Northeast Advisory Council Meeting 12-2-2008

Attendees:

Sherri Simpson
Therese Gallagher
Sheilah Hampton
Guy Gallo

Becca Koop

John Selinsky
Tim Smith
LindaMiller

Ken Didion
Christine Horvath

Roundtable discussion:

Reserves going away quickly, but there was some concern regarding decreased settlement
activity.

Concerns about the Group rating lawsuit, and the judge’s injunction against group rating it its
current form after 7/1/2009. BWC provided a short update on the lawsuit and advised the group
that we are presently considering our options. Members of Advisory Council do not think the
BWC will argue the decision due to the fact that there are 4-5 reports, like Mercer that say the
group rating is not right, and the rates are too high. Examples were discussed which included a
group’s involvement with a company with 35 companies that worked throughout the state. They
were getting 17% discount in Florida, and brought the same business here and got a 95% discount
which they thought was too high. Discussion was also held regarding BWC moving towards
getting the discounts to 50-60%.

Question as to whether the State is able to set up a group retro program. BWC has staff who is
working on this program, as the plan was set for 7/1/2010. We are working to move the time
frame up. It was asked would rates be available for the 2/28/2009. Group advised to look at
Ohiobwc.com\rate reform for additional information and future updates.

Group was interested in the capping because it could help the employers, BWC is also looking at
this. The Auto Association advised the group that they are currently looking into volunteering to
participate in a group self-insurance model program if possible.

Group self insurance that would be TPA/Group rated sponsor - They could not apply.

Discussion of 5-year DFWP and whether or not this will be extended. Advised that BWC is
moving to performance based discount programs rather than upfront discounts;, so this will
probably change based on what we are looking at now. Attendees provided feedback on the
DFWP and the need for BWC to change some of the criteria for this program. The council
recommends changes to training curriculum. i.e. after initial training, suggest shorter refresher
class. All new employees should be required to go to initial training; BWC should give additional
consideration to uniqueness of specific industries. Construction companies have to train on
Saturdays which results in overtime pay.

BWC spoke about the programs we have now and the new programs we are developing.

Council member brought up a case with an IW who was off work and claim is over the max value
of $25,000.00 and the fact that they will get removed from group.

Self-Insurance/Stop Loss Insurance: Group member discussed their specific scenario and the
process of going self-insured. The company has stop loss insurance at $400,000. Were interested
in explanation of why the rule for becoming self-insured is to employ at least 500 employees? In
a nutshell, the company felt that the SI process went well, and they felt the process was user
friendly, but maybe BWC should reduce the 500 employee requirement, review overal self-



insurance eligibility criteria and make reasonable but much needed changes. BWC advised that
everything is being looked into.

e Small companies are trying to do their best to be involved in the various discount programs BWC
offers, however, BWC is very time consuming for small companies. Companies are required to be
in DFWP for other bids and that they need to be in the program and would like to continue to get
a discount. Employer stated that they do not have time to go into BWC website and asked if the
TPA does not send them any information where will they get the updates? BWC is currently
working on an E-newdletter, to be e-mailed to various parties as a ways to increase
communications and reduce costs by utilizing e-mail. One member wanted to know if BWC could
include links to our website on any future electronic communications.

Operational Reform:

Program discussion

Split plan — This plan puts more of an emphasis on the number of claims versus costs. We are
looking at offering thisin 2011. This type of plan is offered in 38 other states. Questions regarding
whether this takes into account a true accident (like a MV A) versus another type of accident that
might be due to an unsafe condition or unsafe act. BWC explained that we are not analyzing the
claims and that we will maintain the 1 claim program because it is mandated by law.

Discussion was held about BWC charging more for an employer who pays better than the industry
standard because we base our premiums on wages. BWC advised that we will continue to look at
payroll and industry.

Perfor mance based programs:

Deductible Program: The higher the deductible, the lower the premium. For those employers who
chose this option there will also be a discount. BWC would bill the company to the deductible
amount. The group was asked if this is something that they would be interested in. There was mild
interest.

Question on defining the difference between this program and the 15K Program — MCO will till
manage, BWC rates, MO/LT.

Comments included:

- Paperwork is already overwhelming and this may be more paperwork.

- The program would need to be as simple as possible, give them a choice...Make a choice and
make it smple....if you have to hire another person to administer this, and then it might not be
worth it.

