BWC Board of Directors

Governance Committee Agenda
September 25, 2008

William Green Building
Level 2, Room 3
8:00 am

Call to Order
Alison Fdls, Chair

Roll Call
Larry Rhodebeck, Scribe

Approve Minutes of August 28, 2008 meeting
Alison Fdls, Chair
New Business/Action Items

Administrator’ s objective for 2008/2009
Motion to recommend approval to the Board of Directors

Discussion Items
Calendar
Future Calendar Topics

= Including Governance guidelines and process for Committee Charter annual
review

Adjourn

Next Meeting: November 20, 2008, 8:00 — 9:30am, William Green Building, Level 2 Room 3




12-month Governance Committee Calendar

9/25/08 |+ Administrator's objectives for FY 08/09

8:00 am - 9:15 am, Level 2 Room 3

No Meeting

11/20/08 |+ Recommend committee charter changes » Governance Guidelines changes

9:00 am - 11:00 am, Level 2 Room 3

No Meeting

9/26/08 1:47 PM 1



Administrator’s Objectives
FY 2009 (July 1, 2008 — June 30, 2009)

Key Principlesfor Restoring Operational Excellence:

e To make BWC a stable, performance-focused agency which recognizes and serves its various
constituencies while contributing to economic vitality in Ohio

e To establish and maintain an internal culture at the BWC that promotes accountability and innovation,
and motivates staff to strive for improvement in quality and efficienciesin all aspects of work

e To initiate and respond to efforts to make BWC a partner with other Ohio state agencies to achieve
efficiencies in support services for the entire enterprise (State of Ohio)

I. Administrator’s Flexible Performance Agreement (with Governor Strickland)

1. Make Ohio’s Workers Compensation System more competitive regionally and nationally by
identifying and applying actuarial principles to all aspects of BWC rates and premium
assessments and reducing base rates overall, while also maintaining the highest level of quality
carefor injured workers.

Completing multi-year plan for addressing premium discounts, group rating rules and experience
rating reform (to Board in December 08)

Preparing model and beginning evaluation of Deloitte Study recommendations, segmented by
implementation difficulty and cost/benefit

Communicating BWC' s message of restoring operational excellence (as summarized in BWC's
Restoring Operational Excellence Document: *“Stable Costs, Better Services, Accurate Rates,
Safe Workplaces')

2. Ohio’'semployerswill have accessto arobust and infor mative reserving system, enabling them
to better understand the costs associated with workers' compensation claims.

Moving al claims successfully to MIRA [I; providing web-based reserving services for
employers and third party administrators

Conducting research regarding acceptance of MIRA 11 by employers, benchmarking other states
and initiating planning for next generation of reserving improvements (linkage with split-plan,
etc.)

3. BWC’s administrative expenses will be benchmarked with private insurers and other state
fundsto determine best practicesto ensure lowest assessments consistent with quality service.

Perfecting, expanding, and utilizing our Enterprise Reporting Package and associated metrics to
drive business decisions internally

Achieving process mapping goals to drive efficiency improvements and organizational design
changes

Utilizing complaints analysis system and adjudication analysis to identify customer service
improvements

Seamlessly making transition to Centralized Internal Auditing

Identifying and pursuing opportunities to centralize non-core services across the Enterprise
(State of Ohio)

Reorganization and reinvigoration of Safety and Hygiene efforts.



Administrator’s Objectives
FY 2009 (July 1, 2008 — June 30, 2009)

4. By 2010, BWC will have created the system capacity to effectively evaluate the quality and

costs of the managed car e system for injured workers.

e Expanding our medical resources and research capabilities through innovative use of academic
expertise available in Ohio’ sinstitutions of higher learning

e Negotiating reasonable and responsible contracts for Pharmacy Benefit Manager and with MCOs
for biennium period

e Implementing fee schedules consistent with excellence in care and responsible cost management

Il. Leadership:

Accomplish BWC FY 09 Agency-wide goals (Board meeting August 2008)

Secure the biennial budget (FY 10& 11) at or near targeted level of $328M/yr

Enhance Senior Team Leadership development; a facilitated senior retreat is planned in Q3FY 09;
leadership development program for level 3, 4, and 5 managers and supervisors

Align goals throughout all levels of agency

[11. Planning:

Continue development of Enterprise Reporting Package, utilizing the financial and operational
metrics/targets to guide analysis of core processes and business drivers and competitive analysis
Improve structure/organization of Board meetings to accommodate enhanced strategic discussion
and timely delivery of materials (BOD Self-Assessment recommendations)

V. I nteraction with External Parties

Emphasis on vidits, interactions, and informal speaking engagements with trade associations,
business groups and labor organizations, supplementing my personal involvement with greater
involvement from Senior Team members

Messages. good governance, transparency, actuarially sound and performance-based rates,
application of appropriate |0ss ratios

V. Integrity and Ethics

Continued emphasis on ethics training and adherence for all staff
Promote documentation and controls rigor to encourage sound decision-making
Emphasi ze transparency with internal and external stakeholders

VI. Board of Directors

Strategic discussion and agreement on flexible, reflective and well-defined Net Asset Policy and
Investment Policy Statement for BWC



EXHIBIT A

OBWC Board of Directors
Governance Committee Charter
January 25, 2008

Purpose

The Committee shall assist the Ohio Bureau of Worker’s Compensation Board of
Directors in fulfilling its oversight responsibilities relating to developing and
implementing sound governance policies and practices. The Committee is responsible
for:

e reviewing and recommending to the Board the adoption of governance
guidelines and committee charters;

e overseeing compliance with federal and state laws, ethics, regulations and
policies;

e developing a process for the Board’s assessment of its performance and the
performance of Board committees and a self assessment by Directors; and

e recommending director assignments to Board committees; making
recommendations for Board Vice-chair and committee chairs for the Chair’s
consideration.

e coordinate annual review process of the Administrator with the Board.

Member ship

The Committee shall be composed of a minimum of three (3) members. One member
shall be the Chair of the Ohio Bureau of Workers’ Compensation Board of Directors.
The Board, by majority vote shall appoint two additional members. The Chair and Vice-
Chair is designated by the Board based on the recommendation of the Board chair.

The Committee Chair will be responsible for scheduling all meetings of the Committee
and providing the Committee with a written agenda for each meeting. The Committee
encourages all Board members to attend their meetings. The Governance Committee is a
standing committee of the Ohio Bureau of Workers’ Compensation (BWC) Board of
Directors. The Committee will have a staff liaison designated to assist it in carrying out
its duties. This Board liaison will be responsible for all communication, handling of
responses and public record requests of the Board.

M eetings

The committee shall meet quarterly or more frequently as it shall determine is necessary
to carry out its duties and responsibilities. The Chair will schedule regular meetings;
additional meetings may be held at the request of two or more members of the
Committee, or the Chair of the Board. A majority of the members shall constitute a
quorum. At least one meeting shall be in executive session for the purpose of the
performance review of the Administrator.



EXHIBIT A

Duties and Responsibilities

In carrying out its oversight responsibilities, the Committee shall:

1.

10.
1.

At least annually review the Board’s Governance Guidelines and the charters of the
Board’s standing committees, and making such recommendations as the Committee
determines necessary or appropriate; and consistent with HB 100, including
recommendations concerning the structure, composition, membership and function of
the Board and its committees, subject to Board approval.

Make recommendations for Board Vice-chair, committee chairs and committee
members for the Chair’s consideration and the Board’s approval.

. Develop and coordinate the annual self-assessment of the Board and its Committees.

. Make recommendations to the Board for retaining fiduciary counsel.

The Committee shall oversee the process for the annual report by the Board for
submission to the Governor, General Assembly or the Workers’ Compensation
Council as required by ORC 4121.12(F)(3).

Oversee compliance with laws, ethics, regulations and policies.

Oversee the BWC orientation process for newly appointed members of the BWC
Board and assist the Board in its implementation. The Committee shall also regularly
assess the adequacy of and need for additional continuing director education
programs. At a minimum, the education components must meet the requirements of
ORC 4121.12(F)(16). These requirements include: orientation for new members;
continuing education for those Board members who have served for more than one
year; board member duties and responsibilities; compensation and benefits; ethics;
governance processes and procedures; actuarial soundness; investments; and any
other subject matter the board believes is reasonably related to the duties of a board
member.

Make reports to the Board following their meetings.

Coordinate with other Board committees on issues of common interest.

Perform such other duties required by law or otherwise as are necessary or
appropriate to further the Committee’s purposes, or as the Board may from time to
time assign to the Committee.

Draft reviewed Oct. 4, 2007 and Oct. 14, 2007
Approved as edited 112107; Alison Falls, Chair
Revised 012308




EXHIBIT A

OBWC Board of Directors
Actuarial Committee Charter
January 24, 2008

Purpose

The Actuarial Committee has been established to assist the Ohio Bureau of Workers’
Compensation Committee Board of Directors in fulfilling their responsibilities through:

e monitoring the actuarial soundness and financial condition of the funds and
reviewing rates, reserves and level of net assets

e oversight of the integrity of the actuarial audit process

e compliance with legal and regulatory requirements

e monitor the design and effectiveness of the actuarial studies

e confirm external actuarial consultants’ qualifications and independence
e review performance of independent external actuarial work product

Member ship

The Committee shall be composed of a minimum of five (5) members. One member
shall be the appointed actuary member of the Board. The Board, by majority vote shall
appoint four additional members. The Board may also appoint additional members who
may or may not be on the Board. Members of the Actuarial Committee serve at the
pleasure of the Board and the Board, by majority vote, may remove any member except
the member of the committee who is the actuary member of the Board.

Each committee member will be independent from management. The Chair and Vice
Chair is designated by the Board, based on the recommendation of the Board Chair. The
Board Chair if not a member is an ex-officio member, shall not vote if his/her vote will
create a tie vote when serving as ex-officio.

