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BWC Board of Directors 
 

Actuarial Committee Agenda 
Thursday, May 28, 2009 
William Green Building 

Level 2, Room 3 
2:00 pm – 4:00 pm 

 
 

Call to Order 
     Chuck Bryan, Committee Chair 
 
Roll Call 
     Larry Rhodebeck, Scribe 
 
Approve Minutes of April 29, 2009 meeting  
     Chuck Bryan, Committee Chair 
 
Review and Approve Agenda 
     Chuck Bryan, Committee Chair 

 
Executive Session  

Litigation update – if necessary 
 
Action Items  

 
1. Group Break Even Factor Rule 4123-17-64.1; second reading, possible 

vote 
     John Pedrick, Chief Actuarial Officer 

2. Ancillary Fund rates: 
a. Disabled Workers Relief Fund – Rule 4123-17-29; 
b. Additional Disabled Workers Relief Fund  - Rule 4123-17-29; 
c. Marine Industry Fund  - Rule 4123-17-19; 
d. Coal-Workers’ Pneumoconiosis Fund  - Rule 4123-17-20; second 

reading, possible vote 
      John Pedrick, Chief Actuarial Officer 

             Elizabeth Bravender, Director of Actuarial 
3. Public Employer State Agencies – Rule 4123-17-35; second reading, 

possible vote 
    John Pedrick, Chief Actuarial Officer 
     Elizabeth Bravender, Director of Actuarial 

4. Criteria for Group Experience Rating – Rule 4123-17-61- Administrative 
Correction 
 Tina Kielmeyer, Chief of Customer Service     
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Discussion Items* 

1. Quarterly reserve update as of 3/31/09 
Jeff Scott, FCAS, Principle, Oliver Wyman 
Jeff Scholl, FCAS, Principle, Oliver Wyman 

2. Self Insured Employer assessments Rule 4123-17-32 - first reading 
       John Pedrick, Chief Actuarial Officer 

  Elizabeth Bravender, Director of Actuarial 
3. Public Employer Taxing Districts Credibility Table Rule 4123-17-33.1 – 

possible first reading 
         John Pedrick, Chief Actuarial Officer 

4. Discussion on Public Employer Taxing Districts Capping recommendation 
and Group Break Even Factor 
         John Pedrick, Chief Actuarial Officer 

5. Administrative Cost Fund Rule 4123-17-36, first reading 
          Tracy Valentino, Chief Financial Officer 

6. CAO report  
         John Pedrick, Chief Actuarial Officer 

7. Committee calendar 
 
Adjourn 

Chuck Bryan, Committee Chair 
 

Next Meeting: Wednesday, June 18, 2009 
 
*Not all discussion items have materials included.    5/11/2009 5:50:47 PM 

** Agenda subject to change 

 



BWC BOARD OF DIRECTORS 
 

ACTUARIAL COMMITTEE 
THURSDAY, March 19, 2009, 2:30 P.M. 

WILLIAM GREEN BUILDING 
30 WEST SPRING ST., 2nd FLOOR (MEZZANINE) 

COLUMBUS, OHIO 43215 
 
 

 
Members Present: Charles Bryan, Chair 
   David Caldwell 
   James Hummel 
   James Matesich 
   Thomas Pitts 
   William Lhota, ex officio 
   
Members Absent: None 
 
Other Directors Present:   Alison Falls 

           Kenneth Haffey  
     James Harris 

       Robert Smith (arrived 3:07) 
 
Counsel Present: John Williams, Assistant Attorney General 
 
CALL TO ORDER 
 
Chairman Bryan called the meeting to order at 2:34 PM and the roll call was taken.   
 
AGENDA 
 
The agenda was approved unanimously on motion by Mr. Matesich, seconded by Mr. 
Caldwell. 
 
MINUTES OF FEBRUARY 19, 2008 
 
The minutes were approved without further changes by unanimous roll call vote on a 
motion by Mr. Hummel, seconded by Mr. Pitts. 
 
 

1 
 



 
 
EXECUTIVE SESSION 
 
Upon motion by Chairman Bryan, second by Mr. Caldwell, and approved by unanimous 
roll call vote, the Committee recessed for executive session at 2:40 to discuss current 
litigation. 
The Committee returned at 3:07 and upon motion by Mr. Pitts, seconded by Mr. Lhota, 
approved a return from executive session by unanimous roll call vote. 
 
ACTION ITEMS 
 

1. Private Employer Rate Proposal 
 
Mr. Lhota moved to bring rate reform up for discussion, seconded by Mr. Hummel.  The 
motion was approved by unanimous roll call vote. 
 
John Pedrick, Chief Actuarial Officer, and Ray Mazzotta, Chief Operating Officer, 
presented the recommendations for rate reform in a report dated March 19, 2009 which 
was reviewed with the Committee.  The goals of this proposal are to: 
 

-  lower base rates; 
-  provide actuarially sound base rates for non-group employers;  
- bring group rate levels closer to their indicated level for July 1, 2009; and 
- set group rates at the indicated level for July 1, 2010 to achieve full rate 

equity for the group and non-group segments. 
 
