BWC Board of Directors

Actuarial Committee
Thursday, April 24, 2008, 1:30 P.M.
William Green Building

Neil Schultz Conference Center

30 W. Spring St., 2" Floor (Mezzanine)
Columbus, Ohio 43215

Members Present:  Charles Bryan, Chairman
Philip Fulton
James Harris
James Hummel
Jim Matesich, Vice Chair
William Lhota, ex officio

Members Absent: None

Other Directors Present: David Caldwell, Alison Falls, Larry Price, and Robert Smith.

Call to order
Mr. Bryan called the meeting of the Actuarial Committee to order at 1:40 p.m. and the roll call was
taken.

Minutes of March 27, 2008
Mr. Harris requested that the minutes be amended to show he was present as a committee member
and not as a Workers Compensation Board Director. Mr. Hummel moved that the minutes of
March 27, 2008, be approved as amended. Mr. Harris seconded and the amended minutes were
approved by aunanimousroll call vote.

NEW BUSINESS/ACTION ITEMS

Public Employer State Agency Rate Change,
Ohio Administrative Code Rule 4123-17-35

John Pedrick, Chief Actuarial Officer, recommended that the Actuarial Committee approve new
rates for public employer state agencies. The exhibits in the BWC report include the 10% premium
reduction and the Managed Care Organization (MCO) fee, but not the Administrative Cost Fund
(ACF) assessment to be voted on later.

Mr. Bryan and Ms. Falls raised questions about rate instability of individual agencies. The agencies
include, for example, the Ohio Supreme Court with an increase of 92.73%. Marsha Ryan, BWC
Administrator, explained that these are relatively small agencies for which one serious accident
could raise costs. Mr. Bryan requested that within the next year that BWC staff report on
approaches to state agency rates in order to reduce instability.



Mr. Matesich moved that the Actuarial Committee of the Bureau Workers Compensation Board of
Directors consent to the Administrator fixing state agency and state university employer rates
beginning July 1, 2008, to achieve an overall ten percent (10%) decrease in the total collectible
premium rate from the previous year. The motion consents to the amendments to Rule 4123-17-35
of the Administrative Code, Public Employer State Agency Contributions to the State Insurance
Fund, as presented here today. Mr. Harris seconded and the motion was approved by a unanimous
roll call vote.

Public Employer Taxing District Credibility Table Changes,
Ohio Administrative Code Rule 4123-17-33.1

Mr. Pedrick proposed adoption of a new credibility table for public employer taxing districts. The
proposal breaks out the table from the industry group and limited loss ratio tables of Rule 4123-
127-33. The Workers Compensation Board approved the same credibility table for private
employers in November 2007.

Mr. Hummel moved that the Actuarial Committee of the Bureau of Workers' Compensation Board
of Directors consent to the Administrator adopting Rule 4123-17-33.1 of the Administrative Code,
Public Employer Taxing Districts Credibility Table Used for Experience Rating. The motion
consents to the adoption of Rule 4123.17-33.1 as presented today. Mr. Fulton seconded and the
motion was approved by unanimous roll call vote.

NCCI Classification Changes

Michael Glass, Employer Compliance Director, proposed amendment of Ohio Administrative Code
Rule 4123-17-04 to bring BWC manual classifications into agreement with revisions made by the
National Council on Compensation Insurance (NCCI). First, the NCCI has consolidated the bottling
industry codes from two into one. The NCCI also consolidated charitable and welfare organizations
into one and created a new code for group homes. Mr. Pedrick added that the proposal is brought to
the Actuarial Committee now so that the most recent NCCI codes can be used in developing rates
by manual classreflecting the 5% premium reduction.

Mr. Bryan noted that Ohio data is not used in creation of the codes and requested that BWC review
the impact of using NCCI codes even though Ohio datais not used in creation of the codes.

Mr. Fulton moved that the Actuarial Committee of the Bureau of Workers' Compensation Board of
Directors consent to the Administrator adopting Rule 4123-17-04 of the Administrative Code,
Classification of Occupations or Industries. The motion consents to the adoption of Rule 412-17-04
as presented here today. Mr. Harris seconded and the motion was approved by a unanimous roll call
vote.



Discussion items

Review May 2008 Committee Calendar

Mr. Bryan reported that there would be an educational session on May 28 at 10 am. He requested
that any additions to the calendar be communicated to Don Berno, BWC Board Liaison, Mr.
Pedrick, or to him.

Ancillary fund rates: Coal miners fund
Liz Bravender, Actuarial Director, reported on the ancillary fund rate recommendations. Mr. Bryan
indicated that the “Discussion” items on the ancillary funds may become “Action” items if the
Actuarial Committee is comfortable with the rate recommendations of BWC.

Ms. Bravender reported that the Coal Workers Pneumoconiosis Fund currently has a moratorium
on collection of premiums for employers subscribing before May 15, 1999, and only collects
premiums for eight subscribers added since that date. BWC and Oliver Wyman recommend no
change.

Ms. Falls noted that liabilities of the Coal Workers' Pneumoconiosis Fund are $63 million and
asked what the undiscounted amount is. Jeffrey Scott, Oliver Wyman, estimated that the
undiscounted amount was about double the stated liability.

Ms. Ryan reported that legislation was introduced on April 23 in the Senate to permit transfer of
earnings of the Coal Workers' Pneumoconiosis Fund to a mine safety program. This legidative
proposal does not affect the rate recommendation.

Mr. Matesich moved that the Actuarial Committee of the Bureau of Workers Compensation Board
of Directors consent to the Administrator’s recommendation of taking no rate change in the rates
for the Coal Workers Pneumoconiosis Fund, and maintaining the moratorium on premium
collections for employers who have been subscribers to the fund since May 15, 1999. The mation
consents to retaining Rule 4123-17-20 of the Administrative Code, Employer Contribution to the
Coa Workers Pneumoconiosis Fund, as presented here today. Mr. Hummel seconded the motion.

Ms. Falls asked why BWC did not check the block concerning input from stakeholders on the
Common Sense Business Regulation form for BWC rules. Mr. Sico replied that stakeholders were
not consulted concerning these rules because they are rating rules.

The motion was approved by unanimous roll call vote.

Ancillary fund rates: Marine industry fund
Ms. Bravender next reported on the Marine Industry Fund. Oliver Wyman had recommended that
the rate be decreased by arange from zero to 20%. BWC staff is recommending a 10% reduction.

Mr. Fulton stated that stevedore companies on the Lake Erie ports claim they are paying too much
for insurance and have sponsored |egislation to remove Ohio workers compensation coverage when
duplicative. Accordingly, should not BWC consider a full 20% reduction? Ms. Ryan replied that a
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10% reduction is very significant and BWC was unsure whether a 20% reduction was too risky. Mr.
Pedrick added that the legislation is not yet in place and that BWC must be conservative in its rate
changes.

Mr. Harris moved that the Actuarial Committee of the Bureau of Workers Compensation Board of
Directors consents to the Administrator’s recommendation relating to the Marine Industry Fund
rates, beginning July 1, 2008, to achieve an overal ten percent (10%) decrease in the total
collectible premium rate from the previous year. The motion consents to amending Rule 4123-17-
19 of the Administrative Code, Employer Contribution to the Marine Industry Fund, as presented
here today. Mr. Matesich seconded and the motion was approved by a unanimous roll call vote.

Ancillary fund rates: Disabled workers relief funds
Ms. Bravender reported on the rate recommendations for the Disabled Workers' Relief Funds
(DWRF) for al employer groups. For private employers, BWC and Oliver Wyman recommend a
reduction to $0.08 per hundred dollars of payroll. For public employer taxing districts and public
employer state agencies, BWC recommends that rates remain the same at six cents and five cents,
respectively.

Mr. Bryan asked why there are two funds. Ms. Bravender replied that at the time the DWRF Fund
Il was created, DWRF | had a maximum 10 cents rate and operated at a deficit. So the Genera
Assembly created a second fund for future claims only. The number of injured workers with claims
for injuries prior to 1987 are decreasing due to mortality and the DWRF | rate can be reduced.
BWC and Oliver Wyman recommend no change to the DWRF 1l rate of $0.10 per hundred dollars.
Mr. Bryan recommended that BWC examine DWRF with an eye to the costs and benefits of
improving injured workers benefits given the apparently minimal costs.

Mr. Fulton moved that the Actuarial Committee of the Bureau of Workers' Compensation Board of
Directors consent to the Administrator’s recommendation relating to the DWRF rule, beginning
July 1, 2008, to reduce the private employer assessment of DWRF | from nine cents per one
hundred dollar unit of payroll to eight cents per one hundred dollar unit of payroll, and maintaining
the current rate for public employer taxing districts and state agency employers. The motion
consents to amending Rule 4123-17-29 of the Administrative Code, “Disabled Workers' Relief
Fund: Employers Assessments, and Self-Insurers’ Payments,” as presented here today. Mr. Harris
seconded and the motion was approved by a unanimousroll vote.

Mr. Bryan tabled the discussion on self-insured assessments.

Administrative cost fund (ACF) methodology

Tracy Vaentino, Chief, Fiscal & Planning Division, provided an educational session on the ACF.
She reported that since 1990, BWC has been required to allocate portions of the assessment to the
four employer groups. The assessment process involves undertaking a cost alocation study; a
review by management; and obtaining approval by the Administrator and Workers Compensation
Board. The major rate variables are the administrative budget, the allocation methodology, prior
period expenses, assessment allocation base, and the ACF cash balance. The presentation included
tablesfor prior years' rates.



Mr. Bryan remarked that the role of the Actuarial Committee should be to look at the rate and, if
too high, recommend greater efficiencies in operation of BWC. Ms. Ryan replied that the ACF
assessment is driven by several factors and that greater efficiency is only one of them. Mr. Lhota
asked if approval was needed from the Industrial Commission on its portion of the ACF. Ms.
Valentino replied that none was needed.

Oliver Wyman split plan study

William Hansen, Oliver Wyman, reported on the split plan experience-rating project. He first
reviewed the principles of experience rating. For the first phase of the project, Oliver Wyman will
analyze a split plan using Ohio data, capturing impacts on base rates, credibility levels, experience
modifiers, and individual premiums. Then Oliver Wyman will create actuarially sound parameters
for a split plan including state average cost per claim, maximum single loss, credibility parameters,
primary and excess expected loss rates, and qualification minimums. Mr. Hansen presented tables
showing how loss ratios of segments move towards the total average for: loss ratios by group status,
loss ratios by premium size, and experience rated loss ratios by size and quintile. A final report is
expected by the June meeting.

MIRA web design and transparency
Mr. Bryan tabled the presentation on MIRA Web Design and Transparency.



CHIEF ACTUARIAL OFFICER REPORT

Mr. Pedrick reported that Fair Isaac, the vendor for MIRA 1 and 2, had recently
undergone a reorganization that briefly affected its responses to BWC. Fair Isaac has informed
BWC that the reorganization enables it to concentrate on its core function—analytics—and will
be able to meet requirements for MIRA 2 implementation.

ADJOURNMENT

There was a motion by Mr. Hummel, second by Mr. Harris, and adjournment by Mr.
Bryan.

Prepared by: Larry Rhodebeck, BWC Staff Counsel
H:\Word\Id\WCB Actrl 0408.doc
May 2, 2008



BWC Board of Directors
7/1/08 Administrative Assessments

Executive Summary

The agenda for the May meeting of the Bureau of Workers Compensation Board of Directors includes
the rules for the administrative assessments. The rates presented will be those recommended by the
Administrator and the Chairman of the Ohio Industrial Commission for the approva of the Workers
Compensation Board of Directors. |If consent is obtained, the rules will be filed with the Legislative
Services Commission and the Secretary of State and will become effective July 1, 2008.

Employersin the State of Ohio pay annual assessments that are used to fund the operating expenditures of
BWC and the Industrial Commission. Assessments for administrative rates are authorized by the Ohio
Revised Code, which requires periodic studies and calculations in order to establish an assessment. The
Ohio Revised Code establishes that a separate rate be calculated for BWC and the Industrial Commission.

The rates were calculated based on the results of the annual administrative cost allocation study. The
principle followed in the cost allocation study was that administrative costs alocated to each employer
group should be related to the level and type of service provided to that group by BWC and the Industrial
Commission. In the course of the study, types of services provided were identified, service levels were
measured, and costs were distributed using available workload statistics. Each state fund employer
group’ srateis calculated as a percentage of that group’s projected premium base. Self-insured employer’s
rate is calculated as a percentage of paid compensation.

Rule 4123-17-36 establishes the actual Administrative Cost Assessments for state-fund employers for
rating year beginning July 1, 2008. The rule reflects separate rates for BWC and the Industrial
Commission. Please note that the Self-1nsured administrative assessment is not included in thisrule but is
included in Rule 4123-17-32 which is on the agenda for this meeting.

