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Letter from the Administrator

Dear Governor Kasich:

| am pleased to present the annual report of the Ohio Bureau of Workers' Compensation for fiscal year 2018.

Over the last year, we increased our commitment to protect Ohio’s workers and employers, improved the lives
of injured workers and worked with local businesses and governments to bolster economic development.
Among our accomplishments:

Our Board of Directors approved a $1.5 billion rebate for Ohio’s private and public employers, the fourth rebate
of $1 billion or more since 2013.

We announced plans to invest $44 million over the next two years to improve wellness and safety for workers
across Ohio. This includes boosting our Safety Intervention Grant program to $20 million a year, up from $15
million a year.

Our latest safety initiative also continues funding for programs and equipment that reduce cancer risks for
firefighters and improve the safety of those who work with children and adults with disabilities. In its inaugural
year, our Firefighter Exposure to Environmental Elements Grant exceeded our expectations, drawing more
than 500 applications.

We launched our new safety, health and wellness program for workers in industries that have a higher risk for
on-the-job injuries. Called Better You, Better Ohio!™, the program targets workers in companies that employ
50 or fewer people.

Our board approved an average 6.1-percent reduction in premium rates for public employers. The reduction,
which became effective in January this year, saves public employers $11.8 million over the previous year’s
premiums.

Our board also approved a 12-percent rate reduction for private employers that became effective July 1. The
move saves private employers $163.5 million over FY2018 premiums.

We hosted our 88th annual Ohio Safety Congress & Expo in March along with our third annual Ohio Workers'
Compensation Medical & Health Symposium. More than 8,000 registered to attend the combined event, a
record.

We are working diligently on exciting improvements and initiatives to come in fiscal year 2019. We are more
committed than ever to the safety, health and economic well-being of our state and its citizens.

Sincerely,

I

Sarah D. Morrison, Administrator/CEO
Ohio Bureau of Workers' Compensation



Introduction

This report documents actions we took in fiscal year 2018 (FY18) to improve the quality of life for Ohio’s
workers and to be a positive influence for economic growth in Ohio. Our focus on preventing work-
place accidents, lowering rates and caring for those injured on the job is making Ohio a better place
for businesses and workers. This focus and our commitment to the principles of service, simplicity and
savings helped us operate efficiently during FY18.

Our FY18 administrative cost budget of $285.6 million was 1.1 percent less than appropriated by the
Ohio General Assembly. With assets of approximately $28.9 billion, we are the largest state-fund insur-
ance system in the U.S. In addition, we're one of the top 10 largest underwriters of workers’ compen-
sation insurance in the nation. Insuring 240,639 Ohio employers, we provide insurance coverage to
approximately 60 percent of Ohio’s workforce. In FY18, we approved 85,136 new claims, a decrease of
1,154 from FY17. Contributing reasons for this decrease include:

B Continued safety funding.
B Continued promotion of safe and healthy workplaces.
B More employers putting safety education resources to work.




Accomplishments

Enhanced service and savings for employers



MoreThan a Billion Back

Gov. Kasich joined us in April to announce plans to distribute a $1.5 billion rebate to public and private employers this summer.
This marked our fourth rebate of $1 billion or more since 2013. Our initiative returned $1.1 billion to private employers and $157
million to public employers. The rebate included $48 million to local schools.

Along with previous rebates, credits and rate reductions, our agency has saved Ohio employers $8 billion in workers’ com-
pensation costs since 2011.

Base-rate reduction for employers

Our board approved an average 6.1-percent reduction in premium rates for public employers in September 2017 The reduction
became effective in January 2018. It saves public employers $11.8 million over 2017's premiums.

Our board also approved a 12-percent rate reduction for private employers that became effective July 1, 2018. In FY2019, the
move will save private employers $163.5 million over FY18 premiums.

New program to enhance safety and savings at small workplaces

We created the Policy Activity Rebate (PAR) program. This new program offers small employers a new option for lowering their
workers’ comp premiums and increasing worker health and safety.

Under PAR, employers earn credits for completing activities designed to improve workplace safety practices and encourage
attentive management of their workers’ comp policies. Employers can receive a 50-percent premium rebate, up to $2,000. To
be eligible, they must select from among 33 available activities and earn 11 credits.

Other States Coverage

In FY18, we more than doubled enrollment in our Other States Coverage program. The program provides workers' compensa-
tion insurance to Ohio employers when their employees work outside of the state. Launched in FY16, this program stream-
lines the once difficult process of purchasing out-of-state coverage.

We issued 424 Other States Coverage policies in FY18. Premiums totaled $2.24 million. We received 17 claims during that
time for injuries in 12 states. Since its inception, the program has issued 798 policies. Premiums totaled $4.2 million.

Educational opportunities for employers

Our Employer Services Division developed multiple outreach programs during FY18. These programs educate and assist all
Ohio employer’s in managing their workers compensation programs.

Among them:

B We invited new employers to participate in a monthly webinar. Participants gained information on the five most
important items they need to know as they begin their operations.

m  We offered educational webinars twice each month. These webinars covered a variety of topics that are important
for all employers.

® Through a series of workshops, newsletters and participation in association meetings, we gave self-insured
employers and providers a forum to develop relationships and strategies to ensure injured workers receive the best
treatment for a full recovery and return to a normal life.
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Division of Safety & Hygiene

Safety and Wellness

In July 2017 we launched our Firefighter Exposure to Environmental Elements Grant Program (FEEG). The program helps fire
departments purchase safety gear and equipment designed to protect firefighters from carcinogens and other harmful ele-
ments encountered during a fire fight.

We originally allotted $2 million a year for the program for two years. However, the demand for funding quickly exceeded our
expectations. At the end of FY18, we had received 394 applications totaling $4.05 million. Of these, we awarded 237 grants
for a total of $2.4 million. We will process the remainder in FY19.

FEEG is part of our broader Safety Grant Program, which awarded 593 grants totaling $9.1 million in FY18.

As part of our More Than a Billion Back initiative, we announced a $44 million health, safety and wellness plan designed to
create a culture of safety throughout Ohio.

The plan calls for a boost to safety grant funding from $15 million per year to $20 million per year in FY19 and FY20. As part
of that increase, we set aside $4 million for Ohio police departments and $4 million for schools to increase their safety and
security. We also devoted $2 million for state agencies whose missions have inherent safety concerns. The Department of
Rehabilitation and Corrections is one example.

Better You, Better Ohiol™

In February, we launched Better You, Better Ohio! We designed our new safety, health and wellness program for workers in
industries that have a higher risk for on-the-job injuries. The program targets workers in companies that employ 50 or fewer
people. Its goals are to boost employee health, reduce workplace injuries and save employers money on medical, legal and
other costs associated with injury claims and poor health.

