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Chairman Barrar, Chairman Sainato, Representative Farry and members of the 
Committee, thank you for holding today's hearing and for inviting the municipal 
workers' compensation trusts to participate. I am Robert Anspach, Director of 
Insurance Services for the PennPRIME Workers' Compensation Trust (PennPRIME). 
PennPRIME is a service program of the Pennsylvania Municipal League. 

I would like to preface my testimony by noting that I have had the honor of serving as 
the Mayor of the City of Lebanon, Pennsylvania; as a Trustee of the PennPRIME 
Workers' Compensation Trust; and now, as the Insurance Services Director. I have 
experienced the issues faced in the workers' compensation realm through various 
lenses and hope to give you some insight into how Act 46 is impacting both the 
municipalities and the insurance trusts. 

The Trust was founded in 1993 when Pennsylvania municipalities teamed that finding 
reasonably priced workers' compensation coverage was difficult. Municipalities were 
not considered a good risk. Municipal leagues across the United States, including 
Pennsylvania, formed risk pools to meet the insurance requirements of municipalities. 
PennPRIME is a shared risk pool; that is, the members come together and share the 
insurance risk, and make contributions to the pool. It must be pointed out that the 
ultimate insurance rate payers for our Members are the Pennsylvania taxpayers. When 
looking at the rate setting, actuarial work, or setting reserves to pay claims, 
PennPRIME operates like most insurance entities. The comparison is completely 
different when looking at the pool's excess surplus which the private industry calls 
profits. Our excess surplus is returned to the members in the form of credits which 
they use to lower their contributions that they make to the Trust. Penn PRIME provides 
municipalities across the Commonwealth with liability and workers' compensation 
coverage. The Trust provides workers' compensation coverage to all classes of 
municipal employees, including volunteer firefighters until January 1, 2013. Although 
the volunteer fire class was costly, that is their losses were greater than the premium 
paid, the Trust continued to provide coverage until the advent of Act 46 of 2011. 

Since July 2011 when Act 46 was signed into law, the insurance community has 
worked to estimate the impact of the law. We were informed soon before Act 46 was 
passed that claims would be few and that the claims would be cancers specifically 
linked to firefighters. This has been disproven by an explosion of claims starting in the 
City of Philadelphia which went from zero cancer claims prior to the enactment of Act 
46 to 38 claims- 24 of which are prostate cancer claims. Our Trust went from zero 
claims to six claims. We also are receiving reports of many volunteer firefighter cancer 
claims soon to be filed. 

The result of our costing study was disconcerting for insurance providers in many 
ways. The Pennsylvania law is very broad and does not exclude any cancer from its 
provisions. One of our first claims was for a retired career firefighter with prostate 
cancer. Unfortunately, as we know, a male of 65 has a strong probability of getting 
prostate cancer whether they are a firefighter or not. The National Cancer Institute 
states that 16.15% of men born today will be diagnosed with prostate cancer during 





their lifetime, 8.54% of men will develop prostate cancer between their soth and 70th 
birthdays. While we have a limited ability to refute the claims, we expect the costs to 
be significant as it is all but impossible to defend certain cancer claims such as 
prostate when medical science does not know the cause of prostate cancer. The 
current Act 46 presumption law first presumes the prostate cancer to be work-related 
and then the all but impossible burden shifts to municipalities to prove a non-firefighter 
related cause when medical science does not know the cause of prostate cancer. We 
also witnessed a concerted effort by law firms to recruit plaintiffs through the active 
solicitation of volunteer firefighters and cooperation through various locals of the career 
firefighter union and the State Fire Commissioners website. We are also concerned 
that the State Fire Commissioner's website has a joint initiative listed directing active or 
retirees, career and volunteer firefighters to call a plaintiff's union law firm for 
assistance in filing cancer claims and suing municipalities. While the Cancer 
Presumption issues were coming to the forefront, we were already dealing with 
significant losses in the volunteer fire class. As stated earlier, because of significant 
injuries and ailments, the volunteer fire class was costing the trust in excess of $2.00 
for every dollar in contribution. 