The Committee Chair will be responsible for scheduling all meetings of the Committee
and providing the Committee with a written agenda for each meeting. The Committee
will have a staff liaison designated to assist it in carrying out its duties.

M eetings

By majority vote the Committee will recommend to the Board of Directors their meeting
schedule. There shall be not less than nine (9) meetings each year. Reports shall be
made to the Board after each meeting. The Committee also has the authority to convene
additional meetings, as circumstances require. The Committee will invite members of
management, external actuarial firms, internal actuarial staff and/or others to attend
meetings and provide pertinent information, as necessary. Subject to open meeting laws,
the Committee will hold executive sessions and private meetings with actuaries and
auditors, when required in the performance of their duties. A quorum will be a majority
of the Committee members.



EXHIBIT A

Duties and Responsibilities

The Actuarial Committee shall have responsibility for the following:

1. Recommend actuarial consultants for the Board to use for the funds
specified in the Ohio Revised Code.

2. Review calculation on rate schedules and performance prepared by the
actuarial consultants with whom the Board contracts.

3. Supervise for the Board’s consideration the preparation of an annual report
of the actuarial valuation of the assets, liabilities and funding requirements
of the state insurance funds to be submitted to the Workers” Compensation
Council and the Senate and House.

4. Coordinate with other Board Committees on issues of common interest.

At least once every five (5) years have actuarial investigation of

experience of employers; mortality, service and injury rate of employees;

payment of benefits in order to update the assumptions on the annual
actuarial report.

6. Have actuarial analysis prepared of any legislation expected to have
measurable financial impact on the system, within 60 days after
introduction of legislation.

7. Consult in the appointment of and oversee the work of any actuarial firm
engaged by Ohio Bureau of Workers” Compensation to complete actuarial
studies.

8. Recommend retention and oversight of consultants, experts, independent
counsel and actuaries to advise the Committee on any of its
responsibilities or assist in the conduct of an investigation.

9. Seek any information it requires from employees — all of whom are
directed to cooperate with the Committee’s requests, or the request of
internal or external parties working for the Committee. These parties
include the internal actuaries, all external actuaries, consultants,
investigators and any other specialties working for the Committee.

10. Make recommendations to the Board of Directors of the Ohio Bureau of
Workers’ Compensation for Board decisions.

11. At least annually, this charter must be reviewed by the Actuarial
Committee and any proposed changes submitted to the Governance
Committee and to the Board for approval

N

Actuarial Committee Charter.doc

Draft 092607

Review & Approved 112107, Chuck Bryan, Chair
Revised 012408




EXHIBIT A

OBWC Board of Directors
Audit Committee Charter
January 25, 2008

Purpose

The Audit Committee has been established to assist the Board of Directors of the Ohio
Bureau of Workers’ Compensation in fulfilling its fiduciary oversight responsibilities
through:

oversight of the integrity of financial reporting process;

compliance with legal and regulatory requirements;

monitoring the design and effectiveness of the system of internal control;
confirming external auditor’s qualifications and independence; and

reviewing performance of the internal audit function and independent auditors.

Member ship

The Committee shall be composed of a minimum of three (3) members. One member
shall be the appointed certified public accountant member of the board. The Board, by
majority vote, shall appoint two additional members to serve on the Audit Committee and
may appoint additional members, who are not Board members, as the Board determines
necessary. Members of the Audit Committee serve at the pleasure of the board and the
board, by majority vote, may remove any member except the member of the committee
who is the certified public accountant member of the board.

Each committee member will be independent from management. The Chair and Vice
Chair is designated by the Board, based on the recommendation of the Board Chair. The
Board Chair if not a member is an ex-officio member, shall not vote if his/her vote will
create a tie vote when serving as ex-officio.

The Committee Chair will be responsible for scheduling all meetings of the Committee
and providing the Committee with a written agenda for each meeting. The Committee
will have a staff liaison designated to assist it in carrying out its duties.

M eetings

The Audit Committee shall meet at least nine (9) times annually, or as frequently as
needed and will provide activity reports to the Board of Directors. The Committee will
invite members of management, external auditors, internal auditors and/or others to
attend meetings and provide pertinent information, as necessary. Subject to open meeting
laws, the Committee will hold executive sessions with external auditors, when deemed
appropriate in the performance of their duties. A quorum shall consist of a majority of the
Committee members. The Committee will have a staff liaison designated to help it carry
out its duties.



EXHIBIT A

Duties and responsibilities

The Audit Committee shall have responsibility for the following:

1.

10.
1.

12.

13.

14.

Oversight of the integrity of the financial information reporting process:

a. Review with management and the external auditor significant financial
reporting issues and judgments made in connection with the preparation of
the financial statements.

b. Review with management and the external auditor the results of the audit.

Review all internal audit reports on regular basis.

Review results of each annual audit and management review; if problems exist,
assess appropriate course of action to correct, and develop action plan. Monitor
implementation of any action plans created to correct problems noted in annual
audit.

Serve as the primary liaison for Bureau of Workers’ Compensation Board of
Directors and providing a forum for handling all matters related to audits,
examinations, investigations or inquiries of the Auditor of State and other
appropriate State or Federal agencies

Develop an oversight process to assess the adequacy and effectiveness of internal
controls and provide the mechanisms for periodic assessment of system of
internal controls on an ongoing basis.

Oversee the assessment of internal administrative and accounting controls by both
the external independent financial statement auditor and internal auditor.

Consult on the appointment and/or removal of the Chief of Internal Audit and
have oversight on the work of the Internal Audit Division.

Ensure the independence of the external auditor and approve all auditing, other
attestations services and pre-approve non-audit services performed by the external
auditor.

After every meeting, report to the Board of Directors of the Bureau of Workers’
Compensation on all activities, findings and recommendations of the Committee.
Establish policies and procedures to function effectively.

At least once every 10 years, have an independent auditor conduct a fiduciary
performance audit of BWC’s investment program, policies and procedures.
Provide a copy of audit to the Auditor of State.

Recommend to the Board an accounting firm to perform the annual audit required
under R.C. 4123.47. Recommend an auditing firm for the Board to use when
conducting audits under R.C. 4121.125.

Retain and oversee consultants, experts, independent counsel, and accountants to
advise the Committee on any of its responsibilities or assist in the conduct of an
investigation.

Seek any information it requires from employees—all of whom are directed to
cooperate with the Committee’s requests, or the requests of internal or external
parties working for the Committee. These parties include, but are not limited to
internal auditors, all external auditors, consultants, investigators and any other
specialists working for the Committee.



EXHIBIT A

15. All Committee actions must be ratified or adopted by the Board of Directors of
the Bureau of Workers” Compensation to be effective.

16. Coordinate with the other Board Committees on items of common interest.

17. At least annually, this charter must be reviewed by the Audit Committee and any
proposed changes submitted to the Governance Committee and to the Board for
approval.

Audit Committee Charter.doc

Draft 092607

Review & Approved 112107, Ken Haffey, Chair
Revised 012408

Revised 012508




EXHIBIT A

OBWC Board of Directors
| nvestment Committee Charter
January 24, 2008

Purpose

The purpose of the Investment Committee is to ensure that the assets of the Ohio Bureau of
Workers’ Compensation (OBWC) are effectively managed in accordance with the laws of the
State of Ohio, and the Ohio Bureau of Workers’ Compensation Statement of Investment Policy
and Guidelines. The Investment Committee:

e provides assistance to the Board of Directors in the review and oversight of the State
Insurance Fund and each Ancillary Fund (collectively the Funds) assets; and is

e responsible for developing and monitoring the implementation of the BWC’s
investment policy.

Member ship

The Committee shall be composed of a minimum of five (5) members. Two of the members
shall be the members of the Board who serve as the investment and securities experts on the
Board. The Board, by majority vote, shall appoint three additional members to serve on the
Investment Committee and may appoint additional members, either from the Board or someone
not on the Board. Each additional non-Board member appointed must have at least one of the
following qualifications: a) experience managing another state’s pension funds or workers’
compensation funds; or b) expertise that the Board determines is needed to make investment
decisions.

The Chair and Vice Chair is designated by the Board, based on the recommendation of the Board
Chair. The Board Chair if not a member is an ex-officio member, shall not vote if his/her vote
will create a tie vote when serving as ex-officio.

Members of the Investment Committee serve at the pleasure of the Board and the Board, by
majority vote, may remove any member except the members of the Committee who are the
investment and securities expert members of the Board.

M eetings

The Investment Committee will meet at least nine (9) times annually; additional meetings may
be scheduled as the Committee or its chairperson deem advisable. The Investment Committee is
governed by the same rules regarding meetings, notice, quorum and voting requirements as are
applicable to the Board. A quorum at any Investment Committee meeting will consist of a
majority of the Committee members.

The Chair of the Committee will be responsible for establishing the agendas for the meetings of
the Committee. An agenda, together with information/background materials, will be sent to
members of the Committee prior to each meeting. Minutes for all meetings of the Committee



EXHIBIT A

will be prepared to document all actions to the Committee’s discharge of its responsibilities. The
Committee will have a staff liaison designated to help it carry out its duties.

Duties and Responsibilities

The Investment Committee is charged with overseeing all investment-related matters and
activities of the BWC. The Committee evaluates proposals requiring Board action and makes
recommendations for consideration by the Board. The Committee shall:

1.

10.

11.

12.

Develop and recommend the strategic asset allocation and investment policy for the
Funds and submit to the Board for approval. The Committee will periodically review the
investment policy in light of any changes in actuarial variables, market conditions, etc.
and make recommendations for any changes, as appropriate to the Board for approval.
Assist the Board to assure that the  investment policy is reviewed and approved at least
annually, published, and copies are made  available to interested parties.

