
                           

 

  Workers’ Compensation Oversight Commission 
 

OVERSIGHT COMMISSION 
Agenda 

 
Date:            May 24, 2007 
Time:           11:00 a.m. 
Location:     William Green Building, Second Floor, Room 3 

 
Oversight Commission  
 
William E. Sopko, Chairman 
President,  
STAMCO Industries 
representing state-fund employers 
 
William A. Burga 
President 
Ohio AFL-CIO 
representing organized labor 
 
Mary Beth Carroll 
Vice President,  
FirstEnergy 
representing self-insured 
 
Michael C. Koetters 
Managing Director 
Strategic Asset Alliance 
representing the public 
 
Denise M. Farkas, CFA 
Chief Investment Officer 
Sigma Investments 
representing investments 
  
Edwin McCausland, CFA 
President,  
Investment Perspectives, LLC 
representing investments 
 
Charles W. Kranstuber, LPA 
President,  
The Law Offices of Kranstuber 
representing injured workers 
 
 
 
 
 
The next WCOC 
Oversight Commission meeting is scheduled 
for:  
 
Date:         June 14, 2007 
Time: 11 a.m. 
Location:   William Green Building,        
                  Second Floor, Room 3 

 

Opening remarks 

Chairman’s comments............................................................... William Sopko 

 

Old business 

Approval of the April 26, 2007 meeting minutes ..................... William Sopko 

Review schedule of projects...................................................... William Sopko 

 

New Business 

1. Administrator’s comments ...................................................... Marsha Ryan 
 
2. CFO financial statement package ....................................... Tracy Valentino 
 
3. Audit Committee (update) .....................................................Denise Farkas 
 
4. Investment Committee (update) .............................................Mike Koetters 
 
5. Annual BWC Investment Policy (review and update).......... William Sopko 
 
6. Private Equity contract extension recommendation: 

UBS private equity placement agent contract extension, first 
consideration, possible vote..................Bruce Dunn and Mark Brubaker 

 

Rules  

1. Self-Insuring Employer Rule Changes 4123-19-03 (K)(5) and               
4123-19-03(A)(1)9c), second consideration, possible vote  ...... Dave Boyd 

 

 

Adjourn .................................................................................... William Sopko 



WORKERS’ COMPENSATION OVERSIGHT COMMISSION 
 

THURSDAY APRIL 29, 2007, 11:00 A.M. 
WILLIAM GREEN BUILDING 

THE NEIL SCHULTZ CONFERENCE CENTER 
30 WEST SPRING ST., 2nd  FLOOR (MEZZANINE) 

COLUMBUS, OHIO 43215 
 
Members Present: Bill Sopko, Chairman 
   Michael Koetters  
   Mary Beth Carroll 
   Charles Kranstuber  
   William Burga 
   Edwin McCausland  
   Senator Steve Stivers 
   Senator Eric Kearney 
 
Members Absent:  Denise Farkas 
   Representative Tom Brinkman 
   Representative Kenny Yuko 
     
     
ROLL CALL 
 
 Mr. Sopko called the meeting to order at 11:00 a.m. and the roll call was taken.  
 
 
OPENING REMARKS  
 
 Mr. Sopko reported that Ms. Farkas would not be present because of a death in 
her family. 
 
 Mr. Sopko reported that he had an inquiry from Mr. Burga on the role of 
JPMorgan Chase in management of BWC. First, JPMorgan is the depositary bank for 
BWC funds, in accordance with a contract between the Treasurer of State. Second, when 
BWC terminated its investment managers, JPMorgan became the holder of the 
investments. That role is now shared with State Street Bank & Trust. JPMorgan may be 
among those who respond to a Request for Proposals (RFP) as an investment manager. 
 
 Mr. Burga reported that Mid-America Cleaning Contractor is a vendor for 
JPMorgan. The Service Employees International Union has alleged that Mid-America 
unfairly treats its workers and is preventing organization in violation of federal labor 
laws. Mr. Sopko responded that this issue can be addressed by the Investment Committee 
in the Investment Policy. 
 



 Mr. Burga announced that he is retiring from the AFL-CIO and resigning from the 
Oversight Commission effective June 1. Mr. Sopko thanked Mr. Burga for his years of 
service and called for and received a round of applause.  
 
 
ADMINISTRATOR’S REMARKS 
 

Tina Kielmeyer, Acting Administrator, reported that the BWC biennial budget 
had several hearings before the House of Representatives Insurance Committee and was 
eventually passed in the House on April 25 by a vote of 87 to 7. Bruce Dunn, Chief 
Investment Officer; Tracy Valentino, Chief Financial Officer; Liz Bravender, Actuarial 
Director; and Lee Damsel, Director of Investments had testified for BWC. The 
appropriation portion of the bill remained largely unchanged; however, there were a 
handful of amendments approved. Ms. Kielmeyer also explained that the governance 
structure proposed in the Turn Around Ohio plan remained largely intact in the bill, but 
will be supplemented with a Legislative Oversight panel. The BWC budget will now 
move to the Ohio Senate.  

 
Ms. Kielmeyer also reported that the Senate confirmed Marsha Ryan as the new 

Administrator. 
 
Ms. Kielmeyer announced the formation of a product development team. The 

purpose of this group will be to provide customer and stakeholder input on employer rate-
making and rating equity. BWC received a report in 2006 on rate-making and premium 
equity and recommended an overall rate-making structure and improvement of group 
rating. BWC will now form a workgroup with stakeholders on both issues. The project is 
on fast-track and set to complete its work in thirty to sixty days and will likely include 
administrative rule changes. 

 
Ms. Kielmeyer thanked the Oversight Commission for its advice and guidance in 

her two terms as Acting Administrator.  
 
 

NEW BUSINESS 
 
AUDIT COMMITTEE 
 
 Mr. Sopko reported that the Audit Committee did not meet and that there is no 
report.  
 
 
INVESTMENT COMMITTEE 
 
 
 Mr. Koetters reported that the Investment Committee had also met earlier in the 
day and had several recommendations to propose to the Oversight Commission.  
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INTERIM INVESTMENT STRATEGY RECOMMENDATION 
 
 Mr. Dunn recommended transfer of the Public Works Relief Fund and the Marine 
Industry Fund to the JPMorgan U.S. Government Money Market Fund, a registered 
mutual fund. The fund has been used by BWC for several years. Mr. Brubaker reported 
that the fund is highly capitalized and the current inverted yield curve has caused the 
yield of the Fund to be comparable in yield to the current investment benchmark, the 
Lehman Intermediate U. S. Government Index. Moving these assets now will assist in the 
transfer of other larger ancillary fund assets. Mr. Koetters reported that the Investment 
Committee supports the transfer. 
 
 Mr. Sopko moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-13 and adopt the recommendation of the Investment 
Committee that BWC liquidate all assets of the Public Work-Relief Employees’ Fund and 
the Marine Industry Fund currently invested in the Ohio Bond Fund, with all proceeds to 
be reinvested on an interim basis in the JPMorgan U.S. Government Money Market 
Fund, for the reasons outlined in the memorandum dated April 16, 2007, prepared by 
BWC’s Chief Investment Officer, and that BWC implement this strategy as expeditiously 
as possible. Ms. Carroll seconded the motion.  
 
 Mr. McCausland stated that he favored the investment portion of the resolution. 
However, he has concerns about the custody arrangement of the JPMorgan fund. 
 
 The motion was approved by a roll call vote of five ayes and no nays. Mr. 
McCausland abstained.  
 
 
INVESTMENT POLICY RECOMMENDATION 
 
 Mr. Dunn recommended amendment of the Investment Policy because BWC may 
be issuing an RFP for fixed income managers in thirty days. Mr. Brubaker explained that 
the percentage that the Investment Policy sets is too restrictive on the amount of BWC 
funds which a manager may have in its portfolio. The change will remove the 5% 
constraint on “specific strategy, style, or partnership” to 5% of an asset class.  
 
 Mr. McCausland moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-14 relating to the approval and adoption of a revision to 
the Bureau of Workers' Compensation Statement of Investment Policy and Guidelines 
(Section IV. C. i) to loosen constraints on the percentage of assets managed by any one 
manager, in order to allow for more managers to qualify for active mandates, for the 
reasons outlined in the memorandum of Mark Brubaker dated March 19, 2007. Upon 
adoption of the motion, the statement of Investment Policy and Guidelines shall read as 
set forth in the Appendix to WCOC Resolution 07-14. Mr. Burga seconded and the 
motion was approved by a roll call vote of six ayes and no nays.  
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OLD BUSINESS 
 
MINUTES OF MARCH 29, 2007 
 
 Mr. Kranstuber moved that the minutes of March 29, 2007, be approved. Ms. 
Carroll seconded and the minutes were approved by a roll call vote of three ayes and no 
nays. Mr. Burga and Mr. Koetters abstained because they were not present at the meeting.  
 