Administrative Assessments
Presented by: Tracy L. Valentino, Chief Fiscal & Planning Officer
May 29, 2008



BWC

Administrative Cost Fund
Historical Information

Rate History- BWC
Employer
Group 7/1/04 7/1/05 7/1/06 7/1/07 7/1/08
Private 13.55% 13.55% 14.09% 14.09% 13.67%
Public - State 11.95% 11.95% 12.43% 12.43% 12.24%
Public Taxing
Districts 7.84% 7.84% 8.15% 8.15% 8.05%
Self - Insured 7.90% 7.90% 8.22% 8.22% 8.47%

Estimated Costs by Employer Group (before adjustment) -BWC
Employer
Group 2005 2006 2007 2008 2009
Private 226,891,655 | 222,566,317 | 224,978,328 | 229,631,037 | 227,762,875
Public - State 7,180,116 10,116,651 12,949,918 10,220,182 9,117,574
Public Taxing
Districts 33,028,532 33,240,424 32,672,554 | 32,158,330 30,764,459
Self-Insured 20,104,324 23,123,773 24,852,131 21,673,834 26,470,375
Total | 287,204,626 | 289,047,165 | 295,452,931 | 293,683,383 | $294,115,283
Allocation Base
Employer
Group 2005 2006 2007 2008 2009
Private 1,600,000,000 1,400,000,000 1,520,000,000 1,600,000,000 1,700,000,000
Public - State 56,000,000 60,000,000 68,500,000 70,800,000 66,400,000
Public Taxing
Districts 323,000,000 348,000,000 361,800,000 363,000,000 359,000,000
Self - Insured 240,000,000 235,000,000 227,000,000 218,000,000 219,000,000
2

Administrative Assessments
Presented by: Tracy L. Valentino, Chief Fiscal & Planning Officer
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Rate History- IC

Industrial Commission
Administrative Fund
Historical Information

Employer
Group 7/1/04 7/1/05 7/1/06 7/1/07 7/1/08
Private 1.71% 1.71% 2.27% 2.25% 1.98%
Public - State 1.97% 1.97% 3.28% 3.14% 3.27%
Public Taxing
Districts 1.13% 1.13% 1.90% 1.77% 1.75%
Self - Insured 6.66% 6.66% 7.26% 7.90% 8.34%
Estimated Costs by Employer Group (before adjustment) -IC
Employer
Group 2005 2006 2007 2008 2009
Private 29,371,464 33,258,511 34,002,366 33,148,265 34,454,723
Public - State 1,496,664 1,792,268 1,938,889 2,012,677 2,221,355
Public Taxing
Districts 5,044,410 5,693,436 5,816,667 5,765,420 6,427,285
Self-Insured 18,087,462 18,998,035 18,084,328 17,075,852 18,696,002
Total | 54,000,000 59,742,250 59,842,250 58,002,213 61,799,365

Administrative Assessments
Presented by: Tracy L. Valentino, Chief Fiscal & Planning Officer

May 29, 2008




4123-17-36 Administrative cost contribution.

(A) The administrator of workers compensation, with the advice and consent of the bureau of
workers compensation eversight—commission board of directors, has authority to calculate
contributions to the administrative cost fund by employers pursuant to sections 4121.121, 4123.341,
and 4123.342 of the Revised Code. The administrator hereby sets administrative cost rates as
indicated in paragraph (D) of this rule for the bureau of workers compensation and the bureau of
workers compensation eversight-commission board of directors. Based upon the information
provided to the administrator by the industrial commission pursuant to section 4123.342 of the
Revised Code, the administrator, with the approval of the chairperson of the industrial commission,
hereby sets administrative cost rates as indicated in paragraph (E) of this rule for the industrial
commission.

(B) The administrative cost rate for each employer's assessment, except for self-insuring
employers, is calculated as follows:

() If the employer qualifies for experience rating, either as an individual or through participation in
group rating, the assessment is calculated based on a percentage of the employer’s experience rated
premium.

(2) If the employer is not experience rated, the assessment is calculated based on a percentage of
the employer’ s base rate premium.

(3) If the employer is retrospectively rated, the assessment is calculated based on a percentage of
the employer’s experience rated premium or base rated premium (but not the minimum premium
percentage from the retrospective rating plan) that the employer would have paid if the employer
were not participating in retrospective rating.

(4) For state agencies, including state universities and state university hospitals, the assessment is
calculated based on a percentage of the employer’s premium.

(C) Whenever administrative cost rates established under this rule and rule 4123-17-32 of the
Administrative Code prove inadequate or excessive, the same may be adjusted at any time during
the biennial period.

(D) Administrative cost rates for the bureau of workers compensation and bureau of workers

compensation eversight-commissien board of directors.

(2) Private employers: 13.67 2409 per cent of premium effective July 1, 2007 2008.

Administrative Assessments
Presented by: Tracy L. Valentino, Chief Fiscal & Planning Officer
May 29, 2008



(2) Public employer taxing districts: 8.05 85 per cent of premium effective January 1, 2007 2008.
(3) Public employer state agencies: 12.24 12:43 per cent of premium effective July 1, 2007 2008.
(E) Administrative cost rates for the industrial commission.

(2) Private employers: 1.98 2:25 per cent of premium effective July 1, 2007 2008.

(2) Public employer taxing districts: 1.75 -7 per cent of premium effective January 1, 2007 2008.

(3) Public employer state agencies: 3.27 3:24 per cent of premium effective July 1, 2007 2008.

Promulgated Under: 111.15
Statutory Authority: 4121.12, 4121.121
Rule Amplifies: 4123.341, 4123.342

Prior Effective Dates: 7/1/90, 7/1/91, 7/1/91, 7/1/93, 7/1/94, 1/1/95, 7/1/95, 7/1/96, 7/1/97, 7/1/98, 7/1/99,
7/1/00, 7/1/01, 7/1/02, 7/1/03, 7/1/04, 7/1/06, 7/1/07

Administrative Assessments
Presented by: Tracy L. Valentino, Chief Fiscal & Planning Officer
May 29, 2008



Administrative Cost Fund (ACF) Model
Calculated Fiscal Year 2009 Rates

Ohio Bureau of Workers' Compensation

Exhibit A

FY 2009 Net FY 2009 Rate FY 2009
Expected Annual Estimated Allocation Recommended FY 2008
Employer Group Costs Adjustment Estimated Base Rate Rates |% Change
Private (PA) 229,694,878 2,649,222 $232,344,100 1,700,000,000 13.67% 14.09% -3.00%
Public State (PS) 7,528,633 601,084 $8,129,717 66,400,000 12.24% 12.43% -1.50%
Public Taxing Districts (PC) 25,521,804 3,370,965 $28,892,769 359,000,000 8.05% 8.15% -1.25%
Self-Insured (SI) 17,500,749 1,041,105 $18,541,854 219,000,000 8.47% 8.22% 3.00%
Total| $280,246,064 7,662,376 $287,908,440

280,246,064
Fiscal year 2009 Appropriation 294,115,283

(13,869,219) -4.72%
Prepared by: Tracy Valentino, Chief Fiscal & Planning Officer, Ohio Bureau of Workers' Compensation
Industrial Commission of Ohio

FY 2009 Net FY 2009 Rate FY 2009

Actual Annual Estimated Allocation Recommended FY 2008
Employer Group Budget Adjustment Costs Base Rate Rates |% Change
Private (PA) 34,454,723 (791,241) $33,663,482 1,700,000,000 1.98% 2.25% -11.99%
Public State (PS) 2,221,355 (51,013) $2,170,343 66,400,000 3.27% 3.14% 4.10%
Public Taxing Districts (PC) 6,427,285 (147,600) $6,279,684 359,000,000 1.75% 1.77% -1.17%
Self-Insured (SI) 18,696,002 (429,347) $18,266,655 219,000,000 8.34% 7.90% 5.58%
Total| $61,799,365 (1,419,201) $60,380,164
Dollars Collected if rates levels
remained the same as FY
2008 63,990,260
(3,610,096) -5.64%

Prepared by: John Georgition, C.P.A., Chief Financial Officer, Industrial Commission of Ohio

NOTES:
1) Premium is the allocation base for PA, PS, and PC employers. Paid Compensation is the allocation base for S| employers.

2) The rates for PA, PS, and PC employers are a percentage of premium. S| employers are a percentage of paid compensation.



Self-Insured Employers Guaranty Fund (SIEGF)
And Self-Insured Employers Assessment
Executive Summary

Description of Fund: The Self-Insured Employers Assessment Fund is established to support the
safety and hygiene fund, the administrative cost fund, and the portion of the surplus fund that is
mandatory as they relate to self-insured employers. The Self-Insured Employers Guaranty Fund
(SIEGF) and the former Self-Insured Surety Bond Fund (SBF) provide for payment of
compensation and benefits to injured workers of bankrupt self-insured employers. Claims with
injury dates prior to 1987, self-insured employers provided security in the form of aletter of credit
or abond from private insurance carriers to cover the cost of claims in the event of bankruptcy or
default. Thisisreferred to as the Surety Bond Fund (SBF). It was replaced in 1993 by the Self-
Insured Employers Guaranty Fund (SIEGF) for claims with injury dates after 1986.

Benefits provided by the SIEGF and SBF funds: All injured worker benefits (including DWRF)
that would normally be paid by the self-insured employer that has defaulted.

SIEGF Rate Method: The BWC isto maintain a minimum balance of funds in the SIEGF at rates
aslow as possible to assure sufficient moneys to guarantee the payment of any claims against the
fund. The Ohio Administrative Code 4123-19-15 (B) requires the SIEGF to maintain a minimum
balance of 1.25 times the previous years annual claims disbursements. When the BWC determines
that the SIEGF has insufficient funds, an assessment is necessary to ensure the minimum balancein
the fund and will assess all self-insuring employers an annual contribution. New self-insuring
employerswill be assessed six percent of base rate premium as reported on the last two six month
payroll reports for the first three years of self-insurance. When a self-insured employer defaults on
its self-insured workers' compensation obligations, the BWC moves to recover monies paid from
the SIEGF and SBF by filing bankruptcy claims and by drawing on additional security that may
have been placed in BWC' s favor by the defaulting employer.

Thefollowing isalist of the assessments:

1. Mandatory Surplus Fund (Sl Surplus Fund): This assessment isto fund costs charged
to the Self-Insured Mandatory Surplus Fund which is an account of the Surplus Fund of
the State Insurance Fund. These costs are primarily for claims with injury dates prior to
1987 of bankrupt self-insured employers and for specific medical costs such as some
medical exams and prostheses.

2. Self-Insured Employers Guaranty Fund (SIEGF Fund): This assessment isto fund the
costs charged to the SIEGF. These costs are for claims of bankrupt self-insured
employers with injury dates after 1986, and for the costs of DWRF on all claims of
bankrupt self- insured employers with any injury date.

3. Administrative Cost Fund (ACF): This assessment is to fund the administrative costs
for the BWC and IC, for only the activities that support the self-insured employers.

4. Safety and Hygiene Fund (S&H Fund): This assessment is to fund the work of the
Division of Safety and Hygiene for self-insured employers.




5. Optiona Rehabilitation Program (SI Surplus Fund): This assessment mutualizes the
costs of rehabilitation among the self-insured participantsin this program. Currently,
three self-insured employers participate.

6. Optiona Handicap Program (SI Surplus Fund): This assessment mutualizes the costs
of handicap claims among the self-insured participants of this program. Currently,
there are no self-insured employers participating.

7. Optiona Disallowed Claim Reimbursement Program (SI Surplus Fund): This
assessment mutualizes the costs of disallowed claims among the self-insured employers
in this program. Thiswas anew program beginning last year and is designed to
reimburse self-insured employers for claim costs ordered to be paid by the Industrial
Commission that were ultimately denied. Currently, five hundred ninety-four self-
insured employers participate.

