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Note: The estimated General Revenue Fund (GRF) spending for FY 2003 used in this LSC Redbook
reflects the 2.5% reduction made as a result of the Governor’s January 22, 2003 budget cut order. The
executive reduction was applied across-the-board to FY 2003 GRF appropriations, subject to certain
exceptions.  Subsequent to such reductions (and not reflected in the Redbook), state agencies were
permitted to redllocate the amount that each of their GRF appropriation line items was reduced, while still
absorbing the 2.5% budget cut within the total amount of their GRF appropriations.




BWC — Bureau of Workers’ Compensation

Bureau of Workers’
Compensation

- Recommended funding is
at Core Budget Level for
all programs

- Total funding for FY 2004
is 0.1% below FY 2003;

FY 2005 is 0.2% above

FY 2004

OVERVIEW

The Ohio Bureau of Workers Compensation (BWC) administers the second largest exclusive workers
compensation system in the United States with assets of some $23 billion. An exclusive system is onein
which only the state, not private insurers, provides workers compensation coverage to business and
industry. Ohio’'s workers compensation system comprises two agencies. BWC as the insurance
provider, and the Ohio Industridl Commission (OIC), which adjudicates disputed clams. Bureau of
Workers provides coverage to about two-thirds of Ohio’ s workforce (private, state, and local government
employees). Other workers may be insured by employers that are large and financially secure enough to
qudlify to self-insure.

Current annua premium and assessment income from private and public employers throughout the state
is approximately $2 billion. Premium payments cover the cost of workers compensation insurance and
are deposited to the State Insurance Fund. In addition, Administrative Cost Fund (ACF) assessments are
charged to employers to support BWC and OIC operations. Neither BWC nor OIC receives genera
revenue funds.

The State Insurance Fund surplus balance for fiscal year (FY) 2002 is $1.9 billion, down from $4.5 billion
in FY 2001. The balance as of December 31, 2002 is $358 million. This balance reflects a series of
dividends, credits, and rebates awarded to state fund employers that totaled more than $1.6 hillion in
FY 2001 and nearly $1.5 billion in FY 2002. These were awarded in a deliberate effort to bring the
balance of the State Insurance Fund down, since net assets had historically been higher than what the
Bureau deemed necessary to cover al of its existing claims. Currently, BWC maintains claims reserves
of $14 billion to cover future wage loss and medical benefits to injured workers.

The Governor appoints the administrator of BWC, who in turn is asssted by a nine-member Advisory
Commission comprising representatives from business and labor, as well as legidators. Currently, BWC
employs 2,800 people. This is down from approximately 3,095 employees in FY 2000. The Bureau is
organized into 5 (current) programs consisting of eleven functiona divisons. There are 21 BWC service
offices statewide and additiona regional offices that provide safety education and accident prevention
services to Ohio employers.

The executive funding recommendation for the biennium is $319,157,074 in FY 2004 and $319,662,074
in FY 2005.
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BWC — Bureau of Workers’ Compensation

ANALYSIS OF EXECUTIVE PROPOSAL
Claims, Risk, And Medical M anagement Program Series1

Purpose: Thegoa of this program seriesis to provide cost-effective, quality health care to Ohio’'s
injured workers so that the workers will return to work as soon as possible or aternatively to afunctiona
lifestyle.

The following table shows the line items that are used to fund this program series, as well as the
Governor’s recommended funding levels.

Fund ALI Title FY 2004 FY 2005
023 855-407 Claims, Risk, and Medical Management $141,539,537 $141,539,537
Total funding: Claims, Risk, and Medical Management $141,539,537 $141,539,537

Claims, Risk, And Medical Management

Program Description: This program series contains funding for severd divisions and departments within
BWC. These are Medica Management, Field Operations, Employer Services, Business Performance
Services, Customer Trend Analysis, Research and Analysis, and Corporate Affairs.

The Medical Management Division is responsible for managing the Hedth Partnership Program (HPP)
and the Qualified Health Plan (QHP) systems. These are managed care programs designed to provide
injured workers with cost-effective, quality hedth care in order to facilitate an early return to work and/or
areturn to afunctional lifestyle.

The Field Operations Division is comprised of 21 service offices located across the state. These offices
process al State Insurance Fund claims within the workers compensation system. Field offices house
claims, medical, risk, fraud, legal, and information technology personne.

The Employer Services Division is responsible for providing Chio employers with a variety of services,
including information related to policies, premiums, and ratings, premium discount programs; training
programs, consulting services, and transitional work grant funding; and claims management services.

