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BWC Board of Directors 
 

Audit Committee 
Wednesday, December 16, 2008, 2:00 p.m. 

William Green Building 
30 West Spring Street, 2nd Floor (Mezzanine) 

Columbus, Ohio 43215 
 
             
 
Members Present:  Kenneth Haffey, Chair 
    Robert Smith, Vice Chair  
    James Harris  
    William Lhota 
    Jim Matesich 
 
Members Absent:   None 
 
Other Directors Present: David Caldwell, Alison Falls, James Hummel,  
    Thomas Pitts, and Larry Price 
 
 
CALL TO ORDER 
Mr. Haffey called the meeting to order at 2 p.m. and the roll call was taken. 
 
 
MINUTES OF NOVEMBER 20, 2008 
Mr. Matesich requested that page 3,¶5 be clarified to read, “Bureau management 
has agreed to develop a beginning-to-end settlement process . . . .” 
 
Mr. Lhota moved that the minutes of November 20, 2008, be approved as 
amended. Mr. Matesich seconded and the amended minutes were approved by a 
unanimous roll call vote.  
 
 
DISCUSSION ITEMS 
 
ANNUAL DISASTER RECOVERY/BUSINESS CONTINUITY PLAN 
Thomas Croyle, Chief Information Officer, presented the annual report on the 
BWC disaster recovery/business continuity plan. He described the BWC 
systems, disaster recovery plan (DRP) costs, DRP planning, and incidents from 
the past twelve months. 
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BWC has eight mission-critical applications, including V3 (claims management), 
WCIS (risk management), and rates and payments. Ancillary applications include 
email. All applications are supported on one mainframe. 
 
BWC has a contract with IBM to move operations to its New York Data Center in 
the event of an incident. BWC personnel would work out of the Plain City 
Command Center during recovery. OIT also works with other state agencies. 
MailGard provides remote printing services for correspondence and checks. 
BWC expects recovery within forty-eight hours of an incident. 
 
The DRP is tested twice per year at the Plain City Command Center. Any 
incident will incur $25,000 in costs to IBM, $10,000 to MailGard, and $38,900 in 
travel expense for fifteen BWC personnel. Annual costs are $353,700 for the 
new, three-year contract with IBM. The old contract with SunGard was $547,000. 
The contract with MailGard is $65,862.  
 
BWC held a test on December 6 and 7. OIT was able to get all mission-critical 
systems restored. However, the restoration took longer than expected due to 
unforeseen problems. BWC is currently undertaking a post-mortem. 
 
Mr. Hummel asked whether the costs for the test were in the annual contract or 
were in an incident fee. Mr. Croyle replied the costs were in the contract.  
 
In one of two recovery incidents during the twelve-month reporting period, BWC 
was conducting a scheduled shut-down and a fuse failed. The second was a 
transformer fire on Chestnut Street on November 14. There was no direct effect 
on BWC because of back-up generators. However, the fire required evacuation 
and terminating the emergency power. 
 
Mr. Caldwell asked what the cause of the fuse failure was. Mr. Croyle stated that 
the exact cause was unknown, but it may be because of use of recycled parts by 
the manufacturer. 
 
Mr. Lhota asked who owns the transformer. Mr. Croyle reported that it belongs to 
AEP. 
 
Mr. Price requested that copies of the December test post-mortem be distributed 
to the Workers' Compensation Board when available. 
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OPEN DISCUSSION WITH CHIEF INTERNAL AUDITOR  
Caren Murdock, Chief of Internal Audit, provided a report on several ongoing 
projects.  
 
The Internal Audit Division (IAD) is working with Joe Bell, Chief Audit Executive, 
Office of Budget and Management (OBM), on the transition of the department to 
the OBM. OBM will be absorbing BWC IAD and one other agency in July 2009. 
Mr. Bell will report to the Workers' Compensation Board in March 2009.  
 
Ms. Falls asked why OBM was only absorbing the Internal Audit departments of 
two agencies. Ms. Murdock replied that was because only two agencies were 
identified as doing formal internal audit work and would permit a smooth 
transition to OBM.  Ms. Ryan added that current budget constraints have 
required a modification to the original OBM implementation plan which will result 
in a slower transfer of staff.   
 
Mr. Smith asked what some of the other issues are. Ms. Murdock replied that the 
fold-in must accommodate human resources and collective bargaining issues, 
among others. 
 
Mr. Smith asked if Ms. Murdock would be overseeing only BWC. Ms. Murdock 
replied she may be overseeing one other agency. 
 
Mr. Hummel asked what the other agency in the OBM transition was. Ms. 
Murdock replied it was the Department of Public Safety. 
 
Mr. Lhota asked where the IAD would be physically located. Ms. Murdock replied 
that IAD would be located in the William Green building.   
 