Mr. Pedrick referenced the Oliver Wyman report and addendum which produced a 
range of indicated rate changes based on claim cost projections from “optimistic” (-
18.1%) to “conservative” (-5.5%).  The baseline change was -11.8%. The overall 
proposed base rate decrease as proposed by staff is -12%.  Staff indicated that this 
recommendation is consistent with the baseline indication, and is actuarially sound. It 
also provides the opportunity to reduce the differential between non-group rated 
employers and group rated employers to a level much closer to the actuarially indicated 
differential. The actual impact is a -25.3% decrease for non-group employers, and a 
9.6% increase for group employers.  Per a question from Mr. Hummel, Mr. Pedrick 
clarified that a 4.5% reserve discount rate was used in evaluating the claims costs in the 
indicated rates.   
 
Mr. Matesich asked whether the decrease was related to frequency, cost, or both.  Mr. 
Pedrick stated that the primary driver is frequency in relation to payroll.  Mr. Matesich 
questioned whether payroll is increasing in the current economy.  Mr. Pedrick explained 
that the economy is not the driving factor, but many attribute this trend to the move 
away from manufacturing to non-manufacturing on a national basis and in Ohio.   
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Mr. Pedrick explained that the 12% decrease is an overall average.  The 9.6% increase 
for group employers includes the impact of the credibility table change for maximum 
credibility from 85% to 77%, approved at the June 2008 Board meeting.  The 25.3% 
decrease for non-group employers brings the overall average to a 12% decrease.  The 
proposal does not rely on a contribution from net assets.  Net assets help protect the 
fund from unanticipated risks, but are not explicitly involved in this rate proposal.  The 
decrease is in line with the best actuarial estimate of future costs.   
 
Mr. Pedrick continued that actuarial analysis conducted by Oliver Wyman shows that 
claim costs for non-group employers have consistently been 30% above average for all 
private employers, and that claim costs for group employers have been consistently 
20% below average.  However, rate levels for non-group employers are 60% higher 
than average, while rate levels for group employers are 40% below average.  The 
recommendation presented today brings the extremes closer to the levels indicated by 
loss analysis. 
 
The proposal also includes a fundamental change in the off-balance.  Rather than use 
over 500 manual class off-balances averaging 1.49, one off- balance of 1.23 will be 
used for all classes and employers.  This moves non-group employers to the correct 
rate level relativity of 1.30.  A handout was reviewed showing the change in base rate 
for each manual class.  Published base rates will decline overall by an average of 25%, 
with some manual classes receiving larger decreases and some receiving increases. 
  
Mr. Pedrick responded in the affirmative when asked by Chairman Bryan if the off-
balance will remain stable after this year.  The off-balance will be analyzed yearly, but 
should not change a great deal.  Chairman Bryan asked why a single off balance was 
used.  Mr. Pedrick started that this will provide a foundation of stability which has not 
been in place for years.  Deloitte also recommended the use of a single off-balance. 
 
With respect to group employers, another proposal is to eliminate the “stacking” of other 
discounts, such as drug-free workplace (DFWP) and safety council, in addition to the 
overall group discounts. Per a question from Mr. Matesich, Mr. Pedrick explained that 
the current system prohibits group employers who have reached the maximum discount 
from receiving these additional discounts.  The proposed change is that this limitation 
be extended to all group employers.  Mr. Mazzotta added that this ensures the results 
anticipated by adjusting the credibility table are captured.   
 
Per questions from several of the directors, Mr. Pedrick further explained the various 
calculations.  Group rate level relativity will rise to 71% of average, an increase from just 
below 60%, which is more than halfway to the goal of 80%.  Per an inquiry from 
Chairman Bryan, this is a reasonable method of solving the group/non-group 
discrepancy, and also complies with standard insurance industry methods.  Mr. 
Mazzotta clarified that out of 98,000 group-rated employers, 74,000 will see either a 
less than $500.00 increase, no increase, or a decrease.  Ms. Falls asked about the 
driving force behind large increases.  Mr. Pedrick replied that these are primarily based 
on class rate changes and the large size of the particular employer.  There is a change 
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to the 100% cap on experience modifier (EM) increases in this proposal.  In January, 
the Board approved a 100% EM cap, based on the actuarial recommendation that it is 
good general policy to avoid large EM swings.  However, after discussion with 
stakeholders, this cap must now be modified to avoid becoming an employer rate 
strategy, creating a risk of a premium shortfall.  The cap will now only apply if the 
employer’s EM is above 1.0.  In addition, the employer must participate in a safety plan 
based on the ten-step plan currently used in the premium discount (PDP+) plan, and the 
employer cannot be non-compliant.  Mr. Pedrick and Mr. Mazzotta endorsed these 
stakeholder recommendations.   
 
As a result of this proposal, some employers may be better off to opt out of group rating.  
BWC will provide data to group sponsors. Approximately 44,000 group employers would 
not receive the DFWP discount.  Several directors expressed concern about the 
message this would send and the importance of safety.  Tina Kielmeyer, Chief of 
Customer Services, explained that a marketing strategy is being created to advise all 
employer customers, including through TPA’s, that BWC has not lessened its 
commitment to DFWP. Grants continue to be available as well as other internal 
programs.  The only restriction for group employers is discount stacking.   
 
Vendors and stakeholders have suggested more changes which BWC will continue to 
review later this year, and perhaps revisit the policy in 2010. Per a question from Ms. 
Falls, Mr. Mazzotta explained that if discount stacking was not restricted, it would 
increase the break-even factor by 3-4 points.   
 
