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Note From the Administrator

I am pleased to present the annual report of the Ohio Bureau of Workers’ Compensation (BWC) for fiscal 

year 2016. 

During fiscal year 2016, we further strengthened our commitment to protecting Ohio’s workers and 

employers, improving the lives of injured workers and acting as a partner with local businesses and 

governments to bolster economic development. Below are a few of our accomplishments.  

•	 The BWC Board of Directors approved a private employer base-rate reduction of 8.6 percent 

effective July 1, 2016. This latest reduction means private employers will pay $463 million less 

annually than they did at the beginning of 2011, representing a combined 28.2 percent decrease.

•	 In addition, the board followed our recommendation to reduce average rates for public employer 

taxing districts by 9 percent. The reduction, combined with decreases implemented during the 

past five years, results in a total average decrease to local government rates of 26.5 percent 

since 2011. Also, strong investment returns allowed us to provide a one-time $15 million rebate 

to Ohio’s 88 county governments.

•	 We successfully transitioned to the industry standard of prospective billing for premiums. We 

accomplished this important reform by providing a $1.2 billion credit to employers to make this 

switch without added costs to Ohio’s businesses.

•	 We provided $15 million to more than 570 Ohio companies and local governments through our 

Safety Intervention Grant Program to help reduce workplace accidents and injuries. 

•	 We launched our Other States Coverage option, which for the first time, gives Ohio employers 

the option to purchase workers’ compensation coverage that protects them when their workers 

leave the state to work. 

•	 In conjunction with our annual Ohio Safety Congress & Expo, we hosted our first-ever Medical 

and Health Symposium. The event offered health-care providers free continuing education 

credits and participation in a combination of lectures and interactive panel discussions featuring 

leading national and state experts covering best practices related to the care of injured workers.

We are working diligently on exciting improvements and initiatives to come in fiscal year 2017. We are 

more committed than ever to ensuring the safety, health and economic well-being of our state and its 

citizens.  

Sincerely, 

Sarah D. Morrison, Administrator/CEO

Ohio Bureau of Workers’ Compensation  
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BWC’s financial statements are prepared in accordance with accounting principles 
generally accepted in the United States of America. The statements are prepared 
using the accrual basis of accounting and the economic resources measurement 
focus. 

Financial Statements
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Fiscal Year-to-Year Comparisons
BWC’s net position has increased by $875 million for fiscal year 2016 resulting in a net position of $10.1 billion at June 30, 
2016 compared to a net position of $9.3 billion at June 30, 2015.

 o Premium and assessment income for fiscal year 2016 has decreased compared to prior fiscal year income primar-
ily due to a $268 million decrease in private employer income as fiscal year 2016 reflects an average 10.8% rate 
decrease effective July 1, 2015 and a $117 million decrease in unbilled premium receivable. Changes in premium 
and assessment income also reflect the impact of the 9% reduction in average workers’ compensation rates for 
local government employers for coverage beginning January 1, 2016. In addition, there is a decrease due to a $47 
million increase in credits earned by private and public county taxing district employers participating in group 
retrospective rating plans.  

 o Benefit and compensation adjustment expenses decreased by $84 million compared to prior fiscal year expenses.

 o The change in the reserves for fiscal year 2016 reflects Oliver Wyman’s forecast of liabilities for unpaid losses and 
loss adjustment expenses for fiscal year 2016 based on data as of March 31, 2016. These decreases are a result of 
lower losses and claim counts than previous years at the same stage of development. 

 o The decrease in net benefit payments for fiscal year 2016 is primarily due to a $34 million decrease in medical 
payments and $18 million decrease in lump-sum settlement payments.  This is all offset by a $13 million increase 
in permanent total indemnity payments resulting from an extra bi-weekly payment cycle during fiscal year 2016. 

 o The fiscal year 2016 expenses include the $15 million policyholder rebate for the Public Work-Relief Employees’ 
Fund approved by the Board in May 2016, while fiscal year 2015 expenses include the $1.1 billion policyholder 
rebate for the State Insurance Fund approved by the Board in September 2014. 

 o The fiscal year 2016 expenses include the $582 million DWRF I alternative funding expense for the use of State 
Insurance fund investment earnings to fund cost of living benefits in private and public taxing district permanent 
total disability claims with injury dates prior to January 1, 1987.

