
Making sense of workers’ comp matters for the Ohio business community

Open, honest, efficient and effective — When we introduced Agenda
’06 to you in January, those four principles were the foundation for
this plan. So, as part of our efforts to restore public trust and to
increase the transparency of BWC, we are introducing a new and
improved Dollars & Sense.

Through Dollars & Sense, we will share our progress on achieving
the goals outlined in Agenda ’06. This newsletter, a companion to
our comprehensive financial and operational performance report, will
show you the overall financial health of the agency and our ability to
provide top-level service to our customers. We will e-mail this
newsletter to business stakeholders each month.

As you’ll see, Dollars & Sense is divided into four sections. This section
will serve as the lead story or executive summary. Here we will
highlight the most significant trends or improvements from the
previous month. To the left, we will provide you with high-level data
to showcase the overall financial health of BWC. Inside, we’ve provided
specific successes or challenges regarding our efforts to improve
our financial position through Agenda ‘06. We’ll also preview key
issues on the horizon that may impact your business.

You asked to see how we’re doing, and we want to show you. That’s
why Dollars & Sense is our open book. You can always see how we’re
performing.

From the desk of
Administrator/
CEO Bill Mabe

William E. Mabe
Administrator/CEO
Ohio Bureau of Workers’ Compensation

April 2006

Trade
combined
ratio
As of Feb. 28, 2006

The trade combined ratio is an indicator of the potential profitability
of BWC's business. The trade combined ratio includes the impact of
BWC's operating and investment revenues and all related expenses.

Currently, BWC spends approximately $1.13 for every $1 it collects.

113.4

Ohio Bureau of Workers’ Compensation

Total assets
As of Feb. 28, 2006

$19.623 billion

Total liabilities
As of Feb. 28, 2006

$18.545 billion

Surplus
As of Feb. 28, 2006

$1.078 billion



Increasing Revenue

Revenue
collection

Agenda ’06
revenue goal
$205 million

To date
$28.7 million

Overall, revenue collection has declined eight percent relative to the same period last year.
Through Agenda ‘06, however, BWC is making improvements. The Workers’ Compensation
Oversight Commission (WCOC) recently approved a 3.9 percent average rate increase,
primarily to offset medical inflation expenses.

The current accounts receivable balance, which represents unpaid debts from all companies
including those who went out of business, has decreased 17 percent relative to January
2005. The total accounts receivable balance remains above $700 million, and BWC is working
with the Attorney General’s office to more aggressively pursue outstanding balances.

Lastly, our subrogation collections, which BWC uses to seek reimbursement from another
company or person it has already paid, have dramatically improved. In January and February
2006, collections were 79 and 342 percent, respectively, greater than collections during the
same period last fiscal year.
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For the month ending Jan. 31, 2006, the State Insurance Fund, which remained partially
comprised of both fixed-income and equities, achieved a 3.77 percent return, which is 2.31
percent higher than its custom benchmark. Fixed-income securities achieved a 0.29 percent
return while domestic equities generated a return of 13.93 percent. Overall, the state fund
and the ancillary funds generated $8.3 million and $19.5 million more in cash relative to
January and February 2005.

Better
investment
management

Month ending Jan. 31, 2006
Performance Measures

3.78% 1.46% 2.32% 7.19% 4.25% 2.94%

BWC BWC
Investment Investment

Returns Benchmark Returns 3 Benchmark
Monthly Returns Month Trailing Returns 3

(Gross of Fees) Monthly Variance (Gross of Fees) Month Trailing Variance

Total BWC SIF Investments
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To improve our value and productivity, we continue our efforts to improve workplace safety
and, in turn, reduce the number of claims, as well as better manage the claims we do have.

Consider these positive numbers.
• BWC currently maintains 2,640 staff, which is slightly lower than last year, and 30 percent

lower than 1996.
• Thanks to a better auto adjudication system, BWC now determines nearly one-third of all

claims in less than one day.
• More than 100,000 businesses have joined at least one safety program.
• Since BWC introduced the premium discount incentive for safety council participation,

membership has increased 103 percent. (Note: BWC is offering a 4-percent discount this
year.)

• Medical providers are receiving payments for services rendered nearly one week faster
than in February 2005.

Improving customer value
and productivity
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Medical
PaymentsTotal expenses have decreased by 13 percent relative

to the same time last year.

BWC’s two primary expenses are medical and
indemnity (compensation) benefits. That’s why our
efforts to contain medical costs and improve return-
to-work programs are so important.

For the first two months of 2006, medical expenses
have decreased 13 percent as compared to this
time last year. Pharmacy payments have decreased
29 percent and hospital costs 17 percent. We’re
also seeing a slight decrease in our indemnity costs
as compared to 2005.

Reducing
expenses
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$219 million
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$22 million

Adding
value
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BWC will complete the transfer of our investment portfolio from active to passive management
by the end of this month. This will decrease our active investment management fees from
$36 million to approximately $3 million by June.

This transfer is even more important as we face an increase in premium rates. The WCOC
recently approved a 3.9 percent increase in premiums for private employers.

Additionally, the WCOC is considering implementation of a dominant fixed-income investment
policy and preventing BWC from investing in equities. BWC would prefer to be modestly
exposed to the equity markets, but will defer to the WCOC, which is responsible for setting
investment policy. A vote is tentatively scheduled for April 27 at the next WCOC meeting.

As you receive this newsletter on a regular basis, you will see how we want to work with
you to continue reducing workplace accidents and improving workplace safety. And just as
important, we want to continue increasing revenues and reducing costs, so we have a positive
impact on your bottom line. Look for the next edition the week of June 12.��

A look
ahead

This table reflects the overall financial health of BWC, including how much money we’re
collecting (revenues), how much we’re spending (expenses) and how much we own (assets).

Statement of Operations
July 1, 2005 - Feb. 28, 2006

Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Total Operating Revenues

Total Operating Expenses

Net Operating Gain (Loss)

Net Investment Income

Increase (Decrease) in Net Assets

Net Assets Beginning of Period

Net Assets End of Period

$ 1,413 $ 1,410 $ 3 $ 1,539 $ (126)

2,002 2,025 23 2,296 (294)

(589) (615) 26 (757) 168

932 842 90 849 83

343 227 116 92 251

735 735 – 861 (126)

$ 1,078 $ 962 $ 116 $ 953 $ 125

(in millions)

Actual – The true dollar amounts at this point in time
Projected – The amount BWC’s Finance Division expected at this time
Variance – The difference between the actual and projected amounts
Prior Year Actual – The true dollar amounts BWC had this same time last year
Increase (Decrease) – The difference between today’s and last year’s actual amounts
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