3 Ty | &

Workers’ Compensation
Changes PC 1149

New Chapter 9

© Insurors of Tennessee. All Rights Reserved.

Introduction AT |

Insurors of Tennessee

Chuck Bidek Ashley Arnold
CEO General Counsel
cbidek@insurors.org aarnold@insurors.org

David Williams
Marketing Development Manager
dwilliams@insurors.org

Dept. of Commerce and Ins. Dept. of Labor and Workforce Dev.
Mike Shinnick Landon Lackey
Workers’ Compensation Manager Attorney
m.r.shinnick@tn.gov Landon.Lackey@tn.gov

© Insurors of Tennessee. All Rights Reserved.

2/4/2011



; Work Comp Timeline |
-
e
e
PC 1041 passed 12-31-2009 January 1, 2011
requiring everyone to PC 1041 effective Non licensed contractors
carry WC file with SOS
PC 1149
Passed AL
By 00% 1009 10’3_0 ’LQ
No action taken by January 2010 PC March 1, 2011
Gen. Assembly 1041 suspended CSP exemption effective

February 1, 2011
Licensed contractors file

© Insurors of Tennessee. All Rights Reserved.

.. Seven Factors — |

“...in order to determine whether an individual is an
‘employee’ or whether an individual is a ‘subcontractor’ or
an ‘independent contractor’, the following factors shall be
considered:

(A) the right to control the conduct of the work;

(B) the right of termination;

(C) the method of payment;

(D) the freedom to select and hire helpers;

(E) the furnishing of tools and equipment;

(F)  self-scheduling of working hours; and

(G) the freedom to offer services to other
entities.”
T.C.A. 8 50-6-102(11)

© Insurors of Tennessee. All Rights Reserved.
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: PC 1149 ALY | &

All construction services providers shall be
required to carry workers’ compensation
insurance.

© Insurors of Tennessee. All Rights Reserved.

: Definitions — |

Construction Services Provider — any person or entity
engaged in the construction industry

Engaged in the construction industry — NCCI
classifications

http://www.insurors.org/Content/NavigationMenu/PDF3/TN_Contracting_Codes.pdf

Sole proprietor — one person who owns a business
and who owns all assets of the business

Registry — CSP workers’ compensation exemption

registry maintained by SOS
http://tnbear.tn.gov/wc/

© Insurors of f Tennessee. All Rights Reserved.

2/4/2011



2/4/2011

: Definitions AT | &

Good standing with Revenue — SOS will verify that
the CSP is current on all fees and taxes due the state

Family-owned business — a business entity in which
members of the same family of the applicant own at
least ninety-five (95%) percent of the business

Members of the same family of the applicant —
parents, children, siblings, grandparents, grandchildren,
stepparents, stepchildren, stepsiblings, or spouses of
such, and includes adoptions

© Insurors of Tennessee. All Rights Reserved.

: Definitions — |

Commercial Construction project —

(A) any project larger than 4 family unit

residences or over three (3) stories high
ie: Condominium with 5 units, or 2 units with 4 stories

(B) construction of any project for public use
valued at over $750,000

(C) does not include projects performed by or
for public utilities
ie: electric, water, cable, telephone

© Insurors of f Tennessee. All Rights Reserved.
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So who can be exempt or what do they
do to become exempt?

Two code sections that must be referenced.

§50-6-902 and §50-6-903

© Insurors of Tennessee. All Rights Reserved.

Exemptions —

° §50-6-902 states:
A CSP shall be exempt from WC if the CSP:

1) Is a CSP listed on the Registry (limited by §50-6-903)

2) Is a CSP on the Registry, and one of first three (3) on
a commercial project

3) Is covered under WC policy maintained by the entity
for whom the CSP is working (ie: general contractor)

4) Is a sole proprietor or partner working for the owner

5) Is a sole proprietor or partner working on his own
property

© Insurors of f Tennessee. All Rights Reserved.
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: Exemptions I

° The following CSP’s are not automatically exempt:

1) ACSP listed on the Registry (limited by §50-6-903)

2) A CSP on the Registry, and one of first three (3) on a
commercial project

© Insurors of f Tennessee. All Rights Reserved.

e

Exemption is not automatic.

