
The next WCOC Investment Committee meeting is scheduled for: 
May 25, 2006 
William Green Building, Level 2, Room 2 
2:00 P.M. 

 

 

 

Agenda 
April 27, 2006 

William Green Building, Level 2, Room 2 
8:00 a.m. 

 
 
Old Business 

 
Approval of previous meeting minutes ........................... Mike Koetters 

Portfolio performance reports ....................................... Mark Brubaker 

Motion – Recommendation to have Appendix XIII –   

 Campaign Contribution Policy - of Investment  

 Policy Statement approved by WCOC 

 ......................................................... Mark Brubaker/Mike Koetters 

D & O Insurance .................................................................... Tom Sico 

Investment Division – Staffing (executive session)........... Barb Young 

 

New Business 

Private equity RFP .............................................................Lee Damsel 

Fixed income customized benchmark ......................... Mark Brubaker 

Communications plan..................................................Jeremy Jackson 

 

Note:  Written reports provided – no prepared presentations     

 CIO Monthly Report 

 Financial & Operational Report Package 

 Management Fees 

 MRT Progress Report 

 .................................... Lee Damsel will be available for questions 

 

Adjournment 

Adjourn ............................................................................. Mike Koetters 
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WORKERS’ COMPENSATION OVERSIGHT COMMISSION 
INVESTMENT COMMITTEE 

 
MARCH 30, 2006, 10:30 A.M. 

WILLIAM GREEN BUILDING 
THE NEIL SCHULTZ CONFERENCE CENTER 

30 WEST SPRING ST., 2nd  FLOOR (MEZZANINE) 
COLUMBUS, OHIO 43215 

 
 
 
Members Present: Michael Koetters, Chairman 
   Denise Farkas 
   Edwin McCausland 
   Bill Sopko 
 
Members Absent:  None 
 
Other Oversight Commission Members:   
   Mary Beth Carroll 
   Thomas Bainbridge, Jr.  
 
Others in attendance at the invitation of the Committee: 
   Cathy Moseley, Chief of Staff 
   Tracy Valentino, Chief Finance Officer 
   Barb Young, Chief Human Resources Officer 
   Lee Damsel, Interim Chief Investment Officer 
   John Williams, Esq., Assistant Attorney General  
   Ian Lanoff, Esq., Groom Law Group 
   Karen Huey, Esq., Liaison to the Governor’s Office 
   James Barnes, Esq., Chief Legal Officer 
   Tom Sico, Esq., Director of Legal Operations 
   Larry Rhodebeck, Esq., Legal Operations & Secretary for the meeting 
   Susan Hanley, Administrative Assistant, Chief of Staff 
   Mark E. Brubaker, Wilshire Consulting  
 
Public Meeting – Others in attendance not recorded 
 
 
ROLL CALL  
 
 Mr. Koetters called the meeting to order and reported that there was a quorum of the 
Investment Committee. 
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OLD BUSINESS 
 
MINUTES OF JANUARY 19, 2006 
 
 After discussion, motion, and second, the minutes of the meeting of January 19, 2006, 
were unanimously approved.  
 
 
MOTION—RECOMMENDATION TO HAVE THE INVESTMENT POLICY BE 
APPROVED BY THE OVERSIGHT COMMISSION  
 
 After discussion, motion, and second, the recommendation to submit the Investment 
Policy to the Oversight Commission was unanimously approved.  
 
 
MOTION—RECOMMENDATION TO HAVE THE INVESTMENT COMMITTEE 
CHARTER BE APPROVED BY THE OVERSIGHT COMMISSION  
 
 After discussion, motion, and second, the recommendation to submit the Investment 
Committee Charter to the Oversight Commission was unanimously approved.  
 
 
PORTFOLIO PERFORMANCE REVIEW 
 
 Mark Brubaker, Wilshire Consulting reviewed the performance of the State Insurance 
Fund portfolio. 
 
 
MOTION—RECOMMENDATION TO HAVE  PRIVATE EQUITY ASSET RECOM-
MENDATION OF WILSHIRE CONSULTING BE APPROVED BY THE OVERSIGHT 
COMMISSION  
 
 After discussion, motion, and second, the Private Equity Asset Recommendation of 
Wilshire Consulting was unanimously approved.  
 
 
RECESS 
 
 Mr. Koetters recessed the meeting at 11:00 A. M.  
  
 
INVESTMENT DEPARTMENT—STAFFING (EXECUTIVE SESSION) 
 
 Mr. Koetters called the meeting to order at 2:30 p. m. 
 
 A motion was made, seconded, and unanimously approved that the Investment 
Committee enter executive session for a discussion of human resources issues with Barb Young, 
Chief Human Resources Officer.  
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DIRECTOR AND OFFICER INSURANCE  
 
 The Investment Committee adjourned from executive session. 
 
 Tom Sico, Director of Legal Operations, reported on fidelity bonds, director and officer 
liability insurance, and state officer indemnification. Mr. Sopko noted that these issues had been 
pending since a request made to Mr. Sico in August 2005. Mr. Sopko further noted that there had 
been little development and that Mr. Sico should bring these issues to a conclusion. Finally, it 
was requested that Mr. Sico explore the possibility of having BWC indemnify the members of 
the Oversight Commission and its committees. In reply, Mr. Sico stated he would be receiving 
further information next week on insurance and bonding from the Department of Administrative 
Services. On the final point, Mr. Sico replied that all state officers and employees receive 
immunity under Ohio Revised Code §9.86 for actions taken within their scope of employment or 
official responsibilities.  
 
 
NEW BUSINESS—WRITTEN REPORTS 
 
 Lee Damsel, Interim Chief Investment Officer, reviewed the reports for the Investment 
Committee, including the CIO Monthly Letter, the Management Review Team Progress Report, 
and the Portfolio Performance Report. 
 
 Ms. Damsel stressed that the Wilshire reports must go directly to the members of the 
Oversight Commission and that BWC would not be the conduit for the Wilshire reports. As a 
courtesy, Cathy Moseley, Chief of Staff, would be including copies of the Wilshire reports in the 
monthly packets of information distributed to the Oversight Commission. 
 
 
APRIL MEETING  
 
 Mr. Koetters reported that the next meeting of the Investment Committee would be held 
April 27, 2006. 
  
 
ADJOURNMENT 
 
 There was a motion and second to adjourn and Mr. Koetters adjourned the meeting. 
 
 
 
 
Prepared by: Larry Rhodebeck, BWC Attorney 
H:\Word\ldr\WCOC InvC 0306.doc 
April 11, 2006 



April 27, 2006

John Kirby
Suzanne Lee
James E. Thorsen, CFA

Click to edit Master subtitle style

Ohio Bureau of Workers Compensation
Securities Lending
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Why Securities Lending?

Widely accepted practice
 As of 3/31/06, State Street Global Advisors (BWC Securities Lending Agent) manages $40.7 billion of passive fixed 

income funds; of which 95% is lended and 5% is non-lended. 

Low-risk when properly managed

Effective investment strategy to earn additional revenue on existing portfolios

SSGA PASSIVE FIXED INCOME
 CTF Inception Date: December 2000

 CTF Revenue (bps): 1-year = 5.8 3-year = 6.2 5-year = 7.2

 BWC/SSgA Lending Split: 80/20

 Lending of Treasury, US Agency and Credit accounts for approximately 60% of Portfolio.

Lending of BWC % of Position on 
Loan

Actual                   
US Treasury

Actual                  
US Agency

Estimated 
Credit Total

ACTUAL $3,992 $373 $785 $5,150 

Potential Lending Amount $4,000 $1,800 $3,750 $9,550 
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Lenders

> Mutual funds
> Pension funds
> Pooled investment

vehicles
> Insurance funds
> Endowments
> Foundations
> Corporate treasuries
> Central banks
> Offshore Entities

Lending Agent

State Street

Borrowers

> Broker / dealers
> Securities subsidiaries of

U.S. and European banks
> Highly capitalized

foreign banks

Market Participants
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Operational Procedures

Collateralization with daily mark-to market / income collection

Indemnification vs. Operational loss

Counterparty Credit Risk Management

Counterparty selection and review

Collateral maintenance

Indemnification vs. counterparty default

Collateral Reinvestment

Conservative investment guidelines

Approved issuers tracked by dedicated team of analysts

Asset / Liability Management

Management of interest rate risk, liquidity of collateral portfolios

Risk Management
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Typical Securities Lending Transaction
Overview

Loan is initiated1

Terms are negotiated2

Borrower delivers collateral to lending agent3

Cash collateral is invested5

Securities are returned7

Daily mark-to-markets are performed6

Loan is closed8

Securities are delivered through clearing agent4
Transaction
in progress

Closing
transaction

Initiating
transaction
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Typical Lending Transaction
Initiating Transaction

1. Loan is initiated
 Typically, a borrower contacts the trading desk or an on-line lending platform

2. Terms are negotiated
 Collateral type

 Cash

 Non-Cash

 Rebate or Premium rate

 Rebate rate is the percentage used to determine the amount of interest paid back to the borrower and 
is based on the prevailing overnight rate.  The more in-demand a security is, the lower the rebate rate 
will be.

