Changes to Electronics Sector Class Codes in the Cards

instrument manufacturing) and 3682 (non-electric instrument
manufacturing).

The Bureau is also recommending merging class code 3070
(computer memory disk manufacturing) with 3681(2) (computer
or computer peripheral equipment manufacturing).

If this recommendation is okayed, the higher pure premium

www.acrisure.com/west

rate of $0.46 per $100 of payroll for class code 3681 will apply
to the new combined code.

Class 3070 currently has a pure premium rate of $0.25 per
$100 of payroll and the new rate would be phased in at 25% per
year until class 3070 is eliminated and all employers are moved
to class 3681. «¢



Roth IRA for Kids

SMALL BUSINESS owners may find it challenging to find ways
to provide additional benefits to their children who work for the
company. One often overlooked choice is including a Roth individual
retirement account (IRA) as part of their compensation, a strategy
that offers the potential to benefit both the children and the
business.

Small businesses play a significant role in labor markets.
They employ 61.7 million Americans, 46.4% of all private-sector
employees. Over the period from 1995 to the present, small
businesses have been responsible for generating 17.3 million
net new jobs, which accounts for an impressive 62.7% of all jobs
created since 1995.1

The Basics of a Roth IRA

A Roth IRA is a tax-advantaged investment account that allows
individuals to contribute after-tax income. Unlike in traditional IRAs,
contributions to a Roth IRA are not tax deductible, as their advantage
lies in the tax-free growth potential and tax-free withdrawals in
retirement.

Roth IRA contributions are phased out for taxpayers with adjusted
gross incomes (AGIs) above a certain amount. To qualify for the tax-
free and penalty-free withdrawal of earnings, Roth IRA distributions
must meet a five-year holding requirement and occur after age 59%>.

Tax-free and penalty-free withdrawals can also be taken under
certain other circumstances, such as the owner’s death. The original
Roth IRA owner is not required to take minimum annual withdrawals.

Utilizing a Roth IRA for Compensation

To contribute to a Roth IRA, the working family member must
have earned income. This requirement creates a unique opportunity
for small business owners to include their children as employees and
compensate them accordingly. In this scenario, the fact that the child
is likely in a very low tax bracket is an advantage, meaning that a
smaller percentage is paid up front.

Building a Foundation for the Future

Not everyone knows that Roth IRA funds can be used for various
purposes before the age of 59%2, such as purchasing a first home,
covering educational expenses, and even paying medical costs.

Consistent contributions from a young age can accumulate into
a substantial account. Imagine that a child starts working at eight
and continues until 16, and the small business contributes to a
Roth IRA. Upon reaching adulthood, the child could have a sizable
sum saved for milestones such as purchasing a house or funding a
college education.

The content is developed from sources believed to be providing accurate information.
The information in this material is not intended as tax or legal advice. It may not be
used for the purpose of avoiding any federal tax penalties. Please consult legal or tax
professionals for specific information regarding your individual situation. This material
was developed and produced by FMG Suite to provide information on a topic that may

be of interest. FMG, LLC, is not affiliated with the named broker-dealer, state- or SEC-
registered investment advisory firm. The opinions expressed and material provided are for
general information, and should not be considered a solicitation for the purchase or sale
of any security. Copyright FMG Suite.
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Seeding Financial Success

Although the initial contributions may seem small, the long-term
benefits of including a Roth IRA in a child’'s compensation package
are significant. It not only establishes a solid financial foundation but
also instills valuable lessons about saving, investing, and preparing
for the future. By involving a financial professional, parents can ensure
that their children receive guidance as they transition into adulthood.

Preparing for the Next Generation

Managing money for the next generation has gained considerable
attention in recent years. As businesses and families prepare
their financial legacies, strategies such as including a Roth IRA in
compensation packages are becoming increasingly popular. By
working with a financial professional, families can navigate the
complexities of wealth management.

If you own a small business, including a Roth IRA in your children’s
compensation package could be a game-changer. With the potential
for tax-free growth and a range of permitted uses, this strategy can
provide numerous benefits and potentially greater financial success.

