
The next WCOC Investment Committee meeting is scheduled for: 
April 27, 2006 
William Green Building, Level 2, Room 2 
2:00 P.M. 

Agenda 
March 30, 2006 

William Green Building, Level 2, Room 2 
10:30 A.M 

RECONVENE 2:00 P.M 
 
. 
10:30 A.M  
 
Old Business 

 
Approval of Previous Meeting Minutes.............................. Mike Koetters 

Chairman’s comments....................................................... Mike Koetters 

Motion – Recommendation to have Investment Policy be approved by 
WCOC ...................................................... Mark Brubaker/Mike Koetters 

Motion – Recommendation to have Investment Committee Charter be 
approved by WCOC ................................ Mark Brubaker/Mike Koetters 

Motion – Recommendation to have Wilshire’s Private Equity Asset 
Report be approved by WCOC ................... Mark Brubaker/Lee Damsel 

Portfolio Performance Review..........................................Mark Brubaker 

Recess............................................................................... Mike Koetters 

 

Reconvene 2:00 P.M. 
 
 

Old Business – continued 

Investment Department – Staffing (Executive Session) ...................
....................................................................................... Barb Young 

New Business 

Written Reports Provided In Advance – committee will have 
opportunity to address any issues 

1. CIO Monthly Letter 

2. MRT Progress Report 

3. Portfolio Performance Report 



The next WCOC Investment Committee meeting is scheduled for: 
April 27, 2006 
William Green Building, Level 2, Room 2 
2:00 P.M. 

4. D & O Insurance  

Staff available:  

• Lee Damsel, BWC 
• Tom Sico, BWC 
• Mark Brubaker, Wilshire 

 

 

Adjourn .............................................................................. Mike Koetters 

 
 
 
 
 



 

OHIO BUREAU OF WORKERS’ COMPENSATION OVERSIGHT COMMISSION 
 

INVESTMENT COMMITTEE CHARTER 
 
 
PURPOSE 
 
The Investment Committee has been established by the Ohio Bureau of Workers’ 
Compensation Oversight Commission (“WCOC”) for the express purpose of assisting  
the WCOC to carry out its responsibilities in matters regarding the investment of the 
assets of the State Insurance Fund and each Ancillary Fund (collectively, the Funds) 
assets.  The Committee members will carry out their duties with the care, skill, prudence, 
and diligence of a prudent person acting in a similar institutional investment Board 
member capacity, and will strive to follow sound policies and procedures that enhance 
good, fair, and open decision making. 
 
The Committee’s core objective is to advise and assist the WCOC in maximizing investment 
returns within acceptable risk parameters, in accordance with the WCOC’s overall objective of 
promoting the best interests for the Ohio Bureau of Workers’ Compensation, its members, and 
beneficiaries. 
 

The WCOC is required to establish objectives, policies, and criteria for the 
administration of the investment program that include asset allocation targets and 
ranges, risk factors, asset class benchmarks, time horizons, total return 
objectives, and performance evaluation guidelines, and monitor the 
administrator's progress in implementing the objectives, policies, and criteria on 
a quarterly basis.  (O.R.C. 4121.12(G)) 

 
 
AUTHORITY 
 
The Investment Committee has the authority to consider and make recommendations to 
the WCOC on all matters relating to the Ohio Bureau of Workers’ Compensation 
investment portfolios in accordance with the WCOC Investment Policy Statement and 
other applicable legal requirements.  In executing its duties, the Committee will not 
consider any proposed investment that has not gone through the Funds’ due diligence 
process and been reviewed by Ohio Bureau of Workers’ Compensation staff. 

 
COMPOSITION 
 
The Committee shall be composed of a minimum of four (4) members, appointed by the 
Chairperson of the WCOC.  At least two (2) members shall be “investment experts”, as 
required by Ohio Revised Code, and at least two (2) members shall be voting members of 
the WCOC.  The Committee shall select its Chairperson. 
 



 

MEETINGS 
 
The Committee will meet at least four times a year and otherwise on an as-needed basis 
as determined by the Committee Chair in consultation with the Chair of the WCOC.  
 
RESPONSIBILITIES 
 
The WCOC is the primary body charged with overseeing investment activities relating to 
the Funds.  The WCOC may appoint members to the Investment Committee for the 
express purpose of assisting the WCOC to carry out its oversight functions, including the 
duties specified below: 

 
i. Approve the strategic asset allocation and investment policy for the Funds and 

periodically review such policy in light of any changes in actuarial variables, market 
conditions, or other evolving facts or situations relevant to the appropriate character 
of that policy. 

ii. Permit the Administrator to invest in an investment class only after the WCOC, by  
majority vote, opens the class in question. 

iii. Close any class of investments when it deems prudent. 

iv. Monitor and review the investment performance of the Funds on a quarterly 
(February, May, August and November) basis to determine achievement of goals and 
compliance with this Investment Policy. 

v. Advise and consent to the Administrator’s hiring  of the CIO. 

vi. Advise and consent to the OBWC’s employment of an internal auditor, who shall 
report directly to the WCOC on investment matters. 

vii. Approve the selection and termination of all Investment Consultants.  

viii. Approve the development of criteria and procedures for the selection of the 
Investment Managers and General Partners. 

ix. Approve the final selection and funding and termination of all Investment Managers 
and General Partners. 

x. Approve the asset class to be managed, investment style, scope of investment 
activities and maximum percent of the Fund that may be allocated to each Investment 
Manager and General Partner.  

xi. Prohibit on a prospective basis any specific investment that the WCOC finds to be 
contrary to the Investment Objectives of the Funds. In the event that the WCOC 
determines that any activity undertaken or proposed to be undertaken pursuant to this 
Investment Policy is contrary to the Investment Objectives, the WCOC shall direct 
the Administrator to take the appropriate corrective action. 

xii. Submit a report annually on the performance and the value of each investment 
class to the governor, the president and minority leader of the senate, and the 
speaker and the minority leader of the house of representatives. 

 



 
 

INVESTMENT DIVISION 
 
 

 
 
TO:  Bill Mabe, Administrator/CEO 

Mike Koetters, Chairman, Investment Committee 
Denise Farkas, Investment Committee  
Win McCausland, Investment Committee 
Bill Sopko, Investment Committee 

 
FROM:  Lee Damsel, Interim Chief Investment Officer 
   
DATE:  March 8, 2006   
 
SUBJECT: CIO Report for February, 2006 
 
 
 
The Investment Division in February, 2006, continued to execute many of the key investment initiatives/directives given by the 
WCOC Investment Committee and Administrator Mabe. This report summarizes some of  these activities, issues, and action 
plans relating to Ohio Bureau of Workers’ Compensation Investment Division. 
 

2006 Strategic Initiatives 
 
The Investment Division has the following 2006/2007 goals: 
 
1. Transition BWC’s portfolio to a fixed income allocation while increasing annual  

cash income*         12/31/06 
 
2. Establish a new BWC internal investment organization for restructured portfolio  06/01/06 
 
3. Create and implement a new monthly reporting system by outsourcing to custodian 03/31/06 
 
4. Establish proper investment controls and procedures to protect the assets of the                                                                           
 State Insurance Fund        12/31/06 
 
5. Establish new investment accounting process for the restructured portfolio  03/31/07 
 
*$546 million last year vs. $646 million cash income 
 
Strategic Initiative One 
The transition of the BWC’s actively managed portfolios to a passive fixed income index commenced on January 9, 2006, with 
State Street Global Markets (SSGM) managing the process.  February has been an extremely active month for the transition of 
BWC’s portfolios. The transition of the equity Tranches were handled in two stages.  The first stage involved liquidating the 
equity securities and investing the proceeds primarily in U.S. Treasury securities with duration comparable to that of the 
Lehman Aggregate index to minimize interest rate risk.  
 
 As of February 28, 2006, the duration of Tranche 1 was 4.49 vs. 4.50 for the Lehman Aggregate index.  Over the last four 
weeks, the second stage of the first four tranches has been taking place.  SSGM has been trading out of the Treasuries they 
purchased in stage one, and trading into the spread products to mirror the Lehman Aggregate index.   SSGM is now mostly 
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completed with purchasing the credit and spread products and plans on funding the first four Tranches by the end of this week, 
March 3rd.  As of February 28, 2006, the transition of Tranche 1, representing 19 U.S. equity managers and $1.2 billion in 
assets was 99% complete.  Tranche 1 has posted  a  return  during  the  transition  of  approximately  -0.07% which compares  
favorably to the Target Portfolio (Lehman Aggregate Index) return of  -0.16%,  due  primarily  to a favorable market 
environment in equities. This represents a savings of 9 BPS. Thus far, approximately 28% of all trading in Tranche 1 has come 
through either internal or external crossing channels at no cost, slightly trailing SSGM’s pre-trade estimate of 29%.  There are 
currently no equities left to be traded for this or any of the tranches. 
 
 
SSGM commenced trading on Tranche 2 on January 12.  Tranche 2 is comprised of 25 U.S. equity managers and $2.7 billion 
in assets.   For Tranche 2, the current costs are up to 77 BPS and will remain at or at about that level as all  of  equities have 
been liquidated and most of the trading is complete.The  equity  markets during Tranche 2 have performed poorly on bad 
earnings from both Intel and Yahoo. 
 
SSGM commenced trading on Tranche 3 on January 18. Tranche 3 is comprised of International equities and $1.6 billion in 
assets. The current costs for Tranche 3 are a savings of 17 BPS and will remain at about that level as all of the international 
equities have been liquidated (including Societe Generale) and most of the trading has been completed. 
 
Tranche  4  was  comprised  of  the  equities  that  were  in  the two SSgA commingled  funds - the S&P 500 and the EAFE 
index fund. Trading for this tranche commenced on January 31st.  Due to the favorable equities markets at the time of the 
liquidation, the current costs are a savings of 40 BPS, and should remain at that level. 
 
Tranche  5  is  comprised  of  the assets from the 19 fixed income managers totaling $7.2 billion. Trading for this tranche 
began on February 14th, and the current costs are at about 12 BPS. As this was a fixed income portfolio, the opportunity for in-
kind transfers was significant. SSgA was able to select over 52% of the portfolio as in-kinds, therefore decreasing the amount  
of  trading that will need to occur for this tranche. SSGM hopes to have this completed by the end of March. 
 
Tranche  6, the ancillary accounts representing approximately $1.3 billion in assets will begin trading next week, and should 
also be completed by the end of March. 
 
The  last  stage  in the transition of all Tranches will be to transfer the fixed  income  securities into a custom collective trust 
fund (CTF) managed by  State  Street Global Advisors.  This fund will consist only of the Ohio BWC SIF and Ancillary Fund 
assets. 
 
 
The transition by Tranche is summarized below: 
 
Tranche Description # of  

Accounts 
Approx 
Assets 
9/30/2005 

% 
Completed 

Manager 
Termination 
Date 

Trans 
Commencement  
Date 

Est  
Completion 
Date 

Tranche 1 Domestic Equity 19 $1.2 B 99% 12/28/2005 1/10/2006 3/03/2006 
Tranche 2 Domestic Equity 25 $2.7 B 99% 12/30/2005 1/12/2006 3/03/2006 
Tranche 3 Intl Equity 6 $1.5 B 98% 12/28/2005 1/18/2006 3/03/2006 
Tranche 4 Commingled Index 

Funds (S&P and 
EAFE) 

2 $1.1 B 99% S&P – 1/18/06 
 
EAFE – 1/18/06 

1/31/2006 3/03/2006 

Tranche 5 Fixed Income 19 $6.9 B 0% 1/31/2006 2/14/2006 3/21/2006 
Tranche 6 Fixed Income 

(Ancillary 
Accounts) 

4 $1.3 B 0% 2/13/2006 3/06/2006 3/31/2006 

 
BWC’s portfolio transition is still on track to be completed by March 31, 2006.  Ohio BWC staff is closely monitoring the 
progress of the transaction through weekly conference calls with SSGM, JPMorgan and Wilshire.  Wilshire is also monitoring 
the transaction on a daily basis.  During the transition of Tranche 3, the Societe Generale International Equity account ($280M) 
was delayed for approximately four weeks from the original scheduled date due to miscommunication between the transition 
manager and the custodian.  Fortunately, the international equity market was in BWC’s favour when this account was 
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subsequently liquidated.  The impact was very favourable to the overall transition experience by 5 bps as a result of the delay 
in liquidating Societe Generale from Tranche 3.  Barring the Societe Generale account,  the transition  is going well and 
remains on schedule. 
 
Lehman Ag Index Fund 
BWC’s portfolio will be transitioning into a State Street Lehman Ag Index fund.  BWC’s account will be in its own fund and 
not commingled due to the sheer dollar volume of BWC’s assets near $15 billion versus the commingled fund (original 
Lehman Ag index fund) of approximately $8 billion.   
 
The passive aggregate strategy’s performance objective is to match the total rate of return of the Lehman Brothers Aggregate 
Bond Index during a calendar year. 
 
This will be achieved by investing in the domestic investment grade bond market to include US Treasury, agency, corporate, 
mortgage backed, commercial mortgaged-backed, and asset-backed securities.  It is duration neutral to the Index at all times.  
Over all sector and quality weightings are also matched to the Index, with individual security selection based upon criteria 
generated by State Street’s credit and research group, security availability and State Streets analysis of its impact on the 
portfolio’s weightings. 
 
 In addition, securities lending will be executed by State Street with a 80% - 20% split negotiated split. 
 
Annual cash income will increase by an additional $100 million as a result of the restructured portfolio comprised of nearly 
100% fixed income assets.  The Investment Division is developing a new Interest Income monthly report with the CFO and 
Chief of Staff.  This monthly report is designed to include the last month’s actuals as well as a forecast for future months 
combined for total year.  The Administrator, WCOC IC and the CIO will be reviewing the first draft of this report when 
available by the CFO/Chief of Staff. 
 
 
Strategic Initiative Two 
 
The search continues for a permanent CIO and is still anticipated for May, 2006 for a permanent CIO appointment. 
 
Job interviews were conducted in February, 2006, and two senior fixed income investment managers were identified and have 
been offered positions (acceptances pending) as well as two investment managers who have been offered and have accepted 
positions in the Investment Division.   Job recruitment activities (job ads, interviews, offers) will continue until a minimum of 
four new investment personnel are hired.  Anticipated completion of hiring the additional four investment personnel is a high 
priority in the Investment Division. 
 
Finally, an additional temporary accountant has been retained to continue to reconcile all private equity capital calls, 
distributions and partnership valuations and to document the procedures going forward for BWC’s private equity management 
process.   
 
 
Strategic Initiative Three 
The new investment monthly performance composites/formats were finalized with JPMorgan.  JPMorgan (also BWC’s 
custodian) will independently calculate monthly performance for SIF and ancillary portfolios beginning with July, 2005.  
JPMorgan’s anticipated report delivery was delayed due to BWC’s management fee data production until early March, 2006. 
 
Wilshire Consulting is also beginning to develop their quarterly performance reporting which will also be independent from 
BWC Investments with results/reports sent directly to WCOC/C members directly. 
 
Also, investment staff is currently working with J.P. Morgan and Wilshire on parallel tracks to establish performance 
measurement procedures.  Wilshire has been working with J.P. Morgan to arrange for the electronic transmittal of all portfolio 
holdings and cash flows from J.P. Morgan’s custody platform to their performance measurement system. 
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All performance reporting provided by Wilshire and J.P. Morgan will be consistent with the reporting requirements of the CFA 
Institute Global Investment Presentation Standards (GIPS).  It is important to note that while these standards will serve as the 
guideline, it is not appropriate for the Ohio BWC, Wilshire, or J.P. Morgan to claim compliance with such standards.  Only 
investment managers reporting their performance can claim compliance with GIPS.   
 
The revised goal is to provide performance measurement for all legacy investment managers, composites (U.S. equity, non-
U.S. equity, fixed income, alternative assets, total fund, etc.).  J.P. Morgan anticipates that they will deliver these performance 
reports by early March, 2006.  Wilshire’s performance reporting for December, 2005 should be completed by March, 2006 as 
well. 
 
Daily transition management performance is reported on the six transition tranches directly from State Street Global Markets.  
Due to the complexity of performance reporting during the transition period (January – March, 2006), it is difficult to 
determine the exact timing of monthly performance reports that will incorporate transition performance during this period by 
JPMorgan and Wilshire.  Upon completion of the transition (March, 2006), final performance reports will be available in a 
final format to JPMorgan and Wilshire. Interim daily reports are being provided to both (JPMorgan and Wilshire) during the 
transition.     
 
Finally, returns for the Alternative Assets portfolio will be broken out by type – Private Equity  (Mezzanine, Fund of Funds, 
Venture Capital, Buy-out), Coin Fund and verified Hedge Funds (American Express) and reported on a quarterly lag.  Wilshire 
is building on the valuations as of March 31, 2005, by Ennis Knupp.  In order to roll-forward returns, Wilshire will need to 
collect and reconcile all capital calls, distributions and partnership valuations that have taken place subsequent to the report.  
This process may take some time, but Wilshire anticipates having internal rates of return (IRRs) calculated through September 
30, 2005 by March 15 and through December 31, 2005 by April 30.  BWC’s investment division has completed 50 of the 68 
reconciliations through February, 2006. 
 
All new performance reports will be reviewed by the Administrator and the WCOC IC members. 
 
 
Strategic Initiative Four 
BWC Investments policy will be revised by Wilshire Consulting working with BWC’s Workers Compensation Oversight 
Committee, Investment Committee, Chief Executive Officer and Chief Investment Officer.  The first draft is scheduled for 
review by the Investment Committee at the March 30, 2006, meeting.  WCOC, BWC and Wilshire anticipate this process to be 
completed by April, 2006. 
 
Finally, Investment Policy and Procedures will be re-written to reflect the new process requirements that support BWC’s 
restructured portfolio.  Investment staff, Wilshire and the Administration will jointly work towards an anticipated completion 
date of  December 31, 2006. 
 
 
Strategic Initiative Five 
A new investment accounting process will be explored and finalized by March, 2007.  Currently, the Investment Division is 
meeting with IT on prioritizing support and development of a project plan. 
 
IT and the Investment Division finished the imaging project for all private equity investment files (98K documents).  The 
Investment Division will continue to catalogue descriptively all of the imaged documents. 
 
 
Private Equity 
 
The declaratory judgement was filed with Franklin County Common Pleas Court regarding conflict between fiduciary duty to 
SIF and Ohio public records requirements for transparency.  BWC’s Legal Division update is that nothing much is going on 
with the case yet.  BWC has filed an amended complaint and the response to the show cause order.  Legal is waiting to make 
sure that service has been perfected on all of the funds.  The only fund to have answered to date is the River Cities Fund.  They 
filed a counterclaim alleging that their information is proprietary.  BWC will have until March 30th to answer their 
counterclaim.  Most of the other funds have an answer date of March 17th. 
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Wilshire will be presenting an updated Decision Tree at the Investment Committee meeting on March 30, 2006, regarding this 
asset class.  In addition, Wilshire is continuing to assist the Investment Division in confirming and establishing procedures and 
reconciliations required in the management of distributions, calls and reporting processes. 
 
 
Asset/Liability Implementation 
 
Wilshire has been working with the Ohio BWC actuary, Mercer Oliver Wyman, Actuarial Consultants, to gather 30 year 
projections of the liability data necessary to complete the Asset-Liability Valuation (ALV).  This data was forwarded to 
Wilshire’s actuaries in early March, 2006.  After the initial conference call with Mercer and Liz Bravender (BWC Actuary 
Department), Wilshire estimates that it will take up to four months to prepare the Asset Liability report.  During this time, 
Wilshire will be proposing asset classes for consideration (market-duration fixed income, long-duration fixed income, equity, 
inflation-protected securities, etc.) and constraints for each asset class.  The resulting output will detail the trade off between 
cost (premiums) and risk (probability of funding promised benefits).  Wilshire’s estimated timetable of June, 2006 for an Asset 
Liability study is still on schedule for completion date. 
 
 
Legislative Updates/HB66 Compliance 
 
SB 151 (Dann) 
This legislation would require the Ohio Retirement Study Council to oversee investment of funds under the Workers' 
Compensation Law and approve contracts entered into concerning the investment of those funds, to change the investment 
authority of the Administrator of Workers' Compensation, to establish restrictions concerning contracts for the investment of 
those funds, to require that criminal records checks be conducted on persons involved with the investment of those funds, to 
prohibit the Administrator from awarding a contract for the investment of those funds to an investment manager or business 
entity who has made specified campaign contributions, and to prohibit certain state officials from soliciting or accepting 
campaign contributions from those investment managers or business entities. 
 