Mr. Matesich pointed out that on page 10 of the applicable handout, corresponding to 
slide 19 of the PowerPoint, the parenthetical phrase “but apply to non-group only” was 
incorrect and should be eliminated.  Mr. Pedrick agreed. 
 
Sponsoring associations have requested a one-week extension, from March 30, 2009 to 
April 6, 2009, to notify employers they have been rejected from a group. This requires 
the Board to adopt a rule change.  This has no major impact and is endorsed by the 
BWC staff. 
 
With respect to slide 20 entitled “Elements of rate reform proposal”, per a request for 
clarification by Ms. Falls, the phrase “no shortfall” means achieving the full rate level for 
group.   
 
Mr. Matesich moved that the Actuarial Committee recommend that the Board adopt the 
overall rate change recommendation as presented by the Administrator today, and to 
establish more equitable rates between group and non-group employers as presented. 
The Bureau shall prepare the necessary rules to implement these recommendations 
and present any rule changes to the Board for approval.  The motion was seconded by 
Mr. Pitts.  Prior to vote, Chairman Bryan asked Mr. Caldwell if the changes in discount 
programs were handled to his satisfaction.  Mr. Caldwell replied in the affirmative.  Mr. 
Matesich noted the continuing issue of eliminating DFWP for group members, but that 
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this would not cause him to vote against the motion.  The motion was approved by 
unanimous roll call vote.   
In conclusion of this item, Chairman Bryan noted that both Oliver Wyman and 
independent consultant James Shoenfelt had reviewed the proposal and expressed 
agreement that the proposal was developed using actuarially sound methodologies.   
 

2. Rule 4123-17-70, Premium Discount Program 
 
Ms. Kielmeyer and Joy Bush, Employer Management Project Manager, presented a first 
reading of a proposed “sunset” of the premium discount program.  The old rule would be 
deleted, and replaced with a new rule containing the 10-step business plan which is 
presently a part of PDP.  A history of the program was presented, noting $450M in 
discounts paid out since 1995.  However, new programs such as deductible and group 
retro will be of more benefit and are actuarially sound.  This is built into the proposed 
rate reform and overwhelmingly supported by stakeholders. 
 
A vote on this recommendation will be held at the April committee meeting. 
 

3. Drug Free Program Modifications 
 
Ms. Kielmeyer discussed proposed rule changes to Rules 4123-17-58 and 4123-17-
58.1 which removes the discount for group rated employers.  It also proposes changes 
which make DFWP unavailable for group retro, unavailable for employers who are 
lapsed more than 40 days in a 12-month period, and eliminates stacking with PDP.  
Administrator Marsha Ryan stated these changes are consistent with Deloitte 
recommendations to have programs which are effective, transparent and subject to 
evaluation.   
 
Mr. Matesich asked if further changes are anticipated; why not modify the rule all at 
once instead of piecemeal.  Ms. Kielmeyer replied that these initial changes are to 
assist in implementing the new rating system.  Further changes would be directed to 
tweaking the model and requirements, not eligibility. 
 
Chairman Bryan asked if these changes needed to be voted on today.  Ms. Kielmeyer 
replied in the negative and a second reading will take place next month. 
 

4. Rule 4123-17-62, Group Experience Rating 
 
Ms. Kielmeyer discussed the proposed change to this rule for a one-time extension of 
the group rejection notification date from March 30, 2009 to April 6, 2009.  Mr. Bryan 
clarified with Ms. Falls that there was no need to pass a motion to waive a second 
reading absent objection.  No objection was heard. 
 
Upon motion by Mr. Pitts, seconded by Mr. Hummel, the Actuarial Committee 
recommended the Board consent to the Administrator’s recommended changes to Rule 
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4123-17-62 to permit group sponsors additional time to provide notice to employers in 
2009. The motion was approved by unanimous roll call vote. 
 

5. Rules 4123-17-73, Group Retrospective Rules 
 
Ms. Bush presented a first reading overview and PowerPoint presentation of proposed 
rules for group retrospective rating.  This program is based in part upon the National 
Council of Compensation Insurance model and was reviewed with other states and 
stakeholders. 
 
This is a voluntary, performance-based plan by which an employer receives 
retrospective adjustments to paid premium based upon the combined performance of 
the group.  Premiums will be recalculated at 12, 24 and 36 months following the close of 
the policy year.  Mr. Hummel inquired about comparisons with the established 
retrospective rating plan.  This is an incurred retrospective plan and is very different.  
NCCI encourages this type of plan.   
 
Ms. Bush reviewed both individual employer and group eligibility restrictions and 
explained that enrollment will begin in May 2009.  Mr. Matesich asked whether 
employers could make an informed enrollment decision given the compressed time 
frame.  Ms. Bush and Administrator Ryan discussed the overall marketing plan, 
including a Safety Congress booth, cooperation with sponsors, and sponsor approval to 
be completed in early April.  Per a question from Mr. Hummel, this plan creates an 
incentive for the entire group to focus on safety.   
 