As of June 30, the program had 1,309 workers enrolled. We are expanding the program in FY19 to workers in companies that
employ up to 150 employees.

Ohio Safety Congress & Expo/Medical & Health Symposium

We held our annual Ohio Safety Congress & Expo in March in conjunction with our third Ohio Workers" Compensation Medi-
cal & Health Symposium. The combined event drew a record-setting crowd of more than 8,000. The symposium offered free
continuing education credits and participation in a combination of lectures and interactive panel discussions. Panels featured
leading national and state experts covering best practices related to the care of injured workers.



Medical and health services

The vision of our Medical & Health Services Division is to ensure and support prompt, quality, cost-effective health care for
injured workers. This vision facilitates a safe and timely return to work and life.

Multiple medical strategies and initiatives are in progress or planned to support this vision. You can find more information in
the attached Health Partnership Program annual report in the appendix.

Overcoming behaviors that impede recovery

Our board approved a rule in January aimed at correcting behaviors that impede an injured worker’s recovery. Under our Health
and Behavior Assessment and Intervention rule, we will pay for counseling and coaching sessions that help injured workers:
m  Overcome negative thinking.
B Poor coping skills.
m  Lack of motivation.
m  Other behavioral barriers to recovery.

The goal is to address these barriers before they spiral into a more serious condition or disease such as depression and opioid
abuse. Research indicates behavioral barriers can have three times or more the impact than pain alone in slowing an injured
person’s recovery.

Spinal fusion rule

A new rule that requires workers with lower back injuries to undergo at least 60 days of comprehensive conservative care
before considering a surgical option became effective Jan. 1. Conservative care includes physical therapy, chiropractic care and
rest, anti-inflammatories, ice and other non-surgical treatments.

The rule follows several studies that found fusion patients suffered considerably worse outcomes than non-fusion patients.
Outcomes included:
m  Chronic opioid dependence.
B Increased disability.
®  High rates of failed-back syndrome.
m  Additional surgery.
®  New psychiatric comorbidities.

As always, our goal is the best possible outcome for injured workers. Given the rule is still in its infancy, we don’t have enough
data yet to measure its efficacy.Lower back injuries are among the top workplace injury types reported to BWC each year.

Innovative pharmacy management reduces opioid dependence

Our pharmacy department continues to increase operational efficiencies. These actions better serve Ohio's injured workers
and reduce the use of opioids and other dangerous substances.

Our innovations and continuous clinical oversite have reduced opioid dependence in our injured worker population 65 percent
since FY2011 to 2,813. Our research indicates anyone taking at least 60 morphine equivalent doses a day for at least 60 days
is clinically dependent. In addition, we reduced prescriptions for:

m  Skeletal muscle relaxants by 84 percent since 2011.

®  Anti-ulcer agents by 88 percent.



Finally, we spent nearly $82.1 million on prescription drugs in FY2018. That's $52.4 million less than we did in FY2011, a
39-percent drop.

The International Association of Industrial Accident Boards and Commissions (IAIABC) honored our pharmacy department
this year. The IAIABC named the department the winner of its second annual Innovation Award for its work curbing opioid use
and abuse.

Special investigations

Fraud efforts generate results

Our special investigations department (SID) celebrated its 25th year of protecting the State Insurance Fund. SID accomplished
this by investigating, detecting and deterring fraud. The department’s 121 dedicated members accomplished several impres-
sive results:

B $60.1 million in savings, 44 percent more than last year.

B 3,150 allegations, 36 percent more than last year.

m 1,622 closed cases, a 38 percent increase over 2017.

The average closed founded case identified $78,973 in savings to our workers’ compensation system. That's 12 percent more
than last year.

Since its inception in FY1994, SID has:
m  Fielded 122,726 allegations of fraud.
m  Secured 2,802 convictions.
B and Saved the State Insurance Fund $1.8 billion.

Other accomplishments

Inclusion & Diversity

In April, we hired our first director of inclusion & diversity to lead our efforts to recruit and retain top talent that reflects,
values and meets the needs of our increasingly diverse customers. CarolinaThatcher assumed the role following a similar stint
with the Ohio Department of Job and Family Services.

Improving customer service
®  In October 2017 we expanded our Customer Contact Center by adding a call center and 11 jobs to our Portsmouth
Service Office. We expect this action will improve service for employers and injured workers across the state.
The new call center complements our main call center in Pickerington. That center fields approximately 400,000
inquiries a year. The goal is to reduce customer wait times and the potential for total service interruptions. In
September 2017 a power outage in Pickerington left hundreds of customers unable to reach us for nearly two days.

® In May we launched a redesigned website to provide our customers with easier navigation and more relevant
content. The old site dated to 2000. Visitors to BWC's new homepage will find the most-requested information right
up front. In addition, they will discover easy pathways based on our main users, including workers, employers and
providers.


https://info.bwc.ohio.gov/wps/portal/bwc/site/home/!ut/p/z1/hY7BDoIwEES_hQPX7kaporcmRsQQidFE7MWAgVKDLSkVf99GvSk6t915MxngkAFXeS9FbqVWeePuI5-c0lkSreIAN-EonCJb0niXRNt0EVA4_AO4s3FADF2eP5GBBroP3sCPjjVw0ejiNZepYhwK4KasSlMacjPuXVvbdnMffZSq0qS4n4mupSZC9z5-S9W6s5B9wNBeM7zQpk-Y5z0ApZ0feg!!/dz/d5/L2dBISEvZ0FBIS9nQSEh/

State-fund claims filed
Lost time

Medical only
Occupational disease
Death

Disallowed or dismissed

Total

Net allowed injuries

FY 2018 FY 2017 FY 2016
10,662 10,745 10,932
73,967 75,030 76,648

280 360 407
227 155 183
12,049 11,641 10,912
97,185 97,931 99,082
85,136 86,290 88,170

NOTE: Every claim is evaluated at 60 days after filing for purposes of claim type, State fund versus self-insured, combine
status and allowance status. Values exclude combined and Self-Insured claims.