Currently in Senate Insurance, Commerce & Labor Committee 
No hearings scheduled at this time 
 
SB 282 (Fingerhut) 
This legislation was introduced on March 7, 2006.  According to the draft he sent to WCOC members, the legislation would: 

• Establish the WCOC as an independent body, with its own professional and clerical staff; 

• Empower the WCOC to assess the BWC and IC for fees to pay for professional and clerical assistance for an amount 
up to one half of one percent of the BWC and IC budgets - but not more than $2 million; 

• Require that excess funds not used by the WCOC for staffing purposes be returned to employers; 

• Require the WCOC to promulgate administrative rules codifying into state law its investment oversight policies and 
procedures. 

This bill has not yet been assigned to a committee 
No hearings scheduled at this time 
 
HB 354 (Patton) 
This legislation would require that any state agency with the authority to invest state funds to report on those investments using 
the global investment performance standards. 
 
Currently in House State Government Committee 
No hearings scheduled at this time 
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HB 376 (Patton) 
This legislation would create the Workers' Compensation Investment Board and would transfer the Workers' Compensation 
Oversight Commission's powers and duties regarding the investment program of the Bureau of Workers' Compensation to the 
Investment Board. 
 
Currently in House State Government Committee 
No hearings scheduled at this time 
 
HB66 Compliance 
Emily Hicks (BWC Legislative Liaison) is working with Cathy Moseley (BWC Chief of Staff) to ensure compliance to all 
related HB66 requirements. 
 
SB 7 (Cates) 
This legislation is often referred to as the “workers’ compensation reform” bill.  This would make necessary administrative 
changes to the workers’ compensation system. 
 
Currently in House State Government Committee 
Hearing scheduled for Tuesday, March 6 
 
NOTE: Although HB 376 (Patton) and SB 282 (Fingerhut) are similar, both bills would require different action by BWC.  
They would both be debated and voted on in their respective chambers and then passed along to the opposite chamber for 
consideration.  At this point, neither of the bills is scheduled for a hearing, which is the first step in the process. 

• HB 376 would create the Workers' Compensation Investment Board and transfers to the Board the Workers' 
Compensation Oversight Commission's powers and duties regarding the Bureau of Workers' Compensation 
investment program. 

• SB 282 would require the Workers' Compensation Oversight Commission to employ its own professional and clerical 
staff rather than use staff provided by the Administrator of Workers' Compensation, and to require the Oversight 
Commission to adopt rules to establish the objectives, policies, and criteria for the investment program of the Bureau 
of Workers' Compensation. 

  
 
  
MRT Action Plan 
 
A final BWC response document is being drafted by BWC’s Interim CIO (Damsel) and Chief of Staff (Moseley) and is 
expected to be released by June, 2006.  The Audit and Investment Committees will continue to address the pending 
actions/plans on the remaining outstanding MRTs at their respective upcoming monthly WCOC/IC/Audit Committee meetings.  
The committees respective action plans will be reflected in the response document.  
 
Investigative/Lawsuit 
 
Support continues in providing supporting documentation for the following Legal activity: 
 
MDL 
Coin Liquidation 
Private Equity Declaratory Judgement 
AOL/Time Warner 
Inspector General, et al 
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2006 January/February Market Review 
 
Unseasonably warm weather convinced consumers to bring out their shopping bags, as retail sales jumped 2.3% during the 
month.  The results were well ahead of the expected 0.7% gain and the prior month’s 0.4% increase.  Higher energy prices 
lifted the Consumer Prices Index 0.7% in January, the biggest climb in overall prices since the Hurricane Katrina-related surge 
in September of 1.2%.  The January reading was above both the forecasted gain of 0.5% and the decline of 0.1% in December.  
After stripping out volatile food and energy prices, however, the “Core CPI” nudged up only 0.2% in January, in line with 
expectations and ahead of the revised 0.1% rise in December.  The pace of manufacturing growth picked up in February, as the 
manufacturing sector expanded for the 33rd straight month.  The ISM Manufacturing Index came in at 56.7, up from January’s 
54.8 and the forecasted 55.5.  A respectable 193,000 jobs were created in January, causing the unemployment rate to drop to 
4.7% from 4.9% in December, the lowest level since July 2001.  The low unemployment figures, though, failed to brighten 
consumer sentiment, as the Consumer Confidence Index fell to 101.7 in February, which was below the estimated 104.5 and 
the January measure of 106.8. 
 
Short term rates rose above long term rates in February, resulting in an inverted yield curve, a condition which usually inhibits 
lending throughout the banking system and portends economic weakness in the future.  Ben Bernanke, in hi first appearance 
before Congress as Fed Chairman, added that a couple of more rate hikes were likely to come in order to stay on top of 
inflation.  Expectations call for the Fed to lift the Fed Funds rate by 25 basis points at each of its next two meetings, with 
further actions to be determined by economic and inflationary data.  2-year Treasury yields spiked 16 basis points in February 
to end at 4.68% while 30-year Treasuries dropped 17 basis points to 4.51% resulting in a 30-year to 2-year spread of -17 basis 
points.  5-year Treasury yields increased 15 basis points to finish at 4.60% and 10-year yields rose 4 basis points to 4.55%.  
Futures markets predict the Fed Funds rate will be at 5.00% by May of this year.  The Treasury’s 30-year bond was welcomed 
back in February, on the heels of incredibly strong demand for $14 billion of new “long bonds” – the first sales in more than 
four years.  Pension funds were largely responsible for the demand, in light of pensioners’ increasing needs to better manage 
their asset/liability profiles.  Although some had feared that they would stay out of the auction, the Treasury actually received 
bids worth over two times the amount offered. 
 
The Investment Grade Bond market fared well in February, as the Lehman Brothers Aggregate Index returned 0.33%. Returns were led by 
the MBS sector which, unlike 2005, has been a stellar performer thus far this year. Reports of a robust 4Q05 earnings season helped the 
Credit sector during the month, as investment grade companies breezed by analyst earnings expectations by an average of 4.0%. The usually 
reliable ABS sector also fared well, with 10 basis points of outperformance versus their same duration Treasuries. Interestingly, despite 
starting at historically tight levels in 2006, AAA Credit Card ABS are close to trading through LIBOR, with money managers, commercial 
banks, and GSE’s being responsible for an insatiable amount of demand. Within the quality tiers, low quality paper dominated during the 
month, as BBB’s outperformed their same duration Treasuries by 40 basis points. Corporate spreads remained tight, as the average corporate 
OAS sat at 78 basis points over Treasuries versus 71 basis points at the end of February last year.  Low long-dated corporate spreads also 
persisted, as the average OAS came in at 117 basis points over Treasuries versus 107 basis points at this point last year. With the 4Q05 
corporate reporting season in full 
swing, earnings were not the only metric to surprise on the upside. Within the industrial sector, overall leverage (21% improving versus 14% 
declining) and capitalization (26% versus 15%) measures also improved. On the other hand, signs of a peak in the residential property market 
mounted when KB Homes and Toll Brothers became the latest US homebuilders to revise 2006 sales forecasts downward due to unexpected 
plunges in activity. 
 
Historically tight spreads and an inverted yield curve failed to spook the high yield market in February, as the High Yield Master II Index 
closed up 0.63%. All of the top ten sectors finished in positive territory. Although valuations are high, technicals remained firm due to a lack 
of supply. Less than $4 billion in new issuance came to market, versus $15 billion in the month before. Inside the quality tiers, lower quality 
paper performed best, with CCC’s returning 1.75%, B’s 0.98%, and BB’s -0.06%. Fundamentals remained sound, as the default rate persisted 
in resting at a historically low level of 2.19%. The market has experienced just over $100 million in mutual fund inflows year to date, versus 
$900 million in outflows this point last year. 
 
In corporate news, auto related headlines and Moody’s downgrade of GM dampened the possibility of a sale of GMAC. Wachovia bowed out 
the bidding process, leaving a private equity group as the sole remaining bidder. As a result, rumors began to swirl that a sale of GMAC may 
not lead to an investment grade rating, a development that would severely handicap the future funding capabilities of the troubled financing 
company. Further adding to the auto woes was speculation that Dana Corp may have to file for bankruptcy protection following the news that 
it was delaying a decision on its dividend until after it had filed fourth quarter financial results, a development that caused a substantial sell 
off of the company’s bonds.  
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Investment Policy Statement Revisions
March 30, 2006

Mark E. Brubaker, CFA 
Managing Director



P A G E   1

Background

The attached revised Investment Policy Statement (IPS) is the product of the 
collaborative efforts of the Investment Committee, internal and external counsel, 
OBWC staff, the Attorney General’s office and Wilshire.

The IPS establishes the investment policy for the Ohio Bureau of Workers’
Compensation (“OBWC”) State Insurance Fund (“SIF”) and Ancillary Funds.

Its primary purpose is to assist the Administrator, the Chief Financial Officer, the 
Chief Investment Officer and the OBWC staff in meeting investment objectives and 
monitoring the performance of the surplus and reserves of the Funds

The WCOC is required to establish objectives, policies, and criteria for the administration 
of the investment program that include asset allocation targets and ranges, risk factors, 
asset class benchmarks, time horizons, total return objectives, and performance 
evaluation guidelines, and monitor the administrator’s progress in implementing the 
objectives, policies and criteria on a quarterly basis.  (O.R.C. 4121.12(G))



P A G E   2

Highlights of the Revised IPS

Integrates the elements of Best Practice into the development and design of the IPS and Asset 
Allocation
Integrates the provisions of HB 66
Addresses concerns and recommendations of Management Review Team (MRT); Callan
Asset/Liability Analysis; Ennis Knupp Report; and Clark Schaffer Audit Report
Clarifies the responsibilities of all fiduciaries and constituent parties regarding the management 
of the Funds
Creates a framework for reporting and accountability
Creates a framework for management of the portfolio that is consistent with industry best 
practices 
Precludes the use of equities due to the low capital position of the BWC
Requires significant diversification to minimize the impact of any individual security, industry, or 
sector on the portfolio
Integrates asset liability management into the ongoing activities of the WCOC

Asset liability management is the concept of matching the structure of the investment portfolios (i.e. assets) with 
the liability structure (i.e. expected future claims payments to workers)

Provides opportunities for Ohio-based or minority and women-owned firms to manage portions 
of the portfolio



P A G E   3

Asset Allocation

Based on the results of the asset/liability analysis prepared by Callan in September 
2005 and a review of the investment practices of industry peers, the SIF asset 
allocation target was modified from a 59% Fixed Income/41% Equity allocation to 
97% Fixed Income / 3% Equity in November 2005

The transition to the 97% Fixed Income allocation is being handled by State Street Capital 
Markets and is expected to be completed by March 31, 2006

The 3% Equity allocation represents the illiquid private equity partnership investments

Wilshire will be presenting a new Asset Liability Valuation (ALV) in June 2006 and 
the asset allocation policy will be formally reviewed and approved by the WCOC on 
an annual basis going forward

Wilshire – a global investment consulting firm representing insurance, pension and 
endowment clients with combined assets totaling over $500 billion – has reviewed the 
Callan report and the practices of industry peers and supports the revised asset allocation 
policy outlined above



 

OHIO BUREAU OF WORKERS’ COMPENSATION OVERSIGHT COMMISSION 
 

INVESTMENT COMMITTEE CHARTER 
 
 
PURPOSE 
 
The Investment Committee has been established by the Ohio Bureau of Workers’ 
Compensation Oversight Commission (“WCOC”) for the express purpose of assisting  
the WCOC to carry out its responsibilities in matters regarding the investment of the 
assets of the State Insurance Fund and each Ancillary Fund (collectively, the Funds) 
assets.  The Committee members will carry out their duties with the care, skill, prudence, 
and diligence of a prudent person acting in a similar institutional investment Board 
member capacity, and will strive to follow sound policies and procedures that enhance 
good, fair, and open decision making. 
 
The Committee’s core objective is to advise and assist the WCOC in maximizing investment 
returns within acceptable risk parameters, in accordance with the WCOC’s overall objective of 
promoting the best interests for the Ohio Bureau of Workers’ Compensation, its members, and 
beneficiaries. 
 

The WCOC is required to establish objectives, policies, and criteria for the 
administration of the investment program that include asset allocation targets and 
ranges, risk factors, asset class benchmarks, time horizons, total return 
objectives, and performance evaluation guidelines, and monitor the 
administrator's progress in implementing the objectives, policies, and criteria on 
a quarterly basis.  (O.R.C. 4121.12(G)) 

 
 
AUTHORITY 
 
The Investment Committee has the authority to consider and make recommendations to 
the WCOC on all matters relating to the Ohio Bureau of Workers’ Compensation 
investment portfolios in accordance with the WCOC Investment Policy Statement and 
other applicable legal requirements.  In executing its duties, the Committee will not 
consider any proposed investment that has not gone through the Funds’ due diligence 
process and been reviewed by Ohio Bureau of Workers’ Compensation staff. 

 
COMPOSITION 
 
The Committee shall be composed of a minimum of four (4) members, appointed by the 
Chairperson of the WCOC.  At least two (2) members shall be “investment experts”, as 
required by Ohio Revised Code, and at least two (2) members shall be voting members of 
the WCOC.  The Committee shall select its Chairperson. 
 



 

MEETINGS 
 
The Committee will meet at least four times a year and otherwise on an as-needed basis 
as determined by the Committee Chair in consultation with the Chair of the WCOC.  
 
RESPONSIBILITIES 
 
The WCOC is the primary body charged with overseeing investment activities relating to 
the Funds.  The WCOC may appoint members to the Investment Committee for the 
express purpose of assisting the WCOC to carry out its oversight functions, including the 
duties specified below: 

 
i. Approve the strategic asset allocation and investment policy for the Funds and 

periodically review such policy in light of any changes in actuarial variables, market 
conditions, or other evolving facts or situations relevant to the appropriate character 
of that policy. 

ii. Permit the Administrator to invest in an investment class only after the WCOC, by  
majority vote, opens the class in question. 

iii. Close any class of investments when it deems prudent. 

iv. Monitor and review the investment performance of the Funds on a quarterly 
(February, May, August and November) basis to determine achievement of goals and 
compliance with this Investment Policy. 

v. Advise and consent to the Administrator’s hiring  of the CIO. 

vi. Advise and consent to the OBWC’s employment of an internal auditor, who shall 
report directly to the WCOC on investment matters. 

vii. Approve the selection and termination of all Investment Consultants.  

viii. Approve the development of criteria and procedures for the selection of the 
Investment Managers and General Partners. 

ix. Approve the final selection and funding and termination of all Investment Managers 
and General Partners. 

x. Approve the asset class to be managed, investment style, scope of investment 
activities and maximum percent of the Fund that may be allocated to each Investment 
Manager and General Partner.  

xi. Prohibit on a prospective basis any specific investment that the WCOC finds to be 
contrary to the Investment Objectives of the Funds. In the event that the WCOC 
determines that any activity undertaken or proposed to be undertaken pursuant to this 
Investment Policy is contrary to the Investment Objectives, the WCOC shall direct 
the Administrator to take the appropriate corrective action. 

xii. Submit a report annually on the performance and the value of each investment 
class to the governor, the president and minority leader of the senate, and the 
speaker and the minority leader of the house of representatives. 

 



OHIO BUREAU OF WORKERS’ COMPENSATION
TOTAL FUND
January, 2006
Executive Summary

Domestic Equity Overview:
The U.S. equity market gained solidly in January, despite a brief mid-month correction, on news of 
solid economic growth and tame inflation. The S&P 500 Index returned +2.6% in January. U.S. 
equities gained in January, rebounding from a sell-off in late December, as investors realized that 
the Federal Reserve was making progress in its attempt to engineer a soft landing in the economy. 
Investors were encouraged by news of benign core inflation during the month, as it was reported
that core producer and consumer prices had risen only +1.7% and +2.2% respectively over the past 
year.  Overall, U.S. large-cap stocks gained solidly in January, adding to gains accrued in late 
2005. Investors were encouraged by further evidence of a robust, non-inflationary expansion.

Domestic Fixed Income Overview:
Although U.S. GDP growth slowed to a 1.1% annualized rate in the fourth quarter, the economy 
displayed considerable resilience at the start of the new year, setting the stage for a solid rebound 
in the first quarter. The labor market improved significantly with initial jobless claims drifting 
below 300,000 in the first half of January and the unemployment rate easing down to 4.9%. 
Although non-farm payrolls increased by a seemingly modest 108,000 in December, payrolls for 
the previous two months were revised upward by a net 71,000. Tight labor market conditions 
translated into a continued improvement in both the University of Michigan and Conference Board 
consumer confidence gauges, pushing the latter to its highest level in more than three years. The 
manufacturing sector remained relatively strong in December with the ISM falling slightly to 55.6 
and the Chicago PMI slipping to 58.5 in January (numbers above 50 signal growth).  Despite 
mixed reports on the housing market, there are unmistakable signs of further cooling with existing 
home sales falling 5.7% to 6.6 million in December. This drop marked the series’ third 
consecutive decline. Although some of the decline may have been weather-related, housing starts 
dropped dramatically in December by 8.9% as construction spending slowed further. Inflation 
remained well-contained in January despite rising gas prices. Core CPI advanced by 0.2%, pushing 
the year-on-year increase higher to 2.2%. The fed funds target was hiked another 25 bps for the 
fourteenth consecutive time to 4.50%. The U.S. Treasury yield curve was virtually unchanged 
during the month, as the spread between two- and five-year Treasury notes ended at -6 basis points 
(bps), down from -5 bps at the end of December. 

EAFE Equity Overview:
International Markets have started the New Year with the same enthusiasm as they ended the last, 
with many indices making new highs during the month of January. Support came from strong 
economic data in the Euro zone and Asia, and stronger than expected fourth quarter earnings 
everywhere. 
Europe was particularly strong during the month, thanks to a fresh flurry of M&A activity and 
buoyant economic data. The German IFO business confidence survey reached its highest level 
since May 2000. Japan had another strong month in dollar terms, marginally behind Europe and 
Pacific over the period, as core inflation continued its rise, and economic signals maintained their 
positive trend. This was despite the market worries during a mid-month correction triggered by an 
account scandal at software company Livedoor.