The Business Performance Services Divison manages all policy making and claims technology functions
for the Bureau. These include policy design and field implementation, rehabilitation policy, medica
policy, and policy quaity review. The god of this Divison is to provide BWC saff with persond,
professonal, and job specific development opportunities so that they in turn, provide BWC customers
with better service and reduced costs.

The Customer Trend Analysis Department tracks customer feedback through the use of outbound surveys
and survey andysis. The Research and Development Department provides analytical, statistical, and
reporting services to BWC daff and to customers. The Corporate Affairs Department coordinates
communication between BWC staff and its customers regarding BWC programs and services. The
Department sponsors specia events and conferences, and facilitates electronic communication via the
Bureau' s Internet and Intranet systems.

Funding Source: Administrative Cost Fund (ACF) assessments paid by State Insurance Fund employers.

Line ltem: 855-407
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BWC — Bureau of Workers’ Compensation

Implication of Recommendation: The executive budget recommends funding at the core budget level of
$141,539,537 in each of FY's 2004 and 2005. At this funding leve, the agency will continue support of
its claims, risk, and medica management functions at the same funding level recommended in FY 2003.
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BWC — Bureau of Workers’ Compensation

Fraud Prevention Services Program Series 2

Purpose: The goal of the fraud prevention program series is to prevent, detect, and investigate cases of
suspected fraud, whether it occurs internaly or externally to the workers' compensation system.

The following table shows the line items that are used to fund this program series, as well as the
Governor’s recommended funding levels.

Fund ALI Title FY 2004 FY 2005
023 855-408 Fraud Prevention $11,713,797 $11,713,797
Total funding: Fraud Prevention Services $11,713,797 $11,713,797

Special | nvestigations

Program Description:  This program series supports BWC's fraud prevention and investigation
programs.

Fraud prevention is geared toward detecting and preventing fraudulent claims on the part of employees
(claimants), employers, and health care providers. According to the Bureau, employees are responsible
for gpproximately 88% of al fraudulent claims submitted annually. Due to numerous fraud detection
devices, like the Automated Detection and Intelligence (AD&I) team, the Cyber Crime Task Force, the
Fugitive Task Force, and the Fraud Hotline team, the Special Investigations Department referred a record
312 subjects for crimina prosecution during FY 2002, achieving its third consecutive annua record.
These referrds resulted in 127 indictments, 117 convictions and bills of information, and helped identify
more than $200 million in savings for Ohio’s workers compensation system.

Over the current biennium, BWC has focused an increased amount of attention on the areas of cyber
crime and fraud in the medical arena. As more of the Bureau’s transactions become electronic, it is likely
that the amount of cyber crime will increase. In addition, as more focus is directed toward provider and
employer fraud, the need for cyber crime expertise within the Specia Investigations Department will also
increase.

Funding Source: Adminigtrative Cost Fund (ACF) assessments paid by State Insurance Fund employers.
Line Item: 855-408
Implication of Recommendation: The executive budget recommends funding at the core budget level of

$11,713,797 in each of FY's 2004 and 2005. At this funding level, the agency will continue support of its
specia investigations functions at the same funding level recommended in FY 2003.
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BWC — Bureau of Workers’ Compensation

Accident Prevention Program Series 3

Purpose:  Activitiesincluded in the Safety and Hygiene program series are directed toward making
Ohio’ s work places safe through training and consulting services.

The following table shows the line items that are used to fund this program series, as well as the
Governor’s recommended funding levels.

Fund ALI Title FY 2004 FY 2005
826 855-609 Safety and Hygiene Operating $20,130,820 $20,130,820
826 855-610 Safety Grants Program $2,000,000 $2,000,000
Total funding: Safety and Hygiene $22,130,820 $22,130,820

Specific programs within the Accident Prevention program series on which this analysis will focus
include:

B Safety and Hygiene
B Safety Grants

Safety And Hygiene

Program Description: The Safety and Hygiene Division provides employers with a variety of programs
geared toward improving workplace safety, preventing accidents, and reducing workers compensation
costs. A portion of employer premiums pays for these safety and health services, which are available to
employers a no additional fee. Services offered by the Division include on-site consultants, a training
center, library services, and the annua Ohio Safety Congress and Expo. In FY 2001, the Divison
launched a two-year business plan that focused 30% of its resources on 4 preferred markets (public
schools, excavators, machine shops, and extended care facilities), resulting in a reduced number of clams
in each market. During the FY 2004-2005 biennium, four new markets will receive the Division’'s focus
(plastics, masonry, metals, and public entities).

Funding Source: Safety and Hygiene assessments attached to State Insurance Fund employer premiums
(1%)

Line ltem: 855-609

Implication of Recommendation: The executive budget recommends funding at the core budget level of
$20,130,820 in each of FY's 2004 and 2005.