Change in Reserves $(597) $(527) $(70)
Net Benefit Payments 1,539 1,551 (12)
Payments for Comp Adjust Expenses 200 200 –
MCO Admin Payments 169 171 (2)

 $1,311 $1,395 $(84)

  
 Unaudited FY Audited FY Increase
($ in millions) Jun. 30, 2016 Jun. 30, 2015 (Decrease)

Operating Revenues $1,585 $1,682 $1,962
Operating Expenses (1,428) (2,256) (1,513)
Transition Credit Expense – – (39)
Policy Holder Rebate Expense (15) – (1,013)
Loss Contingency Expense – – 23
DWRF I Alternative Funding Expense (582) – –
Net Operating Gain (Loss)  (440) (574) (580)
Net Investment Income (Loss) 1,315 1,037 510
Increase (Decrease) in Net Position 875 463 (70)

Net Position End of Period $10,143 $9,731 $9,268

 Unaudited  Audited 
 Fiscal Year Projected FY Fiscal Year
($ in millions) Jun. 30, 2016 Jun. 30, 2016 Jun. 30, 2015
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Statement of Operations – Combining Schedule
Fiscal year June 30, 2016
Unaudited

Operating Revenues:

 Premium & Assessment Income $1,234,101 $93,167 $729 $136 $876 $6,347 $259,026 $1,594,382

 Ceded Premiums (3,900) – – – – – – (3,900)

 Provision for Uncollectibles (19,550) 3,941 (3) – – 36 (2,136) (17,712)

 Other Income 8,324 – – – – – 4,118 12,442

Total Operating Revenues 1,218,975 97,108 726 136 876 6,383 261,008 1,585,212

Operating Expenses:

 Benefits & Compensation  
 Adj Expenses 1,095,797 38,890 4,819 (803) 388 6,004 165,581 1,310,676

 Other Expenses 17,717 55 91 – 31 – 99,085 116,979

  Total Operating Expenses 1,113,514 38,945 4,910 (803) 419 6,004 264,666 1,427,655

 Net Operating Income (Loss)  
 before Rebate Expense, DWRF I  
 Alternative Funding Expense  
 and Operating Transfers Out 105,461 58,163 (4,184) 939 457 379 (3,658) 157,557

 Policy Holder Rebate Expense 223 – – 15,173 – – – 15,396

 DWRF I Alternative Funding  
 Expense 581,917 – – – – – – 581,917

 Operating Transfers Out (15,000) – – – – – 14,575 (425)

 Net Operating Income (Loss) (491,679) 58,163 (4,184) (14,234) 457 379 10,917 (440,181)

Investment Income:

 Investment Income 656,530 204 36 1 – 71 9,089 665,931

 Net Realized Gains (Losses) (18,210) 17,058 757 2,418 1 – – 2,024

 Net Unrealized Gains (Losses) 659,351 28,116 10,791 (1,101) 996 – – 698,153

  Total Realized & Unrealized  
  Capital Gains (Losses) 641,141 45,174 11,548 1,317 997 – – 700,177

 Investment Manager &  
 Operational Fees (50,808) (354) (70) (12) (10) (1) – (51,255)

 Gain (Loss) on Disposal  
 of Fixed Assets 687 – – – – – 86 773

  Total Non–Operating  
  Revenues, Net 1,247,550 45,024 11,514 1,306 987 70 9,175 1,315,626

Increase (Decrease) in  
Net Position (Deficit) 755,871 103,187 7,330 (12,928) 1,444 449 20,092 875,445

Net Position (Deficit),  
Beginning of Period 8,050,443 1,569,115 259,762 25,653 20,851 29,488 (686,980) 9,268,332

Net Position (Deficit),  
End of Period $8,806,314 $1,672,302 $267,092 $12,725 $22,295 $29,937 $(666,888) $10,143,777

This report shows operating activity for each of the funds administered by BWC.

The deficit in net position for the Administrative Cost Fund is a result of recognizing the actuarially estimated liabilities for loss 
adjustment expenses while funding for ACF is on a pay–as–you–go basis.

