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Objectives of this Session




. Objectives

= High level review of experience rating plan types and of experience rating plan performance
measures

» Understand the impact of both future experience rating plan changes being considered as well as
past changes to the plan

= Understand the options for mitigating premium volatility
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Comparison of Experience Rating Plans




Comparison of Experience Rating Plans

Losses

Base Rated or
Experience
Rated

Types of Plans

Loss Treatment
Differs
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Experience
Rating Plan

Split Plan

Split Losses into
Primary and
Excess
Components

Primary losses
represent claim
frequency; excess
are severity

No Split Plan
(Ohio)

Total Losses are
used in formula,
with cap applied




Comparison of Experience Rating Plans
Credibility

Split Plan

Credibility -
Separate Credibility
measures for
Primary and Excess

losses (Zp and Ze)

Max of 91% for
Primary, and 57%
for Excess;
Combined Max

range from 60% to
75%
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No Split

Plan
Credibility

One Credibility
measure applied to
the total losses

Current Max of 85%
at $1 million



Performance Measures




Performance Measures

Loss Ratio Equity

= How do we know if experience rating is fair and equitable? Is the plan predictive of future loss

cost differences?

= A basic way to review plan performance is to examine the loss ratios before and after experience
rating has been applied—the desired outcome is equal loss ratios across the range of debit and

credit risk groups. [we are ignoring possible expense differences]

Example of desired experience rating plan results

Quintile Manual Exp Rated
Rank  Description Loss Ratio Loss Ratio

1 Highest 150% 85%

2 High 100% 78%

3 Average 80% 83%

4 Low 60% 75%

) Lowest 40% 82%

Total 80% 80%

The experience rated
loss ratios are within a
few points of the total,
or average. Rarely will
the loss ratios be
exactly equal with real
insurance data.
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Split Plan Summary Results




Split Plan Summary Results
Plan Defined

Split Plan Scenario

$10,000 Split (primary)
MSL $175k

Max Credibility of 66%

SACC = %$7,000; G=7.0
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Split Plan Summary Results
$10,000 Split Point

Loss Ratios by Group Status

Policy Year 2003

Policy Year 2004

Policy Year 2005

Policy Status Current Plan 10N Current Plan 10N Current Plan 10N

Group 145.1% 89.0% 131.7% 77.8% 117.7% 75.7%
Non Group 63.8% 79.7% 53.4% 67.7% 56.1% 69.2%
Base Rated 80.2% 106.8%. 73.7% 7' 90.0% 83.0% / 96.1%
Total 87.5% 87.5% 75.0% /  75.0% 755% 75.5%
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The loss ratios of Group
and Non Group segments

move towards the average
(total) with this split plan
scenario




Split Plan Summary Results

$10,000 Split Point

Loss Ratios by Premium Size

Policy Year 2003

Policy Year 2004

Policy Year 2005

Premium Ranges Current Plan 10N Current Plan 10N Current Plan 10N

$4,500,000 > 148.5% 86.9% 156.2% 84.0% 126.8% 76.4%
$1,000,001 to $4,500,000 124.2% 83.3% 95.1% 68.2% 103.4% 73.1%
$250,001 to $1,000,000 62.1% 76.0% 49.8% 62.1% 60.3% 71.9%
$50,001 to $250,000 61.8% 79.3% 53.7% 70.6% 54.6% 70.3%
$50,000 < 69.5% 86.9% 59.1% / 75.3% SG.Uo/ 68.5%
Total 89.2% 84.2% 75.3% 723%| _—T74.0% 72.1%

The loss ratios by premium
size also move towards the

total average with this split
plan
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Split Plan Summary Results
$10,000 Split Point

Experience Rated Loss Ratios by Size and Quintile--Policy Year 2005

Greater than $4,500,000 | $1,000,001 to $4,500,000| $250,001 to $1,000,000 $50,001 to $250,000 Less than $50,000
Quintile Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N
1 420.2% 74.6% 378.1% 87.8% 91.2% 71.9% 57.3% 64.6% 47.6% 62.1%
2 276.9% 97.9% 166.1% 75.3% 58.9% 65.6% 57.9% 78.2% 54.3% 74.0%
3 230.3% 88.9% 115.6% 77.7% 57.0% 70.6% 58.4% 56.7% 49.4% 57.8%
4 104.7% 77.0% 86.1% 70.8% 44.9% 64.1% 42.7% 73.8% 58.9% 63.1%
5 59.3% 61.0% 58.5% 59.8% 60.7% 83.3% 57.4% 75.5% 64.6% 82.3%
Test Statistic 30.73 0.66 53.60 0.61 0.49 0.07 0.18 0.16 0.13 0.11

*As demonstrated on slide 9, the equity in the rating plan is improved with the new split plan, as the loss ratios are much more

similar across the quintile segments.

*The test statistic is a formal measure of performance:

*A measure above 1.00 means the experience rating plan is making results worse, or less equitable

*A measure below 1.00 means the experience rating plan is predictive of higher costs, improving equity

|n all cases a lower measure is better
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Split Plan Summary Results
$10,000 Split Point

Experience Rated Loss Ratios by Size and Quintile--Policy Year 2004

Greater than $4,500,000 | $1,000,001 to $4,500,000| $250,001 to $1,000,000 $50,001 to $250,000 Less than $50,000
Quintile Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N
1 513.6% 104.3% 392.8% 85.0% 72.5% 54.3% 54.7% 65.2% 45.0% 47.7%
2 477.6% 90.2% 144.6% 72.9% 42.0% 54.3% 57.7% 72.8% 43.1% 86.3%
3 180.8% 92.9% 93.3% 68.9% 53.7% 54.0% 49.0% 68.7% 55.3% 69.7%
4 95.6% 68.7% 75.9% 60.3% 42.8% 74.5% 51.4% 67.9% 56.0% 75.1%
5 74.3% 67.4% 57.5% 60.9% 47.5% 68.4% 55.6% 75.5% 76.8% 87.4%
Test
Statistic 64.17 0.96 67.82 0.51 0.44 0.14 0.05 0.04 0.28 0.22