 
CFO FINANCIAL STATEMENT PACKAGE 
  
 Ms. Valentino reported on financial statements for March 2007. Net assets as of 
June 30, 2006, were at a $127 million deficit; as of March 31, 2007, net assets are $661 
million. There was a decline from February 2007 because of a decline in the fair market 
value of the investment portfolio. BWC has collected $1.9 billion in premiums. This is 
2% less than projected because of employer incentive programs. BWC experienced an 
increase in premium income of $256 million because of the 2006 rate increase. All 
indemnity and medical expense is less. BWC has paid out $46 million more in lump-sum 
settlements because of the Pursuit of Settlement program. While these are high 
expenditures now, they should have a positive impact when Mercer Oliver Wyman 
recalculates the reserve in April. Investment income increased because of higher interest 
rates.  
 
 The State Insurance Fund surplus is $2 billion. The recently posted reserve 
requirement to the balance sheet for the Disabled Workers Relief Fund (DWRF) will be 
appropriately matched with corresponding assets if the change to DWRF accounting 
treatment is approved by the General Assembly. The Statement of Net Assets now 
reflects completion of the investment transition and no longer includes a large account 
receivable. With respect to cash flows, BWC has had slower collection because of greater 
employer participation in the 50/50 payment program. Disbursements are higher than 
projected because of distributions in the Santos case and safety program incentives. Net 
assets at the end of the fiscal year are projected to be $673 million. The projection for 
BWC net assets will be $2 billion if the General Assembly approves the DWRF 
accounting treatment amendment.  The trade ratios continue to improve. 
 
 Senator Stivers asked about the $50 million provision for uncollectibles and it 
being $13 million more than projected. Ms. Valentino responded that BWC believes it is 
larger because of the 2006 increase in rates and not the 50/50 payment program. 
Employers using the 50/50 program are all sizes and greater participation is caused by the 
BWC push for on-line payment. Senator Stivers complimented all BWC staff for 
improvements.  
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ADMINISTRATOR’S OPERATIONAL PERFORMANCE REPORT 
  
 Ms. Kielmeyer reported that the first quarterly Operational Performance Report 
was distributed last month to the Oversight Commission. She requested comments for 
additions and improvements.  
 
 
RULES/RESOLUTIONS FOR SECOND CONSIDERATION: BWC ETHICS, 
FIVE-YEAR RULE REVIEW, OHIO ADMINISTRATIVE CODE CHAPTER 
4123-15, AND BWC ETHICS STANDARDS OF CONDUCT, OHIO 
ADMINISTRATIVE CODE RULE 4123-15-03 
 
 Tom Sico, Director of Legal Operations, recommended amendment of Ohio 
Administrative Code chapter 4123-15 regarding BWC ethics. The rules date from 1978 
and are mandated by legislation. Rule 4123-15-01 is amended to include a 
recommendation from Mr. Kranstuber that an employee may be disciplined for violation 
of a statute or rule. Rule 4123-15-03 has been re-written to adopt the Model Ethics Policy 
of the Ohio Ethics Commission. An amendment to Rule 4123-15-07 deletes references to 
Regional Boards of Review and Rule 4123-15-08 contains a change to a rule reference. 
Governor Strickland has an interest in government ethics and his office has not objected 
to any of the changes. 
 
 Mr. Burga moved that the Workers' Compensation Oversight Commission 
approve WCOC resolution 07-09 relating to the Five Year Rule Review of the ethics 
rules of Chapter 4123-15 of the Administrative Code. The resolution consents to the 
Administrator amending four rules and retaining the remaining rules of chapter 4123-15 
as presented here today. Mr. Koetters seconded and the motion was approved by a roll 
call vote of five ayes and no nays.  
 
 
RULES/RESOLUTIONS FOR SECOND CONSIDERATION: ADVANCE COM-
PENSATION PAYMENTS, OHIO ADMINISTRATIVE CODE RULE 4123-5-20  
 
 Mr. Sico recommended amendment of the rule regarding advancement of 
compensation, Ohio Administrative Code Rule 4123-5-20. The amendment changes the 
time-frame in processing and requires the employer to file the agreement within thirty 
days of signing. 
 
 Ms. Carroll moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-10 relating to a rule on the advancement of compensation 
payments by an employer to an injured worker following an injury. The resolution 
consents to the Administrator amending Rule 4123-5-20 of the Administrative Code as 
presented here today. Mr. Koetters seconded and the motion was approved by a roll call 
vote of five ayes and no nays. 
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RULES/RESOLUTIONS FOR SECOND CONSIDERATION: LONG-TERM 
CARE LOAN PROGRAM, OHIO ADMINISTRATIVE CODE RULE 4123-17-31  
 
 Todd Spence, Manager, Employer Consulting, and Carol Morrison, Manager, 
Business Development, recommended amendment of Ohio Administrative Code Rule 
4123-17-31 for the Long-Term Care Loan Program. Mr. Spence reported that the BWC 
budget bill had been amended to include hospitals in the program, which will require 
later amendment if enacted into law. BWC has estimated that between 900 and 1,000 
employers will benefit from the program. The Ohio Academy of Nursing Homes has not 
objected to the amendments. BWC Special Investigations Division has asked to add a 
new provision in paragraph C regarding fraud. Ms. Morrison reported that an employer’s 
loan will be capped at $100,000 and the interest rate at prime plus 2.5%. Mr. Sopko asked 
if there was a change in the loan limitations and Ms. Morrison replied there was no 
change. 
 
 Mr. Koetters moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-11 relating to Rule 4123-17-31 of the Administrative 
Code to implement the Long-Term Care Loan Fund Program using funds transferred 
from the Safety and Hygiene Fund. The resolution consents to the Administrator 
amending Rule 4123-17-31 of the Administrative Code as presented here today. Ms. 
Carroll seconded and the motion was approved by a roll call vote of five ayes and no 
nays. 
 
 
RULES/RESOLUTIONS FOR FIRST AND SECOND CONSIDERATION: 
PAYMENT OF CHILD SUPPORT AND PROVISION OF ADDITIONAL 
SECURITY BY SELF-INSURING EMPLOYERS, OHIO ADMINISTRATIVE 
CODE RULE 4123-19-03  
 
 Mr. Sopko stated that this agenda item combines both first and second 
considerations of amendments to the same rule, so the item is treated as a first 
consideration. 
 
 Dave Boyd, Director, Self-Insured Department, recommended amendment of 
Ohio Administrative Code Rule 4123-19-03 regarding inclusion of Senate Bill 7 
requirements on payment of child support. SB 7 contains provisions that conflict with 
existing provisions of paragraph (K)(5) of the rule, so the rule will be changed. Mr. Boyd 
also recommended amendment of paragraph (A)(1) based on a case involving obtaining 
additional security for an applicant for self-insurance. The court held that BWC could not 
obtain a personal guaranty from the principals of the employer because the rule required 
that it be “paid.” The amendment changes “paid” to “provided” because the court’s ruling 
could be applied to other forms of security.  
 
 Mr. Sopko tabled the amendments to the May meeting.  
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RULES/RESOLUTIONS FOR FIRST CONSIDERATION: PRIVATE EM-
PLOYER RATE INDICATION 
 
 Ms. Kielmeyer reported that BWC had received the fiscal year 2008 rate 
recommendations from Mercer Oliver Wyman for the policy year beginning July 1, 2007. 
After careful review, BWC has chosen a recommendation based on the decline in 
accident rate during the past decade, continued positive trends in payments, and 
continued positive financial performance. Accordingly, she recommends a zero percent 
(0%) change in overall rates. While Ms. Kielmeyer acknowledged that BWC’s financial 
and operational improvements over the past two years, she explained that a longer, 
strategic focus that takes into consideration remaining operational and rate-making 
issues, transparency, and predictability of rates, require the ongoing diligence of BWC. 
This recommendation makes workers' compensation expenses predictable for employers. 
This recommendation is the first in five years in which there is no raise in the rates. 
 
 Ms. Bravender reviewed the methodology used by Mercer for its 
recommendations. The rates are effective for payroll reported from July 1, 2007, to June 
30, 2008, and will collect $1.5 billion in premium. BWC will take the recommendation 
and calculate rates for the 528 manuals and all employers. No manual rate will change by 
more than 30%. A comparison of BWC rates and those of the National Council on 
Compensation Insurance shows that Ohio matches national trends. 
 
 Mr. Sopko asked what the rate change is since 1998. Ms. Bravender replied that if 
BWC uses 1994 as a base and applies a Consumer Price Index type of methodology, then 
employers are paying 26% less. This does not include $10 billion in dividends returned to 
employers.  
 
 Mr. Burga asked what the rate of fatalities is. Ms. Kielmeyer responded these 
rates have changed little in recent years. Ohio experiences 220 to 230 industrial accident 
deaths per year.  
 
 Ms. Carroll moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-15 relating to the premium rates for private employers 
effective July 1, 2007. The resolution consents to the Administrator fixing private 
employer rates to achieve an overall zero per cent change in the total collectible premium 
from the previous year. The resolution also consents to the Administrator preparing 
private employer rate rules consistent with this policy. Mr. Koetters seconded and the 
motion was approved by a roll call vote of five ayes and no nays.  
 