Evaluate and recommend an outside investment consultant to assist the Investment
Committee in its duties. Submit a contract with the recommended investment consultant
to the Board for approval.

Review the annual report on the investment performance of the funds and the value of
each investment class and submit to the Board for approval. Once approved, this report
must be submitted to the Governor, the president and Minority Leader of the Senate, and
the Speaker and Minority Leader of the House of Representatives.

Recommend investment counsel to the Board for engagement.

Recommend to the Board for approval the criteria and procedures for the selection of the
Investment Managers and General Partners. Approve the final selection, funding and
termination of all Investment Managers and General Partners.

Monitor implementation of the investment policy by the Administrator and the Chief
Investment Officer. Review performance of the Chief Investment Officer and any
investment consultants retained by the BWC to assure compliance with the investment
policy and effective management of the Funds.

Develop and recommend rules on due diligence standards for employees of BWC to
follow when investing in each asset class. Develop and recommend policies and
procedures to review and monitor the performance and value of each asset class. Submit
these recommendations to the Board for approval.

Monitor and review the investment performance of the Funds on a quarterly basis to
determine achievement of objectives and compliance with this investment policy.
Recommend prohibited investments, on a prospective basis, the Committee finds to be
contrary to the investment objectives of the Funds and submit to the Board for approval.
Recommend the opening and closing of each investment class and submit to the Board
for approval.

Report all activities/recommendations to the Board following each meeting of the
Investment Committee.

The Investment Committee will coordinate with other Board committees on items of
common interest.
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13. At least annually, this charter must be reviewed by the Investment Committee and
any proposed changes submitted to the Governance Committee and to the Board
for approval.

InvestmentCommitteeCharter.doc

Draft 092607

Review & Approved 112107, Bob Smith, Chair
Revised 012408
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INTRODUCTION AND PURPOSE

The Ohio Bureau of Workers Compensation (“BWC”) is a state agency that provides
medical and compensation benefits to Ohio employees for work-related injuries, diseases
and deaths. Ohio employers pay premiums for these benefits to Ohio’s State Insurance
Fund. In addition to benefits paid, the BWC makes available and provides loss
prevention services to Ohio employers. Ohio's workers compensation system has the
largest exclusive state fund in the nation and is the second largest underwriter of workers
compensation insurance in the country.

The BWC Board of Directors (“Board”) was created by Ohio law and its authority and
responsibilities are set forth in detail in the Ohio Revised Code The primary areas of
Board focus are to establish the overall administrative policy of the BWC, to review the
progress of the BWC in meeting its cost and quality objectives and to provide advice and
consent regarding actions proposed by the BWC Administrator, who is responsible for
the management of the day-to-day operations of the agency.? The Board operates in
collaboration with other state entities, including the Office of the Attorney General, the
Inspector General, the Workers Compensation Council, Workers Compensation Board
of Directors Nominating Committee and the Industrial Commission.

The Board and its members have fiduciary responsibilities to the BWC. A fiduciary isa
person having a duty, created by his undertaking, to act primarily for the benefit of
another in matters connected with his undertaking. The monies paid into the workers
compensation funds “constitute a trust fund for the benefit of employers and
employees.”® The members of the BWC Board are obligated by law to adhere to the
highest standards of judgment and care when making decisions or taking actions that may
affect the financial integrity and soundness of the workers compensation funds.* In
order to properly discharge the Board's fiduciary responsibilities, the Board should be
guided by three primary considerations with respect to matters that come before it: (1) the
provisions of Ohio law that directly impact the Board's activities; (2) the duty of loyalty
to protect the workers' compensation funds and to act in good faith and in the interests of
all the stakeholders of the BWC, taken as a whole; and (3) the duty of care in ensuring
that all Board decisions and actions are the result of an informed deliberative process in
which the significant information items relevant to the proposed decision or action are
identified and considered by the Board.

Accordingly, it is incumbent upon the Board to operate with the integrity appropriate to
its fiduciary duties as it oversees the business of BWC. The Board aspires to implement
the best practices of corporate governance and to incorporate all significant developments
in this area into its policies and procedures. The Board has adopted the measures set
forth in this document to describe the governance structure and guidelines by which the
Board shall conduct its business. It is the intention of the Board to review these
guidelines at least annually.



BOARD COMPOSITION AND RESPONSIBILITIES

The BWC Board of Directors consists of eleven (11) members appointed by the
Governor of Ohio. Board members are selected with the advice and consent of the Ohio
Senate from a list of candidates prepared by the Workers Compensation Board of
Directors Nominating Committee. It is provided by statute that one member of the Board
shall be a representative of employees, two members of the Board shall be
representatives of employee organizations;, three members of the Board shall be
representatives of employers with one of the three representing self-insuring employers,
two members of the Board shall be investments and securities experts, one member of the
Board shall be a certified public accountant (CPA); one member of the Board shall be an
actuary; and one member of the Board shall represent the public.> The Governor of Ohio
selects the Chair of the Board of Directors.

Initially, the employee representative, one of the employer representatives, and the public
representative serve a one year term. Another employer representative, one of the
employee organization representatives, one of the investment and securities expert and
the CPA representative serve a two year term. The third employer representative, the
other employee organization representative, the other investment and securities expert,
and the actuary representative serve a three year term. At the expiration of these initial
terms, the subsequent terms of office are three years. There are no term limits. Ohio law
sets forth detailed procedures for the filling of vacancies occurring as a result of the
expiration of a Board member’s term of office or otherwise.®

Board members shall aspire to maintain the highest ethical standards and integrity in
fulfilling their responsibilities, and shall demonstrate a willingness to act on and be
accountable for Board decisions. Members shall strive to utilize their diverse
backgrounds, talents and experiences to provide wise, informed and thoughtful counsel to
BWC management. Members shall demonstrate loyalty and commitment to the success
of the BWC. It is expected that members may hold differing points of view on issues
before the Board and are encouraged to express their points of view. Regardless of their
particular points of view, members shall at al times act in the best interests of the BWC
and its stakeholders as awhole. Members shall devote an appropriate amount of effort in
preparation for meetings, participate fully in the activities of the Board and its
Committees, and shall strive to be prompt and regular in attendance at Board and
Committee meetings. Board members shall be compensated for their attendance at Board
and Committee meetings, and shall be reimbursed for all reasonable and necessary
expenses while engaged in the performance of their duties, all as provided by statute.”

Under Ohio law,? the Board's responsibilities include the following:

e establish overall administrative policy for BWC;
e review BWC' s progressin meeting cost and quality objectives, and its compliance
with the Ohio Revised Code;

e submit an annual report to the Ohio General Assembly, the Governor, and the
Workers Compensation Council regarding BWC operations and progress,



e review all independent financial audits of BWC,;

e study issues as requested by the Governor or the Administrator;
contract with an actuarial firm, outside investment consultant and independent
fiduciary counsel to assist the Board in fulfilling its duties;

e review investment policy annually, approve investment policy changes for BWC,
prohibit investments that are contrary to Board-approved investment policy, vote
to open investment classes, and adopt rules establishing due diligence standards
for BWC employees to follow when investing in an open investment class and
establish policies and procedures to review and monitor the performance and
value of each investment class;

e submit an annual report on the performance and value of BWC investments to the
Governor and the Ohio General Assembly;
advise and consent on rules that BWC wishes to pursue;

e meet with the Governor of Ohio annually to discuss the Administrator’s
performance;
develop and participate in an education program for the Board members;

e submit the education program to the Workers Compensation Council for
approval;

e contract with an actuarial consultant to prepare an annual actuarial report, an
actuarial investigation of employers experience and injured workers benefits
every five years, and actuarial analysis of legislation expected to have measurable
financia impact on the system; and

e contract with an independent auditor to conduct a fiduciary performance audit of
BWC'’ sinvestment program at least once every ten years.

Annualy the Board shall discuss its evaluation of the Administrator’'s performance
amongst itself and with the Governor. The Board shall design and oversee a process for
this evaluation of the Administrator.

In general, the Board is responsible for approving the strategic direction proposed by
BWC management. In order to approve any such plans, it is necessary and appropriate
for the Board to develop a depth of knowledge regarding BWC operations that shall
enable the Board to analyze the effectiveness and feasibility of the strategic proposals of
the Administrator. In addition, the Board shall monitor the performance of BWC as it
works to fulfill the business approach adopted by the agency. As the Board monitors
BWC performance, it shall be necessary for the Board to review and approve BWC's
financial objectives, plans and actions, as well as reviewing and approving any
transactions not in the ordinary course of business. To enable successful fulfillment of
BWC objectives, the Board shall ensure that BWC is structured to encourage ethical
behavior, to require compliance with the law, and that sound accounting principles,
actuarial standards and auditing practices are instituted.

In exercising their fiduciary responsibilities, Board members shall be guided by the
specific provisions of Ohio law relative to the Board and the BWC. To assist the Board
in fulfilling its fiduciary responsibilities, the Board shall retain independent fiduciary
counsel.” BWC shall obtain fiduciary liability insurance for the Board, which coverage



shall include standard Directors and Officers liability insurance coverage as well as
coverage for the Board' s fiduciary responsibilities.

The Board of Directors may be required to provide information to the Workers
Compensation Council asit fulfillsits duties. Such information shall be provided with all
due speed. The Board of Directors shall provide its annual report, as well as its actuary
report to the Workers: Compensation Council. The Board shall submit its education
progran to the Workers Compensation Council for approva. The Workers
Compensation Council is a separate entity from the BWC Board of Directors. It was
statutorily created to review the overall soundness of the workers' compensation system,
and to analyze any proposed legislation that might affect the workers compensation
system.

BOARD PROCEDURES

Board of Directors Meetings.