*The test statistic is a formal measure of performance:

*A measure above 1.00 means the experience rating plan is making results worse, or less equitable

*A measure below 1.00 means the experience rating plan is predictive of higher costs, improving equity

|n all cases a lower measure is better
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Split Plan Summary Results
$10,000 Split Point

Experience Rated Loss Ratios by Size and Quintile--Policy Year 2003

Greater than $4,500,000 | $1,000,001 to $4,500,000| $250,001 to $1,000,000 $50,001 to $250,000 Less than $50,000
Quintile Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N Current Plan 10N
1 639.6% 113.0% 467.0% 92.3% 92.0% 74.2% 61.1% 63.7% 55.5% 60.5%
2 421.4% 119.1% 197.4% 91.9% 56.5% 74.6% 62.1% 86.8% 41.6% 71.1%
3 185.5% 101.9% 128.9% 81.7% 55.2% 68.1% 61.2% 70.4% 80.2% 100.9%
4 105.3% 84.2% 100.9% 77.3% 70.4% 77.3% 58.0% 76.7% 67.1% 82.0%
5 74.3% 69.6% 76.4% 78.6% 51.0% 82.7% 64.9% 90.7% 82.6% 97.5%
Test
Statistic 135.61 2.34 32.13 0.13 0.79 0.04 0.02 0.13 0.40 0.19

*The test statistic is a formal measure of performance:

*A measure above 1.00 means the experience rating plan is making results worse, or less equitable

*A measure below 1.00 means the experience rating plan is predictive of higher costs, improving equity

|n all cases a lower measure is better
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Impact of Past Credibility Changes
Group rating and credibility

A confluence of credibility issues

The past and present credibility tables give too
much weight to the loss history of large risks, with
large defined as expected losses of roughly 250k
and higher

The OBWC has not had regular updates to the
credibility table to recognize inflation indexing

Effective July 2008 the credibility is 85% for
expected losses of $1M; other states with
comparable benefit levels have a credibility of
roughly 50% at $1M

The maximum credibility level also defines the
maximum experience rating credit: a large risk or
large group with minimal losses can receive an
experience mod of 0.15, or an 85% credit

Experience rating is revenue neutral, meaning no
additional dollars should be gained or lost after all
debits and credits are applied (in practice there is
always a slight impact)
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Large Employer

Group

Constancy—has a risk
profile that does not change
much over time

Risk profile changes can be
significant as members are
dropped and added

Homogeneity-Represented
by a few manual classes,
typically having one large
primary class

Heterogeneous—risks may
come from the same
industry group, but
represent many different
classes

All loss experience stays
with the employer over time
for experience rating
purposes

Loss experience stays with
the risk, but not with the
group, allowing for adverse
selection

Qualifies for higher
credibility and therefore
higher credits or debits from
experience rating

Qualifies for the same level
of credibility as a large
employer, even though a
group does not statistically
resemble a large employer




Impact of Past Credibility Changes
Base rate off balance adjustment

The combination of excessive credibility for large risks and rules allowing groups to be rated as large risks
has resulted in a significant rate imbalance within the OBWC rating plan.

In the follow series of tables, we show the progression of how the premium imbalance evolves from the
current group rating rules and the interaction with experience rating credibility

This first table shows the full indicated premium for class ‘123’, as determined by the ratemaking process:

Payroll [in Base Rate Experience Premium[in
Class millions] [per $100] Modification  millions]
123 $90.0 $2.0 1.00 $1.8

The next table is an example of introducing experience rating within the class, where the overall premiums
are in balance:

Payroll [in Base Rate Experience Premium[in

Class millions] [per $100] Modification millions]
123 $30.0 $2.0 1.25 $0.8
123 $30.0 $2.0 1.00 $0.6
123 $30.0 $2.0 0.75 $0.5
Total $1.8
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Impact of Past Credibility Changes
Base rate off balance adjustment

When we introduce a group program, there is financial incentive to move to a group with the promise of
discounted premiums. In this example, $60 million of the $90 million of payroll moved to group with an
EM of 0.35, or a credit of 65%.

Payroll [in Base Rate Experience Premium[in

Class millions] [per $100] Modification  millions]
123 $15.0 $2.0 1.25 $0.38
123 $10.0 $2.0 1.00 $0.20
123 $5.0 $2.0 0.75 $0.08
123 $60.0 $2.0 0.35 $0.42
Total $1.07

By adding group membership the premium decreased to $1.07 million from $1.80 million for the class,
however there is not a commensurate decrease in loss costs. From a rating perspective the credibility is
much higher for those who joined group, but from a statistical perspective the credibility did not increase as
much as the current plan allows. In addition, group membership changes each year as determined by the
four year experience rating history, further biasing the experience rating data and diminishing the
credibility of the groups.
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Impact of Past Credibility Changes
Base rate off balance adjustment

To bring premiums back in balance at the class level, an off balance adjustment is applied to the base
rate. In this case the off balance is 1.68, increasing the base rate to $3.4 from $2.0, and restoring the
total class premiums to $1.8 million. We are now in balance overall, but not by class (group and non

group)
Note the actual OBWC average off balance has been running around 1.49.

Payroll [in Base Rate Experience Premium[in

Class millions] [per $100] Modification  millions]
123 $15.0 $3.4 1.25 $0.63
123 $10.0 $3.4 1.00 $0.34
123 $5.0 $3.4 0.75 $0.13
123 $60.0 $3.4 0.35 $0.71
Total $1.80

The non group premium level is $0.66 million from the previous slide after rounding (0.38+0.20+0.08),
however the premiums have increased to $1.10 million (rounded) by virtue of the base rate off balance.
Group premiums have decreased by the same amount, $0.44 million (from $1.15 to $0.71). Rounding
differences cause the totals to be off by 0.01

While this example is illustrative only, it clearly shows how the premium charges shift with the interaction of
group rating and experience rating. Unfortunately the shift in premiums is not supported by the actual
results.