 
RULES/RESOLUTIONS FOR FIRST CONSIDERATION: PUBLIC EMPLOYER 
STATE AGENCY RATE RECOMMENDATION, OHIO ADMINISTRATIVE 
CODE RULE 4123-17-35 
 
 Ms. Bravender recommended amendment of Ohio Administrative Code Rule 
4123-17-35 regarding state agency employer rates. BWC recommends a zero per cent 
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overall rate change. Nineteen agencies will experience increases, 102 agencies will have 
decreases, and five will have no change. 
 
 Mr. Sopko moved that the Workers' Compensation Oversight Commission 
approve WCOC Resolution 07-16 relating to Rule 4123-17-35 of the Administrative 
Code. The resolution consents to the Administrator adopting the state agency rates as 
presented today. Mr. Koetters seconded and the motion was approved in a roll call vote 
of five ayes and no nays.  
 
 
ADJOURNMENT 
 
 Ms. Carroll announced that it was Bring Your Child to Work Day. Mr. Sopko 
thanked all those who attended and invited guests to speak with the Oversight 
Commission.  
 
 Mr. Sopko announced that the next meeting will be May 24.  
  
 Mr. Burga moved to adjourn and Mr. Sopko adjourned the meeting.  
 
 
 
Prepared by: Larry Rhodebeck, BWC Attorney 
H:\Word\ldr\WCOC0407.doc 
May 17, 2007 
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OHIO WORKERS’ COMPENSATION  
OVERSIGHT COMMISSION 
SCHEDULE OF PROJECTS  

 
JANUARY 25, 2007 

 
 
 
1. Project Area:   Organization and Structure of the Health   
     Partnership Program 
 Personnel Responsible: Dr. Greg Jewell, Chief Medical Officer 
 Date Assigned:  December 14, 2006  
 Project Description:  Dr. Jewell will prepare a white paper to educate the 
Oversight Commission on the organization, structure, and functioning of the Health 
Partnership Program. January 2007 status: The white paper was received by Oversight 
Commission members prior to the January meeting. 
 Project Status:   Complete  
 
 
2. Project Area:   Drug-Free Workplace Program 
 Personnel Responsible:  Tracy Valentino, Chief Financial Officer 
 Date Assigned:  December 14, 2006 
 Project Description:  Report the number of employers participating in the 
DFWP; the savings in premiums; and the average premium savings per employer 
 Project Status:   Complete 
  
 
 
H:\Word\ldr\OCSchedule of Projects 1206.doc 
February 2, 2007 
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BWC Financial Reporting Package – May 2007 2

Combined net assets have increased from a $127 million deficit at June 30, 2006
to a $786 million combined surplus at April 30, 2007.

Net investment income contributed $1.2 billion to the growth of net assets. This
growth is partially offset by an operating loss of $276 million. While premium and
assessment income increased and workers’ compensation benefits decreased from
the prior fiscal year these improvements alone are not enough to generate positive
operating results.

Fiscal year 2007 results are being positively impacted by growth in the estimated
collectible premium for private employers resulting from the 3.9 percent increase
in private employer rates for the July 1, 2006 policy period.

Medical payments in fiscal year 2007 are $39 million lower than in the same period
of fiscal year 2006, while lump sum settlement payments have increased by
$60 million this fiscal year compared to last fiscal year due to the settlement pilot
focusing on higher reserve PTD and death claim settlements.

The net investment income ratio is being impacted by higher interest earnings
resulting from the transition of the investment portfolio to a bond index fund during
the third quarter of fiscal year 2006. During the third quarter of FY 2007, the bond
index fund units owned by the State Insurance Fund were liquidated and transitioned
into holdings that reflect the asset allocations in the Investment Policy Statement.

The fiscal year-to-date 2007 operating results have generated over a 30 point
improvement in the trade combined ratio. The trade combined ratio is 78.7 percent
at April 30, 2007 compared to 109.1 percent at April 30, 2006.

Financial Report May ’07
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BWC Financial Reporting Package – May 2007 3

Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Total Operating Revenues

Total Operating Expenses

Net Operating Gain (Loss)

Net Investment Income

Increase (Decrease) in Net Assets

Net Assets Beginning of Period

Net Assets End of Period

$ 1,995 $ 2,102 $ (107) $ 1,789 $ 206

2,271 2,524 253 2,494 (223)

(276) (422) 146 (705) 429

1,189 297 892 764 425

913 (125) 1,038 59 854

(127) (127) – (990) 863

$ 786 $ (252) $ 1,038 $ (931) $ 1,717

(in millions)

Fiscal year to date April 30, 2007

Statement of Operations



Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Operating Revenues

Premium & Assessment Income

Provision for Uncollectibles

Other Income

Total Operating Revenue

Operating Expenses

Benefits & Compensation
Adj. Expense

Other Expenses

Total Operating Expenses

Net Operating Gain (Loss)

Investment Income

Interest and dividend income

Realized & unrealized
capital gains (losses)

Investment manager and 
operational fees

Gain (loss) on disposal
of fixed assets

Net Investment Income

Increase (Decrease) in Net Assets

Net Assets Beginning of Period

Net Assets End of Period

$ 2,031 $ 2,127 $ (96) $ 1,812 $ 219

(53) (38) (15) (38) (15)

17 13 4 15 2

1,995 2,102 (107) 1,789 206

2,191 2,438 247 2,389 (198)

80 86 6 105 (25)

2,271 2,524 253 2,494 (223)

(276) (422) 146 (705) 429

681 723 (42) 601 80

516 (405) 921 246 270

(8) (21) 13 (83) (75)

– – – – –

1,189 297 892 764 425

913 (125) 1,038 59 854

(127) (127) – (990) 863

$ 786 $ (252) $ 1,038 $ (931) $ 1,717

(in millions)

Statement of Operations

Fiscal year to date April 30, 2007
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Disabled Public Work- Self-Insuring
Workers’ Coal-Workers Relief Marine Employers’ Administrative

State Insurance Relief Pneumoconiosis Employees’ Industry Guaranty Cost
Fund Account Fund Account Fund Account Fund Account Fund Account Fund Account Fund Account Totals

Operating Revenues

Premium & Assessment 
Income

Provision for Uncollectibles

Other Income

Total Operating Revenue

Operating Expenses

Benefits & Compensation
Adj. Expense

Other Expenses

Total Operating Expenses

Net Operating Income (loss)
before operating transfers out

Operating transfers out

Net operating income (loss)

Investment Income

Investment income

Realized & unrealized
capital gains (losses)

Investment manager and 
operational fees

Gain (loss) on disposal
of fixed assets

Total non-operating
revenues, net

Increase (decrease)
in Net Assets (deficit)

Net Assets (deficit)
Beginning of Period

Net Assets (deficit)
End of Period

$ 1,595,588 $ 112,036 $ 887 $ 335 $ 664 $ 1,466 $ 320,210 $ 2,031,186

(46,343) (2,874) – – – (257) (3,903) (53,377)

10,968 – – – – – 6,780 17,748

1,560,213 109,162 887 335 664 1,209 323,087 1,995,557

1,696,675 175,691 1,269 265 150 1,065 316,039 2,191,154

18,303 419 464 – 72 – 61,045 80,303

1,714,978 176,110 1,733 265 222 1,065 377,084 2,271,457

(154,765) (66,948) (846) 70 442 144 (53,997) (275,900)

(2,025) – – – – – 2,025 –

(156,790) (66,948) (846) 70 442 144 (51,972) (275,900)

616,002 48,653 10,237 951 683 1,719 2,648 680,893

481,659 27,867 5,708 521 370 – – 516,125

(7,634) (312) (65) (6) (4) – – (8,021)

– – – – – – (25) (25)

1,090,027 76,208 15,880 1,466 1,049 1,719 2,623 1,188,972

933,237 9,260 15,034 1,536 1,491 1,863 (49,349) 913,072

1,278,844 (960,065) 160,138 16,146 12,158 3,472 (637,315) (126,622)

$ 2,212,081 $ (950,805) $ 175,172 $ 17,682 $ 13,649 $ 5,335 $ (686,664) $ 786,450

(in thousands)

Statement of Operations
Combining Schedule

Fiscal year to date April 30, 2007
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Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Assets

Total Cash and Investments

Accrued Premiums

Other Accounts Receivable

Investment Receivables

Other Assets

Total Assets

Liabilities

Reserve for Compensation and 
Compensation Adj. Expense

Accounts Payable

Investment Payable

Other Liabilities

Total Liabilities

Net Assets

$ 17,269 $ 16,645 $ 624 $ 16,329 $ 940

3,024 2,567 457 2,890 134

213 581 (368) 244 (31)

313 70 243 70 243

121 119 2 127 (6)

$ 20,940 $ 19,982 $ 958 $ 19,660 $ 1,280

19,223 $ 19,454 $ 231 $ 19,838 $ (615)