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Portfolio Market Value & Asset Allocation
January, 2006

Portfolio Balances

0 . 6 5 %

7 . 7 2 %

17 . 7 3 %
7 . 8 5 %

4 . 9 1%

3 . 6 0 %

0 . 0 0 %

8 . 2 3 %

4 4 . 7 2 %

2 . 6 8 %
1. 9 0 %

B o n d  A n c i l l a r y  -  B o n d St o c k I n t ' l  S t o c k

A l t e r n a t i v e C a s h T r  # 1 T R #  2

T R  # 3 T R  # 4  ( E A F E ) T R  # 4  ( S&P  5 0 0 )

Bond Total $7,293,278,361 44.72%

Ancillary Funds - Bond $1,342,980,600 8.23%

Stock Total $667,309 0.00%

International Stock Total $309,830,788 1.90%

Alternative Asset Total $437,551,888 2.68%

Cash Reserve Total $105,322,105 0.65%

Tranche #1 (Transition 
Management)(1)

$1,259,608,334 7.72%

Tranche #2 (Transition 
Management)(2)

$2,892,140,132 17.73%

Tranche #3 (Transition 
Management)(3)

$1,280,481,156 7.85%

Tranche 4 - State Street 
Global Adv (Transition 
Management)(4)

$800,729,264 4.91%

Tranche 4 - SSGA S&P 
500 CTF (Transition 
Management)(4)

$587,092,079 3.60%

GRAND TOTAL $16,309,682,017

100.00%

(1) This Portfolio was 100% Fixed income; (2) This Portfolio was 99.8% Fixed Income; (3) This Portfolio was 81.6% Fixed Income
(4) These Portfolios were 97.8% Fixed Income 



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Performance Measures
For the Month Ending January 31, 2006

Total BWC Investments 3.54% 1.46% 2.08% 6.71% 4.25% 2.46%

Ancillary - Bonds 0.02% -0.18% 0.20% 0.97% 1.28% -0.31%

Bonds 0.29% 0.01% 0.28% 1.58% 1.40% 0.18%

Stocks 13.93% 2.65% 11.28% 19.10% 6.57% 12.53%

International Stocks 4.69% 6.14% -1.45% 12.84% 13.80% -0.96%

Alternative 1.04% N/A N/A 2.94% N/A N/A

Cash 0.43% 0.31% 0.12% 1.13% 0.97% 0.16%

Tranche #1 - TM 2.91% N/A N/A N/A N/A N/A

Tranche #2 - TM 2.73% N/A N/A N/A N/A N/A

Tranche #3 - TM -4.47% N/A N/A N/A N/A N/A
Tranche #4 - Ssga MSCI 

EAFE - TM
6.07% N/A N/A N/A N/A N/A

Tranche #4 - SSGA S&P 
500 - TM

2.87% N/A N/A N/A N/A N/A

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
*Ancillary - Bonds = Lehman Intermediate Gov't Credit
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

**State Insurance Fund Custom Benchmark used as a proxy for TOTAL FUND Custom Benchmark

Variance

BWC Investment 
Returns 3 Month 
Trailing       (Net 

of Fees)

BWC Investment 
Returns Monthly  

(Net of Fees)

Benchmark 
Returns 3 

Month 
Trailing**

Benchmark 
Returns 

Monthly** Variance

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened Total Performance for the period by less than 0.01%



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Performance Measures
For the Month Ending January 31, 2006

Total BWC 
Investments

3.54% 1.46% 2.08% 6.76% 4.25%

Ancillary - Bonds 0.02% -0.18% 0.20% 0.97% 1.28%

Bonds 0.29% 0.01% 0.28% 1.62% 1.40%

Stocks 13.96% 2.65% 11.31% 19.22% 6.57%

International Stocks 4.69% 6.14% -1.45% 12.96% 13.80%

Alternative 1.04% N/A N/A 2.94% N/A

Cash 0.43% 0.31% 0.12% 1.13% 0.97%

Tranche #1 - TM 2.91% N/A N/A N/A N/A

Tranche #2 - TM 2.73% N/A N/A N/A N/A

Tranche #3 - TM -4.74% N/A N/A N/A N/A

Tranche #4 - Ssga MSCI 
EAFE - TM

6.07% N/A N/A N/A N/A

Tranche #4 - SSGA S&P 
500 - TM

2.87% N/A N/A N/A N/A

 BENCHMARK INFORMATION: 

*Ancillary - Bonds = Lehman Intermediate Gov't Credit
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

**State Insurance Fund Custom Benchmark used as a proxy for TOTAL FUND Custom Benchmark

BWC Investment 
Returns 3 Month 

Trailing       (Gross 
of Fees)

BWC Investment 
Returns Monthly    
(Gross of Fees)

Benchmark 
Returns 3 

Month 
Trailing**

Benchmark 
Returns 

Monthly** Variance

Summary of Monthly Performance Attribution:
•BWC’s Total Performance out performed its’ Custom Benchmark by 2.08% for the period.
•Performance Relative to Benchmark Performance:

(+) BWC’s Bond Portfolio outperformed its’ Benchmark for the period.
(+) BWC’s Ancillary – Bond Portfolios outperformed their Benchmark for the period
(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period
(- ) BWC’s International Stock Portfolio underperformed its’ Benchmark for the period



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Fixed Income Allocation* & Returns
January, 2006

Various US Benchmark Returns

4 .4 2 %

3 3 .57%

6 2 .0 1%

C o re Int ermed iat e M o rt g ag e

Various US Benchmark Returns

*Style classification does not consider fixed income assets contained in various Transition Management Accounts



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Domestic Equity Allocation & Returns
January, 2006

Various US Benchmark Returns

1.0 5%

3 .19 %
9 .8 3 %

6 .4 7%

78 .50 %

0 .9 6 %

Lg Gr owt h Lg Va l ue M i d Gr owt h M i d Va l ue S m Gr owt h S m Va l ue

Various US Benchmark Returns



Ohio Bureau of Workers’ Compensation
TOTAL FUND

International Equity Allocation & Returns
January, 2006

9 8 .70 %

1.0 8 %

0 .2 2 %

Gr owt h Va l ue Cor e



Ohio Bureau of Workers’ Compensation
TOTAL FUND

Alternative Asset Allocation
January, 2006

11.4 3 %

3 4 .8 9 %

3 1.2 5%

10 .3 8 %

12 .0 5%

H edge B uy-Out C o in
F und o f  F unds M ezzanine Venture C apital



OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
July, 2005
Executive Summary

Domestic Equity Overview:
The U.S. equity market gained strongly in July as investors were encouraged by news of stronger-
than-expected economic growth and softening inflation pressure. The S&P 500 Index gained 
+3.7% during the month, bringing its total return for the year to date to +2.9%. U.S. large-cap 
stocks gained strongly in July, and broke solidly into positive territory for the year to date. Equities 
have surged on optimism about a strong, non-inflationary economic expansion. Perhaps the most 
important economic news for asset market performance during the month, however, concerned 
inflation. In July, inflation pressures softened as headline consumer prices (CPI) were unchanged 
from the previous month and core consumer prices (excluding food and energy) rose only
+0.1%.

Domestic Fixed Income Overview:
The overwhelming majority of economic reports during the month have painted an upbeat picture 
of the overall environment and its forward momentum.  In particular, credible evidence has 
emerged that the manufacturing sector is making an impressive comeback.  All three major 
regional manufacturing surveys (Philly Fed, Empire State Manufacturing and Chicago PMI) 
posted strong increases in July, reflecting a sharp acceleration in activity in the sector. 
Compounding that message, durable goods orders ex-transportation rose by a surprising 2.6% in 
June, following a sharp upward revision to the prior month’s number from -0.3% to +0.9%.  
Meanwhile, both new and existing home sales rose in June to new record levels, defying all 
expectations of a possible cooling in the housing market.
We expect the Fed to tighten by 25 basis points (bps) at both the August and September meetings, 
while staying on track to push the fed funds rate up to 4% by year-end.  Nonetheless, depending on 
the behavior of inflation data over the next several months, particularly on the wage front, we see a 
slowly emerging probability (around 25%) that the Fed will raise rates at the December meeting, 
bringing the fed funds rate to 4.25%. 
U.S. Treasury yields rose across the curve this month, with the five-year note showing the greatest 
change in yield, up 42 bps to end at 4.12%.

EAFE Equity Overview:
News from Europe has been upbeat in a relative sense.  West German manufactured goods orders 
have turned up as has the German business sentiment index (IFO). Unemployment however 
remains stubbornly high and has prompted an early election.
In the Far East the news of the month was a modest 2.1% revaluation of the Renminbi.  Though 
seen as partly politically inspired, it has consequences for the nation’s raw material input costs.  
Both China and India have continued to display economic growth in excess of expectations.  China 
grew at 9.5% in the first quarter and India at 7%.  Even Japan has seen some better news with a 
modest rebound in consumer spending.  
From a regional perspective Japan lagged other markets largely due to yen weakness.  By contrast 
the Pacific ex Japan shone, although China continued to disappoint.  From a sector perspective 
interest rate sensitive, consumer staple companies and defensive issues, underperformed. 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
July, 2005

Portfolio Balances

47.34%

31.83%

14.24%

1.69%4.90%

Bond S t oc k I nt ' l  S t oc k Al t e r na t i v e Ca sh

Portfolio Market Value
Percent of 

Total Assets

Bond Total $6,858,606,971 47.34%

Stock Total $4,610,494,699 31.83%

International Stock Total $2,062,918,142 14.24%

Alternative Asset Total $709,891,202 4.90%

Cash Reserve Total $244,712,674 1.69%

GRAND TOTAL $14,486,623,688



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending July 31, 2005

BWC Investment Monthly
Returns Monthly Benchmark 

(Net of Fees) Returns Variance

Total BWC SIF Investments 1.65% 0.91% 0.74%

Bonds -0.48% -0.91% 0.43%

Stocks 4.18% 3.72% 0.46%

International Stocks 3.48% 3.07% 0.41%

Alternative 0.86% N/A N/A

Cash 0.28% 0.24% 0.04%
BENCHMARK INFORMATION: 

•Bonds = Lehman Bros. Aggregate Index 

•Stocks = S&P 500 (Cap Weighted) 

•International Stocks = MSCI EAFE Index (Net Dividends) 

•Alternative = None 

•Cash = M.L. 91 Day Treasury Bill 

•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Summary of Investment Manager Fee Impact:
•Investment Manager fees had no measurable effect on Total Performance for the period



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending July 31, 2005

BWC Investment Monthly
Returns Monthly Benchmark 
(Gross of Fees) Returns Variance

Total BWC SIF Investments 1.65% 0.91% 0.74%

Bonds -0.48% -0.91% 0.43%

Stocks 4.19% 3.72% 0.47%

International Stocks 3.48% 3.07% 0.41%

Alternative 0.86% N/A N/A

Cash 0.28% 0.24% 0.04%
BENCHMARK INFORMATION: 

•Bonds = Lehman Bros. Aggregate Index 

•Stocks = S&P 500 (Cap Weighted) 

•International Stocks = MSCI EAFE Index (Net Dividends) 

•Alternative = None 

•Cash = M.L. 91 Day Treasury Bill 

•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Summary of Monthly Performance Attribution:
•BWC Total SIF out performed its’ Custom Benchmark by 0.74% for the period
•Performance Relative to Benchmark Performance:

(+) BWC’s Bond Portfolio outperformed its’ benchmark for the period
(+) BWC’s Stock Portfolio outperformed its’ benchmark for the period
(+) BWC’s International Stock Portfolio outperformed its’ benchmark for the period
(+) BWC’s Cash Portfolio outperformed its’ benchmark for the period

•Performance Impacts of Asset Allocation weighting verses target:
(+) BWC Bond Portfolio’s underweight to underperforming bonds was positive for the period.
(+) BWC International Stock overweight to outperforming international stocks was positive

for the period.



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Fixed Income Allocation & Returns
July, 2005

5.55%

2 1.6 7%

72 .78 %

C ore Int ermed iat e M ort gage

Various US Benchmark Returns



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
July, 2005

3 .2 0 %

7.72 %

14 .14 %

2 9 .6 1%

3 9 .72 %

5.6 2 %

Lg Gr owt h Lg Va l ue M i d Gr owt h M i d Va l ue S m Gr owt h S m Va l ue

Various US Benchmark Returns



Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
July, 2005

2 8 .4 0 %

53 .4 1%

18 .19 %

Gr owt h Va l ue C or e



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Alternative Asset Allocation
July, 2005

6 .8 1%

18 .70 %

4 2 .2 0 %

16 .76 %

8 .16 %

7.3 7%

H edge B uy-Out C o in
F und o f  F unds M ezzanine Venture C apita l



OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
August, 2005
Executive Summary

Domestic Equity Overview:
The U.S. equity market fell slightly in August as investors feared that escalating energy prices 
would constrain consumer spending and hurt overall economic growth in late 2005. The S&P 500 
index returned -0.9% in August, reducing its total return for the year to date to +1.9%. In early 
August, the U.S. equity market moved higher on news of robust economic growth. The S&P 500 
hit new four year highs on signs of continued expansion in the manufacturing sector, as the 
national ISM survey rose to 56.6 from 53.8 in the most recent month. Equities were also supported 
in August by news of strong job growth. Companies added +207,000 jobs to payrolls in the most 
recent month, bringing the three-month average job gain to nearly +170,000.

Domestic Fixed Income Overview:
Recent employment statistics have been pointing to steadily improving labor market conditions.  
Nonfarm payrolls increased by 207,000 in July, bringing the four-month average of the series to a 
thoroughly respectable 198,000.  Initial unemployment claims have also drifted lower to the 
315,000 area.  Meanwhile, evidence regarding activity in the manufacturing sector was somewhat 
mixed in August.  Strength in the Empire State and Philly Fed surveys was succeeded by a 
shockingly big decline in the Chicago PMI to 49.2 from 63.5 in July.  Core CPI was up a modest 
0.10%, bringing the year-on-year increase of the series to 2.1% and confirming that inflation 
pressures remain well contained.  
Crude oil prices have continued to push relentlessly toward new highs, crossing briefly the $70 per 
barrel mark in the wake of Hurricane Katrina and its anticipated adverse effect on refineries 
operations in the near future.
The Treasury yield curve flattened during the month, as the spread between two- and five-year 
Treasury notes ended August at 5 bps, down from 10 bps at the end of July.  The yield on the five-
year Treasury note declined by 26 bps to end at 3.86%.

EAFE Equity Overview:
A positive month for Equities in August saw Japan take the unfamiliar position at the top of the 
performance table, as the upcoming election and the promise of long awaited reform caught 
investors’ attention. The United Kingdom posted positive returns, helped by oil, shaking off what 
has been a difficult summer politically and economically. Asia Pacific had a more modest month, 
although generally speaking economic news was positive. Consumer spending has picked up in 
Korea, and economic activity has accelerated in Hong Kong, Singapore, and India. The concerns 
of a Chinese slowdown seem overdone as the country continues to grow apace, albeit at a more 
modest rate than previously seen. 
Within the sectors, it was unsurprising to see Energy once again lead the performers amidst further 
rises in hydrocarbon prices. Whilst this casts a shadow over the consumer around the globe, the 
sustained tightness in the market has pushed oil and gas prices to record levels. The terrible 
aftermath of Hurricane Katrina has further reinforced the precipitous nature of global supply at 
present times, particularly within the gasoline market. 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
August, 2005

Portfolio Balances

4 6 . 7 7 %

3 0 . 7 3 %

14 . 2 7 %

4 . 17 %4 . 0 6 %

Bond S t oc k I nt ' l  S t oc k Al t e r na t i v e Ca sh

Portfolio Market Value
Percent of 

Total Assets

Bond Total $6,963,831,553 46.77%

Stock Total $4,575,908,168 30.73%

International Stock Total $2,125,494,008 14.27%

Alternative Asset Total $605,286,774 4.06%

Cash Reserve Total $621,423,199 4.17%

GRAND TOTAL $14,891,943,702



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending August 31, 2005

BWC Investment Monthly
Returns Monthly Benchmark 

(Net of Fees) Returns Variance

Total BWC SIF Investments 0.53% 0.75% -0.22%

Bonds 0.81% 1.28% -0.47%

Stocks -0.76% -0.91% 0.15%

International Stocks 3.02% 2.53% 0.49%

Alternative -0.75% N/A N/A

Cash 0.29% 0.29% 0.00%
BENCHMARK INFORMATION: 

•Bonds = Lehman Bros. Aggregate Index 

•Stocks = S&P 500 (Cap Weighted) 

•International Stocks = MSCI EAFE Index (Net Dividends) 

•Alternative = None 

•Cash = M.L. 91 Day Treasury Bill 

•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened total Performance for the period by 0.03%



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending August 31, 2005

BWC Investment Monthly
Returns Monthly Benchmark 
(Gross of Fees) Returns Variance

Total BWC SIF Investments 0.56% 0.75% -0.19%

Bonds 0.83% 1.28% -0.45%

Stocks -0.71% -0.91% 0.20%

International Stocks 3.03% 2.53% 0.50%

Alternative -0.75% N/A N/A

Cash 0.29% 0.29% 0.00%
BENCHMARK INFORMATION: 

•Bonds = Lehman Bros. Aggregate Index 

•Stocks = S&P 500 (Cap Weighted) 

•International Stocks = MSCI EAFE Index (Net Dividends) 

•Alternative = None 

•Cash = M.L. 91 Day Treasury Bill 

•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Summary of Monthly Performance Attribution:
•BWC’s Total SIF underperformed its’ Custom Benchmark by 0.19% for the period
•Performance Relative to Benchmark Performance

(- ) BWC’s Bond Portfolio underperformed its’ Benchmark for the period.
(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period.
(+) BWC’s International Stock Portfolio outperformed its’ Benchmark for the period.

•Performance Impacts of Asset Allocation weighting versus target:
(+) BWC’s underweight to underperforming Bonds was positive to total performance
(-)  BWC’s modest overweight to Stocks was negative to relative total performance
(+) BWC’s overweight to International Stock was positive to total performance 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Fixed Income Allocation & Returns
August, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
August, 2005

5.62%

39.77%

29.65%

14.06%

7.69%

3.21%

Lg Gr owt h Lg Va l ue M i d Gr owt h M i d Va l ue S m Gr owt h S m Va l ue

Various US Benchmark Returns



Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
August, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

Alternative Asset Allocation
August, 2005
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OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
September, 2005
Executive Summary

Domestic Equity Overview:
The hurricane disaster held down equity gains late in the quarter as it put upward pressure on 
energy prices and added to fears about accelerating inflation. This concern was exacerbated in 
September as it was reported that the consumer price index (CPI) rose +3.6% over the previous 
year, the fastest rate in over four years.  The S&P returned 0.84% in the month of September.  
Overall in the third quarter, U.S. large-cap stocks gained modestly, boosted by strong returns in 
July. Although the U.S. economy is strong at present, investors were concerned that high energy 
prices and further Fed tightening would restrain future growth.

Domestic Fixed Income Overview:
The economy entered the quarter with considerable forward momentum, but economic activity 
cooled in September in the wake of Hurricane Katrina. Following the devastating effects of 
Hurricane Katrina on the gulf coast region and the ensuing spike in gasoline prices in early 
September, consumer confidence plunged and personal spending experienced a considerable 
pullback.  Given the high sensitivity of manufacturing to energy costs, sector activity slowed 
appreciably in September with several regional surveys (Empire State and Philly Fed) turning out 
weak readings.  Consistent and anecdotal evidence suggest a concerted attempt in some industries 
to push through aggressive price increases for their products, raising the distinct risk of 
intensifying inflationary pressures. The Treasury yield curve flattened during the quarter, as the 
spread between two- and ten-year Treasury notes ended September at 15 basis points (bps), down 
from 28 bps at the end of June.  The two-year note showed the greatest change in yield, rising 53 
bps to end at 4.17%.

EAFE Equity Overview:
International equity markets rose strongly during the month (4.5% in US$), despite increasing 
signs that global economic growth is reverting to trend and that the global profits cycle is also 
starting to slow. That said after a period of synchronized global economic growth, we are starting 
to observe a divergence in regional market performance, reflective of expectations for differing 
economic growth rates going forward. This month, the performance of the Japanese equity market 
was notable, up 10.4% in dollar terms, as Prime Minister Koizumi secured a mandate for reform in 
the September elections, while US equities lagged, weighed down by the threat of higher oil prices 
and lower levels of consumer activity in the aftermath of Hurricane Katrina. Globally, concerns 
about inflation have resurfaced, which has helped drive gold prices to record levels. Yields on ten-
year US Treasuries have jumped from 4.0% to 4.38% over the month, while the dollar index has 
remained broadly flat. Also noteworthy this quarter has been the performance of Gold (up over 
8%), reflective perhaps of increasing concerns about an increase in inflationary pressures within 
the worldwide economy. 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
September, 2005

Portfolio Balances

4 6 . 2 2 %

3 0 . 8 8 %

14 . 8 3 %

5 . 2 9 %
2 . 7 8 %

Bond S t oc k I nt ' l  S t oc k Al t e r na t i v e Ca sh

Portfolio Market Value
Percent of 

Total Assets

Bond Total $6,917,450,607 46.22%

Stock Total $4,620,058,465 30.88%

International Stock Total $2,218,683,807 14.83%

Alternative Asset Total $415,438,066 2.78%

Cash Reserve Total $791,073,741 5.29%

GRAND TOTAL $14,962,704,686



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending September 30, 2005

Total BWC SIF 
Investments 0.62% 0.15% 0.47% 2.83% 1.83% 1.00%

Bonds -0.67% -1.03% 0.36% -0.35% -0.67% 0.32%

Stocks 0.94% 0.81% 0.13% 4.37% 3.61% 0.76%

International 
Stocks 4.17% 4.45% -0.28% 11.05% 10.38% 0.67%

Alternative 0.99% N/A N/A 1.09% N/A N/A

Cash 0.29% 0.30% -0.01% 0.86% 0.83% 0.03%

BENCHMARK INFORMATION: 

•Bonds = Lehman Bros. Aggregate Index 

•Stocks = S&P 500 (Cap Weighted) 

•International Stocks = MSCI EAFE Index (Net Dividends) 

•Alternative = None 

•Cash = M.L. 91 Day Treasury Bill 

•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing 
(Net of Fees)

BWC 
Investment 

Returns 
Monthly      

(Net of Fees)

Benchmark 
Returns 3 

Month 
Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened Total Performance for the period by 0.01%



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending September 30, 2005

BWC 
Investment 

Returns
Monthly
(Gross of 

Fees)

Benchmark 
Returns
Monthly Variance

0.15% 0.48%

0.36%

0.15%

-0.24%

N/A

-0.01%

-1.03%

0.81%

4.45%

N/A

0.30%

0.63%

-0.67%

0.96%

4.21%

0.99%

0.29%

Total BWC SIF 
Investments

Bonds

Stocks

International 
Stocks

Alternative

Cash

BENCHMARK INFORMATION:
•Bonds = Lehman Bros. Aggregate Index
•Stocks = S&P 500 (Cap Weighted)

•International Stocks = MSCI EAFE Index (Net Dividends)
•Alternative = None
•Cash = M.L. 91 Day Treasury Bill
•TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill

BWC Investment 
Returns

3 Month Trailing
(Gross of Fees)

Benchmark 
Returns
3 Month 
Trailing

2.87% 1.83%

-0.67%

3.61%

10.38%

N/A

0.83%

-0.33%

4.44%

11.10%

1.09%

0.86%

Variance

1.04%

0.34%

0.83%

0.72%

N/A

0.03%

Summary of Monthly Performance Attribution:
•BWC’s Total SIF out performed its’ Custom Benchmark by 0.48% for the period.
•Performance Relative to Benchmark Performance:

(+) BWC’s Bond Portfolio outperformed its’ Benchmark for the period
(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period
(-)  BWC’s International Stock Portfolio underperformed its’ Benchmark for the period

•Performance Impacts of Asset Allocation weighting versus target:
(+) BWC’s underweight in underperforming Bonds was positive to total performance.
(+) BWC’s modest overweight to outperforming Stocks was positive to total performance.
(+) BWC’s overweight to outperforming International Stocks was positive to total 
performance.
(- ) BWC’s overweight in Cash was negative to total performance.
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State Insurance Fund

Fixed Income Allocation & Returns
September, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
September, 2005

Various US Benchmark Returns
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
September, 2005
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OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
November, 2005
Executive Summary

Domestic Equity Overview:
The U.S. equity market rallied in November as investors sensed that the Federal Reserve would be 
able to contain inflationary pressures without driving the economy into a severe slowdown. The 
S&P 500 index returned +3.8% in November, lifting its total return for the year to date to
+4.9%. U.S. equities gained in November as economic developments and statements from Fed 
officials implied that the FOMC may be approaching the end of its tightening cycle. Although the 
Fed raised its funds target rate +25bps to 4.00% on November 1, the minutes from the meeting 
(released later in the month) indicated that going forward “policy setting would need to be 
increasingly sensitive to incoming economic data.” Equities also benefited from economic data 
that was generally supportive of a change in tone from the Fed, as core inflation figures came in at 
or below expectations. In November it was announced that Core CPI gained +0.2% in the most 
recent month (and only +2.1% over the prior year) and that Core PPI fell -0.3% on the month.