- The discount needs to be enough; it needs to be under the previous costs from the previous year.

- Group also interested in whether BWC is taking a risk with offering this type of program. This
could be aggregate and not per claims...this may be the easier, so not deductible per claim but for
al claims.

- How do we prevent the rates from going up, and since the cost is not on BWC, then the costs
should not cost the employer and should not be calculated into future costs.

- Employer will be more aware of the cost if they are paying it themselves.

- What about not paying the deductible — what is the punishment? Do they go lapsed?

- Maybe have a deductible at $100,000. Some members felt it would be prudent for BWC to
request financials however, employers may not want to disclose financia information if it will be
part of public record. Some of the employers do not want to be Sl because of the financials.

The question was posed to the group on how do we do this so it makes the incentive to move

into Ohio and not price our selves out of the market?

Responses:

- Bring base rates down, make our process simpler.



Group Retro Program: Originally this was planned to be offered in 2010, but now it is 2009 due to
the lawsuit. This is a back end discount. BWC estimates the expectation for the groups. If we see
there are more claims, there is a charge and if there are less, then we will give a discount. These
groups would be homogeneous — based on the 10 industry groups.

Comments included:

- Some employers would not want to have the group, because they do not believe the group would
do aswell.

- These would need to be properly managed. How will we monitor the TPA?

- Does not think the groups will go away, but the BWC needs to explain how things have changed
and how we are implementing them.

- It was noted that Washington State has this program in place for their workers compensation
system; and, this was the program the judge ordered.

- Example discussed - 100 employers, but only 10 of those employers add costs to the group, can
the group order those 10 to pay?

- The history calculation — alow for the group to penalize or write rules within certain restriction.
Provide some flexibility within the group. Removing does not always help the employer because
sometimesit will put them out of business. The groups want to encourage safety.

Council Questions & BWC Responses:
- Would BWC be willing to have more than the 10 industry groups? BWC Response: Once
again — homogeneous.
- How does the experience work with this? BWC Response: The better your experience the
better the tier for your discount.

M or e on Performance based programs:

Would you sacrifice an upfront discount for rebates?

Group responses.

No, construction needs the money now, it is anticipated that it will take 8-12 months for the economy
to turn around. BWC is looking more at providing discounts more on the back end of the premium
periods.

What sorts of performance based programsthat could help programs?

- DFWP: Reward those companies for working 4-5 years, reward for drug testing, but take away
the expensive administrative costs.

- BWOC library: A great resource for employers to use. Group indicated that they can't get the
Tapes/DV Ds when they want them. For example, it has taken up to 6 weeks to receive the DFWP
tape. BWC should provide incentives to use the workers' comp information and somehow reward
employers. BWC needs to do a better job marketing, and if employers use this resource, give
them a discount.

Additional Comments included:

- If BWC has a program we need to clearly define the program, set the goals, provide guidelines
and state the incentive. Group would rather know upfront what you need to reach, and limit the
administrative costs.

- Suggestion was also made to develop focus groups before rolling out the program to gauge
success prior to implementation.

- Develop a plan to be shared with employers to provide step-by-step guidance to be successful
with its implementation.



Quality of Services
TPA Comments - Differences were noted as follows:
- They are attorneys, go to hearings, know the cases, and they do a good job. They will fight
bogus claims.
- The TPA that charges alesser fee may not always fight for you.
- The TPA that charges aretainer may be more expensive, but they win.

BWC Servicing Comments — Differences were noted as follows:

- Positive comment received from employer with regard to the assistance they received by
BWC employee with receiving a safety grant. Employer had to keep records, but they
received a nice safety grant and corrected one of the biggest issues they were having with
injury causation.

- Another comment indicated that BWC does not stay in close contact.

- Newsdletter — Group felt thiswould be helpful.

Gaps in the System Comments —

Delays in medical services being provided: Group reported that sometimes it takes months to get
approval for an employee’'s surgery and when the employer is in agreement with the treatment this
should not be occurring. Explanation provided is that the MCO iswaiting on BWC.

Manual descriptions. Trying to get manual descriptions. They’ve caled twice; they cannot get al of
the manual full description. Do they want the description, and want it added to the employer
accounts. They need to have a rating inspection. They want to add some manual. Call the local
office - passing this along to Canton.