With respect to the second reading, Chairman Bryan requested more information for the 
Committee on how this program will impact premiums.  
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DISCUSSION ITEMS 
 

1.  Quarterly Reserve Update 
 
Jeffrey Scott of Oliver Wyman presented a quarterly reserve update through December 
31, 2008, projecting to June 30, 2009.  There was a $6M reduction in unpaid loss for the 
State Insurance fund and a reduction of $17M total unpaid loss for all funds. These 
results are very consistent with past trends.  The computations are based on a 5% 
discount rate, and will be adjusted if the Board approves a change to 4.5%. 
 
Mr. Lhota departed the meeting at 5:42. 
 
Mr. Scott explained in response to Chairman Bryan that downward development is due 
to a drop in medical inflation from previous projections.  This may continue to drop next 
quarter. 

 
2.  CAO Report 

 
Mr. Pedrick reviewed the report.  He noted that expected loss rates will be reviewed 
very thoroughly to gauge the impact of MIRA II.  The RFP for an actuarial consultant 
was released timely and a blackout period is in effect until the contract is awarded.  
Proposals are due April 16, 2009.  Actuarial Division continues to review candidates for 
various positions.  There were no further questions for Mr. Pedrick. 
 

3.  Committee Calendar 
 
Chairman Bryan reviewed the calendar and any questions should be directed to him or 
Board Liaison Don Berno. 
 
 
ADJOURNMENT 
 
The next Actuarial Committee meeting is April 29, 2009 at 2:00 PM. 
 
The meeting was adjourned at 5:55 PM on a motion by Mr. Matesich, seconded by Mr. 
Pitts and approved by unanimous roll call vote.   
 
Prepared by Jill Whitworth, Staff Counsel 
March 23, 2008 



Common Sense Business Regulation  (BWC Rules) 
(Note: The below criteria apply to existing and newly developed rules) 

Rule 4123-17-35 
Rule Review 
 
1.      The rule is needed to implement an underlying statute. 
 
  Citation:  __R.C. 4123.39, 4123.40  ___ 
 
2.      The rule achieves an Ohio specific public policy goal. 
 
 What goal(s):  _   R.C. 4123.39 provides for the premium rating of state agencies and 
state universities.  The rule establishes rates for these employers and informs the employers of 
the rates.           
 
3.      Existing federal regulation alone does not adequately regulate the subject matter. 
 
4.      The rule is effective, consistent and efficient. 
 
5.       The rule is not duplicative of rules already in existence. 
 
6.      The rule is consistent with other state regulations, flexible, and reasonably 
 balances the regulatory objectives and burden. 
 
7.      The rule has been reviewed for unintended negative consequences. 
 
8.      Stakeholders, and those affected by the rule were provided opportunity for input as 
 appropriate. 
 

Explain:  Issues were discussed with state agencies, state universities, and university 
hospitals. 

 
9.      The rule was reviewed for clarity and for easy comprehension.   
 
10.    The rule promotes transparency and predictability of regulatory activity. 
  
11.    The rule is based on the best scientific and technical information, and is designed 
 so it can be applied consistently. 
 
12.    The rule is not unnecessarily burdensome or costly to those affected by rule. 
 
 If so, how does the need for the rule outweigh burden and cost? ____________ 
 
13.    The Chief Legal Officer, or his designee, has reviewed the rule for clarity and 
 compliance with the Governor’s Executive Order. 
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Workers’ Compensation Board of Directors 
Executive Summary 

 
Public Employers State Agency Rate Recommendation 
 
Employer Group: Public Employer State Agencies 
Policy Year: 7-1-2009 through 6-30-2010 
Rate Method: Calculate and apply premium rates designed to provide premiums equal to the 
payments on all injuries or occupational diseases made during the policy year.   Attached is a table 
showing the rate changes over the past several years.  For the purpose of the payment of fees to the 
managed care organizations (MCO) that manage the claims of state agencies, including state 
universities and university hospitals, a percent of premium is charged.  This is the first year that a 
true-up of MCO fees is being done.  After the end of calendar year 2008, the bureau compared the 
actual and collected fees to account for any overage or shortage in the fee collected.  The bureau then 
applied any overages or shortages to the fee for the next policy year period.  This true-up of MCO 
fees will continue each year.   
 
Rate Rule Process: 
• The Administrator and Chief Actuarial Officer of the Ohio Bureau of Workers’ Compensation 
make a recommendation to the Workers’ Compensation Board of Directors Actuarial Committee 
• The Actuarial Committee of the Board makes a recommendation to the Workers’ Compensation 
Board of Directors who provide advice and consent to the overall rate change and base rates (Rules 
4123-17-35)  by vote 
• Rules are filed with the Legislative Services Commission and the Secretary of State by June 20, 
2009 with an effective date of July 1, 2009 
 
The Administrator is recommending a 3.75% decrease in the overall premium for state agencies. This 
rate decrease will result in the collection of about $61.5 M in premiums.  State agencies will pay 
these premiums bi-weekly beginning in July 2009, and State Universities and University Hospitals 
will begin quarterly premium payments starting October 2009.  The premiums will be used to pay all 
claim payments made during the policy year.  This is an overall rate change recommendation.  
Individual state agency rates will increase or decrease by varying amounts based upon their actual 
reported losses.  
 