84 80 (4) 55 29

213 – (213) – 213

634 700 66 698 (64)

20,154 20,234 80 20,591 (437)

$ 786 $ (252) $ 1,038 $ (931) $ 1,717

(in millions)

As of April 30, 2007

BWC Financial Reporting Package – May 2007 6
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Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Cash flows from operating activities:

Cash receipts from premiums

Cash receipts – other

Cash disbursements for claims

Cash disbursements for other

Net cash provided (used) by
operating activities

Net cash flows from capital
and related financing activities

Net cash provided (used)
by investing activities

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents,
beginning of period

Cash and cash equivalents,
end of period

$ 2,152 $ 2,254 $ (102) $ 2,064 $ 88

28 9 19 24 4

(1,744) (1,699) (45) (1,734) (10)

(458) (351) (107) (361) (97)

(22) 213 (235) (7) (15)

(24) (20) (4) (21) (3)

456 12 444 (806) 1,262

410 205 205 (834) 1,244

194 194 - 1,282 (1,088)

$ 604 $ 399 $ 205 $ 448 $ 156

(in millions)

Fiscal year to date April 30, 2007

BWC Financial Reporting Package – May 2007 7
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Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

$ 615,861,786 $ 676,325,000 $ (60,463,214) $ 406,017,761 $ 209,844,025

16,034,560 13,425,000 2,609,560 58,783,235 (42,748,675)

20,454,836 20,912,500 (457,664) 54,924,814 (34,469,978)

10,896,996 3,000,000 7,896,996 20,878,623 (9,981,627)

13,914,560 4,210,000 9,704,560 6,304,811 7,609,749

3,730,215 5,000,000 (1,269,785) 3,958,906 (228,691)

680,892,953 722,872,500 (41,979,547) 550,868,150 130,024,803

(861,253) 21,000,000 (21,861,253) 1,456,626,212 (1,457,487,465)

(3,830,214) (220,000,000) 216,169,786 (225,781,861) 221,951,647

34,586,058 (7,290,000) 41,876,058 14,753,891 19,832,167

85,498,763 51,773,166 33,725,597 (689,626,154) 775,124,917

400,731,139 (250,781,000) 651,512,139 (310,256,065) 710,987,204

516,124,493 (405,297,834) 921,422,327 245,716,023 270,408,470

(8,020,959) (20,657,374) 12,636,415 (32,756,945) (24,735,986)

$1,188,996,487 $ 296,917,292 $ 892,079,195 $ 763,827,228 $ 425,169,259

Statement of Investment Income

Fiscal year to date April 30, 2007

Interest Income

Bond Interest

Dividend Income (Dom & Int’l)

Money Market/
Commercial Paper Income

Misc. Income (Corp actions, etc.)

Private Equity

Net Securities Lending Income

Total Interest Income

Realized & Unrealized Capital
Gains and (Losses)

Net realized gain (loss) - Stocks
(Dom & Int’l)

Net realized gain (loss) - Bonds

Net gain (loss) - PE

Unrealized gain (loss) - Stocks
(Dom & Int’l)

Unrealized gain (loss) - Bonds

Change in Portfolio Value

Investment Expenses-Manager &
Operational Fees

Total Investment Income

BWC Financial Reporting Package – May 2007 8
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Actual Actual Actual
Quarter Quarter Quarter Actual

Sept. 30, 2006 Dec. 31, 2006 March 31, 2007 April 30, 2007

Total Operating Revenues

Total Operating Expenses

Net Operating Gain (Loss)

Net Investment Income

Increase (Decrease) In Net Assets

Net Assets Beginning of Period

Net Assets End of Period

$ 596 $ 649 $ 603 $ 147

773 706 539 253

(177) (57) 64 (106)

602 221 135 231

425 164 199 125

(127) 298 462 661

$ 298 $ 462 $ 661 $ 786

(in millions)

July 1, 2006 – April 30, 2007

Projected Projected
Projected Projected Quarter Fiscal Year
May 31, 2007 June 30, 2007 June 30, 2007 June 30, 2007

$ 188 $ 204 $ 539 $ 2,387

289 244 786 2,804

(101) (40) (247) (417)

66 64 361 1,319

(35) 24 114 902

786 751 661 (127)

$ 751 $ 775 $ 775 $ 775

(in millions)

Total Operating Revenues

Total Operating Expenses

Net Operating Gain (Loss)

Net Investment Income

Increase (Decrease) In Net Assets

Net Assets Beginning of Period

Net Assets End of Period

Projected Statement of Operations



Actual Actual Actual
Quarter Quarter Quarter Actual

Sept. 30, 2006 Dec. 31, 2006 March 31, 2007 April 30, 2007

Cash flows from operating activities:

Cash receipts from premiums

Cash receipts – other

Cash disbursements for claims

Cash disbursements for other

Net cash provided (used) by
operating activities

Net cash flows from capital
and related financing activities

Net cash provided (used)
by investing activities

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents,
beginning of period

Cash and cash equivalents,
end of period

$ 821 $ 209 $ 907 $ 216

9 6 7 6

(509) (526) (536) (174)

(139) (143) (138) (38)

182 (454) 240 10

(5) – (18) –

9 278 290 (122)

186 (176) 512 (112)

194 380 204 716

$ 380 $ 204 $ 716 $ 604

(in millions)

Projected Statement of Cash Flows

July 1, 2006 – April 30, 2007

Projected Projected
Projected Projected Quarter Fiscal Year
May 31, 2007 June 30, 2007 June 30, 2007 June 30, 2007

Cash flows from operating activities:

Cash receipts from premiums

Cash receipts – other

Cash disbursements for claims

Cash disbursements for other

Net cash provided (used) by
operating activities

Net cash flows from capital
and related financing activities

Net cash provided (used)
by investing activities

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents,
beginning of period

Cash and cash equivalents,
end of period

269 $ 29 $ 514 $ 2,451

1 1 8 30

(207) (164) (545) (2,116)

(32) (32) (102) (522)

31 (166) (125) (157)

– – – (23)

2 2 (118) 459

33 (164) (243) 279

604 637 716 194

$ 637 $ 473 $ 473 $ 473

(in millions)
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July 1, 2006 – April 30, 2007

Actual Actual Actual
Quarter Quarter Quarter Actual

Sept. 30, 2006 Dec. 31, 2006 March 31, 2007 April 30, 2007

Interest Income

Bond Interest

Dividend Income (Dom & Int’l)

Money Market/
Commercial Paper Income

Misc. Income (Corp actions, etc.)

Private Equity

Net Securities Lending Income

Total Interest Income

Realized & Unrealized Capital
Gains and (Losses)

Net realized gain (loss) - Stocks
(Dom & Int’l)

Net realized gain (loss) - Bonds

Net gain (loss) - PE

Unrealized gain (loss) - Stocks
(Dom & Int’l)

Unrealized gain (loss) - Bonds

Change in Portfolio Value

Investment Expenses-Manager &
Operational Fees

Total Investment Income

Projected Projected
Projected Projected Quarter Fiscal Year
May 31, 2007 June 30, 2007 June 30, 2007 June 30, 2007

BWC Financial Reporting Package – May 2007 11

Interest Income

Bond Interest

Dividend Income (Dom & Int’l)

Money Market/
Commercial Paper Income

Misc. Income (Corp actions, etc.)

Private Equity

Net Securities Lending Income

Total Interest Income

Realized & Unrealized Capital
Gains and (Losses)

Net realized gain (loss) - Stocks
(Dom & Int’l)

Net realized gain (loss) - Bonds

Net gain (loss) - PE

Unrealized gain (loss) - Stocks
(Dom & Int’l)

Unrealized gain (loss) - Bonds

Change in Portfolio Value

Investment Expenses-Manager &
Operational Fees

Total Investment Income

Projected Statement of
Investment Income

$ 210,425,631 $ 211,533,891 $ 138,970,027 $ 54,932,235

99,113 1,487,524 11,596,467 2,851,457

3,413,767 3,498,766 10,440,785 3,101,518

1,403,869 848,764 541,956 8,102,408

4,984,705 6,128,224 2,179,222 622,409

1,541,324 1,111,616 1,076,999 277

221,868,409 224,608,785 164,805,456 69,610,304

881,489 (133,284) (1,627,788) 18,329

(75,423) 5,224,840 2,067,462 (11,047,092)

2,807,629 13,753,836 15,229,339 2,795,251

(1,911,863) (1,381,741) (17,781,816) 106,574,183

382,119,778 (18,178,216) (27,130,729) 63,920,308

383,821,610 (714,565) (29,243,532) 162,260,979

 (3,411,150) (2,471,937) (1,445,691) (692,181)

$ 602,278,869 $ 221,422,283 $ 134,116,233 $ 231,179,102

$ 67,662,500 $ 67,662,500 $ 190,257,235 $ 751,186,784

2,512,500 2,512,500 7,876,457 21,059,561

2,456,250 2,456,250 8,014,018 25,367,336

300,000 300,000 8,702,408 11,496,997

– – 622,409 13,914,560

500,000 500,000 1,000,277 4,730,216

73,431,250 73,431,250 216,472,804 827,755,454

– – 18,329 (861,254)