 Premium rate is the “fee” charged to the borrower for pledging non-cash collateral 

 Duration (if applicable)

 Most loans are open, with no fixed period for the loan

 Some loans are term loans, where the borrower agrees to a fixed time frame and fixed rebate rate

 Some loans are matched term, where SSgA purchases a fixed rate security with a maturity date the 
same as the termination date for the loan

 Dividend / Reclaim rate

 These are not negotiated, per se, but are verified at the beginning of the loan 
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Typical Lending Transaction
Transaction in Progress

3. Borrower delivers collateral to lending agent
 102% for U.S. corporate and government securities and for non-U.S.

fixed income

4. Securities delivered through clearing agent
 Fed, DTC, Euroclear, and other sub-custodians

 Title and voting rights are transferred to the borrower

 Borrower can sell or re-lend the borrowed securities during the life of the loan

 Borrower agrees to:

 Return the loaned securities, 

 Secure the loan with collateral, 

 Pay any user fees, and 

 Remit to the lender any dividends, coupon interest or other distributions that occur during the 
time the securities are on loan
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Typical Lending Transaction
Transaction in Progress

5. Cash collateral is invested

 SSgA’s Global Collateral Management unit utilizes investment pools to generate returns

6. Daily mark-to-markets are performed

 Maintaining collateral at appropriate levels with each borrower
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Typical Lending Transaction
Closing Transaction

7. Securities are returned

 Borrower delivers securities back to securities finance, and collateral is then
returned to borrower

8. Loan is closed



Appendix A: Biographies
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John Kirby 

John is a Principal of State Street Global Advisors. He is head of the 
firm's Fixed Income Index team. He has managed the product since
1999 and portfolios within the group since 1997. In addition to portfolio 
management, John's responsibilities include risk management and 
product development. He has been working in the investment 
management field since 1983 and has more than 15 years of 
experience in the fixed income markets. 

Prior to joining SSgA in 1995, John was with Lowell Blake & 
Associates in Boston, where he was a Portfolio Manager, responsible 
for client relations and the firm's fixed income investments. Before this 
he was a portfolio manager/fixed income analyst with Shawmut Bank 
and asset/liability risk specialist at CambridgePort Savings. 

John holds a Bachelors Degree from Boston College and an MBA 
from the Sawyer School of Management at Suffolk University. He 
served as a member of a municipal retirement board for ten years and 
currently serves on the SSgA Fiduciary Advisory Committee and is a 
member of the Lehman Brothers Index Advisory Council. 

Biographies

James E. Thorsen, CFA

Jim is a Principal of State Street Global Advisors and Team 
Leader for SSgA’s Public Funds Client Service. Prior to joining 
SSgA, Jim was Deputy General Treasurer of Finance for the State 
of Rhode Island. In this position, he was responsible for the state's 
cash and debt management, as well as pension fund investment 
operations. He subsequently served for six years as a governor-
appointed Trustee member of the Rhode Island State Investment 
Commission, the seven member state board that oversees all 
state investments.  Jim currently serves as Vice Chair of the 
Tobacco Settlement Financing Corporation.  

Jim was previously a Public Finance Investment Banker with Alex.
Brown & Sons and First Union Securities from 1987 to 1995. 

Jim graduated from Boston College with a BA in Economics and 
Political Science. He received his MBA in Finance from the 
Kenan-Flagler Business School at the University of North Carolina 
at Chapel Hill. 

He earned the Chartered Financial Analyst designation and is a 
member of the Boston Security Analysts Society. 



Ohio Bureau of  Workers’ Compensation
Private Equity RFP Update

April 27, 2006



Private Equity RFP Update 
Proposed Timeline

RFP ACTION ITEM TIMELINE 

OVERSIGHT COMMISSION MEETING APRIL 27
Send RFP Advertisement to Newspapers/Journal APRIL 27

Issue RFP MAY 16

Open period for respondent’s questions via email MAY 16 – 19

WCOC responds to questions via website MAY 22 – 26

OVERSIGHT COMMISSION MEETING MAY 25

DEADLINE FOR RFP PROPOSALS (2:00 PM) JUNE 15

BWC staff initial review of proposals JUNE 16 – 26

OVERSIGHT COMMISSION MEETING JUNE 22
Evaluation Committee review / finalists identified JUNE 27-JULY 10

Finalist Interviews JULY 13

Regrade finalists / Notify final candidate JULY 17

On-Site visit of finalist JULY 25

WCOC MEETING PACKET DEADLINE AUGUST 15

OVERSIGHT COMMISSION MEETING – WCOC Approval of Finalist AUGUST 24



Private Equity RFP Evaluation Committee

Composition:
Four member Evaluation Committee
2 WCOC Investment Committee Members - ?, ?
BWC CIO - Lee Damsel
Wilshire Consultant - Marc Friedberg

Critical Dates:
WCOC Investment Committee members required availability 
dates to finalize RFP timeline
Scoring June 27 – July 10, 2006
Interview Finalists July 13, 2006
Regrade Finalists July 17, 2006



Ohio Bureau of Workers’ Compensation
Management Review Team

Action Report



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    4/27/06         
investment rules and responsibilities of key parties

MRT 15c WCOC should review and amend their investment policy after the review of the 4/27/06;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 4/27/06

investment funds
MRT 34 WCOC Investment Committee to review and implement private equity reporting 4/27/06

requirements
MRT 35 WCOC, WCOC Investment Committee, and BWC Investment Division will update         4/27/06    

Investment Policy to include verification of manager qualifications
MRT 36 WCOC and WCOC Investment Committee will incorporate private equity 4/27/06

recommendations into the new Investment Policy
MRT 37 WCOC will update all policies in Investment Policy to include fiduciary training 4/27/06
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 (COMPLETED)

MRT 7e Audit practices should reflect basic SARBANES OXLEY requirements 3/30/06

MRT 8 WCOC establishes procedures with external auditor (Assigned by Auditor of 3/30/06

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 3/30/06



Management Review Team Recommendations

WORKERS’ COMPENSATION OVERSIGHT COMMITTEE

MRT 32c WCOC to set up a committee structure to include an Actuary Committee 6/30/06

MRT 39 WCOC will form an Actuary Committee to report regularly to the  6/30/06

Investment Committee



0

Ohio Bureau of Workers 
Compensation
April 27, 2006

Ross McLellan – Managing Director

Ohio Bureau of Workers 
Compensation
April 27, 2006

Ross McLellan – Managing Director
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Summary of Ohio Portfolio TransitionSummary of Ohio Portfolio Transition
> Ohio Bureau of Workers Compensation (“BWC”) transitioned $15.5 

billion in assets from US equities, International equities and Active Fixed 
Income to the passive SSgA Lehman Aggregate Index Fund

> Transition was completed in six different tranches from January to 
March of 2006

> Assets were moved into the Index fund on two major funding dates
(March 3rd and March 27th) with residual cash balances moving in 
throughout the month

> Each tranche was traded separately based on timeline that was agreed to 
by all parties prior to the start of the transition

> Performance and cost was calculated separately for each tranche

Tranche Termination Date Funding Date
T1 28-Dec-06 03-Mar-06
T2 30-Dec-06 03-Mar-06
T3 28-Dec-06 03-Mar-06
T4 18-Jan-06 03-Mar-06
T5 31-Jan-06 27-Mar-06
T6 13-Feb-06 27-Mar-06
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Summary of Ohio Portfolio Transition Summary of Ohio Portfolio Transition 
(continued)(continued)
> Costs were calculated by using the “T-Standard” – All securities 

were valued at the closing price prior to the start of the transition 
and compared to the value that eventually went into the Lehman 
Aggregate Index Fund.  The return from each tranche was 
compared to the Lehman Aggregate Index during that tranche



3

Scope of Ohio BWC Performance TransitionScope of Ohio BWC Performance Transition
> $15 billion transition would have ranked Ohio BWC as State Street’s third 

largest transition in 2005 and eight largest all time
> An average transition for State Street has the following characteristics:

* Transition Costs defined on Page 9

Average Ohio BWC

Size $462 Million $15 Billion
Turnover Ex 

In-kinds $674 Million $27.2 Billion

Costs* 24.2 basis points 17.3 basis points

Timeframe 3 Days 3 Months
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Result of SSGM Transition Result of SSGM Transition 
> Distribution of expected Results are below

Expected Cost of Transition

(90) (80) (70) (60) (50) (40) (30) (20) (10) - 10 20 30 40 50 60 70 80 90 100 110 120 130 140

Cost of Transition (bps)

Mean Result
BWC Result

>Expected cost prior to the start of the transition was 26 basis points             
+/- 44 basis points for opportunity cost
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Total Costs Breakdown by MonthTotal Costs Breakdown by Month
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Total Transition ResultsTotal Transition Results

Transition Tranche Starting Value Transition Return Lehman Agg Return T-Standard Costs

Tranche 1 1,258,039,781$    -0.19% -0.53% -0.34%

Tranche 2 2,915,354,040$    -1.17% -0.50% 0.67%

Tranche 3 1,581,504,440$    -0.72% -0.95% -0.23%

Tranche 4 1,375,417,466$    0.31% -0.23% -0.54%

Tranche 5 6,921,464,572$    -0.35% -0.04% 0.31%

Tranche 6 1,317,239,711$    0.47% 0.54% 0.07%

Totals 15,369,020,010$  -0.40% -0.23% 0.17%
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Trading by Execution MethodTrading by Execution Method

Execution Method Market Values - Buys Market Values - Sells %

Fixed Income In-Kinds 4,053,267,518$               4,053,267,518$      23.0%

Internal Cross Trades -$                                 2,798,167,381$      7.9%

External Cross Trades 591,606,266$                  2,355,673,857$      8.4%

Equity Market Trades -$                                 1,980,665,299$      5.6%

Fixed Income Market Trades 12,985,718,616$             6,444,031,465$      55.1%

Total Trading 17,630,592,400$             17,631,805,520$    100.0%
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Fixed Income Trading by BrokerFixed Income Trading by Broker
Broker Tranche 1 Tranche 2 Tranche 3 Tranche 4 Tranche 5 Tranche 6 Totals

Bank of America 3,774,101$           40,278,359$         15,480,923$         234,347,769$       130,331,428$       5,729,617$           429,942,197$       

Bear Stearns -$                     -$                     -$                     -$                     910,795$              -$                     910,795$              