© 2008 Oliver Wyman ® www.oliverwyman.com



Impact of Past Credibility Changes
$10,000 Split Point example

Loss Ratios by Group Status

Policy Year 2003 Policy Year 2004 Policy Year 2005
Policy Status Current Plan 10N Current Plan 10N Current Plan 10N
Group 145.1% 89.0% 131.7% 77.8% 117.7% 75.7%
Non Group 63.8% 79.7% 53.4% 67.7% 56.1% 69.2%
Base Rated 80.2% 106.8% 73.7% 90.0% 83.0% 96.1%
Total 87.5% 87.5% 75.0% 75.0% 75.5% 75.5%

Premium Distribution by Group Status

Policy Year 2003 Policy Year 2004 Policy Year 2005
Policy Status Current Plan 10N Current Plan 10N Current Plan 10N
Group 408,225,707 665,258,810 394,258,436 667,095,381 395,388,376 614,350,985
Non Group 897,396,952 718,754,681 1,011,954,561 798,274,973 962,351,017 779,917,369
Base Rated 314,620,176 236,229,343 327,356,187 268,198,830 267,036,124 230,507,163
Total $ 1,620,242,835 $ 1,620,242,835 $1,733,569,184 $1,733,569,184 $1,624,775,517 $1,624,775,517

Notes: The premiums shown are gross of all discount programs, and exclude ACF and DWRF charges;
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Impact of Past Credibility Changes
$10,000 Split Point example

The table below shows the premium changes resulting from adopting a 10k split plan relative to the rating plan used in
each respective policy year.

The resulting premium changes tell us:

*The rate level imbalance between group and non group improved from 2004 to 2005 with the change in
credibility tables from 100% to 95%

*The rate level imbalance is near zero with these policy years modeled on a 10k split plan. This is an
approximation only, which excludes the impact of all discount programs, and the annual reconstitution of group

membership

Policy Status

Policy Year 2003
Credibility Max of 100%

Policy Year 2004
Credibility Max of 100%

Policy Year 2005
Credibility Max of 95%

Group Non Group Group Non Group Group Non Group
Current 408,225,707 1,212,017,128 394,258,436 | 1,339,310,748 395,388,376 | 1,229,387,141
Plan 10N 665,258,810 954,984,025 667,095,381 | 1,066,473,803 614,350,985 | 1,010,424,532
Dollar Change 257,033,103 (257,033,103) 272,836,945 (272,836,945) 218,962,609 (218,962,609)
Percent Change 63.0% -21.2% 69.2% -20.4% 55.4% -17.8%

CAVEATS:

*Non group includes base rated risks in this table

The premiums shown are gross of all discount programs, and exclude ACF and DWRF charges, therefore these
percentages and dollar amounts are illustrative in magnitude only, and are not consistent with the full premium

calculation.

A rate imbalance would likely still result under a 10k split plan with the current group rules that allow for annual
changes in group membership. The premiums calculated are estimates, with the assumption of static group

membership.
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“True” Premium Cost




True Premium Cost
Base Rates

Base rates will decrease if the average experience rating mod increases

» For example, the average experience mod changed from 0.58 to 0.79 for policy year 2005 in the
scenario modeling a 10k split plan. After accounting for base rated business, this results in a 23%
decrease to the base rate. This measures the change from a 95% credibility table to a full split
plan.

* In modeling the premium impact of moving from the July 2008 85% credibility table to a full split
plan, the base rate decrease is 10.6%.

= National comparisons of Ohio WC premiums will benefit as the base rates move towards a more
neutral, “base” level. The typical base rate offset for other states is 1% to 2%, whereas Ohio
could still have an offset in excess of 25%.

CAVEAT: These examples assume a static group program—the actual results will be less of a base
rate decrease with group reconstitution)
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True Premium Cost
High level impact

Likely to pay less premium

» Base rated risks
= Non group experience rated risks
= Larger experience rated premium sizes

= Retro and one claim program risks

. ]
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Likely to pay more premium

Group rated risks

Risks removed from group



Impact Mitigation Strategies




Impact mitigation strategy

= Current policyholders in group, and those removed from group, could realize a significant increase
in premiums with the adoption of a new experience rating plan and appropriate credibility levels.

= |f a group risk currently receives the maximum discount of 85%, with an Experience Mod (EM) of
0.15 as of July 2008, their discount could change to 50% under a split plan, or 50/15= 233%.

= Likewise, a risk removed from group in 2008 could see their EM increase from 0.15 to 1.00 or
higher, which is an even larger increase (1.00/0.15=567%)

» These are clearly not stable or predictable premium movements, and could be disruptive to
business in general
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Impact mitigation strategy
Group policy capping

The capping process considered for Group policies is a three stage premium computation:

1. Compute the new
policy premium with
the original '85%’
credibility table using
new payroll and new
loss experience

2. Compute the new policy
premium using the same
information as [1], except us
the new experience rating
plan/credibility

(0]

3. Cap the premium
increase from the change
in plan/credibility only to
$500. If the $500 level is
exceeded, then cap the
increase at 20%.
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Impact mitigation strategy
Typical Policy Examples—draft stage

Scenario—Policy Impact examples of moving from current 85% table to a 77% table-Group only

= Captures change in experience rating credibility table only

=  Allow premium changes to reach $500, with a 20% cap for increases over $500

= New 77% table is based on a progressive movement towards a 10k split plan curve

Premium Size Range

Average Premium

Average Premium

Average Premium
with 77% Table after

Percent Change after

Approx 12,000 risks

: . : . ,
with 85% Table with 77% Table Capping Capping
$0-$500 .
Approx 30,000 risks $241 $301 $301 25%
$501-$999 0
Approx 15,000 risks $721 $920 $920 28%
$1,000-$2,499 $1,613 $2,018 $1,969 22%
Approx 19,000 risks ’ ' '
$2,500-$4,999 .
Approx 11,000 risks $3,552 $4,296 $4,081 15%
$5,000-$9,999 0
Approx 8,000 risks $7,077 $8,216 $7,941 12%
$10,000+ $45.307 $47.374 $47.001 6%
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Impact mitigation strategy
Non group policy capping--EM

The capping process considered for non group policies is more basic, and is aimed to reduce the
volatility of employers removed from group

1. Compute the new premium for each non group risk using updated payroll, loss experience,
and the new rating plan/credibility table.