– (2,000,000) (13,047,092) (5,830,213)

– – 2,795,251 34,586,055

9,552,083 9,552,083 125,678,349 104,602,929

(15,390,000) (15,390,000) 33,140,308 369,951,141

 (5,837,917) (7,837,917) 148,585,145 502,448,658

 (1,143,600) (1,143,600) (2,979,381) (10,308,159)

$ 66,449,733 $ 64,449,733 $ 362,078,568 $ 1,319,895,953



Loss Ratio

LAE Ratio - MCO

LAE Ratio - BWC

Net Loss Ratio

Expense Ratio

Policyholder Dividend Ratio

Combined Ratio

Net Investment Income Ratio

Operating Ratio (Trade Ratio)

84.74% 90.30% 111.03%

7.37% 9.35% 8.87%

15.76% 15.00% 11.93%

107.87% 114.65% 131.83%

3.95% 4.02% 6.29%

0.00% 0.00% -0.45%

111.82% 118.67% 137.67%

33.13% 33.02% 28.59%

78.69% 85.65% 109.08%

July 1, 2006 – April 30, 2007
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Actual Projected Actual
FY07 FY07 FY06

Premiums to surplus

Assets to liabilities

Total reserves to surplus

Loss reserves to surplus

Investments to loss reserves

Cash + bonds to loss reserves

Cash % of total investments

Bond % of total investments

Equities % of total investments

Equities as % of surplus

2.58 -8.44 -1.95

1.04 0.99 0.95

24.46 -77.20 -21.31

22.19 -70.22 -19.32

0.99 0.94 0.91

0.82 0.72 0.88

3% 2% 3%

79% 75% 94%

15% 20% 0%

329% -1321% -1%

Actual Projected Actual
FY07 FY07 FY06

Insurance Ratios



Projected
FY 07 FY06 FY05 FY04 FY03 FY02

Loss Ratio

LAE Ratio - MCO

LAE Ratio - BWC

Net Loss Ratio

Expense Ratio

Policyholder Dividend Ratio

Combined Ratio

Net Investment Income Ratio

Operating Ratio (Trade Ratio)

87.2% 74.3% 106.7% 96.7% 128.9% 105.6%

8.1% 8.6% 7.1% 9.1% 8.8% 9.4%

15.5% 6.4% 14.7% 8.3% 12.9% 9.2%

110.8% 89.3% 128.5% 114.2% 150.6% 124.1%

3.9% 4.0% 4.0% 5.1% 4.1% 4.0%

0.0% -0.4% 10.3% 18.6% 28.7% 62.4%

114.7% 92.9% 142.8% 137.9% 183.4% 190.5%

33.4% 30.4% 22.1% 20.5% 23.9% 27.0%

81.3% 62.5% 120.7% 117.3% 159.5% 163.5%

Fiscal years 2002 – 2007
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Projected
FY 07 FY06 FY05 FY04 FY03 FY02

Premiums to surplus

Assets to liabilities

Total reserves to surplus

Loss reserves to surplus

Investments to loss reserves

Cash + bonds to loss reserves

Cash % of total investments

Bond % of total investments

Equities % of total investments

Equities as % of surplus

3.15 -17.10 -2.29 2.59 4.04 1.25

1.04 0.99 0.96 1.04 1.03 1.09

24.92 -149.48 -19.50 18.90 28.93 7.88

22.60 -136.24 -17.68 16.98 25.90 7.02

0.99 0.94 0.96 1.12 1.13 1.30

0.79 0.91 0.54 0.65 0.75 0.85

2% 1% 8% 10% 13% 14%

78% 96% 49% 48% 54% 52%

20% 0% 38% 36% 30% 32%

447% -9% -641% 680% 869% 292%

Note: FY 06 ratios have been significantly impacted by improvements in medical payment trends due to reductions in the cost of pharmacy benefits
and lower payments to hospitals. These trends contributed to an approximately $1 billion reduction in loss expenses in FY 06.

Projected Insurance Ratios



Ohio Bureau of Workers’ Compensation

Top news

Trade
combined
ratio
As of April 30, 2007

 78.7%

Total assets
As of April 30, 2007

$20.9 billion

Total liabilities
As of April 30, 2007

$20.2 billion

Net assets
As of April 30, 2007

$786 million

   May 2007

&SenseDollars
A comprehensive update on BWC finances as of April 30, 2007

Improving the bottom line
As a result of further operational improvements and a strong investment
portfolio, the Ohio Bureau of Workers’ Compensation (BWC) strengthened
its bottom line throughout April and continues to make progress in its
efforts to provide stability for Ohio’s employers and injured workers.

Because of these efforts, BWC recommended an average zero percent
premium rate change for private sector employers for the July 1, 2007
rating year. This recommendation was unanimously approved by the
Workers’ Compensation Oversight Commission on April 26.

Through April 30, combined net assets for all seven funds are $786 million.
This represents an increase of approximately $125 million compared to
the previous month. Additionally, the State Insurance Fund’s net assets
increased approximately $200 million; currently, they’re at approximately
$2.2 billion.

Several factors influenced the overall improvement of BWC’s bottom line.
First, net investment income contributed $1.2 billion, though those gains
were partially offset by an operating loss of $276 million. In addition, a
continuing decline in medical costs further improved the agency’s finances.

Overall, BWC’s trade combined ratio now stands at 78.7 percent compared
to 109.1 percent in April 2006. Excluding investment income, the agency’s
combined ratio is 111.8 percent, which is also a considerable improvement
compared to the prior fiscal year’s 137.7 percent.

The trade combined ratio is an indicator of the potential profitability of
BWC’s business. The trade combined ratio includes the impact of BWC’s
operating and investment revenues, and all related expenses.

Currently, BWC incurs expenses of approximately $.79 for every $1 it earns
or collects.



Stabilizing Financials

Net assets As mentioned previously, BWC’s net assets are continuing to grow at a steady pace.
The State Insurance Fund, the largest of the seven BWC funds with approximately
280,000 employers paying into it, maintains net assets in excess of $2.2 billion. This
represents an increase of approximately $950 million over net assets as of June 30, 2006.
It is also the strongest the State Insurance Fund’s net assets have been since 2002.

The Disabled Workers’ Relief Fund continues to maintain a deficit as a result of the fiscal
year 2006 audit accounting restatement to record liability reserves. However, it may be
short-lived, as the proposed legislative change in BWC’s budget to allow the agency to
appropriately carry a receivable to offset the liability posed by future expected claims
costs successfully passed the Ohio House of Representatives. If enacted, it would
enable this fund to show positive net assets again.

Comparison of Fund Assets (in thousands)

Fund Balance

State Insurance Fund $2,212,081

Disabled Workers Relief Fund (-$950,805)

Coal Workers Fund

Public Work Relief Fund $17,682

Marine Fund $13,649

Self-Insured Guaranty Fund $5,335

Administrative Cost Fund (-$686,664)

TOTAL: $786,450

*Source: BWC financial statements
Data are approximate

$175,172

Improving Investments

Investments
Overall, the portfolio generated almost $681 million in interest income through April,
an increase of approximately $130 million over the prior year, which helped to further
strengthen the agency’s finances. In addition, the portfolio had net realized and
unrealized gains of $516 million through April.

In addition, BWC has reduced overall fees for investment managers from $33 million
the prior fiscal year to only $8 million thus far in fiscal year 2007; this represents a
decrease of nearly 75 percent.



Controlling Costs

Medical
costs

Indemnity
costs

In fiscal year 2007, BWC has paid out approximately $662.5 million in medical costs for
injured workers. This represents a six percent decline relative to the $706 million paid for
the first ten months of fiscal year 2006, while overall customer satisfaction levels have
remained steady.

Continued improvements in hospital, prescription drugs, and physician expenses have been
the primary drivers in realized savings during this fiscal year.

In addition, BWC will be reviewing recommendations on medical provider payment
methodologies, which include payment for ambulatory services and outpatient hospital care.
This report is due by June 1.

0
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Prescription Drugs

‘06 ‘07
Physicians

244
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(in millions)

20,000

15,000

10,000

5,000

April

18,741

15,569

Sept. Dec.

2006
2007

10,124

8,548
4,468

4,136

Source: BWC Data Warehouse

Source: BWC Data Warehouse

Medical Costs

Total Settlements

Thus far, indemnity payments have increased approximately $47 million in fiscal year 2007.
The biggest driver for the increase remains the settlement initiative, as lump sum settlement
payments rose by $56 million compared to the prior fiscal year. The number of settlements
has increased by 20 percent, and it's expected these efforts will helpindividual employers
to reduce their reserves, which may lower premium costs.

Due to continued improvements in claims management, temporary total benefits have
declined by $10 million, and most other benefit types continue to remain flat relative to the
prior fiscal year.