Citigroup 24,080,455$         357,251,924$       66,298,904$         230,078,556$       908,826,955$       14,686,348$         1,601,223,141$    

Countrywide -$                     -$                     -$                     11,876,171$         46,724,039$         -$                     58,600,210$         

Credit Suisse First Boston -$                     -$                     -$                     -$                     2,038,573$           -$                     2,038,573$           

Cross Trades -$                     285,859,630$       -$                     217,219,897$       88,526,739$         -$                     591,606,266$       

Deutsche Bank 75,796,068$         39,173,862$         18,932,850$         42,298,799$         166,310,014$       116,212,429$       458,724,022$       

Eastern Bank -$                     -$                     -$                     -$                     63,049,740$         -$                     63,049,740$         

First Albany -$                     -$                     -$                     -$                     87,713,623$         2,515,623$           90,229,246$         

FTN 443,329,221$       430,196,347$       193,756,130$       352,952,535$       530,485,588$       304,235,830$       2,254,955,651$    

Goldman Sachs 18,527,488$         10,545,319$         13,767,567$         66,803,679$         441,559,733$       29,802,093$         581,005,880$       

HSBC -$                     -$                     731,246$              8,081,451$           16,028,996$         -$                     24,841,693$         

Jeffries 35,117,505$         145,031,043$       66,754,468$         19,754,725$         227,553,117$       14,692,702$         508,903,559$       

JPM 631,405$              -$                     -$                     -$                     334,242,210$       13,141,986$         348,015,601$       

KBW 5,222,000$           35,966,528$         28,812,433$         11,531,130$         217,930,679$       120,464,267$       419,927,037$       

Lehman 1,160,466,735$    1,192,619,905$    499,567,177$       814,514,364$       700,033,143$       273,757,770$       4,640,959,095$    

Merrill Lynch 831,696,378$       1,214,177,473$    763,702,880$       1,067,975,207$    1,336,511,283$    187,300,759$       5,401,363,980$    

Morgan Keegan -$                     -$                     -$                     -$                     557,643$              7,850,716$           8,408,359$           

Morgan Stanley 84,947,619$         39,739,585$         -$                     -$                     -$                     -$                     124,687,205$       

PRS Group -$                     -$                     -$                     -$                     2,827,588$           -$                     2,827,588$           

Raymond James -$                     -$                     -$                     -$                     313,593$              -$                     313,593$              

Royal Bank of Canada 26,231,844$         123,695,679$       26,440,488$         31,905,579$         46,320,183$         -$                     254,593,774$       

UBS 165,769,937$       510,981,257$       374,866,438$       129,831,450$       776,960,109$       171,983,866$       2,130,393,057$    

Vining Sparks -$                     -$                     -$                     -$                     6,107,929$           17,728,156$         23,836,084$         

Totals 2,875,590,757$    4,425,516,912$    2,069,111,504$    3,239,171,312$    6,131,863,700$    1,280,102,162$    20,021,356,347$  

* Includes External Cross Trades – Buys and Fixed Income Market Trades – Buys and Sells
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Transition Costs Transition Costs –– T StandardT Standard
> Cost of a transition is measured by comparing the actual performance of the 

transition portfolio versus the target portfolio (Lehman Aggregate Index).  
Cost calculation is known is implementation shortfall or the T-Standard

> Costs are attributed to the following categories:
> Commissions – The explicit charges by the transition manager for 

managing the event and accessing the security markets
> Bid Ask Spread – the difference between the bid and offer for a security
> Market Impact – The cost of demanding/supplying liquidity over a 

small timeframe
> Taxes – Certain countries impose stamp taxes on buy and/or sell 

transactions
> Opportunity Costs – The timing costs associated with executing over a 

long timeframe.  Timing costs measure the difference between the
actual portfolio and the target portfolio.
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Total Transaction Costs BreakdownTotal Transaction Costs Breakdown

> Of these commissions costs, $1,400,993 are from the equity trades, 
and the remainder, $1,223,028 are from the bonds that were traded

Source of Cost Cost bps
Commissions 2,624,021$       1.71     
Bid Ask Spread 4,141,548$       2.70     
Market Impact 5,297,567$       3.45     
Taxes 151,449$          0.10     
Opportunity Costs 14,399,433$     9.38     
Total Costs 26,614,018$     17.33   



11

Execution Methods Execution Methods 
> Fixed Income In kinds – The securities that were taken directly from 

the Active Fixed Income managers into the Passive Lehman Aggregate 
Index Fund

> Internal Cross Trades – Equity trades that were crossed with other 
SSgA Commingled funds. These trades are done at Zero Commissions

> External Cross Trades – Trades that were crossed on Electronic 
Crossing Networks (ECNs) or with other transition clients. These 
trades were done at 2cps for US equities, 4bps for Non-US equities, 
and 0.75bps for all Bonds

> Equity Market Trades – Trades that were executed with State Street 
Global Markets as the broker. These trades were done at 2cps for US 
equities, 4bps for Non-US equities

> Fixed Income Market Trades – Trades that were executed with the 
various brokers on the breakdown by broker report. These trades were 
done at 0.75bps for all Bonds
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Overall Market Performance over Transition Overall Market Performance over Transition 
PeriodPeriod
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Greenwich Associates Greenwich Associates -- Transition Industry Transition Industry 
RankingsRankings

All Transition RankingsAll Transition Rankings

Transition Transition 
ManagerManager

Market ShareMarket Share

State Street 30%
Northern Trust 11%
BGI 8%
Mellon 8%
BNY 7%
Russell 7%
JP Morgan 3%
Deutsche Bank 2%

Transitions greater than $100 millionTransitions greater than $100 million

Transition Transition 
ManagerManager

Market ShareMarket Share

State Street 33%
BGI 12%
Northern Trust 11%
Russell 9%
BNY 5%
Russell 7%
Mellon 4%

2005 Transition Management Industry survey conducted by Greenwich Associates
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State Street Transition Management ExperienceState Street Transition Management Experience

> Managed 837 portfolio transitions in 2005, Over $387 billion in transition 
assignments

> Offering Transition Management services since 1978
> 31% growth in transition assets over five years 
> 81 dedicated professionals to global transition management
> Transitioned assets for 42 of P&I Top 100 pension plans in 2005
> Global operation – transition desks in Europe, North America and Asia
> 30% global transition market share – next closest competitor was 11%
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Tranche 1 Tranche 1 –– Tranche 6 DetailTranche 6 Detail
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Equity Transitions  Tranche 1 Equity Transitions  Tranche 1 –– Tranche 4Tranche 4

> State Street began selling equities on the first trading day and began 
buying very liquid fixed income products (US Treasuries and Agencies)

> As the equities were much more liquid than the bonds, State Street 
bought more US Treasuries and Agencies than were needed in the 
Lehman Aggregate Index to stay exposed to the fixed income market

> State Street then sold these US Treasuries and Agencies as they purchased 
corporate bonds, mortgages, and other constituents of the Lehman
Aggregate Index

> Positive performance of the equity market during the selling phase of 
equities translated into out-performance in Tranche 1 (MV of $1.3Bn) 
total savings of 34bps, Tranche 3 (MV of $1.6Bn) total savings of 22bps, 
and Tranche 4 (MV of $1.4Bn) total savings of 53bps

> Negative equity market performance during Tranche 2 (MV of $2.9Bn) 
led to costs of 68bps
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Market Performance During Equity SellingMarket Performance During Equity Selling

*Blue Bars = Bond Exposure, not completion of total transition

Tranche 1 - 19 US Equity Managers ($1.3BN)
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Market Performance During Equity SellingMarket Performance During Equity Selling
Tranche 2 - 25 US Equity Managers ($2.9BN)
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Market Performance During Equity SellingMarket Performance During Equity Selling
Tranche 3 - 6 International Equity Managers ($1.6BN)
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* Jan 18th – Tokyo Stock Exchange halts trading due to overwhelming market sell-off
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Market Performance During Equity SellingMarket Performance During Equity Selling
Tranche 4 - SSgA EAFE & SP 500 Commingled Fund ($1.4BN)
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Fixed Income Transition  Tranches 5 & 6Fixed Income Transition  Tranches 5 & 6

> Maximize the in-kind transfers from the 19 active fixed income 
portfolios to the passive State Street Lehman Aggregate Index 
Fund

> Since there are over 6500 bonds in the Lehman Aggregate Index 
fund, an optimized list of bonds to be purchased after in-kinds 
was developed to complete exposures

> Eliminated duration and curve risk at the start of the transition by 
purchasing Lehman Aggregate duration matched US Treasuries

> Slowly worked out of overweight sectors and into underweight 
sectors



 
 

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:  April 12, 2006   
 
SUBJECT: CIO Report for March, 2006 
 
 
 
The Investment Division in March, 2006, completed a major initiative and continued to execute many of the other 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    COMPLETED 
 
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 on behalf of BWC.  March  has been an extremely active month as 
BWC nears the completion of the transition of BWC’s portfolios into the Lehman Ag bond Index fund.   
 
As of March 31, 2006, SSGM traded out of the Treasuries they purchased in stage one, and traded into the spread and credit 
products to mirror the Lehman Aggregate index.   In addition to the SIF, the ancillary accounts representing approximately $1.3 
billion in assets was traded and completed at March month end as well.  The last stage in the transition involved the transfer of the 
fixed income securities into BWC’s custom collective trust fund (CTF) managed by State Street Global Advisors.  This fund 
consists only of the Ohio BWC SIF and Ancillary Fund assets.   BWC’s portfolio transition was in large capacity completed by 



 
Vincent R. Thomas, CTP 
 
Vincent has earned a BA from the University of Notre Dame, an MBA from the 
University of Pittsburgh, and a JD from Cleveland-Marshall College of Law.  Vincent is 
a Certified Treasury Professional and has passed level one of the CFA exam. In addition 
to his educational background, Vince has 17 years of investment experience as a portfolio 
manager for two Ohio based financial institutions; Key Corp and Sky Financial.  
 