So how do they become exempt?

© Insurors of f Tennessee. All Rights Reserved.
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-. CSP exemptions &

The following CSP’s may request an exemption from
the requirement that such person be covered by
workers’ compensation:

Officer of a corporation; provided that no more than three
officers of one corporation shall be eligible for an
exemption

- I-6 no longer applies to construction. Current officers  with
exemptions must file before March 1, 2011 in order to remain
exempt.

- Must pick three — no more than 3 will be allowed to be
exempt under new law.

© Insurors of Tennessee. All Rights Reserved.

CSP exemptions — | &

" The following CSP’s may request an exemption from
the requirement that such person be covered by
workers’ compensation:

( Member of a limited liability company, if such
member owns at least 30 percent of the company;

( Partner in a limited partnership, limited liability
partnership or a general partnership if such partner owns
at least 30 percent of the partnership;

- no more than 3 eligible for exemption

© Insurors of Tennessee. All Rights Reserved.
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CSP exemptions  He|&

® The following CSP’s may request an exemption from the requirement
that such person be covered by workers’ compensation:

a A sole proprietor; or

a Up to three owners of family owned business
entities.

© Insurors of Tennessee. All Rights Reserved.

Fees — |

How much will it cost?
The exemption costs $100 and is good for two years

If you are not licensed by the Board for Licensing
Contractors, then you will pay an additional $100 to
register as a construction services provider, which is
also good for two years

Example:

Corporation, 3 officers file, they will each have to pay
the filing fee or fees, so if they are not licensed by the
Board, the total for three exemptions is $600.

© Insurors of Tennessee. All Rights Reserved.
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Workers' Compensation Exemption Registry

http://tnbear.tn.qov/wc/

Main Website Page:

| ¥t
\ ; Tennessee Department of State

Online Services e e W % Compensation £
Workers' Compensation Exemption
/‘t’ Registry Online

Business Services Searches

PArAAnon Eramption Ke;

g sy ard
Shout 3 Eximption Regstratien
tion Exemption Regstraton in

ting Workers' Compensation Exemption

Beouest & Cooy of my Obtan an afficial cogy of an dxiting Workers' Compentation
Gne Stop Busi R Exemption Begatrate Exemptio strabion, a5 was prowided at the tma the
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Workers' Compensation Exemption Registry

http://tnbear.tn.gov/wc/

Search Page:

Workers Compensation Exemption Registry Search

search for Warkers Comp it i . 1f an Begi Cantrel = i entered, tha ather
search values will ba ignored.

Registration Control : |

applicant Last Nama: @ starte with O Containe
Business Entity Name: @ starts with O Contains
Business Entity Control #: What's this? FEIN:

State License #:

Status: Achve

=
Filed or Amended Belween: i - And: Seaich

© Insurors of Tennessee. All Rights Reserved.
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Workers' Compensation Exemption Registry

Workers Compensation Exemption Registration

Who Can File Here Start Nowl
* Construction services providers who meet the busness ownershp * EEls an Exengtion Segstration {credt
requrements (se¢ compiete nstrucbons here) cand

BTt and M4 an Exempton Registrat
* Prnt ang wage gn Evemption Registraton
How You Can File Here

tign (sredit cded requined]) and pary fees
e ‘What You'll Need to Register
* Erot and M Bagistration that is prepared onkn
Informabion wil be cobected through the onkne todd, and then printed * Businss Untity Nam and Sacratacy of
on the comect fom to be maded to the Secretary of State with Srave Control Humbser
paymant. The cpbion asssts with the preparation of the documant, Busewss FEIN
but does not requre onlne payment. Busiwss Licarsa Informatien

4 [xeng
hudes conver

mclude a convensence fee of £5.50

© Insurors of Tennessee. All Rights Reserved.

Workers' Compensation Exemption Registry

Workers Compensation Exemption Registration
Have Questions?

* For assistance with your svemption renewal, or if you da not want to
Bubmt orfine, PHASA CONLACE BUSIRLS Sendces 3% (615] 7411285 or
nrkartosg Laampiatagnlne e g0y

# For sisstance with & Setifcate of good standeg with the Department
of Raverus, pladsa oLACE tha Dephrtmant of Ravanus 5t
815-741-5599.