Historical State Agency Rate Changes 
 

 
Policy Year 

Approved/Proposed 
Rate Change 

7-1-2009 -3.75% 
7-1-2008 -10.00% 
7-1-2007 no change 
7-1-2006 no change 
7-1-2005 5% 
7-1-2004 10% 
7-1-2003   37.65% 
7-1-2002 no change 
7-1-2001 no change 
7-1-2000 no change 
7-1-1999 -6.01% 
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STATE AGENCY RATES 
 
State agencies including state universities and university hospitals are entities which derive their 
authority from and are directly responsible to state government.  State agency rates are 
recommended by the Administrator for the advice and consent of the Workers’ Compensation 
Board of Directors.  State agency rates must be filed with the Secretary of State and the Legislative 
Service Commission 
 
State agencies including state universities and university hospitals pay premiums into the State 
Insurance Fund on a terminal funding basis which is similar to the self-insurance concept except the 
Bureau of Workers’ Compensation administers the claims.  Currently, all state agencies with the 
exception of small boards, commissions, and agencies are individually rated.  The Actuarial 
Division determines a rate for each agency that will generate premium collections that are equal to 
the losses anticipated to be authorized in the upcoming year.  No reserves are developed for rate-
making purposes to cover the future liability of state agency claims.   
 
Five years of claims costs, payroll and premium are used in the calculation of state agency rates.  
Prior to July 1, 1985, the claims losses were tabulated on a fiscal year basis starting September 1st 
and ending August 31st.  Payroll and premium were on a fiscal year basis, which ran from July 1st 
through June 30th.  Commencing with rates effective July 1, 1985 the data base was converted to a 
calendar year basis (e.g. January 1st through December 31st) for claims costs, payroll and 
premium.  This conversion, which reduced programming requirements, placed all employer (public 
employer state agencies, public employer taxing districts and private employers) rate calculations 
on a calendar year basis and eliminated comparison of dissimilar period data. 
 
The state agency rate-making system is designed to be a self-correcting system.  With rates 
effective July 1, 1982 a procedure was built into the computation to adjust current rates for an 
overage or shortage of premium paid in prior years compared to losses generated for the same 
period of time. 
 
The Payroll Section of the Department of Administrative Services (DAS) will apply the rates to the 
payroll of the various agencies whose payroll are generated through DAS and will remit the 
premium to the Bureau of Workers’ Compensation every two weeks by check.  A list of the 
corresponding payroll, premium, both DWRF assessments, administrative cost, and MCO fee 
assessment for each agency is e-mailed to the Bureau’s Direct Billing/Accounts Receivable 
Section.  State universities and university hospitals and a few other state-operated entities (such as 
the Ohio Building Authority) are billed by the Bureau’s Direct Billing/Accounts Receivable 
Section once each quarter and pay premium, DWRF, administrative cost, additional DWRF, and 
the MCO fee assessment directly to the Bureau.  These entities are advised individually of their 
rates. 
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PUBLIC EMPLOYER STATE AGENCY LIABILITY POLICY 

 
When a state agency employer ceases operations, the future liability of the employer for ongoing 
claim costs must be paid by another state agency employer.  In these situations, the BWC 
determines who the affected agencies are, makes contacts with these agencies or their 
representatives, and together, determine how the future liability will be accounted for.  The 
following scenarios give an example of what has been done in the past to account for these 
situations. 

 
1. Scheduled state agency: 

• The Certificate of Need Review Board ceased operations on 6-21-1997.  Since this 
agency’s losses, payroll, and premium information is aggregated with other small 
boards and commissions to calculate one rate for all the small boards and 
commissions, the liability isn’t directly transferred to another employer.  The agencies 
ongoing losses continue to be aggregated for rate calculation purposes, and the losses 
get spread out over all the remaining small boards and commissions who make up the 
scheduled rate. 

2. Agency under the Department of Administrative Services umbrella: 
• The Department of Industrial Relations ceased operations on 10-15-1995.  A portion 

of the employees were transferred to the Ohio Bureau of Employment Services 
(OBES), the Ohio Department of Natural Resources (ODNR) and the Department of 
Commerce.  Information was obtained as to which employees transferred to OBES 
and ODNR, and then payroll information was received for these same employees.  
Loss information was also determined from this list.  For ratemaking purposes, the 
appropriate payroll, premium, and losses were transferred to OBES and ODNR.  The 
remaining portion of the Department of Industrial Relations was combined into the 
Department of Commerce. 

• The Veteran’s Children’s Home ceased operations on 7-1-2001.  The employees were 
not transferred to another agency, so the employer’s payroll, premium, and losses 
were combined into the Department of Administrative Services. 

3. State University or University Hospital 
• The University of Cincinnati Hospital cancelled their state agency policy on 1-1-1997 

and became a self-insured employer.  A couple of options were available to the 
employer including calculating a buyout amount for their future liability or continuing 
to make payments on the claims that were incurred prior to becoming self-insured.  In 
discussions with the hospital, they decided they would like to be billed on a quarterly 
basis for their ongoing claim payments. 

• If a state university or university hospital was not able to pay for their liability, the 
BWC would contact the Board of Regents to determine how the liability would be 
paid. 
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*** DRAFT – NOT FOR FILING *** 
 
 

4123-17-35 Public employer state agency contribution to the state insurance fund. 
 