Keith Zolkowski 
 
After serving four years in the United States Marine Corps, Keith Zolkowski began his 
career as an Equity Trader / Settlements Assistant with First Fiduciary Investment 
Counsel in 1998.  In 2001, Keith began working at The Ohio Bureau of Workers’ 
Compensation as an Equity Trader.  Keith traded for 32 outside active Investment 
Managers comprised of $7 billion large /mid cap equity portfolio.  In September 2005, 
Keith began accepting more duties such as Interest Income Projections, Project Planning 
and Portfolio Transitions.  Keith has a BS in Financial Management from Franklin 
University. 
 
Roy Charles 
 
Roy Charles has a BS in Finance from the Max M. Fisher College of Business at The 
Ohio State University.  After graduating from OSU, Roy worked at BISYS, a financial 
services company in Columbus, as a Lead Mutual Fund Accountant for three years 
(1999-2002).  Key responsibilities included processing trades, generating NAV (Net 
Asset Value), and supervising three accountants.  Before joining the Ohio Bureau of 
Workers Compensation Roy was employed at the School Employees Retirement System 
of Ohio (SERS) as an Investment Accounting Analyst for three years (2003-2006).  
Primary responsibilities included short term cash management, investment performance 
reporting, compliance and analysis.  Currently Roy is a level III candidate in the CFA 
program. 
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March 31, 2006.  A few clean-up activities/assets remain (approximately $64M comprised of 21 fixed income issues) which are 
anticipated to be liquidated by end of April, 2006.  BWC staff closely monitored the progress of the transaction through weekly 
conference calls with SSGM, JPMorgan and Wilshire.  The final report summarizing the $15.5 billion transition is anticipated to 
be included in the material for the next WCOC/IC meeting slated for April 27, 2006. 
 
Lehman Ag Index Fund 
BWC’s portfolio was transitioned into a State Street Lehman Ag Index fund in late March, 2006.  BWC’s account will be in its 
own fund and not commingled due to the sheer dollar volume of BWC’s assets near $15.5 billion. The fund’s passive 
aggregate strategy’s performance objective is to mirror 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 is being executed by State Street with an 80% - 20% negotiated split.  A report on State Street’s 
securities lending program will be included in the material for the next WCOC/IC meeting slated for April 27, 2006. 
 
Annual cash income is anticipated to increase by an additional $100 million as a result of the restructured portfolio comprised 
of nearly 100% fixed income assets.  The Investment Division developed a new Interest Income monthly report with the CFO 
and Chief of Staff.  This monthly report was designed to include the last month’s actuals as well as a forecast for future months 
combined for total year.  This new Interest Income monthly report was included in the materials for the recent March 30, 2006 
WCOC/IC meeting.  
 
Strategic Initiative Two 
 
The search continues for a permanent CIO and is still anticipated for identifying a final candidate by May, 2006 for a 
permanent CIO appointment.  Start date will be determinant upon completion of the state hiring process after an offer and 
acceptance has been completed with the yet-to-be identified final candidate. 
 
Job interviews continue for the remaining two unfilled investment manager positions.  Job recruitment activities (job ads, 
interviews, offers) will continue until a minimum of four new investment personnel are hired (two completed through March, 
2006).  Anticipated completion of hiring the additional two investment personnel is a high priority in the Investment Division.   
 
Finally, an additional temporary accountant will 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- COMPLETED 
 
The new investment monthly performance reports were issued by JPMorgan on March 27, 2006.  JPMorgan (also BWC’s 
custodian) independently calculates monthly performance for SIF and ancillary portfolios. JPMorgan’s initial reports included 
the time periods July, 2005 through January, 2006.  BWC included these new reports in the monthly materials delivered to the 
WCOC/IC members in advance of the March 30, 2006,  WCOC/IC meetings.  The February, 2006,  portfolio performance 
reports will be included in the monthly materials delivered to the WCOC/IC members for the April 27, 2006 meeting and will 
continue to be sent in advance to all future WCOC/IC meetings. 
 
Wilshire Consulting began their quarterly performance reporting for December, 2005.  BWC staff reminded Wilshire to send 
their reports directly to WCOC/C members.  Wilshire indicated they will comply with this necessary direct reporting request 
going forward. 
 
All performance reporting provided by Wilshire and J.P. Morgan are 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.   
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Daily transition management performance was reported on the six transition tranches directly from State Street Global Markets 
to BWC, the custodian, and Wilshire. Final portfolio performance reports for March (the last month of the transition) are 
anticipated to be included in the materials for the WCOC/IC meeting for May 25, 2006.     
 
Finally, returns for the Alternative Assets portfolio are broken out by type – Private Equity  (Mezzanine, Fund of Funds, 
Venture Capital, Buy-out), Coin Fund and Hedge Funds (American Express) and are reported on a quarterly lag.  All new 
performance reports were reviewed by the Administrator and were in the meeting materials for the WCOC/ IC members. 
 
 
Strategic Initiative Four 
BWC Investments division is anticipating the new Investment Policy to be approved by the WCOC/IC members either at the 
April 27th or May 25th meeting.  In the meantime, the Investment Division continues to establish policies and procedures for the 
management of the 68 private equity funds as well as the new bond index fund. 
 
 
Strategic Initiative Five 
A new investment accounting process will be explored and finalized by March, 2007.  The Investment Division met with IT for  
the initial prioritizing of support and development for  the project plan.    
 
 
Private Equity 
 
On March 9, 2006, The Columbus Dispatch filed a Writ of Mandamus against BWC seeking the release of the Ennis Knupp 
Report under the public records law.  The AG is filing an answer and counterclaim today in that case, and will also be 
filing answers to some of the investment funds counterclaims on April 10, 2006 in the original declaratory judgment action.  The 
Judge has scheduled a status conference in the declaratory judgment action for Monday, April 10.    
 
The Investment Committee directed the BWC staff to issue an RFP to explore the selling of the private equity funds currently 
in BWC’s portfolio at the March 30, 2006 WCOC/IC meeting.   
 
The Investment Division will continue to catalogue descriptively all of the imaged private equity documents. In addition, 
BWC’s investment division has completed 65 of the 68 private equity reconciliations through March, 2006.   
 
 
Asset/Liability Implementation 
 
Wilshire has been working with Mercer to coordinate an actuarial education session for the WCOC and staff.  The goal is to 
ensure that all interested parties have an accurate picture of how the fund operates from an actuarial perspective.  Topics to be 
addressed include a historical review of reserves and surplus, rates and trends; ratio analysis; discounting methodology and 
premium calculations.  This meeting will serve as a building block for the Asset-Liability Valuation (ALV) to be presented by 
Wilshire in June.   The training date has been set for April 24, 2006 at the BWC William Green Building in Columbus, Ohio. 
 
 
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. 
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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 
  
 
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. 
 
This billed passed. The only change is that a referendum petition was filed on Thursday, April  6, 2006.  The group will need to 
attain 194,000 signatures to make it on the Nov. 7, 2006 ballot.  Please see the attached referendum petition.  
 
 
 
 
 
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. 
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• 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 
 
Many MRT action items will be completed upon the approval of a new Investment Policy.  In addition, the Administrator is 
exploring with the Chairman of the WCOC the creation of an actuary committee.  A final BWC response document is being 
drafted by Interim CIO (Damsel) and Chief of Staff (Moseley) and is expected to be released by June, 2006.  The Audit 
Committee, Investment Committee and WCOC will continue to address the pending actions/plans for the remaining 
outstanding MRTs at their respective upcoming monthly WCOC/IC/Audit Committee meetings.  The committees’ respective 
final action plans will be reflected in the response document slated for June, 2006.  
 
Investigative/Lawsuit 
 
Support continues in providing supporting documentation for the following Legal activity: 
 
Coin Liquidation 
Private Equity Declaratory Judgement 
AOL/Time Warner 
Inspector General, et al 
 
 
2006 March Market Review 
 
The Market Review will be a part of the monthly performance reports going forward.   
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Introduction and Background

This purpose of this analysis is to illustrate the characteristics of a 
customized benchmark designed to more closely match the volatility of 
the liability stream.

The implementation of such a strategy would be pending the results of 
the upcoming Asset Liability Study. 

The customized benchmark was selected through an optimization 
process with the objective to maximize the cash flow yield of the 
portfolio while matching the duration characteristics of  the Ohio 
Bureau of Workers’ Compensation’s liability stream.