  Disabled Coal–Workers Public Work Marine Self–Insuring Administrative 
 State Insurance Workers’ Relief Pneumoconiosis Relief Employees’ Industry Employers’ Guaranty Cost 
 Fund Account Fund Account Fund Account Fund Account Fund Account Fund Account Fund Account Total

(in thousands)
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Statement of Investment Income
Fiscal year June 30, 2016 
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Investment Income

 Bond Interest $507,341 $536,546 $(29,205) $482,060 $25,281

 Dividend Income–Domestic & International 99,006 98,813 193 99,637 (631)

 Money Market/Commercial Paper Income 414 – 414 68 346

 Misc. Income (Corp Actions, Settlements) 2,226 – 2,226 7,995 (5,769)

 Real Estate 56,944 69,985 (13,041) 57,391 (447)

 Total Investment Income 665,931 705,344 (39,413) 647,151 18,780

Realized & Unrealized Capital Gains 
and (Losses)

 Bonds – Net Realized Gains (Losses) 13,619 – 13,619 219,637 (206,018)

 U.S. Equities – Net Realized Gains (Losses) (11,791) – (11,791) 128,277 (140,068)

 Non –U.S. Equities – Net Realized  
 Gains (Losses) 196 – 196 309 (113)

 Real Estate – Net Realized Gains (Losses) – – – 12,618 (12,618)

  Subtotal – Net Realized Gains (Losses) 2,024 – 2,024 360,841 (358,817)

 Bonds – Net Unrealized Gains (Losses) 866,392 40,274 826,118 (613,525) 1,479,917

 U.S. Equities – Net Unrealized Gains (Losses) (12,907) 162,616 (175,523) 165,257 (178,164)

 Non –U.S. Equities – Net Unrealized  
 Gains (Losses) (254,838) 152,393 (407,231) (139,948) (114,890)

 Real Estate – Net Unrealized Gains (Losses) 99,506 28,163 71,343 134,355 (34,849)

  Subtotal – Net Unrealized Gains (Losses) 698,153 383,446 314,707 (453,861) 1,152,014

Change in Portfolio Value 700,177 383,446 316,731 (93,020) 793,197

Investment Manager & Operational Fees (51,255) (51,225) (30) (44,250) 7,005

Net Investment Income (Loss) $1,314,853 $1,037,565 $277,288 $509,881 $804,972

    Audited Year to Year
 Unaudited  Variance to Prior Yr. Increase
 Actual Projected Projected Actual (Decrease)

(in thousands)

Net Investment Income (Loss)
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Payroll

 BWC Board of Directors 12 867,226 867,226 0 0.00% 867,226 879,534 (12,308) -1.40%

 BWC Administration 10 1,860,962 1,860,950 (12) 0.00% 1,860,950 1,410,966 449,996 31.89%

 Field Operations 899 72,204,244 72,328,492 124,248 0.17% 72,328,492 72,327,884 (123,640) -0.17%

 Employer Mgmt Services 168 13,704,621 13,774,554 69,933 0.51% 13,774,554 13,137,638 566,983 4.32%

 Safety & Hygiene 63 5,555,497 5,696,001 140,504 2.47% 5,696,001 5,297,343 258,154 4.87%

 Medical Services 117 9,870,984 9,875,664 4,680 0.05% 9,875,664 9,503,830 367,154 3.86%

 Special Investigations 119 11,756,321 11,755,940 (381) 0.00% 11,755,940 11,193,670 562,651 5.03%

 Fiscal and Planning 100 7,686,191 7,692,445 6,254 0.08% 7,692,445 7,976,936 (290,745) -3.64%

 Actuarial 16 1,804,478 1,807,391 2,913 0.16% 1,807,391 1,775,855 28,623 1.61%

 Investments 6 944,039 944,039 0 0.00% 944,039 909,990 34,049 3.74%

 Information Technology 163 20,736,247 20,738,688 2,441 0.01% 20,738,688 20,594,652 141,595 0.69%

 Legal  80 7,711,145 7,711,125 (20) 0.00% 7,711,125 7,537,766 173,379 2.30%

 Communications 21 1,822,033 1,821,630 (403) -0.02% 1,821,630 2,173,281 (351,248) -16.16%

 Human Resources 48 4,720,292 4,740,540 20,248 0.43% 4,740,540 4,708,417 11,875 0.25%

 Internal Audit 13 1,243,840 1,243,840 0 0.00% 1,243,840 1,201,936 41,904 3.49%

 Ombuds Office 8 602,674 602,674 0 0.00% 602,674 569,338 33,336 5.86%

Total Payroll 1,843 163,090,794 163,461,199 370,405 0.23% 163,461,199 161,199,036 1,891,758 1.17%

Personal Services

 Information Technology  8,143,903 9,118,396 974,493 10.69% 9,732,801 7,500,457 643,446 8.58%

 Legal - Special Counsel  266,246 1,108,789 842,543 75.99% 1,108,789 556,066 (289,820) -52.12%

 Legal - Attorney General  4,578,464 4,621,850 43,386 0.94% 4,621,850 4,576,405 2,059 0.04%

 Other Personal Services  5,466,720 8,555,588 3,088,868 36.10% 7,941,183 5,341,915 124,805 2.34%