Open claims (per statute)
Lost time
Medical only

Total

Benefits paid
Medical benefits paid

Compensation paid
Wage loss
Temporary total
Temporary partial
Permanent partial
% Permanent partial
Lump sum settlement
Lump sum advancement
Permanent total & DWRF
Death
Rehabilitation
Other

Total compensation paid

Total benefits paid

Managed care organiztion fees paid

Fraud statistics

Fraud dollars identified

$3$ saved to $3$$ spent ratio
Prosecution referrals

223,318 242,778 263,618
448,870 461,978 488,694
672,188 704,756 752,312
526,379,567 $ 550,569,114 580,294,319
7525535  $ 8,371,994 9,810,677
197,894,421 204,141,166 219,298,295
3,511 4,361 7,226
23,021,440 19,632,350 19,708,785
57,430,490 55,294,805 65,019,190
145,946,543 134,602,047 159,289,682
17,456,267 19,902,247 21,852,376
376,041,549 381,508,395 402,054,481
81,210,663 83,177,378 85,045,428
26,417,263 30,083,940 33,080,852
4,054,993 4,046,402 5,535,475

937,002,675 $ 940,765,085 1,021,602,467

1,463,382,242

$ 1,491,334,199

1,601,896,786

170,755,316

60,098,139
481to1
166

$ 170,797,091

$ 41,764,061
3.48to 1
163

169,229,310

56,571,121
461to1
198

NOTE: Due to improvements in BWC data capture and reporting systems, prior year data may not agree with amounts

previously reported.



Active employers by type
Private

Public (local)

Public (state)

Self-insured

Black Lung

Marine Fund

Total

BWC personnel

BWC combined funds financial data
(000s omitted)

Operating revenues

Premium and assessment Income, net of

provision for uncollectibles and
ceded premiums
DWREF Il unbilled assessment

Other income
Total operating revenues

Operating expenses
Workers' compensation benefits and
compensation adjustment expenses

Other expenses

Total operating expenses
Non-operating revenues
Net investment earnings
Increase (decrease) in fair value

Net investment income
Net dividends, rebates and credits
DWREF I alternative funding expense
Total assets

Total liabilities

Total net position

FY 2018 FY 2017 FY 2016
236,591 237,249 239,331
3,784 3,796 3,796

115 121 121

1,173 1,166 1,178

28 28 31

121 114 138
241,812 242,474 244,595
1,760 1,785 1,842
Unaudited Audited Audited
FY 2018 FY 2017 FY 2016
1,162,940 $ 1,541,988 1,439,143
- - (1,499,600)

9,407 10,016 12,442
1,172,347 $ 1,552,004 (48,015)
804,021 $ 1,199,363 1,211,609
153,472 143,572 119,419
957,493 $ 1,342,935 1,331,028
667,899 $ 672,003 633,497
668,680 1,205,642 731,967
1,336,579 $ 1,877,645 1,365,464
1,298,778 $ 1,097,412 (6,674)
(20,128) $ (16,348) 507,891
28,882,130 $ 28,918,232 27,439,254
18,944,355 $ 19,240,643 18,742,292
9,926,864 $ 9,758,071 8,753,885

NOTE: Due to improvements in BWC data capture and reporting systems, prior year data may not agree with amounts

previously reported.
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U.S. economy

The U.S. economy gained increasing momentum in fiscal year 2018 (FY18). The economy sustained its ninth consecutive year
of economic growth following the financial shocks and recessionary period of FY09. The current U.S. economic expansion
beginning in July 2009 (111 months through September 2018) is now the second-longest between recessions in U.S. history.
It covers 33 business cycles to date going back to 1854. Only the U.S. economic expansions from March 1991 to March 2001
(120 months) has been longer to date. This current economic expansion has surpassed the 106-month expansionary period
from February 1961 to December 1969.

Real gross domestic product (GDP) averaged 2.9-percent growth quarteroverquarter for the four quarters of FY18. This was a
significant increase over its 2.2-percent average quarter-overquarter growth for FY17 and its tepid 1.3-percent average quarter
to-quarter growth for FY16. The FY18 first quarter (calendar year 3Q2017) and last quarter (calendar year 2Q18) exhibited
stronger real GDP growth of 2.8 percent and 4.2 percent, respectively. Whereas the two middle quarters of FY18 covering the
autumn and winter periods of 4Q17 and 1Q18 had slower but still respectable real GDP growth of 2.3 percent and 2.2 percent,
respectively. The significant corporate tax rate cuts and reduction in personal income tax rates approved by the U.S. Congress
in December 2017, combined with an improved regulatory environment for U.S business, have stimulated domestic economic
growth during calendar year 2018 to date.

The national unemployment rate continued its decline in FY18 from 4.3 percent in June 2017 to 4 percent in June 2018 after
reaching 3.9 percent in April 2018 and 3.8 percent in May 2018. This represents an impressive decline over the past five years
from 75 percent in June 2013 and 5.3 percent in June 2015. It's now near historical lows. There is an assertion that the U.S. is
nearing full employment as there will always be a certain amount of frictional unemployment. The Federal Reserve and others
emphasize the growing mismatch in the labor market between a shortage of labor for skilled jobs and many of the unemployed
and part-time workers lacking the requisite skills to fill these growing and more demanding jobs. This predicament has led to a
continued widening in the gap in compensation paid to skilled, highly educated knowledge workers compared to less skilled,
less educated workers. The U.S. civilian worker employment cost index accelerated during FY18. It reached a 12-month in-
crease of 2.8 percent compared to 2.4 percent for FY17 2.3 percent for FY16 and an annual 2 percent or lesser increase over
the prior fiscal year periods 2012-2015. Overall, there is now roughly one open job for every person identified as unemployed,
the lowest ratio of available workers per open position in nearly two decades.

After finally raising the benchmark federal funds rate by 0.25 percent in December 2015 for the first time since before the
Great Financial Crisis of 2008-2009, the Federal Reserve raised the federal funds rate on three occasions during FY17 by 0.25
percent each. It continued on this path in FY18 by raising its rate by the same 0.25 percent three additional times. The latest
rate increase in FY18 occurred in June 2018 to a range of 1.75 percent to 2 percent. This represented a total increase of 1.75
percent since December 2015. This reversal of its very accommodative monetary policy necessary to navigate through the
Great Financial Crisis of 2008-2009 and its aftermath is the result of the Fed moving toward a more normalization of interest
rate levels. It is the position of the Fed that these interest rate increases are now necessary and will not harm U.S. economic
growth. This position has turned out to be correct to date. These interest rate increases the Fed made are in sharp contrast
to the still very accommodative monetary policies maintained by the two most important other central banks in the world,
the European Central Bank (ECB) and the Bank of Japan. These banks want to stimulate economic growth in their regions
and prevent sliding back into recession. These accommodative policies, especially that of the ECB, have been successful in
stimulating economic growth in the Eurozone and in Japan over the past several years.
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The consumer price index (CPI) for all items accelerated in FY18 with its annualized year-overyear increase being 2.8 percent.
It was 2.3 percent for all items, excluding food and energy. The CPI yearoveryear FY18 increase was 1.4 percent for food and
a high 12 percent for energy. The 2.3-percent CPI increase, excluding food and energy in FY18 represented an increase of
0.6 percent from its 1.7-percent increase for FY17 The core personal consumption expenditures price index (CPE) is a favored
measurement of inflation of the Federal Reserve Bank for the U.S. economy. It captures price movements across a wide range
of consumer expenses, excluding food and energy and reflects changes in consumer behavior. The PCE price index showed
a yearoveryear increase of 2 percent for July 2018. The Federal Reserve has stated it wants the U.S inflationary rate to rise
to a targeted 2 percent and can even accept a slightly higher rate. It appears the Fed has finally reached this objective after
falling short for many preceding years.