The administrator of workers’ compensation, with the advice and consent of the bureau of 
workers’ compensation board of directors, has authority to approve contributions made to 
the state insurance fund by employers pursuant to sections 4121.121, 4123.39, and 4123.40 
of the Revised Code. The administrator hereby sets rates per one hundred dollar unit of 
payroll to be effective July 1, 2008 2009, applicable to the payroll reporting period July 1, 
2008 2009, through June 30, 2009 2010, for public employer state agencies, including state 
universities and university hospitals, as indicated in the attached appendix A. 
 
For the purpose of the payment of fees to the managed care organizations that manage the 
claims of state agencies, including state universities and university hospitals, the 
administrator herby sets an additional contribution to the state insurance fund applicable to 
the payroll reporting period July 1, 2008 July 1, 2009, through June 30, 2009 2010, for 
public employer state agencies, including state universities and university hospitals, at nine 
and nineteen nine and ninety-one hundredths per cent of the premium as indicated in 
appendix A to this rule.  After the end of calendar year 2008 2009, the bureau will compare 
the actual and collected fees to account for any overage or shortage in the fee 
collected.  The bureau will apply any overages or shortages to the fee for the next policy 
year period.  The resulting MCO fee will be a rate by agency as indicated in the attached 
appendix A. 
 
For policy years following the effective date of this rule, a public employer state (PES) 
agency that is not currently participating in a settlement payment program may enter into 
the following lump sum settlement (LSS) payment option. 
 
(A) A PES agency that is not currently participating in a settlement payment program may 
participate in the lump sum settlement (LSS) direct reimbursement rating and payment 
program. A PES agency participating in this program will have the LSS payments excluded 
from the bureau’s rate calculation process. 
 
(1) Requirements. 
 
(a) A PES agency shall make a three-year minimum commitment to the LSS direct 
reimbursement payment and rating program. 
 
(b) The earliest beginning date of the LSS program is July 1, 2004. 
 
(c) A PES agency shall notify the bureau of its desire to participate in the LSS direct 
reimbursement and payment program before the first day of January immediately preceding 
the policy year in which the agency wishes to participate in the program. The notification 
shall be made on the form provided by the bureau and signed by the PES agency’s designee. 
 
(d) A PES agency currently participating in a settlement program is not eligible to 
participate in the LSS direct reimbursement payment and rating program. 
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(2) Lump sum settlement (LSS) rate calculation rules. 
 
(a) All LSS payments will be treated the same whether the result of a court-ordered 
settlement, an agency-negotiated settlement or any other type of settlement. 
 
(b) Once a PES agency begins participating in the LSS direct reimbursement and rating 
program, all LSS payments will be excluded from the five year losses used to calculate the 
“pure premium rate” for future policy year rate calculations. The pure premium rate is 
defined as the rate that is the actual five year losses divided by the five year reported payroll 
used to project the rate needed to be collected for the next policy year. The calculation of 
the “overage and shortage rate” will include the LSS payments paid by the bureau and not 
reimbursed by the PES agency. The calculation will exclude the LSS payments paid by the 
bureau and reimbursed by the PES agency. The overage and shortage rate is defined as the 
rate at which the agency must pay any past shortage in rates or the reduction in rate of any 
past overage in premium paid. 
 
(c) When an agency terminates a LSS direct reimbursement and rating program, the pure 
premium rate and the overage and shortage rate will include all LSS payments that were 
made by the bureau and not reimbursed by the PES agency. 
 
(3) Lump sum settlement (LSS) reimbursement payments. 
 
(a) A lump sum settlement will be billed in the next quarter following the date the LSS 
warrant was cashed. The October billing will include any lump sum settlement where the 
warrant was cashed in July, August or September; the January billing where the warrant was 
cashed in October, November or December; the April billing where the warrant was cashed 
in January, February or March; and the July billing where the warrant was cashed in April, 
May or June. 
 
(b) The bureau will bill a structured settlement to the PES agency as the warrant is cashed. 
 
(c) The PES agency shall pay the LSS quarterly bill within thirty days of the billing date. 
 
(d) If the PES agency fails to pay a LSS quarterly bill within thirty days, the bureau will 
remove the PES agency from the LSS direct reimbursement rating and payment program 
and the bureau will include the outstanding LSS payments in the rate calculation. 
 
(e) A PES agency may settle permanent total disability and death claims in which the 
present value was used in rate calculations for five years. The settlement amount will be 
included in the quarterly billings. In addition, there will be no substitution of the permanent 
total disability or death benefits paid to date for the present value. 
 
(f) A PES agency shall file any dispute in writing, specifying the agency’s objections to the 
billing, with the bureau’s direct billing department. The filing of a dispute does not relieve 
or suspend the agency’s obligation to pay the obligation. Questions concerning the rate 
calculations should be directed to the bureau’s actuarial department. 
 
(4) Change in status. 
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(a) When a PES agency combines with another PES agency, the choice that the agency that 
is determined to be the succeeding agency made in respect to participating in this program 
controls. 
 
(b) A PES agency that is participating in a program and transfers a portion of its operations 
to another agency shall continue to participate in the program. The choice made in respect 
to participating in this program by the agency to which the operations were transferred will 
not be affected. 
 
(c) Where a PES agency participating in a LSS direct reimbursement rating and payment 
program becomes self-insured, the bureau will calculate a buyout and any obligations owed 
by the PES agency under the program will be included in the buyout. 
 