Total Personal Services  18,455,333 23,404,623 4,949,290 21.15% 23,404,623 17,974,843 480,490 2.67%

Maintenance

 Rent and Leases  6,121,462 6,339,604 218,142 3.44% 6,339,604 5,913,285 208,177 3.52%

 Software and Equipment 
 Maintenance and Repairs  12,628,454 16,999,465 4,371,011 25.71% 16,999,465 12,484,949 143,505 1.15%

 Inter Agency Payments  13,422,756 16,623,833 3,201,077 19.26% 16,623,833 16,441,356 (3,018,600) -18.36%

 Communications  4,453,387 4,976,775 523,388 10.52% 4,976,775 4,612,035 (158,648) -3.44%

 Safety Grants  14,999,277 15,000,000 723 0.00% 15,000,000 14,956,902 42,375 0.28%

 Supplies and Printing  2,224,963 2,577,153 352,190 13.67% 2,577,153 3,866,438 (1,641,475) -42.45%

 Other Maintenance  2,560,044 2,916,643 356,599 12.23% 2,916,643 2,593,859 (33,815) -1.30%

Total Maintenance  56,410,343 65,433,473 9,023,130 13.79% 65,433,473 60,868,824 (4,458,481) -7.32%

Equipment  12,503,201 23,287,301 10,784,100 46.31% 23,287,301 10,670,358 1,832,843 17.18%

Total Administrative  
Cost Fund Expenses  250,459,671 275,586,596 25,126,925 9.12% 275,586,596 250,713,061 (253,390) -0.10%

Administrative Cost Fund 
Budget Summary
As of June 30, 2016 
Unaudited          FYTD16

     FYTD16   Increase Percentage
 FTE’s Actual Budgeted FYTD16 Percentage FY16 FYTD15 (Decrease) Increase
  FYTD16 FYTD16 Variance Variance Budget Expenses in FYTD16 (Decrease)

Total Agency Appropriation 281,275,579
Budget to Appropriation Variance 5,688,983
Percentage Variance 2.02 % 

Expense Description
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Min 3.0 Max 7.0Guidelines

Funding Ratio (State Insurance Fund) 1.66 1.59 1.58 1.15 to 1.35

Net Leverage Ratio (SIF) 1.72 1.88 1.98 3.0 to 7.0

Loss Ratio 61.6% 100.3% 53.7% 

LAE Ratio – MCO 10.4% 10.6% 8.5% 

LAE Ratio – BWC 10.4% 12.8% 7.8% 

Net Loss Ratio 82.4% 123.7% 70.0% 130.0%

Expense Ratio 7.4% 7.1% 6.0% 7.5%

Policy Holder Rebate Ratio 1.0% 0.0% 52.7%

DWRF I Alternative Funding Ratio 36.6% 0.0% 0.0%

Combined Ratio 127.4% 130.8% 128.7% 136.0%

Net Investment Income Ratio 38.7% 37.9% 30.2% 40.0%

Operating Ratio (Trade Ratio) 88.7% 92.9% 98.5% 96.0%

Financial Performance Metrics
   
 Unaudited  Audited  
 Actual Projected Actual
 FY16 FY16 FY15 Guidelines
 As of 6/30/16 As of 6/30/16 As of 6/30/15

Guidelines represent long–term goals for the agency. Business practices, peer group results, and historical data were considered  
in the establishment of the guidelines.

Funding Ratio
Provides an indication of financial strength and security – Funded 
assets divided by funded liabilities.

Net Leverage Ratio
Measures the combination of BWC’s exposure to pricing errors and 
errors in estimating its liabilities in relation to net assets. Premium 
income plus reserves for compensation and compensation adjust-
ment expense divided by net assets.

Loss Ratio
Measures loss experience – Compensation benefit expenses  
divided by premium and assessment income.

LAE Ratio
Measures loss adjustment experience – Loss adjustment expenses 
divided by premium and assessment income.

Net Loss Ratio
Measures underlying profitability or total loss experience – Sum of 
the loss and LAE ratios.

Expense Ratio
Measures operational efficiency – Other administrative expenses 
divided by premium and assessment income.

Combined Ratio
Measures overall underwriting profitability – Sum of net loss and 
expense ratios.

Net Investment Income Ratio
Measures the investment income component of profitability – In-
terest and dividend income less investment expenses divided by 
premium and assessment income. This ratio does not include real-
ized or unrealized capital gains and losses.

