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Part I:  Measure Information

	Bill Request #:
	1385


	Bill #:
	HB 326 HCS


	Bill Subject/Title:
	Firefighters


	Sponsor:
	Rep. Nelson


	Unit of Government:
	X
	City
	X
	County
	X
	Urban-County

	
	 
	Charter County
	X
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	Full-time paid firefighters and their local government employers


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 326 creates a new section of KRS Chapter 95.  The bill declares cancer, resulting in either temporary or permanent disability or death, to be an occupational disease as defined in KRS 342.0011.  As such, it is compensable for individuals who have been employed for five years or more in the state as full-time paid firefighters, as defined in KRS 75.400.  In addition to the length of employment requirement, it must also be demonstrated that the firefighter was exposed to a known carcinogen during employment, in order for the occupational disease to be compensable.  Compensation must include full reimbursement for related medical expenses, in accordance with the schedule of fees and charges established pursuant to KRS Chapter 342.  If the insurer has contracted with a managed care organization or with providers of health care pursuant to KRS Chapter 342, then the amount that is allowed for services under that contract are used to determine compensation.  As provided in KRS Chapter 342, compensation for disability or death must also be provided.  The measure addresses a diagnosis of cancer during or after employment.  The bill contains a rebuttable presumption that applies to disabling cancer diagnosed after the termination of the person’s employment.  A specific timeframe for post-employment diagnosis is included.  
HB 326 HCS retains the original provisions of the bill except that it changes “Hodgkin’s” to “non-Hodgkin’s;” adds that the rebuttable presumption only applies to an employee who, does not currently and did not in the five years immediately preceding a diagnosis of cancer, use tobacco products; and clarifies that the bill does not create an irrebuttable presumption.
Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The fiscal impact of HB 326 HCS on local governments is anticipated to be an indeterminable increase in expenditures.  The degree of impact varies with the number of firefighters employed, as described in the bill.  Under HB 326 HCS, the degree of impact may also vary with the use of tobacco products among firefighters, according to the provisions of the bill.  Counties will be less impacted than cities, due to the higher number of full-time paid firefighters employed by cities.  As a point of information, the Kentucky Fire Commission notes that there are 4,251 full-time paid firefighters, as defined in KRS 75.400.  

The Kentucky Professional Firefighters Association, Kentucky Fire Commission, and the Kentucky Association of Fire Chiefs indicate the bill will have a minimal fiscal impact on local governments.  Based on analysis done by the International Association of Fire Fighters as conveyed in a letter
 sent to the Kentucky Professional Firefighters Association, they think the cost will be minimal. The analysis looked at claims in other states with legislation similar to what is proposed in HB 326, as introduced.  Assuming Kentucky has a rate not exceeding the average cancer-related disabilities in the other states reviewed, it is anticipated that 1.5 career firefighters per year would have cancer claims.  The Kentucky Professional Firefighters Association indicates that the language in HB 326 HCS will lessen the impact that they already see as minimal.