Number of Bankrupt Ohio Employers. 242

Payment

Amountsasof | SIEGF

5/9/2008 by Disbur sements

Calendar Number of bankruptcy by calendar
Y ear Bankruptcies | yearl year?
1987 12 $12,504,237
1988 11 20,511,090
1989 4 6,345,532 $536,613
1990 13 18,700,286 871,542
1991 8 10,002,568 1,893,236
1992 14 23,756,477 2,983,798
1993 7 10,701,304 4,775,129
1994 1 470,836 3,682,184
1995 3 19,903,175 2,495,841
1996 4 5,733,046 3,002,436
1997 2 2,654,552 3,560,750
1998 6 2,706,022 4,066,601
1999 4 8,836,535 1,742,639
2000 12 6,408,633 3,548,229
2001 14 20,761,161 2,779,046
2002 24 69,931,977 15,920,989
2003 13 9,403,461 17,295,253
2004 23 20,511,705 17,982,107
2005 8 1,658,069 18,021,985
2006 8 2,312,351 18,289,499
2007 9 1,050,124 17,547,887
2008 to date 3 10,051

1. From Data Warehouse
2. From Cash Basis Financial Statements




Bankruptcy Counts

Self-Insured Employers Guarantee Fund Disbursements and Bankruptcy Counts

30 $20,000,000
-+ $18,000,000
25 + 24 23
LTV Steel, / + $16,000,000
Buckeye Steel and Penn Traffic
American Steel (Big Bear
files bankruptcy in Stores) files 1 $14,000,000
20T 2002 bankruptcy in
2004 + $12,000,000
15 + 13 14 -+ $10,000,000
12 12
11 14 13 + $8,000,000
10 | 9
+ $6,000,000
° 8
8 4 8 -+ $4,000,000
51 4
4 = 1 + $2,000,000
3 3
0 : : : : : : : : : : : : : : : : : : : 1 1 $0

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

SIEGF Calendar Year
Begins in
1987 === Bankruptcy Counts === Disbursements

Disbursements



Self-Insuring Employer Assessment
Funds

Mandatory

Optional

Assessment Rates

Per $1.00 Paid Comp

2007/2008
7/1/2004  7/1/2005 7/1/2006  7/1/2007 | 7/1/2008 Change
1. Surplus Fund (mandatory) 0.0450 0.0706 0.0706 0.0450 0.0450 +0.0000
2. Self-Insuring Employer Guaranty Fund 0.1400 0.1349 0.1349 0.0527 0.0527 +0.0000
3. Administrative Cost Fund: BWC 0.0790 0.0790 0.0822 0.0822 0.0847 +0.0025
3. Administrative Fund: IC 0.0666 0.0666 0.0726 0.0790 0.0834 +0.0044
4. Safety & Hygiene Fund 0.0098 0.0098 0.0098 0.0098 0.0098 +0.0000
Mandatory Assessments 0.3404 0.3609 0.3701 0.2687 0.2756 +0.0069
5. Surplus Fund (rehabilitation) 0.1300 0.1300 0.1300 0.1300 0.1300 +0.0000
6. Surplus Fund (handicap) 0.2480 0.2480 0.2480 0.2480 0.2480 +0.0000
7. Surplus Fund (disallowed claims) n/a n/a n/a 0.0236 0.0285 +0.0049
Self-Insured Assessment Rates
01612 Mandatory
0.1800 01548  0.1681
ol 0'1456'56 = 0.1400 0-1349 01349
0.1400 + i O 7/1/2004
0.1200 + @ 7/1/2005
0.1000 + 0 7/1/2006
@ 7/1/2007
0.0800 1 0.0450 00527 O 7/1/2008
0.0600 + 0.0450 00527 | — |

0.0400 +

0.0200 +

0.0000

0.0098 .0098
0.0098 0.0098 0.009:

g
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Surplus Fund (mandatory) Administrative
Assessments

Safety & Hygiene Fund

Self-Insuring Employer

Guaranty Fund

e Mandatory Assessment Rates based upon Paid Compensation of $219,000,000

e Surplus Fund (mandatory) Regular Disbursements less Adjustments is $9,860,000

e Surplus Fund (disallowed claims) Claim Disbursements are $2,455,000 and based
upon paid compensation of $86,000,000

o SIEGF Total Assets as of December 31, 2007 are $52,530,000 and Current Year
Disbursements are $26,769,000 (includes MCO fees)

¢ Projected Rehabilitation Reimbursements are $48,505 and based upon paid
compensation of $373,000



Common Sense Business Regulation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-17-32

Rule Review

1.

8 ©

10.

11.

12.

X] Theruleisneeded to implement an underlying statute.

Citation: __R.C. 4121.37, 4121.66, 4123.34, 4123.342, 4123.343, 123.35

DX] The rule achieves an Ohio specific public policy goal.

What goal(s): __ The rule notifies self-insured employers of the assessments
applicable to the policy year 7/1/08 to 6/30/09.

X] Existing federal regulation alone does not adequately regul ate the subject matter.
(BWC raterules are not a federal regulatory matter.)

X] Theruleis effective, consistent and efficient.
X Theruleisnot duplicative of rules already in existence.

X Theruleis consistent with other state regulations, flexible, and reasonably
bal ances the regulatory objectives and burden.

X The rule has been reviewed for unintended negative consequences.

[ ] Stakeholders, and those affected by the rule were provided opportunity for input
appropriate.

If no, explain: Because BWC rate rules are developed based upon insurance
principles, stakeholder input is not appropriate.

DX] Therule was reviewed for clarity and for easy comprehension.
X The rule promotes transparency and predictability of regulatory activity.

X Theruleisbased on the best scientific and technical information, and is designed
so it can be applied consistently.

DX] Theruleisnot unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?

13.

X] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’ s Executive Order.



4123-17-32 Self-insuring employer assessment based upon paid compensation

The administrator of workers compensation, with the advice and consent of the workers
compensation eversight-commission board of directors, has authority to determine and
levy against self-insuring employers amounts to be paid to support the safety and hygiene
fund, the administrative cost fund, the portion of the surplus fund that is mandatory, the
portion of the surplus fund that is used for rehabilitation reimbursement subject to the
self-insuring employer's election under section 4121.66 of the Revised Code, the portion
of surplus fund that is used for handicap reimbursement subject to the self-insuring
employer's election under section 4123.343 of the Revised Code, and the portion of the
surplus fund used for claims reimbursement for self-insuring employers under division
(H) of section 4123.512 of the Revised Code, pursuant to sections 4121.12, 4121.37,
4121.66, 4123.34, 4123.342, and 4123.35 of the Revised Code in conjunction with rule
4123-19-01 of the Administrative Code. The administrator hereby sets the self-insuring
employer assessments to be effective July 1, 2007 2008, for the period July 1, 2007 2008,
to June 30, 2008 2009, payable in two equal remittances by February 29 28, 2008 2009,
and August 31, 2008 2009, as follows:

(A) The assessments shall be on the basis of the paid compensation attributable to the
individual self-insuring employer as a fraction of the total amount of paid compensation
for the previous calendar year attributable to al amenable self-insuring employers.

(B) Paid compensation means al amounts paid by a self-insuring employer for living
maintenance benefits, all amounts for compensation paid pursuant to sections 4121.63,
4121.67, 4123.56, 4123.57, 4123.58, 4123.59, 4123.60 and 4123.64 of the Revised Code,
all amounts paid as wages in lieu of such compensation, all amounts paid in lieu of such
compensation under a non-occupational accident and sickness program fully funded by
the self-insuring employer, and all amounts paid by a self-insuring employer for a
violation of a specific safety standard pursuant to section 35 of article I, Ohio
Constitution and section 4121.47 of the Revised Code. Any reimbursement received
from the surplus fund pursuant to section 4123.512 of the Revised Code by a self-
insuring employer for any such payments or compensation paid shall be applied to reduce
the amount of paid compensation reported in the year in which the reimbursement is
made. Any amount recovered by the self-insuring employer under section 4123.931 of
the Revised Code and any amount that is determined not to have been payable to a
claimant in any final administrative or judicial proceeding shall be deducted, in the year
collected, from the amount of paid compensation reported.

(C) The assessments shall be computed for al self-insuring employers operating in Ohio
by multiplying the following rates by the individual self-insuring employer's paid
compensation for calendar year 2006-2007:

(1) Safety and hygiene fund: .0098.
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(2) Administrative cost fund, BWC: -6822 .0847.
(3) Administrative cost fund, IC: -6790 .0834.
(4) Surplus fund (mandatory): .0450.

(D) The assessment to fund the portion of the surplus fund that is used for rehabilitation

reimbursement for all self-insuring employers who have not made an election to opt out
of the rehabilitation reimbursement program under the provisions of section 4121.66 of
the Revised Code shall be computed by multiplying the following rate by the individual
self-insuring employer's paid compensation for calendar year 2006 2007:

(1) Surplus fund (rehabilitation): .1300.

(E) The assessment to fund the portion of the surplus fund that is used for handicap
reimbursement for all self-insuring employers operating in Ohio who have not made an
election to opt out of the handicap reimbursement program under the provisions of
division (G) of section 4123.343 of the Revised Code shall be computed by multiplying
the following rate by the individual self-insuring employer's paid compensation for
calendar year 2006 2007:

(1) Surplus fund (handicap): .2480.

(F) The assessment to fund the portion of the surplus fund that is used for claims
reimbursement for all self-insuring employers operating in Ohio who have not made an
election to opt out of the right to reimbursement under the provisions of division (H) of
section 4123.512 of the Revised Code shall be computed by multiplying the following
rate by the individual self-insuring employer’s paid compensation for calendar year 2006
2007:

(1) Surplus fund (disallowed claims reimbursement): .0236-.0285.

(G) An employer who no longer is a self-insuring employer in Ohio or who no longer is
operating in this state shall continue to pay assessments for administrative costs and for
the portion of the surplus fund that is mandatory. The assessments shall be computed by
such employer by multiplying the following rates by the individual employer's paid
compensation for calendar year 2006 2007:

(1) Administrative cost fund, BWC: -06822 .0847.

(2) Administrative cost fund, 1C: -6790 .0834.

(3) Surplus fund (mandatory): .0450.

(H) If the paid compensation for a self-insuring employer for calendar year 2006 2007 is
less than thirteen thousand etght four hundred and eighty—eight fifty eight dollars and
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erghty-riae ninety five cents, the minimum assessments shall be paid as follows:

(1) Safety and hygiene fund: $136:11 $131.90.

(2) Administrative cost fund, BWC: $1,141.67 $1,139.97.

(3) Administrative cost fund, IC: $1097.22 $1,122.48.

(4) Surplus fund (mandatory): $625.00 $605.65

If the paid compensation for calendar year 2006 2007 for a self-insuring employer which
has not made an election to opt out of the rehabilitation reimbursement program effective
on or before July 1, 2067 2008 is less than fifteen thousand three hundred and eighty four
dollars and sixty two cents, the minimum assessment for the surplus fund (rehabilitation)
shall be two thousand dollars.

If the paid compensation for calendar year 2006 2007 for a self-insuring employer which

has opted to participate in the handicap reimbursement program is less than fifty
thousand dollars, the minimum assessment for the surplus fund (handicap) shall be
twelve thousand four hundred dollars.

Assessments are applicable only for the funds to which payments must be made based
upon the status and the options exercised relative to the handicap reimbursement program
and the rehabilitation reimbursement program.

An employer who no longer is a self-insuring employer in Ohio or no longer is operating
in this state and who has less than thirteen thousand eight four hundred and eighty-eight

fifty eight dollars and etghty-—eight ninety five cents in paid compensation for calendar
year 2006 2007 shall have a reduced minimum assessment. The minimum assessment
shall be ninety per cent of the above minimum assessments in this paragraph in the year
after becoming inactive, eighty per cent in the following year, seventy per cent in the
following year, and so forth, being reduced ten per cent each year, until the assessment is
phased out over ten years.

(D If an individual self-insuring employer has become self-insured in the last five years
(on or after July 1, 2662 2003) paid compensation shall be as defined in paragraph (B) of
this rule and shall additionally include compensation paid in calendar year 2006 2007 by
the state insurance fund for claim costs directly attributable to the employer prior to
becoming self-insured.

(J) The initia assessment to a self-insuring employer in its first calendar year of
operation as a self-insuring employer shall be prorated to cover the time period that self-
insurance was in effect, but shal not be less than the minimum assessment for a self-
insuring employer as provided in paragraph (H) of thisrule.

(K) Pursuant to rule 4123-19-15 of the Administrative Code, the following assessment,
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to be hilled and payable in two equal remittances by February 29 28, 2008 2009, and
August 31, 2008 2009, shall be computed for all self-insuring employers by multiplying
the following rate by the individual self-insuring employer's paid compensation for
calendar year 2006 2007:

(1) Self-insuring employer guaranty fund: .0527.

(L) If an employer failsto pay the assessment when due, the administrator may add alate
fee penalty of not more than five hundred dollars to the assessment plus an additional
penalty amount as follows:

(1) For an assessment from sixty-one to ninety days past due, the prime interest rate,
multiplied by the assessment due;

(2) For an assessment from ninety-one to one hundred twenty days past due, the prime
interest rate plus two per cent, multiplied by the assessment due;

(3) For an assessment from one hundred twenty-one to one hundred fifty days past due,
the prime interest rate plus four per cent, multiplied by the assessment due;

(4) For an assessment from one hundred fifty-one to one hundred eighty days past due,
the prime interest rate plus six per cent, multiplied by the assessment due;

(5) For an assessment from one hundred eighty-one to two hundred ten days past due,
the prime interest rate plus eight per cent, multiplied by the assessment due;

(6) For each additional thirty-day period or portion thereof that an assessment remains
past due after it has remained past due for more than two hundred ten days, the prime
interest rate plus eight per cent, multiplied by the assessment due.

For purposes of this division, "prime interest rate" means the average bank prime rate,
and the administrator shall determine the prime interest rate in the same manner as a
county auditor determines the average bank prime rate under section 929.02 of the
Revised Code.