2. Compare the new experience mod (EM) to the prior renewal experience mod, and cap the
increase at 100%.

3. Compute the new premium using the capped EM, and repeat the EM capping in subsequent
renewals until the full EM is realized.
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Impact mitigation strategy
Typical Policy Examples—draft stage

Scenario—Policy Impact examples of moving from current 85% table to a 77% table--risks removed from

group only

= Captures changes in experience rating credibility, in group membership, in payroll and in experience rating history

= Experience Mod change capped at 100%

Premium Size Range

Average Premium

Average Premium

Average Premium
with 77% Table after

Percent Change after

Approx 1,100 risks

with 85% Table with 77% Table : Capping
Capping
$0-$500
$199 $719 $300 50%
Approx 1,300 risks
$501-$999
$736 $2,900 $1,210 64%
Approx 500 risks
$1,000-$2,499
$1,633 $6,270 $2,721 67%
Approx 700 risks
$2,500-%$4,999
$3,630 $12,303 $5,963 64%
Approx 600 risks
$5,000-$9,999
$6,970 $20,774 $11,511 65%
Approx 500 risks
$10,000+
$55,041 $91,436 $79,883 45%
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Impact mitigation strategy
Typical Policy Examples—draft stage

Scenario—Policy Impact examples of moving from current 85% table to a 77% table-non group (excluding
rejected group members)

= Captures changes in experience rating credibility, in payroll and in experience rating history

= No caps are applied to decreases in these examples

Premium Size Range

Average Premium

Average Premium

Average Premium
with 77% Table after

Percent Change after

Approx 13,000 risks

with 85% Table with 77% Table Capping Capping
Approios-i?ooooo risks $212 $202 $203 4%
Appriiozléi)go%grisks $72l $681 $681 6%
Apirlé?(ogéiizdggriks $1,604 $1,506 $1.507 %
Apirzéiolo?;%dggr?sks $3,519 $3,304 $3,302 6%
Ap$p)5rf>? g:ﬁg(’)g?igks $7,021 $6,659 $6,585 5%
$10,000+ $77 155 672,015 560,047 i
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Impact mitigation strategy
Aggregate capping Impacts—draft stage

While capping helps smooth the transition to a
new rating plan for individual risks, there will also Approximate Revenue
be a premium revenue impact Year Modeled Impact
It is also possible to recapture some or all of the
lost revenue through a base rate off-balance, .
however the capping process would need to be 2009 $35 Million or 1.8%
reiterated several times to reach the desired
level.
2010 $35 million or 1.8%
These impacts capture the effects of capping on
all policies, group and non group
Only the 2009 policy year includes the actual 2011 $20 million or 1.0%
movement of risks from group to non group,
therefore the revenue impacts on 2010 and 2011
are understated. 2012 $5 million or 0.25%
2013 Less than $1 million
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Recap
Summary

» The OBWC is considering a split plan structure for experience rating, which is the current form
used in almost all other states.

= |nitial testing of the 10k single split plan show improved performance across most classes. If
group rules remain unchanged, the performance modeled here will be diminished by group
membership reconstitution and possible growth in group membership.

» The interaction of group rules with the current experience rating plan credibility has resulted in a
large base rate off balance for Ohio. The credibility changes in 2005 helped to reduce the
iImbalance between group and non group

= Groups do not emulate large employers statistically, even though they are rated as such

» The premium increase mitigation options are effective in reducing premium volatility, however
perceptions can vary as to what is reasonable. The potential revenue impact of capping must be
considered, not to mention that the systems implementation of premium capping is above average
in difficulty.
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MIRA 11-Web Design and Services

Transparency
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Existing Screens

m Individual Claim Costs Screen
m Claim Costs - by Policy

I:\Actuarial_Confidential\Board of
Directors\2008 Meetings\04 April
2008\Drafts\MIRA 11 Act Committee April

OOOO



Individual Claim Cost — pgl

Foous an [x] 7 =1 b LL) )|
lon off haelp print rearch glostary conlact @

Ohio Employers

AccidentAnjury nfo « Injuredd worker Clalm #
Cladomy bnfor s Serdce: (Individual claim costs) - Claim costs display D00 DE0er2006
Chladin Payingil =
Clhalm BeTerancae Info ..
Convel ad) i loak-ups Policy numbier
Ermgioyer Serdces » water end dale |
Ouick Pay Appealed o ICICourt MO
Salely SePAces »
Sell-lnaumad
Forms Risk cogt
Section Map Medical: $5.394.33
Ly 1 Indermnity. $0.00
Reserves: $11,556.00
Live suppor availabla Total: $16,950.83
Monday through Friday
7:30am. - 530 pm
Chck D e Ta gaet lslp!

Sunrplus cost
Madical: $0.00
Indemnity $0.00
Resemnes: $0.00
Total: $0.00

Migcallanaous cost
Subrogation amaunt $0.00
Handicap percentage: 0%

P b

ion Tracking | Claim Assignment | Claim Cedification
Claim Docurments | i Partes o il A Siatus
Compensation Benetl Summary | Cormraspondence Informalion | Demographic Information
Exarm Infarmation | Injurgiiingss informalion | Diagnosis nfg | Moles iInfarrmation
Helim to rk History MIRA I Menu

I:\Actuarial_Confidential\Board of
Directors\2008 Meetings\04 April
2008\Drafts\MIRA 11 Act Committee April




Claim Cost — pgl

Accidentnjury info «» Employer: ! Policy 2
Claim hifo » Service: Claim costs
Claim Payment »

Clamn Reference Info »

Coverage look-up

Employer Sendces w

Ouick Pay

Safety Senices »

Sefnsured »

55N
Forms fithoe: Medical and Lost Time
Section Map Benefit type: Medical and Lost Time Diop down meny witt