When HB 797 was passed, there was no real understanding of the financial impact of 
the act by either the insurance community or the legislature. The Fiscal Note for HB 
797 stated: 

"This legislation would have a fiscal impact to municipalities located in 
the Commonwealth. Municipalities paying for workers' compensation 
coverage for professional or volunteer firefighters would realize higher 
workers' compensation payments or higher premiums as a result of this 
legislation. Currently, there is no data available that would allow for a 
reasonable projection of those costs. 

This legislation would have no adverse impact on the General Fund. This 
legislation would have no adverse impact on the Workers' Compensation 
Administration Fund." 

There was a belief espoused within state government that the impact of this law would 
be minimal on municipalities. We have found the minimal impact theory to be greatly 
underestimated as PennPRIME Workers' Compensation Trust has already received six 
claims (three volunteer and three career firefighters), the Susquehanna Trust has one 
claim, and the MRM Trust has three claims (one career and two volunteer). The City of 
Philadelphia currently has 38 claims. We had zero claims and Philadelphia had zero 
claims prior to the passage of Act 46. 

In determining PennPRIME's exposure, the actuaries had to develop a model that 
would provide the estimates for exposures and losses, so we could determine the risk 
and impact on the trust. While cancer incident rates are available, there was, and is, 
real concern as to how many volunteer firefighters are covered by this law. There is no 
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database in Pennsylvania that tracks the number of firefighters and the demographics 
they represent. This information is critical in determining potential costs. Another 
issue of concern is the 600 weeks that a claimant has to make a claim. While all other 
workers' compensation claims have 300 weeks to make a claim, the cancer 
presumption has doubled that length. The law also provides retroactive coverage for 
claims that essentially were not being filed prior to the enactment of the law because 
they could not be medically proven. So, why the great concern? Every insurance 
entity has a reserve that is based on past experience and actuarial estimates of future 
costs for claims that will be discovered and reported later. Premiums are collected 
with an understanding that, based on the history of the trust or company, losses will be 
paid out generally within a range of expected outcomes. The increase of the reporting 
time from 300 to 600 weeks means there were 300 weeks for which no cancer claims 
were anticipated and, therefore, no premium was collected. Also, prior to the new law, 
claims were not being filed because, again, without a presumption - medical proof was 
required. No reserve, therefore, was set aside for these Act 46 claims. The modeling 
we were seeing did not bode well for keeping losses at a level that were manageable. 

In addition to projecting potential claims, PennPRIME also evaluated the costs of 
refuting, as well as, paying future claims. As I am sure you know, the medical costs 
vary greatly from $60,000 to many hundreds of thousands of dollars. Added to the 
medical costs are costs to defend the claim, lost wages and, potentially, death benefits 
and survivor benefits which can run a claim to more than $1 million. The City of 
Philadelphia currently has 24 prostate cancer claims. The average cost of prostate 
surgery is $50,000 and average cost of prostate radiation is $100,000. The City has 
one death claim where the Blue Cross medical bill subrogation claim is $1.5 million. 
This one claim is worth more than $2 million when medical prescription and death 
benefits are totaled. This again is the cost on one claim that prior to the new law would 
not have been filed. The analysis of the numbers of claims, recruitment of claimants by 
law firms, and the potential costs of claims resulted in a situation wherein PennPRIME 
could not risk the financial health of the Trust. 

PennPRIME recognized that with the unfunded claims, size of the claims, potential for 
significant legal costs, and potential subrogation of claims, we had to move away from 
the volunteer fire coverage for the sake of the Trust, our municipal members and the 
Pennsylvania taxpayers who ultimately fund our Trust through their taxes. 

Another important consideration for us was the impact of a cancer claim on a 
municipality's premium contribution as a whole. There are numerous classes of 
employees in municipal government and some have a higher rate of workplace 
accident than others. PennPRIME, as well as other insurers, uses a rating system for a 
member which reflects their losses. When one class has a bad experience, it affects 
the rating of the entire account. A member can have very low losses and, as a result, 
have favorable rates. A municipality that has no losses in the other classes of 
employees, except a major cancer claim, will have this loss multiplier applied to its 
entire premium. Our separation from volunteer fire will segregate that potential large 
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cancer claim from the member's overall rating while still providing coverage to the 
volunteer firefighters. 