Operating Statement

Receipts:
Assessments SIEGF rate

Assessment New Self Insured Policies

Investments
Total Receipts

Disbursements:

Surety Losses

MCO Fees Paid

Interest Expense

Prior Period Disbursements

DWRF Losses

Total Disbursements

Net Receipts Over (Under)
Disbursements

Beginning Net Asset Balance

Ending Net Asset Balance

OHIO BUREAU OF WORKERS' COMPENSATION
SELF INSURING EMPLOYERS' GUARANTY FUND (FORMERLY SURETY BOND FUND)
CASH BASIS FINANCIAL STATEMENTS

FOR THE 12 MOS ENDED DECEMBER 31 2007

Actuarial Actuarial
Estimate Estimate
2003 2004 2005 2006 2007 2008 2009
0 17,826,960 35,253,334 35,190,892 30,667,466 11,541,300 11,541,300
3,698,490 6,486,307 7,405,906 7,484,922 6,676,217 5,000,000 5,000,000
817,932 2,592 215,993 1,416,986 2,385,513
4,516,422 24,315,859 42,875,233 44,092,800 39,729,196 16,541,300 16,541,300
17,295,253 17,982,107 18,021,985 18,289,499 17,547,887 18,847,887 18,847,887
6,187,535 1,256,122 1,293,806
15,122 75,838 29,788 0

2,932,513 3,128,710 2,819,924 3,039,789 3,033,293 3,033,293 3,033,293
20,242,888 21,186,655 20,871,697 21,329,288 26,768,715 23,137,302 23,174,986
(15,726,466) 3,129,204 22,003,536 22,763,512 12,960,481 (6,596,002) (6,633,686)
7,400,305 (8,326,161) (5,196,957) 16,806,579 39,570,091 52,530,572 45,934,570
(8,326,161) (5,196,957) 16,806,579 39,570,091 52,530,572 45,934,570 39,300,884

Note - In calendar year 2007 Financial Reporting will be recording the following MCO fees for Sdlf Insured Employers:

Actuarial Estimates for 2008 & 2009

Assessments SIEGF rate - used paid compensation basis of $219,000,000 * 0.0527 (7/1/2007 &

7/1/2008 SIEGF rate)

MCO fees - report titled "Allocation of MCO Fees to Employer Types for 2008" from the MCO

Business & Reporting Unit . 3% increasein 2009
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Private Employers Premium Rates
Executive Summary

Employer Group: Private Employers

Policy Year: 7-1-2008 through 6-30-2009

Rate Method: Calculate and apply premium rates designed to provide premiums to meet the
costs of injuries and occupational diseases that have injury dates during the policy year.
Attached on page 3, is atable showing the rate changes over the past several years.

Rate Rule Process:

The Administrator of Ohio Bureau of Workers' Compensation recommends to the
Workers Compensation Board of Directors an overall rate change based upon arate
indication developed by the BWC' s consulting actuary, Oliver Wyman and discussion and
analysis with the Chief Actuarial Officer.

The Workers' Compensation Board of Directors provided advice and consent to the overall
rate change of 5.0 percent decrease at the April 2008 meeting.

The Administrator provides specific rules that are necessary to implement the approved rate
change (Rules 4123-17-05 and 4123-17-06) at the May 2008 Actuarial Committee meeting
using the approved rate recommendation.

The Actuarial Committee recommends to the Workers' Compensation Board of Directors
rules 4123-17-05 and 4123-17-06 for approval.

Rules are filed with Legidative Services Commission and Secretary of State by June 20,
2008. Theserules are not chapter 119 rules and therefore, are not subject to public
hearings.

Rules become effective July 1, 2008.



7-1-2008 Rate Summary

Private Employer Premium Rates

1 Change in private employer premium rates at the industry level:
Industry Name Per cent Average
Group Change | Coallectible Rate
per $100 Unit of
Payroll
1 Agriculture -1% $3.72
2 Extraction -7% $4.08
3 Manufacturing -3% $3.29
4 Construction -6% $4.58
5 Transportation -10% $6.05
6 Utility 23% $1.36
7 Commercial -2% $2.64
8 Service -3% $1.72
9 High Risk Commercial/Service -4% $3.26
10 Office Work/Miscellaneous 0% $0.19
Total -5% $1.76
2. Projected payroll is$96.1 billion. Estimated premium is $1.690 billion.
3. Average assessment for a private employer per $100 of reported payroll:
Premium (average collectible base rate) $1.7600
Administrative Cost (BWC) 13.67% .2406
Administrative Cost (1C) 1.98% .0348
Disabled Workers Relief Fund .0800
Additional Disabled Workers Relief Fund (.1% of premium at base rate) .0018
Total average collectible rate 21172




Historical
Percent Changein Private Employer
Collectible Premium

Period Per cent Change Period Per cent Change
7-1-60 3.7% increase 7-1-1992 3.5% increase
7-1-61 No Change 7-1-1993 No Change
7-1-62 6.4% increase 7-1-1994 No Change
7-1-63 2.1% increase 7-1-1995 7.3% decrease
7-1-64 1.5% increase 7-1-1996 6% decrease
7-1-65 .6% decrease 7-1-1997 15% decrease
7-1-66 4.9% decrease 7-1-1998 6% decrease
7-1-67 1.9% increase 7-1-1999 3% decrease
7-1-68 .2% decrease 7-1-2000 5% decrease

(no change)
7-1-69 2.2% decrease 7-1-2001 5% decrease
7-1-70 5.6% decrease 7-1-2002 No Change
7-1-71 12.5% increase 7-1-2003 9% increase
7-1-72 13.1% increase 7-1-2004 2% increase
7-1-73 17.3% increase 7-1-2005 4.4% increase
7-1-74 7.8% decrease 7-1-2006 3.9% increase
7-1-75 10.5% increase 7-1-2007 No Change
7-1-76 28.8% increase 7-1-2008 5.0% decrease
7-1-77 29.7% increase
7-1-78 19.4% decrease
7-1-79 3% decrease
7-1-80 No Change
7-1-81 3% decrease
7-1-82 1% decrease
7-1-83 3% decrease
7-1-84 6% decrease
7-1-85 6% increase
7-1-86 6% decrease
7-1-87 30% increase
7-1-88 15% increase
7-1-89 9.5% increase
7-1-90 No Change
7-1-91 4.5% increase




Private Employer

Average Collectible Rate

Rating Y ear Aver age Base Rate* Average Collectible Base
Rate*
7-1-75 $1.42
7-1-76 $1.83
7-1-77 $2.38
7-1-78 $1.93
7-1-79 $1.88
7-1-80 $1.88
7-1-81 $1.83
7-1-82 $1.82
7-1-83 $1.76
7-1-84 $1.65
7-1-85 $1.75
7-1-86 $1.75
7-1-87 $2.34
7-1-88 $2.61
7-1-89 $2.78
7-1-90 $2.91
7-1-91 $2.97
7-1-92 $3.00
7-1-93 $2.85
7-1-94 $2.73
7-1-95 $2.67
7-1-96 $2.63
7-1-97 $2.17
7-1-98 $2.11
7-1-99 $2.03
7-1-2000 $1.93
7-1-2001 $1.81
7-1-2002 $1.80
7-1-2003 $1.94
7-1-2004 $1.98
7-1-2005 $1.76
7-1-2006 $1.85
7-1-2007 $1.85
7-1-2008 $1.76

* Rates have been rounded to the nearest cent
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Common Sense Business Regulation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-17-05

Rule Review
1. [X] Theruleis needed to implement an underlying statute.

Citation: __R.C. 4123.29, 4123.34

2. X Therule achieves an Ohio specific public policy goal.
What goal(s): __ Therule notifies private employers of the industry group and limited
loss ratio table used in devel oping base rates and experience modified rates for the
policy year 7/1/08 to 6/30/09.

3. X Existing federal regulation alone does not adequately regulate the subject matter.

(BWC raterules are not a federal regulatory matter.)

4. [X] Theruleiseffective, consistent and efficient.

5. X Theruleisnot duplicative of rules aready in existence.

6. [X] Theruleisconsistent with other state regulations, flexible, and reasonably
bal ances the regulatory objectives and burden.

7. X] Therule has been reviewed for unintended negative consequences.

8. [X] Therulewas reviewed for clarity and for easy comprehension.
9. [X] Therule promotes transparency and predictability of regulatory activity.

10. X] Theruleis based on the best scientific and technical information, and is designed
S0 it can be applied consistently.

11. X] Theruleis not unnecessarily burdensome or costly to those affected by rule.

If s0, how does the need for the rule outweigh burden and cost?

12. X] The Chief Legal Officer, or his designee, has reviewed the rule for clarity and
compliance with the Governor’s Executive Order.



4123-17-05 Private employer eredibHity industry group and limited lossratio tables
used for experiencerating.

The administrator of workers compensation, with the advice and consent of the bureau of
workers compensation eversight-cormmission board of directors, has authority to approve
contributions made to the state insurance fund by employers pursuant to sections 4121.121,
4123.29, and 4123.34 of the Revised Code. The administrator hereby sets the eredibHity
table industry group and limited loss ratio tables parts A; and B-and-C to be effective July
1, 2007 2008, applicable to the payroll reporting period July 1, 2067 2008, through June 30,
2008 2009, for private employers as indicated in the attached appendixes A; and B-and-C.




TABLE 1

PART A

Industry
Group

NCCI Manual Classifications

1

0005, 0008, 0016, 0034, 0035, 0036, 0037, 0079, 0083, 0113, 0170, 0251, 2702, 2709

2

1005, 1016, 1164, 1165, 1320, 1430, 1438, 1452, 1624, 1654, 1655, 1710, 4000

3

1463, 1472, 1642, 1699, 1701, 1741, 1747, 1748, 1803, 1852, 1853, 1860, 1924, 1925, 2001, 2002, 2003, 2014, 2016, 2021, 2039,
2041, 2065, 2070, 2081, 2089, 2095, 2110, 2111, 2112, 2114, 2121, 2130, 2143, 2172, 2174, 2211, 2220, 2286, 2288, 2300, 2302,
2305, 2361, 2362, 2380, 2386, 2388, 2402, 2413, 2416, 2417, 2501, 2503, 2534, 2570, 2600, 2623, 2651, 2660, 2670, 2683, 2688,
2710, 2714, 2731, 2735, 2759, 2790, 2802, 2812, 2835, 2836, 2841, 2881, 2883, 2913, 2915, 2916, 2923, 2942, 2960, 3004, 3018,
3022, 3027, 3028, 3030, 3040, 3041, 3042, 3064, 3076, 3081, 3082, 3085, 3110, 3111, 3113, 3114, 3118, 3119, 3122, 3126, 3131,
3132, 3145, 3146, 3169, 3175, 3179, 3180, 3188, 3220, 3223, 3224, 3227, 3240, 3241, 3255, 3257, 3270, 3300, 3303, 3307, 3315,
3334, 3336, 3372, 3373, 3383, 3385, 3400, 3507, 3515, 3548, 3559, 3574, 3581, 3612, 3620, 3629, 3632, 3634, 3635, 3638, 3642,
3643, 3647, 3648, 3681, 3685, 3803, 3807, 3808, 3821, 3822, 3824, 3826, 3827, 3830, 3851, 3865, 3881, 4021, 4024, 4034, 4036,
4038, 4053, 4061, 4062, 4101, 4111, 4112, 4113, 4114, 4130, 4131, 4133, 4150, 4206, 4207, 4239, 4240, 4243, 4244, 4250, 4251,
4263, 4273, 4279, 4282, 4283, 4299, 4304, 4307, 4351, 4352, 4360, 4410, 4420, 4431, 4432, 4439, 4452, 4459, 4470, 4484, 4493,
4557, 4558, 4561, 4568, 4581, 4583, 4611, 4635, 4653, 4665, 4670, 4683, 4686, 4692, 4693, 4703, 4717, 4720, 4740, 4741, 4751,
4771, 4825, 4828, 4829, 4902, 4923, 5951, 6504, 6811, 6834, 6854, 6882, 6884, 9501, 9505, 9522

0042, 0050, 0106, 1322, 3069, 3365, 3719, 3724, 3726, 5020, 5022, 5037, 5040, 5057, 5059, 5069, 5102, 5146, 5160, 5183, 5188,
5190, 5213, 5215, 5221, 5222, 5223, 5348, 5402, 5403, 5437, 5443, 5445, 5462, 5472, 5473, 5474, 5478, 5479, 5480, 5491, 5506,
5507, 5508, 5535, 5537, 5538, 5551, 5605, 5606, 5610, 5645, 5651, 5703, 5705, 6003, 6005, 6017, 6018, 6045, 6204, 6206, 6213,
6214, 6216, 6217, 6229, 6233, 6235, 6236, 6237, 6251, 6252, 6260, 6306, 6319, 6325, 6400, 7538, 7601, 7605, 7611, 7612, 7613,
7855, 8227, 9534, 9554

2701, 6704, 7133, 7222, 7228, 7229, 7230, 7231, 7232, 7370, 7380, 7382, 7403, 7405, 7420, 7421, 7422, 7425, 7431, 7705, 8385