Domestic Fixed Income Overview:
The balance of economic reports suggests that the economy continues to demonstrate considerable 
resilience in the fourth quarter.  Although the labor market data remain tainted by the post-
Hurricane effects as the meager 56,000 increase in October nonfarm payrolls attests, the overall 
trend in initial jobless claims appears to be returning to pre-Hurricane Katrina levels. At the 
minimum, there is no tangible evidence reflecting any ominous developments on the labor market 
front.  Evidence continues to mount showing a moderate cooling of the housing market. Although 
new home sales for October surged unexpectedly to a new record of 1.424 million, most other 
reports validate the premise of a housing market that has already reached its peak. Existing home 
sales were down by 2.7% in October, while weekly mortgage applications for home purchases 
remain volatile at levels noticeably below their peak earlier in the year.  On balance the pass-
through effect from higher energy prices has been quite tame thus far. Core CPI was up 0.2% in 
October, edging the year-on-year increase higher to 2.1%. Although the underlying trend could 
drift moderately higher in the next few months, we expect that measure of inflation to remain 
contained within a 2.25%-2.50% range. The U.S. Treasury yield curve flattened during the month, 
as the spread between two- and ten-year Treasury notes ended at 8 basis points (bps), down from 
18 bps at the end of October. 

EAFE Equity Overview:
International equities enjoyed a strong rally during the month, particularly within Japan, which 
outperformed other markets. This performance was particularly notable amongst the export led-
tech stocks. The laggard of the major markets –in dollar and local terms- was the UK. 
Emerging equity markets and global smaller companies outperformed the major markets, 
reflecting strong investor risk appetite. Equities were helped by a reduction in interest rate 
expectations in the Euro zone and in the US, where minutes from the Fed suggested that policy 
tightening may be nearer its peak than previously thought.  A continuing improvement in domestic 
demand growth in Japan and the Euro zone also helped those markets. Unsurprisingly in this 
environment cyclical stocks outperformed, with resource stocks benefiting from multi-year highs 
for several base metals and gold. As interest rates continued to rise in the United States, the dollar 
staged a substantial rally against most major currencies. 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
November, 2005

Portfolio Balances

4 8 . 7 9 %

3 1. 7 9 %

14 . 9 4 %
1. 6 7 %2 . 8 1%

Bond S t oc k I nt ' l  S t oc k Al t e r na t i v e Ca sh

Portfolio Market Value
Percent of 

Total Assets

Bond Total $7,203,324,423 48.79%

Stock Total $4,694,164,556 31.79%

International Stock Total $2,206,509,201 14.94%

Alternative Asset Total $415,521,836 2.81%

Cash Reserve Total $246,425,028 1.67%

GRAND TOTAL $14,765,945,044



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending November 30, 2005

Total BWC SIF 
Investments

1.95% 1.63% 0.32% 1.34% 0.50% 0.84%

Bonds 0.43% 0.44% -0.01% -0.91% -1.38% 0.47%

Stocks 4.26% 3.78% 0.48% 2.43% 2.88% -0.45%

International 
Stocks

2.76% 2.45% 0.31% 3.69% 3.88% -0.19%

Alternative 0.90% N/A N/A 2.61% N/A N/A

Cash 0.32% 0.33% -0.01% 0.93% 0.89% 0.04%

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Net of Fees)

BWC 
Investment 

Returns 
Monthly       

(Net of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened Total Performance for the period by 0.02%



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending November 30, 2005

Total BWC SIF 
Investments

1.97% 1.63% 0.34% 1.39% 0.50% 0.89%

Bonds 0.44% 0.44% 0.00% -0.89% -1.38% 0.49%

Stocks 4.29% 3.78% 0.51% 2.51% 2.88% -0.37%

International 
Stocks

2.81% 2.45% 0.36% 3.80% 3.88% -0.08%

Alternative 0.90% N/A N/A 2.61% N/A N/A

Cash 0.32% 0.33% -0.01% 0.93% 0.89% 0.04%

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Gross of Fees)

BWC 
Investment 

Returns 
Monthly       

(Gross of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Monthly Performance Attribution:
•BWC’s Total SIF out performed its’ Custom Benchmark by 0.34% for the period.
•Performance Relative to Benchmark Performance:

(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period
(+) BWC’s International Stock Portfolio outperformed its’ Benchmark for the period

Performance Impacts of Asset Allocation weighting versus target:
(+) BWC’s underweight in underperforming Bonds was positive to total performance.
(+) BWC’s modest overweight to outperforming Stocks was positive to total performance.
(+) BWC’s overweight to outperforming International Stocks was positive to total 
performance.
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November, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
November, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
November, 2005
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OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
December, 2005
Executive Summary

Domestic Equity Overview:
The S&P returned 0.03% for the month and the 4.9% for 2005.  In December it was reported that 
core CPI had risen only +2.1% over the prior year and that headline CPI had actually fallen -0.6% 
during the most recent month.  Overall in the fourth quarter, U.S. large-cap stocks gained 
modestly, pulling returns decisively into positive territory for the full year. Investors were 
encouraged by evidence late in the year of a robust, non-inflationary expansion. If investors had 
known what the Federal Open Market Committee (FOMC) was thinking about the economy in 
December, the market may have ended 2005 on a much more positive note, but the minutes of the 
Fed’s December 13 meeting were not released until 2 PM on Tuesday, January 3, 2006.

Domestic Fixed Income Overview:
Despite multiple signs of cooling in the housing market, the economy continued to display 
resilience in the fourth quarter. The labor market gained momentum towards the end of the period 
as hurricane-related effects dwindled. Jobless claims steadily declined while the unemployment 
rate edged down to 5.0%. Driven by sharp declines in gasoline prices, both the Conference Board 
and the University of Michigan consumer confidence gauges rebounded substantially and rose 
back to pre-Katrina levels. The combination of falling energy costs and regained confidence led to 
a November rebound in auto-sales and an increase, although modest, in consumer spending. Third 
quarter GDP growth, which had been originally reported as 3.8% annualized, was revised to 4.1%, 
representing the fastest growth rate since Q1 2004.
Core CPI increased by 0.2% month-over-month at the start of the quarter, which led to an 
acceleration of 2.1% year-on-year, and held steady through November. The FOMC raised the fed 
funds rate for the thirteenth consecutive time to 4.25% at the December 13 meeting with the 
committee dropping “accommodative” as the description for its policy and reiterating that some 
additional “measured” firming may be necessary.
The Treasury yield curve flattened during the quarter, as the spread between two- and ten-year 
Treasury notes ended December at -1 basis point (bp), down from 15 bps at the end of September.  
The two-year note showed the greatest change in yield, rising 23 bps to end at 4.4%.

EAFE Equity Overview:
Global stock markets continued to rally in December, with higher risk smaller companies and 
emerging markets again outperforming blue chips in developed markets. Japan was easily the best 
performing of the major markets in local terms, benefiting from economic data that confirmed 
existing evidence of demand growth. A bout of yen strength enhanced returns for dollar-based 
investors. European stock markets also performed well, as Euro zone economic data strengthened 
and M&A activity continued to benefit from the combination of cash-rich balance sheets and the 
availability of cheap borrowing. The US underperformed, with US investors continuing to prefer 
overseas markets. Standard & Poor’s cut its credit rating for GM by two notches, and warned of 
possible bankruptcy. 
Economic data was generally good, with strong third quarter productivity and November 
employment growth. The US Fed and the ECB both raised rates by 25bps, as expected. 



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
December, 2005

Portfolio Balances

4 9 . 3 0 %

3 1. 8 8 %

15 . 6 8 %
0 . 2 2 %2 . 9 2 %

Bond S t oc k I nt ' l  S t oc k Al t e r na t i v e Ca sh

Portfolio Market Value
Percent of 

Total Assets

Bond Total $7,282,668,479 49.30%

Stock Total $4,709,224,263 31.88%

International Stock Total $2,315,756,189 15.68%

Alternative Asset Total $431,949,986 2.92%

Cash Reserve Total $33,249,659 0.22%

GRAND TOTAL $14,772,848,576



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending December 31, 2005

Total BWC SIF 
Investments

1.26% 1.07% 0.19% 1.99% 1.42% 0.57%

Bonds 0.86% 0.95% -0.09% 0.62% 0.59% 0.03%

Stocks 0.27% 0.03% 0.24% 1.75% 2.09% -0.34%

International 
Stocks

4.89% 4.65% 0.24% 4.41% 4.08% 0.33%

Alternative 0.97% N/A N/A 2.69% N/A N/A

Cash 0.38% 0.32% 0.06% 1.02% 0.92% 0.10%

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Net of Fees)

BWC 
Investment 

Returns 
Monthly       

(Net of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened Total Performance for the period by 0.03%



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending December 31, 2005

Total BWC SIF 
Investments

1.29% 1.07% 0.22% 2.06% 1.42% 0.64%

Bonds 0.88% 0.95% -0.07% 0.66% 0.59% 0.07%

Stocks 0.31% 0.03% 0.28% 1.85% 2.09% -0.24%

International 
Stocks

4.95% 4.65% 0.30% 4.54% 4.08% 0.46%

Alternative 0.97% N/A N/A 2.69% N/A N/A

Cash 0.38% 0.32% 0.06% 1.02% 0.92% 0.10%

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Gross of Fees)

BWC 
Investment 

Returns 
Monthly       

(Gross of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Monthly Performance Attribution:
•BWC’s Total SIF out performed its’ Custom Benchmark by 0.22% for the period.
•Performance Relative to Benchmark Performance:

(- ) BWC’s Bond Portfolio underperformed its’ Benchmark for the period.
(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period
(+) BWC’s International Stock Portfolio outperformed its’ Benchmark for the period

Performance Impacts of Asset Allocation weighting versus target:
(+) BWC’s underweight in underperforming Bonds was positive to total performance.
(- ) BWC’s modest overweight to underperforming Stocks was negative to total 
performance.
(+) BWC’s overweight to outperforming International Stocks was positive to total 
performance.



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Fixed Income Allocation & Returns
December, 2005
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
December, 2005

Various US Benchmark Returns
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Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
December, 2005
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H edge B uy-Out C o in
F und o f  F unds M ezzanine Venture C apita l



OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund
January, 2006
Executive Summary

Domestic Equity Overview:
The U.S. equity market gained solidly in January, despite a brief mid-month correction, on news of 
solid economic growth and tame inflation. The S&P 500 Index returned +2.6% in January. U.S. 
equities gained in January, rebounding from a sell-off in late December, as investors realized that 
the Federal Reserve was making progress in its attempt to engineer a soft landing in the economy. 
Investors were encouraged by news of benign core inflation during the month, as it was reported
that core producer and consumer prices had risen only +1.7% and +2.2% respectively over the past 
year.  Overall, U.S. large-cap stocks gained solidly in January, adding to gains accrued in late 
2005. Investors were encouraged by further evidence of a robust, non-inflationary expansion.

Domestic Fixed Income Overview:
Although U.S. GDP growth slowed to a 1.1% annualized rate in the fourth quarter, the economy 
displayed considerable resilience at the start of the new year, setting the stage for a solid rebound 
in the first quarter. The labor market improved significantly with initial jobless claims drifting 
below 300,000 in the first half of January and the unemployment rate easing down to 4.9%. 
Although non-farm payrolls increased by a seemingly modest 108,000 in December, payrolls for 
the previous two months were revised upward by a net 71,000. Tight labor market conditions 
translated into a continued improvement in both the University of Michigan and Conference Board 
consumer confidence gauges, pushing the latter to its highest level in more than three years. The 
manufacturing sector remained relatively strong in December with the ISM falling slightly to 55.6 
and the Chicago PMI slipping to 58.5 in January (numbers above 50 signal growth).  Despite 
mixed reports on the housing market, there are unmistakable signs of further cooling with existing 
home sales falling 5.7% to 6.6 million in December. This drop marked the series’ third 
consecutive decline. Although some of the decline may have been weather-related, housing starts 
dropped dramatically in December by 8.9% as construction spending slowed further. Inflation 
remained well-contained in January despite rising gas prices. Core CPI advanced by 0.2%, pushing 
the year-on-year increase higher to 2.2%. The fed funds target was hiked another 25 bps for the 
fourteenth consecutive time to 4.50%. The U.S. Treasury yield curve was virtually unchanged 
during the month, as the spread between two- and five-year Treasury notes ended at -6 basis points 
(bps), down from -5 bps at the end of December. 

EAFE Equity Overview:
International Markets have started the New Year with the same enthusiasm as they ended the last, 
with many indices making new highs during the month of January. Support came from strong 
economic data in the Euro zone and Asia, and stronger than expected fourth quarter earnings 
everywhere. 
Europe was particularly strong during the month, thanks to a fresh flurry of M&A activity and 
buoyant economic data. The German IFO business confidence survey reached its highest level 
since May 2000. Japan had another strong month in dollar terms, marginally behind Europe and 
Pacific over the period, as core inflation continued its rise, and economic signals maintained their 
positive trend. This was despite the market worries during a mid-month correction triggered by an 
account scandal at software company Livedoor.



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Portfolio Market Value & Asset Allocation
January, 2006

Portfolio Balances

2 . 0 7 %

8 . 4 2 %

19 . 3 2 %
8 . 5 6 %

5 . 3 5 %

3 . 9 2 %

4 8 . 7 4 %

0 . 7 0 %
2 . 9 2 %

B o n d  S t o c k I n t ' l  S t o c k A l t e r n a t i v e

C a s h T r  # 1 T R #  2 T R  # 3

T r  # 4  E A F E T r  # 4  ( S&P  5 0 0 )

Portfolio Market Value
Percent of 

Total Assets

Bond Total $7,293,278,361 48.74%

Stock Total $667,309 0.00%

International Stock Total $309,830,788 2.07%

Alternative Asset Total $437,551,888 2.92%

Cash Reserve Total $105,322,105 0.70%

Tranche #1 (Transition 
Management)(1)

$1,259,608,334 8.42%

Tranche #2 (Transition 
Management)(2)

$2,892,140,132 19.32%

Tranche #3 (Transition 
Management)(3)

$1,280,481,156 8.56%

Tranche 4 - State Street 
Global Adv (Transition 
Management)(4)

$800,729,264 5.35%

Tranche 4 - SSGA S&P 
500 CTF (Transition 
Management)(4)

$587,092,079 3.92%

GRAND TOTAL $14,966,701,417

(1) This Portfolio was 100% Fixed income; (2) This Portfolio was 99.8% Fixed Income; (3) This Portfolio was 81.6% Fixed Income
(4) These Portfolios were 97.8% Fixed Income 



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending January 31, 2006

Total BWC SIF 
Investments

3.77% 1.46% 2.31% 7.13% 4.25% 2.88%

Bonds 0.29% 0.01% 0.28% 1.58% 1.40% 0.18%

Stocks 13.93% 2.65% 11.28% 19.10% 6.57% 12.53%

International Stocks 4.69% 6.14% -1.45% 12.84% 13.80% -0.96%

Alternative 1.04% N/A N/A 2.94% N/A N/A

Cash 0.43% 0.31% 0.12% 1.13% 0.97% 0.16%

Tranche #1 - TM 2.91% N/A N/A N/A N/A N/A

Tranche #2 - TM 2.73% N/A N/A N/A N/A N/A

Tranche #3 - TM -4.47% N/A N/A N/A N/A N/A

Tranche #4 - Ssga MSCI 
EAFE - TM

6.07% N/A N/A N/A N/A N/A

Tranche #4 - SSGA S&P 
500 - TM

2.87% N/A N/A N/A N/A N/A

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Net of Fees)

BWC 
Investment 

Returns 
Monthly      

(Net of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Investment Manager Fee Impact:
•Investment Manager fees dampened Total Performance for the period by 0.01%



Ohio Bureau of Workers’ Compensation
State Insurance Fund
Performance Measures

For the Month Ending January 31, 2006

Total BWC SIF 
Investments

3.78% 1.46% 2.32% 7.19% 4.25% 2.94%

Bonds 0.29% 0.01% 0.28% 1.62% 1.40% 0.22%

Stocks 13.96% 2.65% 11.31% 19.22% 6.57% 12.65%

International Stocks 4.69% 6.14% -1.45% 12.96% 13.80% -0.84%

Alternative 1.04% N/A N/A 2.94% N/A N/A

Cash 0.43% 0.31% 0.12% 1.13% 0.97% 0.16%

Tranche #1 - TM 2.91% N/A N/A N/A N/A N/A

Tranche #2 - TM 2.73% N/A N/A N/A N/A N/A

Tranche #3 - TM -4.74% N/A N/A N/A N/A N/A

Tranche #4 - Ssga MSCI 
EAFE - TM

6.07% N/A N/A N/A N/A N/A

Tranche #4 - SSGA S&P 
500 - TM

2.87% N/A N/A N/A N/A N/A

 BENCHMARK INFORMATION: 
 •Bonds = Lehman Bros. Aggregate Index 
 •Stocks = S&P 500 (Cap Weighted) 
 •International Stocks = MSCI EAFE Index (Net Dividends) 
 •Alternative = None 
 •Cash = M.L. 91 Day Treasury Bill 
 •TOTAL SIF CUSTOM BENCHMARK - 57% LB Aggregate, 29% S&P 500,  11% MSCI EAFE & 3% M.L. 91 Day Treasury Bill 

Variance

BWC 
Investment 
Returns 3 

Month Trailing  
(Gross of Fees)

BWC 
Investment 

Returns 
Monthly       

(Gross of Fees)

Benchmark 
Returns 3 

Month Trailing

Benchmark 
Returns 
Monthly Variance

Summary of Monthly Performance Attribution:
•BWC’s Total SIF out performed its’ Custom Benchmark by 2.32% for the period.
•Performance Relative to Benchmark Performance:

(+) BWC’s Bond Portfolio outperformed its’ Benchmark for the period.
(+) BWC’s Stock Portfolio outperformed its’ Benchmark for the period
(- ) BWC’s International Stock Portfolio underperformed its’ Benchmark for the period

Performance Impacts of Asset Allocation weighting versus target:
For the period in question, mid-month asset transitions from equities to fixed income 
distorts the analysis in regard to asset weighting.