U.S. financial markets

In a continuation of FY17 the U.S. equity markets exhibited very strong performance in FY18. Except for a sharp pullback of
just more than 10 percent in broad U.S. equity indexes in late January into early February 2018, the U.S. equity markets were
in a consistent upward trajectory during FY18. The major U.S. equity markets achieved more record highs toward the end of
FY18. Investors and businesses perceived the Fed interest rate hikes in FY18 as representing Fed confidence in a strong U.S.
economy. This allowed the economy to easily absorb such hikes. The U.S. equity markets reacted positively to the reduction in
corporate taxes and personal income taxes approved by Congress in December 2017, as well as significant deregulation. They
also overcame the concerns of enacting or threatening to impose tariffs on many important imported goods and the negative
impact tariffs might have on future economic growth and inflation. In addition, the economies of important European countries
continued to exhibit respectable economic growth with Eurozone real GDP increasing to 2.5 percent for calendar year 2017, its
fastest growth rate since 2007. The Chinese economy maintained its economic growth near 7-percent GDP throughout FY18
in a continuation of its similar growth rate for FY17 The U.S. dollar exchange rate experienced rather wide fluctuations against
important foreign currencies during FY18. However, the U.S. dollar exchange rate ended FY18 little changed from the end
of FY17 when compared to the market value weighted basket of currencies comprising the BWC non-U.S. equity portfolios.

Also, in a continuation of the trend for FY17 bond yields of U.S. government and corporate issues continued to increase during
FY18. Whereas equity investors viewed tax cuts and deregulation favorably, bond investors viewed these as a negative, which
could result in higher economic growth and inflation. The three Federal Reserve interest rate increases occurring in FY18
totaling 0.75 percent also added to the concern of bond investors. Intermediate-term bond yields rose between 0.70 percent
to 0.95 percent (70-95 basis points) for the several intermediate-term bond benchmark indexes of the BWC portfolio during
FY18. Whereas long-term bond yields rose between a lesser 0.20 percent to 0.45 percent (20-45 basis points) during FY18
for the several long-term bond benchmark indexes of the BWC portfolio. This dichotomous movement resulted in the term
yield curve flattening with shorter maturity bond yields rising more than longer maturity bond yields over the course of FY18.

In summary, FY18 exhibited strong and consistent U.S. equity market momentum throughout the period except for one sharp
10-percent correction in early 2018. The broad Russell 3000 index increased 14.8 percent for FY18, the large-cap S&P index
gained 14.4 percent and the small-cap Russell 2000 index rose 17.6 percent. The broad non-U.S. MSCI ACWI ex-U.S. index
was up a relatively more modest 7.3 percent for FY18 with foreign currency exchange having a negligible impact on its return.
This lesser performance compared to the U.S. equity markets is attributable to weaker economic growth of developed foreign
countries compared to the U.S. during this period combined with escalating trade tensions between the U.S. and its global
trading partners, with special negative impact on emerging market economies. The intermediate-term bond indexes serving
as benchmarks for BWC fixed income portfolios returned a positive 2.1 percent for U.S. TIPS in FY18, helped by the rising
CPI index. The other BWC intermediate-bond indexes returned between a negative 0.1 percent and a negative 0.6 percent
in FY18. The important long credit bond index representing approximately one-half of BWC fixed income assets returned a
negative 1.3 percent in FY18.
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Portfolio returns

The BWC investment portfolio in FY18 provided a total return (net of management fees) of 5.1 percent and net investment
income of $1,337 million. The annualized net return of the BWC investment portfolio for the three-year and five-year fiscal
periods ending June 30, 2018, were 6.1 percent and 6.7 percent, respectively. It returned 7.0 percent for the 10-year fiscal
period ending June 30, 2018. Each of these period returns exceeded the 4.0-percent discount rate applied to future liabilities.

The BWC fixed income portfolio returned a negative 0.1 percent in FY18 from a combination of bond interest income earned
of 3.6 percent and market value depreciation of 3.7 percent. This resulted from the moderate increase in U.S. interest rate
levels for the portfolio over the course of FY18. The BWC equity portfolio returned a strong 12.8-percent net return in FY18.
It was comprised of a 15.4-percent net return for its U.S. equity portfolio and a 73-percent net return for its non-U.S. equity
portfolio. The BWC real estate portfolio comprised of 21 pooled real estate commingled funds at the end of FY18 provided a
net return after management fees of 8.3 percent in FY18. The BWC real estate strategy has an emphasis on core real estate
assets with only moderate leverage used. The real estate asset class has provided strong but recent moderating net returns
of 76 percent in FY17 10.2 percent in FY16, 14.5 percent in FY15 and 11.4 percent in FY14.

Asset allocation policy revisions

BWC investment consultant RVK conducted and completed an asset allocation study for the State Insurance Fund (SIF) in
FY18. After several months of review and discussion, the Investment Committee and the BWC Board of Directors approved
at their respective May 2018 meetings asset allocation revisions impacting the SIF fixed income and real estate portfolios. The
RVK and investment staff recommendations for SIF portfolio allocation changes approved by the Board significantly impact
the SIF fixed income portfolio. The objective is to reduce its duration to an estimated 10 years from more than 11.5 years. This
more closely matches the current estimated 10-year duration of SIF liability payments. These approved policy changes will
result in reducing interest rate sensitivity risk of the SIF fixed income portfolio and lower its market value volatility.

These approved SIF investment policy changes resulted in an increase in the real estate allocation for the SIF portfolio to a
targeted 15 percent of total invested assets from the prior 12-percent target. These changes also resulted in a matching reduc-
tion in total fixed income asset allocation to a targeted 55 percent (including 1-percent cash target) from the prior 58 percent
of total invested assets.

With respect to the objective of reducing the SIF fixed income portfolio duration and interest rate sensitivity risk, the invest-
ment policy changes approved reduced the target portfolio allocation of SIF long duration fixed income assets to 22 percent
from 32 percent. This was achieved by:

m  Eliminating the 4-percent target asset allocation to passive managed long duration U.S. government bonds.

®  Reducing the active managed long duration credit fixed income target asset allocation from 28 percent to 22 percent.