Edward C. Rusnak

Joseph Yang

Sagemark Consulting

3000 Executive Parkway, Suite 400
P.O. Box 5154

San Ramon, CA 94583

Phone: (925) 659-0372
Fax: (925) 804-2472
E-mail: Edward.Rusnak@LFG.com

1. Advocacy.sba.gov, March 7, 2023

Ed Rusnak & Joseph Yang are registered Representatives of Lincoln Financial Advisors
Corp. Securities and investment advisory services offered through Lincoln Financial
Advisors Corp., a broker/dealer (member SIPC) and registered investment advisor.
Insurance offered through Lincoln Marketing and Insurance Agency, LLC and Lincoln
Associates Insurance Agency, Inc. and other fine companies. Lincoln Financial Advisors
and its representatives do not offer tax or legal advice. Individuals should consult their tax
or legal professionals regarding their specific circumstances. Acrisure is not affiliated with
Lincoln Financial Advisors Corp.
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Commercial Property Insurance
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New Rules Aim to Ease Availability Crisis

and fewer insurers willing to write policies in the Golden State, the state insurance
commissioner has floated a plan aimed at easing the crisis.

The main thrust of the new proposal is to make it easier for insurers to get their rate-hike
requests approved, efforts that have been stifled due to laws that have been on the books
since the early 1990s from a law known as Prop. 103. As well, insurers are limited in the types
of data they can use to justify rate increases, which has constrained them from being able to
ask for hikes that are adequate to cover their potential liabilities.

The proposed rule changes, along with others that are coming this year, are aimed at luring
insurers back into the marketplace after one carrier after another has either stopped writing
commercial property in the state altogether, or restricted how many policies they will write in
California, and where.

While insurers are still writing policies in California, their numbers are shrinking, making
renewals a difficult process for many businesses. Insurers have also gotten pickier about
properties they are willing to cover, with some setting limits on the age of a building and taking
into consideration whether the property owner has filed any claims in the last three years.

W ITH THE California commercial property market increasingly stressed with fewer

The commissioner’s plan

Insurance Commissioner Ricardo Lara’s proposed regulations, one of those prongs,
would allow insurers to use catastrophe models to better predict insurance rates for wildfire,
terrorism and flooding. Currently, they are only allowed to use historical claims data, which is
backward-looking and does not account for the surge in risk and costs that’s occurred during
the last five to 10 years.

FOUR FACTORS BEHIND INSURANCE CRISIS

Massive The cost of
wildfire rebuilding,
insurance claim which has
losses, which . I surged as
have increased ~ : i construction
exponentially and material
as wildfires have grown more costs have exploded.
destructive and in number.
The rising cost Difficulties
of reinsurance, in getting
which carriers rate hikes
buy to cover approved.
themselves
if they have

catastrophic claims.

As well, they are not allowed to consider the growing risk caused by climate change, or
wildfire risk mitigation measures taken by communities or regionally as a result of local,
state and federal investments.

Mark Sektnan, vice president for state government relations for the American Property
Casualty Insurance Association, said this change would go a long way towards addressing
the insurance crisis in the state.

“As Californians grapple with record
inflation and become increasingly vulnerable
to climate-driven extreme weather, including
catastrophic wildfires, this is a critically
needed tool to help identify future risks more
accurately and set rates that reflect our new
reality,” he said. “More accurate ratemaking
will help restore balance to the insurance
market and ensure all Californians have
access to the coverage they need.”

The trade-off for consumers will be the
likelihood of more insurers coming back into
the market to write commercial property
and homeowner’s insurance in exchange for
them asking for large rate hikes.

The latest proposed regulation follows
another that was introduced in late February
that would speed up approvals of rate-
increase requests. These can sometimes
take years if the Department of Insurance
asks for more supporting documentation,
which can reset the rate approval process,
delaying final approval. Some insurers have
waited more than two years to get their rate
hikes even considered.

Current rules “lack clarity and fail to specify
the exact materials and information required
in a complete rate filing application given the
change in times and increased complexity of
filing,” according to the Department.

This proposed rule codifies clearer
instructions for what supporting documen-
tation insurers must submit when filing for
rate increases.

The takeaway

A public hearing on the proposed
catastrophe-modeling regulations will be
held on April 23 and it’s the department’s
plan to get these new rules implemented
by the end of 2024, along with the rules on
speeding up rate-increase requests.

In the coming months, the department
plans to propose additional regulations as
well as legislation in order to get insurers to
write business in the state again.

If enacted, it's hoped that the various
planned changes will provide some relief to
homeowners and businesses in the state.

WEe'll keep you posted as this develops. «*
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