" Fox o il e Compariao vl s, plasa

artmen

quirements

* Tha ful requirments can be scceised [uce.
* The rusms of the Busmess sntity (smplayer) you are quakfyng to s
the evemption with. 1f this business is a Corporation, Limited Liabdity
Company, Limited Partnershp, Limited Liabdty Partnershp of General
Partnershin you wil aiso need the Secratary of State Control Humber
for that business enbty
The business entity's Federal Employer [dentification Number (FEIN. If
e do not hanve an FIEIN, you must obt e
1F you e an active kearsia with the S1aT4 Board for Licansng
Contracton, you raed the beanis number and sxpiation dats.

* You reed your local busnss Scanse infermation [County o regured for
— all apphcants, City is requred if bcensing & requined i your City). This

includes the kcense numbar, ssue date and expration date.
# To e-file, you reed 3 credit or check cand [an addaional convanience

foe of $5.50 & charged for these onine paymant transacbons)
# You may choow to prnt and misl xoer regeitiabon
nch fan)

© Insurors of Tennessee. All Rights Reseryed##"*0or form mith i chack iro o
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Filing Methods

Applications may be filed using one of the following methods:

E-file: The application is completed by going to
http://TNBEAR.TN.gov/WC/ExemptionRegInstr.aspx

Print and Mail: The application is completed using an online tool by
going to http://TNBEAR.TN.gov/WC/ExemptionRegInstr.aspx

generated and mailed.

and is delivered in person.

Call: (615) 741-2286

© Insurors of Tennessee. All Rights Reserved.

print and mail with the required filing fee.

Paper submission: The application is hand printed in ink or computer

Walk-in: The application is hand printed in ink or computer generated

E-mail at: WorkersComp.ExemptionRegistry@tn.gov

WORKERS' COMPENSATION EXEMPTION REGISTRATION
APFLICATION FURM (m4523
ForOfs Liss Ony
L Buiness Servises Division
Tow Margett, Secratary of St
° Saute of Tem
102 B 1, P ik L
o ki, T 17
s e 2
Fillng Vs foe Undicn naad Comtractos 5200
Filing Fix T i omsaed Uistra o 5100
APPLICANT INFORMATION
Firs: M Lase
Tiste of Tiith: i Lasiddyitnof $5N. v ¥ v . x ¥
o T T e . T e e
Phoee 1§ ) il
Pheysical Addross: City: 5T Zip:
Mailing Adde City. ST Fip
GUALIFICATION (CHFCK ONF)
0 Appie: officer of d in the o indd
04 ' ity comparny (LLC] st
HP% of the company
0 Applicantia a pascr afa fi i (LLF), or gracal

O Applic:

engaged in the omssmsction indusiry md 0w o least 5% of the parmership.

Ucast 9% owrcralep of the busings,

Businca Entily Nae,
S05 Comtml #:
TATE

TUISINFSS PTITY

Federal FIN (IS}
ENEING CONTRACTOR:

CHECE ONE)

0 1 DO NOT have an wetives beenss immsd by the Stabs Boud for Licensing Contractrs,
0 1 b i Deonas mwcd by U Stat Bumd fon L Ussiraciues (cumpicts details bebow ).

© Insurors of Tennessee. All Rights Reserved.

Licens: #: Tip. Thate:
LOCAL BUSINESS LICENSE INFORMATION
oty i Tt
Liconms #- Fap Mt
CityTows: Issue Due
Liconus #- Fap Dt
ATTESTATION
Tt L amestshan | mees all i for the workess" i TCA
FS6H01 cham. | spplication is mibie peraatics of pesjiry
set ot in TCA § 3516 302
a i igh i law i1 arm irjurcd on 8
o = o b,
Appliced Signahre Dt
wamann o e

2/4/2011
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WORKERS' COMPENSAT PTION
APFLICATION FURM (m4523