The reaction by PennPRIME was not a "knee jerk" reaction to the law. For almost a 
year, PennPRIME, its attorneys, and consultants looked at what was developing as a 
result of this law. The number of claims, active recruitment of clients by plaintiffs' 
attorneys, especially the plaintiff's union firm that has its number displayed on the 
State Fire Commissioner's website, potential for subrogation of claims, and the 
unknown number of individuals being insured led us to the decision that the extremely 
expensive volunteer firefighter risk had to be segregated from the Trust. An additional 
concern for PennPRIME was the estimation that costs would be higher for our 
members through the State Workers' Insurance Fund (SWIF). The staff decision was to 
determine if movement of the risk to SWIF was an option. After meetings and 
discussions with Labor and Industry (L&I) and SWIF, it was determined that it was 
possible. The information gleaned though the analysis was presented to the 
PennPRIME Board of Trustees in June 2012. The Board, which is comprised of both 
elected and appointed municipal officials whose municipalities are trust members, 
responsibly, albeit reluctantly, authorized the process of moving the Volunteer Fire risk 
to SWIF. I must note that the board undertook this decision with much concern and 
while the financial implications were understood, they charged the staff with providing 
as much assistance as possible to the members. PennPRIME, in conjunction with our 
third party administrator for underwriting, Insurance Buyers Council, Inc. (IBC) worked 
with L&l, SWIF, and the Pennsylvania Compensation Rating Bureau (PCRB) to clarify 
the process through which the insurance coverage for volunteer fire companies could 
be obtained separately through SWIF. 

On August 6, 2012, PennPRIME provided information to the membership regarding the 
change which was relayed via email to members, as well as, their insurance agents (a 
copy of the information provided is attached as Enclosure 1). PennPRIME and IBC 
worked with L&l, SWIF, PCRB, and representatives of the Governor's Policy Office to 
further develop a process that would make the transition as easy and economical as 
possible. I must note that L&l, SWIF, and PCRB have worked very hard to make this 
process much easier and addressed many issues as they arose. We asked those 
members who were represented by insurance agencies to work through their agents to 
file a SWIF application. We provided assistance to those members who were not 
represented by insurance agents through contracting with Porter & Curtis, LLC who is 
the broker for PennPRIME. PennPRIME elected to bear the costs of the broker fee and 
not pass it to the member. We also undertook numerous updates to members and 
members' agents, explaining what was developing, and how to address various issues. 
We provided three webinars for members, their agents, and, through our members, 
invited volunteer fire companies to attend. The webinars were provided during the day 
and in the evening to ensure those who wanted to attend, could attend. We continue 
to answer questions from members' agents who have questions about the process. 

We must note that coverage was successfully transferred to SWIF and not one 
volunteer firefighter lost coverage. 
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As the transition moved forward, we heard from our members that they understood 
why we were making the change but that they were disappointed because of the cost 
that would fall back on the municipality. I have to note that regardless of moving to 
SWIF or staying in pools, the costs will increase significantly. We heard anecdotal 
accounts of insurers willing to take the volunteer fire risk, but when they were 
contacted by some of our members, that coverage was not available. The change has 
caused some issues with municipalities as the SWIF application requires a down 
payment of 25-percent of the estimated premium. None of the municipalities budgeted 
for this payment and it has caused some consternation. 

While we separated the volunteer fire, we could not separate the career fire since they 
are municipal employees. We expect those communities with career fire will see 
increases of at least 40-percent in their rates. Those with cancer claims or significant 
losses will see higher increases. We have also been approached by municipalities with 
career fire who have not been renewed by their carriers because of the cancer 
presumption issue. PennPRIME is reviewing their situations to see if we can be of 
assistance to them. 