Funding at this level will dlow the Safety and Hygiene Division to continue training programs designed
to reduce employers premium costs. However, BWC projects that the 1% assessment attached to
employer premiums will not be sufficient to sustain adequate service levels. This is due, in short, to the
effectiveness of Safety and Hygiene programs. As employer premiums are reduced as a result of
increased worker safety, the amount of assessment revenue for the Division aso declines. Am. Sub.
H.B. 180 of the 123rd General Assembly changed the assessment rate received by the Division,
increasing it from 0.5% of private employer premiums and 0.75% of state and local government
premiums to a flat 1% of tota paid premiums. Ultimately, BWC does not believe this change in formula
will do enough to correct the Divison’s funding shortfall.
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Safety Grants

Program Description: Under the SafetyGRANT$ program, the Safety and Hygiene Division provides
grants to Ohio employers for the research and prevention of cumulative trauma disorders (CTDs) and to
defray the cost of educational training and materias for instituting BWC' s Drug-Free Workplace Program
(or a comparable program).

Funding Source: Transfers from the State Insurance Fund

Lineltem: 855-610

Implication of Recommendation: The executive budget recommends funding at the core budget level of
$2 million in each of FY's 2004 and 2005.

When the SafetyGRANT$ program began (approximately 3 years ago), employers could receive 2to-1
matching grants for Drug-Free Workplace training and materials and 4to-1 matching grants for the
research and prevention of CTDs. Currently, the Bureau feels that it has gathered enough data pertaining
to CTDs and is planning to end this portion of the grant program. For this reason, the FY 2004
recommended appropriation of $2 million is $1 million less than the current FY 2003 appropriation, and
$2.4 million less than FY 2002 expenditures.
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Special Purpose Funds Program Series5

Purpose:  The program series consists of three separate funds, all of which are devoted to providing
cost-of -living adjustments or supplemental benefits to certain injured workers.

The following table shows the line items that are used to fund this program series, as well as the
Governor’s recommended funding levels.

Fund ALl Title FY 2004 FY 2005

822 855-606 Coal Workers’ Fund $91,894 $91,894
823 855-608 Marine Industry Fund $53,952 $53,952
825 855-605 Disabled Workers Relief Fund $693,764 $693,764
Total funding: Special Purpose Funds $839,610 $839,610

Specific programs within the Specia Purpose Funds program series o which this analysis will focus
include:

B Disabled Workers Relief Fund (DWRF)
B Coal Workers’ Fund
B Marine Industry Fund

Coal Workers Pneumo-Coniosis Fund

Program Description: Authority for the fund is provided under R.C. section 4131.03. The fund provides
benefits as directed by the Federal Coal Mine Health and Safety Act of 1969.

Funding Source: An additiona premium charge attached to State Insurance Fund premiums owed by
coal operators

Line ltem: 855-606

Implication of Recommendation: The executive budget recommends funding at the core budget leved of
$91,894 in each of FYs 2004 and 2005. At this funding leve, the agency will have sufficient
gppropriation authority to maintain these benefits. The supplemental funds will alow the Bureau to
compensate long-term employees assigned to the Coal Workers Fund.

Marine Industry Fund

Program Description: Authority for the fund is provided under R.C. section 4131.13. The fund provides
benefits as prescribed by the Federa Longshoremen’s and Harbor Workers' Act, as amended in 1972.

Funding Source: An additiona premium charge attached to State Insurance Fund premiums owed by
marine industry employers

Line ltem: 855-608

Implication of Recommendation: The executive budget recommends funding at the core budget leve of
$53,952 in each of FYs 2004 and 2005. At this funding leve, the agency will have sufficient
gppropriation authority to maintain these benefits as required by federal law.
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Disabled Workers Relief Fund

Program Description: Authority for the Disabled Workers Relief Fund (DWREF) is provided under
R.C. section .4123.412. The fund supplements benefits to injured workers receiving Permanent Total
Disability (PTD) benefits who receive less than $1,144 monthly in compensation.

Funding Source: An additiona charge of $0.10 per $100 of payroll and 0.1% of State Insurance Fund
employer premiums

Line Item: 855-605
Implication of Recommendation: The executive budget recommends funding at the core budget level of

$693,764 in each of FYs 2004 and 2005. At this level of funding, the agency will have sufficient
gppropriation authority to maintain these benefits.
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BWC — Bureau of Workers’ Compensation

Adminigrative Support Program Series 6

Purpose:  The program series includes funding for the Customer Service, Human Resources,
Management Information Systems, Finance, Law, and Policy and Reporting divisions.

