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Part I:  Measure Information

	Bill Request #:
	1257


	Bill #:
	HB 270


	Bill Subject/Title:
	Workers' compensation subrogation


	Sponsor:
	Rep. Jeff Greer


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

	
	 
	Charter County
	X
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted
	Local governments and their agencies


	Requirement:
	 
	Mandatory
	X
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties
	X
	Modifies Existing
	 
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 270 amends KRS 342.700.  As KRS 342.700 currently exists, it states that if compensation is awarded under this chapter, the employer, its insurance company, or others who have paid compensation or become liable for it,  may recover costs, not to exceed the indemnity (paid and payable to the injured employee), less the employee’s legal fees and expense.  The bill adds medical benefits to what an employer or their insurance carrier can recover from a third party when workers’ compensation benefits have been paid out by the employer’s insurance on behalf of the employee who was injured by a third party.  The proposed measure also strikes the language related to the employee’s legal fees and expense.

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The net fiscal impact of HB 270 on local governments is expected to be a minimal to significant savings.  At the minimal end of the range, local governments may see a reduction in workers’ compensation costs that may be met with increased costs in other areas, thereby resulting in a minimal net impact.  At the significant end of the range, local governments may see a considerable reduction in workers’ compensation costs as the only impact.
The Kentucky League of Cities (KLC) believes that any change to workers’ compensation costs, as a result of this bill, will likely be offset by changes to other costs.  KLC believes the changes contained in the measure would likely reduce workers’ compensation costs.  However, the organization notes that property and liability costs might increase.  Overall, they anticipate the fiscal impact to be minimal.  

Kentucky Employers’ Mutual Insurance (KEMI) thinks the measure could potentially result in a cost savings for local governments and their agencies.  KEMI provided the example of a city employee getting hurt on the job as a result of a third party and through no fault of the employer.  The employer would still be paying out workers’ compensation benefits through its insurance company.  If the employer’s insurance company was able to recoup from the third party the full amount it paid in workers’ compensation benefits, the city’s insurance premium would not likely increase since past losses are used to calculate insurance premiums.  KEMI believes there are two Kentucky Supreme Court decisions that currently make it unlikely that a local government’s insurance company would be able to recoup medical benefits, absent the proposed legislation.  For informational purposes, those cases are summarized here.  In the 2002 case of AIK Selective Self Insurance Fund v. Bush, et al. 74 S.W.3d 251, the court found that the insurer could recover a portion (25 percent) of the compensation paid for disability benefits for lost wages and medical benefits, less the employee’s legal fees and expenses not otherwise covered by another party in the case.  The insurer was also entitled to a credit for 25 percent of any future medical expenses it pays, with certain conditions in place.  In the 2006 ruling of AIK Selective Self-Insurance Fund v. Minton 192 S.W.3d 415, the court affirmed the decision of the Court of Appeals that the insurance company was entitled to no subrogation recovery since the legal fees and expenses exceeded the total amount of benefits paid by the insurance company. 
The Kentucky Association of Counties (KACo) believes HB 270 will have a significant impact on local governments by decreasing their expenditures for insurance premiums.  The association believes that as much as a 10 percent decrease in expenditures could be realized.  KACo stated that 65 percent of any claim is currently tied to medical expenses.  A loss results when the insurer cannot recoup medical costs.  In turn, higher losses translate into higher premiums.  
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