Bunen Serviars Dhision
Tow Margett, Secratary of St

State of Ten mowsis
13 B . Pk, i P
i, T 17201
i) Tt 2

Filing Vo foe Uinlioxnsod Coatracior $300
Filing Fox Tou L onaed {ostractoa $108

REGISTRATION

For s Lise Oy

APPLICANT INFORMATION

Firs: M Lase
Dawoffink: 04 ¢ Lasiddyitnof $5N. v ¥ v . x ¥
o T T e . T e e
Phoee 1§ ' il
Pysical Addrac City: 5T Zip:
Mailing Adde City. 5T i
GUALIFICATION (CHFCK ONF)
0 Applic afficer of: d inthe jom indh
0 Applicant ity compuany (LLC) t loast
$iPs of the company
0 Applicantia a pasecr af s f ip (L), limited Hishili i (LLPY, or grocaal
engaged in the comwection indwiry et T 3050 of Termership.
0 Applic propi "
a sl of the Lasainan,

Businca Entily Nae,
S05 Comtml #:

/

TUISINFSS PTITY

Federal FIN (IS}

STATE BOARD FOR LICENEING CONTRACTORS INPORMATION (CHECK ONE)

© Insurors of Tennessee. All Rights Reserved.

BUSINESS ENTITY
Business Entity Name:
SOS Control # Federal EIN(IRS): __ _ -
BN e, spplication i miye pamaltics of pejury
set ot in TCA § 3516 302
| — by is igh iy law i1 am injurd on 8
Agpice St _ hac

Contact the IRS at:

How does someone get an FEIN?

http://www.irs.gov/businesses/small/index.html

© Insurors of Tennessee. All Rights Reserved.

or by phone at 1-800-829-4933

2/4/2011
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WORKERS' COMPENSATION EXEMPTION REGISTRATION
APFLICATION FURM (m4523

Bunen Serviars Dhision
Tow Margett, Secratary of State
Saat of Ton nosion

For s Lise Oy

License #

STATE BOARD FOR LICENSING CONTRACTORS INFORMATION (CHECK ONE)

1 DO NOT have an active license issued by the State Board for Licensing Contractors.

I have an active license issued by the State Board for Licensing Contractors (complete details below).

Exp. Date:

T Appicant ited liility compary (110 E - d it
HiPs of the company

1 Applicant i a pastcrafa limiscd ip (1P, Limmited Hiahil
g mthe mmein ity and awan ot st 30%4of e e
O Appie ;i "

(LLP o gracal b

prope
o st 557 ol o the busines.

BUSINESS INTITY
Businca Entily Nae,
S5 Contmd #: Federal FIN (IS}
STATE ENEING CONTRACTOR: CHECK. ONE)
0 1 EMO N bave an wetive bioense: immcd by the State Buud for Livensing Uoriractors,
0 1 b i Deonas mwcd by U Stat Bumd fon L Ussiraciues (cumpicts details bebow ).

Liccns: #: Ticp. Tt

LOCAL BUSINESS LICENSE INFORMATION

County:

LOCAL BUSINESS LICENSE INFORMATION

Issue Date:

License #

Exp. Date:

City/Town:

Issue Date:

License #:

Exp. Date:

WORKERS' COMPENSATION EXEMPTION REGISTRATION
AFFLICATION FURM (s4527)
For Offios Lise Oy
L Buane s Sereacs Dihvsion
- b Tl
e e
[T ——
Viag oo for L e coned Contracon $100
APPLICANT INFORMATION
Firs: M Last
Dsteaffink: 00 0 Laddgita ol 558, « v ¥ v .
P ‘__M:J___- - Frrwil:
ATTESTATION
By checking this box, | attest that | meet all the requirements for the workers’ compensation
exemption under TCA8 50-6-901 et seq. | understand that any false statement | make on the
application is subject to the penalties of perjury set out in TCA§ 39-16-702.
By checking this box, I understand that | waive my right to sue under workers’ compensation law if |
am injured on a job and have utilized the workers’ compensation exemption on that job.
Applicant Signature: Date:
T e
LOCAL BUSINESS LICENSE INFORMATION
Cousty: B Dt
Licenme #- Fap Dt
CityTown T D
Licenme #- Fap Dt
ATTESTATION
Tt | amestshat | mees all i for the workess" i TCA
FS06-001 ctang, | Ty e spplicasion is mibjo pemaltics of perjury
setow in TCA § 3916 202
a i i ik o law i1 am injurd on &
f——— by o bontms i et
Applicat Signansc Dt
© Insurors of Tennessee. All Rights Reservea.
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T &

Recap/Questions

© Insurors of f Tennessee. All Rights Reserved.