A new passive managed intermediate duration U.S. Treasury bond mandate with a 4-percent target asset allocation replaces
the eliminated 4-percent target long duration U.S. government bond allocation.
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The remaining 6-percent target asset allocation policy reduction of the long duration credit fixed income mandate was re-
placed by:
® Increasing the target asset allocation of the active managed intermediate duration U.S. Aggregate core plus fixed
income mandate to 18 percent from 15 percent.
B Rising the core real estate fund target allocation to 9 percent from 7 percent.
B Increasing the core plus real estate fund target allocation to 4 percent from 3 percent.
B Leaving the value-added real estate fund target allocation at 2 percent.

The investment staff implemented and completed the execution of the fixed income allocation policy changes for the SIF port-
folio by the end of September 2018. The investment staff contracted a transition manager to conduct the necessary trading
of most of the SIF fixed income assets necessary to complete these major fixed income portfolio asset shifts in satisfaction
of the current investment policy.

The SIF approved investment policy change increased the Core Plus Real estate fund target portfolio allocation from 3 percent
to 4 percent. In response, the investment staff recommended and received Board approval in June 2018 to invest an additional
$125 million of capital in four of its current active core plus real estate funds. It was not necessary to increase capital commit-
ments toward any existing SIF core real estate funds as BWC already achieved the approved new 9-percent asset allocation
target for this asset class.

Portfolio compliance

The investment portfolios were in compliance with the BWC Investment Policy at the end of each month of FY18 except for
four matters involving external managers.

At the end of December 2017, one of the SIF active managed Mid Cap Core U.S. equity portfolios had a cash balance of $10.9
million. This represented 5.57 percent of its portfolio market value of $195 million or approximately $1.1 million above the 5
percent imposed limit for cash balances. The cash balance of this portfolio subsequently fell below the 5-percent limit on Jan.
9, 2018.

One of the SIF active managed U.S. Aggregate Core Plus fixed income portfolios inadvertently purchased a prohibited invest-
ment, per the BWC imposed guidelines for the account due to an internal coding deficiency. The issue in question was a
private placement collateralized commercial mortgage-backed principal-only security. The internal coding error failed to rec-
ognize this security as a prohibited investment, per the BWC-imposed portfolio guidelines for this account. Interest-only and
principal-only securities associated with collateralized securities are prohibited investments, per the BWC-investment policy
statement. This prohibited issue was mistakenly purchased on May 25, 2018, at a cost of approximately $2 million. This pro-
hibited investment was sold on June 5, 2018, at a small capital gain promptly after the error was discovered.

There were two separate one-day end-of-month waivers granted by the chief investment officer at the end of both April and
May 2018. These waivers allowed a SIF active long credit manager to temporarily have a portfolio exposure to a single corpo-
rate credit slightly above (by +0.06 percent and +0.19 percent) its prescribed investment guideline limit at these respective
month-end dates. These new issue securities purchased were added to the benchmark index the first day of the following
month. Once these respective new issues were added to the benchmark index, this portfolio returned to in compliance.
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Valuation and performance

As reflected in Columns A and B of the table provided at the end of this Annual Report, total investment assets at fair value
held by BWC were $26,951 million on June 30, 2018. This represented an increase of $156 million when compared to $26,795
million on June 30, 2017, SIF invested assets were $24,811 million at fair value on June 30, 2018.This represented 92.1 percent
of total BWC invested assets at FY18 yearend. As stated earlier, the total rate of return on invested assets of BWC for FY18
ended June 30, 2018, was 5.1-percent net of management fees. The total rate of return on SIF invested assets for FY18 was
5.2-percent net of management fees.

BWC net investment income was $1,337 million for FY18, comprised of $519 million of interest income. $98 million of stock
dividend income, $113 million of real estate dividend income, $3 million of miscellaneous investment income (from corporate
and legal actions), $669 million net appreciation in fair value of investments, offset by $65.2 million of investment expenses,
including $63.8 million in investment manager fees.

Investment manager fees

The investment manager fees for FY18 totaling $63.8 million represented an annual fee of between 24-25 basis points (24/100
of 1 percent) of total average month-end market value of fixed income, equity and real estate assets (all invested assets ex-
cluding cash and cash equivalents).

The investment expenses of $65.2 million for FY18, including $63.8 million in investment management fees, compares to
$61.1 million of total investment expenses for FY17. This includes $59.8 million in investment management fees (between
23-24 basis points of average month-end investment assets excluding cash).

The increase in investment management fees of $4 million in FY18 totaling $63.8 million from $59.8 million is entirely attribut-
able to the SIF real estate funds. SIF real estate management fees increased year-overyear by $4.6 million to $31.7 million for
FY18 from $27.1 million for FY17. This yearoveryear increase in real estate fund management fees is a result of a combination
of the growth in assets resulting from additional capital commitment drawdowns and net asset value appreciation from exist-
ing funds in FY18. Net asset value appreciation for several high performing funds resulted in additional incentive fees either
paid or accrued in FY18. The fair value of SIF real estate assets has increased from $2,253 million on June 30, 2016, to $2,806
million on June 30, 2017, to $3,267 million on June 30, 2018.

A reduction in active U.S. equity management fees partially offset the $4.6 million year-overyear increase in real estate fund
management fees for FY18. This reduction of active U.S. equity management fees was the result of the transfer of U.S. equity
assets of the SIF Minority-Owned and/or Women-Owned Business Enterprise (MWBE) investment program. The transfer of
these assets represented a targeted 1 percent of SIF assets from active management to passive management approved by
the Board in June 2017 This resulted in the actual transfer of U.S. equity assets of approximately $250 million from 15 sepa-
rately managed accounts at the end of November 2017 to the approved passive manager of the assets. The remaining $37
million of SIF assets from these active MVWBE manager accounts was transferred to the SIF operating cash account on the
same date. This decision to move from active to passive management resulted in a reduction of MWBE program management
fees of more than $1.1 million in FY18 compared to FY17 ($1.85 million for FY17 versus $730,000 for FY18).

Excluding the MWBE U.S. equity management program, remaining active U.S. equity management fees increased in FY18 by
approximately $650,000 to $13.15 million from $12.5 million in FY17 due to continued market value appreciation. Total passive
manager fees for BWC fixed income and equity assets remained constant yearoveryear at $2.15 million for both FY18 and
FY17.



Active manager performance

The six-active long credit bond managers in the aggregate provided a combined return for FY18 on SIF assets of negative 1
percent before management fees and negative 1.17 percent after management fees. This exceeded the Long Credit bench-
mark index return of negative 1.30 percent by 0.30-percent gross of fees and 0.13-percent net of fees. BWC estimates this
slight excess net return of 0.13 percent above the benchmark in the aggregate provided incremental net investment income
for SIF of $9 million in FY18. This estimated incremental net investment income is based on an average-month-end balance of
$7.0 billion in asset market value for long credit bonds in FY18. These six active long credit managers have collectively outper-
formed the benchmark index by an annualized 0.49-percent net of fees from their inception date of June 1, 2012.