The Board of Directors conducts its business through open and public meetings in
compliance with the Ohio Open Meetings Act. Members of the public and press are
invited to attend these meetings. Advance notice of the time and place of all meetings
shall be provided to the media and shall be posted on BWC's web site. Notice shall be
provided subject to a test of reasonableness. Minutes of all Board and Committee public
meetings shall be taken and maintained. Robert’s Rules of Order is generally followed.
The Chair of the Board presides at Board meetings. In the event that the Chair is unable
to attend, the Vice Chair of the Board shall conduct the Board meeting.

Conduct at Meetings:

A Board member desiring to speak shall address the Board Chair and, upon recognition
by the Board Chair, shall confine discussion to the issue before the Board and shall avoid
discussion of personalities, indecorous language, and shall refrain from personal attacks
or verbal abuse. A Board member, once recognized, shall not be interrupted while
speaking unless called to order by the Board Chair, unless a point of order is raised by
another Board member, or unless the speaker chooses to yield to questions from another
member. If a Board member is called to order while speaking, that member shall cease
speaking immediately until the question of order is determined. If ruled to be in order, the
member shall be permitted to proceed. If ruled to be not in order, the member shall
remain silent or make additional remarks in accordance with the rules of the Board.

A Board member desiring to question a BWC staff member shall address such questions
to the Board Chair, the Administrator or the appropriate Board Committee Chair. Such
person shall be entitled either to answer the inquiries or to designate some member of the
BWC staff for that purpose. Board members shall treat with respect members of the
BWC staff, who shall observe the same rules of decorum as the BWC Board members.

Whenever possible, motions and amendments to motions should be in writing and
distributed to all Board members prior to the Board and Committee meetings.



Minutes of Board Meetings and Committee Meetings

The minutes record the formal actions taken by the Board and Committees and a
summary of important reports and discussions. Minutes should contain appropriate
details of the meetings, and should reflect the Board' s fulfillment of applicable fiduciary
standards of conduct. In its decision-making processes, the Board shall give thoughtful
attention to the issues before it; the minutes shall indicate the full consideration given by
the Board. The minutes should also demonstrate the Board’'s adherence to its own
Governance Guidelines. Board members may request that specific comments be included
in the minutes. Minutes should usually be reviewed and voted on for approval at the next
subsequent Board meeting. Therefore, the minutes shall be furnished to the Board
members in the subsequent Board package. Once approved, the minutes constitute the
official record of the Board' s actions and decisions.

Agenda Development & Distribution

The Board Chair, in cooperation with the Administrator and/or the Board Liaison, shall
prepare the agenda for the Board meeting. Ample opportunity shall be given for any
Board member to submit suggestions or requests for agenda topics to the Board Chair. A
week prior to each regular Board meeting informational material shall be delivered to the
Board, including a preliminary agenda and supporting documents to be considered at the
meeting. This same process shall be followed for Committee meetings. A Board
member may request that an agenda item be deferred, removed or added by making the
request to the Board or Committee Chair. The request to defer, remove or add an agenda
item shall be considered by the Board or Committee Chair and implemented where
practical. Should the Board member’ s request to defer, remove or add an agendaitem be
refused, and the Board member is dissatisfied with the result, the Board member may
make a motion to have the Committee or the full Board consider the request by vote.

Rules/New Business Submittal Process

Generaly, BWC staff should submit proposed rules and new business items to the Board
Liaison at least two weeks prior to the upcoming Board meeting or Committee meeting.
It is recognized that unforeseen circumstances may prevent such advance submission. For
issues concerning the various Committees, the Board Chair, with the advice and consent
of the Committee Chair, shall determine whether issues are presented to the Board for
resolution.

Administrator’ s Report

At the Board’'s monthly meeting, the Administrator shall regularly provide areport. This
agenda item provides an opportunity for the Administrator to present information on
issues of interest to the Board and others.

Reports by Board Committees

At the Board’' s monthly meeting, the Committee Chairs shall regularly provide areport of
the activities of the Committees. This agenda item enables Committee Chairs or
designated representatives to report any actions taken by Committees and to request
Board approval of Committee recommendations as appropriate.




Executive Session
Consistent with Ohio law™, the Board and its Committees may move, and state the
reason in public session, to go into Executive Session (i.e. exclude the public from
attendance) under a limited set of circumstances. The proper purposes for Executive
Session are to discuss any of the following issues:
e personnel (to consider appointment, employment, performance evaluation,
dismissal, discipline, promotion, demotion or compensation of a public employee
or official, or to consider the investigation of charges or complaints against a
public employee or official);
e property (to consider the purchase or sale of property if disclosure of the
information would result in a competitive advantage to the other side);
e court action (to discuss pending or imminent court action with legal counsel);
e collective bargaining (to prepare for, conduct or review collective bargaining
strategy);
e confidential matters (to discuss matters required to be kept confidential by federal
law, rules or state statute); and
e security arrangements (to discuss details of security arrangements and emergency
response protocols where disclosure could be expected to jeopardize the security
of the Board of Directors).

No official action may be taken in Executive Session. A motion is required to come out
of executive session, the vote taken in public and if official action is necessary, matters
discussed in Executive Session shall be followed by a public vote. Attendance at
Executive Sessions is limited to Board members and others invited by the Board Chair or
Committee Chair as necessary.

Committee M eetings

Committee meetings are conducted as often as determined necessary by majority vote of
the Board of Directors. Only members of the Committee may participate in voting on
Committee matters. All members of the Board may attend and participate in discussion
a Committee meetings. The Committee Chair shall develop the agenda for the
Committee meetings. Ample opportunity shall be given for any Board member to submit
suggestions or requests for agenda topics to the Committee Chair. Committee agendas
and supporting documents shall be provided to the Board and appropriate BWC staff
prior to the Committee meeting. Minutes of Committee meetings shall include
identification of Committee members and other Board members present, agenda items
and official actions taken by the Committee. Committee minutes shall follow all the
requirements for minutes for the full Board meetings, as noted above in “Minutes of
Board Meetings and Committee Meetings.”

Communication Guidelines

As a genera rule, it is the Board's position that the BWC Administrator, or BWC
management appointed for such purpose by the Administrator, speaks for the agency as a
whole.




Members of the public can provide written submission of comments to BWC’ s website at
OhioBWC.com. Comments on pending legislation should be limited to those necessary to
conduct the business of the Board of Directors. Comments beyond that should be directed
to members of the Ohio General Assembly or the Workers' Compensation Council. The
Chair of the Board of Directors reserves the right to limit comments from the public
during meetings.

Communications received directly by Board members shall be forwarded to the Board
Liaison. The Board member receiving such communication shall work with the Board
Liaison to prepare the appropriate response. The Board Liaison shall be responsible for
retention of the Board’s public records and communications with the public.

Public Input Process

The Administrator, in consultation with the Board, shall annually create a plan for public
forums to solicit views from the public on various issues, to be held periodically
throughout the coming year. Each public forum shall address a topic or topics deemed by
the Administrator to be of interest to BWC stakeholders. Members of the public shall be
provided notice of and have an opportunity to provide comments and/or register to speak
at such forums. The Administrator may also invite certain stakeholders with an interest in
the topic to speak. Written comments provided during the meeting shall be posted on the
BWC web page.

Director Education Program™
The Board of Directors shall develop an education program for its members with the
oversight of the Governance Committee. The education program shall contain an
orientation component for newly appointed members, as well as a continuing education
component for members who have served at least one year. For orientation of new
members, information regarding all activities of BWC shall be provided, as well as
information regarding the roles of the Board and its Committees. The curriculum for the
education program shall include:

e information about Board member duties and responsibilities;

e information concerning compensation and benefits paid under Chapters 4121,
4123, 4127, and 4131 of the Ohio Revised Code;
ethics;
governance processes and procedures;
actuarial soundness;
investments; and
any other topic reasonably related to the duties of the Board.

The Board of Directors shall submit the education program it develops to the Workers
Compensation Council for approval. All sessions, classes, and other events for the
education program developed by the Board and approved by the Workers Compensation
Council shall be held in the State of Ohio.



BOARD COMMITTEES-COMPOSITION AND RESPONSIBILITIES

By law™, the Board of Directors shall establish three Committees: the Audit Committee,
the Actuarial Committee, and the Investment Committee. Additional Committees may be
established by the Board of Directors as needed. Currently, the Board of Directors has
established a Governance Committee in addition to the statutorily mandated Committees.
Generally, Committee members shall be considered every year as new Board members
are appointed. Any change to a Committee appointment shall be approved by the
majority vote of the Board.

The Committee Chairs shall conduct Committee meetings. In the absence of a
Committee Chair, the Vice Chair of the Committee shall preside over the Committee
meeting. Additional detail regarding the Board’'s Committees, including the roles and
responsibilities of all Committees, are further defined by the Committee Charters, as
approved by the Committees and adopted by the Board. The Charters of the Board's
Committees are attached hereto as Exhibit A.

Audit Committee

The Audit Committee shall consist of a minimum of three members. One member shall
be the appointed certified public accountant member of the Board. The Board, by
majority vote, shall appoint two additional membersto serve on the Audit Committee and
may appoint additional members, who are not Board members, as the Board determines
necessary. Members of the Audit Committee serve at the pleasure of the Board and the
Board, by majority vote, may remove any member except the member of the Committee
who is the certified public accountant member of the Board.

The Audit Committee performs severa functions mandated by law. It makes
recommendations to the Board regarding the accounting firm that performs BWC's
annual audits.®® It also recommends to the Board the accounting firm(s) that the Board
uses when conducting the fiduciary performance audit of BWC's investment program™,
and other management and financial audits that the Board may deem necessary.’ under
R.C. 84121.125. The Audit Committee reviews the results of each annual audit and
management review, assessing and developing appropriate courses of action to correct
any problems that may arise. The Audit Committee also monitors the implementation of
any action plans it creates, and reviews al internal audit reports on a regular basis.
Finally, the Audit Committee assists the Board in providing oversight of the integrity of
BWC' sfinancia statements.

