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Larry Price
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Charles Bryan

BWC Board of Directors
Thursday, April 24, 2008, 9:30 AM
William Green Building Auditorium
30 W. Spring St., 2"° Floor (Mezzanine)
Columbus, Ohio 43215

John Williams, Assistant Attorney General

Mr. Lhota called the meeting to order at 9:30 am, Thursday, April 24, 2008.

Public Forum — Provider issues
A public forum was conducted for the purposes of identifying barriers that if removed, would
promote participation and enhance the delivery of quality, cost-effective medical treatment; and
identifying strategies BWC could implement to enhance provider performance for the delivery of
quality, cost-effective health care and return-to-work services. Pre-registered participants spoke at
the forum for five minute periods. A record was made of the forum, via video and audio recording.

Recess:

The meeting was recessed by Mr Lhotaat 12:10 pm.



BWC Board of Directors
Friday April 25, 2008, 8:00 AM
William Green Building Auditorium
30 W. Spring St., 2"° Floor (Mezzanine)
Columbus, Ohio 43215

Members Present: William Lhota, Chairman
James Harris, Vice Chairman
Charles Bryan
Alison Falls
Philip Fulton
James Hummel
James Matesich
Robert Smith
Kenneth Haffey

Larry Price
David Caldwell
Members Absent: none
Counsel Present: John Williams, Assistant Attorney General

Ronald O’Keefe, Fiduciary Counsel

Call to order
Mr. Lhota reconvened the meeting at 8:00 am.

Roll call
Roll call was taken and all members were present.

Minutes of March 27and March 28, 2008 Meetings

With respect to the minutes of the March 28th meeting several changes were made. Mr. Matesich
requested that at the bottom of page three, the minutes should read: “...and his board membership
with the Wholesale Beer and Wine Association.” In addition, at the top of page four, the minutes
shall read: “Mr. Matesich has resigned his board membership with the Ohio Association of
Wholesale Distributors effective March 24, 2008.” In the first sentence of the first full paragraph
on page two, the sentence should read: “Discussion was made of Administrator Ryan’s objectives
..." At the bottom of page four, the last sentence shall read: “It was agreed that board members
would use broad interpretation of section seven to disclose board memberships.” Ms. Falls stated
she had additions that she would provide to the Board Liaison, Don Berno, for inclusion as well.

Upon motion of Kenneth Haffey, seconded by Robert Smith, the minutes of March 28, 2008 as
amended, were approved unanimously. Upon motion of Charles Bryan, seconded by Alison Falls,
the minutes of March 27, 2008 Joint Committee Meeting, were approved unanimously.

AGENDA
Chairman Lhota announced his request to change the order of some agenda items. Specifically, he
asked that the agenda item “Deep Dive” be moved to the end of the meeting. At the conclusion of
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the “Deep Dive’, the board would enter executive session for the purpose of discussing pending
litigation and personnel matters. Upon motion by Mr. Caldwell, seconded by Mr. Bryan, the
agenda change was approved unanimously. Chairman Lhota requested that Board Liaison, Don
Berno, place folders for each individual board member on the counter in the meeting room for the
purpose of providing additional documents to the Directors for the board and committee meetings.

COMMITTEE REPORTS

Actuarial Committee:
Mr. Bryan reported on committee matters. The board entertained six motions from the Actuarial
Committee.

Motion was made by Mr. Bryan, seconded by Mr. Harris, as follows: that the Bureau of Workers
Compensation Board of Directors consents to the Administrator fixing state agency and state
university employer rates beginning July 1, 2008, to achieve an overall ten percent decrease in the
total collectible premium rate from the previous year. Roll call was taken, and the motion passed
unanimously.

Motion was made by Mr. Bryan, seconded by Mr. Hummel, as follows. that the Bureau of
Workers Compensation Board of Directors consents to the Administrator adopting rule 4123-17-
33.1 of the Administrative Code, public employer taxing district credibility table used for
experience rating. Roll call was taken, and the motion passed unanimously.

Motion was made by Mr. Bryan, seconded by Mr. Matesich, as follows: that the Bureau of
Workers' Compensation Board of Directors consents to the Administrator adopting rule 4123-17-
04 of the Administrative Code, classification of occupations or industries. The motion consents to
the adoption of the rule 4123-17-04 as presented here today. Roll call was taken, and the motion
passed unanimously.