7502, 7515, 7520, 7539, 7540, 7580, 7600, 8901

0400, 0401, 2105, 2131, |2157), 4361, 7390, 8001, 8002, 8006, 8008, 8010, 8013, 8015, 8017, 8018, 8021, 8031, 8032, 8033, 8039,
8044, 8045, 8046, 8047, 8058, 8072, 8102, 8103, 8105, 8106, 8107, 8111, 8116, 8203, 8204, 8209, 8215, 8232, 8233, 8235, 8263,
8264, 8265, 8288, 8304, 8350, 8380, 8381, 8393, 8500, 8745

0917, 2585, 2586, 2587, 2589, 4362, 5191, 5192, 6836, 7360, 7610, 8279, 8291, 8292, 8293, 8392, 8601, 8720, 8799, 8800, 8824,
8825, 8826, 8829, 8831, 8832, 8833, 8835, , , 8868, 8869, 8989, 9012, 9014, 9015, 9016, 9019, 9033, 9040, 9044, 9052,
9058, 9059, 9060, 9061, 9062, 9063, 9082, 9083, 9084, 9089, 9093, 9101, 9102, 9154, 9156, 9170, 9178, 9179, 9180, 9182, 9186,
9220, 9516, 9519, 9521, 9586, 9600, 9620

4511, 4777, 7590, 7704, 7710, 7711, 7720, 7772, 8606, 9088, 9402, 9403, 9984, 9985
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TABLE 1

PART B

INDUSTRY GROUP

(LLR)
Credibility 1 2 3 4 5 6 7 8 9 10
Group
1 0.3145 0.2913 0.3615 0.2668 0.2612 0.3077 0.3353 0.3552 0.2957 0.3200
2 0.3145 0.2913 0.3615 0.2668 0.2612 0.3077 0.3353 0.3552 0.2957 0.3200
3 0.4307 0.4084 0.4907 0.3833 0.3831 0.4314 0.4610 0.4872 0.4217 0.4479
4 0.5141 0.4920 0.5793 0.4687 0.4719 0.5187 0.5498 0.5790 0.5147 0.5368
5 0.6073 0.5843 0.6693 0.5629 0.5671 0.6047 0.6426 0.6729 0.6123 0.6286
6 0.6899 0.6671 0.7427 0.6461 0.6501 0.6825 0.7201 0.7483 0.6892 0.7064
7 0.7326 0.7105 0.7786 0.6894 0.6923 0.7217 0.7583 0.7849 0.7270 0.7450
8 0.7686 0.7489 0.8095 0.7277 0.7295 0.7552 0.7911 0.8160 0.7604 0.7782
9 0.8011 0.7827 0.8367 0.7623 0.7630 0.7854 0.8201 0.8434 0.7908 0.8072
10 0.8300 0.8126 0.8608 0.7938 0.7931 0.8121 0.8461 0.8676 0.8187 0.8340
11 0.8571 0.8403 0.8823 0.8227 0.8210 0.8373 0.8695 0.8890 0.8444 0.8588
12 0.8806 0.8640 0.9012 0.8491 0.8470 0.8616 0.8906 0.9076 0.8686 0.8808
13 0.9011 0.8856 0.9182 0.8732 0.8713 0.8840 0.9098 0.9239 0.8900 0.9012
14 0.9207 0.9054 0.9337 0.8954 0.8939 0.9037 0.9269 0.9385 0.9101 0.9196
15 0.9387 0.9241 0.9476 0.9162 0.9148 0.9222 0.9424 0.9517 0.9286 0.9363
16 0.9542 0.9410 0.9602 0.9354 0.9341 0.9396 0.9563 0.9635 0.9449 0.9513
17 0.9676 0.9566 0.9715 0.9531 0.9521 0.9557 0.9688 0.9742 0.9598 0.9649
18 0.9794 0.9717 0.9819 0.9697 0.9691 0.9709 0.9802 0.9838 0.9736 0.9778
19 0.9905 0.9863 0.9914 0.9854 0.9851 0.9859 0.9906 0.9923 0.9870 0.9895
20 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
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Common Sense Business Regulation (BWC Rules)
(Note: The below criteria apply to existing and newly developed rules)
Rule 4123-17-06

Rule Review
1. [X] Theruleis needed to implement an underlying statute.

Citation: __R.C. 4123.29, 4123.34

2. [X] Therule achieves an Ohio specific public policy goal.

What goal(s): __ Therule notifies private employers of the base rates for the policy year
7/1/08 to 6/30/09.

3. X Existing federal regulation alone does not adequately regulate the subject matter.
(BWC raterules are not a federal regulatory matter.)

4. [X] Theruleiseffective, consistent and efficient.
5. XI Theruleisnot duplicative of rules already in existence.

6. [X] Theruleisconsistent with other state regulations, flexible, and reasonably balances the
regulatory objectives and burden.

7. X Therule has been reviewed for unintended negative consequences.
8. [X] Therulewas reviewed for clarity and for easy comprehension.
9. [X] The rule promotes transparency and predictability of regulatory activity.

10. X} Theruleis based on the best scientific and technical information, and is designed so it can be
applied consistently.

11. X] Theruleis not unnecessarily burdensome or costly to those affected by rule.

If so, how does the need for the rule outweigh burden and cost?

12. X The Chief Legal Officer, or his designee, has reviewed the rule for clarity and compliance
with the Governor’ s Executive Order.
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4123-17-06 Private employer contributionsto the state insurance fund.

The administrator of workers compensation, with the advice and consent of the bureau of workers
compensation eversight-commission board of directors, has authority to approve contributions made to
the state insurance fund by employers pursuant to sections 4121.121, 4123.29, and 4123.34 of the
Revised Code. The administrator hereby sets the NCCI manua classification base rates, and NCCI
manual classification expected loss rates per one hundred dollar unit of payroll to be effective July 1,

2007 2008, applicable to the payroll reporting period July 1, 2007 2008, through June 30, 2008 2009, for
private employers as indicated in the attached appendix A.
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To Be Enacted
Appendix A
BUREAU OF WORKERS' COMPENSATION
NCCI BASE RATES AND EXPECTED LOSS RATES
EFFECTIVE JULY 1, 2008

Base Rates and Expected Loss Rates are for each $100 Unit of Payroll
RATES DO NOT INCLUDE ADMINISTRATIVE COST,
DWRF, OR ADDITIONAL DWRF ASSESSMENTS