The following table shows the line items that are used to fund this program series, as well as the
Governor’s recommended funding levels.

Fund ALl Title FY 2004 FY 2005

023 855-401 William Green Lease Payments to OBA $18,734,613 $19,239,613
023 855-409 Administrative Services $119,884,053 $119,884,053
023 855-410 Attorney General Payments $4,314,644 $4,314,644
Total funding: Administrative Support $142,933,310 $142,933,310

Administrative Services

Program Description: The Administrative Cost Fund (Fund 023) was created under H.B. 363 of the
122nd General Assembly. The fund houses al assessments paid by State Insurance Fund employers and
is used to fund the operations of BWC (and the Ohio Industria Commission). Departments and personnel
supported through the Administrative Services line item (855-409) include Customer Assistance, Finance,
Human Resources, Legd, Internal Audit, Ombudsperson, and Information Technology.

The Customer Assistance Department handles customer contacts, provides forms and benefit information,
and assists new employers in obtaining workers' compensation coverage.

The Finance Department provides investment management, general accounting, actuaria, and internal
risk management services for BWC. The long-term goa with respect to the State Insurance Fund is to
generate investment returns that meet or exceed BWC's actuaria investment return assumption over
appropriate periods of time. The Actuarial Department is responsible for calculating and promulgating
premium rates for all employer groups and for al funds for &l rating plans, as well as calculating fund
reserves for the State Insurance Fund and other related funds. Recently, net asset trends for the State
Insurance Fund have been in decling, in part due to volatile market conditions nationwide. However,
BWC mitigates much of this risk by maintaining investment portfolios that are well diversified between
equity holdings and fixed maturities. Over the last two years, the State Insurance Fund has generated a
better return than about 85% of public funds in the United States (according to data supplied by BWC's
external investment consultant).

Human Resources provides leadership and guidance to BWC management and staff in areas of Equal
Employment  Opportunity, Employee/Labor Relations, Payroll/Benefits and Personnel, and Qudlity
Services.

The Lega Division provides advice and assistance to BWC management regarding matters related to
clams procedures, policies, appeals lodged on behaf of the State Insurance Fund, bankruptcy and
foreclosure matters, and other issues.

The Internal Audit Department is responsible for monitoring and evaluating the internal control structure
of BWC. The Department provides independent assessments of the efficiency of departmental
operations, the accuracy of financial and manageria reports, and the level of compliance with internal
policies and procedures.
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The Office of the Ombudsperson answers inquiries and investigates complaints made by employers and
clamants related to the processing of claims for workers compensation benefits. The office adso
provides necessary information regarding the Bureau, the Industrid Commission, commission hearing
officers, and the procedures employed in the processing of claims. The Ombudsperson has a staff of nine
associates located in Cleveland and Columbus.

The Information Technology Division is responsible for al computer equipment and software in use at
BWC. This includes mainframe computers, workstations, printers, various periphera equipment, a
statewide communications network, and software both developed by BWC and purchased through outside
vendors.

Funding Source: Administrative Cost Fund (ACF) assessments paid by State Insurance Fund employers

Lineltems: 855-401, 855-409, and 855-410

Implication of Recommendation: The executive budget recommends funding at the core budget level of
$142,933,310 in each of FYs 2004 and 2005. At this funding level, the agency will continue support of
its adminigtrative functions at the same funding level recommended in FY 2003.

The agency will aso pay its share of expenses related to the operation of the Attorney Genera’s Workers
Compensation Section and make lease payments for the William Green Building, BWC's office
headquarters located in Columbus. The increase in appropriation between FY 2004 and FY 2005 for the
William Green Lease Payments line item represents the only appropriation increase requested by BWC
for the biennium. The building is owned by the Ohio Building Authority and was funded by tax-exempt
bonds, the principa on which is paid by the building's tenants (BWC and the Ohio Industria
Commission). The amounts of principa payments are identified in the origind schedule of bond
retirement and have not been changed.
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BWC — Bureau of Workers’ Compensation

ADDITIONAL FACTS AND FIGURES
BWC Overall Staffing Levels from FY 2000 to FY 2005

The following chart illustrates BWC's total staffing levels between FY 2000 and FY 2005, with the
numbers for FY 2004 and FY 2005 being estimates. The table that follows the chart breaks down staffing
levels by divison. Overdl staff has decreased from 3,095 in FY 2000 to 2,800 in FY 2003 (a 9.5%
decrease). Staff is expected to increase in FY's 2004 and 2005.