(5) Terminating a program. 
 
(a) A PES agency may request, in writing, to terminate a program after the three year 
minimum commitment period has been completed. The agency’s participation in the 
program will automatically be renewed for another three years unless the written request is 
submitted. 
 
(b) A PES agency shall submit a request to terminate a program before the first day of 
January of the year the three year commitment ends. For example, if the PES agency starts 
participating in the LSS program or its participation is renewed for the policy year 
beginning July 1, 2004, the request must be submitted before January 1, 2007. 
 
(c) Once a PES agency terminates a LSS program, the agency is no longer eligible to 
participate in a program. 
 
 
Promulgated Under: 111.15 
Statutory Authority: 4121.12, 4121.121 
Rule Amplifies: 4121.12, 4123.39, 4123.40 
Prior Effective Dates: 7/1/90, 7/1/91, 7/1/92, 7/1/93, 7/1/94, 7/1/95, 7/1/96, 7/1/97, 7/1/98, 7/1/99, 7/1/00, 
7/1/01, 7/1/02, 7/1/03, 7/10/04, 7/1/05, 7/1/06, 7/1/07, 1/1/08, 7/1/08 

 
 
 
 
 
 
 
 
 
 
 
 
 

Table from Rule 4123-17-35 to be enacted 
 

APPENDIX A                                                              
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STATE AGENCY  
RATES EFFECTIVE JULY 1, 2009  

  

MANUAL AGENCY RATE
MCO 
Rate 

3100 
General Revenue (Sch.)                                                           
Commissions, Boards and Departments not otherwise classified 0.21 0.0197

3101 Judiciary - Supreme Court, Judicial Conference 0.21 0.0185
3102 Ohio Senate (Sch.) 0.21 0.0197
3103 Ohio House of Representatives (Sch.) 0.21 0.0197
3105 Legislative Service Commission (Sch.) 0.21 0.0197
3106 Office of the Governor (Sch.) 0.21 0.0197
3109 Secretary of State 0.15 0.0216
3110 Attorney General 0.05 0.0197
3111 Department of Agriculture 0.79 0.0949
3112 Department of Commerce  0.63 0.0555
3113 Department of Education 0.32 0.0319
3114 Department of Health 0.57 0.0302
3115 Industrial Commission of Ohio 0.43 0.0636
3117 Public Utilities Commission of Ohio 0.16 0.0160
3120 Department of Taxation 0.32 0.0254
3121 Bureau of Workers' Compensation 0.37 0.0560
3122 Auditor of State 0.61 0.0324
3123 Civil Defense (Volunteer) (Sch.) 0.21 0.0197
3124 Treasurer of Ohio 0.23 0.0233
3125 Department of Administrative Services 0.70 0.0581
3127 Ohio Board of Regents (Sch.) 0.21 0.0197
3130 State Library Board 0.22 0.0347
3136 Ohio Veterans Home Agency 2.58 0.2514
3137 Department of Youth Services 4.71 0.4869
3139 Ohio Arts Council (Sch.) 0.21 0.0197
3150 Department of Mental Health 2.43 0.2566
3152 Ohio Expositions Commission 3.46 0.3074
3154 Department of Natural Resources 1.42 0.1412
3156 Adjutant General 0.97 0.1031
3160 Ohio National Guard 0.05 0.0050
3166 Department of Development 0.10 0.0166
3167 Department of Insurance  0.09 0.0000
3169 Racing Commission of Ohio (Sch.) 0.21 0.0197

STATE AGENCY  
RATES EFFECTIVE JULY 1, 2009  

  

MANUAL AGENCY RATE
MCO 
Rate 
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3170 Ohio Civil Rights Commission 0.12 0.0164
3171 Board of Barber Examiners (Sch.) 0.21 0.0197
3172 State Board of Cosmetology (Sch.) 0.21 0.0197
3173 State Dental Board (Sch.) 0.21 0.0197
3174 State Board of Embalmers & Funeral Directors (Sch.) 0.21 0.0197
3175 State Medical Board (Sch.) 0.21 0.0197
3176 State Board of Nursing Education and Nurse Registration (Sch.) 0.21 0.0197
3177 State Board of Optometry (Sch.) 0.21 0.0197
3178 State Board of Pharmacy (Sch.) 0.21 0.0197
3179 State Veterinary Medical Board (Sch.) 0.21 0.0197
3180 State Board of Accountancy (Sch.) 0.21 0.0197
3181 State Board of Architects (Sch.) 0.21 0.0197
3183 State Board of Engineers & Surveyors (Sch.) 0.21 0.0197
3186 Ohio Water Development Authority (Sch.) 0.21 0.0197
3187 Rehabilitation Services Commission 0.56 0.0356
3188 Department of Rehabilitation and Correction 2.06 0.1894
3190 Environmental Protection Agency 0.12 0.0173
3191 Office of Budget and Management 0.12 0.0052
3192 Department of Aging 0.05 0.0163
3193 Court of Claims (Sch.) 0.21 0.0197
3194 Ohio Legal Rights Service (Sch.) 0.21 0.0197
3200 Department of Transportation 1.94 0.1950