The optimization process included the following benchmarks:
•Lehman Long Term Government Corporate Index
•Lehman Intermediate / Government Corporate Index
•91 Day T Bills
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Immunization Solution

Optimized portfolio duration, D2, D3 

Effective duration: measures risk to changes in level of the yield curve
Effective D2: measures risk to changes in slope of the yield curve
Effective D3: measures risk to changes in the curvature of the yield curve

99% Lehman Long-Term Gov't/Corp
1% 91 Day T-Bill

Customized Benchmark:

Portfolio Statistics Lehman Aggregate Customized Benchmark Liability Stream
Expected Return 5.00 5.23 --
Expected Risk 5.00 6.92 --
Effective duration           4.59 10.38 10.38
Effective d2                 2.87 8.70 8.67
Effective d3                 3.57 6.43 6.06
Cash flow yield              5.46 5.56 --
Current yield                5.19 5.90 --
Average coupon               5.24 6.79 --
Average price                100.04 100.00 --
Years to maturity            12.91 19.77 --
Est. Annual Income ($) $836,494,358 $896,128,830 --
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Sensitivity Analysis

The following is a fundamental illustration of the custom benchmark’s and 
Lehman Aggregate’s return sensitivity to interest rate movements

*  Approximated adjustment based on a parallel shift in the yield curve considering duration and convexity

Portfolio Change in Interest Rate Market Value Adjustment(%)* Cash Flow Yield (%) Total Return (%)
Customized Benchmark + 25 basis points -2.54 5.56 3.02
Lehman Aggregate + 25 basis points -1.15 5.46 4.31

Customized Benchmark +50 basis points -4.99 5.56 0.57
Lehman Aggregate +50 basis points -2.30 5.46 3.16

Customized Benchmark +100 basis points -9.57 5.56 -4.01
Lehman Aggregate +100 basis points -4.6 5.46 0.86

Customized Benchmark -25 basis points 2.65 5.56 8.21
Lehman Aggregate -25 basis points 1.15 5.46 6.61

Customized Benchmark -50 basis points 5.39 5.56 10.95
Lehman Aggregate -50 basis points 2.29 5.46 7.75

Customized Benchmark -100 basis points 11.19 5.56 16.75
Lehman Aggregate -100 basis points 4.58 5.46 10.04
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Observations and Recommendation
Increasing the duration of the portfolio would substantially increase the 
sensitivity to changes in interest rates. 

Adopting the customized benchmark would increase the absolute volatility of 
the portfolio.

A portfolio utilizing the customized benchmark would have similar sensitivity 
to changes in interest rates to that of Ohio Bureau of Workers’ Compensation’s 
liability stream which would more closely align the market value of the 
portfolio with the changes to the liability stream.

Wilshire recommends that the shift to the custom fixed income benchmark 
commences in July 2006, following the completion of the asset liability 
valuation.

If Ohio BWC desires to move more quickly, Wilshire would recommend 
implementing the new fixed income benchmark in 25% increments over the 
next 4-6 months.  

The policy benchmark would need to be modified to reflect the implementation 
strategy. 
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Update on Directors and Officers Liability Coverage 
And Fraud and Dishonest Coverage Required by H.B. 66 

 
Background Law: Under R.C. 9.86, all state employees have civil immunity from suit for 
action performed in the scope of the employee’s duties: 
 

Except for civil actions that arise out of the operation of a motor vehicle and civil actions in which the state 
is the plaintiff, no officer or employee shall be liable in any civil action that arises under the law of this 
state for damage or injury caused in the performance of his duties, unless the officer's or employee's actions 
were manifestly outside the scope of his employment or official responsibilities, or unless the officer or 
employee acted with malicious purpose, in bad faith, or in a wanton or reckless manner.   
 
This section does not eliminate, limit, or reduce any immunity from civil liability that is conferred upon an 
officer or employee by any other provision of the Revised Code or by case law. This section does not affect 
the liability of the state in an action filed against the state in the court of claims pursuant to Chapter 2743. 
of the Revised Code.  

 
Under R.C. 9.87, all state employees shall be indemnified for loss from suit for actions 
performed in the scope of the employee’s duties: 
 

(A)  The state, except as provided in division (B) of this section, shall indemnify an officer or employee 
from liability incurred in the performance of official duties by paying any judgment in, or amount 
negotiated in settlement of, any civil action arising under federal law, the law of another state, or the law of 
a foreign jurisdiction. The reasonableness of the amount of any consent judgment or settlement is subject to 
the review and approval of the attorney general and of the director, administrative chief, or governing body 
of the employer of the officer or employee who is to be indemnified. The maximum aggregate amount of 
indemnification paid directly from state funds to or on behalf of any officer or employee pursuant to this 
division shall be one million dollars per occurrence, regardless of the number of persons who suffer 
damage, injury, or death as a result of the occurrence.   
 
(B)  The state shall not indemnify an officer or employee under any of the following circumstances:   
 
(1) To the extent the officer or employee is covered by a policy of insurance for civil liability purchased by 
the state;   
 
(2) When the officer or employee acts manifestly outside the scope of the officer's or employee's 
employment or official responsibilities, with malicious purpose, in bad faith, or in a wanton or reckless 
manner, as determined by the employer of the officer or employee or by the attorney general. . . .  

 
Under R.C. 4121.127(E), as enacted in H.B. 66, BWC must acquire insurance coverage 
against fraud and dishonesty for certain employees for at least $1,000,000.  The statute states 
the following: 
 

§ 4121.127: (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. 
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In addition, the WCOC has expressed interest in obtaining D & O coverage of $25,000,000. 
 
Contacts: My initial contact was with Susan Hazeltine, at the DAS Office of Risk 
Management. I asked her to investigate the purchase of insurance or bonds in the amount of 
at least $1,000,000 for fraud and dishonesty, and for $25,000,000 for the WCOC members 
and certain BWC fiduciaries.  I since have had several conversations with Scott Roberts at 
DAS, and have met with Cathy Moseley for updates.  I also spoke with the Finance Officer at 
OPERS and the CFO of STRS. OPERS has layered fiduciary coverage for its officers and 
directors with $25,000,000 limits (three policies, 10-10-5). They purchased the policy 
through a broker (I have the contact name). I am researching BWC’s ability and requirements 
to purchase a policy of this nature.  
 
Current coverage: BWC has D&O Coverage of $5,000,000, last renewed in mid 2005.  
BWC had requested $10,000,000, but the insurer did not agree to a higher coverage due to 
BWC’s investment problems. 
 
All state employees (including the WCOC) are covered by a blanket state policy of $250,000 
for fraud and dishonesty, covered in one master.  All agencies contribute to the policy cost. 
 
Progress on increased coverage: Scott Roberts is pursuing a quote to increase the fraud and 
dishonesty coverage to $1,000,000.  He states that “fraud and dishonesty” are excluded from 
fiduciary and D & O policies, so the only coverage is through “crime insurance or crime 
bond” coverage.  This coverage is for the benefit of the state, for loss on account of the fraud 
or dishonesty of an employee. 
 
Scott also is obtaining quotes increasing the current D & O coverage to $25,000,000.  He 
states that it will be difficult to obtain, but that BWC may be able to obtain it at this level if 
the policy is on a “go forward” basis only, excluding any acts prior to the new policy.  Note 
that D & O coverage is for the benefit of the employee (WCOC member), the employee’s 
family, and the employee’s estate, so it would be the type of coverage that the WCOC 
appears to be seeking. 
 
Update for 4-27-06 Investment Committee Meeting 
 
St. Paul/Travelers is willing to provide BWC with an excess quote ($750,000, in addition to 
the current $250,000). This coverage will comply with R.C. 4121.127(E). I provided DAS 
with the list of Fiduciaries for coverage, which included all the WCOC members, the 
CEO/Administrator, and all Chiefs (direct reports to the CEO/Administrator). 
 
I received from Scott Roberts (DAS) a proposal to raise the current D&O coverage from 
$5,000,000 to $10,000,000. The carrier is looking to see if the carrier can find other carriers 
willing to write coverage in excess of that amount, but DAS is not optimistic. The material 
sent to me is to increase the coverage and to renew (renewal is August 2006) at the increased 
level. The policy is a “claims made and reported” policy, like the current D&O policy. Scott 
Roberts said that occurrence policies are not available.   
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We did some research on the issue of indemnification. Under R.C. 9.86 (quoted above), 
WCOC members have qualified immunity and indemnification from civil action. The AG 
confirmed that there are no dollar limits to indemnification. If qualified immunity is found 
and the damages are found in a Court of Claims action to be X dollars, the indemnification is 
X dollars. There is no ceiling on X.   
 
The remaining questions were whether BWC can contractually agree to cover WCOC 
members more broadly than the statutes, or to a higher amount. The “higher amount” 
question is moot, since there is no limit to the damages a Court of Claims decision can 
award, if proved. As for the broader scope, the General Assembly established the criteria for 
qualified immunity and indemnification of state officials. BWC is a creature of statute. As 
such it has only the authority conveyed to it by statute. No authority exists for BWC to 
contract to enlarge the scope of the qualified immunity and indemnification statutes. 
  
The AG referred to OAG 96-060, which permits state agencies to incur obligations such as 
indemnification in contracts only if the indemnification amount is specifically stated and 
limited, and the full amount of the obligation is encumbered. In the facts leading to this OAG 
opinion, the authority existed to enter into the specific contract, that included the proposed 
indemnification condition. In the WCOC situation, there is no authority and no consideration 
for an indemnification-only contract between BWC and appointed WCOC members. The 
“contract of hire” is really with the state, through the Governor. While it is true that WCOC 
member fees and expenses are paid out of BWC appropriations, BWC has no personnel 
authority over WCOC members, an essential element of a “contract of hire.” If required to 
write an indemnification-only contract that complies with this OAG opinion, BWC would be 
obligated to encumber (earmark and not spend on anything else) the full amount of the 
indemnification amount for each contract. For example, if 7 WCOC members each want a 
$25 million indemnification contract, and if it were to be a permitted venture as not 
exceeding BWC’s authority, BWC would need to encumber $175 million of its 
appropriations for each year. The result would be that BWC would be forced to lapse $175 
million in appropriations for each year such contracts were in effect, not spending these 
funds on BWC programs. 
 
The AG offered to find someone from the Court of Claims Section to talk with the WCOC or 
the Investments subcommittee, if they'd like, about the Court of Claims process.  
 
 
 
 
Tom Sico 
Director, Legal Operations, BWC 
April 19, 2006 
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APPENDIX XIII:  CAMPAIGN CONTRIBUTION POLICY 

 
 
 
 It is the policy of the Ohio Bureau of Workers’ Compensation (“OBWC”) and the 
Workers’ Compensation Oversight Commission (“WCOC”) to ensure that the selection 
of investment management firms to provide investment management services, or the 
selection of consulting firms to provide consulting services, or the selection of 
independent auditors to provide auditing 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, consulting firms or auditing firms, or such 
other persons who may contract with the Administrator or WCOC to provide services, 
from being engaged to provide such services to the Fund if certain political contributions 
have been made. 
 