3,095

3,100

3,0001

2,9007

2,800

2,7001

2,600
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

O Staffing Levels

Staffing L evels by Division

Program Series/Division 2000 2001 2002 2003 ?004 .2005

(estimated) | (estimated)
CEO/Administration 41 44 21 25 26 26
Legal 240 235 219 218 226 226
Finance 183 182 167 114 118 118
Field Operations 1,326 1,368 1,271 1,371 1,420 1,420
Human Resources 46 43 45 94 97 97
Information Technology 259 250 253 258 268 268
Medical Management 151 153 137 133 138 138
Rehabilitation Services 57 46 0 0 0 0
Corporate Affairs 108 38 36 37 38 38
Employer Operations 430 425 418 426 441 441
Policy and Support 254 253 246 124 128 128
Totals 3,095 3,037 2,813 2,800 2,900 2,900
Source: BWC
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BWC — Bureau of Workers’ Compensation

Employer Premium Rates

This bar chart shows annua percent changes in employer premium rates between 1996 and 2000.

Average Change to Employer Premium Rates
for Rating Years 1996 to 2002

Percent Change s .

-10

-12

-15

-14

-16
1996 1997 1998 1999 2000 2001 2002

Policy Year

In FY 2001 and 2002 respectively, BWC awarded approximately $1.6 billion and $1.5 billion in
dividends, credits, and rebates to state fund employers. For FY 2003, approximately $600 million in
premium reductions has been awarded. These reductions were approved in a deliberate effort to bring
the balance of the State Insurance Fund down, since net assets had historically been higher than what

the Bureau deemed necessary to cover al of its existing claims.

Since 1994, Ohio’'s employers have saved more than $10.1 billion through rebates, dividends, and
rate decreases by the Bureau.

Page A 12
Legislative Service Commission — Redbook



BWC — Bureau of Workers’ Compensation

BWC Combined Ratio Trends for Fiscal Years 1996-2000

BWC completed FY 2002 with a combined ratio of 132%. Combined ratio is a formula used by
insurance companies to relate their premium income to the expenses of their claims, administration, and
dividend expenses. It is caculated by dividing the sum of incurred losses and expenses by earned
premium. Combined ratio does not take into account investment income. A combined ratio of 132%
means that BWC spends 132 cents for claims and administration for every dollar of premium earned.
(Source: Rupp's Insurance and Risk Management Glossary).

Combined Ratio Trends

160% 141% 139%
132%

125%

120%
85%

80%

40%-

0%

FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

BWC Dolphin Project

In 2000, BWC launched the Dolphin project, an “e-business’ initiative that enables customers to interact
with the Bureau 24 hours a day, seven days a week. Using Dolphin, injured workers can file a clam
online, recelve information about the claims process, change persona information, view payment
information and individua claims information, and request services. Employers can obtain workers
compensation coverage, change company information, sdect a managed care organization, pay
premiums, report payroll, smulate cost-reduction scenarios, manage claims, and access information and
services.

Progress with the Dolphin project continues. The infrastructure and e-business applications of the project
have been fully operational since April 2001 and are experiencing steady growth. In FY 2002, more than
20,000 workers compensation claims were filed online. In the current biennium, Dolphin development
continued with the rollout of Wave 5, which included additiond functionaity for ease of use. Dolphin’s
e-business drategy is still being pursued through initiatives such as a document repository, collaborative
computing, and other eectronic interfaces.
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BWC — Bureau of Workers’ Compensation

PERMANENT AND TEMPORARY LAW

This section describes permanent and temporary law provisions contained in the executive budget that
may affect the agency’s activities during the next biennium.

Permanent Law Provisions

Confidentiality of | nformation (R.C. section 2305.24)

This provison clarifies that any information, data, report, or record submitted to a quality assurance
committee or dilization committee of BWC for the purpose of reviewing the professiona qualifications
and performance of a medical provider is confidential and is to be used only for the exercise and proper
function of the committee. The provision has no fiscal effect.

I ndustrial Commission Operating Fund (R.C. section 4121.021)

This provision creates the Industridl Commission Operating Fund and specifies that moneys in the fund
are to be used for costs that are soldly attributable to the activities of the Commission. Under R.C. section
4123.342, as amended by this bill, the Administrator of BWC is to divide the administrative cost
assessments collected by BWC into two separate accounts within the State Insurance Fund. (Currently,
assessments are deposited into one account, the Adminigtrative Cost Fund, and shared between BWC and
the Industrial Commission.) One of these accountsisto consist of assessments collected for the Industria
Commission. This account is the Industridl Commission Operating Fund. Creating this fund will alow
BWC and OIC to maintain direct control over their respective operating funds and will more clearly
differentiate the costs of the services provided by the two agencies by showing employers what portion of
their assessments goes toward BWC and what portion goes toward OIC.