The four SIF active core plus intermediate duration bond managers provided a combined total return of 0.71-percent gross
of fees and 0.57-percent net of fees in FY18. This exceeded the U.S. Aggregate benchmark return of negative 0.40 percent
by 1.11-percent gross of fees and 0.97-percent net of fees. Based on an average month-end balance of asset market value of
$3.26 billion under management for this asset class, BWC estimates the excess net returns of 0.97 percent above the bench-
mark in the aggregate provided incremental net investment income for SIF of $31 million in FY18.

The 13 SIF active mid-cap and small-cap U.S. equity managers provided a combined total return for FY18 of 16.22-percent
gross of fees and 15.58-percent net of fees. This exceeded the Russell composite small/mid cap custom blended index return
of 13.93 percent by 2.29-percent gross of fees and 1.65-percent net of fees. The nine active mid-cap U.S. equity managers
provided a combined total return of 14.87-percent gross of fees and 14.32-percent net of fees. This exceeded the Russell
mid-cap U.S. equity benchmark index of 12.33 percent by 2.54-percent gross of fees and 1.99-percent net of fees. The four
active small-cap U.S. equity managers provided a combined total return of 21.38-percent gross of fees and 20.39-percent net
of fees. This exceeded the Russell 2000 small-cap equity benchmark return of 1757 percent by 3.81-percent gross of fees
and 2.82-percent net of fees. Based on an average month-end market value of assets under management of $2.38 billion for
these 13 SIF equity managers for FY18, BWC estimates the aggregate net excess performance of these managers to the
BWC custom blended benchmark represented an incremental increase of SIF net investment income of $39 million for FY18.

Asset allocation mix

The asset allocation mix of the BWC investment portfolio based on represented fair value on June 30, 2018, was 47.6-percent
bonds, 35.1-percent equities, 13.2-percent real estate and 4.1-percent cash and equivalents. This asset mix compares to
55.1-bonds, 32.8-percent equities, 10.5-percent real estate and 1.6-percent cash and equivalents on June 30, 2017.

Approximately $900 million of cash was provided to the SIF operating account in late May 2018 with the elimination of the SIF
passive long duration U.S. government bond mandate as this account was terminated with the approved investment policy
change of May. These redemption proceeds stayed in the U.S. government money market fund at June 30, 2018. The invest-
ment staff positioned the proceeds to fund the first phase of the Billion and Half premium rebate program. This redemption
action had the impact of reducing the June 30, 2018, BWC bond allocation by 3.7 percent with the cash and equivalents al-
location increasing by the same 3.7 percent.
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Asset class transfer activity

Columns D, E and F of the table provided at the end of this Annual Report summarizes the asset class transfer activity oc-
curring over FY18. These activities are important to highlight because they had a material impact on the respective fair value
levels of the bond, equity and real estate portfolios over the course of FY18. The significant asset transfer activity shown in
Column E largely reflects redemption activity of bonds and U.S. equities to fund the entire Third Billion Back premium rebate
program that occurred between July—October 2017 as well as the first stage of the next Billion and Half premium rebate pro-
gram approved by the Board in April 2018.

BWC redeemed $650 million of long duration bonds ($600 million long credit bonds and $50 million long U.S. government
bonds) and $370 million of U.S. equities ($200 million mid-cap and $170 million large-cap) to fund all of the Third Billion Back
program. In response to the Board approved elimination of the 4-percent target asset allocation to passive managed long du-
ration U.S. government bonds for the SIF portfolio occurring in May 2018, BWC redeemed all assets in this managed account
in late May, which totaled $905 million. BWC transferred these sale proceeds to the SIF cash operating account to fund the
first stage of the Billion and Half premium rebate program commencing in July 2018.

BWC made the $46 million of bond redemptions shown in column D of the table to fund real estate capital calls. The remain-
ing $200 million of real estate asset inflows shown in column D were from the SIF cash operating account. Whereas the
$31 million for real estate assets shown in column E of the table represented real estate fund distributions from value-added
funds transferred into the SIF cash operating account. BWC applied an additional redemption of $132 million of large cap U.S.
equities toward funding additional SIF operating needs.

There were also U.S. equity redemptions totaling $30.5 million from the Disabled Workers' Relief Fund (DWRF) and $1.9 mil-
lion from the Coal Workers’ Pneumoconiosis Fund (CWPF) made in FY18 to fund their operating cash requirements.

Bond portfolio values and return

The total fair value of the BWC bond portfolio was $13,229 million on June 30, 2018. This compared to $14,763 million on June
30, 2017 The bond portfolio had net outflows totaling $1,605 million during FY18 (see Column F of table). This resulted largely
from $650 million of long duration credit and long duration U.S. government bond redemptions to fund the 2017 Third Billion
Back premium rebate program. In addition, it was the result of a full redemption of all long duration U.S. government bonds
totaling $905 million to fund the first stage of the 2018 Billion and Half premium rebate program. Adjusted for these net bond
sale outflows, the fair value change of the BWC bond portfolio increased $71 million. The total net return for the BWC portfolio
was negative 0.1 percent for FY18.

The BWC bond portfolio net return of negative 0.1 percent in FY18 consisted of bond interest income yielding an average of
3.6 percent and market value decline of 3.7 percent. The bond portfolio in FY18 earned $513 million in interest income and
had net realized/unrealized losses of $500 million and $16 million of management fees. The net realized/unrealized losses of
$500 million resulted from interest rate levels rising across the bond yield curve during FY18 by between 75-100 basis points
for short and intermediate duration bonds and between 25-50 basis points for long duration bonds. The U.S. TIPS portfolio
representing 20 percent of total market value of the BWC portfolio as of June 30, 2018, was the best performing bond asset
class sector for BWC in FY18 and returned 2.12-percent net of fees. The SIF long duration asset portfolio, which represented
51 percent of total market value of the BWC portfolio on June 30, 2018, returned a negative 1.17-percent net of fees in FY18.
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Bond portfolio quality and duration

The BWC bond portfolio had an average quality of between “AA" and "A" at the end of June 30, 2018. Of those, 28 percent
of the fair value of bonds held on June 30, 2018, were U.S. government issues of "AAA” quality (by credit rating agencies
Moody’s and Fitch) and “"AA” rated by Standard & Poor’s notable downgrade in August 2011. A total of 27.7 percent of fair value
of bonds owned on June 30, 2018, were U.S. Treasury issues, including 20.3 percent represented by U.S. TIPS. Issues held
on June 30, 2018, rated below investment grade represented 3.9 percent ($512 million) of total fair value of bonds owned.
These below investment grade bonds were owned mostly in the active core plus fixed income managed accounts with a
modest amount owned in active long duration managed accounts. BWC permits these specified accounts to own such below
investment grade bonds within BWC's imposed percentage ownership limits. The weighted average effective duration of the
bond portfolio on June 30, 2018, was 9.6 years. This is based on the individual asset class duration calculations of the BWC
investment accounting vendor as represented in the FY18 audited financial statements. This effective duration of the bond
portfolio matches well with the projected future liability payments of the SIF portfolio, which is approximately 10 years as
provided by the BWC Actuarial Division.