Motion was made by Mr. Bryan, seconded by Mr. Harris, as follows: that the Bureau of Workers
Compensation Board of Directors consents to the Administrator’'s recommendation of 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
motion consents to retaining rule 4123-17-20 of the Administrative Code, employer contribution to
the coal workers pneumoconiosis fund, as presented here today. Roll call was taken, and the
motion passed unanimoudly.

Motion was made by Mr. Bryan, seconded by Mr. Hummel, as follows. that 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 overall ten percent
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. Roll call was taken, and the motion passed unanimously.
Mr. Fulton emphasized that government is very capable of monitoring this fund, and that he would
have preferred that the board be more aggressive with the discount. While he supported the ten
percent decrease voted on by the Board, a fifteen to twenty percent discount would be preferable to
Mr. Fulton.



Motion was made by Mr. Bryan, seconded by Mr. Harris, as follows:. that the Bureau of Workers
Compensation Board of Directors consents to the Administrator’s Recommendation relating to the
Disabled Workers' Relief Fund rule, beginning July 1, 2008, to reduce the private employer
assessment from nine cents per one hundred dollar unit of payroll, and maintaining the current rates
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. Roll call was taken, and the
motion passed unanimoudly.

Mr. Price suggested that the Bureau staff and Board of Directors closely monitor the Marine Fund
so that the rates maintain Ohio’ s competitive position.

Audit Committee:
Kenneth Haffey discussed Audit Committee matters.

Motion was made by Mr. Haffey, seconded by Mr. Fulton, as follows: that the Bureau of Workers
Compensation Board of Directors approve changes to Rule 4123-1-01 of the Administrative Code,
notice procedure for the adoption, amendment, or rescission of rules, pursuant to the five year rule
review. The motion consents to the Administrator amending rule 4123-1-01 as presented here
today. Roll call was taken, and the motion passed unanimously.

Motion was made by Mr. Haffey, seconded by Mr. Fulton, as follows: that the Bureau of Workers
Compensation Board of Directors approve changes to rules 4123-6-31 and 4123-7-14 of the
Administrative Code, rules on the payment for acupuncture, to comply with changes in the law
enacted in Senate Bill 33 of the 127" General Assembly. The motion consents to the Administrator
amending rules 4123-6-31 and 4123-7-14 as presented here today. Roll call was taken, and the
motion passed unanimously.

Motion was made by Mr. Haffey, seconded by Mr. Fulton, as follows: that the Bureau of Workers
Compensation Board of Directors approve changes to the construction industry safety rules of
Chapter 4123:1-3 of the Administrative Code pursuant to the five year rule review. This motion
consents to the Administrator retaining five rules and amending twenty two rules of chapter 4123:1-
3 as presented here today. Roll call was taken, and the motion passed unanimously. Mr. Fulton
noted that he and Mr. Cadwell had discussed the process used by the Division of Safety and
Hygiene to review and develop these rules, and was encouraged by the review committee’s desire
to continue meeting as awork group.

Mr. Haffey discussed the external audit that will begin in May of 2008, with internal audit staff
assisting. A report should be issued by September 30, 2008. Mr. Haffey anticipates we will
receive a draft management letter in mid-July. Joe Bell, Chief of Internal Audit isworking hard to
implement House Bill 166 through his position as Acting Director of the OBM project. At the audit
committee meeting, James Barnes, Chief Legal Officer, provided a litigation update.



Governance Committee:
Ms. Falls reported that an ad hoc legal affairs committee was discussed at the Governance
Committee meeting. It was suggested that the Audit Committee establish a sub committee that
would address legal affairs. It was noted that all committees should have the authority to establish
sub committees, and that the Governance Committee was recommending that all committee
charters be amended to reflect this ability.

Also at the Governance Committee, Mr. Fulton noted that there is a lack of understanding of the
Board's progress at the General Assembly. Before both the committee and the full board, Mr.
Fulton suggested that the board prepare an update on its progress for the General Assembly. The
report should discuss what the board is doing, what we have accomplished and where the Board is
headed. Mr. Matesich agreed with thisidea, and also expressed that individual board members can
assist with this communication when they speak at public functions. Mr. Caldwell indicated that it
is also important that a collective message be prepared that represents the whole board. Mr. Lhota
indicated he was willing to meet with both House and Senate Insurance Committees to present the
report, and emphasized that this idea be given priority.