Actuarial Committee

The Actuarial Committee consists of a minimum of five members. One member shall be
the appointed actuary member of the Board. The Board, by majority vote, shall appoint
four additional members. The Board may also appoint additional members who may or
may not be on the Board. Members of the Actuarial Committee serve at the pleasure of
the Board and the Board, by majority vote, may remove any member except the member
of the Committee who is the actuary member of the Board.
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The Actuarial Committee performs several functions mandated by law. It recommends
actuarial consultants for the Board to use for actuaria analysis of BWC funds. In
addition, the Actuarial Committee reviews the calculations on rate schedules and
performance prepared by the actuarial consultants retained by the Board.

Investment Committee

The Investment Committee consists of a minimum of five members. Two of the members
shall be the members of the Board who serve as the investment and securities experts on
the Board. The Board, by majority vote, shall appoint three additional members to serve
on the Investment Committee and may appoint additional members, either from the
Board or someone not on the Board. Each additional non-Board member appointed shall
have at least one of the following qualifications. @) experience managing another state’'s
pension or workers compensation funds; or b) expertise that the Board determines is
needed to make investment decisions. Members of the Investment Committee serve at
the pleasure of the Board and the Board, by majority vote, may remove any member
except the members of the Committee who are the investment and securities expert
members of the Board.

The Investment Committee performs several functions mandated by law. It develops the
investment policy for BWC, and submits it to the Board for approval. The Investment
Committee must assure that BWC invests in accordance with its investment policy, and
that the best possible return on investment is achieved while protecting the solvency of
the State Insurance Fund. The Investment Committee monitors implementation by BWC
of the investment policy. It recommends an outside investment consultant for the Board.
Finally, the Investment Committee reviews the performance of BWC’s Chief Investment
Officer and the investment consultants retained by BWC.

Governance Committee

The Governance Committee was established by the Board of Directors under its authority
to create additional Committees as it deemed necessary.’® The Governance Committee
consists of a minimum of three members. One member is the Chair of the Board of
Directors. The Board, by majority vote shall appoint two additional members. Members
of the Governance Committee serve at the pleasure of the Board of Directors; members
may be added or removed by a mgjority vote of the Board.

The Governance Committee is responsible for developing governance policies and
advising as to best governance practices for the Board. The Governance Committee
coordinates and facilitates the Board's annua performance evauation of the
Administrator.  In addition, it oversees the Board’s educational programs. The
Governance Committee recommends the selection of independent fiduciary counsel to
the Board for its approval. The Governance Committee also makes recommendations to
the Board Chair for Committee memberships, Committee Chairs, the Vice Chair of the
Board, and Vice Chairs of the Committees.

11



BOARD GOVERNANCE -- GENERAL

Ethics

The Board of Directors is committed to following ethical standards that promote the
integrity of the workers' compensation system in Ohio. The Board is charged to comply
fully with all federal and state laws applicable to the BWC. In particular, it is necessary
that Board members become familiar with the various ethics laws provided in the Ohio
Revised Code, as well as the Governor’s Executive Orders addressing ethics, in order to
be compliant with the applicable ethics requirements. The Board is also subject to
BWC's Code of Ethics, as found in the BWC Employee Handbook. To meet its
obligations under Ohio law, each Board member shall submit to its legal counsel at the
Attorney General’s office a copy of the annual Financial Disclosure Statement, required
by the Ohio Ethics Commission. The Board's legal counsel at the Attorney Genera’s
office and BWC Legal Counsel shall review the statements for potential conflicts of
interest. The Board views the requirements of Ohio law and BWC policy with respect to
ethics as a minimum measure for its standard of conduct. It isthe aspiration of the Board
to perform its duties in accordance with the highest ethical standards.

Board Oversight Process Guidelines

In order for the Board to fulfill its fiduciary responsibilities regarding oversight of the
Bureau of Workers Compensation (BWC), it must receive accurate and reliable
information from the Administrator and BWC staff. Further, the Board must do its part
in promoting the provision of quality information by making sure that measures are in
place to ensure, to the extent practicable, that it is recelving the best information
available. A related responsibility of the BWC, as an Ohio state governmental agency, is
to develop, implement, and enforce policies and procedures that prevent or reduce the
risk of wrongful acts and omissions by its officers and employees. In furtherance of the
Board' s oversight role, the Board has regularly scheduled meetings in which information
exchange between it and BWC takes place. In addition, Charters have been established
for all Committees and the Governance Committee was created to oversee governance
issues. Furthermore, information exchange between the Board and the 1G’s office has
been established. The Board Chair shall periodically contact the IG to invite sharing of
information regarding |G investigations relative to the BWC. It was acknowledged in
this connection that, in some cases, the IG may not be able to share information due to
the confidentiality and other constraints imposed by statute on the IG’ s office. The Board
Oversight Process Guidelines are attached hereto as Exhibit B.

Asdetailed in its charter, the Audit Committee is the arm of the Board that has the formal
responsibility of interacting with the Auditor of State and other agencies or within the
Ohio and federal governmental systems. In the event there is an internal BWC
investigation which is not referred to the deputy IG, and the Administrator has
determined that there is no need for confidentiality with respect to such matter, the Audit
Committee shall be informed of such matter at a regular meeting. If thereis a need for
confidentiality, as determined by the Administrator, in consultation with the Board Chair,
the Audit Chair shall be informed of such matter, and the Audit Chair shall make a
judgment as to whether or not there is a need to inform others on the Board regarding the
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investigation. The policy underlying this procedure is that, in any such event, either the
Board, the Board Chair, or the Audit Chair shall know what is occurring.

Referral Process for Wrongdoing

The Board of Directorsis fully committed to the detection, investigation and prevention
of wrongdoing at BWC. In the event a Board member receives information concerning
possible wrongdoing at BWC, it is the member’s obligation to promptly notify the Board
Chair and the Administrator of the information so that the matter can be fully investigated
and handled. In some instances, matters may be referred to the Inspector Generd’s (1G)
office for investigation.

The Board of Directors shall comply with BWC's Employee Handbook regarding
requirements for the reporting of wrongdoing. In addition, the Board shall also follow
the Governor of Ohio’s requirements for the reporting of wrongdoing, as contained in the
memorandum from the Governor’s Chief Legal Counsel Kent Markus dated October 11,
2007.

BWC dtaff is responsible for keeping the Board of Directors fully informed of
investigations and their outcomes. To this end, the Administrator shall provide updates
to the Board as necessary. In some instances, updates regarding investigations of wrong-
doing shall be provided in executive session, as permitted by Ohio law.

Whistleblowing

R.C. § 124.341 establishes the procedures and responsibilities incumbent upon all state
agency employees with respect to the reporting of wrongdoing, as well as the
responsibilities of supervisory personnel within state agencies with respect to
whistleblowing occurrences, including referral of the report to the appropriate authority
and the protection of the whistleblower. The Board shall similarly follow such
procedures and observe the requirements of Ohio law regarding whistleblowing.

Draft reviewed 022508, Governance Committee
Revised 022708
Approved as edited 022908; Board of Directors
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Ohio Revised Code Section 4121.12 (F)

Ohio Revised Code Section 4121.121 (B)

Ohio Revised Code Section 4123.30

Ohio Attorney General Opinion No. 89-033 (1989)
Ohio Revised Code Section 4121.12 (A)

Ohio Revised Code Section 4121.12 (C)

Ohio Revised Code Section 4121.12 (D)

Ohio Revised Code Section 4121.12 (F)

Ohio Revised Code Section 4121.12 (F) (6) (c)
19 Ohio Revised Code Section 121.22

! Ohio Revised Code Section 4121.12(F)(16)

12 Ohio Revised Code Section 4121.129

13 Ohio Revised Code Section 4123.47

14 Ohio Revised Code Section 4121.125(1)

1> Ohio Revised Code Section 4121.125(B)

16 Ohio Revised Code Section 4121.12 (G) (2)
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BOARD OF DIRECTORS—-OHIO BUREAU OF WORKERS COMPENSATION
SUMMARY OF EVALUATION OF MARSHA P. RYAN, ADMINISTRATOR

May 28, 2008

The Board of Directors of the Ohio Bureau of Workers Compensation (BWC) hereby submits its
summary evaluation of Administrator Ryan to Governor Strickland in compliance with Ohio Revised
Code 4121.21(F)(15). This summary evaluation reflects an “excellent/plus’ overall performance rating
for FY 2007/2008. The Board's evaluation process was structured to consider the Specific Performance
Objectives contained in the Director’s Flexible Performance Agreement with Governor Strickland, dated
August 31, 2007, as well as leadership attributes that the Board believes are important to an evaluation of
the Administrator’s overal performance. The evaluation process included the use of a numerical rating
system* and the solicitation of input from all qualified Board members.

*[Note: Numerical Rating Key: 1=unacceptable; 2=needs improvement; 3=acceptable; 4=excellent;
5=superior]

SPECIFIC PERFORMANCE OBJECTIVES

1 Make Ohio’'s Workers Compensation System more competitive regionaly and nationaly by
reducing base rates overall, while also maintaining the highest level of quality care for injured
workers.

FY 08 Target: Implement multi-year plan for addressing premium discounts

Rating: 4.3/5.0 Comments: Key accomplishments include initial reduction in maximum group
discount for employers and a commitment to develop a plan, with the support of the Board and
the engagement of professionals, to ensure that base rate premium determination and discounting
are actuarially sound for both “group” and “non-group” employers.

2. By 2011, Ohio’'s employers will have access to a robust and informative reserving system,
enabling them to better understand the costs associated with workers' compensation claims.
FYO08 Target: Achieve acceptance by stakeholders of new reserving product
Rating: 4.2/5.0 Comments: Key accomplishments include providing necessary staff resources,
attention and direction to make the development and implementation of the new MIRAII
reserving system successful and reaching out to key stakeholders to engage them in the process.