Log Off GQuarer end dale. 93WA00] ——————— previd Us gy arter history -
20 guarers
Total Unlirited
Charge
$149.83 £0.00 £0.00 $149.33
$360.85 $0.00 $0.00 $260.85
$165.73 $0.00 $0.00 #6573
$230.83 $0.00 $0.00 $230.83
$2,145.90 $8,316.00 $0.00 $10.465.90
$68.53 £0.00 £0.00 §68.53
46353 $0.00 $0.00 FAB3 53
$2.591.36 $1.714.96 §0.00 $4.306.32
$46.60 $0.00 £0.00 §46.60
$46 60 $0.00 $0.00 §46.60
Mext Records
Enter policy nymber | Risk Cost | Syrplys Cost | Miscellanegus Data | Summary claim dala
Detail claim data | Claim histary

Risk cost

Injury year

Live suppor available Claim Medical Risk Cost  Indemnity Risk Cost MIRA Reserves Risk
Monday through Friday
130 am. - 530 p.m.
ChCk tvere to dget el

XTI EFEEEXE

MIRA Il Meny

prévious
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MIRA I1-New Web
Services

I:\Actuarial_Confidential\Board of
Directors\2008 Meetings\04 April
2008\Drafts\MIRA 11 Act Committee April

757N nnt



New MIRA Il Screens

m Individual Claim Reserve Prediction

m Individual Claim Payment Transaction
m Summary of Reserve Changes

m Individual Claim Reserve History

m Claim Status History

m Annual Claim Costs Statistics
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Individual Claim
Reserve Prediction
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Claim data info — claim — pgl

Homae Injured Workers Uhio Employers Medical Froviders BWL Library

Ohio Bureau of Workers’ Compensation

? \
help

|l":-|| on

Create g-account
Your privacy

Site Map

About BWC
Current news

Service: Predciion history

Prediction history

Claim: 99-693266

Most recent prediction date: 07082007
Medical: $50,000.00

Indeminity: $30,000.00

Reserve; $20,000.00

Live Support available
Monday thraugh Friday
7:30 am - 5:30 pm

Click |
| Collapzed view I}

< View quarter ending dates

search

DA

Bl el ros i rwesd

Contact

kL

|:|||'|:."..‘l|',,' - mocount

Link to the (downloadable) - Claims
reserve change report

Hote. Downloadable file will only
dizplay most recent predection week (if
applicable} and the weeks within the
zelected quarter.

= Show all

Indemnity

|RE SErve

| Opened view L lQuarter end date [Medical
QE:'";J";E & $125.00

F500.00

3,000,001

F150.00 $1000 .00

10.000.00

F100.00 F200.00

o, DO

e

Link to Claims
inquiry report

previous

Enter policy number | Claim data informalion | Pavment fransaction | Claim reserve change repor
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Claim data info — policy -pg0

mjui el Workers hilio o ledical Froviders = BWC Library ~ontact Us

Ohio Bureau of Workers’ Compensation T
| ) L ) 3|
Create e.account log on help search glossary comtact  e-account
Your privacy
Site Map Service: Claim dats Information

Aboun BWC
Current news

Claim data information

Live Support available | This semice offering allows authonzed users to view or download a comma-separated, value file containing

Monday through Frida¥ | claim costs information for specific claims associated with an indiidual policy
7:30 am - 530 pm

Click here to get help!
Click here to get hel |:'g|”_~\,1
or

Dolfiom| §
ar
Federal tax ID’ 2

{or)
$$N|
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Claim data info — policy- pgl

Ohio Bureau of Workers’ Compensation B e owie i

HAQRNIRIETESE OF i
(1 v 3 ) “B
Create e-account log on help search glossary contact e-account
Your privacy

Site Map Service: Claim data informeton

About BWC

Current news

Claim data information

Livie Support availabla

Monday through Friday R lts 1- i
7:30 am - 5:30 pm Mgilélgrllgﬁtu

Click here to get help! - . ) Total Cost rediction
— date

00-520268 Flaz28 Fldz2.82 11
01-553074 $143 28 $143 88 10082007
BE-S0HR032 F1dz28 14388 QEUA 200 T
B9- 1255008 ¥4z 88 4388 0852007
032-520266 $143 58 F143 88 0722007
01-263589 Faz28 Fidz.82 QG0 f20 7
00-858077 $142 28 $143 88 051472007
02126807 $143 .88 $143 58 Q02007
01-520568 ¥145 88 4388 03222007

Previous

Enter policy number | Claim data information | Payvment fransaction | Claim reserna change report
lalm resernve histord repart | MIREAI annual statishcs
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Claim data info — PDF — pg2 (Example From MIRA | CIR Tool. MIRA 11 Claim Information Report will have a number of new
claim data elements)

Clalm Hum ber: CLAIM IHGUIRY REPORT

Clalman

Rep O rt Data (sections): .I ¥ cuarter Ehding: 1213 12007

mClaim Info

mPolicy Info

mPayment Info

minjury Info

mDependent Info
mMedical Payments
mindemnity Payments
mMedical Payment Trends

mReserve Adjustment
(suppression)

mTotal Cost of Claim-
Paid=Reserve
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Reserve Prediction Report
Injured worket

IMost recent prediction

Claim information === 1=t

E Dependent information 4th
5

Claim status: Mumber of dependents: 1st page
Filing date: Dependent 1 relationship:

Activelnactive status: Dependent 1 birth date:

Activelnactive date: Dependent 2 relationship:

CpenfClose status: Dependent 2 birth date:

Date claim closed: Dependent 3 relationship:

LMI date: Dependent 3 hirth date:

Betiefit type code: Dependent 4 relationship:

Type accident: Dependent 4 birth date:

CO2 status: Dependent 5 relationship:
LIEA irjuey type: Dependent 5 birth date:
Date of death: Dependent & relationship:
Age at injury: Dependent 6 birth date:

Date of birth:

Gender:

Dlarital status: Primary [CD code:

ZIP code: Secondaty [CD-9 code:
Last day at work: Tettiary [CD:

Injured wotket represented: Death claim:

Return to work date:

Expected retum to work date: Medical payments
Handicap percent: Hospital:

Iedical reserve prediction: Clinic/Hursing home:

TTD teserve prediction: Doctors:

PPD reserve prediction: Mugsing services:

GO0 reserve prediction: DragsTharmacies:

FD reserve prediction: H-rays/Radiology:

LM teserve prediction: Lahoratory:

PTD resetve prediction: Misc. medical services:

Death resetve prediction: i Prostheses devices:

otiom ef the report Prostheses exams:

Ambulance:

Total cost of claim \ Paid _" MIR A reserve

Injury information

Iledical total cost Total medical paid Medical reserve

Indemnity total cost Total indemn aid Indemuity resetve

Tatal Total Tatal

$.