Printed within BWC

Statement of Operations

This table reflects BWC’s financial performance, including the amount of money we’re earning
(revenues), the amount of costs we are incurring (expenses), and our surplus position (net assets).

Actual – The amounts of revenue earned and expenses incurred for the given period

Projected – The estimated amount expected for the given period

Variance – The difference between the actual and projected amounts

Prior Year Actual – The amount of revenues earned and the expenses incurred for the given period

Increase (Decrease) – The difference between current year actual and prior year actual

Calendar
of events

June

July

Prior Yr. Increase
Actual Projected Variance Actual (Decrease)

Total Operating Revenues

Total Operating Expenses

Net Operating Gain (Loss)

Net Investment Income

Increase (Decrease) in Net Assets

Net Assets Beginning of Period

Net Assets End of Period

(in millions)

Fiscal year to date April 30, 2007

1 Last day for retrospective rating settlements.
1 Names of non-compliant employers are publicly released on ohiobwc.com.
1 National Safety Month.
14 Workers’ Compensation Oversight Commission meeting.
30 Payroll reports are mailed to private employers.

23 Workers’ Compensation Oversight Commission meeting.
31 Last day employers can join FlexPay.

$ 1,995 $ 2,102 $ (107) $ 1,789 $ 206

2,271 2,524 253 2,494 (223)

(276) (422) 146 (705) 429

1,189 297 892 764 425

913 (125) 1,038 59 854

(127) (127) – (990) 863

$ 786 $ (252) $ 1,038 $ (931) $ 1,717



 
Executive Summary 

Self-Insuring Employer Rule Changes 
4123-19-03(K)(5) 

4123-19-03(A)(1)(c) 
 
 
Recently enacted Senate Bill 7 includes language under the child support statute (ORC 
3121.0311) that provides injured worker attorneys an opportunity to file a fee request to BWC, 
or a self insured employer, for clients that are subject to child support withholding.  The revised 
language requires BWC, or the self insuring employer, to hold any lump sum payment of 
workers’ compensation benefits for a period of thirty days after notifying the injured worker’s 
attorney that the injured worker is subject to a child support order.  The statute requires that the 
injured worker’s attorney shall file a fee agreement and attorney affidavit within the thirty days 
to BWC or the self insuring employer.  Upon receipt of the fee agreement and attorney affidavit, 
the self insuring employer shall deduct from the lump sum payment the amount of the attorney’s 
fee and necessary expenses and pay that amount directly to and solely in the name of the 
attorney within fourteen days after the fee agreement and attorney affidavit have been filed with 
BWC or the self insured employer. 
 
Rule 4123-19-03(K)(5) requires a self insured employer to pay compensation no later than 21 
days from acquiring knowledge of the claim or the claimant’s filing of a C-84 form.  The new 
child support statute language requiring the thirty day hold period conflicts with the twenty one 
day payment requirement and BWC wishes to amend this rule to accommodate the child support 
withholding timeframe. 
 
Additionally, the rule is being amended to include a specific timeframe for self insuring 
employers to pay compensation following the receipt of an Industrial Commission hearing order.  
Currently, the rule is silent on that payment timeframe and this amendment will clearly state the 
timeframe payment must be made following the receipt of an Industrial Commission hearing 
order. 
 
Rule 4123-19-03(A)(1)(c) specifies the administrator’s ability to require additional security from 
self insured employers to ensure the employer meets its workers’ compensation obligations.  A 
decision in court case Home Health Care Network, Inc. v. Administrator dealt with additional 
security as it relates to a personal contract of guaranty.  The court held that any additional 
security required by BWC for self-insurance must be paid "prior to the granting of self-
insurance," as the rule requires, that a personal contract of guaranty can not be paid prior to 
obtaining self-insurance, and that therefore a personal contract of guaranty is not a form of 
additional security permitted by the current language of rule 4123-19-03(A)(1)(c).  However, the 
Court said that BWC could amend the rule to require personal contracts of guaranty as long as 
the requirement was set forth in the rule.  Accordingly, the rule is being amended to indicate that 
additional security shall be “provided” prior to the granting of self insurance instead of being 
“paid” prior to granting self insurance. 



4123-19-03          Where an employer desires to secure the privilege to pay 
compensation, etc., directly. 

 
 
(A) All employers granted the privilege to pay compensation directly shall demonstrate 

sufficient financial strength and administrative ability to assure that all obligations 
under section 4123.35 of the Revised Code will be met promptly. The administrator 
of workers' compensation shall deny the privilege to pay compensation, etc., directly, 
where the employer is unable to demonstrate its ability to promptly meet all the 
obligations under the rules of the commission and bureau and section 4123.35 of the 
Revised Code. The administrator shall consider, but shall not be limited to the factors 
in divisions  (B)(1) and (B)(2) of section 4123.35 of the Revised Code where they 
are applicable in determining the employer's ability to meet all obligations under 
section 4123.35 of the Revised Code. 

 
The administrator shall review all financial records, documents, and data necessary 
to provide a full financial disclosure of the employer, certified by a certified public 
accountant, including but not limited to, the balance sheets and a profit and loss 
history for the current year and the previous four years.  For purposes of this rule, 
certified financial statements shall be construed by the administrator as audited by a 
certified public accountant, in accordance with generally accepted accounting 
principles, and shall include the certified public accountant's audit opinion. 

 
(1) In determining whether to grant a waiver of the requirement of  division  

(B)(1)(e) of section 4123.35 of the Revised Code  for certified financial records, 
the administrator shall consider the following criteria and conditions. 

 
(a) The administrator shall require reviewed financial statements, including full 

footnote disclosure, to be prepared and submitted in accordance with 
generally accepted accounting principles. For the purposes of this rule, 
"reviewed financial statements" shall mean financial statements that have 
been subject to procedures performed by a certified public accountant in 
accordance with AICPA Professional Standards, specifically, Statements on 
Standards for Accounting and Review Services, Section 100, Paragraph .24 
through .38, December 1978. 

 
(b) The administrator may utilize the services of a commercial credit reporting 

bureau to assist in the evaluation of an applicant's ability to meet its 
workers' compensation obligations. The cost of this commercial reporting 
service shall be assumed by the applicant employer. 

 
(c) Notwithstanding the above criteria, the administrator may deem it necessary 

for an applicant employer to provide additional security to ensure meeting 
its workers' compensation obligations. The amount of such additional 
security shall be in the form and amount as determined by the administrator 
and paid provided prior to the granting of self-insurance. Pursuant to 
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paragraph (F) of this rule, in the event of the default of the self-insuring 
employer, the bureau shall first seek reimbursement from the additional 
security, which shall be first liable and exhausted, before payment is made 
from the self-insuring employers' guaranty fund under section 4123.351 of 
the Revised Code. 

 
(2) The administrator shall not grant the status of self-insuring employer to the state, 

except that the administrator may grant the status of self-insuring employer to a 
state institution of higher education, excluding its hospitals. 

 
(B) The employer shall secure from  the bureau of workers' compensation proper 

application form(s) for completion. The completed application shall be filed with the 
bureau at least ninety days prior to the effective date of the employer's requested 
status as a self-insurer. The administrator may require that the application be 
accompanied by an application fee as established by bureau resolution to cover the 
cost of processing the application in accordance with section 4123.35 of the Revised 
Code. The application shall not be deemed complete until all required information is 
attached thereto. Prior to presentation to the administrator, applicable items listed in  
divisions (B)(1) and (B)(2) of section 4123.35 of the Revised Code shall be made 
available to the bureau and shall be reviewed by the bureau of workers' 
compensation. The bureau shall only accept applications which contain the required 
information. 

 
(C) The bureau shall recognize only such application forms which provide answers to all 

questions asked and furnish such information as may be required. 
 
(D)  Return of the completed forms  required by this rule and any additional information 

required by the bureau to process the employer's application should be submitted at 
least ninety days prior to the effective date of the employer's requested status as a 
self-insurer. 

 
(1) If the administrator determines to grant the privilege of self-insurance, the bureau 

shall issue a "Finding of Facts" statement which has been prepared by the 
bureau, signed by the administrator, subject to all conditions outlined in 
paragraph (L)(3) of this rule. 

 
(2) If the administrator determines not to grant the privilege of self-insurance, the 

bureau shall so notify the employer, whereupon the employer shall be required 
to continue to pay its full premium into the state insurance fund. 

 
(E) All employers that have secured the privilege to pay compensation, etc., directly, will 

be required to make contributions as determined by the administrator to the self-
insuring employers' guaranty fund established under section 4123.351 of the Revised 
Code, and, if an additional security is required by the bureau, in the amount or form 
that may be specified by the bureau. If the additional security is in the form of a 
surety bond, the bond shall be from a company approved by the bureau and 
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authorized to do business in the state of Ohio by the Ohio department of insurance. 
The surety bond shall be in the form prescribed by the bureau. The penal amount of 
such additional security is to be fixed by the administrator. 