We learned that other municipal insurance trusts had independently come to the same 
cancer presumption risk conclusions at which PennPRIME had arrived. I should note 
that there are five principal, municipal insurance trusts that serve Pennsylvania 
municipalities. They are the Delaware Valley Workers' Compensation Trust (DVWCT), 
the Keystone Municipal Insurance Trust (Keystone), the Municipal Risk Management 
Workers' Compensation Pooled Trust (MRM), the Susquehanna Municipal Trust, and 
PennPRIME. We are competitors, sometimes friendly and sometimes not, but the 
situation created by Act 46 and our joint responsibility of providing the best possible 
service to our members caused us to come together and see what ideas could be 
brought to the table that could bring the trusts back into the volunteer fire coverage 
and/or provide financial relief to our members. Fourteen recommendations were 
developed and approved by the five aforementioned trusts and are at Enclosure 2. I 
should note that some would bring the insurance trusts back into the volunteer fire 
coverage and others would not. 

PennPRIME asks that the following recommended steps be considered to control the 
exploding costs of cancer presumption claims and to keep costs sustainable for our 
valued paid and volunteer fire companies: 

1. Reduce the type of cancer claims to cancers that have been scientifically linked to 
firefighting. 

2. Volunteer Fire has, historically, had the highest losses in workers' compensation. 
They have not worked with municipalities to reduce losses. Strengthen the 
municipal codes to give the municipalities more control over Volunteer Fire 
Companies. 

3. Limit the exposure by capping the combined medical expenses and indemnity 
expenses on a per claim basis. This would have to be supplemented by the 
Commonwealth contributing on an excess basis. 
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4. Limit the exposure by either barring subrogation when medical bills have already 
been paid by insurers or by capping the medical expenses on a per claim basis, as 
well as, a separate indemnity expenses cap on a per claim basis. This would have 
to be supplemented by the Commonwealth contributing on an excess basis. 

The recommendations at Enclosure 2 either support the return of the insurance trusts 
to the volunteer fire market; suggest that the Commonwealth undertake a re-insurance 
like position, as it did when addressing the Medical Malpractice crisis; or to 
permanently segregate the fire classification from the insurance market while providing 
financial relief to municipalities. While a return to the volunteer fire market would be 
preferable, any decision to return to the volunteer fire insurance market would require 
significant analysis of the impact brought by the aforementioned changes. I must note 
that, having had the opportunity to review Mr. Beauchamp's testimony, I concur with 
his recommendations. 

A letter sent to Representative Grell from Hampden Township sums up the situation 
wherein it is stated," . .. Therefore, while the content of the law was to provide a benefit 
for volunteer firefighters, the unintended consequence of the law has been to eradicate 
pricing competition in the insurance market. .. ". I want to emphasize that PennPRIME 
does not want to see any reasonable benefit denied to firefighters, career or volunteer. 
We must however, make business decisions that ensure the continued viability of the 
trusts. The decisions that we made were business decisions, not political decisions. 
That being said, we think the impact of this issue can be resolved and we want to be 
part of the solution. We stand ready to assist the Legislature, if requested. Our overall 
goal is to provide coverage to the volunteer and career firefighters while not creating an 
onerous financial burden for the municipalities we insure. 
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PennPRIME Communication to 
Members and Agents 

Dear Members and Agents: 

I am writing to you to convey significant changes in what Workers' Compensation 
(WC) coverage for volunteer fire companies (VFCs) will be provided by 
Penn PRIME. 

In July 2011, Act 46 of 2011, which designates cancer as an occupational disease 
for firefighters and doubles the limitations period for filing firefighter cancer 
claims to more than 11 years, was signed into law. While everyone understands 
and appreciates the value of our firefighters, the reality of this law is that it is an 
unfunded mandate for Pennsylvania's municipalities. Agreed, it is not easily 
identified as a standard unfunded mandate because the cost to the municipality is 
unknown at this point. 

What is known is that the claims have started, law firms are touting their 
specialization regarding this law, and the true financial impact of the law will be 
decided in the courts. These costs will be, ultimately, borne by the municipalities 
that provide workers' compensation coverage to fire companies. The potential 
impact on the loss ratios of municipalities is unknown but in the long run it is 
expected to be staggering. One or two cases could devastate a municipality's E
mod when considering medical, indemnity, rehabilitation, and death benefits. 
The increase in losses via a firefighter cancer claim would change theE-mod for all 
classifications and impact on the municipality's entire workers' compensation 
premium. Additionally, since no one knows how much the mandate will cost, an 
appropriate premium contribution is also an unknown. 