© Insurors of Tenn

9 Revocation of Exemption (&

Exemption may be revoked voluntarily or by
the Secretary of State.

Secretary of State may revoke for following:
v' If license suspended by contractor’s board
v If violate requirement to carry WC on
employees

v"If no longer meet requirements

essee. All Rights Reserved.

2/4/2011
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W Revocation of Exemption &

Once revoked, must:

v' Give notice to person for whom they are
working

v Sign attestation form regarding any
employment related injuries while exempt

v' Obtain workers’ compensation insurance

© Insurors of f Tennessee. All Rights Reserved.

Type of Project

| don’'t understand.

What is the difference between
commercial and non-commercial jobs?

© Insurors of f Tennessee. All Rights Reserved.

2/4/2011
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© Insurors of Tennessee. All Rights Reserved.

Definitions AT | &

Commercial Construction project —

(A) any project larger than 4 family unit
residences or over three (3) stories high

ie: Condominium with 5 units, or 2 units with 4 stories

(B) construction of any project for public use
valued at over $750,000

(C) does not include projects performed by or
for public utilities

ie: electric, water, cable, telephone

© Insurors of f Tennessee. All Rights Reserved.

Non-Commercial

On a non-commercial job site (as defined):

Any CSP who is on the exemption registry is exempt
from the requirements of Worker’s Compensation.

CSP still must provide WC insurance for employees
As long as CSP maintains the exemption on the

Registry, he will be exempt while on all non-
commercial jobs.

2/4/2011
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Commercial

Only 3 direct laborers can be exempt on a commercial
job site.

The priority for those 3 direct labor exemptions is on a
“first come, first served” basis.

Any additional CSPs listed on the Registry are required
to carry WC while on the commercial project.

Exception: Definition of “Direct Labor” excludes
classifications 5604/5606

© Insurors of Tennessee. All Rights Reserved.

d Non-Commercial Projects Only Exempt from WC
a ~
'@. g - Must Cover Employees
Bob the Builder Commercial Projects:

Sole Proprietor 4t or after contractor

Exempt CSP on job

l Filed

1-15
Covered
Not Exempt from WC | —> on GC
Must Cover Employees policy

Commercial Projects:
1 of first 3 contractors

on job
No
I-15
Exempt from WC

Must Cover Employees

Must purchase
Comp

© Insurors of Tennessee. All Rights Reserved.
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FAQ's I

If my CSP is a subcontractor, can he be
covered under the general contractor’s
policy?

Yes.

If the sub and the general agree to such, then
the sub can be covered under the general's

policy.

The general must file the I-15 form with the
Department of Labor.

© Insurors of Tennessee. All Rights Reserved.

FAQ's —|

Can my general contractor require everyone on
the job site to be covered by a policy?

Yes, regardless of whether the subcontractors have
valid exemptions, a General Contractor can still
require everyone to be covered by a policy.

© Insurors of f Tennessee. All Rights Reserved.

2/4/2011
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: FAQ'S A |

If CSP maintains a valid exemption and gets
hurt on a job site, what remedies do they
have?

If the CSP is not covered by a WC policy, then
the only remedy would be to seek recovery for
negligence in court.

The contractor's CGL policy may provide a
defense for such a claim.

© Insurors of f Tennessee. All Rights Reserved.

FAQ's — |

The exclusive remedy provisions of the WC
law do not apply to anyone exempt from WC,
nor do they apply to anyone contracting with
an exempt person.

There are no limits or caps on liability for
those who are exempt from WC.

WC provides for Limited Liability

© Insurors of f Tennessee. All Rights Reserved.
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Basis of Premium AT | &

For Construction Industry, as of 3/1/11.:

Executive Officer:
Minimum $9,880
Maximum $58,500

Partners, LLC Member, Sole Proprietors:
Minimum $9,950
Maximum $58,500

© Insurors of Tennessee. All Rights Reserved.