3. BWC “assessments’ (cost for administrative work performed by BWC) will represent a smaller
percentage of the premium dollar paid by Ohio employers.
FY 08 Target: None
Rating: 4.1/5.0 Comments: The Administrator’s manageria skills have inspired confidence that
efficiencies will be achieved in this area. Key accomplishments include establishing the
foundation, goals, plans and milestones to achieve cost reductions, as well as undertaking review
of office staffing and closing two underutilized regional offices.

4, By 2010, the BWC will have created the system capacity to effectively evaluate the quality and
costs of the managed care system for injured workers.
FY 08 Target: Pharmacy benefits contract mirrors “best rate” for similar contracts
Rating: 4.1/5.0 Comments: Key accomplishments with respect to the general objective include
successful negotiation of a major new performance-based MCO contract, development of plansto
evaluate the MCO system and continued auditing of MCOs to ensure quality of service. The
Administrator has advised the Board that the time to compl ete the pharmacy benefits review was
extended with the consent of the Governor’s office and is anticipated to be completed by mid-FY
09. Following the review, decisions regarding program changes will be made.




VI.

VII.

VIII.

LEADERSHIP. Rating: 4.6/5.0 Comments. The Administrator is perceived and respected as a strong
and capable leader. She has set the “Tone at the Top” in demonstrating a sincere desire to do what is best
for Ohio’s employers and workers. Key accomplishments include prioritizing issues, making tough
decisions, establishing a strong senior management team and providing the right measure of oversight
while instilling an attitude of “Respect, Focus and Accountability” among the BWC staff.

PLANNING. Rating: 4.7/5.0 Comments. The Administrator has taken on an extremely challenging
assignment in managing the day-to-day operations of the Bureau while developing and implementing a
plan to reorganize it. She has taken ownership of the strategic plan and direction of the Bureau and has
applied her organizational skills with deliberation and strives to include input from key stakeholders in
the planning process.

INTERACTION WITH EXTERNAL PARTIES (INCLUDES THE LEGISLATURE &
STAKEHOLDERS). Rating: 4.3/5.0 Comments: The Administrator has developed excellent
relationships with elected officials and other office holders in state government. Some perceive a sense of
“waiting for action” on the part of the employer community. The Board is united in its belief that the
Administrator’ s background, her commitment to fairness and her personal skills bode well for long-term
development of relationships with the legislature, employers/employees and other stakeholders.

INTEGRITY AND ETHICS. Rating: 5.0/5.0 Comments. The Board is unanimous in its perception
of the Administrator as a person of integrity with the highest ethical standards. By setting the “Tone at
the Top,” the Administrator is ingtilling those standards in her senior staff by both example and a focused
effort to treat all Bureau ethics questions with the seriousness they deserve. In this regard, the
Administrator and senior staff have created means within the BWC by which the ethics concerns of al
BWC staff members can be addressed.

BOARD OF DIRECTORS. Rating: 4.9/5.0 Comments. Key accomplishments of the Administrator
include encouragement of best practices in Board governance matters, timely provision to the Board of
appropriate information, working with the Chair and all members of the Board to develop Board and
Committee priorities and helping to shape the monthly meeting agendas. The Board appreciates the
specia effort the Administrator has made to develop and implement a planned educational process for
Board members regarding the complex workings of the BWC system. This process also has enabled the
Board to interact with senior staff.

THE NUMBER ONE ACCOMPLISHMENT OF ADMINISTRATOR RYAN IN 2007:
Comments. The major accomplishments are many, and include:

A strong step forward in restoration of credibility to the BWC

Recruitment of competent senior staff

Familiarizing the new Board with the workings of the BWC system

Stressing the importance of focus and accountability throughout the BWC

Fostering an environment of teamwork and making good headway in changing the BWC
agency culture that existed prior to her taking office as Administrator

THE NUMBER ONE CHALLENGE FOR ADMINISTRATOR RYAN IN 2008:
Comments. The mgjor challenges are many, and include:

. Build and/or strengthen relationships with stakeholders
. Institute a new investment policy
. Timely and successfully implement MIRAII



. Continue the work mandated under HB 100 and ensure an actuarially sound workers
compensation system
. Continue to improve the reputation of the BWC in serving employers and employees

On Behalf of the Board of Directors of the Ohio Bureau of Workers' Compensation

Respectfully submitted,

(D™ F ota,

William J. LHota, Chair




OBWC Board of Directors
Audit Committee Charter
January 25, 2008

Purpose

The Audit Committee has been established to assist the Board of Directors of the Ohio Bureau of
Workers Compensation in fulfilling its fiduciary oversight responsibilities through:

oversight of the integrity of financial reporting process;

compliance with legal and regulatory requirements;

monitoring the design and effectiveness of the system of internal control;
confirming external auditor’s qualifications and independence; and

reviewing performance of the internal audit function and independent auditors.

Member ship

The Committee shall be composed of a minimum of three (3) members. One member shall be the
appointed certified public accountant member of the board. The Board, by mgjority vote, shall
appoint two additional members to serve on the Audit Committee and may appoint additional
members, who are not Board members, as the Board determines necessary. Members of the
Audit Committee serve at the pleasure of the board and the board, by majority vote, may remove
any member except the member of the committee who is the certified public accountant member
of the board.

Each committee member will be independent from management. The Chair and Vice Chair is
designated by the Board, based on the recommendation of the Board Chair. The Board Chair if
not a member is an ex-officio member, shall not vote if his’her vote will create a tie vote when
serving as ex-officio.

The Committee Chair will be responsible for scheduling all meetings of the Committee and
providing the Committee with a written agenda for each meeting. The Committee will have a
staff liaison designated to assist it in carrying out its duties.

M eetings

The Audit Committee shall meet at least nine (9) times annually, or as frequently as needed and
will provide activity reports to the Board of Directors. The Committee will invite members of
management, external auditors, internal auditors and/or others to attend meetings and provide
pertinent information, as necessary. Subject to open meeting laws, the Committee will hold
executive sessions with external auditors, when deemed appropriate in the performance of their
duties. A quorum shall consist of a mgjority of the Committee members. The Committee will
have a staff liaison designated to help it carry out its duties.

Duties and responsibilities




The Audit Committee shall have responsibility for the following:

1.

whn

10.
11.

12.

13.

14.

15.

16.
17.

18.

Oversight of the integrity of the financial information reporting process:

a. Review with management and the external auditor significant financial
reporting issues and judgments made in connection with the preparation of the
financial statements.

b. Review with management and the external auditor the results of the audit.

Review all internal audit reports on regular basis.

Review results of each annua audit and management review; if problems exist, assess
appropriate course of action to correct, and develop action plan. Monitor implementation
of any action plans created to correct problems noted in annual audit.

Serve as the primary liaison for Bureau of Workers' Compensation Board of Directors
and providing a forum for handling all matters related to audits, examinations,
investigations or inquiries of the Auditor of State and other appropriate State or Federal
agencies

Develop an oversight process to assess the adequacy and effectiveness of interna
controls and provide the mechanisms for periodic assessment of system of interna
controls on an ongoing basis.

Oversee the assessment of internal administrative and accounting controls by both the
external independent financial statement auditor and internal auditor.

Consult on the appointment and/or removal of the Chief of Internal Audit and have
oversight on the work of the Internal Audit Division.

Ensure the independence of the external auditor and approve all auditing, other
attestations services and pre-approve non-audit services performed by the external
auditor.

After every meeting, report to the Board of Directors of the Bureau of Workers
Compensation on all activities, findings and recommendations of the Committee.
Establish policies and procedures to function effectively.

At least once every 10 years, have an independent auditor conduct a fiduciary
performance audit of BWC'’s investment program, policies and procedures. Provide a
copy of audit to the Auditor of State.

Recommend to the Board an accounting firm to perform the annual audit required under
R.C. 4123.47. Recommend an auditing firm for the Board to use when conducting audits
under R.C. 4121.125.

Retain and oversee consultants, experts, independent counsel, and accountants to advise
the Committee on any of its responsibilities or assist in the conduct of an investigation.
Seek any information it requires from employees—all of whom are directed to cooperate
with the Committee' s requests, or the requests of internal or external parties working for
the Committee. These partiesinclude, but are not limited to internal auditors, all external
auditors, consultants, investigators and any other specialists working for the Committee.
All Committee actions must be ratified or adopted by the Board of Directors of the
Bureau of Workers' Compensation to be effective.

Coordinate with the other Board Committees on items of common interest.

At least annually, this charter must be reviewed by the Audit Committee and any
proposed changes submitted to the Governance Committee and to the Board for approval.
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.

Audit Committee Charter.doc

Draft 092607

Review & Approved 112107, Ken Haffey, Chair
Revised 012408

Revised 012508

Revised 092408




OBWC Board of Directors
| nvestment Committee Charter
January 24, 2008

Purpose

The purpose of the Investment Committee is to ensure that the assets of the Ohio Bureau of Workers’
Compensation (OBWC) are effectively managed in accordance with the laws of the State of Ohio, and
the Ohio Bureau of Workers’ Compensation Statement of Investment Policy and Guidelines. The
Investment Committee:

e provides assistance to the Board of Directors in the review and oversight of the State Insurance
Fund and each Ancillary Fund (collectively the Funds) assets; and is
e responsible for developing and monitoring the implementation of the BWC’s investment

policy.
M ember ship

The Committee shall be composed of a minimum of five (5) members. Two of the members shall be the
members of the Board who serve as the investment and securities experts on the Board. The Board, by
majority vote, shall appoint three additional members to serve on the Investment Committee and may
appoint additional members, either from the Board or someone not on the Board. Each additional non-
Board member appointed must have at least one of the following qualifications: a) experience managing
another state’s pension funds or workers’ compensation funds; or b) expertise that the Board determines
is needed to make investment decisions.