Manual Expected Manual Expected Manual Expected
Base Loss Base Loss Base Loss
Number | Rate Rate Number | Rate Rate Number | Rate Rate
#0005 $4.48 $0.90 #1853 $8.74 $1.98 #2402 $10.95 $0.00
#0008 $5.03 $0.98 #1860 $5.26 $1.37 #2413 $6.75 $3.97
#0016 $25.65 $3.74 #1924 $4.52 $2.31 #2416 $4.92 $0.96
#0034 $5.77 $1.62 #1925 $7.39 $2.03 #2417 $9.67 $1.65
#0035 $4.89 $1.32 #2001 $8.24 $2.66 #2501 $5.13 $1.68
#0036 $8.65 $1.11 #2002 $11.81 $2.52 #2503 $6.79 $0.37
#0037 $16.59 $2.51 #2003 $7.43 $2.31 #2534 $7.51 $0.03
#0042 $14.00 $2.93 #2014 $8.06 $2.36 #2570 $10.91 $4.16
#0050 $10.66 $0.94 #2016 $16.47 $4.27 #2585 $8.28 $2.56
#0079 $5.56 $0.44 #2021 $6.42 $1.50 #2586 $4.94 $1.61
#0083 $12.00 $2.65 #2039 $8.93 $2.94 #2587 $11.25 $2.25
#0106 $48.19 $9.71 #2041 $6.75 $1.70 #2589 $6.02 $1.36
#0113 $2.93 $0.53 #2065 $2.82 $1.21 #2600 $5.35 $1.66
#0170 $6.08 $0.22 #2070 $5.74 $1.90 #2623 $20.00 $0.02
#0251 $10.31 $0.00 #2081 $15.45 $4.03 #2651 $2.96 $0.77
#0400 $4.51 $1.34 #2089 $17.22 $1.31 #2660 $34.14 $1.13
#0401 $4.51 $1.34 #2095 $6.35 $2.11 #2670 $8.10 $57.76
#0917 $15.14 $3.58 #2105 $5.80 $1.72 #2683 $7.78 $3.12
#1005 $4.66 $1.46 #2110 $7.68 $1.93 #2688 $2.88 $0.59
#1016 $4.88 $1.82 #2111 $4.02 $1.37 #2701 $16.11 $3.70
#1164 $35.66 $0.00 #2112 $3.42 $1.06 #2702 $49.22 $8.88
#1165 $24.78 $0.10 #2114 $5.35 $1.66 #2709 $49.22 $8.88
#1320 $7.47 $1.90 #2121 $8.83 $2.67 #2710 $14.99 $3.68
#1322 $28.06 $1.69 #2130 $4.42 $0.53 #2714 $5.10 $2.07
#1430 $48.46 $4.96 #2131 $2.12 $0.81 #2731 $8.44 $1.98
#1438 $9.53 $3.23 #2143 $6.11 $2.34 #2735 $3.64 $1.86
#1452 $6.39 $0.00 #2157 $7.92 $3.24 #2759 $12.92 $3.67
#1463 $8.16 $1.83 #2172 $5.35 $1.66 #2790 $4.35 $1.22
#1472 $6.87 $0.45 #2174 $83.50 $0.00 #2802 $8.18 $2.45
#1624 $5.44 $1.40 #2211 $6.55 $7.38 #2812 $6.72 $1.70
#1642 $3.43 $2.27 #2220 $10.63 $5.06 #2835 $8.03 $4.97
#1654 $5.86 $0.22 #2286 $39.81 $0.00 #2836 $3.38 $1.03
#1655 $2.15 $0.12 #2288 $4.55 $2.02 #2841 $7.55 $0.76
#1699 $9.29 $3.73 #2300 $5.35 $1.66 #2881 $4.74 $1.30
#1701 $6.95 $1.44 #2302 $7.95 $1.07 #2883 $8.24 $1.69
#1710 $13.83 $4.30 #2305 $7.79 $4.90 #2913 $9.36 $2.40
#1741 $17.69 $4.63 #2361 $10.53 $1.66 #2915 $12.89 $3.15
#1747 $3.57 $1.17 #2362 $8.32 $0.47 #2916 $5.72 $1.81
#1748 $8.53 $1.26 #2380 $6.31 $1.17 #2923 $3.78 $2.55
#1803 $9.82 $2.35 #2386 $3.53 $0.00 #2942 $22.85 $0.96
#1852 $5.35 $1.66 #2388 $4.28 $0.94 #2960 $5.52 $1.66
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Manual Expected Manual Expected Manual Expected
Base Loss Base Loss Base Loss
Number | Rate Rate Number | Rate Rate Number | Rate Rate
#3004 $6.29 $1.88 #3400 $6.27 $2.17 #4150 $2.19 $0.60
#3018 $5.90 $2.32 #3507 $4.62 $1.23 #4206 $5.35 $1.66
#3022 $6.07 $2.20 #3515 $8.18 $1.17 #4207 $15.49 $1.66
#3027 $3.33 $1.39 #3548 $1.70 $0.42 #4239 $5.95 $2.28
#3028 $6.77 $2.01 #3559 $2.46 $0.38 #4240 $6.14 $2.23
#3030 $10.07 $2.92 #3574 $2.47 $0.61 #4243 $5.61 $1.86
#3040 $8.07 $2.64 #3581 $3.12 $0.90 #4244 $6.19 $2.02
#3041 $7.79 $5.01 #3612 $3.47 $1.10 #4250 $3.37 $1.19
#3042 $3.96 $0.61 #3620 $7.20 $2.26 #4251 $4.46 $1.44
#3064 $6.08 $1.98 #3629 $2.36 $0.71 #4263 $5.71 $1.41
#3069 $8.34 $2.32 #3632 $4.88 $1.37 #4273 $3.49 $1.36
#3076 $6.75 $2.06 #3634 $3.41 $0.90 #4279 $6.52 $2.35
#3081 $12.13 $4.30 #3635 $3.62 $1.20 #4282 $5.35 $1.66
#3082 $14.75 $5.25 #3638 $3.38 $1.83 #4283 $3.15 $0.79
#3085 $7.40 $2.63 #3642 $2.60 $0.33 #4299 $3.20 $0.96
#3110 $10.61 $3.52 #3643 $3.72 $1.06 #4304 $5.60 $1.75
#3111 $7.24 $2.32 #3647 $3.64 $1.34 #4307 $4.29 $1.24
#3113 $3.41 $0.85 #3648 $5.08 $1.14 #4351 $2.96 $0.64
#3114 $5.14 $1.99 #3681 $2.56 $0.72 #4352 $3.56 $1.25
#3118 $3.50 $1.30 #3685 $1.43 $0.37 #4360 $15.11 $0.03
#3119 $5.35 $1.66 #3719 $5.20 $0.97 #4361 $1.70 $0.54
#3122 $4.19 $1.30 #3724 $9.57 $2.37 #4362 $2.47 $0.72
#3126 $5.81 $1.68 #3726 $5.24 $1.08 #4410 $5.76 $1.92
#3131 $1.95 $0.17 #3803 $4.73 $6.39 #4420 $7.48 $3.80
#3132 $5.91 $1.62 #3807 $13.66 $6.29 #4431 $3.85 $0.00
#3145 $4.46 $1.40 #3808 $7.10 $2.56 #4432 $3.32 $0.38
#3146 $4.41 $1.59 #3821 $14.02 $3.52 #4439 $24.73 $0.07
#3169 $4.69 $1.79 #3822 $18.62 $2.80 #4452 $6.80 $2.11
#3175 $2.02 $0.50 #3824 $6.66 $2.16 #4459 $5.34 $1.82
#3179 $3.22 $1.03 #3826 $0.90 $0.14 #4470 $4.78 $0.87
#3180 $13.25 $4.12 #3827 $1.26 $0.39 #4484 $5.56 $1.95
#3188 $6.60 $2.92 #3830 $2.96 $0.97 #4493 $8.66 $3.26
#3220 $3.41 $1.23 #3851 $26.67 $0.03 #4511 $1.30 $0.32
#3223 $14.87 $0.00 #3865 $5.76 $3.46 #4557 $4.13 $1.17
#3224 $5.02 $0.49 #3881 $8.95 $3.28 #4558 $3.36 $1.23
#3227 $7.34 $2.92 #4000 $9.33 $2.16 #4561 $11.36 $0.23
#3240 $6.95 $0.79 #4021 $10.23 $3.07 #4568 $1.09 $0.51
#3241 $9.99 $2.58 #4024 $5.50 $2.02 #4581 $5.35 $1.66
#3255 $5.80 $0.57 #4034 $8.62 $2.60 #4583 $6.09 $1.93
#3257 $5.11 $1.80 #4036 $5.06 $1.78 #4611 $2.12 $0.59
#3270 $12.97 $6.87 #4038 $6.06 $0.26 #4635 $3.00 $1.09
#3300 $8.03 $3.36 #4053 $36.07 $3.06 #4653 $4.94 $2.17
#3303 $10.69 $4.95 #4061 $6.51 $1.56 #4665 $21.54 $6.01
#3307 $6.40 $1.88 #4062 $3.60 $1.39 #4670 $5.35 $1.66
#3315 $5.34 $0.87 #4101 $9.71 $3.82 #4683 $3.60 $0.51
#3334 $4.49 $0.00 #4111 $9.37 $2.90 #4686 $3.11 $0.13
#3336 $6.77 $2.27 #4112 $7.74 $1.36 #4692 $1.16 $0.27
#3365 $16.38 $3.38 #4113 $8.97 $1.83 #4693 $2.56 $1.05
#3372 $5.34 $1.90 #4114 $3.98 $0.21 #4703 $5.35 $1.66
#3373 $4.07 $1.10 #4130 $6.38 $1.98 H#ATL7 $5.35 $1.66
#3383 $4.36 $1.58 #4131 $9.32 $2.32 #4720 $6.34 $1.98
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Manual Expected Manual Expected Manual Expected
Base Loss Base Loss Base Loss
Number | Rate Rate Number | Rate Rate Number | Rate Rate
#3385 $4.18 $0.28 #4133 $6.18 $0.81 #4740 $3.98 $1.40
#4741 $5.89 $1.02 #5610 $29.97 $8.26 #7421 $7.81 $0.35
#4751 $2.36 $0.64 #5645 $19.55 $3.61 #7422 $3.68 $1.06
#HATT1 $3.63 $0.70 #5651 $13.61 $3.22 #7425 $2.86 $0.30
HATTT $15.04 $1.22 #5703 $21.41 $8.15 #7431 $4.00 $1.05
#4825 $0.99 $0.31 #5705 $45.68 $22.32 #7502 $1.91 $0.55
#4828 $5.51 $1.45 #5951 $3.85 $0.00 #7515 $2.70 $1.02
#4829 $2.56 $0.74 #6003 $13.66 $0.56 #7520 $5.86 $1.61
#4902 $5.15 $0.85 #6005 $41.42 $0.13 #7538 $14.74 $5.03
#4923 $3.07 $0.83 #6017 $9.07 $2.17 #7539 $2.76 $1.29
#5020 $16.32 $3.49 #6018 $9.07 $2.17 #7540 $5.05 $1.44
#5022 $11.77 $2.88 #6045 $9.07 $2.17 #7580 $3.11 $0.98
#5037 $46.36 $22.76 #6204 $14.25 $3.17 #7590 $9.39 $2.96
#5040 $20.46 $4.41 #6206 $10.04 $0.01 #7600 $4.00 $1.01
#5057 $11.61 $3.14 #6213 $9.07 $2.17 #7601 $7.18 $2.10
#5059 $14.49 $3.88 #6214 $5.11 $0.37 #7605 $3.97 $1.24
#5069 $34.48 $0.83 #6216 $13.69 $3.02 #7610 $0.60 $0.20
#5102 $8.35 $1.84 #6217 $8.20 $2.03 #7611 $10.74 $3.58
#5146 $11.73 $3.05 #6229 $16.84 $2.75 #7612 $11.48 $2.89
#5160 $3.55 $0.61 #6233 $6.59 $1.62 #7613 $19.57 $6.88
#5183 $6.07 $1.37 #6235 $29.14 $9.72 #7704 N/A $3.82
#5188 $4.64 $1.04 #6236 $7.74 $0.70 #7705 $10.26 $3.30
#5190 $5.67 $1.40 #6237 $3.34 $0.02 #7710 $26.66 $3.82
#5191 $2.26 $0.64 #6251 $13.85 $5.58 #7711 $26.66 $3.82
#5192 $7.94 $2.12 #6252 $7.59 $2.58 #7720 $5.09 $1.61
#5213 $9.75 $2.34 #6260 $48.39 $0.08 H1772 $6.01 $2.24
#5215 $9.47 $2.36 #6306 $5.21 $1.70 #7855 $12.77 $3.40
#5221 $9.79 $2.31 #6319 $6.10 $2.39 #8001 $4.56 $1.18
#5222 $8.81 $3.38 #6325 $7.54 $2.80 #8002 $4.45 $2.01
#5223 $13.98 $3.58 #6400 $8.51 $1.78 #8006 $5.49 $1.55
#5348 $9.82 $2.41 #6504 $5.47 $1.94 #8008 $2.52 $0.95
#5402 $21.66 $2.84 #6704 $10.31 $2.92 #8010 $3.30 $0.94
#5403 $11.13 $2.48 #6811 $4.13 $4.39 #8013 $0.79 $0.18
#5437 $7.75 $1.71 #6834 $6.48 $1.46 #8015 $1.09 $0.34
#5443 $31.95 $5.75 #6836 $10.61 $2.13 #8017 $2.78 $0.84
#5445 $8.00 $2.03 #6854 $49.58 $26.77 #8018 $4.94 $1.75
#5462 $8.42 $2.06 #6882 $10.91 $0.53 #8021 $3.90 $1.26
#5472 $14.18 $1.04 #6884 $5.35 $1.66 #8031 $6.93 $1.70
#5473 $14.73 $2.84 #7133 $6.02 $1.42 #8032 $3.08 $1.53
#3474 $13.74 $2.65 #1222 $10.31 $2.92 #8033 $4.28 $1.32
#5478 $9.90 $2.06 #7228 $16.11 $3.70 #8039 $7.09 $2.98
#5479 $15.84 $3.40 #7229 $10.11 $3.20 #8044 $5.61 $1.57
#5480 $4.26 $2.78 #7230 $27.98 $5.43 #8045 $0.90 $0.16
#5491 $28.79 $0.06 #7231 $20.23 $5.61 #8046 $3.70 $1.19
#5506 $8.54 $2.62 #7232 $9.94 $2.80 #8047 $2.94 $0.82
#5507 $5.28 $1.16 #7360 $10.65 $3.87 #8058 $4.83 $1.69
#5508 $22.84 $0.53 #7370 $10.26 $3.30 #8072 $2.16 $0.67
#5535 $8.38 $2.33 #7380 $8.59 $2.67 #8102 $2.46 $0.79
#5537 $6.93 $1.60 #7382 $8.38 $2.69 #8103 $38.99 $0.08
#5538 N/A $2.33 #7390 $7.48 $2.91 #8105 $15.91 $1.53

14




Manual Expected Manual Expected Manual Expected
Base Loss Base Loss Base Loss
Number | Rate Rate Number | Rate Rate Number | Rate Rate
#5551 $30.45 $6.17 #7403 $5.13 $1.64 #8106 $6.34 $2.04
#5605 $1.63 $0.30 #7405 $2.61 $1.10 #8107 $4.34 $1.30
#5606 $1.26 $0.49 #7420 $3.78 $16.12 #8111 $5.15 $1.38
#8116 $2.72 $0.59 #8842 $3.66 $1.28 #9522 $2.94 $1.37
#8203 $8.99 $1.90 #8864 $3.66 $1.28 #9534 $4.91 $1.26
#8204 $4.57 $1.85 #8868 $0.72 $0.19 #9554 $12.85 $3.47
#8209 $4.24 $1.17 #8869 $2.22 $0.71 #9586 $1.42 $0.40
#8215 $5.43 $1.37 #8871 $0.69 $0.05 #9600 $3.58 $4.05
#8227 $6.12 $1.57 #8901 $0.20 $0.08 #9620 $1.79 $0.34
#8232 $8.22 $2.51 #8989 $3.60 $1.44 #9984 $1.61 $0.53
#8233 $5.36 $2.44 #9012 $1.04 $0.31 #9985 $3.32 $0.00
#8235 $5.68 $1.81 #9014 $6.91 $2.29
#8263 $16.74 $6.26 #9015 $7.84 $2.22
#8264 $10.49 $3.36 #9016 $5.54 $1.53
#8265 $13.29 $4.17 #9019 $3.06 $0.89
#8279 $24.02 $4.13 #9033 $3.17 $1.13
#8288 $6.44 $2.28 #9040 $4.03 $1.61
#8291 $6.23 $2.25 #9044 $3.06 $0.89
#8292 $6.00 $2.42 #9052 $5.32 $1.57
#8293 $15.68 $4.61 #9058 $4.32 $1.37
#8304 $5.08 $1.82 #9059 $2.92 $0.78
#8350 $6.36 $2.16 #9060 $2.70 $0.75
#8380 $5.12 $1.32 #9061 $4.71 $1.30
#8381 $5.55 $1.10 #9062 $5.13 $1.07
#8385 $4.62 $1.79 #9063 $2.02 $0.59
#8392 $7.55 $2.95 #9082 $3.34 $0.99
#8393 $3.31 $0.94 #9083 $3.47 $1.02
#8500 $9.67 $3.20 #9084 $4.47 $1.16
#8601 $1.01 $0.23 #9088 $5.28 $1.61
#8606 $5.99 $0.31 #9089 $1.99 $0.11
#8720 $3.60 $1.52 #9093 $3.39 $0.90
#8721 $0.47 $0.11 #9101 $4.16 $1.08
#8742 $0.43 $0.13 #9102 $5.56 $1.42
#8745 $4.28 $1.64 #9154 $3.79 $1.10
#8748 $0.84 $0.20 #9156 $4.19 $0.69
#8755 $0.62 $0.18 #9170 $6.91 $2.29
#8799 $1.84 $0.56 #9178 $23.00 $7.98
#8800 $1.86 $0.56 #9179 $37.86 $23.82
#8803 $0.15 $0.04 #9180 $7.00 $1.76
#8810 $0.27 $0.08 #9182 $6.29 $2.03
#8820 $0.44 $0.10 #9186 $22.09 $3.16
#8824 $6.77 $2.36 #9220 $9.36 $3.40
#8825 $3.96 $1.35 #9402 $7.78 $2.26
#8826 $4.47 $1.52 #9403 $13.53 $4.33
#8829 $5.10 $2.00 #9501 $5.47 $1.47
#8831 $2.94 $0.73 #9505 $2.25 $0.83
#8832 $0.68 $0.18 #9516 $5.50 $2.31
#8833 $1.72 $0.60 #9519 $8.91 $2.31
#8835 $5.40 $1.68 #9521 $3.99 $1.83
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Manual Class Count

160

Private Employer Base Rate Changes, July 1, 2008
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Per cent Change

16



Draft language for creation of subcommittees

To beinserted as a bullet point under the Duties and Responsibilities section of al charters:

The Committee by majority vote may create a subcommittee consisting of one or more Directors on
the Committee. In consultation with the chair, other board members may be appointed to the
subcommittee as appropriate. The subcommittee shall have a specific purpose. Each subcommittee
shall keep minutes of its meetings. The subcommittee shall report to the Board of Directors
through the Committee. The Committee by majority vote may dissolve the subcommittee at any
time.