Religious Sect Exemption (R.C. section 4123.15)

This provison specifies that an employer who is a member and adherent of a religious sect that is
opposed to accepting public or private insurance benefits related to various events, such as degth,
disability, impairment, old age, and retirement, may apply to BWC for an exemption from payment of
workers compensation premiums and assessments, or in the case of a self-insured employer, from
payment of direct compensation and benefits, on account of an employee who is also a member of such a
religious sect. In practice, this provison would apply most readily to employers and employees of the
Amish community who wish to be exempt from paying workers compensation premiums and
assessments.  The fisca effect of this provision is likely to be minima. Although BWC would collect
fewer premium and assessment payments from employers to which the Bureau grants an exemption, the
Bureau would also not be responsible for paying workers' compensation claims for these employers.

Temporary L aw Provisions

William Green L ease Payments (Section 3 of the bill)

This temporary law prescribes the manner in which appropriations in line item 855-401, William Green
Lease Payments to OBA, are to be expended. Over the biennium, up to $37,974,226 is available for this
purpose.
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Workers Compensation Fraud Unit (Section 3 of the bill)

The Bureau of Workers' Compensation makes quarterly payments to the Attorney Generd to offset costs
related D the operation of that agency’s Workers Compensation Section (Fund 195) as well as the
Workers Compensation Fraud Unit. This provison stipulates that in each of FY's 2004 and 2005, BWC
will transfer $773,151 to the Attorney Genera’s Workers Compensation Fraud Unit from appropriation
item 855-410, Attorney General Payments.

Safety and Hygiene (Section 3 of the bill)

This temporary law provision requires the Administrator of BWC to transfer moneys from the State
Insurance Fund to insure that appropriation item 855-609, Safety and Hygiene Operating, is provided
$20,130,820 in each of FY's 2004 and 2005.

Vocational Rehabilitation (Section 3 of the hill)

The Bureau of Workers Compensation enters into an interagency agreement with the Rehabilitation
Services Commission for the provison of vocationa rehabilitation services and staff for mutualy eigible
clients. For this purpose, BWC shdl provide from the State Insurance Fund $587,774 in FY 2004 and
$605,407 in FY 2005.

Fund Balance Transfers (Section 4 of the bill)

This provision directs the Director of Budget and Management to transfer existing encumbrances and
balances from the Industria Commission’s portion of Fund 023, Administrative Cost Fund, to Fund 5W3,
Industrill Commission Operating Fund, on July 1, 2003. The Industrid Commission appropriation items
included in this transfer are 845-321, Operating Expenses, 845-402, Rent — William Green Building; and
845-410, Attorney General Payments.

Renumbering Safety and Hyagiene Rules (Section 5 of the bill)

This provision directs the Director of the Legidative Service Commission to renumber BWC's safety and
hygiene rules, currently bearing the Administrative Code divison level designation of 4121:1, to 4123:1.
The renumbering was requested by the Legidative Service Commission and is related to administrative
procedures concerning electronic rulesfiling.

Page A 15
Legislative Service Commission — Redbook



BWC — Bureau of Workers’ Compensation

REQUESTS NOT FUNDED

The executive budget recommendation fully funds dl program series included in BWC's FY 2004-2005
budget request. Total recommended appropriations are $319,157,074 for FY 2004, and $319,662,074 for
FY 2005.
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Bureau of Workers' Compensation - Catalog of Budget Line Items

Workers' Compensation Fund Group

023 855-401 William Green L ease Paymentsto OBA
2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$15,658,929 $16,334,646 $16,974,631 $18,174,700 $18,734,613 $19,239,613
4.3% 3.9% 7.1% 3.1% 2.7%

Source: WCF: Administrative Cost Fund assessments paid by employers

Legal Basis: Section 5 of Sub. H.B. 75 of the 124th G.A. (originally established by Sub. S.B. 218
of the 119th G.A.)

Purpose: Thislineitem is used to pay debt service on bonds the Ohio Building Authority
issued to buy the William Green Building for BWC. Appropriations are also used
to make lease payments to the Ohio Building Authority.