The Chair and Vice Chair is designated by the Board, based on the recommendation of the Board Chair.
The Board Chair if not a member is an ex-officio member, shall not vote if his/her vote will create a tie
vote when serving as ex-officio.

Members of the Investment Committee serve at the pleasure of the Board and the Board, by majority
vote, may remove any member except the members of the Committee who are the investment and
securities expert members of the Board.

M eetings

The Investment Committee will meet at least nine (9) times annually; additional meetings may be
scheduled as the Committee or its chairperson deem advisable. The Investment Committee is governed
by the same rules regarding meetings, notice, quorum and voting requirements as are applicable to the
Board. A quorum at any Investment Committee meeting will consist of a majority of the Committee
members.

The Chair of the Committee will be responsible for establishing the agendas for the meetings of the
Committee. An agenda, together with information/background materials, will be sent to members of the
Committee prior to each meeting. Minutes for all meetings of the Committee will be prepared to
document all actions to the Committee’s discharge of its responsibilities. The Committee will have a
staff liaison designated to help it carry out its duties.



Duties and Responsibilities

The Investment Committee is charged with overseeing all investment-related matters and activities of
the BWC. The Committee evaluates proposals requiring Board action and makes recommendations for
consideration by the Board. The Committee shall:

1.

10.

11.

12.

13.

14.

Develop and recommend the strategic asset allocation and investment policy for the Funds and
submit to the Board for approval. The Committee will periodically review the investment policy
in light of any changes in actuarial variables, market conditions, etc. and make recommendations
for any changes, as appropriate to the Board for approval. Assist the Board to assure that the
investment policy is reviewed and approved at least annually, published, and copies are made
available to interested parties.

Evaluate and recommend an outside investment consultant to assist the Investment Committee in
its duties. Submit a contract with the recommended investment consultant to the Board for
approval.

Review the annual report on the investment performance of the funds and the value of each
investment class and submit to the Board for approval. Once approved, this report must be
submitted to the Governor, the president and Minority Leader of the Senate, and the Speaker and
Minority Leader of the House of Representatives.

Recommend investment counsel to the Board for engagement.

Recommend to the Board for approval the criteria and procedures for the selection of the
Investment Managers and General Partners. Approve the final selection, funding and termination
of all Investment Managers and General Partners.

Monitor implementation of the investment policy by the Administrator and the Chief
Investment Officer.  Review performance of the Chief Investment Officer and any
investment consultants retained by the BWC to assure compliance with the investment policy
and effective management of the Funds.

Develop and recommend rules on due diligence standards for employees of BWC to follow when
investing in each asset class. Develop and recommend policies and procedures to review and
monitor the performance and value of each asset class. Submit these recommendations to the
Board for approval.

. Monitor and review the investment performance of the Funds on a quarterly basis to

determine achievement of objectives and compliance with this investment policy.

Recommend prohibited investments, on a prospective basis, the Committee finds to be
contrary to the investment objectives of the Funds and submit to the Board for approval.
Recommend the opening and closing of each investment class and submit to the Board  for
approval.

Report all activities/recommendations to the Board following each meeting of the Investment
Committee.

The Investment Committee will coordinate with other Board committees on items of
common interest.

At least annually, this charter must be reviewed by the Investment Committee and any
proposed changes submitted to the Governance Committee and to the Board for approval.

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.
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12-month Governance Committee Calendar

Date | Mar-2009 Notes
| Apr-2009
4/29/08| * Launch Administrator Review
| May-2009
5/28/08 | *Finalize Administrator Review « Launch Board Self-Assessment
| Jun-2009
6/18/08|* Finalize Board Self-Assessment « Committee Membership

Recommendations « Develop Education Plan Administrator's objectives for
2009/10

Jul-2009

Aug-2009

2/13/2008 1:48 PM




OBWC Board of Directors
Actuarial Committee Charter
January 24, 2008

Purpose

The Actuarial Committee has been established to assist the Ohio Bureau of Workers’
Compensation Committee Board of Directors in fulfilling their responsibilities through:

e monitoring the actuarial soundness and financial condition of the funds and
reviewing rates, reserves and level of net assets

e oversight of the integrity of the actuarial audit process

e compliance with legal and regulatory requirements

e monitor the design and effectiveness of the actuarial studies

e confirm external actuarial consultants’ qualifications and independence
e review performance of independent external actuarial work product

Member ship

The Committee shall be composed of a minimum of five (5) members. One member shall be the
appointed actuary member of the Board. The Board, by majority vote shall appoint four
additional members. The Board may also appoint additional members who may or may not be on
the Board. Members of the Actuarial Committee serve at the pleasure of the Board and the
Board, by majority vote, may remove any member except the member of the committee who is
the actuary member of the Board.

Each committee member will be independent from management. The Chair and Vice Chair is
designated by the Board, based on the recommendation of the Board Chair. The Board Chair if
not a member is an ex-officio member, shall not vote if his/her vote will create a tie vote when
serving as ex-officio.

The Committee Chair will be responsible for scheduling all meetings of the Committee and
providing the Committee with a written agenda for each meeting. The Committee will have a
staff liaison designated to assist it in carrying out its duties.

M eetings

By majority vote the Committee will recommend to the Board of Directors their meeting
schedule. There shall be not less than nine (9) meetings each year. Reports shall be made to the
Board after each meeting. The Committee also has the authority to convene additional meetings,
as circumstances require. The Committee will invite members of management, external actuarial
firms, internal actuarial staff and/or others to attend meetings and provide pertinent information,
as necessary. Subject to open meeting laws, the Committee will hold executive sessions and
private meetings with actuaries and auditors, when required in the performance of their duties. A
quorum will be a majority of the Committee members.



Duties and Responsibilities

The Actuarial Committee shall have responsibility for the following:

1.

2.

9]

10.

11.

Recommend actuarial consultants for the Board to use for the funds specified in
the Ohio Revised Code.

Review calculation on rate schedules and performance prepared by the actuarial
consultants with whom the Board contracts.

Supervise for the Board’s consideration the preparation of an annual report of the
actuarial valuation of the assets, liabilities and funding requirements of the state
insurance funds to be submitted to the Workers’ Compensation Council and the
Senate and House.

Coordinate with other Board Committees on issues of common interest.

At least once every five (5) years have actuarial investigation of experience of
employers; mortality, service and injury rate of employees; payment of benefits in
order to update the assumptions on the annual actuarial report.

Have actuarial analysis prepared of any legislation expected to have measurable
financial impact on the system, within 60 days after introduction of legislation.
Consult in the appointment of and oversee the work of any actuarial firm
engaged by Ohio Bureau of Workers” Compensation to complete actuarial
studies.

Recommend retention and oversight of consultants, experts, independent
counsel and actuaries to advise the Committee on any of its
responsibilities or assist in the conduct of an investigation.

Seek any information it requires from employees — all of whom are
directed to cooperate with the Committee’s requests, or the request of
internal or external parties working for the Committee. These parties include
the internal actuaries, all external actuaries, consultants, investigators and any
other specialties working for the Committee.

Make recommendations to the Board of Directors of the Ohio Bureau of Workers’
Compensation for Board decisions.

At least annually, this charter must be reviewed by the Actuarial Committee and
any proposed changes submitted to the Governance Committee and to the Board
for approval

12. 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.
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OBWC Board of Directors
Governance Committee Charter
January 25, 2008

Purpose

The Committee shall assist the Ohio Bureau of Worker’s Compensation Board of Directors in
fulfilling its oversight responsibilities relating to developing and implementing sound
governance policies and practices. The Committee is responsible for:

e reviewing and recommending to the Board the adoption of governance guidelines and
committee charters;

e overseeing compliance with federal and state laws, ethics, regulations and policies;

e developing a process for the Board’s assessment of its performance and the
performance of Board committees and a self assessment by Directors; and

e recommending director assignments to Board committees; making recommendations
for Board Vice-chair and committee chairs for the Chair’s consideration.

e coordinate annual review process of the Administrator with the Board.

Member ship

The Committee shall be composed of a minimum of three (3) members. One member shall be the
Chair of the Ohio Bureau of Workers’ Compensation Board of Directors. The Board, by
majority vote shall appoint two additional members. The Chair and Vice-Chair is designated by
the Board based on the recommendation of the Board chair.

The Committee Chair will be responsible for scheduling all meetings of the Committee and
providing the Committee with a written agenda for each meeting. The Committee encourages all
Board members to attend their meetings. The Governance Committee is a standing committee of
the Ohio Bureau of Workers’ Compensation (BWC) Board of Directors. The Committee will
have a staff liaison designated to assist it in carrying out its duties. This Board liaison will be
responsible for all communication, handling of responses and public record requests of the
Board.

M eetings

The committee shall meet quarterly or more frequently as it shall determine is necessary to carry
out its duties and responsibilities. The Chair will schedule regular meetings; additional meetings
may be held at the request of two or more members of the Committee, or the Chair of the Board.
A majority of the members shall constitute a quorum. At least one meeting shall be in executive
session for the purpose of the performance review of the Administrator.



Duties and Responsibilities

In carrying out its oversight responsibilities, the Committee shall:

1.

At least annually review the Board’s Governance Guidelines and the charters of the Board’s
standing committees, and making such recommendations as the Committee determines
necessary or appropriate; and consistent with HB 100, including recommendations
concerning the structure, composition, membership and function of the Board and its
committees, subject to Board approval.

2. Make recommendations for Board Vice-chair, committee chairs and committee members for

W B~ W
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1.

the Chair’s consideration and the Board’s approval.