Ms. Murdock reported that IAD has eight ongoing projects.  Of which, three 
projects are expected to be completed and included in the February Quarterly 
Executive Summary. She further reported that there are two new hires to start in 
January: an internal auditor 3 and the investments auditor.  
 
Mr. Haffey reported that he speaks with Caren Murdock and Don Berno, Board 
Liaison, once per week on IAD staffing and project issues.  
 
LITIGATION UPDATE 
Mr. Haffey reported that there would be no litigation update for this month.  
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NEW BUSINESS/ACTION ITEMS 
 
ANNUAL REPORT  
Ann Shannon, BWC Legal Counsel, presented the BWC Annual Report to the 
Audit Committee for review and approval. Ohio Revised Code § 4121.12(F)(3) 
requires BWC to make an annual report. BWC is also responsible for several 
other reports, including new ones required by Am. Sub. H.B. 100. BWC has 
decided to combine them all in one document. After the Audit Committee accepts 
the Annual Report, it will be submitted to the Workers' Compensation Board for 
approval.  
 
Several departments are responsible for the report and Communications is 
responsible for compiling and publication. Among the combined reports are the 
external audit, the actuarial audit, the safety and hygiene report, and the 
Industrial Commission report. The Annual Report is primarily available on a CD-
ROM, but can be printed if requested. Ms. Ryan added that publishing as a CD-
ROM saves printing costs of .19 per copy.  
 
Mr. Smith asked about the missing pages in the hard copy distributed to the 
Workers' Compensation Board. Keary McCarthy, Chief of Communications, 
replied that some pages were intentionally left blank and that some pagination is 
wrong in the printing. He stated that he would research the problems and provide 
better copies to the Workers' Compensation Board. Mr. Berno added that Ms. 
Shannon and he had checked the report on December 16 and all reports 
required by the Ohio Revised Code were included. 
 
Mr. Haffey moved that the Audit Committee of the Workers' Compensation Board 
of Directors refer the BWC Annual Report to the Board of Directors for review 
and approval. Mr. Lhota seconded and the motion was approved by unanimous 
roll-call vote.   
 
SUBSTITUTION/CHANGE OF CHAIRMANSHIP 
Mr. Haffey left the meeting for another commitment. Mr. Smith assumed the chair 
for the balance of the meeting.   
 
RULES FOR FIRST READING: BWC 50/50 PROGRAM, OHIO 
ADMINISTRATIVE CODE RULE 4123-17-14.2 
Ms. Valentino recommended amendment of Ohio Administrative Code Rule 
4123-17-14.2 to change the deadline for payment of the second installment of 
the premium for the second half payroll period of 2008 and later years. Over 
17,000 employers use the program, which is a 60% increase over 2005. The 
average payment is $20,000 for each employer. The amendment extends the 
deadline of the second payment to June 1.  
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Mr. Smith commented that the change will save staff time to process late 
payments. 
 
Mr. Lhota moved that the Audit Committee suspend its practice of conducting a 
first and second reading of proposed Administrative Code Rules pursuant to the 
Governance Guidelines in order to recommend immediately that the Bureau of 
Workers' Compensation Board of Directors approve the Administrator’s 
recommendation to amend Rule 4123-17-14.2 of the Administrative Code Rule, 
“Bureau Fifty-Fifty Program.” The motion consents to the Administrator amending 
Rule 4123-17-14.2 as presented here today. Mr. Matesich seconded the motion. 
 
Mr. Price asked if this amendment is a temporary or permanent change to 
payment dates. Ms. Valentino replied that BWC will evaluate the effectiveness of 
the change on collections and employer financial relief and the effect of adoption 
on new and different employer programs.  
 
The motion was approved by a vote of four ayes and no nays.  
 
RULE REVIEW—SECOND READING: INTERSTATE JURISDICTION, OHIO 
ADMINISTRATIVE CODE RULES 4123-17-14, 4123-17-17, & 4123-17-23 
Tina Kielmeyer, Chief of Customer Services, and Michael Glass, Director of 
Underwriting and Premium Audit, recommended amendment of three Ohio 
Administrative Code Rules as required by recent legislation, Am. Sub. S.B. 334 
and Am. Sub. H.B. 562. The amendments eliminate duplicate payroll reporting. 
BWC has been discussing reciprocal agreements with other states. So far, all 
responses are negative because the agreements are prohibited by the laws of 
these states. Accordingly, BWC has informed them that the entire payroll of 
employers doing business in Ohio will be reportable. New York has responded 
that it is amenable to a change in its law. Ohio already has an agreement with 
West Virginia. The rules as presented today are identical to those presented in 
November with the exception of adding “out-of-state” to Rule 4123-17-23(C), as 
suggested by Mr. Pitts.  
 