Changes for Commercial

Construction Policyholder

* Front End Requirements
* Premium Charges for Non-Exempt jobs

* Premium Audit Procedures

© Insurors of f Tennessee. All Rights Reserved.

2/4/2011
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Presentation Caveats AT |

» The following slides depict contractors who have a
valid exemption from the Secretary of State’s
office.

* “Gross Receipts” NCCI filing in process.
* Procedures are for Assigned Risk carriers

» Assigned Risk Policyholder Notice available at
TN.gov/commerce/insurance.

© Insurors of Tennessee. All Rights Reserved.

TWCIP - Front end requirements E'%

* A policyholder notice will be sent out to all construction
policyholders before March 1, 2011 explaining new
documentation requirements

» Policyholders with 3/1/11 or later effective dates who
contract on “commercial construction projects” (CCPs)
to any degree must provide rating information within 30
days of the effective date.

» In-force policies with 180 days or more left in the policy
term will be billed based upon 25% of their estimated
net profit/earnings or corporate payroll, if no information
is furnished.

© Insurors of f Tennessee. All Rights Reserved.
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TWCIP - Front end requirements

T &

* In-force policies with less than 180 days left in the
policy term will be adjusted on audit.

 All contractors with policies over 180 days left on their
policies and for new or renewal business 3/1/11 and
after will be required to complete a Policyholder
Verification Form which estimates premium based
upon the new rating rules.

* CCP front end premium adjustments of over $1,000
will be billed on monthly installments.

Tennessee ‘Workers Compensation Insurance Plan
SC/DAC Name, Address, and Contact Information
Insured Name & Address: Policy Number:
Tax D #
Aon Tracking
Policy Perod:  From: oo

0: Xixxhoocx
Dateof Mallng. xhoxhoock

VERIFICATION OF ESTIMATED CONTRACTOR REVENUE FORM
urpose of this form s o ensure that the appropriate amount of estimated annual premium is charged on your
above-referenced workers compensation insurance policy as a direct result of the Tennessee law changes that are found in
Tennessee Public Chapter Number 1149, This new law requires all construction services providers to be covered on a
workers compensation insurance policy.

wiever, if you are listed on the “Construction Services Provider Exemption Registry” (for individuals)
maintained by the Tennessee Secretary Of Stae (RIP/tnbear tn.govAel), and you have, therefore, received a General
Exemption, you may be *sempt” from the workers comparton aw under most Gipumsarces. n arer 0 receie 8
individuals), you m
T Ofteraf vt rovidd ht 0 e o e fficers of o corporation sl b ligble
for the General Exemption;
& Be a member of a Limited Liabilty Company (LLC); provided such member owns at least 30% of the
company;
% Be a partner in a limited partnership, limited liability partnership or a general partnership; provided such
partner owns t least 30% of the partnership:
4 Beasole proprietor or
B one of the three owners o a family-owned business eniity.
You will only be subject to paying premium for work performed on “Commercial Construction Projects”, as
define in 50201, A Commercal Constcion Project i defied a any project ta Involves the constueton erection,
ir, improvement,alernati the ollowing:
0 Any one (1) o four (4)
Ay buiing o e o s and chupancy oy e genelal publc that does not exceed $750,000 in total

o Ay profa with the business of wral gas, water, waste
el sorics, lphone sonics, lcommnicaons serice, ¢able saice o mrneL Svice o any

ombination thereof, or sale o consumers in a partcular area
Theretors, in ERINRic on g et ofprenim fx yourahoveaferread ply, s wil e
anticipated gross receipts will e (as a percentage), split between work on Commercial Construction Projects
and all other construction work during the above-referenced Policy Period. Please complete the information s requested

JOB TYPE ESTIMATED % of GROSS RECEIPTS
Commercial Construction Projects

Other Construction Work

%,
+
%,

TOTAL CONSTRUCTION WORK =

100%

e any sofe propreors parrers,oficers o LLC members i your company fsted on e Secrtryof St
Construcion Services Provider Exempion Registry? 1f yes, please
provide et name(s) and