Investment Committee:

Mr. Smith reported that Bruce Dunn, Chief Investment Officer, discussed the request for quote for
an intermediate duration U.S. fixed income passive index manager. The selection process was
rigorous, and was assisted by Mercer Consulting. Motion was made by Mr. Smith, seconded by
Mr. Harris, as follows. that the Workers Compensation Board of Directors adopt the
recommendation of the Investment Committee and approve the selection of Barclays Global
Investors to serve as an intermediate duration U.S. fixed income commingled passive index
manager for the Bureau of Workers Compensation, upon such terms as are outlined in Barclays
Glaobal Investors' response to the request for quote issued March 11, 2008 and such other terms as
are favorable to the Bureau. Roll call was taken, and the motion passed unanimously.

Ms. Falls noted that Mercer Consulting was complimentary of the Bureau's process for selecting
the fund manager, and was supportive of the decision to select Barclays. Further, thisis consistent
with the mandate for proceeding with securities lending with Barclays. A discussion of asset
allocation ensued.

Monthly Financial Report
Tracy Valentino, Chief of Fiscal and Planning, presented to the Board. A handout was included,
and is incorporated by reference into the minutes. For the second consecutive month, there was a
reduction in net assets due to an operating loss. This is a consequence of less than expected
premiums and a monthly loss of seventy million dollars. Other aspects of the financial statements
were discussed by Ms. Vaentino. The bonds for the William Greene building are scheduled to be
retired by 2014. Director Matesich queried why, if there were two annual payments, they weren’t
equal invalue. Ms. Vaentino responded that one payment was for principal, the other for interest.
In response to a question from Mr. Bryan, Ms. Vaentino discussed initiatives to reduce costs,
including electronic funds transfer of benefits, the renting of office space, and employer premium
payment compliance. With respect to the administrative budget, the highest percentage of costsis
alocated to operations, with the second highest percentage alocated to information technology.
Ms. Valentino indicated that a fiscal year budget is prepared as a result of internal processes to
allocate resources based upon services performed and planned strategies for the year. Marsha
Ryan, Bureau Administrator, discussed metrics being combined for enterprise reporting package.
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Thisisawork in progress. Variance analysis shall be incorporated. The Board will be able to see
what is occurring over time. Ms. Falls complimented the staff work and the presentation of the
financials. Ray Mazzotta, Chief Operating Officer, indicated that the Board will be able to use
these as a guide. Ms. Ryan noted that enterprise reporting will assist the Board with decision
making. Mr. Price emphasized the need to report changes over time, so as to demonstrate the
progress that the Bureau has been making. Ms. Valentino will supply to Director Fulton and the
Board a review of the changesin SB 7 that relate to the collection of delinquent accounts to see if
the changes were helpful.

Administrator Briefing

Ms. Ryan mentioned that House Bill 456 is a hill involving healthcare reform, which includes a
premium discount program for wellness programs. This bill needs more discussion and actuarial
analysis to determine effect. The pneumoconiosis mine safety bill was introduced Wednesday of
this week. A handout explaining this bill is incorporated into the minutes by reference. Ms. Ryan
has provided the board with packets concerning this bill. Triggers will be placed in implementation
mine safety program funding rules, which triggers shall monitor both net asset to liability and
expense to investment income ratios. 1n response to a question on the mine safety funding program
asked by Mr. Harris, Mr. Dunn noted that there was a subcommittee of Bureau staff formed to
discuss and formulate financial threshold triggers for the Coal Workers' Pneumoconiosis Fund
related to the proposed mine safety fund program including, in particular, the trigger indicating that
the total expenses of the fund may not exceed seventy percent of the interest and dividend income
of the fund in the second year and beyond. Money to be utilized for funding of the program is the
interest and dividend income generated by the Coal Workers Pneumoconiosis Fund. The bill
originated in the governor’s office, subsequent to a study that was conducted. Ms. Ryan mentioned
that she, along with staff including Mr. Dunn and Lee Damsel, Director of Investments, met with
the Treasurer of State, Richard Cordray, to discuss the banking needs of the Bureau. The
discussion went very well. Mr. Haffey noted that Ms. Ryan recently made an outstanding
presentation to a Cleveland area employer assistance group. This presentation is indicative of the
good will demonstrated by the Bureau and Ms. Ryan, to the stakeholders of the workers
compensation system.