Operating Ratio
Measures overall profitability from underwriting and investing ac-
tivities – Combined ratio less net investment income ratio. 

Funding Ratio Net Leverage Ratio
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BWC Year-end Statistics
Unaudited

NOTE:  Every claim is evaluated at 60 days after filing for purposes of claim type, State Fund versus Self-Insured, combine 
status, and allowance status. Values exclude combined and Self-Insured claims. 

* Pending information

 FY 2016  FY 2015  FY 2014 

State Fund Claims Filed

Lost Time *  11,870  12,134 

Medical Only *  81,348  84,688 

Occupational Disease *  533  592 

Death *  185  158 

Disallowed or Dismissed *  11,061  10,977 

  Total *  104,997  108,549 

Net Allowed Injuries *  93,936  97,572 

Open Claims (Per statute)

Lost Time  263,618  288,059  315,951 

Medical Only  488,694  503,579  542,822 

Total  752,312  791,638  858,773 

Benefits Paid

Medical Benefits Paid  $580,294,319  $614,375,366  $660,912,037 

Compensation Paid

  Wage Loss  $9,810,677  $12,764,857  $14,948,538 

  Temporary Total  219,298,295  220,766,392  231,607,195 

  Temporary Partial  7,226  16,543  37,368 

  Permanent Partial  19,708,785  19,269,456  17,869,347 

  % Permanent Partial  65,019,190  67,385,815  65,387,993 

  Lump Sum Settlement  159,289,682  179,185,086  184,218,915 

  Lump Sum Advancement  21,852,376  18,067,160  24,768,008 

  Permanent Total & DWRF  402,054,481  390,863,930  395,160,052 

  Death  85,945,428  83,090,326  82,644,603 

  Rehabilitation  33,080,852  35,492,795  38,651,042 

  Other  5,535,475  6,153,354  6,046,420 

Total Compensation Paid  $1,021,602,467  $1,033,055,714  $1,061,339,481 

Total Benefits Paid  $1,601,896,786  $1,647,431,080  $1,722,251,518 



 BWC Fiscal Year 2016 Report 10

BWC Year-end Statistics
Unaudited

FY 2016 FY 2015 FY 2014

Fraud Statistics

Fraud Dollars Identified  $56,571,121  $60,450,575  $60,124,021 

$$$ Saved to $$$ Spent Ratio  4.61 to 1  5.34 to 1  5.28 to 1 
Prosecution Referrals  198  229  267 

Active Employers By Type

Private  239,331  247,829  249,602 

Public (Local)  3,796  3,807  3,815 

Public (State)  121  121  121 

Self-Insured  1,178  1,180  1,197 

Black Lung  31  34  36 

Marine Fund  138  135  146 

Total  244,595    253,106    254,917 

BWC Personnel  1,842  1,866  1,953 

MCO Fees Paid  $169,229,310  $170,688,324  $169,580,627 

BWC COMBINED FUNDS FINANCIAL 
DATA 

(000s omitted)  Unaudited  Audited  Audited 

FY 2016 FY 2015 FY 2014

Operating Revenues

Premium & Assessment Income, net of 
   Provision for Uncollectibles and 
   Ceded Premiums  $1,572,770  $1,954,174  $2,085,821 
Other Income  12,442  8,413  8,141 

   Total Operating Revenues  $1,585,212  $1,962,587  $2,093,962 

Non-Operating Revenues

Net Investment Earnings  $614,676  $602,902  $664,670 

Increase (Decrease) in Fair Value  700,177  (93,020)  2,348,938 

   Net Investment Income (Loss)  $1,314,853  $509,882  $3,013,608 

Dividends, Rebates and Credits  $15,396  $1,051,952  $1,229,045 

Total BWC Assets  $28,869,706  $29,054,112  $30,341,708 

Total Net Position (Deficit)  $10,143,777  $9,268,332  $9,460,213 
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Employer Appeals

One responsibility of BWC is to adjudicate administrative complaints filed by state-
fund employers regarding a range of BWC program eligibility requirements and audit 
issues. Employers who disagree with a BWC decision can appeal to the adjudicating 
committee. In FY16, the adjudicating committee heard 123 cases, ruling in favor of 
the employers 39 percent of the time. Employers who disagree with a decision of 
the adjudicating committee can appeal to a designee of the BWC administrator. In 
FY16, the administrator’s designee conducted 30 hearings, siding with the employer 
23 percent of the time. The most common appeals involved Audit Protests (19 
percent), Group Rating Protests (18 percent), and Retroactive Coverage (17 percent).