 
 In furtherance of this goal, those individuals and firms conducting business with 
the Administrator or the WCOC, and those desiring to do business with the Administrator 
and the WCOC, shall adhere to the political contribution requirements that are set forth in 
Ohio Revised Code Chapter 3517.  Such individuals and firms should pay particular 
attention to the restrictions set forth in O.R.C. 3517.13 (Y) and (Z), which expressly 
restrict the Administrator of OBWC from doing business with persons or business entities 
that had made contributions to candidates for Ohio Governor or Lt. Governor.  These 
provisions are set forth below: 

(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. 

 This campaign contribution policy is not intended to limit participation in the 
political process by individuals and business entities doing business with the 
Administrator or the WCOC, or those who may seek to do so in the future.  However, 
such individuals and business entities should be aware that there are restrictions on 
political contributors, and also upon the award of contracts by officials who receive 
campaign contributions, in addition to those provisions of Ohio law that are specifically 
cited in this statement of policy.  Any individual or business entity that makes political 
contributions and also seeks to do business with Ohio governmental agencies should 
review those provisions carefully.  In particular, O.R.C. 3599.03 expressly forbids the 
payment of corporate funds or use of corporate assets to support a candidate for office, a 
political party or legislative campaign fund, while O.R.C. 3517.082 and O.R.C. 3599.031 
allow bona fide political action committees to make campaign contributions to Ohio 
candidates.         
 
  



Total Non Insurance Ancillary Accounts Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Black Lung 2000 643,618$                 0.0           (1.02)        (0.22)        0.89         200507
Black Lung 2000 - Tranche 223,047,195$          16.6         3.30         - 3.30         200602
Disabled Workers Retirement 6,207,272$              0.5           (1.44)        (0.72)        (0.49)        200507
Disabled Workers Retirement - Tranche 1,060,534,800$       78.9         4.48         - 4.48         200602
Marine Account 2005 52,247$                   0.0           (1.23)        (0.50)        1.04         200507
Marine Account 2005 - Tranche 14,434,206$            1.1           3.59         - 3.59         200602
Public Workers Relief Fund 33,052$                   0.0           (1.49)        (0.48)        (0.06)        200507
Public Workers Relief Fund - Tranche 20,268,107$            1.5           4.49         - 4.49         200602
Self Insured Bond Fund 200 18,126,597$            1.3           0.34         1.05         2.56         200507
TOTAL ANCILLARY ACCOUNTS COMPOSITE 1,343,347,094$     100.0      0.16        0.92        1.33        200507

Total Non Insurance Ancillary Accounts Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Black Lung 2000 643,618$                 0.0           (1.02)        (0.22)        0.89         200507
Black Lung 2000 - Tranche 223,047,195$          16.6         3.30         - 3.30         200602
Disabled Workers Retirement 6,207,272$              0.5           (1.44)        (0.72)        (0.49)        200507
Disabled Workers Retirement - Tranche 1,060,534,800$       78.9         4.48         - 4.48         200602
Marine Account 2005 52,247$                   0.0           (1.23)        (0.50)        1.04         200507
Marine Account 2005 - Tranche 14,434,206$            1.1           3.59         - 3.59         200602
Public Workers Relief Fund 33,052$                   0.0           (1.49)        (0.48)        (0.06)        200507
Public Workers Relief Fund - Tranche 20,268,107$            1.5           4.49         - 4.49         200602
Self Insured Bond Fund 200 18,126,597$            1.3           0.34         1.05         2.56         200507
TOTAL ANCILLARY ACCOUNTS COMPOSITE 1,343,347,094$     100.0      0.16        0.92        1.33        200507

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation



Total Fund Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Advent Capital Management 1,205$                     0.0           (2.96)        1.42         5.80         200507
Alliance Capital 10,193$                   0.0           (3.76)        (2.80)        (4.13)        200507
American Express - Private Equity 5,084$                     0.0           11.65       (7.24)        12.40       200504
Banc One Managed 1030 71,943$                   0.0           (3.28)        (2.45)        (2.75)        200507
Black Lung 2000 643,618$                 0.0           (1.02)        (0.22)        0.89         200507
Black Lung 2000 - Tranche 223,047,195$          1.3           3.30         - 3.30         200602
Blackrock 28,243$                   0.0           (1.97)        (0.89)        (2.23)        200507
Blaylock Abacus Financial Group, Inc. 2,061$                     0.0           (4.06)        (3.23)        (4.32)        200507
Buy Out  - Private Equity 143,431,150$          0.9           (0.12)        1.94         32.66       200504
BWC-Bureau of Workers' Comp 109 322,543,277$          1.9           0.33         1.14         2.67         200507
Capital Guardian 137,272$                 0.0           (4.67)        7.99         22.47       200507
Clay Finlay International Equity 4,521,080$              0.0           12.98       24.88       39.53       200507
Coin  - Private Equity 45,426,870$            0.3           -           -           3.10         200504
Disabled Workers Retirement 6,207,272$              0.0           (1.44)        (0.72)        (0.49)        200507
Disabled Workers Retirement - Tranche 1,060,534,800$       6.4           4.48         - 4.48         200602
Fairport Asset Management, LLC 385$                       0.0           (5.35)        (4.75)        (5.67)        200507
Fund of Funds  - Private Equity 48,681,188$            0.3           -           0.21         14.61       200504
Holland Capital Management 793$                       0.0           (5.24)        (4.67)        (5.49)        200507
Hughes Capital Management 469$                       0.0           (6.41)        (5.83)        (6.40)        200507
Index Fund 1010 3,452$                     0.0           0.32         1.03         5.18         200507
ING Investments 144,518$                 0.0           1.25         12.48       25.96       200507
Invesco Global 1,126,609$              0.0           (5.09)        0.71         9.06         200507
John Hancock Advisers, LLC. 75,435$                   0.0           (3.92)        (2.80)        (3.88)        200507
LM Capital Group, LLC 4,014$                     0.0           (4.22)        (3.38)        (4.56)        200507
Lombard Odier 228,928$                 0.0           (4.31)        (4.66)        4.28         200507
Marine Account 2005 52,247$                   0.0           (1.23)        (0.50)        1.04         200507
Marine Account 2005 - Tranche 14,434,206$            0.1           3.59         - 3.59         200602
Mezzanine  - Private Equity 49,456,186$            0.3           -           3.86         19.18       200504
Montgomery Intl 12,300$                   0.0           (1.16)        1.04         0.08         200507
Morgan Stanley Investments LP 140,703$                 0.0           (2.89)        (1.94)        (2.06)        200507
Oechsle Intl 113,465$                 0.0           (1.43)        (12.97)      (22.69)      200507
Prima Capital Advisors 83,788$                   0.0           (2.24)        (0.94)        (0.03)        200507
Public Workers Relief Fund 33,052$                   0.0           (1.49)        (0.48)        (0.06)        200507
Public Workers Relief Fund - Tranche 20,268,107$            0.1           4.49         - 4.49         200602
Pugh Capital Management 441$                       0.0           (2.57)        (1.41)        (2.07)        200507
Putnam Institutional - International Equity 1,028,847$              0.0           6.17         5.43         18.16       200507
Reams Capital Management, LLC 9,682$                     0.0           (3.45)        (2.32)        (1.39)        200507
Self Insured Bond Fund 200 18,126,597$            0.1           0.34         1.05         2.56         200507
Simms Capital Intl 29,152$                   0.0           -           -           -           200507
Smith Graham Management 72,997$                   0.0           (0.55)        0.50         (1.52)        200507
Societe General Investment Management 12,065,838$            0.1           (2.44)        7.97         20.39       200507
SSGA Passive Bond MRT CTF 305,750,176$          1.8           0.32         2.38         3.16         200511
SSGA S&P 500 CTF 587,481,419$          3.5           0.07         (0.16)        (0.16)        200512
State Street Global Advisors 804,230,041$          4.9           0.43         11.61       11.07       200509
Taplin, Canida & Habacht 10,614$                   0.0           (4.39)        (3.33)        (3.21)        200507
Venture Capital  - Private Equity 162,933,790$          1.0           (0.16)        2.56         (4.45)        200504
Wasner, Schroeder and Company, LLC 261$                       0.0           (4.72)        (3.69)        (4.88)        200507
Western Asset Management 71,127$                   0.0           (2.93)        (1.64)        (2.63)        200507
Tranche 1 1,262,809,222$       7.6           0.25         - 3.17         200601
Tranche 2 2,899,074,472$       17.5         0.24         - 2.98         200601
Transition Account 1,566,613,819$       9.5           (0.01)        - (4.74)        200601
Fixed Income Tranche 7,011,828,673$       42.3         1.69         - 1.96         200601
TOTAL FUND COMPOSITE 16,573,608,277$   100.0      (1.08)      3.68        7.10        200507

Ohio Bureau of Workers' Compensation



Total Fund Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Ohio Bureau of Workers' Compensation