Total cost of claim — Paid = MIRA reserve

2008\Drafts\MIRA 11 Act Committee April




Funeral: Indemnity paymenis

Travel: Permanent total disability:
Iledical devices: Temporary total:
Emetgency toom Tempotrary pattial:
Cout costs: Permanent pattial:
Dthet berefits: FPetcent permanent partial:
ath Facial disfigurement:
Reszerve adjustmeni il Death benefits:
Total original reserve: ; Change of oceupation:
Reduction amout: Living maintenance:
Eesetwe for rates: Living maintenatice wage loss:
Feason for reduction: Wage losa:
2nd Lump sum settlement:
Policy information 4151 page Attorey fees:
Policy number:

Cotpany fathe;
HCCT clasgs code:
Tth
Payment information 2nd page

Last medical date of service:
Last indemnity period end date:
Last TT period end date:

Last PP petiod end date:
Last TP/WL petiod end date:
Last LM petiod end date:

Salaty contitmation:
Eehab programT W
&overage weekly wage:
TTID rate:

WL rate:

Death rate:

FFD scheduled awrard rate;
FPD rate:

FTD rate:

% PP for this claim:
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Individual Claim
Payment Transaction
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Payment trans — claim —pgl

Home  Injured Workers = Ohilo Employers = Medical Providers  BWC Library | Contact Us

Ohio Bureau of Workers’ Compensation Rt rovia
2 § @ 1 B

Create e-account log on help search  glossary contacl  e-account

Your privacy

Site Map Service: Claim payment transachon report

About BWC

Current news Claim payment transaction report

Live Support available
Monday through Fnday
730 am- §:30 pm
Click here to get help! Claim number : 02-3170317

Month [11/01/2007 - 117302007 =

I:\Actuarial_Confidential\Board of
Directors\2008 Meetings\04 April
2008\Drafts\MIRA 11 Act Committee April




Payment trans — claim —pg2

nt transaction - claim
Medical or indemnity payment | Authari i

|.|.1.'-|} ]
4"* ]
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Payment trans — policy —pgl

Service: Payment ransachion

b b e Payment transaction
spreadsheet = ovs= which
displays total payments Month ] 1170172007 - 1113002007 :J
made in a month

BSMN. 2T4-05-2233

_|Total medical payment| Indemnity paynent DO

$1.143.88 $0.00 032272007
$200 .00 $0.00 Q5052007
$250.78 $0.00 01052007
$14.33 88 $0.00 Q8002007
$165.82 $0.00 05/1872008
$985 .05 $0.00 010172005
F20,000.00 $#0.00 Q8724007
$2.000.00 $0.00 01012008
#1.11388 $#0.00 10102008

343

EE‘E

o
k-
. |

HEHEHEEEEEE

i

previous download all

Enter policy number | Claim data information | Payment fransaction | Claim reserve change repod

Claim reserve history report | MIRAI annual
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Payment trans — policy —pg2

Payment transaction - policy
Falicy number | Claim number 10 iment | Authorization or paid date | A

1580 1-123455 :

190 | i (U 2007
130 el s L L 2007
190 -
15-0
15-0
194 LBleer R L T 2007
18-0 1123456 12/1/2007 2007
15-0 —
1590

Aray or o
Doctar
Orugs or Pharmacies

TT Pa , ment
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Summary of Reserve
Changes
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Claim reserve change report —pgl

Ohio Bureau of Workers’ Compensation B i e

7 A m B

Create e-account log on hlr-||.l search  glossary contact  e-adcount
Your privacy

Site Map Service: Claim rezerve changs report

About BWC ]

Current news Claim reserve change report

Live Support available indicates required el

Monday through Friday =
7-30 am - 5:30 pm Faolicy number: 19-0

a ! 5 : - e ; J .
Click here to get help Prediction month 1..||.|'|'5.| 2008 J hie field will be disabied
Prediction date 1.Jul'f13,?EIEIS j*— until the uzer selects a
Amount change greater than or equal to: | Prediciion month.
-0r-

Percent change greater than or equal to: |

dovrnload
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Claim reserve change report — pg2

Claim Reserve Change Report

Claim Mew reserve Mew as of date Prewious reserve Previous as of date  Reason for change
[2-123456 10000 12282007 § 100.00 12028/2007 1
01-123457 10000 12092007 § 100.00 1202972007
01-123458 10000 124602007 § 100.00 120302007
991243454 10000 12512000 § 100.00 120312007
01-123460 10000 12008 § 100.00 1712008
(1-123461 10000 122008 b 100.00 17272003
99-123462 10000 1572008 § 100.00 1/3/2003
01-1234b3 10000 142008 § 100.00 1442003

1 1 b

1 1 b

1 1 b

1 1 b

1 1 b

1 1 b

1 1 b

JLu

=
—_
o o0 =

01-12434b4 0o.00 1472005 100.00 1/5£2003

- 0000 14k/2005 100.00 162003
0000 157/2005 100.00 14772003
0o.00 14572005 100.00 1482003
0000 14872005 100.00 17472003
0000 1/10/2005 100.00 111072005
0o.0o 1112005 100.00 1111720085

01-1234b5
02-123456
01-1243458
99123454
01
01

234k[
234h1

1
1
1
1
1
1
1
1
1
1
1
1
1
1

G |y | Ry | )y |y | | G || 0l | iy KT
2R a8 58 58 88 58 88 58 808 58 a8 a5 a8 aa 8
(I SN I T N AT I N il N R S R N R TR R TR
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Individual Claim
Reserve History
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Claim reserve history report —pgl