6 - Month Actuarial Committee Calendar

Date May Notes
5/28/2008|Education Session
1. Rating Plan progress
2. MIRA 2 web design and transparency
3. Deloitte HB 100 update
5/29/2008|Actuarial Committee
1. Action: Administrative Cost Assessment - Rule 4123-17-36 (Finance)
2. Action: Private Employer Base Rate - Rule 4123-17-05
3. Action: Private Employer Limited Loss Ratio and Industry group tables -
Rule 4123-17-06
4. Action: Self-Insured Assessment Rate - Rule 4123-17-32
5. Action: Approve subcommittee language in charter
Date June
6/26/2008|Actuarial Committee Public Forum - Thursday, June 25, 2008 a.m.
1. Group/Experience Rating (NCCI) Plan
2. MIRA Il update - BWC results
3. HB 100 Comprehensive Study update - Deloitte's first report on priority
grouping 1 - Rates and Self-insured
Date July
7/23/2008|Education Session
7/24/2008|Actuarial Committee
1. MIRA update
Date August
8/27/2008|Education Session
1. PEC Rate training
8/28/2008|Actuarial Committee
1. Reserve Audit update
2. Fiscal Year 2009/2010 Budget
3. PES rate estimates for biennial budget
4. HB 100 Comprehensive Study update - Deloitte's first report on priority
grouping 2 - Actuarial Audit, Net Asset Level and Discount Rate
Date September
9/24/2008|Education Session
9/25/2008|Actuarial Committee
1. Public Employer Taxing Districts rate change
2. Annuity Table - Rule 4123-17 - possible based on discount rate
3. Reserve Audit - full
4. PES Rate estimates for biennium
5. Comprehensive study update from consultant
Date October
10/29/2008|Education Session
10/30/2008|Actuarial Committee

1. Actuarial Audit Reserves - Oliver Wyman, consulting actuaries
2. Reserve levels

3. NCCI/BWC State of the line report comparisons

I:\Actuarial_Confidential\Board of Directors\2008 Meetings\04 April 2008\Drafts\calendar 3-08.xls




BWC Board of Directors

Actuarial Committee

CAQO Report
John Pedrick, Chief Actuarial Officer
May 29, 2008

Coal-Workers Pneumoconiosis Fund Legislation and Rules

Senate Bill 323, the bill to provide funding for a mine safety program, requires rules from BWC to
ensure the strength of the Coal-Mine Workers Pneumaoconiosis Fund. In the rules we have
developed there are two triggers, one of which is based on the ratio of net assetsto liabilities, and is
discussed here. If thisratio falls below 1.5, then the funding that comes from the CWPF to the
safety program will stop. If theratio falls below 2.0, additional analysiswill be required in the
annual reserve audit to determine whether there isalikelihood of hitting the 1.5 threshold.

The current ratio of net assets to liabilitiesis 2.8. The table below shows the current levels of
liabilities, assets, and net assets, along with two scenarios that demonstrate the changes in liabilities
or net assets that would cause the funding to cease. Liabilities would need to increase by 54%,
holding the current level of assets fixed, to invokethistrigger. Similarly, holding liabilities fixed,
assets would need to decrease by 35% to invoke thistrigger. A combination of rising liabilities and
falling assets could also invoke the trigger. This table also shows the significant size of the fund’s
net assets and how thistrigger prevents the mine safety program from impacting the financial

strength of the fund.
Coal-Mine Workers Pneumoconiosis Fund
Examples of the Net Assetsto Liabilities Trigger
for the Coal Mine Safety Program
Scenario 1 -
Current: | Increasein Scenario 2 -
April 2008 | Liabilities Decreasein
(000) (000) Assets (000)
Assets 249,973 249,973 162,718 -35%
Liabilities 65,087 99,989 +54% 65,087
Net Assets 184,886 149,984 97,631
Ratio: Net Assets/ 2.8 15 15
Liabilites

At the previous Board meeting a question arose concerning the size of the undiscounted reserves
for thisfund. As of June 30, 2007, last year’ s reserve audit, the undiscounted reserves for
compensation and compensation adjustment expenses were $96 million, while the discounted
reserves were $62 million.

1
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CAO Report to BWC Board of Directors, Actuarial Committee

May 29, 2008

Wise Case

A recent Ohio Supreme Court ruling, State ex rel. Wise v. Ryan, Slip Opinion No. 2008-Ohio-1740,
has caused a settled claim to be reopened. We have not estimated the potential cost of claims that
might be re-opened due to this decision. We have publicly discussed the number of claims closed

between 1997 and 2007 (255,266 claims).

OHA Lawsuit

According to arecent Attorney General’s Opinion, “ The Administrator of Workers Compensation
does not have the discretionary authority to charge the additional reimbursement payments due to
hospitals under Ohio Hospital Association v. BWC, 10th Dist. No. 06AP-471, 2007-Ohio-1499,
2007 Ohio App. LEXIS 1370 (Mar. 30, 2007), to the surplus fund account within the State
Insurance Fund.” This means that these costs must be charged to each employer’ s experience.

Continuing Projects

Timelines and status for the several key BWC-wide projects, and work of the actuarial division,

follow.

House Bill 100 8512.50 Actuarial Study

Task/Function Timeline Status
Project Begins February 19, 2008 Completed
Initial Meeting with Deloitte February 27, 2008 Completed
Deloitte introduced to Actuarial Committee February 28, 2008 Completed
Deloitte presents first grouping report to Actuarial June 26, 2008 On Schedule

Committee

Deloitte presents second grouping report to Actuarial
Committee

August 28, 2008 (tentative)

Deloitte presents third grouping report to Actuarial
Committee

October 30, 2008 (tentative)

Deloitte presents final report to Actuarial Committee/Board

December 18, 2008 (tentative)

Project ends

December 31, 2008

Team Leader: Larry King
Executive Sponsor: John Pedrick

o Deloitte met with Chairman Bill Lhottaon May 15, 2008.
¢ A phone conference has been set up between Deloitte, Chuck Bryan and Jim Matesich for
May 20, 2008 to discuss the Actuarial Committee and Board preparation.
e For the June report to the Board, Deloitte will have an executive summary prepared by June
13, 2008 and the full report on June 26, 2008.

Group Rating / Experience Rating (NCCI)

Task/Function Timeline Status
Develop Plan December 2007 — January 2008 | 100%
Form Team December 2007 Complete
Develop NCCI Split Experience Rating Plan
Create Ohio NCCI parameters and run simulation December 2007 — March 2008 90% complete
(Oliver Wyman)
Impact of New Experience Rating Method December 2007 — March 2008 50% complete
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CAO Report to BWC Board of Directors, Actuarial Committee

May 29, 2008

Communications with Stakeholders (Six Meetings) March 7, 28, April 11, 25, May 7, | 75% complete
14

Individual Stakeholder Meetings February 26, March 3, 4, 5, 7, 12, | 75% complete
17, 18, 19, 20, 26, April 2, 4, 10,
15,21

Group Rating Rule changes

Continuity of group requirements December 2007 — March 2008 In Progress

Other rules December 2007 — March 2008 In Progress
Compile data and report for Board March 2008 — June 2008 In Progress
Obtain feedback from Administrator and Senior Team | March 2008 — June 2008
Present full plan to Board June 26 — 27, 2008
Team Leader: Jeremy Jackson
Executive Sponsors. John Pedrick, Keary McCarthy, Tina Kielmeyer
MIRA 1

Task/Function Timeline Status
Historical Data Extraction January — August 2007 Complete
Customer Workgroups | | s

Employer-Web Services Focus Group November 2007 Complete

Claim Expert Workgroup November — December 2007 | 75%

MIRA 11-TPA Update Meeting December 11, 2007 Complete
MIRA |1 Injury Mapping Logic-Finalized and Approved | January 2008 Complete
MIRA I1-Development of Reserve Models (FIC) February — May 2008 In progress
Data I nterface Testing March — May 2008 Kick-off March 17
MIRA 11- Web Services Enhancement February — July 2008 August —

September 2008
Testing/Review of Initial MIRA |1 Reserves May — June 2008
Training/Education on MIRA Il System July — November 2008
MIRA 11 Reprediction (Adjustment) System

Design, Develop, Test, Implement May 2008 — January 2009
Implement MIRA I July — August 2008

Team Leader: Rex Blateri

Executive Sponsors. John Pedrick, Leo Genders, Keary McCarthy, Tina Kielmeyer

Changing the MIRA 11 implementation date was added to SB 323 and was unanimously voted out
of the Senate. The legislation isnow in the House and is scheduled for the House Agriculture and
Natural Resources Committee meeting on May 21, 2008.

Actuarial and FIC have scheduled the MIRA |1 kick off meeting, June 19, 2008. The presentation
will be for both internal and external customers (TPAS, Associations, etc). We have asked FIC to
send representatives to present the MIRA 1l information, similar to the presentation provided last
September.

Thetraining plan is scheduled for September. This phase of training will focus on MIRA 1 web
screens, data, navigation and functionality. Actuarial and I'T will hold several meetings next
week to discuss and identify specific dates when each of the new six web screens will be
available for testing and use in training sessions.

E:\runzoned WGPDFPD1_slot-01_email_email_32ee0a9f-fed7-4b58-abda-b213bed4a27d1\G CAO Report May 2008.doc



CAO Report to BWC Board of Directors, Actuarial Committee

May 29, 2008

Private Employer (PA) Rates Effective July 1, 2008

Task/Function Timeline Status
Private Employer Rates January 2008 through June 2008 On Schedule
Summary Losses January 17, 2008 through February 20, | Completed
2008
Summary Payroll January 21, 2008 through February 20, | Completed
2008
Group Application Deadline February 29, 2008 Completed
Rate Calculations February 21, 2008 though May 23, 2008 | On Schedule
Rate Change Analysis to Board February — March 2008 Complete
Final Rates to Board May 29, 2008 On Schedule
Rule Filing Deadline June 20, 2008
Mailing Employer Rate L etters June 30, 2008
Public Employer State Agency (PES) Rates Effective July 1, 2008
Task/Function Timeline Status
Public Employer State Agency Rates January 2008 - April 2008 On Schedule
Run & verify payroll and premium February 8-21, 2008 Completed
Run & verify losses February 28 —March 5, 2008 Completed
Run & verify base rates March 6-17, 2008 Completed
Discuss rate change with administrator March 6-21, 2008 Completed
Board — Initial Consideration March 27-28, 2008 Completed
Board — Final Rates & Rule April 24-25, 2008 Completed
Rule Filing Deadline June 20, 2008
Mail Employer Letters June 30, 2008
Ancillary Funds — Rates and Assessments
e Self Insured Guaranty Fund
o Disabled Workers Relief Fund
e Marine Industry Fund
e Coal-Workers Pneumoconiosis Fund
e Public Work Employees’ Relief Fund
e Administrative Cost Fund
Task/Function Timeline Status
Rate Analysis and Devel opment April 2008 through June 2008 On Schedule
Board — Initial Consideration April 24, 2008 On Schedule
Board — Final Rates & Rules May 29 — 30, 2008 (Original timeline)
DWRF, MIF, CWPF, PWERF | April 24 — 25, 2008 Complete
SEIGF, ACF | May 29 — 30, 2008 On Schedule
Rule Filing Deadline June 20, 2008
Quarterly Loss summaries
Task/Function Timeline Status
Quarterly Reserve Anaysis—4th quarter January 1, 2008 through January 17, Complete
2007 2008
Quarterly Reserve Analysis— 1% quarter April 1, 2008 through April 17, 2008 Complete

2008

uarter eserve Analysis — uarter
Q ly R Analysis—2" q
2008

July 1, 2008 through July 17, 2008
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MIRA Il Communication and Training Plan

I) Communication Plan — Keary McCarthy, Chief of Communications

a)

b)

Internal plan
i) Goas

i) Strategies
iii) Timeline
External Plan
i) Goas

ii) Strategies
iii) Timeline

I1) Training Plan — Matt Gill, BWC Training Director

a)
b)
c)

d)

Internal versus external training
Training Goals

Training Strategies

i) The Power of eLearning
Timeline

[11) Current Status

a)

b)

Achievements

i) Initia rollout presentations

i) MIRA Il siteon BWCWeb (project from laptop)

iii) Draft example of eLearning tutorial (project from laptop)
Next steps

Constraints
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Communication Plan

Keary McCarthy, Chief of Communications
Matt Gill, Training Director
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Address @ http: {fbwcweb/Pages/Def ault. aspx

BWCWEB

MCO Open

Enrollment
May 5-30, 2008
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b""”m R : oxt O BWC's new reserving system

BWC Terms

BWC News AWC-
Don't forget to do RIM training by May 31 Bureau of Wor

all BwC ermployees must complete the records and information Calendar
managerent tutorial, *RIM - The Basics,” on the BWC Learning
Center by May 31, Deadline for BWC tuition voucher

BWC pilots Kaizen program

Az a part of Gov. Ted Strickland’s new Efficiency and Continuous

Improvement initiative, BWC on Friday presented results for the

first Kaizen team organized in Columbus. A
onal Session
30
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Internal web site .« 2
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Room
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MIRA Il
An Introduction

Web tutorial
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Enhancing BWC's Claims Reserving
System

Safety congress attendees learn about MIRA NI

Mearly 200 attendees ofthis year's Ohio Safety Congress & Expo
attended a presentation on BWC's enhanced Micro Insurance
Resering Analysis (MIRA) || claims reserdng system. The one-hour
class titled Understanding MIRA 11 An Infroduction to BWC's new
claims resenving systom covered several key points.