3202 
The Petroleum Underground Storage Tank Release Compensation 
Board (Sch.) 0.21 0.0197

3203 Office of Inspector General (Sch.) 0.21 0.0197
3204 Capital Square Review and Advisory Board (Sch.) 0.21 0.0197
3206 Ohio Medical Transportation Board (Sch.) 0.21 0.0197
3207 Ohio Cultural Facilities Commission (Sch.) 0.21 0.0197
3208 Joint Legislative Ethics Commission (Sch.) 0.21 0.0197
3209 Lake Erie Commission (Sch.) 0.21 0.0197
3210 Ohio Elections Commission (Sch.) 0.21 0.0197
3400 Department of Public Safety 0.75 0.0865
3501 Ohio Public Defender Commission (Sch.) 0.21 0.0197
3504 Office of the Consumers' Counsel (Sch.) 0.21 0.0197
3512 Commission on Hispanic/Latino Affairs (Sch.) 0.21 0.0197
3516 Board of Speech Pathology and Audiology (Sch.) 0.21 0.0197
3518 Board of Dispensing Opticians (Sch.) 0.21 0.0197

 
STATE AGENCY  

RATES EFFECTIVE JULY 1, 2009  
  

MANUAL AGENCY RATE
MCO 
Rate 

3519 Department of Mental Retardation and Developmental Disabilities 6.13 0.6757
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3520 Board of Chiropractic Examiners (Sch.) 0.21 0.0197
3521 State Employee Relations Board (Sch.) 0.21 0.0197
3523 Ohio Ethics Commission (Sch.) 0.21 0.0197
3524 Ohio Air Quality Development Authority (Sch.) 0.21 0.0197
3525 Liquor Control Commission (Sch.) 0.21 0.0197
3527 Psychology Board (Sch.) 0.21 0.0197
3528 Occupational & Physical Therapy Board (Sch.) 0.21 0.0197
3529 Counselors and Social Workers Board (Sch.) 0.21 0.0197
3530 Sanitarian Registration Board (Sch.) 0.21 0.0197
3531 Athletic Commission (Sch.) 0.21 0.0197
3532 Commission on Minority Health (Sch.) 0.21 0.0197
3533 Board of Dietetics (Sch.) 0.21 0.0197
3535 Department of Alcohol and Drug Addiction 0.29 0.0203
3536 Commission on Dispute Resolution & Conflict Management (Sch.)  0.21 0.0197
3537 Ohio Respiratory Care Board (Sch.) 0.21 0.0197
3538 Public Works Commission (Sch.) 0.21 0.0197
3539 Ohio Tuition Trust Authority (Sch.) 0.21 0.0197
5600 Ohio Building Authority 0.05 0.0330
5900 Lottery Commission 0.05 0.0162
5903 Joint Commission on Agency Rule Review (Sch.) 0.21 0.0197
5904 Ohio School Facilities Commission (Sch.) 0.21 0.0197
5906 Board of Motor Vehicle Collision Repair (Sch.) 0.21 0.0197
5910 Department of Job & Family Services 0.28 0.0275
5911 State Board of Career Colleges and Schools (Sch.) 0.21 0.0197
5912 Board of Tax Appeals (Sch.) 0.21 0.0197
5913 Personnel Board of Review (Sch.) 0.21 0.0197

5914 
Southern Ohio Agricultural & Community Development    
Foundation (Sch.) 0.21 0.0197

5924 Orthotics, Prosthetics and Pedorthics Board (Sch.) 0.21 0.0197
5928 Chemical Dependency Professionals Board (Sch.) 0.21 0.0197
5930 Manufactured Homes Commission (Sch.) 0.21 0.0197
5931 Ohio Housing Finance Agency (Sch.) 0.21 0.0197
5932 Etech Ohio Commission (Sch.) 0.21 0.0197
5933 Environmental Review Appeals Commission (Sch.) 0.21 0.0197
5935 Workers’ Compensation Council (Sch.) 0.21 0.0197

 
 

STATE AGENCY  
RATES EFFECTIVE JULY 1, 2009  

  
   

STATE UNIVERSITIES  
   
MANUAL AGENCY RATE MCO 
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Rate 
3128 Cleveland State University 0.25 0.0241
3141 Bowling Green State University 0.36 0.0414
3142 Kent State University 0.25 0.0389
3143 Miami University 0.51 0.0576
3144 Ohio University 0.58 0.0639
3145 Ohio State University, Ohio Agricultural Center 0.30 0.0359
3146 Central State University 0.99 0.0675
3148 University of Toledo Health Science Campus 0.05 0.0230
3149 University of Toledo 0.41 0.0411
3151 OSU Cooperative Extension 0.09 0.0198
3157 Youngstown State University 0.20 0.0265
3158 Wright State University 0.12 0.0182
3159 University of Akron  0.16 0.0277
3505 University of Cincinnati 0.19 0.0249
3526 Shawnee State University 0.21 0.0263
5905 Northeastern Ohio Universities College of Medicine 0.20 0.0239

 
 
 
 

           
STATE UNIVERSITY HOSPITALS  

       

MANUAL AGENCY RATE
MCO 
Rate 

3131 Ohio State University Hospital 0.77 0.0823
3161 University Medical Center 0.29 0.0377
3201 OSU Cancer Research Hospital 0.60 0.0580
5907 The Ohio State University Hospitals East 1.62 0.1699
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