State Insurance Total Fund Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Advent Capital Management 1,205$                       0.0           (2.96)        1.42         6.19         200507
Alliance Capital 10,193$                     0.0           (3.76)        (2.80)        (4.10)        200507
American Express - Private Equity 5,084$                       0.0           11.65       (7.24)        12.40       200504
Banc One Managed 1030 71,943$                     0.0           (3.28)        (2.45)        (2.75)        200507
Blackrock 28,243$                     0.0           (1.97)        (0.89)        (2.19)        200507
Blaylock Abacus Financial Group, Inc. 2,061$                       0.0           (4.06)        (3.23)        (4.18)        200507
Buy Out  - Private Equity 143,431,150$            0.9           (0.12)        1.94         32.66       200504
BWC-Bureau of Workers' Comp 109 322,543,277$            2.1           0.33         1.14         2.67         200507
Capital Guardian 137,272$                   0.0           (4.67)        8.10         22.73       200507
Clay Finlay International Equity 4,521,080$                0.0           12.98       25.00       39.82       200507
Coin  - Private Equity 45,426,870$              0.3           -           -           3.10         200504
Fairport Asset Management, LLC 385$                          0.0           (5.35)        (4.75)        (5.54)        200507
Fund of Funds  - Private Equity 48,681,188$              0.3           -           0.21         14.61       200504
Holland Capital Management 793$                          0.0           (5.24)        (4.60)        (5.29)        200507
Hughes Capital Management 469$                          0.0           (6.41)        (5.77)        (6.30)        200507
Index Fund 1010 3,452$                       0.0           0.32         1.03         5.18         200507
ING Investments 144,518$                   0.0           1.25         12.65       26.34       200507
Invesco Global 1,126,609$                0.0           (5.09)        0.79         9.33         200507
John Hancock Advisers, LLC. 75,435$                     0.0           (3.92)        (2.80)        (3.85)        200507
LM Capital Group, LLC 4,014$                       0.0           (4.22)        (3.38)        (4.45)        200507
Lombard Odier 228,928$                   0.0           (4.31)        (1.42)        7.94         200507
Mezzanine  - Private Equity 49,456,186$              0.3           -           3.86         19.18       200504
Montgomery Intl 12,300$                     0.0           (1.16)        1.04         0.08         200507
Morgan Stanley Investments LP 140,703$                   0.0           (2.89)        (1.90)        (1.94)        200507
Oechsle Intl 113,465$                   0.0           (1.43)        (12.97)      (1.66)        200507
Prima Capital Advisors 83,788$                     0.0           (2.24)        (0.86)        0.14         200507
Pugh Capital Management 441$                          0.0           (2.57)        (1.34)        (1.85)        200507
Putnam Institutional - International Equity 1,028,847$                0.0           6.17         5.43         18.16       200507
Reams Capital Management, LLC 9,682$                       0.0           (3.45)        (2.30)        (1.34)        200507
Simms Capital Intl 29,152$                     0.0           -           -           -           200507
Smith Graham Management 72,997$                     0.0           (0.55)        0.58         (1.37)        200507
Societe General Investment Management 12,065,838$              0.1           (2.44)        7.97         20.61       200507
SSGA Passive Bond MRT CTF 305,750,176$            2.0           0.32         2.38         3.16         200511
SSGA S&P 500 CTF 587,481,419$            3.9           0.07         (0.16)        (0.16)        200512
State Street Global Advisors 804,230,041$            5.3           0.43         11.61       11.07       200509
Taplin, Canida & Habacht 10,614$                     0.0           (4.39)        (3.31)        (3.16)        200507
Venture Capital  - Private Equity 162,933,790$            1.1           (0.16)        2.56         (4.45)        200504
Wasner, Schroeder and Company, LLC 261$                          0.0           (4.72)        (3.69)        (4.73)        200507
Western Asset Management 71,127$                     0.0           (2.93)        (1.64)        (2.57)        200507
Tranche 1 1,262,809,222$          8.3           0.25         - 3.17         200601
Tranche 2 2,899,074,472$          19.0         0.24         - 2.98         200601
Transition Account 1,566,613,819$          10.3         (0.01)        - (4.74)        200601
Fixed Income Tranche 7,011,828,673$          46.0         1.69         - 1.96         200601
TOTAL SIF COMPOSITE 15,230,261,183$     100.0      (1.49)      3.55        7.33        200507
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State Insurance Total Fund Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Ohio Bureau of Workers' Compensation



State Insurance Total Fund Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Advent Capital Management 1,205$                       0.0           (2.96)        1.42         5.80         200507
Alliance Capital 10,193$                     0.0           (3.76)        (2.80)        (4.13)        200507
American Express - Private Equity 5,084$                       0.0           11.65       (7.24)        12.40       200504
Banc One Managed 1030 71,943$                     0.0           (3.28)        (2.45)        (2.75)        200507
Blackrock 28,243$                     0.0           (1.97)        (0.89)        (2.23)        200507
Blaylock Abacus Financial Group, Inc. 2,061$                       0.0           (4.06)        (3.23)        (4.32)        200507
Buy Out  - Private Equity 143,431,150$            0.9           (0.12)        1.94         32.66       200504
BWC-Bureau of Workers' Comp 109 322,543,277$            2.1           0.33         1.14         2.67         200507
Capital Guardian 137,272$                   0.0           (4.67)        7.99         22.47       200507
Clay Finlay International Equity 4,521,080$                0.0           12.98       24.88       39.53       200507
Coin  - Private Equity 45,426,870$              0.3           -           -           3.10         200504
Fairport Asset Management, LLC 385$                          0.0           (5.35)        (4.75)        (5.67)        200507
Fund of Funds  - Private Equity 48,681,188$              0.3           -           0.21         14.61       200504
Holland Capital Management 793$                          0.0           (5.24)        (4.67)        (5.49)        200507
Hughes Capital Management 469$                          0.0           (6.41)        (5.83)        (6.40)        200507
Index Fund 1010 3,452$                       0.0           0.32         1.03         5.18         200507
ING Investments 144,518$                   0.0           1.25         12.48       25.96       200507
Invesco Global 1,126,609$                0.0           (5.09)        0.71         9.06         200507
John Hancock Advisers, LLC. 75,435$                     0.0           (3.92)        (2.80)        (3.88)        200507
LM Capital Group, LLC 4,014$                       0.0           (4.22)        (3.38)        (4.56)        200507
Lombard Odier 228,928$                   0.0           (4.31)        (4.66)        4.28         200507
Mezzanine  - Private Equity 49,456,186$              0.3           -           3.86         19.18       200504
Montgomery Intl 12,300$                     0.0           (1.16)        1.04         0.08         200507
Morgan Stanley Investments LP 140,703$                   0.0           (2.89)        (1.94)        (2.06)        200507
Oechsle Intl 113,465$                   0.0           (1.43)        (12.97)      (22.69)      200507
Prima Capital Advisors 83,788$                     0.0           (2.24)        (0.94)        (0.03)        200507
Pugh Capital Management 441$                          0.0           (2.57)        (1.41)        (2.07)        200507
Putnam Institutional - International Equity 1,028,847$                0.0           6.17         5.43         18.16       200507
Reams Capital Management, LLC 9,682$                       0.0           (3.45)        (2.32)        (1.39)        200507
Simms Capital Intl 29,152$                     0.0           -           -           -           200507
Smith Graham Management 72,997$                     0.0           (0.55)        0.50         (1.52)        200507
Societe General Investment Management 12,065,838$              0.1           (2.44)        7.97         20.39       200507
SSGA Passive Bond MRT CTF 305,750,176$            2.0           0.32         2.38         3.16         200511
SSGA S&P 500 CTF 587,481,419$            3.9           0.07         (0.16)        (0.16)        200512
State Street Global Advisors 804,230,041$            5.3           0.43         11.61       11.07       200509
Taplin, Canida & Habacht 10,614$                     0.0           (4.39)        (3.33)        (3.21)        200507
Venture Capital  - Private Equity 162,933,790$            1.1           (0.16)        2.56         (4.45)        200504
Wasner, Schroeder and Company, LLC 261$                          0.0           (4.72)        (3.69)        (4.88)        200507
Western Asset Management 71,127$                     0.0           (2.93)        (1.64)        (2.63)        200507
Tranche 1 1,262,809,222$          8.3           0.25         - 3.17         200601
Tranche 2 2,899,074,472$          19.0         0.24         - 2.98         200601
Transition Account 1,566,613,819$          10.3         (0.01)        - (4.74)        200601
Fixed Income Tranche 7,011,828,673$          46.0         1.69         - 1.96         200601
TOTAL SIF COMPOSITE 15,230,261,183$     100.0      (1.53)      3.47        7.17        200507

Ohio Bureau of Workers' Compensation



State Insurance Total Fund Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Ohio Bureau of Workers' Compensation



State Insurance Total Fund Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

BWC-Bureau of Workers' Comp 109 322,543,277$          100.0       0.33         1.14         2.67         200507
TOTAL SIF CASH COMPOSITE 322,543,277$        100.0      0.33        1.14        2.67        200507

Ohio Bureau of Workers' Compensation



Total Domestic Equity Performance Gross of Fees
February 28, 2006

% of
Total Current

Investment Type Market Value Fund Month

TOTAL DOMESTIC EQUITY COMPOSITE -$                       3.69        
  

 

Total Domestic Equity Performance Net of Fees
February 28, 2006

% of
Total Current

Investment Type Market Value Fund Month

TOTAL DOMESTIC EQUITY COMPOSITE -$                       3.69        
  

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation



Total Domestic Equity Performance Gross of Fees
February 28, 2006

  
Trailing Inception Inception

3 Months to Date Date

18.53      25.70      200507

Total Domestic Equity Performance Net of Fees
February 28, 2006

  
Trailing Inception Inception

3 Months to Date Date

18.45      25.44      200507

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation



Total International Equity Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

ING Investments 144,518$                 0.7           1.25         12.65       26.34       200507
Capital Guardian 137,272$                 0.7           (4.67)        8.10         22.73       200507
Clay Finlay International Equity 4,521,080$              23.3         12.98       25.00       39.82       200507
Invesco Global 1,126,609$              5.8           (5.09)        0.79         9.33         200507
Lombard Odier 228,928$                 1.2           (4.31)        (1.42)        7.94         200507
Montgomery Intl 12,300$                    0.1           (1.16)        1.04         0.08         200507
Oechsle Intl 113,465$                 0.6           (1.43)        (12.97)      (1.66)        200507
Putnam Institutional - International Equity 1,028,847$              5.3           6.17         5.43         18.16       200507
Simms Capital Intl 29,152$                    0.2           -           -           -           200507
Societe General Investment Management 12,065,838$            62.2         (2.44)        7.97         20.61       200507
TOTAL INTERNATIONAL EQUITY COMPOSITE 19,408,010$         100.0      (2.11)      7.56        19.04      200507