Mr. Lhota asked what the stake-holders reaction was. Ms. Kielmeyer replied the 
stakeholders have been very positive. It was the stakeholders who sponsored the 
legislation.   
 
Mr. Lhota moved that the Audit Committee recommend that the Bureau of 
Workers' Compensation Board of Directors approve the Administrator’s 
recommendation to amend Rules 4123-17-14, 4123-17-17, and 4123-17-23 of 
the Administrative Code. These rules make changes relating to interstate 
jurisdiction to implement Senate Bill 334 and House Bill 562. The motion  
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consents to the Administrator amending rules 4123-17-14, 4123-17-17, and 412-
17-23 as presented here today. Mr. Matesich seconded and the motion was 
approved by a roll call vote of four ayes and no nays. 
 
RULE REVIEW—SECOND READING: AMBULATORY SURGERY CENTER 
FEE SCHEDULE, OHIO ADMINISTRATIVE CODE RULES 4123-6-37.3 
Freddie Johnson, Director of Managed Care Services, and Anne Casto, Casto 
Consultants, recommended adoption of Ohio Administrative Code Rule 4123-6-
37.3 regarding a fee schedule for Ambulatory Surgery Centers (ASC). The rule is 
based on provisions of the Ohio Revised Code and the Ohio Hospital Association 
case. If approved today, and then by the Board, the timeline for implementation is 
April 1, 2009. The rule and proposed fees reflect 3 recommendations being 
made:  
•Adoption of Medicare’s new ASC methodology and 2009 transitional rates; 
projected to increase reimbursement by $1.7 million or 23% from 2007 
reimbursements; 
•Expansion of the scope of services for which ASCs can receive 
reimbursements; expanded a little over 400 new services; 
•Modification of selected billing protocols and practices; thus enhancing service 
billing and practice efficiencies. 
 
Mr Johnson indicated that while BWC was able to answer questions from the 
Audit Committee at the November meeting, BWC wanted to provide some 
additional insights on the cost-benefit of adopting or not adopting the proposed 
fee schedule. 
 
Ms. Casto reported that failure to adopt the proposed fee schedule could result in 
additional cost to the bureau due to procedure migration.  Cost benefit figures 
were presented based on migration from the ASC setting to the hospital 
outpatient setting at the five, ten, fifteen and twenty percent levels.  Additional 
cost projections ranged from $1.2 million to $5 million.  The breakeven point for 
BWC is between five and ten percent migration. The provider recommends the 
facility for the procedure. If the BWC reimbursement for an out-patient procedure 
is deemed too low, the ASC may decline the admission and the provider will then 
perform the procedure at a hospital outpatient setting. Cost-benefit analysis was 
also performed for the expanded scope of services.  For 127 procedures using a 
12% migration estimate, the savings to the bureau would be $53,000. 
 
Mr. Matesich moved that the Audit Committee recommend that the Bureau 
Workers' Compensation Board of Directors approve the Administrator’s 
recommendation to adopt Rule 4123-6-37.3 of the Administrative Code, 
“Payment of Ambulatory Surgical Center Services.” The motion consents to  
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the Administrator adopting Rule 4123-6-37.3 as presented here today. Mr. Lhota 
seconded and the motion was approved by a roll call vote of four ayes and no 
nays.  
 
UPDATE ON PROVIDER FEE SCHEDULE RULE, OHIO ADMINISTRATIVE 
CODE RULE 4123-6-37.1 
Robert Coury, Chief, Medical Services and Compliance, provided an update on 
approval of the provider fee rule, Ohio Administrative Code Rule 4123-6-37.1. 
The Workers' Compensation Board approved the rule at its September 26 
meeting and it was filed in October with the Joint Committee on Agency Rule 
Review (JCARR). BWC held its first public hearing on November 18, where the 
Ohio Association of Rehabilitation Facilities (OARF) contended that the fee 
schedule is based on the wrong section of the Ohio Revised Code and uses the 
wrong methodology. The BWC Legal Department disagrees. However JCARR 
seemed amendable to the contentions of OARF, so BWC pulled the rule and will 
remove the part of the schedule pertaining to rehabilitation. 
 
The original time-line was to implement the schedule in February 2009. The 
removal of the rehabilitation portion will delay the implementation by fifteen to 
thirty days. The rehabilitation fee portion is under review and BWC may have to 
request amendment of the Ohio Revised Code because of anachronistic statutes 
drafted to empower BWC to operate rehabilitation centers in Cleveland and 
Columbus. An alternative is to enact a rehabilitation fee schedule under the 
rehabilitation statutes. 
 
ADJOURNMENT 
Mr. Lhota moved to adjourn, Mr. Smith seconded, and the meeting was 
adjourned.  
 
Prepared by: Larry Rhodebeck, Staff Counsel 
H:\Word\ldr\WCB Audit 1208.doc 
December 22, 2008 
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