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Fixed Income Allocation* & Returns
January, 2006

Various US Benchmark Returns

5.2 3 %

2 1.3 4 %

73 .4 3 %

C o re Int ermed iat e M o rt g ag e

Various US Benchmark Returns

*Style classification does not consider fixed income assets contained in various Transition Management Accounts



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Domestic Equity Allocation & Returns
January, 2006

Various US Benchmark Returns

1.0 5%

3 .19 %
9 .8 3 %

6 .4 7%

78 .50 %

0 .9 6 %

Lg Gr owt h Lg Va l ue M i d Gr owt h M i d Va l ue S m Gr owt h S m Va l ue

Various US Benchmark Returns



Ohio Bureau of Workers’ Compensation
State Insurance Fund

International Equity Allocation & Returns
January, 2006

9 8 .70 %

1.0 8 %

0 .2 2 %

Gr owt h Va l ue Cor e



Ohio Bureau of Workers’ Compensation
State Insurance Fund

Alternative Asset Allocation
January, 2006

11.4 3 %

3 4 .8 9 %

3 1.2 5%

10 .3 8 %

12 .0 5%

H edge B uy-Out C o in
F und o f  F unds M ezzanine Venture C apital



Management Review Team
ACTION REPORT

Ohio Bureau of 
Workers’ Compensation



Ohio Bureau of Workers’ Compensation
Governor Appointed MRT

TIMETABLE

1. MRT Assessment Time Period June, 2005–October, 2005
2. MRT Final Report Presented to WCOC  September 22, 2005
3. MRT Final Written Action Report 10/31/05 November 7, 2005
4. BWC executes recommendations June 2005 - present
5. BWC Administrator to issue Final Response

Report to WCOC and Governor Anticipated June, 2006

Team Members:

Tom Hayes : Team Leader

Laurie Fiori Hacking

James Nichols



Management Review Team Recommendations

INVESTMENT COMMITTEE

MRT 15b BWC should amend its Investment Policy to include clean delineation of    3/30/06         
investment rules and responsibilities of key parties

MRT 15c WCOC should review and amend their investment policy after the review of the 3/30/06;6/30/06
prior / current consultants asset liability study

MRT 22b Create an independent Investment Board (HB376 and SB 282) TBD

MRT 24 BWC to hire additional investment experts 5/30/06
MRT 25 BWC to meet with Treasurer of State to determine the protocol for custodial bank TBD

selection
MRT 26 Modify the BWC Investment Policy to require WCOC review and approval of all 3/30/06

investment funds
MRT 34 WCOC Investment Committee to review and implement private equity reporting 3/30/06

requirements
MRT 35 WCOC, WCOC Investment Committee, and BWC Investment Division will update         3/30/06    

Investment Policy to include verification of manager qualifications
MRT 36 WCOC and WCOC Investment Committee will incorporate private equity 3/30/06

recommendations into the new Investment Policy
MRT 37 WCOC will update all policies in Investment Policy to include fiduciary training 3/30/06
MRT 38 WCOC & BWC Administration will require periodic fiduciary performance audits 12/31/06
MRT 39 WCOC will conduct joint briefings with BWC Actuary Department, BWC Actuary 6/30/06     

Consultant, BWC Administration / WCOC Investment Division and WCOC 
Investment Consultant to review liabilities and adequacy of the financial reserves



Management Review Team Recommendations

AUDIT COMMITTEE

MRT 7e Audit practices should reflect basic SARBANES OXLEY requirements 6/30/06

MRT 8 WCOC establishes procedures with external auditor (Assigned by Auditor of 6/30/06

State) for Investment Division audits in compliance with industry standard best  

practice procedures

MRT 40 WCOC to require direct Auditor of State Investment related audit reports 6/30/06



Management Review Team Recommendations

WORKERS’ COMPENSATION OVERSIGHT COMMITTEE

MRT 32c WCOC to set up a committee structure to include an Actuary Committee TBD

MRT 39 WCOC will form an Actuary Committee to report regularly to the  TBD

Investment Committee



Investment Division
Staffing Activity from 3/1/06 - 3/31/06

Employee Activity Summary
Full-time employees Total EE Count Positions Anticipate Total EE 
Employees (as of 3/10/06) 5 3/10/06 or Actively Filling Projected Count Difference
Employees acquired by Division (promotion from other 
division, new hire) 0 5 9 14 180.0%
Number of vacancies filled by employees within 
Division (promotion, lateral transfer) 0
Employees departing the division & remaining with 
BWC 0
Employees departing BWC (transfer to other agency, 
resignation) 0
Total Full-time employees (as of 3/10/06) 5

Employees as of 3/10/06 0
Acquired by Division (employee changed to part-time 
status, hired intern) 0
Departed Division (promoted to full-time position, 
internship completed) 0

Total Other Employee staffing 0

Total Employee Headcount 5
*Does not include consultants, temps or others not on BWC payroll

Vacant Position Activity 
Positions actively filling (posted) 6
Positions anticipate filling (to be posted/filled) 3
Positions not pursuing filling/remain vacant 0
Total Vacant Positions 9

Assistant Director and Investment Officer positions are no longer needed and will be deleted once position vacated

*Other Employees on BWC payroll (part-time, intern, 
intermittent) 



Investment Division
SIF - FY06

Total Management Fees 

Index
0%

Private Equity 
Mgmt
19%

Operationa
l Expenses

5%

Transition
20%

Public Mgmt
56%

Public Mgmt

Private Equity Mgmt

Index

Operational Expenses

Transition



Ohio Bureau of Workers’ Compensation
Investment Committee

Transition Update
March 30, 2006



2

Transition Overview – As of 3/20/2006

Tranche Description # of 
Accounts

Approx. 
Assets

9/30/2005

Manager
Termination 

Date

19 12/28/05

12/30/05

12/28/05

S&P–1/18/06
EAFE–1/18/06

01/31/06

2/13/06

25

6

2

19

4

% Completed Transition 
Commencement 

Date *

Est. 
Comp 
Date

Tranche 1 Domestic Equity $1.2 B 100% 1/10/06 2/14/06

Tranche 2 Domestic Equity $2.7 B 100% 1/12/06 2/14/06

Tranche 3 Intl. Equity $1.5 B 100% 1/18/06 2/23/06

Tranche 4 Commingled Index 
Funds (S&P and 
EAFE)

$1.1 B 100% 1/26/06
1/27/06

3/15/06

Tranche 5 Fixed Income $6.9 B 98% 2/10/06 4/07/06

Tranche 6 Fixed Income 
(Ancillary accounts)

$1.3 B 100% 2/21/06 3/24/06

* Based on date SSGA begins trading transition management account for each tranche



3

Transition Overview – As of 2/28/2006

Tranche Description # of 
Accounts

Approx. 
Assets

9/30/2005

Manager
Termination 

Date

19 12/28/05

12/30/05

12/28/05

S&P–1/18/06
EAFE–1/18/06

01/31/06

2/13/06

25

6

2

19

4

% Completed Transition 
Commencement 

Date *

Est. 
Comp 
Date

Tranche 1 Domestic Equity $1.2 B 100%** 1/10/06 2/14/06

Tranche 2 Domestic Equity $2.7 B 100%** 1/12/06 2/14/06

Tranche 3 Intl. Equity $1.5 B 100% 1/18/06 2/23/06

Tranche 4 Commingled Index 
Funds (S&P and 
EAFE)

$1.1 B 100% 1/26/06
1/27/06

3/15/06

Tranche 5 Fixed Income $6.9 B 0% 2/10/06 3/23/06

Tranche 6 Fixed Income 
(Ancillary accounts)

$1.3 B 0% 2/21/06 3/30/06

•* Based on date SSGA begins trading transition management account for each tranche
•** Based on Equity Liquidation only



4

Transition Overview – As of 1/31/2006

Tranche Description # of 
Accounts

Approx. 
Assets

9/30/2005

Manager
Termination 

Date

19 12/28/05

12/30/05

12/28/05

S&P–1/18/06
EAFE–1/18/06

01/31/06

2/13/06

25

6

2

19

4

% Completed Transition 
Commencement 

Date *

Est. 
Comp 
Date

Tranche 1 Domestic Equity $1.2 B 100%** 1/10/06 2/14/06

Tranche 2 Domestic Equity $2.7 B 99%** 1/12/06 2/14/06

Tranche 3 Intl. Equity $1.5 B 81% 1/18/06 2/23/06

Tranche 4 Commingled Index 
Funds (S&P and 
EAFE)

$1.1 B 97% 1/26/06
1/27/06

3/15/06

Tranche 5 Fixed Income $6.9 B 0% 2/10/06 3/23/06

Tranche 6 Fixed Income 
(Ancillary accounts)

$1.3 B 0% 2/21/06 3/30/06

•* Based on date SSGA begins trading transition management account for each tranche
•** Based on Equity Liquidation only



5

Transition Costs – As of 3/07/2006

SOURCE OF COST Current Cost bps

Commissions

Bid Ask Spread

Market Impact

Taxes

Opportunity Costs
_________________________

TOTAL COSTS

Note: In Kind Transfers 26.3% and 
Internal/External Cross 21.9%

$2,019,581

$2,513,953

$3,267,709

$151,449

$14,249,454
_________________________

$22,202,146

1.32

1.64

2.13

0.10

9.28
_________________________

14.46



6

Transition Costs – As of 2/28/2006

SOURCE OF COST Current Cost bps

Commissions

Bid Ask Spread

Market Impact

Taxes

Opportunity Costs
_________________________

TOTAL COSTS

Note: In Kind Transfers  25.5% and 
Internal/External Cross 29.5%

$2,109,808

$2,551,798

$3,316,901

$151,449

$19,934,183
_______________________

$28,064,140

1.50

1.82

2.36

0.11

14.20
_________________________

19.99



7

Transition Costs – As of 1/31/2006

SOURCE OF COST Current Cost bps

Commissions

Bid Ask Spread

Market Impact

Taxes

Opportunity Costs
_________________________

TOTAL COSTS

Note: Internal/External Cross 34.1% 

$1,782,984

$2,030,206

$2,659,564

$151,194

$1,871,686
________________________

$8,495,634

2.50

2.85

3.74

0.21

2.63
_________________________

11.94



OHIO BUREAU OF WORKERS’ COMPENSATION
State Insurance Fund

July, 2005 to January 31, 2005
Asset Allocation History

46.23% 47.06% 48.78% 49.30%

30.88% 30.82% 31.79% 31.88%

0.00%
14.83% 14.70% 14.94% 15.68%

93.80%47.34% 46.76%

31.83% 30.73%

2.58%
14.24% 14.27%

2.93%2.81%2.80%2.78%4.06%
2.92%

4.90%
0.70%0.23%1.67%4.62%5.29%4.17%1.69%
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20%
30%
40%
50%
60%
70%
80%
90%

100%

July ' 05 Aug '05 Sept '05 Oct '05 Nov '05 Dec '05 Jan '06

Bond Stock Internt'l Stock Alternative Cash



[ 2 ] [ 3 ] [ 4 ] [ 6 ] [ 7 ]
Category Actual $ Budget $ Variance $ Forecast $ Annual Budget $ Variance $
Personal Service (100) 529,937                  532,524                  2,587                      454,612                  1,043,869               589,257                  
Maintenance (200) 173,290                  338,854                  165,564                  177,280                  483,934                  306,654                  
Equipment (300) 245                         7,500                      7,255                      262,000                  7,500                      (254,500)                 
Total 703,472                  878,878                  175,406                  893,892                  1,535,303               641,411                  

Actual
% of total

Object Class YTD Actual $ YTD Budget $ YTD Variance $ Object Class
Total Payroll (10) 525,287                  525,287                  -                          Total Payroll 74.7%
Purchased Services (13) 1,760                      4,655                      2,895                      Other Personal Services 0.7%
Other Personal Services (15) 2,890                      2,582                      (308)                        Supplies 0.4%
Total Personal Services 529,937                  532,524                  2,587                      Travel 0.3%

Communications 0.6%
Supplies (21 +21I) 3,115                      1,785                      (1,330)                     Fuel/Utilities 1.2%
Travel (23) 2,021                      36,003                    33,982                    Maintenance/Repairs 2.7%
Communications (24 + 24I) 3,901                      3,687                      (214)                        Rentals/Leases 9.4%
Fuel/Utilities (25) 8,286                      8,286                      -                          Printing/Advertising 5.6%
Maintenance/Repairs (26) 19,193                    28,886                    9,693                      General/Other 4.5%
Rentals/Leases (27) 66,237                    80,457                    14,220                    Equipment 0.0%
Printing/Advertising (28 +28I) 39,116                    22,894                    (16,222)                   100%
General/Other (22 +22i +29 + 29I) 31,421                    156,856                  125,435                  
Total Maintenance 173,290                  338,854                  165,564                  

-                          
Office Equipment (31) -                          -                          
Communic. Equipment (34) 245                         -                          (245)                        
Data Process Equipment (37 + 37i) -                          -                          -                          
Other Equipment (30+32+35+36+38+39) -                          7,500                      7,500                      
Total Equipment 245                         7,500                      7,255                      

Grand Total 703,472                  878,878                  175,406                  

Definitions:
Column [ 2 ]:  Amount in Column 2 (YTD Disbursements) on the monthly budget report.

Column [ 3 ]:  Amount in Column 3 (YTD Budget) on the monthly budget report.

Column [ 4 ]:  Amount in Column 4 (YTD Variance) on the monthly budget report.

Column [ 6 ]:  Calculate using Column 6 (YTD Disb & Current Enc.) plus projected spending for remainder of FY.

Column [ 7 ]:  Amount in Column 7 (FY 2006) Total Budget) on the monthly budget report.

Actual vs Budget
YTD By Object Class

Investment Division - Departmental Budget
Budget and Expenses Summary for Fiscal Year 2006

As of January 31, 2006

Year-to-Date Total 2006

Actual Expenses By Line Item %
Total Payroll 

Other Personal
Services
Supplies

Travel

Communications

Fuel/Utilities

Maintenance/Repairs

Rentals/Leases

Printing/Advertising

General/Other

Equipment



The Ohio Bureau of Workers’ Compensation 
Statement of Investment Policy and Guidelines 

 
Appendix IX A: Target Asset Mixes and Ranges for the State Insurance Fund 

 
 
The State Insurance Fund’s (“the Fund’s”) liabilities consist of the following primary 
components: 
 

• Indemnity cost:  the compensation paid to injured workers for lost wages 
• Medical cost:  the cost of providing medical coverage to injured workers 

 
These liabilities are long-term in nature, with an approximate duration of 10 years.  Premiums 
are set each year at a level that is expected to cover the cost of future claims.  Future claims 
are estimated based on actuarial methods that measure the expected indemnity and medical 
costs.  These costs are discounted at a rate that is consistent with the guidelines as established 
by the GASB.   
 
The actual liabilities of the Fund may vary from the expectations at the time premiums are set 
due to future changes in the discount rate, unanticipated medical inflation, and/or actual claim 
experience that differs from actuarial expectations.  In order to protect the Fund against 
adverse changes in the Fund’s assets relative to its liabilities, the WCOC has adopted a policy 
to invest the reserves primarily in a fixed income portfolio that will approximate the duration 
and yield curve characteristics of the liabilities1 as measured by the Fund’s actuary and 
Consultant on an annual basis, or more frequently if conditions warrant.  A portion of the 
reserve and surplus may also be invested in equity, inflation-protected, or other securities in 
order to protect the reserve against unexpected medical inflation and adverse claims 
experience and/or for the purpose of growing the surplus. 

 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   
 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 96% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 3 3 
    
Cash Equivalents 0 1 5 

 
 

                                                 
1 Expected to be implemented by December 31, 2006 



The Ohio Bureau of Workers’ Compensation 
Statement of Investment Policy and Guidelines 

 
Appendix IX B: Target Asset Mixes and Ranges for the  

Coal Workers’ Pneumoconiosis Fund 
 

 
 
The Coal Workers’ Pneumoconiosis Fund (“CWPF”) provides benefits for injured workers 
under the Federal Coal Mine Health and Safety Act of 1969.  The CWPF provides voluntary 
coverage to employers who have employees who are exposed to coal dust, as required by 
federal law. 
 
These liabilities are long-term in nature, with an approximate duration of 11 years.  Premiums 
are set each year at a level that is expected to cover the cost of future claims.  These costs are 
discounted at a rate that is consistent with the guidelines as established by the GASB.   
 
The actual liabilities of the Fund may vary from the expectations at the time premiums are set 
due to future changes in the discount rate, unanticipated medical inflation, and/or actual claim 
experience that differs from actuarial expectations.  In order to protect the Fund against 
adverse changes in the Fund’s assets relative to its liabilities, the WCOC has adopted a policy 
to invest the reserves primarily in a fixed income portfolio that will approximate the duration 
and yield curve characteristics of the liabilities1 as measured by the Fund’s actuary and 
Consultant on an annual basis, or more frequently if conditions warrant.  A portion of the 
reserve and surplus may also be invested in equity, inflation-protected, or other securities in 
order to protect the reserve against unexpected medical inflation and adverse claims 
experience and/or for the purpose of growing the surplus. 
 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   
 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 98% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 0 0 
    
Cash Equivalents 0 2 5 

 
 

                                                 
1 Expected to be implemented by December 31, 2006 
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The Marine Industry Fund (“MIF”) provides voluntary coverage to employers who have 
employees who work on or about navigable waters as required by the Federal Longshoremen 
and Harbor Workers’ Act. 
 
These liabilities are intermediate-term in nature, with an approximate duration of 3-4 years.  
Premiums are set each year at a level that is expected to cover the cost of future claims.  
These costs are discounted at a rate that is consistent with the guidelines as established by the 
GASB.   
 
The actual liabilities of the Fund may vary from the expectations at the time premiums are set 
due to future changes in the discount rate, unanticipated medical inflation, and/or actual claim 
experience that differs from actuarial expectations.  In order to protect the Fund against 
adverse changes in the Fund’s assets relative to its liabilities, the WCOC has adopted a policy 
to invest the reserves primarily in a fixed income portfolio that will approximate the duration 
and yield curve characteristics of the liabilities1 as measured by the Fund’s actuary and 
Consultant on an annual basis, or more frequently if conditions warrant.  A portion of the 
reserve and surplus may also be invested in equity, inflation-protected, or other securities in 
order to protect the reserve against unexpected medical inflation and adverse claims 
experience and/or for the purpose of growing the surplus. 
 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   
 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 98% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 0 0 
    
Cash Equivalents 0 2 5 

 
 

                                                 
1 Expected to be implemented by December 31, 2006 
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Disabled Workers’ Relief Fund 
 

 
 
The Disabled Workers’ Relief Fund (“DWRF”) provides supplementary payments to workers 
whose combined Permanent and Total Disabled plus Social Security disability benefits are 
lower than the DWRF entitlement amount. 
 
These liabilities are long-term in nature, with an approximate duration of 10 years.  Premiums 
are set each year at a level that is expected to cover the cost of future claims.  These costs are 
discounted at a rate that is consistent with the guidelines as established by the GASB.   
 
The actual liabilities of the Fund may vary from the expectations at the time premiums are set 
due to future changes in the discount rate, unanticipated medical inflation, and/or actual claim 
experience that differs from actuarial expectations.  In order to protect the Fund against 
adverse changes in the Fund’s assets relative to its liabilities, the WCOC has adopted a policy 
to invest the reserves primarily in a fixed income portfolio that will approximate the duration 
and yield curve characteristics of the liabilities1 as measured by the Fund’s actuary and 
Consultant on an annual basis, or more frequently if conditions warrant.  A portion of the 
reserve and surplus may also be invested in equity, inflation-protected, or other securities in 
order to protect the reserve against unexpected medical inflation and adverse claims 
experience and/or for the purpose of growing the surplus. 
 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   
 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 98% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 0 0 
    
Cash Equivalents 0 2 5 

 
 

                                                 
1 Expected to be implemented by December 31, 2006 
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Public Work-Relief Employees’ Fund 
 

 
 
The Public Work-Relief Employees’ Fund (“PWRE”) provides benefits for “work-relief 
employees” who are engaged in any public relief employment and receiving “work-relief” in 
the form of public funds or goods in exchange for any service or labor rendered in connection 
with any public relief employment. 
 
These liabilities are intermediate-term in nature, with an approximate duration of 3-4 years.  
Premiums are set each year at a level that is expected to cover the cost of future claims.  
These costs are discounted at a rate that is consistent with the guidelines as established by the 
GASB.   
 
The actual liabilities of the Fund may vary from the expectations at the time premiums are set 
due to future changes in the discount rate, unanticipated medical inflation, and/or actual claim 
experience that differs from actuarial expectations.  In order to protect the Fund against 
adverse changes in the Fund’s assets relative to its liabilities, the WCOC has adopted a policy 
to invest the reserves primarily in a fixed income portfolio that will approximate the duration 
and yield curve characteristics of the liabilities1 as measured by the Fund’s actuary and 
Consultant on an annual basis, or more frequently if conditions warrant.  A portion of the 
reserve and surplus may also be invested in equity, inflation-protected, or other securities in 
order to protect the reserve against unexpected medical inflation and adverse claims 
experience and/or for the purpose of growing the surplus. 
 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   
 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 98% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 0 0 
    
Cash Equivalents 0 2 5 

 
 

                                                 
1 Expected to be implemented by December 31, 2006 
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Self Insured Employers Guarantee Fund (“SIEGF”)/Surety Bond Fund (“SBF”) 
 

 
 
The Self Insured Employers Guarantee Fund (“SIEGF”)/Surety Bond Fund (“SBF”) provides 
for payment of compensation and benefits to injured workers of bankrupt self-insured 
employers. 
 
