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Introduction

The enclosed report provides an independent actuarial audit by the firm of Oliver Wyman
Actuarial Consulting, Inc. of the unpaid loss and LAE of the State Insurance Fund (SIF)
and related funds administered by the Ohio Bureau of Workers” Compensation (BWC).
The unpaid loss and LAE is an estimate of the future payments for Ohio workers covered
by the Funds for injuries sustained on or before June 30, 2008. These future payments

have been discounted to their present value as of June 30, 2008 at an assumed annual
interest rate of 5.00%.
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Caveats

Unpaid loss and LAE estimates are projections of many future contingent events, and the
present value of the actual payments may vary significantly from our projections due to
factors such as the following:

« unanticipated changes in wage and benefit levels;

« legislative changes;

« changes in claims consciousness;

« changes in claims settlement practices, cost containment programs and fraud
investigation efforts;

« unexpected judicial interpretations of statutes;

. changes in medical inflation rates;

« changes in utilization of medical services.

We have relied on the accuracy of the data provided to us. Although we have performed
a number of tests to verify the reasonableness of the data, if the data are not complete or
are not accurate, revisions to our estimates may be required.

The estimates in this report were developed in accordance with the principles of the
Casualty Actuarial Society and the applicable standards of the Actuarial Standards Board.
Jeffery J. Scott, Principal, and Jeffery W. Scholl, Principal, are Fellows of the Casualty
Actuarial Society and members of the American Academy of Actuaries and meet the
Academy’s qualification standards to issue this report.
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Organization of Report

In addition to the Introduction and Caveats, our report is provided in two sections: (1) an
Executive Summary which discusses our primary assumptions, conclusions, and
interpretations of the results of our analysis; and (2) an Appendix which gives the detail
for our calculations and an explanation of our methodology. The Appendix contains
various sections by type of employer and by type of benefit, and separate sections are also
included for the related Funds.

The Executive Summary is divided into the following sections:

« Adiscussion of our conclusions

« A section describing the methodology used in our calculations

« A section describing the significant changes in our assumptions and methodology

« A cost trend analysis which provides summaries of trends in costs by benefit type and
historical relationships of loss costs to payrolls and covered employees

« Adiscussion of inflation assumptions for future medical payments

. Adiscussion of Permanent Total Disability claim frequency
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