. Develop and coordinate the annual self-assessment of the Board and its Committees.
. Make recommendations to the Board for retaining fiduciary counsel.
. The Committee shall oversee the process for the annual report by the Board for submission to

the Governor, General Assembly or the Workers’ Compensation Council as required by ORC
4121.12(F)(3).

Oversee compliance with laws, ethics, regulations and policies.

Oversee the BWC orientation process for newly appointed members of the BWC Board and
assist the Board in its implementation. The Committee shall also regularly assess the
adequacy of and need for additional continuing director education programs. At a minimum,
the education components must meet the requirements of ORC 4121.12(F)(16). These
requirements include: orientation for new members; continuing education for those Board
members who have served for more than one year; board member duties and responsibilities;
compensation and benefits; ethics; governance processes and procedures; actuarial
soundness; investments; and any other subject matter the board believes is reasonably related
to the duties of a board member.

Make reports to the Board following their meetings.

Coordinate with other Board committees on issues of common interest.

. Perform such other duties required by law or otherwise as are necessary or appropriate to

further the Committee’s purposes, or as the Board may from time to time assign to the
Committee.

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.

Draft reviewed Oct. 4, 2007 and Oct. 14, 2007
Approved as edited 112107; Alison Falls, Chair
Revised 012308

Revised 092408




EXHIBIT B

Board of Directors
Ohio Bureau of Workers Compensation

Oversight Process Guidelines

I ntroduction

In order for the Board to fulfill its fiduciary responsibilities regarding oversight of the Bureau of
Workers Compensation (BWC), it must receive accurate and reliable information from the
Administrator and BWC staff. Further, the Board must do its part in promoting the provision of
quality information by making sure that measures are in place to ensure, to the extent practicable,
that it is receiving the best information available. The legal precedent applicable to corporate
boards in the private sector is exemplified by the holding of the Delaware Chancery Court in the
Caremark case, which suggests that, in order to properly discharge its oversight responsibilities,
the Board should take appropriate steps to ensure, to the extent practicable, the quality of the
information received regarding the entity.*

A related responsibility of the BWC, as an Ohio state governmental agency, is to develop,
implement, and enforce policies and procedures that prevent or reduce the risk of wrongful acts
and omissions by its officers and employees.?

Ohio L aw

As the board of a governmenta agency, the BWC Board does not have the same control over the
entity it governs that, for example, the board of directors of a private corporation would have
with respect to the entity. Ohio law provides for the Office of Inspector General, whose statutory
responsibility is to conduct investigations into matters involving any Ohio state governmental
agency or official.® Further, Ohio law provides for a Deputy Inspector General to be assigned to
the BWC, one of only two Ohio state government agencies to which such an assignment has
been mandated by law.* The Inspector General may not be permitted to share information with
the Board or the Administrator with respect to investigations that are ongoing or in process;
however, the Inspector General is required to (a) consult with state agencies and advise them in
developing, implementing, and enforcing policies and procedures that will prevent or reduce the
risk of wrongful acts and omissions by their state officers or state employees; and (b) after
detecting awrongful act or omission, review and evaluate the relevant policies and procedures of
the state agency in which the wrongful act or omission occurred, and advise the state agency as
to any changes that should be made in its policies and procedures so as to prevent recurrences of
similar wrongful acts or omissions.”

Information learned by the Inspector General in the course of investigations involving the BWC
may be relevant to the Board in fulfilling its oversight responsibility. In this connection, it has
been suggested that an informal arrangement be made with the Inspector General that provides
for the sharing of relevant information with the Board Chair as the Inspector General may deem
appropriate (see “ Additional Reporting Procedures — Office of the Inspector General,” below).



The purpose of these Oversight Process Guidelines is to summarize the measures that the BWC
Board has put in place to promote the provision of quality information to the Board and to
identify the processes that are in place which are not within the Board’s control but which are
designed to prevent or reduce the risk of wrongful acts and omissions by BWC officers or
employees.

Board and Committee Structure and M eetings

The recent steps that the new Board has takenin furtherance of its oversight responsibilities
include:

The Board and its standing statutory Committees, being the Actuarial, Audit and
Investment Committees, shall meet monthly..

o The Administrator shall attend each Board meeting and those specific Committee
meetings as requested by the Board Chair or the appropriate Committee Chair.

o The BWC staff appropriate for the matters scheduled for discussion shall be available
to be present at and/or participate in meetings of the Board and its Committees at the
request of the Board Chair or the appropriate Committee Chair to the Administrator.

o The Chief Legal Officer of the BWC and a representative of the Attorney Genera’s
office shall attend each Board meeting and those specific Committee meetings as
requested by the Board Chair or the appropriate Committee Chair.

Charters for each of the standing statutory Committees of the Board, setting forth the
specific responsibilities of each Committee, have been prepared, discussed and adopted
by each Committee and ratified by the Board.

The Board has formed a Governance Committee, the responsibilities of which include:
advising the Board Chair as to the utilization of best practices in corporate governance;
the retention of fiduciary counsel to the Board; and the coordination with the
Administrator of educational sessions for the new Board members as to the workings and
administration of the BWC and their fiduciary responsibilities as members of the BWC
Board.

Independent fiduciary counsel to the Board has been appointed and reports to the Board
Chair and the Governance Committee. Fiduciary counsel was requested to make and has
made a presentation to the Board regarding the fiduciary duties of Board members.
Fiduciary counsel is available to address matters relative to the fiduciary duties of the
Board and its members at the direction of the Board Chair and/or the Governance
Committee.



BWC Internal Compliance Resour ces and Procedur es

Internal Auditor. The BWC has an Internal Audit Division headed by the Internal Auditor. The
Internal Auditor reports to the Administrator on a weekly basis and at least monthly to the
Board's Audit Committee.

Ethics Officer. There is an Ethics Officer for the BWC. The Ethics Officer is responsible for
educating staff members regarding ethics issues to ensure compliance with the BWC Ethics
Policy. The BWC Code of Ethics and Gift Acceptance Policy are contained in the BWC
Employee Handbook. Further, there is an email address monitored by the Ethics Officer to which
BWC employees can send questions and receive responses regarding ethics matters
(EthicsABWC@bwec.state.oh.us).  The Ethics Officer, with support from the BWC Lega
Division, also responds to ethics questions posed by staff members and is also BWC's liaison
with the Governor's Office on ethics issues.

Complaint Process; Deputy Inspector General. There is a process within the Bureau for the
receipt, handling and investigation of employee complaints of suspected wrongdoing as well as
complaints from persons outside the BWC. This process and the follow-up on complaints
received are supervised by the Deputy Inspector General dedicated to the BWC who reports
directly to the Inspector General.

Coordination. The Internal Auditor, Ethics Officer and Deputy Inspector Genera share
information and coordinate activities as appropriate. The Ethics Officer also leads the BWC
Special Investigations Unit,® which has regular communication with the onsite Deputy |nspector
General.

Additional Reporting Procedures

Office of the Inspector General

Fiduciary counsel to the Board was requested to review the statutory powers of the office of the
IG and determine whether and to what extent the office of the IG has preempted the Board’'s
responsibility with respect to investigations regarding wrongdoing within the BWC. The Ohio
legidlature has established an office of deputy |G which is given specific investigative powers by
statute with respect to alegations of wrongdoing at the BWC. In that connection, counsel also
advised that the duties of the Board are to cooperate with the deputy |G with respect to any such
investigation. Counsel further noted that Ohio law is silent with respect to the specific
responsibility of the BWC Board to establish, maintain and oversee a proactive investigative
program, independent of the Administrator or the deputy |G, targeted to internal wrongdoing.

Accordingly, in keeping with the Board's oversight responsibilities, the Board Chair shall
periodically contact the IG to invite sharing of information regarding |G investigations relative to
the BWC. It was acknowledged in this connection that, in some cases, the |G may not be able to
share information due to the confidentiality and other constraints imposed by statute on the IG’s
office.



Audit Committee

The Audit Committee Charter provides that the Audit Committee “Will serve as the primary
liaison for the BWC Board and provide a forum for handling of matters related to audits,
examinations, investigations or inquiries of the Auditor of State and other appropriate State or
Federal Agencies.” (Charter at Item 4.) Accordingly, the Audit Committee is the arm of the
Board that has the formal responsibility of interacting, on behalf of the Board, with the Auditor
of State and other agencies or within the Ohio and federal governmental systems.

In the event there is an internal BWC investigation which is not referred to the deputy 1G, and
the Administrator has determined that there is no need for confidentiality with respect to such
matter, the Audit Committee may be informed of such matter at a regular meeting. If thereisa
need for confidentiality, as determined by the Administrator, in consultation with the Board
Chair, the Audit Chair shall be informed of such matter, and the Audit Chair shall determine
whether and when it would be appropriate to inform others on the Board. The policy underlying
this procedure is that, in any such event, either the Board or the Board Chair and Audit Chair will
know what is occurring.

Procedures for Notification of Employee Wrongdoing and/or Suspected Illegal Activity

The Governor's office has distributed a memorandum dated October 11, 2007, regarding
procedures for al state agencies with respect to notification of employee wrongdoing and/or
suspected illegal activity, and that the BWC has incorporated the procedures set forth therein
within the BWC' sinternal procedures.

Whistleblowing

Ohio Revised Code Section 124.341 provides for the procedures and responsibilities of al state
agency employees with respect to the reporting of wrongdoing, as well as the responsibilities of
supervisory personnel within state agencies with respect to whistleblowing occurrences,
including referral of the report to the appropriate authority and the protection of the
whistleblower.

! Sone v. Ritter, 911 A.2d 362 (Del. 2006), citing In Re Caremark Int’| Inc. Derivative Litigation., 698 A.2d 959,
971 (Del. Ch. 1996)

2 ORC Section 121.45 (A)

3 ORC Section 121.42

* ORC Section 121.52

® ORC Sections 121.42 (1) and (J)

® ORC Section 121.131
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