The Kentucky Professional Firefighters Association also indicates there will be minimal impact due to the National Council on Compensation Insurance’s (NCCI) analysis
 of SB 117, which is a companion bill to HB 326, as introduced.  NCCI estimates that SB 117 could potentially result in a 2.5% to 12.5% increase in workers’ compensation costs for the paid firefighter classification code in Kentucky, due to an increase in compensable claims for full-time paid firefighters.  However, they note that the impact on overall workers’ compensation system costs is expected to be negligible because the premium for paid firefighters represents less than 0.3% of total premiums in the state.  The estimate does not look at self-insured employers in the state since they do not report workers compensation data to NCCI, but similar impacts are anticipated for firefighters who work for self-insured employers.  NCCI performed an actuarial analysis and determined an expected increase in the number of firefighter claims ranging from 2.5% to 5.0%.  Comparing the average cost of cancer claims to the average cost of all claims for the firefighter class code, NCCI estimates that the average cost of cancer claims for paid firefighters could be up to 150% more than the average claim for firefighters. NCCI shows that paid firefighter experience is estimated to comprise approximately less than 0.3% of Kentucky workers’ compensation system costs.  NCCI indicates that the increase on overall Kentucky workers’ compensation system costs is expected to be negligible.  They note that governmental entities that employ firefighters will be impacted by the bill. Based on the various analyses completed, the Kentucky Professional Firefighters Association, Kentucky Fire Commission, and Kentucky Association of Fire Chiefs think there will be a minimal increase to insurance premiums.  Furthermore, they noted that there are preventive measures in place related to firefighters’ healthcare.  With those in place, these groups indicate the overall costs, including those to the local governments, could be less since any potential cancer would be caught earlier.  
The Kentucky Association of Counties notes that the measure will increase the number of workers’ compensation claims, which will result in increased expenditures by local governments for workers’ compensation insurance premiums.  The association stated that county governments will not be impacted to the extent that city governments will because there are not as many full-time paid firefighters employed by county governments as there are by city governments.  There would be fire chiefs, and possibly some others who are full-time paid firefighters, who would fall under the provisions of the bill and would be employed by county governments, thereby increasing their expenditures on insurance premiums.
The Kentucky League of Cities (KLC) indicates this bill will have a significant fiscal impact on cities.  KLC estimates there are 2,603 full-time firefighters employed by cities.  Since the bill would classify cancer as an occupational disease for firefighters, this would increase the number of workers’ compensation claims.  In turn, cities’ expenditures for insurance premiums would increase in order to provide this insurance coverage.  KLC looked at both the medical costs and salary replacement components of workers’ compensation when estimating the impact.  The organization made a number of assumptions in creating its model.  Those assumptions were as follows:  
1) Employees will receive total disability;

2) Salaries will increase by an average of 2.5 percent each year;

3) Medical costs will increase an average of 6-10 percent each year;

4) Firefighters do not develop cancer at a rate that varies from the national rate;

5) The number of active full-time positions will not change; and

6) All costs associated with the benefits paid (medical costs and salary replacement) will


be passed through to cities via increases to insurance premiums.

KLC calculated the medical costs based on the total costs for treating cancer in the United States in 2010, according to the National Cancer Institute.  A per capita cost was then determined, based on the 2010 US population.  Using the estimated 2,603 full-time firefighters employed by cities, KLC estimated that medical costs would have totaled approximately $1.05 million in 2010.  For salary replacement, KLC calculated the average annual salary for full-time firefighters to be $43,250 in FY 2012.  This is based on KLC’s Wage and Salary Survey data.  Since total disability would pay two-thirds of the salary, this would result in a salary replacement of $28,833.  Based on one of the assumptions that firefighters develop cancer at the same rate as the rest of the population and using impact data from the American Cancer Society, and then 4 percent of the cities’ full-time firefighters, or 104 employees, would be impacted.  This would result in a salary cost of $3 million in 2012.

Using the methodology outlined above, KLC originally estimated the fiscal impact to be from $125 million to $160 million over the next 20 years.  Under HB 326 HCS, KLC anticipates the fiscal impact to be $104 million to $132 million over 20 years, which is expressed in terms of what it would cost in payouts from workers’ compensation funds.  As a result, insurance premiums are expected to increase in order to cover, if not exceed, the direct costs to the insurance fund.  KLC anticipates this increase in insurance premiums to be a significant cost to cities.
KLC arrived at its lower estimation by taking the original one and reducing it by the estimated proportion of smokers serving as firefighters.  KLC estimates that the current rate of smoking among firefighters is 16.3%.  They base their estimate on a 2003 survey done by a graduate student at the University of Kentucky College of Nursing.  The study evaluated a number of health issues related to firefighters, only one of which was related to tobacco use.  The survey was sent to 1,419 full-time firefighters, and 595 were returned.  KLC also looked at the statewide smoking rate for that time period.  Looking at the 2010 statewide smoking rate reported by the Centers for Disease Control, which had decreased from the earlier statewide rate that KLC looked at, KLC estimated a 2010 rate of smoking among firefighters, assuming they quit smoking at the same rate as the rest of the adult population.
Kentucky Employers’ Mutual Insurance where contacted but noted that they are not involved with local governments in the manner described in the bill.
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