It was apparent to PennPRIME that the potential for losses in the volunteer fire 
company line could not be accepted, therefore, numerous scenarios were 
considered. The one upon which we decided was to segregate the losses by 
writing individual policies for the volunteer fire companies. The policies would be 
written through another insurer, yet to be finalized . 

Currently, the coverage is provided by the municipality in which the fire company 
is domiciled. The responsibility to provide Workers' Compensation coverage still 
remains with the municipality but the policy will be written to the fire company. 
The question of cost is always of concern to both the municipality and 
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PennPRIME. We are not able to make a final estimation as to contribution 
changes but expect to do so in the coming weeks. 

In summation, the volunteer fire classification has had significant losses over the 
years and, for the most part, has been subsidized by the other classifications in 
municipal government. Removal of the volunteer fire classification could have a 
positive impact on the E-mod for municipalities that have had significant 
volunteer fire losses. The unfunded mandate of Act 46 will impact on the overall 
cost municipalities pay for worker's compensation insurance. PennPRIME is 
attempting to mitigate the effect of those costs on other non-fire workers 
compensation lines by isolating the cost driver and provide a more stable product 
to the Members. 

In the near future, you can expect a request for information regarding points of 
contact (POCs) for your volunteer fire companies. The POCs should be the person 
who would be responsible for the administrative actions by the fire company, 
normally the president or secretary. We recognize this first year will be 
challenging but we can overcome any obstacles by starting the process early. 

We will plan several web conferences at various times that will discuss the 
process and would invite you and your VFCs to participate. 





Cancer Presumption Law 
Recommended Changes/Actions 

Results from the October 2. 2012 Meeting of the MRM. 
Keystone, Delaware Valley. Susquehanna, and PennPRIME Trusts 

1. Reduce the type of cancer claims to the four cancers that have been linked by good 
science to firefighting. (Kidney, Bladder, Brain, and some types of Leukemia) 

2. Commonwealth sets up or funds reinsurance and/or an excess insurance program that 
limits the retention of the insurance entities. Cap the claims retained by each Trust on an 
annual aggregate basis. 

a. Use part of the 2-percent foreign fire insurance tax to fund the reinsurance and/or 
excess program. 

b. Increase the foreign fire insurance tax to fund the reinsurance and/or excess 
insurance. 

c. Use Firefighter Relief funds to pay for the reinsurance and/or excess insurance. 

3. Commonwealth set up a fund through SWIF, much like we saw for medical malpractice, to 
coverVFWC. 

a. Use L&l supersedeas or second injury funds to pay for firefighter cancer claims. 
b. Use part of the 2-percent foreign fire insurance tax to fund the program. 
c. Use Firefighter Relief funds to pay for the reinsurance and/or excess insurance. 

4. Make all VFCs a ward of the Commonwealth for WC insurance purposes. 

5. The coverage for cancer claims should be claims-made with full prior acts. The coverage 
would come from the policy that was in effect at the time the claim was made or a 
diagnosis revealed cancer. 

6. Prohibit retroactive subrogation of any cancer medical claim on the back-end from a health 
insurance carrier. 

7. Legislation that one cannot claim WC cancer Presumption if receiving treatment/payment 
from another source for the same malady (i.e. VA or Medicare). 

8. Require use of best science when adjudicating a claim; incorporate the Frye Test into the 
legislation. 

9. Education for WC Judges regarding the science of epidemiology and toxicology. 

10. The commonwealth should not be promoting claims filing and/or providing private, third
party legal counsel information. 

11. Cap attorneys' fees. 

12. Allow the Career Firefighters to be insured separately from the other municipal classes to 
segregate the risk. 

13. VF has, historically, had the highest losses in WC. They have not worked with 
municipalities to reduce losses. Strengthen the municipal codes to give the municipalities 
more control over VFCs. 

14. Limit the exposure by capping the medical expenses on a per claim basis, as well as, a 
separate indemnity expenses cap on a per claim basis. This would have to be 
supplemented by the Commonwealth contributing on an excess basis. 
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