The WCOC has adopted a long-term asset allocation policy that identifies the strategic target 
weights to each of the major asset classes.   

 
The table below highlights the general asset classes approved for investment, the strategic 
target weights and the allowable ranges around the target weights: 

 
 

 
Asset Class 

 
Min. 

Policy 
Target 

 
Max. 

    
Fixed Income: 94% 98% 100% 
    
U.S. Equity 0 0 0 
    
Non-U.S. Equity 0 0 0 
    
Alternative Investments 0 0 0 
    
Cash Equivalents 0 2 5 
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R.C. § 4123.44 
 
Baldwin's Ohio Revised Code Annotated Currentness  

Title XLI. Labor and Industry  
Chapter 4123. Workers' Compensation (Refs & Annos)  
Funds and Premiums 
4123.44 Investment powers of administrator 

 
 
The voting members of the workers' compensation oversight commission, the administrator of 
workers' compensation, and the bureau of workers' compensation chief investment officer are the 
trustees of the state insurance fund. The administrator of workers' compensation, in accordance 
with sections 4121.126 and 4121.127 of the Revised Code and the investment objectives, 
policies, and criteria established by the workers' compensation oversight commission pursuant to 
section 4121.12 of the Revised Code, and in consultation with the bureau of workers' 
compensation chief investment officer, may invest any of the surplus or reserve belonging to the 
state insurance fund. 
 
 
The administrator shall not invest in any type of investment specified in divisions (G)(6)(a) to (j) 
of section 4121.12 of the Revised Code. 
 
 
The administrator and other fiduciaries shall discharge their duties with respect to the funds with 
the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent 
person acting in a like capacity and familiar with such matters would use in the conduct of an 
enterprise of a like character and with like aims, and by diversifying the investments of the assets 
of the funds so as to minimize the risk of large losses, unless under the circumstances it is clearly 
prudent not to do so. 
 
 
To facilitate investment of the funds, the administrator may establish a partnership, trust, limited 
liability company, corporation, including a corporation exempt from taxation under the Internal 
Revenue Code, 100 Stat. 2085, 26 U.S.C. 1, as amended, or any other legal entity authorized to 
transact business in this state. 
 
 
When reporting on the performance of investments, the administrator shall comply with the 
performance presentation standards established by the association for investment management 
and research. 
 
 
All investments shall be purchased at current market prices and the evidences of title to the 
investments shall be placed in the custody of the treasurer of state, who is hereby designated as 
custodian, or in the custody of the treasurer of state's authorized agent. Evidences of title of the 
investments so purchased may be deposited by the treasurer of state for safekeeping with an 

http://web2.westlaw.com/result/documenttext.aspx?n=1&sv=Split&fn=_top&findtype=L&docname=OHSTS4123.44&db=1000279&vr=2.0&docsample=False&service=Find&rlt=CLID_FQRLT10016212&rp=%2fFind%2fdefault.wl&fcl=False&cxt=DC&rs=WLW6.02&mt=Ohio&ss=CNT&cnt=DOC#IN;currentness#IN;currentness
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authorized agent selected by the treasurer of state who is a qualified trustee under section 135.18 
of the Revised Code. The treasurer of state or the agent shall collect the principal, dividends, 
distributions, and interest as they become due and payable and place them when collected into the 
state insurance fund. 
 
 
The treasurer of state shall pay for investments purchased by the administrator on receipt of 
written or electronic instructions from the administrator or the administrator's designated agent 
authorizing the purchase, and pending receipt of the evidence of title of the investment by the 
treasurer of state or the treasurer of state's authorized agent. The administrator may sell 
investments held by the administrator, and the treasurer of state or the treasurer of state's 
authorized agent shall accept payment from the purchaser and deliver evidence of title of the 
investment to the purchaser, on receipt of written or electronic instructions from the administrator 
or the administrator's designated agent authorizing the sale, and pending receipt of the moneys for 
the investments. The amount received shall be placed in the state insurance fund. The 
administrator and the treasurer of state may enter into agreements to establish procedures for the 
purchase and sale of investments under this division and the custody of the investments. 
 
 
No purchase or sale of any investment shall be made under this section, except as authorized by 
the administrator. 
 
 
Any statement of financial position distributed by the administrator shall include the fair value, as 
of the statement date, of all investments held by the administrator under this section. 
 
 
When in the judgment of the administrator it is necessary to provide available funds for the 
payment of compensation or benefits under this chapter, the administrator may borrow money 
from any available source and pledge as security a sufficient amount of bonds or other securities 
in which the state insurance fund is invested. The aggregate unpaid amount of loans existing at 
any one time for money so borrowed shall not exceed ten million dollars. The bonds or other 
securities so pledged as security for such loans to the administrator shall be the sole security for 
the payment of the principal and interest of any such loan. The administrator shall not be 
personally liable for the payment of the principal or the interest of any such loan. No such loan 
shall be made for a longer period of time than one year. Such loans may be renewed but no one 
renewal shall be for a period in excess of one year. Such loans shall bear such rate of interest as 
the administrator determines and in negotiating the loans, the administrator shall endeavor to 
secure as favorable interest rates and terms as circumstances will permit. 
 
 
The treasurer of state may deliver to the person or governmental agency making such loan, the 
bonds or other securities which are to be pledged by the administrator as security for such loan, 
upon receipt by the treasurer of state of an order of the administrator authorizing such loan. Upon 
payment of any such loan by the administrator, the bonds or other securities pledged as security 
therefor shall be returned to the treasurer of state as custodian of such bonds. 
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The administrator may pledge with the treasurer of state such amount of bonds or other securities 
in which the state insurance fund is invested as is reasonably necessary as security for any 
certificates issued, or paid out, by the treasurer of state upon any warrants drawn by the 
administrator. 
 
 
The administrator may secure investment information services, consulting services, and other like 
services to facilitate investment of the surplus and reserve belonging to the state insurance fund. 
The administrator shall pay the expense of securing such services from the state insurance fund. 
 
 
(2005 H 66, eff. 9-29-05; 1996 S 82, eff. 3-7-97; 1995 H 7, eff. 9- 1-95; 1994 S 179, eff. 3-10-95; 
1993 H 107, eff. 10-20-93; 1989 H 222; 1986 H 562; 1985 H 201; 1984 H 469; 1976 S 545; 1975 
H 1; 1974 S 129; 1973 H 406; 1969 S 176; 131 v S 58; 129 v 582; 128 v 1206; 1953 H 1; GC 
1465-58) 
 
HISTORICAL AND STATUTORY NOTES  
 
Pre-1953 H 1 Amendments: 118 v 324, § 1; 117 v 469, § 1; 115 v 79; 111 v 51, 218; 109 v 525; 
103 v 76, § 11; 102 v 528 
 
Amendment Note: 2005 H 66 added first sentence; inserted "sections 4121.126 and 4121.127 of 
the Revised Code and" and ", and in consultation with the bureau of workers' compensation chief 
investment officer" in the first paragraph; added the second paragraph; and inserted "of state" 
after the second occurrence of "treasurer" in the second sentence of the sixth paragraph. 
 
Amendment Note: 1996 S 82 rewrote this section. See Baldwin's Ohio Legislative Service, 
1996, p 12/L-4356, or the OH-LEGIS or OH-LEGIS-OLD database on WESTLAW, for prior 
version of this section. 
 
Amendment Note: 1995 H 7 added ", in accordance with the investment policy established by 
the workers' compensation oversight commission pursuant to section 4121.12 of the Revised 
Code," to division (A). 
 
Amendment Note: 1994 S 179 inserted "the international finance corporation or by" and "; 
however, the administrator may invest not more than the aggregate of fifteen per cent of the value 
of the funds described in division (A) of this section in such obligations" in division (A)(6). 
 
Amendment Note: 1993 H 107 deleted ", with the approval of the workers' compensation board 
and the industrial commission," prior to "may invest" in the first paragraph of division (A); added 
division (A)(1)(d); substituted "four" for "three" and "fourth" for "third", respectively, in 
divisions (A)(2)(f)(iv), (A)(3)(a)(iv), and (A)(4)(a); substituted "A-2 or higher quality according 
to the Standard and Poor's rating service and P-2 or higher quality according to the Moody's 
rating service, or an equivalent rating according to" for "prime by" and inserted "other" prior to 
"standard rating services" in division (A)(4)(b); inserted "and section 4123.441 of the Revised 
Code" in, and deleted a reference to section 4123.442 from the last sentence of, division (B); and 
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added division (G). 
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Fiduciary obligations 4  
 
1. Constitutional issues 
 
The transfer of state insurance fund investment income to the disabled workers' relief fund, 
pursuant to RC 4123.411, violates neither O Const Art II §28 nor 35. Thompson v. Industrial 
Com'n of Ohio (Ohio 1982) 1 Ohio St.3d 244, 438 N.E.2d 1167, 1 O.B.R. 265. Workers' 
Compensation 1049 
 
Unconstitutional in its attempt to require taxing districts before advertising a bond issue for sale 
to offer same to the industrial commission of Ohio at less than market value. State ex rel. City of 
Cleveland Heights v. Frazine (Ohio 1924) 110 Ohio St. 523, 144 N.E. 289, 2 Ohio Law Abs. 407, 
22 Ohio Law Rep. 177. 
 
Workmen's compensation fund can be raised only by contributions levied on employers. To 
divert the premium on bonds, which belongs to a taxing district, is to burden such district as 
compared with a district not issuing bonds or whose bonds are not accepted by the commission, 
and hence amounts to a tax without uniformity. State ex rel. City of Cleveland Heights v. Frazine 
(Ohio 1924) 110 Ohio St. 523, 144 N.E. 289, 2 Ohio Law Abs. 407, 22 Ohio Law Rep. 177. 

2. In general 
 
If the assessment levied against employers pursuant to RC 4123.411 is insufficient to carry out 
the provisions of RC 4123.412 to 4123.418 then the additional amount necessary must be 
provided from the income produced as a result of investments made pursuant to RC 4123.44. 
OAG 76-039. 
 
Responsibility of the state treasurer for collection of installments of interest and principal of so-
called FHA insured mortgages bought by state retirement boards or state industrial commission, 
begins when, under the terms of the accompanying contract for the servicing of said mortgages, 
the proceeds of these payments are remitted by the servicer or the servicing agent to the investors; 
the title to notes and the mortgage securing the same, representing the investment, vests in the 
retirement board of the industrial commission making the investment. 1940 OAG 1723. 

3. Disbursements; investments 
 
The formation of a partnership by the administrator of workers' compensation and a private 
corporation for the purpose of investing a portion of the surplus or reserve of the state insurance 
fund in a project to construct and operate a parking garage does not violate O Const Art VIII §4, 
provided that no moneys belonging to the state will ever be obligated for the purpose of 
reimbursing the state insurance fund for any losses it incurs as a result of such investment. OAG 
99-002. 
 
Pursuant to RC 4123.44, the administrator of workers' compensation may form a partnership with 
a private corporation for the purpose of investing a portion of the surplus or reserve of the state 
insurance fund in a project to construct and operate a parking garage, provided such investment is 
in accordance with the investment objectives, policies, and criteria established by the workers' 

http://web2.westlaw.com/result/documenttext.aspx?n=1&sv=Split&fn=_top&findtype=L&docname=OHSTS4123.44&db=1000279&vr=2.0&docsample=False&service=Find&rlt=CLID_FQRLT10016212&rp=%2fFind%2fdefault.wl&fcl=False&cxt=DC&rs=WLW6.02&mt=Ohio&ss=CNT&cnt=DOC#NT;F4#NT;F4
http://web2.westlaw.com/result/documenttext.aspx?n=1&sv=Split&fn=_top&findtype=L&docname=OHSTS4123.44&db=1000279&vr=2.0&docsample=False&service=Find&rlt=CLID_FQRLT10016212&rp=%2fFind%2fdefault.wl&fcl=False&cxt=DC&rs=WLW6.02&mt=Ohio&ss=CNT&cnt=DOC#NT;B1#NT;B1
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHSTS4123%2E411&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHCNARTIIS28&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=578&SerialNum=1982137632&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=578&SerialNum=1982137632&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/digest/default.wl?rp=%2fdigest%2fdefault.wl&CMD=NOKEY&DocName=413k1049&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/digest/default.wl?rp=%2fdigest%2fdefault.wl&CMD=NOKEY&DocName=413k1049&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=577&SerialNum=1924110983&FindType=Y&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/result/documenttext.aspx?n=1&sv=Split&fn=_top&findtype=L&docname=OHSTS4123.44&db=1000279&vr=2.0&docsample=False&service=Find&rlt=CLID_FQRLT10016212&rp=%2fFind%2fdefault.wl&fcl=False&cxt=DC&rs=WLW6.02&mt=Ohio&ss=CNT&cnt=DOC#NT;B2#NT;B2
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHSTS4123%2E411&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHSTS4123%2E412&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHSTS4123%2E418&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02
http://web2.westlaw.com/result/documenttext.aspx?n=1&sv=Split&fn=_top&findtype=L&docname=OHSTS4123.44&db=1000279&vr=2.0&docsample=False&service=Find&rlt=CLID_FQRLT10016212&rp=%2fFind%2fdefault.wl&fcl=False&cxt=DC&rs=WLW6.02&mt=Ohio&ss=CNT&cnt=DOC#NT;B3#NT;B3
http://web2.westlaw.com/find/default.wl?DB=1000279&DocName=OHCNARTVIIIS4&FindType=L&AP=&mt=Ohio&fn=_top&sv=Split&vr=2.0&rs=WLW6.02


The Ohio Bureau of Workers’ Compensation 
Statement of Investment Policy and Guidelines 

 
Appendix XI: Ohio Revised Code Section 4123.44 

 
 
compensation oversight commission. However, in making such an investment, the administrator 
must discharge his investment duties with the care, skill, prudence, and diligence under the 
circumstances then prevailing that a prudent person acting in a like capacity and familiar with 
such matters would use in the conduct of an enterprise of a like character and with like aims. 
OAG 99- 002. 
 
Neither the administrator of the bureau of workers' compensation nor the industrial commission 
has the authority to invest moneys of the safety and hygiene fund not needed for current 
operations. Such moneys may, however, be invested by the treasurer of state in accordance with 
RC Ch 135. OAG 79- 110. 
 
The department of administrative services and industrial commission have no authority to create a 
rotary fund in the state insurance fund for payment of administrative costs of managing 
investments made pursuant to RC 4123.44, and disbursements from the state insurance fund for 
payment of such administrative costs are limited to those provided for in the appropriations act 
and RC 4123.341 and 4123.342. OAG 74-067. 
 
Neither the workmen's compensation fund nor the teachers' retirement fund can lawfully be used 
for the purpose of erecting a state building. 1927 OAG 110. 

4. Fiduciary obligations 
 
The industrial commission has a fiduciary responsibility to preserve and safeguard the financial 
integrity and solvency of the state insurance fund, including an obligation to adhere to certain 
standards of judgment and care when taking actions such as approving the sale of industrial 
rehabilitation centers for prices less than their construction and development costs, modifying or 
renegotiating the terms of the lease agreements for such centers, or agreeing to a reduction in the 
rent paid under such lease agreements. OAG 89-033. 

5. Effective date 
 
Any section of a law which changes the permanent law of the state is subject to referendum under 
the powers reserved to the people by O Const Art II § 1, even though the law also contains a 
section providing for an appropriation for the current expenses of the state government and state 
institutions, which under O Const Art II § 1d becomes immediately effective; thus, the 
nonappropriation provisions of 1993 Am.Sub.H.B. 107 are stayed for ninety days, during which 
period relators may undertake to petition for a referendum on the provisions of such act that 
change the permanent law of the state. State ex rel. Ohio AFL-CIO v. Voinovich (Ohio, 04-08-
1994) 69 Ohio St.3d 225, 631 N.E.2d 582, 1994-Ohio-1, opinion clarified 69 Ohio St.3d 1208, 
632 N.E.2d 907. 
 
R.C. § 4123.44, OH ST § 4123.44 
 
 
Current through 2005 File 63 and 2006 File 64 of the 126th GA (2005-2006)  
apv. by 1/30/06, and filed with the Secretary of State by 1/31/06.  
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This section of the Statement of Investment Policy and Guidelines contains the Ohio 
Revised Code citations that form the legal basis for the duties and requirements of the 
Workers’ Compensation Oversight Commission, the Administrator, and the Chief 
Investment Officer relating to Bureau of Workers’ Compensation investments.  The text 
of relevant statutory provisions that form the basis of the Statement of Investment Policy 
and Guidelines is included in this section for reference.  This section does not include all 
Revised Code sections relating to the WCOC, Administrator, BWC, and Chief 
Investment Officer, but only those Revised Code sections that relate to the Investment 
Policy. 
 
Am. Sub. H.B. 66, the General Revenue budget bill for the operation of state government, 
amended or enacted many of these statutes affecting BWC investments.  The provisions 
of Sub. H.B. 66 were effective September 29, 2005.   
 
 
I. General Investment Authority and Criteria 
 
R.C. 4123.44 contains the chief authority for the investment of the State Insurance Fund. 
The statute establishes the “prudent person” standard for investment decisions. The 
statute cross references R.C. 4121.12(G)(6)(a) to (j) for prohibited investments, cited 
below in the section on “Workers’ Compensation Oversight Commission duties.” 
 

4123.44: The voting members of the workers' compensation oversight commission, the administrator 
of workers' compensation, and the bureau of workers' compensation chief investment officer are the 
trustees of the state insurance fund. The administrator of workers' compensation, in accordance with 
sections 4121.126 and 4121.127 of the Revised Code and the investment objectives, policies, and 
criteria established by the workers' compensation oversight commission pursuant to section 4121.12 of 
the Revised Code, and in consultation with the bureau of workers' compensation chief investment 
officer, may invest any of the surplus or reserve belonging to the state insurance fund.   
 
The administrator shall not invest in any type of investment specified in divisions (G)(6)(a) to (j) of 
section 4121.12 of the Revised Code.   
 
The administrator and other fiduciaries shall discharge their duties with respect to the funds with the 
care, skill, prudence, and diligence under the circumstances then prevailing that a prudent person 
acting in a like capacity and familiar with such matters would use in the conduct of an enterprise of a 
like character and with like aims, and by diversifying the investments of the assets of the funds so as to 
minimize the risk of large losses, unless under the circumstances it is clearly prudent not to do so.   
 
To facilitate investment of the funds, the administrator may establish a partnership, trust, limited 
liability company, corporation, including a corporation exempt from taxation under the Internal 
Revenue Code, 100 Stat. 2085, 26 U.S.C. 1, as amended, or any other legal entity authorized to 
transact business in this state.   
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When reporting on the performance of investments, the administrator shall comply with the 
performance presentation standards established by the association for investment management and 
research.   
 
All investments shall be purchased at current market prices and the evidences of title to the 
investments shall be placed in the custody of the treasurer of state, who is hereby designated as 
custodian, or in the custody of the treasurer of state's authorized agent. Evidences of title of the 
investments so purchased may be deposited by the treasurer of state for safekeeping with an authorized 
agent selected by the treasurer of state who is a qualified trustee under section 135.18 of the Revised 
Code. The treasurer of state or the agent shall collect the principal, dividends, distributions, and 
interest as they become due and payable and place them when collected into the state insurance fund.   
 
The treasurer of state shall pay for investments purchased by the administrator on receipt of written or 
electronic instructions from the administrator or the administrator's designated agent authorizing the 
purchase, and pending receipt of the evidence of title of the investment by the treasurer of state or the 
treasurer of state's authorized agent. The administrator may sell investments held by the administrator, 
and the treasurer of state or the treasurer of state's authorized agent shall accept payment from the 
purchaser and deliver evidence of title of the investment to the purchaser, on receipt of written or 
electronic instructions from the administrator or the administrator's designated agent authorizing the 
sale, and pending receipt of the moneys for the investments. The amount received shall be placed in 
the state insurance fund. The administrator and the treasurer of state may enter into agreements to 
establish procedures for the purchase and sale of investments under this division and the custody of the 
investments.   
 
No purchase or sale of any investment shall be made under this section, except as authorized by the 
administrator.   
 
Any statement of financial position distributed by the administrator shall include the fair value, as of 
the statement date, of all investments held by the administrator under this section.   
 