023 855-407 Claims, Risk & Medical Management

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$121,609,029 $124,897,904 $130,722,888 $141,539,537 $141,539,537 $141,539,537
2.7% 4.7% 8.3% 0.0% 0.0%

Source: WCF: Administrative Cost Fund assessments paid by employers
Legal Basis: Section 5 of Sub. H.B. 75 of the 124th G.A. (origindly established by Am. Sub.
H.B. 363 of the 122nd G.A.)
Purpose: The line item funds the personnel, maintenance, and equipment costs for BWC's
Claims, Risk, and Medical Management program.
023 855-408 Fraud Prevention
2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$9,980,587 $9,960,233 $10,035,424 $11,713,797 $11,713,797 $11,713,797
-0.2% 0.8% 16.7% 0.0% 0.0%
Source: WCF: Administrative Cost Fund assessments paid by employers
Legal Basis: Section 5 of Sub. H.B. 75 of the 124th G.A. (origindly established by Am. Sub.
H.B. 363 of the 122nd G.A.)
Purpose: This line item funds the personnel, maintenance, and equipment costs associated
with BWC's Fraud Prevention program.
023 855-409 Administrative Services
2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$111,226,257 $109,103,221 $104,630,149 $119,884,053 $119,884,053 $119,884,053
-1.9% -4.1% 14.6% 0.0% 0.0%

Source:

Legal Basis:

Purpose:

WCF: Administrative Cost Fund assessments paid by employers

Section 5 of Sub. H.B. 75 of the 124th G.A. (originaly established by Am. Sub.
H.B. 363 of the 122nd G.A.)

This operating expenses line item funds the personnel, maintenance, and equipment
costs associated with BWC's Administrative Services program.
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023 855-410 Attorney General Payments

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$3,690,907 $3,774,563 $3,874,918 $4,314,644 $4,314,644 $4,314,644
2.3% 2.7% 11.3% 0.0% 0.0%
Source: WCF: Administrative Cost Fund assessments paid by employers
Legal Basis: Section 5 of Sub. H.B. 75 of the 124th G.A. (originally established by Am. Sub.
H.B. 363 of the 122nd G.A.)
Purpose: This line item funds fifty percent of the costs related to the legal services of the

Attorney General's Workers Compensation Unit, which includes expenses related to
workers compensation fraud investigation. The Ohio Industrial Commission pays
the remaining portion. Both agencies make alternating quarterly payments during
the fiscal year.

4Y6 855-611 J.L.CameraCenter-Rent

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal

$247,014 $0 $0 $0 $0 $0

N/A N/A N/A N/A
Source: WCF: Fees charged for medical and rehabilitation services provided by doctors at

the Center
Legal Basis: Discontinued line item (originally established in ORC 4121.62(E))

Purpose: This line was used to make rental payments for the BWC Rehabilitation Center in

Columbus.

4Y6 855-612 J.L.Camera Center Operating

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$7,392,735 $2,725,970 $342,798 $0 $0 $0
-63.1% -87.4% -100.0% N/A N/A
Source: WCF: Fees charged for medical and rehabilitation services provided by doctors at
the Center
Legal Basis: Discontinued line item (originally established in ORC 4121.62(E) and Section 5 of
Sub. H.B. 75 of the 124th G.A.)
Purpose: Thisline item was used for operating funds for the BWC Rehabilitation Center in

Columbus. The Rehabilitation Center closed in FY 2001.
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822 855-606 Coal Workers Fund
2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$74,251 $78,185 $38,260 $91,894 $91,894 $91,894
5.3% -51.1% 140.2% 0.0% 0.0%

Source: WCEF: Additiona premiums charged to coal mine operators

Legal Basis: ORC 4131.03 and Section 5 of Sub. H.B. 75 of the 124th G.A.

Purpose: This line item pays the administrative costs of the Coal Workers Pneumoconiosis
Fund in the custody of the Treasurer of State. The fund provides benefits as
directed by the Federal Coal Mine Health and Safety Act of 1969.

823 855-608 Marinelndustry

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$45,757 $45,811 $49,089 $53,952 $53,952 $53,952
0.1% 7.2% 9.9% 0.0% 0.0%

Source: WCF: Premiums collected from marine industry employers

Legal Basis:. ORC 4131.03 and Section 5 of Sub. H.B. 75 of the 124th G.A.

Purpose: Thisline item provides funding for the adminigtrative costs of the Marine Industry
Fund in the custody of the Treasurer of State. The fund provides benefits as
prescribed by the Longshoremen's and Harbor Workers' Compensation Act
Amendments of 1972.

825 855-605 Disabled Workers Relief Fund

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$582,256 $629,057 $691,649 $693,764 $693,764 $693,764
8.0% 9.9% 0.3% 0.0% 0.0%

Source: WCF: Employer assessments paid to the Disabled Workers Relief Fund

Legal Basis: ORC 4123.412 and Section 5 of Sub. H.B. 75 of the 124th G.A.