Ms. Falls noted that yesterday’ s public forum was excellent. Ms. Fallsraised an issue regarding the
process for follow up and response. Ms. Ryan indicated that the process includes sending |etters to
the participants and assigning issues raised by participants for further evaluation and prioritization.
Bob Coury, Chief of Medical Services and Compliance, indicated that the process has already
begun with regard to yesterday’ s forum, as he is putting together a document to provide participants
on issues being pursued. Ms. Ryan emphasized the importance of follow up. Ms. Falls noted that
Board feedback is ongoing.

Mr. Lhota recessed the meeting at 9:41 am, for a short break. The meeting was reconvened by Mr.
Lhota at 9:50 am.

Deep dive
A presentation was made concerning the managed care organization (MCO) program and Ohio’s
Health Partnership Program (HPP). George Smith, Executive Director of the MCO League of
Ohio, was introduced by Ms. Ryan. The presentation, along with a handout incorporated into the
minutes by reference, was made by Mr. Smith. Mr. Smith emphasized the importance of the
partnership aspect of the HPP, including the fact that it arose out of bipartisan legidation, it is
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administrated by the Bureau, and includes vendors known as MCOs. HPP began March 1, 1997.
The program was designed to help oversee the effective management of medical services and
indemnity costs of injured workers, thereby favorably impacting employer premiums. Mr. Smith
indicated there are currently twenty-four MCOs today in HPP versus fifty-seven in 1997. Mr.
Fulton noted that there is a disconnect between the system and the treatment guidelines.
Observations on connecting these have been made. Mr. Smith noted there are checks and balances
in the systems, and perhaps a more libera interpretation of the Miller criteria needs to be
considered. Mr. Smith noted that there are MCOs and employer groups with economic
relationships, and that some groups endorse M COs, while others do not.

Mr. Fulton noted that there was a firewall between third party administrators and MCOs, and that
there were administrative rules to prevent MCO's from direct financial benefit from the
endorsements of groups or Third Party Administrators.. Mr. Matesich raised the issue of conflicts
of interest that were mentioned at the open forum the day before, and asked for more information
about those alleged conflicts. Mr. Smith responded that statutes, rules and contracts state how
MCO’s should provide services. He aso noted that the MCOs follow established national
practices regarding referrals. Mr. Hummel raised the issue of pay for performance and report cards.
While he supports this idea, Mr. Hummel asked whether there are better ways to handle the issue.
Mr. Smith noted that it is difficult for implementation in the public sector, as a consequence of
freedom of choice regarding doctors, and agency permission for any provider to participate. The
MCOs now have access to information regarding prescription drugs in individual claims, with the
prescriptions being managed by a pharmacy benefits manager. Ms. Ryan noted that a study is
being conducted concerning this issue. Mr. Fulton noted that freedom of choice of provider is
important in the system. Mr. Haffey noted that HPP implies a partnership, and he seeks an
atruistic system that isfair for everybody.

Upon mation by Mr. Harris, seconded by Mr. Matesich, the Board entered into executive session, to
discuss pending litigation with representatives of the Attorney General’s office, and to discuss
Bureau personnel matters. Roll call was taken, and the motion passed 11-0. The Board entered
executive session at 11:56 am.

Adjournment

Upon completion of the executive session to discuss pending legal actions and personnel matters
the public was invited to return to the board room. A roll call vote was taken upon a motion made
in executive session by Director Harris and seconded by Director Hummel to adjourn from
executive session. Theroll call vote was passed 10 — 0.

Chair Lhota indicated for the record that Director Fulton participated in the discussions on pending
legal matters but adjourned from the board room and thus did not participate in any way when the
board discussed personnel matters.

Upon a motion by Director Matesich and seconded by Director Caldwell the board voted 10 — O to
adjourn the meeting.

The meeting was adjourned at 1:00 pm.

Minutes taken by Tom Woodruff, BWC Staff Counsel