The presentation:

& Explained BWC's reserving methodology and improvements
with the new system;

& Showed how MIRA || sets a reserve;

Explained the prediction logic for setting a reserve;

& Previewsad the new MIRA || service offerings on ohiobwe. cam,

Acopy ofthe PowerPoint presentation is available foryou to
download, Simply click on the appropriate link in the tight-hand
calumnn,

Projecttime line (FOF)

Transitioning to a Mew Claims
Eesering Swstem - September
2007 (PowerPoint)

Differences hetween MIRA | and

MIRA 1 (FDF)

Understanding MIEA Il BWC's
Enhanced Claims Fesetving
System - Safety Congress 2008

(PawrerFaint)

Understanding MIEA Il BWC's
Enhanced Claims Reserving
System (PDF)
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patty administratars and

associations (PDF)

MIEA |- Surmmary of Project
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1. Property/Casualty Results
1. Workers Compensation Results

111. Current Topics of Interest

1V. Concluding Remarks




Property/Casualty Results




P/C Industry Net Written
Premium—A Rare Decline

Private Carriers

Line of Business (LOB) 2005 2006 2007p gggsp
Change
Personal Auto $159.5 B $160.2 B $160.8 B 0.4%
Homeowners $52.2 B $54.5 B $53.8 B -1.4%
Other Liability (Incl Prod Liab) $42.7 B $45.7 B $46.1 B 1.0%
Workers Compensation| $37.8B| $38.7B| $37.6B -3.0%
Commercial Multiple Peril $29.6 B $31.7 B $31.4 B -1.0%
Commercial Auto $26.5 B $26.7 B $25.9 B -3.0%
Fire & Allied Lines (Incl EQ) $17.4 B $20.0 B $21.8 B 9.0%
All Other Lines $59.8 B $65.9 B $63.5 B -3.6%
Total P/C Industry $425.5B| $443.5B| $440.8 B -0.6%




s, TI——— e
Another Year of Underwriting Gain

Net Combined Ratio—Private Carriers

Calendar Year

Line of Business (LOB) 2005 2006 2007p

Personal Auto 95% 96% 98%
Homeowners 100% 90% 95%
Other Liability (Incl Prod Liab) 113% 95% 99%
Workers Compensation 103% 93% 99%
Commercial Multiple Peril 97% 93% 94%
Commercial Auto 92% 92% 95%
Fire & Allied Lines (Incl EQ) 104% 81% 83%
All Other Lines 111% 86% 89%
Total P/C Industry 101% 92% 96%




P/C Industry Calendar Year
Net Combined Ratios

Private Carriers
Percent
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Investment Gain Ratio Remains
Below Historical Average

Private Carriers

Percent
25 | @ Net Realized Capital Gains to NEP Average (1985-2006): 16.3%
B Net Investment Income to NEP 20.9 . .
19.3 19.3 19.3
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P/C Industry Return on Surplus

Annual After-Tax Return on Surplus—Private Carriers

Percent

18 Average (1985-2006): 8.9%
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P/C Industry Premium-to-Surplus
Ratio Approaches Previous Low

Private Carriers

$ Billions P:S Ratio
600 $521 B 2.5
1.92:1 \4
500 / 20
400
1.5
300
$145 B 1.0
200 //
C R Low P:S Ratio / 05
100 [ _.--" 0.84:1 in 1998 0.85:1 '
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Contributions to Surplus

Private Carriers

2005 2006 2007p

Underwriting Gains/Losses $ GB6)B$ 311B|$ 190B
Investment Income $ 49.7B|$ 523B|$ 5468B
Realized Capital Gains $ 0.7B| $ 35B| $ 9.0B
Other Income $ 1.0B| $ 1.2B|$ (1.0)B
Unrealized Capital Gains $ @B4)B|$ 206B|$ (05B
Federal Taxes $ (10.7)B|$ (224)B|$ (19.7B
Shareholder Dividends $ (156)B|$ (24.7)B[$ (32.0)B
Contributed Capital $ 1448B|$ 3.8B|$ 3.2B
Other Changes to Surplus $ GBLBS @9B|S

Total $ 345B|$ 604B|$




Workers Compensation

Results




Workers Compensation Premium
Continues to Decline in 2007

Net Written Premium

$ Billions

50 462 ¥5 4

@ State Funds ($ B) . 03 44

B Private Carriers ($ B)
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Adjusted Workers Compensation

Premium Volume

Workers Compensation Direct Written Premium

$ Billions Private Carriers & State Funds $ Trillions
(premium) (wages & salaries)
100 | BB Adjustment for Premium & Price Changes* 6
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Employer Costs As Percentage of
Total Compensation

Private Industry

1997 2007

2.2% 19,85 1.8% 20.5%

B Wages and Salaries 7.1%

E Health Insurance

B Workers Compensation

O All Other
72.5% 70.7%




WC Calendar Year Combined
Ratio—WiIill History Repeat ltself?

Private Carriers
Percent 1.9% Due to
i . September 11
x B Loss EHLAE BEUnderwriting Expense B Dividends /
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TR S
Workers Compensation Investment

Returns Remain Below Historical Average

Investment Gain on Insurance Transactions-to-Premium Ratio
Percent Private Carriers
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Workers Compensation
Results Declined

P Pre-Tax Operating Gain Ratio—Private Carriers
ercent
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Workers Compensation
Calendar Year Net Combined Ratios

Percent Private Carriers and State Funds

150 147
143 144 144

140 136

130 128

119 119

120 118

112

106105 108€

99

bl

110

100

90

80

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007p
B Private Carriers @ NCCI-Affiliated State Funds B State Funds




Workers Compensation
Pre-Tax Operating Gain Ratios

Private Carriers and State Funds

Percent
2 1996-2006 Averages
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California Workers Compensation
Written Premium

$ Billions As of December 31, 2007
25 ! . . . 23.5
B Written Premium—Gross of Deductible Credits
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California Workers Compensation
CY Combined Loss and Expense Ratios

Percent As of December 31, 2007
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Workers Compensation

Accident Year Results and
Reserve Estimates
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Accident Year Combined Ratio—
Another Underwriting Gain in 2007

Workers Compensation Calendar Year vs. Ultimate Accident Year
Percent Private Carriers
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Calendar Year Reserve Deficiencies

Continue to Decline

Workers Compensation Loss and LAE Reserve Deficiency
$ Billions Private Carriers

30

2007 Tabular Discount Is $5.5 Billion
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Reserve Deficiency

by Accident Year

Workers Compensation Loss & LAE Reserves as of 12/31/2007

$ Billions Private Carriers
5
4 | 38

B Total Deficiency
.o | @Tabular + Non-Tabular Discount 17

Prior 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
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Workers Compensation
Accident Year Loss and LAE Ratios

As Reported—Private Carriers
Percent
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Workers Compensation
Accident Year Loss and LAE Ratios

NCCI Selections—Private Carriers
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California Workers Compensation
AY Combined Loss and Expense Ratios

Percent As of December 31, 2007
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Workers Compensation

Premium Drivers




Average Approved Bureau
Rates/Loss Costs

History of Average WC Bureau Rate/Loss Cost Level Changes

Percent
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Average Approved Bureau
Rates/Loss Costs

All States vs. All States Excluding California
Percent
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Current NCCI Voluntary Market
Filed Rate/Loss Cost Changes

Percent Excludes Law-Only Filings
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Impact of Discounting on Workers
Compensation Premium

Percent NCCI States—Private Carriers
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According to Goldman Sachs, Most Survey
Respondents See Declining WC Prices

Agent Responses on Policy Renewal Premiums vs. 12 Months Prior
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Workers Compensation Indemnity
Claim Costs Growth Is Moderate

ALY Lost-Time Claims
Claim Cost (000s)
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WC Indemnity Severity Outpacing
Wage Inflation in 2007

Lost-Time Claims
Percent Change
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WC Medical Claim Cost Trends—
Growth Continues In 2007

Medical
Claim Cost (000s)
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WC Medical Severity Still Growing Faster
Than the Medical CPI

Lost-Time Claims

Percent Change
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Workers Compensation Medical Losses
Are More Than Half of Total Losses

All Claims—NCCI States 2007p
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Workers Compensation Lost-Time
Claim Frequency Continues to Decline

Lost-Time Claims
Percent Change
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California Workers Compensation

Estimated Percentage Change In
Indemnity Claim Frequency by AY

Percent Change As of December 31, 2007
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Rate of Work-Related Injuries
Decreases Over Time Due to Improved
Working Conditions

Rate of Injury per 100 FTE Workers
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Workplazce INnjury Incidence Rates Have
Shown Declines In Last Four Economic
Downturns
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Claim Frequency Declined for All Injury
Types Other Than Permanent Total

Percentage Change Between Policies Expiring in 1997 and 2006
Claim Frequency per $1M of Wage-Adjusted Payroll
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Workers Compensation
Residual Market




R T E———————
Workers Compensation Residual Market

Premium Volume Declines

NCCI-Serviced Workers Compensation Residual Market Pools

$ Billions as of December 31, 2007
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Workers Compensation Residual Market

Shares Continue to Decline

Workers Compensation Insurance Plan States™

b ok, Premium as a Percentage of Direct Written Premium
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Workers Compensation Residual Market

Combined Ratios

NCCI-Serviced Workers Compensation Residual Market Pools

as of December 31, 2007
Percent
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Workers Compensation Residual Market

Underwriting Results

NCCI-Serviced Workers Compensation Residual Market Pools

$ Millions as of December 31, 2007
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Residual Markets Are
Depopulating in Most States

First Quarter 2008 vs. First Quarter 2007
Size of Risk 2007 2008 Change

$ 0 - $ 2,499 36,146 32,868 -9%
$ 2500 - $ 4,999 5,064 4,458 -12%
$ 5000 - $ 9,999 3,332 3,092 -7%
$ 10,000 - $49,999 3,187 2,682 -16%
$ 50,000 - $99,999 379 268 -29%
$ 100,000 and over 167 121 -28%

Total 48,275 43,489 -10%




Current Topics of Interest




D
Experience Rating Plan

NCCI is conducting a major review of the
Experience Rating Plan over the next two years

Review will involve analysis of all parameters

Additionally, we will investigate eligibility criteria

Analysis to date reveals the plan is performing very
well across hazard groups and policy sizes




Relative Pure Loss Ratio
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Relative Pure Loss Ratio
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Relative Pure Loss Ratio

Experience Rating Plan
Performance Testing

Risks With Expected Losses Between $100,000—$999,999
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Experience Rating Plan
Performance Testing

Risks With Expected Losses Between $1,000,000—-%$10,000,000

Relative Pure Loss Ratio
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Terrorism Risk Insurance Program
Reauthorization Act of 2007
(TRIPRA)




Provision

Terrorism Risk Insurance

Original

Extension

Provisions

Revision and

Coverage

Retentions

Fed. Contrib./
Insurer Co-Pay

Federal Program
Payment Trigger

Expiration

(TRIA)

Most commercial lines

(med. mal., financial
guaranty specifically
excluded)

7%0—10%—-15%0

90%0—10%0

$5M

12731705

(TRIEA)

All current TRIA lines
(except comm. auto,
surety, prof. liability,
farmowners, burglary
and theft)

17.520—-20%0

90%6—10% (yr. 1)
85%6—15% (yr. 2)

$5M (yr. 1 through
3/31/06)

$50M (yr. 1 after
3/31/06)

$100M (yr. 2)

12/31/07

Extension (TRIPRA)

No new lines of insurance
added

Eliminated distinction between
foreign and domestic
terrorism

20%

85%0—-15%

$100M

12/31/714

AlIS
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NCCI Response to TRIPRA

NCCI has received updated terrorism model results
from EQECAT

A national filing is anticipated around June 1 with a
proposed effective date of September 1, 2008

Separate state filings will be made in states that
have not approved the DTEC provision

Statistical Code 9740 will be redefined from
foreign terrorism to all certified acts of terrorism

Statistical Code 9741 will be redefined fromm DTEC
to other than certified acts of terrorism




Concluding Remarks




In Summary

Positives

Underwriting results
Frequency continues to decline

Strongest reserve position in over
two decades

Residual market depopulation
continues

Terrorism backstop renewed for
seven years

3

Negatives

Low investment returns
continue to put pressure on
underwriting results

Medical costs still above
inflation

Uncertain political fallout for
industry

Underwriting cycle




Questions and More
Information

= Questions on the State of the Line presentation?
E-mail us at stateoftheline@ncci.com

= Download the complete presentation materials and
watch a video overview of the State of the Line at
ncci.com
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