When in the judgment of the administrator it is necessary to provide available funds for the payment of 
compensation or benefits under this chapter, the administrator may borrow money from any available 
source and pledge as security a sufficient amount of bonds or other securities in which the state 
insurance fund is invested. The aggregate unpaid amount of loans existing at any one time for money 
so borrowed shall not exceed ten million dollars. The bonds or other securities so pledged as security 
for such loans to the administrator shall be the sole security for the payment of the principal and 
interest of any such loan. The administrator shall not be personally liable for the payment of the 
principal or the interest of any such loan. No such loan shall be made for a longer period of time than 
one year. Such loans may be renewed but no one renewal shall be for a period in excess of one year. 
Such loans shall bear such rate of interest as the administrator determines and in negotiating the loans, 
the administrator shall endeavor to secure as favorable interest rates and terms as circumstances will 
permit.   
 
The treasurer of state may deliver to the person or governmental agency making such loan, the bonds 
or other securities which are to be pledged by the administrator as security for such loan, upon receipt 
by the treasurer of state of an order of the administrator authorizing such loan. Upon payment of any 
such loan by the administrator, the bonds or other securities pledged as security therefor shall be 
returned to the treasurer of state as custodian of such bonds.   
 
The administrator may pledge with the treasurer of state such amount of bonds or other securities in 
which the state insurance fund is invested as is reasonably necessary as security for any certificates 
issued, or paid out, by the treasurer of state upon any warrants drawn by the administrator.   
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The administrator may secure investment information services, consulting services, and other like 
services to facilitate investment of the surplus and reserve belonging to the state insurance fund. The 
administrator shall pay the expense of securing such services from the state insurance fund.   

 
 
II. Workers’ Compensation Oversight Commission Investment Duties 
 
R.C. 4121.12(G)(6) requires the WCOC to establish an investment policy with certain 
criteria, and to monitor the Administrator’s progress in investments. The WCOC shall 
review the investment policy annually.  The WCOC shall prohibit BWC from investing 
in certain specified assets. 
 

4121.12(G): The commission shall . . . (6) Establish objectives, policies, and criteria for the 
administration of the investment program that include asset allocation targets and ranges, risk factors, 
asset class benchmarks, time horizons, total return objectives, and performance evaluation guidelines, 
and monitor the administrator's progress in implementing the objectives, policies, and criteria on a 
quarterly basis. The commission shall review and publish the objectives, policies, and criteria no less 
than annually and shall make copies available to interested parties. The commission shall prohibit, on a 
prospective basis, any specific investment it finds to be contrary to its investment objectives, policies, 
and criteria. 
 
The objectives, policies, and criteria adopted by the commission for the operation of the investment 
program shall prohibit investing assets of funds, directly or indirectly, in vehicles that target any of the 
following: 

(a) Coins; 

(b) Artwork; 

(c) Horses; 

(d) Jewelry or gems; 

(e) Stamps; 

(f) Antiques; 

(g) Artifacts; 

(h) Collectibles; 

(i) Memorabilia; 

(j) Similar unregulated investments that are not commonly part of an institutional portfolio, that lack 
liquidity, and that lack readily determinable valuation. 
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R.C. 4121.12(G)(7) requires the WCOC to specify in the investment policy that the 
Administrator is permitted to invest in an investment class only if the WCOC opens that 
class.  The WCOC shall adopt rules establishing due diligence standards for BWC 
employees to follow when investing in that class. The WCOC shall establish policies and 
procedures to monitor and review the performance and value of each investment class.  
The WCOC shall report annually on the performance and value of each investment class. 
 

4121.12(G): The commission shall . . . (7) Specify in the objectives, policies, and criteria for the 
investment program that the administrator is permitted to invest in an investment class only if the 
commission, by a majority vote, opens that class. After the commission opens a class but prior to the 
administrator investing in that class, the commission shall adopt rules establishing due diligence 
standards for employees’ of the bureau to follow when investing in that class and shall establish 
policies and procedures to review and monitor the performance and value of each investment class. 
The commission shall submit a report annually on the performance and value of each investment class 
to the governor, the president and minority leader of the senate, and the speaker and minority leader of 
the house of representatives. The commission may vote to close any investment class. 

 
 
III. Administrator’s Investment Duties 
 
R.C. 4121.121(B)(7) states the general power for the Administrator to invest, prohibits 
the Administrator from investing in prohibited investment classes, and requires the 
Administrator to make investments in consultation with the Chief Investment Officer. 
 

R.C. 4121.121:  (B) The administrator is responsible for the management of the bureau of workers' 
compensation and for the discharge of all administrative duties imposed upon the administrator in this 
chapter and Chapters 4123., 4127., 4131., and 4167. of the Revised Code, and in the discharge thereof 
shall do all of the following: . . . 
 
(7) Exercise the investment powers vested in the administrator by section 4123.44 of the Revised Code 
in accordance with the investment objectives, policies, and criteria established by the oversight 
commission pursuant to section 4121.12 of the Revised Code and in consultation with the chief 
investment officer of the bureau of workers' compensation. The administrator shall not engage in any 
prohibited investment activity specified by the oversight commission pursuant to division (G)(6) of 
section 4121.12 of the Revised Code and shall not invest in any type of investment specified in 
division (G)(6)(a) to (j) of that section. All business shall be transacted, all funds invested, all warrants 
for money drawn and payments made, and all cash and securities and other property held, in the name 
of the bureau, or in the name of its nominee, provided that nominees are authorized by the 
administrator solely for the purpose of facilitating the transfer of securities, and restricted to the 
administrator and designated employees. 

 
 
IV. Chief Investment Officer Duties 
 
R.C. 4123.441 requires BWC, with the advice and consent of the WCOC, to employ a 
licensed BWC chief investment officer and who is a chartered financial analyst.  The 
chief investment officer shall reasonably supervise BWC employees who handle 
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investments to prevent specified securities and investment violations.  The chief 
investment officer shall establish a policy to monitor and evaluate the effectiveness of 
BWC investments. 

R.C. 4123.441: (A) The bureau of workers’ compensation, with the advice and consent of the workers’ 
compensation oversight commission shall employ a person or designate an employee of the bureau 
who is designated as a chartered financial analyst by the CFA institute and who is licensed by the 
division of securities in the department of commerce as a bureau of workers’ compensation chief 
investment officer to be the chief investment officer for the bureau of workers’ compensation. After 
ninety days after the effective date of this section, the bureau of workers’ compensation may not 
employ a bureau of workers’ compensation chief investment officer, as defined in section 1707.01 of 
the Revised Code, who does not hold a valid bureau of workers’ compensation chief investment officer 
license issued by the division of securities in the department of commerce. The oversight commission 
shall notify the division of securities of the department of commerce in writing of its designation and 
of any change in its designation within ten calendar days after the designation or change. 

(B) The bureau of workers’ compensation chief investment officer shall reasonably supervise 
employees of the bureau who handle investment of assets of funds specified in this chapter and 
Chapters 4121., 4127., and 4131. of the Revised Code with a view toward preventing violations of 
Chapter 1707. of the Revised Code, the “Commodity Exchange Act,” 42 Stat. 998, 7 U.S.C. 1, the 
“Securities Act of 1933,” 48 Stat. 74, 15 U.S.C. 77a, the “Securities Exchange Act of 1934,” 48 Stat. 
881, 15 U.S.C. 78a, and the rules and regulations adopted under those statutes. This duty of reasonable 
supervision shall include the adoption, implementation, and enforcement of written policies and 
procedures reasonably designed to prevent employees of the bureau who handle investment of assets of 
the funds specified in this chapter and Chapters 4121., 4127., and 4131. of the Revised Code, from 
misusing material, nonpublic information in violation of those laws, rules, and regulations. 

For purposes of this division, no bureau of workers’ compensation chief investment officer shall be 
considered to have failed to satisfy the officer’s duty of reasonable supervision if the officer has done 
all of the following: 

(1) Adopted and implemented written procedures, and a system for applying the procedures, that 
would reasonably be expected to prevent and detect, insofar as practicable, any violation by employees 
handling investments of assets of the funds specified in this chapter and Chapters 4121., 4127., and 
4131. of the Revised Code; 

(2) Reasonably discharged the duties and obligations incumbent on the bureau of workers’ 
compensation chief investment officer by reason of the established procedures and the system for 
applying the procedures when the officer had no reasonable cause to believe that there was a failure to 
comply with the procedures and systems; 

(3) Reviewed, at least annually, the adequacy of the policies and procedures established pursuant to 
this section and the effectiveness of their implementation. 

(C) The bureau of workers’ compensation chief investment officer shall establish and maintain a policy 
to monitor and evaluate the effectiveness of securities transactions executed on behalf of the bureau. 

R.C. 1707.164 and R.C. 1707.165 provide that the BWC Chief Investment Officer shall 
be licensed by the Division of Securities in the Department of Commerce. 
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R.C. 1707.164: (A) No person shall act as a bureau of workers' compensation chief investment officer 
unless the person is licensed as a bureau of workers' compensation chief investment officer by the 
division of securities. 

(B) No bureau of workers' compensation chief investment officer shall act as a dealer, salesperson, 
investment advisor, or investment advisor representative. 

R.C. 1707.165: (A) Application for a bureau of workers' compensation chief investment officer's 
license shall be made in accordance with this section by filing with the division of securities the 
information, materials, and forms specified in rules adopted by the division. 

(B) The division may investigate any applicant for a license and may require any additional 
information as it considers necessary to determine the applicant's business repute and qualifications to 
act as a chief investment officer. If the application for a bureau of workers' compensation chief 
investment officer's license involves investigation outside of this state, the applicant may be required 
by the division to advance sufficient funds to pay any of the actual expenses of the investigation. The 
division shall furnish the applicant with an itemized statement of the expenses the applicant is required 
to pay. 

(C) The division shall by rule require an applicant for a bureau of workers' compensation chief 
investment officer's license to pass an examination designated by the division or achieve a specified 
professional designation unless the applicant meets both of the following requirements: 

(1) Acts as a bureau of workers' compensation chief investment officer on the effective date of this 
section; 

(2) Has experience or education acceptable to the division. 

(D) If the division finds that the applicant is of good business repute, appears to be qualified to act as a 
bureau of workers' compensation chief investment officer, and has complied with this chapter and rules 
adopted by the division under this chapter, the division, upon receipt of the fees prescribed by division 
(B) of section 1707.17 of the Revised Code, shall issue to the applicant a license authorizing the 
applicant to act as a bureau of workers' compensation chief investment officer. 

 
V. Investment Manager Requirements 
 
R.C. 4123.444 and R.C. 4123.445 require the Administrator, prior to awarding a contract 
to an investment manager, to have criminal background checks conducted on the 
investment manager’s employees who will be investing BWC funds.  The statutes 
prohibit BWC from entering into a contract with an investment manager if any employee 
of that manager who will be investing assets of BWC funds has been convicted of or 
pleaded guilty to a financial or investment crime. 
 

R.C. 4123.444:  (A) As used in this section and section 4123.445 of the Revised Code: 
 
(1) “Bureau of workers’ compensation funds” means any fund specified in Chapter 4121., 4123., 
4127., or 4131. of the Revised Code that the administrator of workers’ compensation has the authority 
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to invest, in accordance with the administrator’s investment authority under section 4123.44 of the 
Revised Code. 
 
(2) “Investment manager” means any person with whom the administrator of workers’ compensation 
contracts pursuant to section 4123.44 of the Revised Code to facilitate the investment of assets of 
bureau of workers’ compensation funds. 
 
(3) “Business entity” means any person with whom an investment manager contracts for the 
investment of assets of bureau of workers’ compensation funds. 
 
(4) “Financial or investment crime” means any criminal offense involving theft, receiving stolen 
property, embezzlement, forgery, fraud, passing bad checks, money laundering, drug trafficking, or 
any criminal offense involving money or securities, as set forth in Chapters 2909., 2911., 2913., 2915., 
2921., 2923., and 2925. of the Revised Code or other law of this state, or the laws of any other state or 
the United States that are substantially equivalent to those offenses. 
 
(B)(1) Before entering into a contract with an investment manager to invest bureau of workers’ 
compensation funds, the administrator shall do both of the following: 
 
(a) Request from any investment manager with whom the administrator wishes to contract for those 
investments a list of all employees who will be investing assets of bureau of workers’ compensation 
funds. The list shall specify each employee’s state of residence for the five years prior to the date of the 
administrator’s request. 
 
(b) Request that the superintendent of the bureau of criminal investigation and identification conduct a 
criminal records check in accordance with this section and section 109.579 of the Revised Code with 
respect to every employee the investment manager names in that list. 
 
(2) After an investment manager enters into a contract with the administrator to invest bureau of 
workers’ compensation funds and before an investment manager enters into a contract with a business 
entity to facilitate those investments, the investment manager shall request from any business entity 
with whom the investment manager wishes to contract to make those investments a list of all 
employees who will be investing assets of the bureau of workers’ compensation funds. The list shall 
specify each employee’s state of residence for the five years prior to the investment manager’s request. 
The investment manager shall forward to the administrator the list received from the business entity. 
The administrator shall request the superintendent to conduct a criminal records check in accordance 
with this section and section 109.579 of the Revised Code with respect to every employee the business 
entity names in that list. Upon receipt of the results of the criminal records check, the administrator 
shall forward a copy of those results to the investment manager. 
 
(3) If, after a contract has been entered into between the administrator and an investment manager or 
between an investment manager and a business entity for the investment of assets of bureau of 
workers’ compensation funds, the investment manager or business entity wishes to have an employee 
who was not the subject of a criminal records check under division (B)(1) or (B)(2) of this section 
invest assets of the bureau of workers’ compensation funds, that employee shall be the subject of a 
criminal records check pursuant to this section and section 109.579 of the Revised Code prior to 
handling the investment of assets of those funds. The investment manager shall submit to the 
administrator the name of that employee along with the employee’s state of residence for the five years 
prior to the date in which the administrator requests the criminal records check. The administrator shall 
request that the superintendent conduct a criminal records check on that employee pursuant to this 
section and section 109.579 of the Revised Code.  
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(C)(1) If an employee who is the subject of a criminal records check pursuant to division (B) of this 
section has not been a resident of this state for the five-year period immediately prior to the time the 
criminal records check is requested or does not provide evidence that within that five-year period the 
superintendent has requested information about the employee from the federal bureau of investigation 
in a criminal records check, the administrator shall request that the superintendent obtain information 
from the federal bureau of investigation as a part of the criminal records check for the employee. If the 
employee has been a resident of this state for at least that five-year period, the administrator may, but 
is not required to, request that the superintendent request and include in the criminal records check 
information about that employee from the federal bureau of investigation. 
 
(2) The administrator shall provide to an investment manager a copy of the form prescribed pursuant to 
division (C)(1) of section 109.579 of the Revised Code and a standard impression sheet for each 
employee for whom a criminal records check must be performed, to obtain fingerprint impressions as 
prescribed pursuant to division (C)(2) of section 109.579 of the Revised Code. The investment 
manager shall obtain the completed form and impression sheet either directly from each employee or 
from a business entity and shall forward the completed form and sheet to the administrator, who shall 
forward these forms and sheets to the superintendent. 
 
(3) Any employee who receives a copy of the form and the impression sheet pursuant to division 
(C)(2) of this section and who is requested to complete the form and provide a set of fingerprint 
impressions shall complete the form or provide all the information necessary to complete the form and 
shall complete the impression sheets in the manner prescribed in division (C)(2) of section 109.579 of 
the Revised Code. 
 
(D) For each criminal records check the administrator requests under this section, at the time the 
administrator makes a request the administrator shall pay to the superintendent the fee the 
superintendent prescribes pursuant to division (E) of section 109.579 of the Revised Code. 
 
R.C. 4123.445:  (A) The administrator of workers’ compensation shall not enter into a contract with an 
investment manager for the investment of assets of the bureau of workers’ compensation funds if any 
employee of that investment manager who will be investing assets of bureau of workers’ compensation 
funds has been convicted of or pleaded guilty to a financial or investment crime. 
 
(B) An investment manager who has entered into a contract with the bureau of workers’ compensation 
for the investment of assets of bureau of workers’ compensation funds shall not contract with a 
business entity for the investment of those assets if any employee of that business manager who will be 
investing assets of bureau of workers’ compensation funds has been convicted of or pleaded guilty to a 
financial or investment crime. 
 
(C) The administrator shall not enter into a contract with an investment manager who refuses to submit 
the list of the investment manager’s employees required under division (B) of section 4123.444 of the 
Revised Code. An investment manager shall not enter into a contract with a business entity that refuses 
to submit the list of the business entity’s employees required under division (B) of section 4123.444 of 
the Revised Code. 
 
(D) If, after a contract has been awarded to an investment manager or business entity for the 
investment of assets of bureau of workers’ compensation funds, the investment manager or business 
entity discovers that an employee who is handling the investment of those assets has been convicted of 
or pleaded guilty to a financial or investment crime, the investment manager or business entity 
immediately shall notify the administrator. 
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R.C. 3517.13(Y) and (Z) prohibits the BWC from conducting business with or awarding 
a contract, other than by competitive bidding, for goods or services costing more than 
$500 entities who, within the two previous calendar years, have made contributions 
totaling more than $1,000 to the campaign committees of the Governor or Lieutenant 
Governor or candidates for those offices. 

R.C. 3517.13:  (Y) The administrator of workers’ compensation and the employees of the bureau of 
workers’ compensation shall not conduct any business with or award any contract, other than one 
awarded by competitive bidding, for the purchase of goods costing more than five hundred dollars or 
services costing more than five hundred dollars to any individual, partnership, association, including, 
without limitation, a professional association organized under Chapter 1785. of the Revised Code, 
estate, or trust, if the individual has made, or the individual’s spouse has made, or any partner, 
shareholder, administrator, executor, or trustee, or the spouses of any of those individuals has made, as 
an individual, within the two previous calendar years, one or more contributions totaling in excess of 
one thousand dollars to the campaign committee of the governor or lieutenant governor or to the 
campaign committee of any candidate for the office of governor or lieutenant governor. 

(Z) The administrator of workers’ compensation and the employees of the bureau of workers’ 
compensation shall not conduct business with or award any contract, other than one awarded by 
competitive bidding, for the purchase of goods costing more than five hundred dollars or services 
costing more than five hundred dollars to a corporation or business trust, except a professional 
association organized under Chapter 1785. of the Revised Code, if an owner of more than twenty per 
cent of the corporation or business trust, or the spouse of the owner, has made, as an individual, within 
the two previous calendar years, taking into consideration only owners for all of such period, one or 
more contributions totaling in excess of one thousand dollars to the campaign committee of the 
governor or lieutenant governor or to the campaign committee of any candidate for the office of 
governor or lieutenant governor. 

 
VI. Fiduciary Requirements 
 
R.C. 4121.126 prohibits BWC employees and WCOC members from having any interest 
in any investment made by the Administrator or receiving any pay for the employee’s or 
member’s services.  The statute prohibits any member or person connected with the BWC 
from borrowing any of its funds or using the funds except to make necessary payments 
authorized by the Administrator.  The Administrator shall not make investments or 
purchases from or do any business with an entity that is owned or controlled by a person 
who within the preceding three years was employed by BWC or was a WCOC member, 
or was employed by or was an officer holding a fiduciary position in which the person 
was involved in decisions affecting the investment policy of BWC. 

R.C. 4121.126: Except as provided in this chapter, no member of the workers’ compensation oversight 
commission or employee of the bureau of workers’ compensation shall have any direct or indirect 
interest in the gains or profits of any investment made by the administrator of workers’ compensation 
or shall receive directly or indirectly any pay or emolument for the member’s or employee’s services. 
No member or person connected with the bureau directly or indirectly, for self or as an agent or partner 
of others, shall borrow any of its funds or deposits or in any manner use the funds or deposits except to 
make current and necessary payments that are authorized by the administrator. No member of the 
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oversight commission or employee of the bureau shall become an indorser or surety or become in any 
manner an obligor for moneys loaned by or borrowed from the bureau. 

The administrator shall make no investments through or purchases from, or otherwise do any business 
with, any individual who is, or any partnership, association, or corporation that is owned or controlled 
by, a person who within the preceding three years was employed by the bureau, a board member of, or 
an officer of the oversight commission, or a person who within the preceding three years was 
employed by or was an officer holding a fiduciary, administrative, supervisory, or trust position, or any 
other position in which such person would be involved, on behalf of the person’s employer, in 
decisions or recommendations affecting the investment policy of the bureau, and in which such person 
would benefit by any monetary gain. 

R.C. 4121.127 prohibits a BWC fiduciary from engaging in a transaction if the fiduciary 
knows that the transaction constitutes a prohibited activity, prohibits a fiduciary from 
engaging in certain activities concerning the fiduciary acting with the fiduciary’s own 
interest, and specifies circumstances in which a fiduciary will be liable to the BWC for a 
breach of fiduciary duty.   

