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SUBJECT/TITLE
Workers' compensation revisions

SPONSOR
Representative J. R. Gray

MANDATE SUMMARY

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

Program/

Office(s) Impacted:
 Workers' compensation programs

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 275 modifies some of the language in the state workers' compensation statutes.

Section 1:  This section of the bill defines "injury" to include psychological or stress-related trauma.  The measure deletes language excluding the natural aging process.  It redefines "temporary total disability" and deletes some language in the definition of "permanent total disability."

Section 2:  This part of the bill would require an employer's injury report to include a certification that the injured employee has been notified of his or her rights under the statutes.

Section 3:  This section sets the period for reopening as beyond the termination date of the compensable permanent partial disability period.

Section 4:  Under this section is permission to file a claim for cumulative trauma (generally carpal tunnel) two years after the last injurious exposure.

Section 5:  This would allow affected employees to collect fine moneys from insurance carriers found guilty of unfair claims settlement practices.

Section 6:  This section prohibits an employer exemption from liability in cases where the injury or death is proximately caused by the intentional failure of the employer to comply with safety laws.

Section 7:  A section dealing with permanent partial disability.  The bill in this section would lower the threshold from 50 percent to 25 percent for the 425 week payout and for 25 percent and above, the payout period would be 520 weeks.  This section also changes some of the workers' comp-Social Security offsets.

Section 8:  This section creates a new part of the statutes to require the offset of temporary total disability benefits by earnings when an injured employee returns to work, but is restricted in his or her ability or is assigned to light duty.

Section 9:  This section establishes a pilot program for a high-wage premium credit against workers' comp premiums.  It would generally be applicable to employers engaged in the construction industry.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 275 on cities, counties and urban-county governments is indeterminable, although it will affect the local governments as employers in general because benefits are enhanced in some areas of the workers' compensation program.  Absent actuarial analyses of the impact on cities, counties and urban-county governments, it is difficult to say to what extent local government employers would be affected if benefits are enhanced. 

Most Kentucky employers are subject to the Workers' Compensation Act and must carry workers' compensation insurance or become self-insured, even if they have only one part-time employee.  As employers, local governments self-insure, obtain their insurance coverage through the Kentucky League of Cities (KLC), Kentucky Association of Counties (KACo), or purchase their insurance through private companies. Some entities insure through the Kentucky Employers Mutual Insurance Co. (KEMI).

Executive branch officials indicate the annual cost borne by the state's employers for securing workers' compensation liability and paying related administrative costs was about $780 million in FY 2000, a figure down from $1.1 billion in FY1996 before workers' comp reform.  What percentage of the total that local governments bear is not readily available, but it assumed to be low.  In 1997, local government employment accounted for 7 percent of total full- and part-time employment in Kentucky, and about 48 percent of total government employment in the state, according to the U.S. Department of Commerce.  According to the Kentucky Department of Workers Claims, public administration first reports of injury made up only 4 percent of the total first reports of injury filed in 1999.

Should provisions in this bill indeed increase workers' compensation costs overall, percentages of increase system-wide probably could be applied to cities and counties in a broad sense.  One local government association official observed that provisions in Section 1 of the bill SYMBOL 190 \f "Symbol" broadening the definition of injury and exclusion of language about natural aging SYMBOL 190 \f "Symbol" would escalate the cost of workers' comp coverage.  Further, provisions in Section 3 would cause benefit payouts to go up and generate an escalation in premiums for counties, according to the official.  The permanent partial disability changes also would increase benefits, therefore increase the cost to counties, the official observed.  Another official suggested that changing the injury definition alone to include stress may drive up costs for certain employees, such as police officers and firefighters.  KLC insures 386 public entities in the state, including cities, counties and special districts.  KACo insures 456 entities, including 91 fiscal courts.

KLC and KACo officials have indicated that any increased workers' compensation costs borne by insurers will be passed down to premium payers. Actuaries base projections on such factors as losses by class, medical inflation costs, the duration of claims, and on provisions in the current law. As the law changes, rates change. The officials said earlier that changes in 1996 resulted in savings for their groups.
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