 
(F) The surety bond or additional security furnished by the employer shall be for an 

amount and period as established by the bureau and may be periodically reviewed 
and reevaluated by the bureau. The surety bond or additional security shall provide 
on its face that the surety shall be responsible for the payment of all claims where the 
cause of action, as determined by the date of injury or date of occupational disease, 
arose during the liability of the surety bond or additional security. The liability under 
the surety bond or additional security and the rights and obligations of the surety 
shall be limited to reimbursement for the amounts paid from the surplus accounts of 
the state insurance fund by reason of the default of the self-insuring employer in 
accordance with division (B) of section 4123.82 of the Revised Code; however, in 
the event of such self-insuring employer's default, the bureau shall first seek 
reimbursement from the surety bond or additional security, which shall be first liable 
and exhausted, before payment is made from the self-insuring employers' guaranty 
fund established under section 4123.351 of the Revised Code. Upon default of the 
self-insuring employer, it shall be the responsibility of the administrator of the 
bureau of workers' compensation to represent the interests of the state insurance fund 
and the self-insuring employers' guaranty fund. The administrator, on behalf of the 
self-insuring employers' guaranty fund, has the rights of reimbursement and 
subrogation and shall collect from a defaulting self-insuring employer or other liable 
person all amounts the bureau has paid or reasonably expects to pay from the 
guaranty fund on account of the defaulting self-insuring employer. 

 
(G) The security herein required to be given by the employer shall be given to the state of 

Ohio, for the benefit of the disabled or the dependents of killed employees of the 
employer filing the same, and shall be conditioned for the payment by the employer 
of such compensation to disabled employees or the dependents of killed employees 
of such employer, and the furnishing to them of medical, surgical, nursing and 
hospital attention and services, medicines and funeral expenses equal to or greater 
than is provided by the Ohio workers' compensation law and for the full compliance 
with the rules and regulations of the commission and bureau and rules of procedure. 

 
(H) If another or parent corporation or entity owns more than fifty per cent of the stock of 

an employer, such employer must furnish a contract of guaranty executed by the 
ultimate domestic parent corporation or entity. If the employer establishes to the 
bureau that such contract of guaranty cannot be given by the ultimate domestic 
parent  

corporation, then the bureau may, in its discretion, waive the requirement of a contract of 
guaranty. The bureau may require an alternative form of security. 

 
(I) From the effective date of this rule, employees having one or more years of experience 

as a workers' compensation administrator for a self-insuring employer in Ohio shall 
be deemed sufficiently competent and knowledgeable to administer a program of 
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self-insurance. Those self-insuring employers that employ workers' compensation 
administrators who have less than one year of experience as a workers' compensation 
administrator in Ohio shall not have its status as a self-insuring employer affected 
pending notification by bureau of workers' compensation as to whether mandatory 
attendance of the administrator at a bureau of workers' compensation training 
program is required. If the bureau determines that the administrator is not able to 
administer a self-insuring program, the bureau may direct mandatory attendance of 
the administrator at a bureau of workers' compensation training program until such 
time as the bureau determines that the administrator is sufficiently competent and 
knowledgeable to run such a workers' compensation program. The cost of the 
bureau's training of the administrator(s) under this rule will be borne by the self-
insuring employer or self-insuring employer applicant. By accepting the privilege of 
self-insurance, an employer acknowledges that the ultimate responsibility for the 
administration of workers' compensation claims in accordance with the law and rules 
of the bureau of workers' compensation and the commission rests with that employer. 
The self-insuring employer's records and compliance with the bureau of workers' 
compensation and commission rules shall be subject to periodic audit by the bureau 
of workers' compensation. 

 
A self-insuring employer or applicant shall designate one of its Ohio employees who 
is knowledgeable and experienced with the requirements of the Ohio Workers' 
Compensation Act and rules and regulations therein, as administrator of its self-
insuring program. The requirement for an Ohio administrator may be waived at the 
discretion of the bureau. The name and telephone number of the Ohio administrator, 
or non-Ohio administrator where the Ohio requisite has been waived, shall be posted 
by the employer in a prominent place at all the employer's locations. The 
administrator's duties shall include, but not be limited to: 

 
(1) Acting as liaison between the employer, the bureau of workers' compensation and 

the commission, and providing information to the agency upon request; 
 

(2) Providing assistance to claimants in the filing of claims and applications for 
benefits; 

 
(3) Providing information to claimants  regarding the processing of claims and the 

benefits to which claimants may be entitled; 
 

(4) Providing the various forms to be used in seeking compensation or benefits; 
 

(5) Accepting or rejecting claims for benefits; 
 

(6) Approving the payment of compensation and benefits to, or on behalf of, 
claimants, pursuant to paragraph (K) of this rule. 
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This rule is not intended to prevent the hiring of an attorney or representative to 
assist the employer in the handling and processing of workers' compensation 
claims. 

 
(J) Employers that are granted the privilege of paying compensation, etc., directly, in 

accordance with these rules and regulations shall file with the bureau a report of paid 
compensation annually, shall keep a record of all injuries and occupational diseases 
resulting in more than seven days of temporary total disability or death occurring to 
its employees and report the same to the bureau upon forms to be furnished by it, and 
shall observe all the rules and regulations of the commission and bureau and their 
rules of procedure with reference to determining the amount of compensation, etc., 
due to the disabled employee or the dependents of killed employees, and payment of 
the same. All employers granted the privilege of paying compensation, etc., directly 
shall annually report paid compensation electronically via the bureau's website. 

 
If a self-insured employer fails to timely file its annual report of paid compensation, 
the bureau may estimate the amount of paid compensation and assess the employer 
based on this estimate pursuant to rule 4123-17-32 of the Administrative Code.  If 
the employer subsequently provides the bureau with actual paid compensation 
figures, the bureau shall adjust the paid compensation and any assessment 
accordingly.  A self-insured employer that is no longer a self-insured employer in 
Ohio and has failed to timely file a report of paid compensation shall be subject to 
this rule. 

 
(K) Minimal level of performance as a criterion for granting and maintaining the 

privilege to pay compensation directly. 
 

(1) The employer must be able to furnish or make arrangements for reasonable 
medical services during all working hours. A written explanation of what 
arrangements have been made or will be made to provide medical treatment 
shall be supplied with the application for self-insurance. 

 
For an employer desiring to be first granted the privilege of self-insured status 
on or after the effective date of this rule, the employer shall provide to the 
bureau for the bureau's approval the employer's plan for the following: 

 
(a) Criteria for the selective contracting of health care providers; 

 
(b) Plan structure and financial stability for the medical management of claims; 

 
(c) Procedures for the resolution of medical disputes between an employee and 

the employer, an employee and a provider, or the employer and a provider, 
prior to an appeal under section 4123.511 of the Revised Code; 
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(d) Upon the request of the bureau, provide a timely and accurate method of 
reporting to the administrator necessary information regarding medical and 
health care service and supply costs, quality, and utilization; and, 

 
(e) Provide an employee the right to change health care providers. 

 
(2) The employer shall promptly pay the fees of outside medical specialists to whom 

the commission or bureau shall refer claimants for examination or where the 
commission or bureau refers the claim file for review and opinion by such 
specialist except as provided by law in cases where the claim was subsequently 
disallowed. Such fees shall be paid within the time limits provided for payment 
of medical bills under paragraph (K)(5) of this rule. 

 
(3) Every employer shall keep a record of all injuries and occupational diseases 

resulting in more than seven days of total disability or death  as well as all 
contested or denied claims and shall report them to the bureau, and to the 
employee or the claimant's surviving dependents in accordance with rule 4123-
3-03 of the Administrative Code. 

 
(4) The employer shall provide to the claimant and upon request, shall file with the 

bureau or the commission, medical reports relating thereto and received by it 
from the treating physician and physicians who have seen the claimant in 
consultation for the allowed injury or occupational disease, or any injury or 
occupational disease for which a claim has been filed. The claimant shall 
provide to the employer and, upon request, shall file with the bureau or the 
commission, medical reports relating thereto and received from the treating 
physician and physicians who have seen the claimant in consultation for the 
allowed injury or occupational disease or any injury or occupational disease for 
which a claim has been filed. The claimant shall honor the employer's request 
for appropriate written authorization to obtain medical reports to the extent that 
such   reports pertain to the claim. 