Purpose: Thislineitem is used to pay payroll and operating expenses of the fund, as well as

costs related to providing Disabled Workers Relief Fund (DWRF) benefits. The
Fund is in the custody of the Treasurer of State. DWRF assessments are cal cul ated
at $0.10 per $100 of payroll and 0.01% of the basic premium rate. DWRF benefits
are cost of living adjustments granted to permanently and totally disabled workers.
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826 855-609 Safety & Hygiene Operating
2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$17,720,519 $17,076,212 $17,593,089 $20,130,820 $20,130,820 $20,130,820
-3.6% 3.0% 14.4% 0.0% 0.0%

Source: WCF: Safety and Hygiene Fund assessments charged to employers and transfer of
moneys from State I nsurance Fund

Legal Basis: ORC 4121.37 and Section 5 of Sub. H.B. 75 of the 124th G.A.

Purpose: This line item provides all operating funds for the Division of Safety and Hygiene.
This fee, which isin addition to employers premium assessments, was once
statutorily limited to an additional 0.5% of total premiums for private employers and
0.75% of total premiums for state and local government employers. Am. Sub. H.B.
180 of the 123rd G.A increased the private employer assessment rate to 1% of paid
premiums.

826 855-610 Safety GrantsProgram

2000 2001 2002 2003 2004 2005
Estimate Executive Proposal | Executive Proposal
$7,471,989 $10,339,284 $4,385,870 $3,000,000 $2,000,000 $2,000,000
38.4% -57.6% -31.6% -33.3% 0.0%

Source: WCF: Administrative Cost Fund assessments paid by employers

Legal Basis: As-needed lineitem (originally established by Am. Sub. H.B. 107 of the 120th G.A.)

Purpose: This line item funds BWC's Safety Grants program. These grants go to employers

to help them implement safety programs within their business. BWC will request
appropriation authority through the Controlling Board when appropriate requests are
received from employers.

Holding Account Redistribution Fund Group
R46 855-602 Camera Center Services

2000

2003
Estimate

2004
Executive Proposal

2005
Executive Proposal

2001 2002

$259,620 $164,184 $11,543 $0 $0 $0
-36.8% -93.0% -100.0% N/A N/A
Source: 090: Fees for managing the accounts of physicians contracted by BWC
Legal Basis: Discontinued line item (originally authorized by Controlling Board action beginning
in FY 1997)
Purpose: BW(C provided billing and collection services for health care providers who are

based at the Rehabilitation Center. In exchange, the Center collected a service fee
from each of these providers and deposits the revenue in this fund. The fund was set
by Controlling Board approval every fiscal year. The Rehabilitation Center is now
closed.
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LSC Budget Spreadsheet by Line Item, FY 2004 - FY 2005

Estimated Executive % Change Executive % Change
Fund  ALI ALI Title 2002 2003 2004  2003t02004 2005 2004 to 2005
BWC Bureau of Workers Compensation
023 855-401 William Green Lease Payments to OBA $ 16,974,631 $18,174,700 $ 18,734,613 3.1% $ 19,239,613 2.7%
o 855-407 Claims, Risk & Medical Management ~ $130,722,888  $141,539,537  $141,539,537  0.0%  $141,539537 0.0%
oz 855-408 | Fraud Preventon $10,035424 $11,713,797  $11713797  00%  $11,713797 0.0%
o 855-409 Administrative Services  $104,630,149  $119,884053  $119,884053 0.0%  $119,884053 0.0%
oz 855-410 Attorney General Payments $3874918 $4314644 $4314644  00% $4314644 0.0%
Cave 855-612 . JL CameraCenter Operating ~ $342,798 o so NA $o  NA
s2 855-606 Coal Workers' Fund $38260 $01,804 $91,894  00%  $91.894 0.0%
s 855-608 | Marine Industy $49,089 $53952 $53952  00% $53952 0.0%
a5 855-605 | Disabled Workers Relief Fund ~ $691,649  $693,764 $693764  00% | $603,764 0.0%
s 855-609 Safety & Hygiene Operating - $17,593,089 $20,130,820  $2013080  00%  $20130820 0.0%
s 855-610 Safety Grants Program $4385870 $3000000 $2000000 333%  $2000000 0.0%
" Workers' Compensation Fund Group Total  $289,338765  $319,507,161  $319157.074 - 0.1%  $319,662074 0.2%
R46 855-602 Camera Center Services $ 11,543 $0 $0 N/A $0 N/A
" Holding Account Redistribution Fund Group Total $11543 so so NA $so0  NA

Total All Budget Fund Groups $ 289,350,308 $ 319,597,161 $ 319,157,074 -0.1%  $319,662,074 0.2%

Tuesday, February 25, 2003 Prepared by The Legislative Service Commission Page 1 of 1