R.C. 4121.127: (A) Except as provided in division (B) of this section, a fiduciary shall not cause the 
bureau of workers’ compensation to engage in a transaction, if the fiduciary knows or should know 
that such transaction constitutes any of the following, whether directly or indirectly: 

(1) The sale, exchange, or leasing of any property between the bureau and a party in interest; 

(2) Lending of money or other extension of credit between the bureau and a party in interest; 

(3) Furnishing of goods, services, or facilities between the bureau and a party in interest; 

(4) Transfer to, or use by or for the benefit of a party in interest, of any assets of the bureau; 

(5) Acquisition, on behalf of the bureau, of any employer security or employer real property. 

(B) Nothing in this section shall prohibit any transaction between the bureau and any fiduciary or party 
in interest if both of the following occur: 

(1) All the terms and conditions of the transaction are comparable to the terms and conditions that 
might reasonably be expected in a similar transaction between similar parties who are not parties in 
interest. 

(2) The transaction is consistent with fiduciary duties under this chapter and Chapters 4123., 4127., 
and 4131. of the Revised Code. 

(C) A fiduciary shall not do any of the following: 

(1) Deal with the assets of the bureau in the fiduciary’s own interest or for the fiduciary’s own account; 
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(2) In the fiduciary’s individual capacity or in any other capacity, act in any transaction involving the 
bureau on behalf of a party, or represent a party, whose interests are adverse to the interests of the 
bureau or to the injured employees served by the bureau; 

(3) Receive any consideration for the fiduciary’s own personal account from any party dealing with the 
bureau in connection with a transaction involving the assets of the bureau. 

(D) In addition to any liability that a fiduciary may have under any other provision, a fiduciary, with 
respect to bureau, shall be liable for a breach of fiduciary responsibility in any the following 
circumstances: 

(1) If the fiduciary knowingly participates in or knowingly undertakes to conceal an act or omission of 
another fiduciary, knowing such act or omission is a breach; 

(2) If, by the fiduciary’s failure to comply with this chapter or Chapter 4123., 4127., or 4131. of the 
Revised Code, the fiduciary has enabled another fiduciary to commit a breach; 

(3) If the fiduciary has knowledge of a breach by another fiduciary of that fiduciary’s duties under this 
chapter and Chapters 4123., 4127., and 4131. of the Revised Code, unless the fiduciary makes 
reasonable efforts under the circumstances to remedy the breach. 

(E) Every fiduciary of the bureau shall be bonded or insured for an amount of not less than one million 
dollars for loss by reason of acts of fraud or dishonesty. 

(F) As used in this section, “fiduciary” means a person who does any of the following: 

(1) Exercises discretionary authority or control with respect to the management of the bureau or with 
respect to the management or disposition of its assets; 

(2) Renders investment advice for a fee, directly or indirectly, with respect to money or property of the 
bureau; 

(3) Has discretionary authority or responsibility in the administration of the bureau. 

R.C. 109.981 authorizes the Attorney General to maintain a civil action against a voting 
member of the WCOC who breaches the member’s fiduciary duty to the BWC for harm 
resulting from that breach, and allows the WCOC to retain independent legal counsel if 
informed of an allegation that the entire WCOC has breached its fiduciary duty to the 
BWC. 

If a voting member of workers’ compensation oversight commission breaches the member’s fiduciary 
duty to the bureau of workers’ compensation, the attorney general may maintain a civil action against 
the board member for harm resulting from that breach. Notwithstanding section 4121.128 of the 
Revised Code, after being informed of an allegation that the entire oversight commission has breached 
its fiduciary duty, the oversight commission may retain independent legal counsel, including legal 
counsel provided by the oversight commission’s fiduciary insurance carrier, to advise the board and to 
represent the board. The attorney general may recover damages or be granted injunctive relief, which 
shall include the enjoinment of specified activities and the removal of the member from the board. Any 
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damages awarded shall be paid to the bureau. The authority to maintain a civil action created by this 
section is in addition to any authority the attorney general possesses under any other provision of the 
Revised Code. 
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I.  Purpose 
 
It is the policy of the Ohio Bureau of Workers’ Compensation (“OBWC”) to ensure that 
the selection of investment management firms to provide investment management 
services to the State Insurance Fund (the “Fund”) is based on the merits of such firms and 
not on the political contributions made by such firms.  This policy is designed to protect 
the beneficiaries of the Fund by: 
 
 Prohibiting investment management firms from being engaged to provide investment 

management services to the Fund if certain political contributions have been made; 
and 

 
 Requiring investment management firms that provide or are applying to provide 

investment management services to the Fund to disclose certain political 
contributions, as well as other information, thereby allowing meaningful public 
scrutiny of the selection of investment management firms. 

 
This policy is not intended to limit participation in the political process by investment 
management firms.  This policy is limited to OBWC selection of investment management 
firms to provide investment management services to the Fund.  This policy does not 
adopt political contribution limitations that have any impact or effect other than for the 
purpose of OBWC selection of investment management firms.  To the extent that this 
policy may provide political contribution limitations that are different than State or 
Federal law, the policy is not intended to supersede State or Federal law on political 
contributions, but is limited to the investment objectives of OBWC.  Investment 
management firms shall adhere to the political contribution requirements of this policy 
only to the extent that the firms desire to be eligible to provide investment management 
services to the Fund. 
 
II.  Definitions 
 
The following words and terms, when used in this policy, shall have the following 
meanings, unless the context clearly indicates otherwise: 
 
A. “Control” means to possess, directly or indirectly, influence or authority over another. 
 
B. “Investment management firm” means one or more natural persons, corporations, 
partnerships or other entities, incorporated or unincorporated, that provide investment 
management services. 
 
C. “Investment management professional” means: 
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 1. Any person associated with an investment management firm who is primarily 
engaged in the provision of investment management services; 
 
 2. Any person associated with an investment management firm involved in client 
development or the solicitation of business for investment management services from 
pension fund clients; 
 
 3. Any person associated with an investment management firm who is a supervisor 
of any person described in 1 or 2 above, up through and including the Chief Executive 
Officer or similarly situated official; or 
 
 4. Any person associated with an investment management firm who is a member of 
such firm’s executive or management committee or similarly situated officials, if any. 
 
D. “Investment management services” means: 
 
 1. The business of making or recommending investment management decisions for 
or on behalf of Fund clients; 
 
 2. The business of advising or managing a separate entity which makes or 
recommends investment management decisions for or on behalf of Fund clients; or 
 
 3. The provision of financial advisory or consultant services to Fund clients. 
 
E. “Payment” means any gift subscription, loan, advance, or deposit of money or 
anything of value. 
 
F. “Political contribution” means any gift, subscription, loan, advance, or deposit of 
money or anything of value made: 
 
 1. For the purpose of influencing any election for State office, including the 
Governor and Lieutenant Governor, Attorney General, Auditor of State, Secretary of 
State, Treasurer of State, and Supreme Court Justices; 
 
 2. For the purpose of influencing any election for local office by a person who is 
also a State official or an employee or advisor of either the State or a State official; 
 
 3. For payment of debt incurred in connection with any such election; or 
 
 4. For transition or inaugural expenses incurred by the successful candidate in any 
such election. 
 
G. “Political party” means any political party or political committee organized in this 
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State, including county and “independent” committees and legislative campaign funds. 
 
H. “State” means the State of Ohio. Communication with the State includes 
communication with its officers and employees. 
 
I. “State official” means any person (including any election or political action 
committee for such person) who was, at the time of the political contribution, an 
incumbent, candidate or successful candidate for Governor and Lieutenant Governor, 
Attorney General, Auditor of State, Secretary of State, Treasurer of State, and Supreme 
Court Justices, or for a seat in the Legislature. Communication with a State official 
includes communication with the employees and advisors of such official. 
 
J. “Third party solicitor” means a third party lobbyist who solicits investment 
management business through direct or indirect communication with the State or a State 
official on behalf of an investment management firm, but does not include any person 
whose sole basis of compensation from the investment management firm is the actual 
provision of legal, accounting, engineering, real estate or other professional advice, 
services or assistance. 
 
III.  Restrictions 
 
A. OBWC shall not engage an investment management firm to provide investment 
management services for the benefit of the Fund and shall terminate the contract of any 
investment management firm if, within the twelve months prior to such engagement or 
during the term of such engagement, any political contribution or payment to a political 
party covered by this policy has been made or paid by: 
 
 1. The investment management firm; 
 
 2. Any investment management professional associated with such investment 
management firm; 
 
 3. Any third party solicitor associated with such investment management firm; or 
 
 4. Any political action committee controlled by the investment management firm or 
an investment management professional of such investment management firm. 
 
B. The provisions of this policy shall not, however, prohibit the investment management 
firm from being engaged to provide investment management services to the Fund if the 
only political contributions made by a person noted above within the twelve months prior 
to, and during, any such engagement were or are made by the contributor to State 
officials for whom the contributor was or is entitled to vote. Political contributions made 
by a contributor, pursuant to this subsection, shall not exceed $250.00 per State official, 
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per election. 
 
C. The provisions of this policy shall not, however, prohibit the investment management 
firm from being engaged to provide investment management services to the Fund if the 
only payments to any political party made by a person noted above within the twelve 
months prior to, and during, any such engagement did or do not exceed $250.00 per 
political party, per year. 
 
D. The provisions of this policy shall apply to political contributions and payments to 
political parties made by any individual or entity for the 12-month period prior to such 
individual or entity becoming an investment management firm, investment management 
professional or third party solicitor. 
 
IV.  Solicitations 
 
A. Any investment management firm, investment management professional or third 
party solicitor that is engaged or is seeking to be engaged in providing investment 
management services to the Fund shall not: 
 
 1. Solicit any person or political action committee to make a political contribution or 
payment to a political party; 
 
 2. Coordinate political contributions or payments to a political party; 
 
 3. Fund political contributions or payments to a political party made by third parties, 
including consultants, attorneys, family members or persons controlling the investment 
management firm; or 
 
 4. Engage in any exchange of political contributions or payments between State 
officials or political parties to circumvent the intent of this policy. 
 
V.  Indirect violations 
 
No investment management firm, investment management professional or third party 
solicitor shall, directly or indirectly, through or by any other person or means, do any act 
which would violate the provisions of this policy. 
 
VI.  Reporting 
 
A. Each investment management firm that seeks to be engaged to provide investment 
management services to the Fund shall designate those persons who qualify as investment 
management professionals. 
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B. Each investment management firm that is engaged to provide investment 
management services to the Fund shall, by the last day of the month following the end of 
each calendar quarter, send to OBWC the following information: 
 
 1. Any updates to designations of persons who qualify as investment management 
professionals; 
 
 2. For all political contributions and payments to political parties in the State made 
by persons described in this policy, excluding any political contribution or payment to a 
political party made pursuant to Paragraphs III. B. and III. C. of this policy: 
 
  i. The name and address of the contributor; 
 
  ii. The name and title of each State official or political party receiving the 
political contribution or payment; 
 
  iii. The amount of the political contribution or payment to the political party; and 
 
  iv. The date of the political contribution or payment to the political party. 
 
 3. Whether any political contribution or payment to a political party listed in (b) 
above is the subject of an exemption pursuant to Paragraph X. of this policy and the date 
of such exemption; and 
 
 4. For any payment made to a third party solicitor: the name and business address of 
the recipient, the services provided by the recipient, the compensation arrangement 
between the investment management firm and the recipient, and the total dollar amount 
of payments made during the report period. 
 
C. Each investment management firm seeking to be engaged to provide investment 
management services to the Fund shall send to OBWC quarterly disclosure reports as 
provided in this policy for a period of time which is the lesser of two years or from the 
effective date of this policy, prior to the date of its application or proposal to provide 
investment management services to the Fund. 
 
D. No investment management firm shall be required to report to OBWC for any 
calendar quarter in which such investment management firm has no information that is 
required to be reported pursuant to this policy for such calendar quarter. 
 
E. Once a political contribution or payment to a political party or third party solicitor has 
been disclosed on a report, the investment management firm need not disclose that 
particular contribution or payment on subsequent reports. 
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F. Each investment management firm seeking to be engaged to provide investment 
management services to the Fund shall report the information required by this section on 
forms provided by OBWC. 
 
G. It is prohibited for any employee of OBWC to receive any form of compensation, 
gratuity, gift, service or payment in connection with the hiring or retention of any 
investment management firm by OBWC, any investment management professional 
associated therewith or third party solicitor related thereto.  This policy shall include any 
and all compensation, gratuity, service or payment from such investment management 
firm, investment management professional or third party solicitor made to an immediate 
family member of an employee of OBWC.  For the purposes of this policy, “immediate 
family” shall mean a person’s spouse, child, parent, or sibling residing in the same 
household. 
 
VII.  Public disclosure 
 
OBWC shall make public a copy of each report received from an investment 
management firm within 30 days of its receipt or as otherwise required by law. 
 
VIII.  Additional information 
 
OBWC will accept additional information related to political contributions, payments to 
political parties and payments to third party solicitors voluntarily submitted by 
investment management firms or others. 
 
IX.  Contract termination 
 
OBWC shall provide in each contract with an investment management firm that a 
violation of the provisions in this policy shall be cause for immediate termination of such 
contract. 
 
X.  Exemptions 
 
A.  An investment management firm that is prohibited from being engaged to provide 
investment management services to the Fund pursuant to this policy may exempt itself 
from such prohibition upon satisfaction of the following requirements: 
 
 1. The investment management firm must have discovered the political contribution 
or the payment to a political party that resulted in the prohibition on business within four 
months of the date of such contribution or payment; 
 
 2. Such political contribution or payment to a political party must not have exceeded 
$250.00; and 
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 3. The contributor must obtain a return of the political contribution or payment to 
the political party within 60 calendar days of the date of discovery of such contribution or 
payment. 
 
B. An investment management firm is entitled to no more than two exemptions for every 
12-month period. 
 
C. An investment management firm may not utilize more than one exemption relating to 
political contributions or payment to a political party by the same investment 
management professional or third party solicitor regardless of the time period. 
 
XI.  Effectiveness 
 
The prohibitions and disclosures in this policy arise only from political contributions, 
payments to political parties or payments to third party solicitors made or paid on or after 
the effective December 1, 2005.  The reporting requirements found in this policy, as 
applicable, shall take effect January 1, 2006. 
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POLITICAL CONTRIBUTION DISCLOSURE STATEMENT   
and  

ACKNOWLEDGEMENT OF REPORTING REQUIREMENTS 
 
 

All investment management firms that provide or are applying to provide investment 
management services to the State Insurance Fund  (the “Fund”) are required to disclose 
certain political contributions and report other information as set forth in the Ohio Bureau of 
Workers’ Compensation’s (“OBWC”) Statement of Investment Policy and Guidelines (the 
“Policy”).  Such statement is to be filed with the OBWC. 
 
(Name of firm) affirms that, as applicable to (name of firm) no party listed in Division (I), 
(J), (Y), or (Z) of Section 3517.13 of the Ohio Revised Code or spouse of such party has 
made, as an individual, within the two previous calendar years, one or more contributions 
totaling in excess of $1,000 to the Governor or lieutenant governor or to the campaign 
committee of any candidate for the office of governor or lieutenant governor.   
 
(Name of firm) affirms that (name of firm), no investment management professional 
associated with (name of firm), no third party solicitor associated with (name of firm); and no 
political action committee controlled by (name of firm) or an investment management 
professional of such investment management firm, has made any political contribution or 
payment to a political party covered by OBWC’s Policy within the 12-month period prior to 
(name of firm) ‘s  engagement with the OBWC to provide investment management services 
for the benefit of the Fund.   
 
(Name of firm) understands that it shall not: 1) solicit any person or political action 
committee to make a political contribution or payment to a political party; 2) coordinate 
political contributions or payments to a political party; 3) fund political contributions or 
payments to a political party made by third parties, including, but not limited to, consultants, 
attorneys, family members or persons controlling (name of firm); 4) engage in any exchange 
of political contributions or payments between State officials or political parties to 
circumvent the Policy; or 5) directly or indirectly, through or by any other person or means, 
do any act which would violate the Policy. 
 
(Name of firm) understands that it shall designate those persons who qualify as investment 
management professionals, and shall, by the last day of the month following the end of each 
calendar quarter, send to the OBWC, the following information:  1) Any updates to 
designations of persons who qualify as investment manager professional; 2) For all political 
contributions and payments to political parties: (i) the name and address of the contributor; 
(ii) the name and title of each State official or political party receiving the political  
contribution or payment; (iii) the amount of the political contribution or payment to the 
political party; and (iv) the date of the political contribution or payment to the political party; 
3) Whether any political contribution or payment to a political party is the subject of an 
exemption as set forth in the Policy; and 4) For any payment made to a third party solicitor: 
the name and business address of the recipient, the services provided by the recipient, the 
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compensation arrangement between (name of firm) and the recipient, and the total dollar 
amount of payments made during the report period.   
 
(Name of firm) understands that it shall send to the OBWC quarterly disclosure reports as 
provided in the Policy, for a period of time which is the lesser of two years or from the 
effective date of the Policy, prior to the date of its application or proposal to provide 
investment management services to the Fund.   
 
(Name of firm) agrees that a violation of the provisions in the Policy shall be cause for 
immediate termination of its contract with the BWC.  
 
(Name of firm) understands that the BWC is required to make its disclosure reports public.  
 

The prohibitions and required disclosures set forth in this statement 
 arise only from political contributions, payments to political parties or payments 

made to third party solicitors made or paid on or after December 1, 2005. 
  The reporting requirements are effective January 1, 2006. 

 
 

(Name of Firm) 
Tax I.D. No.  
 
____________________________     _____________________ 
(Signature of Officer or Agent)     Date 
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Model of infrastructure data to be provided to the IC 
 
To:  The Commissioners of the Investment Committee 
 
The following is a model of portfolio and operational information that is needed by Investment Committee 
in order that the body can function effectively and comply with its fiduciary duties.  The Chief Investment 
Office will be responsible for the delivery of such information. 
 
Based upon my experiences, of being chairman, committee member and CIO of various insurance 
companies, pensions and foundations, these reports are standard and ordinary.   
 
It is anticipated that the CIO may not be fully compliant with the first reporting, but that with the passage of 
a reporting cycle the reports will be compliant and will continue to improve over the ensuing years. 
 
I will be bringing the following motion to the next Investment Committee: 
I move that the Investment Committee direct the CIO report the following information.  Such list can be 
modified to meet the needs of the organization, but the theme of full portfolio and operational disclosure is 
maintained. 
 
Respectfully submitted, 
 
 
Michael C. Koetters 
 
 
 
 
 

Monthly Report to IC  -  12 reports annually  
• CIO written staff report  -  activities, issues, concerns and action plan 
• Portfolio Performance vs. Benchmark by Asset Class by Manager 
• Asset changes by manager -  monthly, YTD 

 
Quarterly Report to IC – 4 reports annually 

• Review Progress on Goals and Action Plan 
• Sarbanes-Oxley report – CIO Certification and report 
• Economic Review  
• Budget vs. Actual  -   

o Qtr and YTD  
o For Cash Flow, Investment Income, Dept Expenses 

 
 

1st Quarter Reporting  -  July, August and September 
 

• Auditor Report  
o Internal auditor 
o External Auditor 

• B-Team list – Managers in the wings 
• CIO’s Annual Report 

o Year in Review – portfolio performance 
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o Environment 
o Outlook 
o Progress on last year’s goals – outlook for next year’s goals 

 
 
2nd Quarter Reporting  -  October, November and December 
 

• Annual Manager Review 
• Annual Staff Personal Review 
• Annual Fee and Performance Review 

o Managers, Consultants, Custodian vs.  Benchmark 
• Legal Review 
• IT Review 

 
 
3rd Quarter Reporting  -  January, February and March 
 

• Review of investment duties and authorities of 
o WCOC, IC, CEO, and CIO 

• Annual Economic and interest rate outlook 
• Annual Review of customized benchmark for fixed income 

o Sensitivity analysis 
 
 
4th  Quarter Reporting  -  April, May and June 
 

• Portfolio asset allocation review and recommendation 
• Asset/Liability study review and recommendation 
• Investment Policy and Mission statement review and recommendation 
• Annual Goals and Action for next fiscal year 

o Need to support the mission of the BWC 
• Annual Budget for next fiscal year  

o Net Income 
o Cash Flow 
o Assets under management 
o Operational Expenses 

 Staff expenses 
 Consultants 
 Custodian 
 Others 

o Capital Expenditures 
o Personnel staffing positions (additions/deductions) 

• Review of Internal and External Auditor 
o Pre- audit preparation report on audit focus and review of prior audit 

• Certification by Staff and CIO of no-conflict of interest 
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