Equity portfolio values and return

The total fair value of the BWC equities portfolio was $9,382 million on June 30, 2018. This was an increase of $588 million
compared to $8,794 million on June 30, 2017 There were net outflows of $539 million (see table Column F) from the BWC
equities portfolio in FY18. These net outflows were all from its U.S. equities portfolio. There were $370 million of U.S. equities
redemptions made to fund the 2017 Third Billion Back premium rebate program. The remaining $169 million of U.S. equities
redemptions funded BWC operations. Accounting for these significant outflows, the adjusted fair value increase in the BWC
total equities portfolio was $1,127 million in FY18. The total net return of the BWC equities portfolio was 12.8 percent for FY18.

The total fair value of the BWC U.S. equities portfolio was $6,504 million on June 30, 2018. This was an increase of $392 mil-
lion compared to the fair value of $6,112 million on June 30, 2017 Accounting for the net outflows of $539 million during FY18,
the adjusted fair value increase of the U.S. equites portfolio was $931 million during FY18. This represented a net return of
15.4 percent. The U.S. equites portfolio represented 69.3 percent of the fair value of the BWC total public equities portfolio
on June 30, 2018.

The total fair value of the BWC non-U.S. equities portfolio was $2,878 million on June 30, 2018. This was an increase of $196
million in fair value compared to $2,682 million on June 30, 2017 There were no inflows or outflows of funds during FY18 in-
volving the passively managed non-U.S. equity commingled fund used by each of SIF, DWRF Il and CWPF for all assets owned
by BWC in this asset class. The BWC non-U.S. equities portfolio had a total net return of 7.3 percent. Unlike the past several
fiscal years, the U.S. dollar had no change in exchange rate value compared to the composite basket of foreign currency stocks
for the BWC owned commingled fund portfolio at yearend FY18 versus yearend FY17 The BWC commingled fund portfolio
owned stocks was denominated in 40 separate foreign currencies as of June 30, 2018. The most prominent currencies repre-
sented in the BWC non-U.S. equities portfolio are the Euro, Japanese Yen and British Pound. These currencies represented a
combined 50.4 percent of this portfolio’s fair value as represented in the FY18 audited financial statements. The Euro was the
largest foreign currency representation at 23.9 percent of portfolio fair value.
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Real estate portfolio values and return

The total fair value of the BWC real estate portfolio was $3,267 million on June 30, 2018. This was an increase of $461 million
in fair value compared to $2,806 million on June 30, 2017 There were additional capital investments totaling $246 million made
toward real estate funds in FY18. BWC made new capital investments totaling $181 million toward three core plus real estate
funds. BWC made the remaining $65 million of capital investments toward seven value-added real estate funds.

BWC also received $31 million in cash distributions from eight closed-end value-added real estate funds in FY18 that are not
subject to reinvestment within these funds. Cash distributions received are starting to accelerate from early property invest-
ments made by BWC value-added funds. The $31 million in cash distributions received in FY18 from value-added funds was
double the $15 million of cash distributions received in FY17 As a result, total net cash inflows invested toward real estate
funds during FY18 amounted to $215 million (see table Column F). Due to this investment activity, the adjusted fair value
increase for real estate assets in FY18 was $246 million as reflected in Column G of the table.

The real estate portfolio provided a solid total return net of fees of 8.3 percent in FY18. This was a higher net return compared
to 7.6 percent for FY17 Real estate fund returns over the past two years remain good but have moderated as expected from
their unsustainable high returns achieved by BWC of 10.2 percent for FY16, 14.5 percent for FY15 and 11.4 percent for FY14.
The $246 million of adjusted fair value increase of real estate assets for FY18 was comprised of $113 million of dividend in-
come and $165 million of net realized/unrealized capital gains. Management fees expenses reduced this figure by $32 million.

The total fair value of the BWC real estate portfolio on June 30, 2018, of $3,267 million representing 12.1 percent of total BWC
invested assets and 13.2 percent of total SIF invested assets. The real estate portfolio was represented on June 30, 2018,
by seven core funds with total fair value of $2,262 million, six core plus funds at $726 million fair value and nine value-added
real estate funds at $279 million fair value. On June 30, 2018, core real estate funds comprised 8.4 percent of total fair value
of BWC assets with core plus and value-added real estate funds comprising 2.7 percent and 1 percent, respectively, of total
fair value of BWC assets.

Cash and cash equivalents

Total BWC cash and cash equivalents had a fair value of $1,073 million on June 30, 2018, (4.0 percent of total assets at fair
value). This compared to $432 million on June 30, 2017, (1.6 percent of total assets at fair value). This large cash balance held at
the end of FY18 was largely attributable to $905 million of asset value liquidated from the SIF passive managed long duration
government bond account eliminated with the investment policy revisions approved by the Board in May 2018 as discussed
in this report. BWC positioned this large cash amount to fund the first phase of the Billion and Half premium rebate program
that occurred in July 2018.

BWC used an institutional U.S. government money market fund offered by its custodian bank (JP Morgan Chase Bank) during
all FY18 to earn interest income on its short-term invested assets. This included all overnight cash held by its outside invest-
ment managers in all managed separate accounts. In a continuation of FY17 when the Federal Reserve Bank raised its target
federal funds rate by three times at 0.25 percent each, the Federal Reserve Bank raised this target rate three additional times
by 0.25 percent each in FY18 to a range of 1.75 percent to 2 percent in June 2018. These actions resulted in the seven-day
yield on the JP Morgan government money market fund to steadily increase during FY18 from 0.85 percent on June 30, 2017,
to 1.79 percent on June 30, 2018. BWC earned $6.2 million in interest income from cash and cash equivalents (via JP Morgan
government money market fund) in FY18. This represented an average month-end net return on daily cash balances of 1.21
percent.
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Portfolio interest rate sensitivity

BWC investment consultant RVK prepared an updated SIF fixed income portfolio sensitivity analysis based on the market
value and composition of the SIF bond portfolio as of Sept. 30, 2018. This annual sensitivity analysis examined estimated
changes in the aggregate market values of the SIF fixed income portfolio for given hypothetical increases in interest rate
levels.