Composites  

Capital Guardian 137,272$                 10.9         (4.67)        8.10         22.73       200507
Invesco Global 1,126,609$              89.1         (5.09)        0.79         9.33         200507
INTERNATIONAL VALUE COMPOSITE 1,263,881$           100.0      (4.95)      15.30      27.42      200507

ING Investments 144,518$                 0.9           1.25         12.65       26.34       200507
Clay Finlay International Equity 4,521,080$              27.0         12.98       25.00       39.82       200507
Societe General Investment Management 12,065,838$            72.1         (2.44)        7.97         20.61       200507
INTERNATIONAL GROWTH COMPOSITE 16,731,437$         100.0      (2.12)      12.15      25.43      200507

Lombard Odier 228,928$                 100.0       (4.31)        (1.42)        7.94         200507
INTERNATIONAL CORE COMPOSITE 228,928$              100.0      (3.21)      4.41        16.62      200507

 

Total International Equity Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

ING Investments 144,518$                 0.7           1.25         12.48       25.96       200507
Capital Guardian 137,272$                 0.7           (4.67)        7.99         22.47       200507
Clay Finlay International Equity 4,521,080$              23.3         12.98       24.88       39.53       200507
Invesco Global 1,126,609$              5.8           (5.09)        0.71         9.06         200507
Lombard Odier 228,928$                 1.2           (4.31)        (4.66)        4.28         200507
Montgomery Intl 12,300$                    0.1           (1.16)        1.04         0.08         200507
Oechsle Intl 113,465$                 0.6           (1.43)        (12.97)      (22.69)      200507
Putnam Institutional - International Equity 1,028,847$              5.3           6.17         5.43         18.16       200507
Simms Capital Intl 29,152$                    0.2           -           -           -           200507
Societe General Investment Management 12,065,838$            62.2         (2.44)        7.97         20.39       200507
TOTAL INTERNATIONAL EQUITY COMPOSITE 19,408,010$         100.0      (2.11)      7.50        18.83      200507

Composites
Capital Guardian 137,272$                 10.9         (4.67)        7.99         22.47       200507
Invesco Global 1,126,609$              89.1         (5.09)        0.71         9.06         200507
INTERNATIONAL VALUE COMPOSITE 1,263,881$           100.0      (4.95)      15.19      27.13      200507

ING Investments 144,518$                 0.9           1.25         12.48       25.96       200507
Clay Finlay International Equity 4,521,080$              27.0         12.98       24.88       39.53       200507
Societe General Investment Management 12,065,838$            72.1         (2.44)        7.97         20.39       200507
INTERNATIONAL GROWTH COMPOSITE 16,731,437$         100.0      (2.12)      12.07      25.16      200507

Lombard Odier 228,928$                 100.0       (4.31)        (4.66)        4.28         200507
INTERNATIONAL CORE COMPOSITE 228,928$              100.0      (3.21)      4.38        16.50      200507

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation



Total Domestic Fixed Income Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Advent Capital Management 1,205$                      0.0           (2.96)        1.42         6.19         200507
Alliance Capital 10,193$                    0.0           (3.76)        (2.80)        (4.10)        200507
Banc One Managed 1030 71,943$                    0.0           (3.28)        (2.45)        (2.75)        200507
Blackrock 28,243$                    0.0           (1.97)        (0.89)        (2.19)        200507
Blaylock Abacus Financial Group, Inc. 2,061$                      0.0           (4.06)        (3.23)        (4.18)        200507
Fairport Asset Management, LLC 385$                         0.0           (5.35)        (4.75)        (5.54)        200507
Holland Capital Management 793$                         0.0           (5.24)        (4.60)        (5.29)        200507
Hughes Capital Management 469$                         0.0           (6.41)        (5.77)        (6.30)        200507
Index Fund 1010 3,452$                      0.0           0.32         1.03         5.18         200507
John Hancock Advisers, LLC. 75,435$                    0.0           (3.92)        (2.80)        (3.85)        200507
LM Capital Group, LLC 4,014$                      0.0           (4.22)        (3.38)        (4.45)        200507
Morgan Stanley Investments LP 140,703$                 0.0           (2.89)        (1.90)        (1.94)        200507
Prima Capital Advisors 83,788$                    0.0           (2.24)        (0.86)        0.14         200507
Pugh Capital Management 441$                         0.0           (2.57)        (1.34)        (1.85)        200507
Reams Capital Management, LLC 9,682$                      0.0           (3.45)        (2.30)        (1.34)        200507
Smith Graham Management 72,997$                    0.0           (0.55)        0.58         (1.37)        200507
SSGA Passive Bond MRT CTF 305,750,176$          4.2           0.32         2.38         3.16         200511
Taplin, Canida & Habacht 10,614$                    0.0           (4.39)        (3.31)        (3.16)        200507
Wasmer, Schroeder and Company, LLC 261$                         0.0           (4.72)        (3.69)        (4.73)        200507
Western Asset Management 71,127$                    0.0           (2.93)        (1.64)        (2.57)        200507
Fixed Income Tranche 5 7,011,828,673$       95.8         1.69         - 1.96         200601
TOTAL DOMESTIC FIXED INCOME COMPOSITE 7,318,166,655$     100.0      0.34        1.51        0.96        200507

Total Domestic Fixed Income Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

Advent Capital Management 1,205$                      0.0           (2.96)        1.42         5.80         200507
Alliance Capital 10,193$                    0.0           (3.76)        (2.80)        (4.13)        200507
Banc One Managed 1030 71,943$                    0.0           (3.28)        (2.45)        (2.75)        200507
Blackrock 28,243$                    0.0           (1.97)        (0.89)        (2.23)        200507
Blaylock Abacus Financial Group, Inc. 2,061$                      0.0           (4.06)        (3.23)        (4.32)        200507
Fairport Asset Management, LLC 385$                         0.0           (5.35)        (4.75)        (5.67)        200507
Holland Capital Management 793$                         0.0           (5.24)        (4.67)        (5.49)        200507
Hughes Capital Management 469$                         0.0           (6.41)        (5.83)        (6.40)        200507
Index Fund 1010 3,452$                      0.0           0.32         1.03         5.18         200507
John Hancock Advisers, LLC. 75,435$                    0.0           (3.92)        (2.80)        (3.88)        200507
LM Capital Group, LLC 4,014$                      0.0           (4.22)        (3.38)        (4.56)        200507
Morgan Stanley Investments LP 140,703$                 0.0           (2.89)        (1.94)        (2.06)        200507
Prima Capital Advisors 83,788$                    0.0           (2.24)        (0.94)        (0.03)        200507
Pugh Capital Management 441$                         0.0           (2.57)        (1.41)        (2.07)        200507
Reams Capital Management, LLC 9,682$                      0.0           (3.45)        (2.32)        (1.39)        200507
Smith Graham Management 72,997$                    0.0           (0.55)        0.50         (1.52)        200507
SSGA Passive Bond MRT CTF 305,750,176$          4.2           0.32         2.38         3.16         200511
Taplin, Canida & Habacht 10,614$                    0.0           (4.39)        (3.33)        (3.21)        200507
Wasner, Schroeder and Company, LLC 261$                         0.0           (4.72)        (3.69)        (4.88)        200507
Western Asset Management 71,127$                    0.0           (2.93)        (1.64)        (2.63)        200507
Fixed Income Tranche 5 7,011,828,673$       95.8         1.69         - 1.96         200601
TOTAL DOMESTIC FIXED INCOME COMPOSITE 7,318,166,655$     100.0      0.34        1.50        0.89        200507

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation



Total Alternative Investments Performance Gross of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

American Express - Private Equity 5,084$                     0.0           11.65       (7.24)        12.40       200504
Buy Out  - Private Equity 143,431,150$          31.9         (0.12)        1.94         32.66       200504
Coin  - Private Equity 45,426,870$            10.1         -           -           3.10         200504
Fund of Funds  - Private Equity 48,681,188$            10.8         -           0.21         14.61       200504
Mezzanine  - Private Equity 49,456,186$            11.0         -           3.86         19.18       200504
Venture Capital  - Private Equity 162,933,790$          36.2         (0.16)        2.56         (4.45)        200504
TOTAL ALTERNATIVE COMPOSITE 449,934,268$        100.0      (0.11)      1.91        9.06        200504

Total Alternative Investments Performance Net of Fees
February 28, 2006

% of   
Total Current Trailing Inception Inception

Investment Type Market Value Fund Month 3 Months to Date Date

American Express - Private Equity 5,084$                     0.0           11.65       (7.24)        12.40       200504
Buy Out  - Private Equity 143,431,150$          31.9         (0.12)        1.94         32.66       200504
Coin  - Private Equity 45,426,870$            10.1         -           -           3.10         200504
Fund of Funds  - Private Equity 48,681,188$            10.8         -           0.21         14.61       200504
Mezzanine  - Private Equity 49,456,186$            11.0         -           3.86         19.18       200504
Venture Capital  - Private Equity 162,933,790$          36.2         (0.16)        2.56         (4.45)        200504
TOTAL ALTERNATIVE COMPOSITE 449,934,268$        100.0      (0.11)      1.91        9.06        200504

Ohio Bureau of Workers' Compensation

Ohio Bureau of Workers' Compensation
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