(printed name) certify that | am authorized to sign this document and that the
annve information provided on this form s true and cortct.
(sig X (dated)

DUE DATE: XX/XXIXXXX

Failure to return this signed and completed form will result in significant premium charges. If any
additional premiums owed are over $1,000.00, monthly installments will be made available for this billing.

vy

© Insurors of Tennessee. All Rights Reserved.
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L]
e VERIFICATION OF ESTIMATED CONTRACTOR REVENUE FORM

The purpose of this form is to ensure that the appropriate amount of estimated annual premium is
charged on your above-referenced workers compensation insurance policy as a direct result of the Tennessee law
changes that are found in Tennessee Public Chapter Number 1149. This new law requires all construction
services providers to be covered on a workers compensation insurance policy.

However, if you are listed on the “Construction Services Provider Exemption Registry” (for
individuals) maintained by the Tennessee Secretary of State (http://tnbear.tn.gov/wc/), and you have, therefore,
received a General Exemption, you may be “exempt” from the workers compensation law under most
circumstances. In order to receive a General Exemption (for individuals), you must meet one of the following
conditions:

< Be an Officer of a corporation; provided that no more than three officers of one corporation shall be
eligible for the General Exemption;

< Be a member of a Limited Liability Company (LLC); provided such member owns at least 30% of the
company;

< Be a partner in a limited partnership, limited liability partnership or a general partnership; provided such
partner owns at least 30% of the partnership;

< Be a sole proprietor; or

< Be one of the three owners of a family-owned business entity.

You will only be subject to paying premium for work performed on “Commercial Construction
Projects”, as defined in 50-6-901. A Commercial Construction Project is defined as any project that involves the
construction, erection, remodeling, repair, improvement, alternation or demolition of any structure EXCEPT the
following:
< Any one (1) to four (4) family residence that does not exceed three (3) stories in height;
< Any building or structure for use and occupancy by the general public that does not exceed $750,000 in
total cost;
|——————— < Any project directly associated with the business of producing/providing electricity, natural gas, water,
waste water services, telephone service, telecommunications service, cable service or internet service or any
combination thereof, for sale to consumers in a particular area.
© Insurors of Tennessee. All Rights Reserved.

° VERIFICATION OF ESTIMATED CONTRACTOR REVENUE FORM

Therefore, in order to provide an accurate estimate of premium for your above-referenced policy, we will
need to know what your anticipated gross receipts will be (as a percentage), split between work on Commercial
Construction Projects and all other construction work during the above-referenced Policy Period. Please complete
the information as requested below:

JOB TYPE ESTIMATED % of GROSS RECEIPTS
Commercial Construction Projects %
+
Other Construction Work %
TOTAL CONSTRUCTION WORK = 100%

Are any sole proprietors, partners, officers or LLC members in your company listed on the Secretary of State’s
Construction Services Provider Exemption Registry? Yes No If yes, please provide
their name(s) and registration number(s) .

1, (printed name) certify that | am authorized to sign this document and that the
above information provided on this form is true and correct.
X (signed) X (dated)

DUE DATE: XX/XX/XXXX
Failure to return this signed and completed form will result in significant premium
charges. If any additional premiums owed are over $1,000.00, monthly installments will be made
available for this billing.

© Insurors of Tennessee. All Rights Reserved.
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. Premium Charges T &

* Premium charges are based on the proportion of total
gross receipts attributable to CCPs.

* The policyholder is required to verify that the remaining
“gross receipts” are related to “non-commercial”
construction work.

» Verification required will be in the form of copies of:

— contracts

— building permits

— general ledger information for all non CCP work
— invoices

© Insurors of Tennessee. All Rights Reserved.

Premium Charges e

Net profit/earnings, or corporate payroll will be
adjusted based upon the proportion of gross receipts
attributable to non-exempt (i.e. not one of the three
allowed) CCPs.

Minimum “payroll” for commercial construction
service providers is:

* $9,950 for sole proprietors/partners

* $9,880 for executive officers of corporations

© Insurors of Tennessee. All Rights Reserved.
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Record keeping requirements under PC
1149 are stringent!