Ohio Burean Worde re* Conapeneation
Clainis resere history eport

Policy number: 15 Claimaniname: Steve Wagrer DOI 02230007 Tharsdayr, Decerber 25, 2007
S5I:111-11-1111 Cladnn nooabeer: 01-1111111
Chiarter ending date MIFA mpary code MITEL peirmany ICD Actial daration Wodel daration
OSGLEA0T S-FPermanerd P artial disabiliy Bhaliple inpares = 125
[REXc D L F-FPennanerd Partial disabily Blaltple inpares i TE7
OG0T F-FPermanerd P artial disabiliy Whaliple inpares T45
1251707 FPenmanerd Fatial disabiliy Fultple mpnes 11 127
Total MIR A Predicied Claim Cosis

Chiarter ending date Medical paid Medical reserve Indernmiyr pard

[REEIEE Y T o0 Toalem T 17 Lines

08007 TS 00 FIEARS IO FAS ZFE 0
OF G007 F 150000 T2 5@a ] FIF00.00
12515007 FEE00 F55 504100 FIT 30000

Paid medical amwounis

Chiarter ending Hospatal ChrmicSf Doctors Hursing Dzl
date Hursing services Phannacy medical
17 Lines

O ETEA0T FI7ET00 FOO0 FIT 00 FO00 FOO0 FOO0
0850007 FLESO0 FIAS 00000 F50 000100 A OO0 FIEG OO0 FASE 00000
OFZ00T FA5, 125700 FIEE00 F1O0 00 FHA0 FO.00 F10000
T2GTTATT FII TZ5T00 T 0 FIO0 00 TR 00 TR0 10000

Chiarter ending Frosthesis Frosthesis Ambularnce Trarel Medical devices A thomey fees
date dewice EEE
OS5 CETFAOT FIE0O0 OO0 FIT700 FO00 O o0
[ af FLEZSTO0 FI145 000100 T30 000 00 T 000100 PG00 00 TS 000100
[NE=Fc aEe FEIZ5T0 OO0 FIOO00 FIE00 FEO 0 FIO000
TZ61I50T FII4 125100 000 10000 FO.00 OO0 FI0000
Paid indemmnity
Chiarter Ferrn Total Temp. Total Terp . Pafial Ferrm Fartial Farcial
ending date disfizurernert

OSGIEATT FI75 00 FO.00 FIT7 00 FO.00 FO.00
O&S0LTT FLEE 00 F 145 000 100 F520, 000 0 T 0000 FIES O 0
OF G007 T 250 FOO0 FIO0 00 FLo00 FE00
TAGTAA07 FI114 T30 FO00 FIO0 00 0.0 FO.00

Chizrter L. Wage ba paad || Lanp JET
ending date MMairdenance Settlement

wrage lost
[T e n iy FITS 00 RO FIT7 00
O&E00T FIEE5T00 TS OO0 00 T =00 OO0 0 *—— 17 Lines
[RETc e iy P IEETO0 FO00 FIO000
TEETE00T FII4 15100 TO0 FI0000

Ot End T I'T FIT: “HE WL L

[Njefs) FT5T0 FOO0 FIT OO0 FO0 FOO0
OaS0LA00T FLESO0 FI45 000100 F500, 00010 T 00000 FEEa 0000
OG0T T IE5T0 T FIOOO0 TI7=T00 i O
12617007 FI14. 1500 FO.00 FIO0 00 FO.00 000
Reserve Adjusiment

[ Total oxiginal yeserve || Feduetion anwunt [ Fe ason for xeduction
Hm [ 0.0 [ 500




Claim Status History
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Claim demographic — pgl

Ohio Bureau of Workers’ Compensation ot e 7w ot

Adrminictrstor.

? N (88 ) ‘B

Create e-account logon help search glossary contact e-account
Your privacy
Site Map Service: Claim Demographic

About BYWC . i

Current news Collazped view Claim Demographic & Show sl
Live Support available + s Claim Statusf?llnw::i
Monday through Friday p—

7:30 am - 5:30 pm Allowsed 010/2008
Click here to get help! Dizall cvwad Q2252008 .
Dizallowediappl Q20T F2 006

Mewa claim D1 0E2006

Opened view I + Benefit type: Lost time

. = Type [Effective date
Lost time D07 2006

Medical only 10552005

Actvalinactive status: Actne

Status ffectiv
A ctive 04/10/2008
Inactive | 0222006

<+

Pravious

Enter policy number | Slaim data informalion | Payment iransaction | Claim reserve change report
Claim resane historr reporn | MIEAI annual Statsics
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Annual Claim Costs
Statistics
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MIRA Il annual statistics —pg0

Home  Injured Workers = Ohlo Employers = Medical Froviders = BWC Library

Ohio Bureau of Workers’ Compensation B et e

Ty AR [ B
Create e-account log on help search glostary contact e-account
Your privacy
Site Map Service: MIRA Il annual statistics

About BWC o
Current news MIRA Il annual statistics

Live Support available
Monday through Friday ICD-9 [123 | or [Type 1- Death Claim »|

730 am- 530 pm or
Click here to get heip!
Click here to get help! Manual class [8810 b
01

Age of claim |5vear~3 hd
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MIRA 11 annual statistics —pgl

Create e-account
Your privacy

Site Map

About BWC
Current news

Live Support available
Monday through Friday
7:30 am - 5:30 pm
Click here to get help!