 
(5) Within thirty days after receipt of a hospital, medical, nursing or medication bill 

duly incurred by the claimant,  the employer shall either pay such bill, or if the 
employer contests any of such matters, shall notify the provider, the employee, 
and, only upon request, the bureau or commission in writing. Such written 
notice shall specifically state the reason for nonpayment. The employer's 
notification to the employee shall indicate that the employee has the right to 
request a hearing before the industrial commission.    If the matter is heard by 
the industrial commission, the employer shall pay compensation and benefits 
due and payable under an order  as provided by section 4123.511 of the Revised 
Code. If the self-insuring employer allows a claim for benefits or compensation 
without a hearing or if the matter is heard by the industrial commission, the 
employer shall pay such benefits or compensation no later than twenty-one days 
from acquiring knowledge of the claim or the claimant's filing of the C-84 form, 
WHICHEVER IS LATER, or NO LATER THAN 21 DAYS from the 
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employer’s receipt of the industrial commission order as provided by section 
4123.511 of the Revised Code, whichever is later; provided that where the 
claimant is subject to a withholding order for support and the self-insuring 
employer is required to provide notice to the claimant's attorney pursuant to 
section 3121.0311 of the Revised Code, the time for the employer to pay such 
compensation is extended pursuant to section 3121.0311 of the Revised Code. 
The employer shall approve a written request for a change of physicians within 
seven days of receipt of such request that includes the name of the physician and 
proposed treatment. The employer shall approve or deny a written request for 
treatment within ten days of the receipt of the request. If the employer fails to 
respond to the request, the authorization for treatment shall be deemed granted 
and payment shall be made within thirty days of receipt of the bill. 

 
(6) The employer shall make its records and facilities available to the employees of 

the bureau  at all reasonable times  during regular business hours. A public 
employer shall make the reports required by section 4123.353 of the Revised 
Code available for inspection by the administrator of workers' compensation and 
any other person at all reasonable times during regular business hours. 

 
(7) The employer shall pay all compensation as required by the workers' 

compensation laws of the state of Ohio. By becoming self-insuring, the 
employer agrees to abide by the rules and regulations of the bureau and 
commission and further agrees to pay compensation and benefits subject to the 
provisions of these rules. The self-insuring employer shall proceed to make 
payment of compensation or medical benefits without any previous order from 
the bureau or commission and shall start such payments as required under the 
Workers' Compensation Act, unless it contests the claim. 

 
(8) The employer may notify the medical section and the claimant at least sixty days 

prior to the completion of the payment of two hundred weeks of compensation 
for temporary total disability with the request that the claimant be scheduled for 
examination by the medical section. Payment of temporary total disability 
compensation after two hundred weeks shall continue uninterrupted until further 
order of the commission up to the maximum required by law, unless the 
claimant has returned to work, or the treating physician has made a written 
statement that the claimant is capable of returning to his former position of 
employment or has reached maximum medical improvement or that the 
disability has become permanent, or, after hearing, an order is issued approving 
the termination of temporary total disability compensation. 

 
(9) Upon written request by the claimant or claimant's representative, the employer 

shall make available for review all the employer's  records pertaining to the 
claim. Such review is to be made at a reasonable time  (not to exceed seventy-
two hours) and place. The claimant, upon written request, shall provide the 
employer or its representative with an appropriate written authorization to obtain 
medical reports and records pertaining to the claim. 
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Except as provided for in this rule, an employer may not assess a fee or charge 
the claimant or the claimant's representative for the cost of providing a copy of 
the employer's records pertaining to the claim.  Where the employer has 
previously provided a copy of the record or records pertaining to the claim to the 
claimant or the claimant's representative, the employer may charge a fee for the 
copies.  The employer's fee shall be based upon the actual cost of furnishing 
such copies, not to exceed twenty-five cents per page. 

 
(10) The employer shall inform a claimant, and the bureau of workers' compensation, 

in writing, within thirty days from the filing of the claim, as to what conditions it 
has recognized as related to the injury or occupational disease and what, if any, 
it has denied. The same timeframe shall apply when the employer rejects a 
medical only claim. 

 
(11) The employer shall post notices of its self-insuring status indicating the location 

in the plant(s) for the filing of a claim and the job title and department of the 
employees designated by the employer to be the person or persons responsible 
for the processing of workers' compensation claims. 

 
(12) A public employer, except for a board of county commissioners described in 

division (G) of section 4123.01 of the Revised Code, a board of a county 
hospital, or a publicly owned utility, who is granted the status of self-insuring 
employer pursuant to section 4123.35 of the Revised Code shall comply with the 
section 4123.353 of the Revised Code. 

 
(L) If a state insurance fund employer or a succeeding employer, as described in rule 

4123-17-02 of the Administrative Code, applies for the privilege of paying 
compensation, etc., directly, by transferring from state fund to self-insurance, the 
actuary of the bureau shall determine the amount of the liability of such employer to 
the bureau for its proportionate share of any deficit in the fund. To determine an 
employer's liability under this rule, the actuary of the bureau shall develop a set of 
factors to be applied to the pure premium paid by an employer on payroll for a seven 
year period, as described below. The factors shall be based on the full past 
experience of the commission and bureau as reflected in the most recent calendar 
year end audited combined financial statement of the commission and bureau, and 
shall also accommodate any projected change in the financial condition of the fund 
for the current calendar year, or any additional period for which an audited combined 
financial statement is unavailable. The factors shall be revised annually effective 
July first based on the most recent calendar year audited combined financial 
statement and the projected change in the financial condition of the fund in the 
current calendar year or any additional period for which an audited combined 
financial statement is unavailable. The annually revised factors shall be adopted by 
rule 4123-17-40 of the Administrative Code, and filed with the secretary of state and 
the legislative service commission at least ten days prior to July first of each year. 
Factors effective July first of each year shall apply to all applications for self-
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insurance filed on or after July first of that year through June thirtieth of the 
following year. The revised factors shall be applied to the pure premium paid by the 
employer on payroll for the seven calendar accident years ending December thirty-
first of the year preceding the year in which the factors are adopted under rule 4123-
17-40 of the Administrative Code. In the event the audited combined financial 
statement of the commission and bureau reveals that no deficit exists, or in the event 
the application of the factors adopted by rule 4123-17-40 of the Administrative Code 
yields a negative number, the employer will incur no liability under this paragraph, 
but will not receive any refund for prior premiums paid except for those matters 
specifically addressed in paragraph (L)(2) of this rule. As used in this rule, "pure 
premium paid" means premiums actually paid under a base rating plan or an 
experience rating plan and minimum premium paid under a retrospective rating plan. 
It does not include premiums billed for actual claims costs, including reserves at the 
end of ten years, under a retrospective rating plan. Obligations under a retrospective 
rating plan remain the responsibility of the employer regardless of the employer's 
status. The same principles shall apply to cases of a merger by a self-insuring 
employer and a state fund employer under the self-insurer's status. In addition, the 
provisions listed below shall apply: 

 
(1) Within thirty days of the receipt from the employer of the necessary forms and of 

a separate statement of assets and liabilities, the bureau will forward to the 
employer a letter stating the amount of liability (if any) due the state fund as 
outlined above and a copy of the computation of such liability (if any). 

 
(2) Within thirty days of the date of mailing of the letter by the bureau as outlined in 

paragraph (L)(1) of this rule, the employer shall reply by a letter, signed in 
handwriting, acknowledging that the employer agrees with the amount of 
liability specified in the letter and that there are no protests or claims hearings 
pending which could affect the amount of the liability. If any such matters are 
pending and would affect the liability, they must be detailed and set forth in the 
letter from the employer. This letter must also acknowledge that any protest 
letters, applications for handicap reimbursement or other requests affecting the 
risk's state fund experience filed subsequent to the date of this letter shall be 
considered invalid for both rebate of premium on state fund experience and the 
calculation of liability cited above. This letter must also specify the suggested 
effective date of the transfer to self-insurance which the employer requests, 
subject to paragraph (B) of this rule which requires that the effective date must 
be at least ninety days after the date the application forms are received by the 
bureau. Failure to comply with the requirements set forth herein shall terminate 
further consideration of the application. 

 
(3) Subsequent to the approval of the employer's self-insurance status and the 

effective date thereof by the administrator, the bureau shall issue a settlement 
sheet statement containing the adjustment required above and billing for an 
advance deposit as required by other rules of the commission. The employer 
shall pay the amounts required by this paragraph, pay the contribution to the 
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self-insuring employers' guaranty fund under section 4123.351 of the Revised 
Code, submit a performance surety bond or additional security, if required by 
the bureau, and estimated final payroll report as a state fund risk, all within 
thirty days of the date of the mailing of the self-insured certificate. 

 
(4) The final adjustments of all premiums due the state fund for the final payroll 

reports and final bureau audit (if any), as well as the pending protests, etc., as 
specified in paragraph (L)(2) of this rule, shall all be settled and paid within six 
months from the date of transfer from state fund to self-insuring status. 
Employer's records must be made available promptly for final audit which must 
also be completed within six months from the date of the transfer from state risk 
to self-insurance. 

 
(M) If there is any change involving additions, mergers, or deletions of entities or 

ownership changes of a self-insuring employer, which would materially affect the 
administration of the employer's self-insuring employer program or the number of 
employees included in such program, the employer shall notify the bureau self-
insuring employer's section within thirty days after the change occurs.   Based upon 
the information provided or additional information requested by the bureau, the 
bureau will determine the effect of the change on the employer's self-insuring 
employer status, the adequacy of the employer's contribution to the self-insuring 
employers' guaranty fund, and the need for additional security. 

 
(N) Public employers granted the privilege of self-insurance shall include volunteers and 

probationers performing services for the political subdivision as employees to be 
covered under the self-insurance policy. 
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