Business as usual for many folks won’t cut it.

It's up to contractors to validate their non-
commercial exposure.

Avoid premium disputes by keeping good
records.

© Insurors of Tennessee. All Rights Reserved.

Audit Procedures — |

» Commercial “Construction Services Providers” (even

if only a negligible amount of exposure) will be
required to submit a list of all jobs broken down
between CCP work and non-commercial work.

The listing will include the name of the general
contractor, general's phone number, and gross
receipts for each job.

Copies of permits or contract, invoices and general
ledger information will be required for all contractors
to document their exposure.

© Insurors of f Tennessee. All Rights Reserved.
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Audit Procedures ALY | &

* All commercial jobs will require exemption letters
from the general contractor on their letterhead, if
applicable or be appropriately classified 5604 or 5606
“non-direct laborers”.

* If documentation is non-existent or poor, the premium
audit may be returned as “non-responsive” thus
effecting assigned risk plan eligibility.

 No installments will be offered for audit additional
premiums.

© Insurors of Tennessee. All Rights Reserved.

Add the following to Rule 2-E-1-b:

(6) For the construction industry, payroll will be adjusted based on the proportion of
the gross receipts attributable to nonexempt commercial construction projects as
defined in the Tennessee Code. The allocation of chargeable payroll between
nonexempt commercial construction projects and all other construction projects will
be determined as follows:

Gross receipts* for all nonexempt commercial
construction projects

x Payroll = Chargeable payroll
Total gross receipts* for all projects

* The gross amounts received by the policyholder during the policy period in
connection with the business of construction.

Minimum payroll for executive officers in the construction industry as shown on the
Miscellaneous Values in the state rate pages is to be modified by the gross receipts
for all nonexempt commercial construction projects to total gross receipts for all
projects ratio.
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Voluntary Market Filing | e

The IRS tax forms reviewed for premium determination for partners
and sole proprietors will be the most current available.

Tax forms more than two years from the effective date will not be
accepted for premium determination.

If IRS tax forms within two years of the effective date are not provided,
premium determination for each partner and sole proprietor will be
based on the maximum payroll amount as shown on the
Miscellaneous Values in the state rate pages used for partners and
sole proprietors in the construction industry.

© Insurors of Tennessee. All Rights Reserved.

Full Term Rating Example:

Sole Proprietor

$45,000 Schedule C

Gross Receipts: $100,000
Verifiable Non-CCP receipts: 50,000
Less Exempt CCP: 4,500
Chargeable receipts 45,500

CCP Portion of gross receipts: 45,500/100,000
$45,000 X .455 = $20,475

$15 Rate X $20,475/100 = $3,071

No IRS Tax form: $15.00 X 58,500/100 = $8,775

2/4/2011
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Enforcement/Penalties |

The Department of Labor is the enforcement arm of the
law.

Current Penalties/ Enforcement

Public Chapter 1149 provides for increased penalties for
violations

© Insurors of Tennessee. All Rights Reserved.

What is the role of the agent?
Advise

Recommend good recordkeeping practices
Recommend necessary coverages

- CGL

- Umbrella

- Workers’ Compensation
Avoid acting on behalf of insureds
Document, document, document

Remember: the exemption is OPTIONAL

Increased litigation
- Never seen CGL claim for work injury because of the exclusive
remedy protection of the WC Act
- Negligence standard higher
- # of Defendants will be greater
- $3$ recovery greater, pain & suffering, loss of consortium, etc.

© Insurors of Tennessee. All Rights Reserved.
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Contact information — -===E|&

Insurors of Tennessee

Chuck Bidek Ashley Arnold
CEO General Counsel
cbidek@insurors.org aarnold@insurors.org
Dept. of Commerce and Ins. Dept. of Labor and Workforce Dev.
Mike Shinnick Landon Lackey
Workers’ Compensation Manager Attorney
m.r.shinnick@tn.gov Landon.Lackey@tn.gov

Secretary of State

Nathan Burton Rob lkard
Dir. Business Services Division Asst. Dir. Business Services Division
nathan.burton@tn.gov Rob.lkard@tn.gov
Mona Hart

General Counsel
mona.hart@tn.gov
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