V]

!l,:-l_| on

Serviee: MIRA I annual statiztics

Statistics for ICD-9 codes: 3540

£y

help search

MIRA Il annual statistics

Description; Carpel unnel syndrome

Ld

|__|.|||I.'_..l||'!,'

contact  e-account

MIRA injury type

Ember ol clzdme

&

2=PTD

1="Death

To

.1

G214

Farcent of tolal

0.08%

0.02%

100.00%

| imcirr

$700.850.10

57 85040

§7 850,40

Indemnily 3wy, |neurred
e e

§7.250.10

$7.250.10

F0.00

$7.850.10

v total ing

7 850,10

§7 850,10

§7.850.10

74285010

-ﬁ.".-'a durat| one - I'ﬂﬂ"'ﬂ"lé

113

253

a5

185

fwn. medical paid
Ava, indermnity paid

$2,448.00
$2,468.00

Enter policy number | Claim data information | Payment transaction | Claim resena change report

Claim reserve history repart | MIEAI annual statistics
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Introduction




Introduction

Pursuant to House Bill 100, the BWC engaged Deloitte
Consulting to perform a Comprehensive Study to:

Measure the performance of Ohio’s workers’
compensation system;

and

Compare Ohio’s workers’ compensation system to
other state and private compensation systems.

Deloitte 4.



Introduction

The Comprehensive Study includes 36 tasks described in the
Actuarial Consulting Services RFP. Deloitte divided these
tasks into the following categories:

® Pricing & Programs

m | oss Reserves .
The categories
m Net Assets & Reinsurance organize the tasks
_ detailed in the
m Self-Insured Regulations REP into related
= Claims work streams

® Underwriting

m Actuarial Department Functions & Resources

Deloitte -5-



Introduction

The tasks in the Comprehensive Study were prioritized and
placed into 4 groups with the following scheduled completion
dates:

Areas Included Completion Date

Group 1 Rating program review; rate setting; experience rating; group 6/1/08
rating; MIRA/MIRA Il case reserving; subrogation; self-

insurance; SIEGF assessments; salary continuation; and
$15,000 medical only program.

Group 2 Actuarial reserves; payment projections; benefit comparison; 8/15/08
medical payment structure comparison; net asset levels;
administrative cost calculation; MCO effectiveness; and
excess insurance/reinsurance needs.

GFOUp 3 PES rate setting; retrospective rating; Safety Grant program; 10/1/08
safety & hygiene programs; and other cost controls.

Group 4 NCCI classification system; minimum premium; Coal-Workers 12/1 5/08
Pneumoconiosis Fund; Marine Industry Fund; Disabled
Workers’ Relief Fund; appeals process; out-of-state
employers; handicap reimbursement; rehabilitation program;
employer ownership versus tax ID; and Actuarial Department
functions and resources.

Deloitte -6 -



Comprehensive Study Timeline

Deloitte




Comprehensive Study Timeline

Actuarial

Committee

Meetings

Group 1

Group 2

Group 3

Group 4

Deloitte

6/26

8IZ$

10430

mmmmlmmm

12/1¢&

¢

6(1

8/15

10/1

. 4

12/15

€ Completion Date




Deloitte Approach
&
Deliverables Matrix
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Deloitte Approach / Deliverables Matrix

Deloitte Methodology / Project Approach

Interviews Conduct actuarial Compare Ohio Observations,

Information and review BWC to industry findings, and

data request Conduct other and peer leading  recommendations
practices

Market overview reviews

and industry data

Our goal is to provide comparisons with state insurance
funds, private insurers, and states. Potential peer
comparison states are: IL, IN, KY, NY, PA, MI, WA and WV

Deloitte -10 -



Deloitte Approach / Deliverables Matrix

As we commenced our work on the Group 1 tasks, we noted
that four overarching themes began to emerge:

How well does the Ohio workers’

Effectiveness & Efficiency compensation system utilize its
resources and administer benefits?

Is the Ohio workers’ compensation

Financial Strength & Stability system fiscally sound? Does the
system promote pricing stability?

Can the public understand the
Transparency workings of the Ohio workers’
compensation system?

Does the workers’ compensation
Ohio Economic Impact environment encourage business
growth and development in Ohio?

Deloitte. -11 -



Deloitte Approach / Deliverables Matrix

The various tasks in the RFP can be mapped into several
broad categories:

= Ohio Benefit Structure These categories
o can be considered
® Pricing Process to be the

Comprehensive

m Cost Controls Study Elements

®m Financial Provisions

m Actuarial Department Functions & Resources

The four themes can be overlaid onto Comprehensive Study
Elements to create a matrix that displays their relationship.

Deloitte -12 -



Deloitte Approach / Deliverables Matrix

: Financial Ohio
Effectiveness :
. . Strength & Transparency Economic
& Efficiency :
Security Impact

Conclusions

Note: Not all areas may involve specific conclusions/recommendations
for each theme

Deloitte. -13 -




Deloitte Approach / Deliverables Matrix

Each Comprehensive Study Element contains issues that are
associated with the tasks detailed in the RFP:

Ohio Benefit Structure

A. Benefit Categories
1. Indemnity
2. Medical
3. Vocational Rehab
4. Death

Deloitte 14 -



Deloitte Approach / Deliverables Matrix

Pricing Process

A. Overall Ratemaking Indication
B. Employer Rate Calculation

C. Group Rating

D. Self-Insurance

E. Programs

F. Minimum Premium

G. Alternative Pricing Methods
H. Funds

Deloitte. -15 -



Deloitte Approach / Deliverables Matrix

Cost Controls

A. MCOs

B. Subrogation

C. $15,000 Medical Only Program

D. Salary Continuation

E. Retrospective Rating Program

F. Effectiveness of Rates in Reducing Ohio Claims
G. Effect of Saving Money on Ohio Workplace Safety
H. Rehabilitation Program

|. Safety Grant Program

J. Safety & Hygiene Program

K. Lump Sum Settlements

L. Handicap Reimbursement Program

Deloitte - 16 -



Deloitte Approach / Deliverables Matrix

Financial Provisions

A. Loss Reserves

B. Net Assets

C. Excess Insurance and Reinsurance
D. Self-Insured Guaranty Fund (SIEGF)

Actuarial Department Functions & Resources

A. Organizational Structure
B. Staffing

Deloitte -17 -



Next Steps

Deloitte
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Next Steps

m Continue to gather additional information and conduct
interviews, as needed

m Provide bi-weekly status reports
m Conduct Deloitte internal review of deliverables
m Submit draft deliverables for BWC factual review

m Finalize BWC Board package

Deloitte -19 -
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