The annual RVK sensitivity analysis report examined the Sept. 30, 2018, SIF fixed income portfolio of assets since the com-
position of that portfolio has materially changed in asset class mix and related duration since the end of FY18 ended June 30,
2018. This is because of the significant SIF investment policy changes approved by the BWC Board of Directors in May 2018
and subsequently implemented by the investment staff for completion by the end of September 2018.

The SIF bond portfolio with a market value of $12.44 billion on Sept. 30, 2018, had an estimated effective duration of 8.7 years
on that date and an estimated duration of SIF total liability payments of approximately 10 years. This relatively close matching
of the duration of SIF fixed income assets with its duration of liability payments is intentional and consistent with the stated
investment policy. Because of the longerterm nature of many of its liability payments and its supporting long duration bond
portfolio, the SIF bond portfolio market value is sensitive to movements in interest rate levels in both directions.

Below are some observations made from the RVK fixed income sensitivity analysis on the Sept. 30, 2018, SIF fixed income
portfolio. These observations are based on defined interest rate movements over a one-year (12 month) time frame across the
entire yield curve from 0 year to 30+ year maturities.

If interest rate levels remain unchanged, the total SIF fixed income portfolio could earn a return of +3.5 percent, resulting in
an increase in market value of +$439 million.

If interest rate levels increase by +0.50 percent, the total SIF fixed income portfolio could decline in value by -0.6 percent,
resulting in a decrease in market value of -$78 million.

If interest rate levels increase by +1 percent, the total SIF fixed income portfolio could decline in value by -4.4 percent, result-
ing in a decrease in market value of -$550 million.

If interest rate levels increase by +2 percent, the total SIF fixed income portfolio could decline in value by -10.9 percent, result-
ing in a decrease in market value of -$1,357 million.

Summary table

As referenced throughout this Annual Report, the table that follows provides a summary of asset class valuations, asset class
sales to fund operations, transfers of funds involving transition activity and performance returns of asset classes of the total
portfolio for FY18.

Prepared by: Bruce Dunn, CFA
BWC Chief Investment Officer
Nov. 7, 2018

22



uol||iW | $ }S8IBBU 0} POPUNOI SIUNOWY

so|geAlodal/sa|qeAed apell 18U SepNjoUl YSBY) pue 80Ul JUSWISSAUI PONIODE 8PN[OUI UMOYS SBN|BA IR} SSB|D) 18SSY

s1usjeAinb3 yse) 1y yse) 1deoxs sebueyo sse|D) 19SSy onjen liel ||e siussaiday,

A snumu 3 = 5
gasud =4
g snunu y =)
SUONIUGE[] UWnjo)
%LG + A 951 % 56492 % L5697 8
951 0 0 0
WL+ (gaz’L) 676 | 6TL'T (o0Z) LrG dxd £L0°L
%E'g  + vz 51T (1€ 9vT L9¥ 908°T 197°¢
% T + L)) (6es) (6€5) 935 7643 236
%EL + 961 961 7897 g187T
%P Gl + LER (BE£S) (6£5) Z6E ZLL's 7059
%L0 - bLS (509°1) & (655°1) & (97) & (ves'L) & £9L'TL § 6IZELS
wnay abueyp (mong) sbuipuny SUCIHSUE]] abueyp LLOZI0E/D 810Z/0E/T
18N anjes Ne AU suoelsd oljojHod anjes, anjes, Je4 anjes, e4
|enuuy paisnipy 18N B0 10} 1ap Lol 18N led [eniay
210Z Ad
(9) (1) E)] (a) (D) (a) (v)

8L0Z ‘0€ aunp Buipug Jes; easiy

Arewwing asuewiopad/anjep lieq sse|) }9ssy
uonesuadwon ,sidMOAA JO neaung o1yo

51985y palsanl] [E10]

abueyn 1eN

sjuajeanbd yseo g ysen
81e)s] [ESY

salnb3g Mgngd |elo]
samnb3 ‘g n-uoN
sanb3 'sn
spuog

S80)) 1955y

(suoipuws)

23



2018 Report
Outcomes and Savings of the Health
Partnership Program

24



Outcomes and Savings of the Health
Partnership Program

Table of Contents

The Health Partnership Program ... ... oo e et e e s e e e s smnn e e e s e ennneeesnnes 26
HOW HPP WOTKS. ...ttt a e s aan e e s san e s e ar e e s sane e e sane e e snn e e snn e e sanneenans 26
BWC Medical SErvices ODJECTIVES ...uuiiiiiiiiiiiiiiiiiie sttt et e s st e s e s see e e e s s s seee e e s assteeessasnaneenan 26
L o o U = SOOI 28
L T=Y Y=Y 5 o] F= LYo (=11 e | o I EPREEPP 28
MANAGEA-CAIE PrOCESSES ...uuuuuriiriiiiiaaieaaaaiaattreereeeaaaaaaeaaaaassnsreeeeeaaaaaesaaaaannssseeeeeeaeaaessaaaaanssnsnnneeeaaassessnannnnnnnn 35
VT To Loz 1R o] o YA To F=Y SO RRRSTRR 44
Medical and vocational service administration SUPPOIt ......uueiiiiiiiiii i e snnenes 45
Y Yo TToz: | I oY1 | I o] o Yet=T1=] [ o Ve [P PT P RPRPRPPTTRPIN 50
SeleCted HPP M EaSUIEMENTS . ciiiiiiiiiiee it ieeriee ettt ee st e et e e s te e e s se e e s ase e e s aaseeeasseeeaareeesaseeeenseeesneeesneeesanneesn 52

25



The Health Partnership Program

The Health Partnership Program (HPP) has operated as BWC's system for providing managed care services since its imple-
mentation in March 1997. Per Ohio Revised Code (ORC) 4121.44 (H)(3), BWC must publish a report on the measures of HPP’s
outcomes and savings. BWC submits the report to the president of the Senate, the speaker of the House of Representatives
and the governor. BWC prepares the annual report under division (F)(3) of section 4121.12 of the ORC. BWC's chief medical
services and compliance officer directs the program under the direction of BWC's chief medical and health officer. The chief
medical services and compliance officer coordinates management of the HPP with the chief medical officer and the chief of
medical operations, appropriately using and making available a network of providers and managed care organizations (MCOs).

How HPP works

While determining compensability and paying indemnity benefits, BWC contracts with MCOs to manage the medical compo-
nent of workers’ compensation claims. MCOs educate employers and injured workers on HPP They also process First Report
of an Injury, Occupational Disease or Death (FROI) applications. In addition, MCOs help employers establish transitional/early
return-to-work programs. Finally, MCOs process medical bills and make provider payments.

BWC monitors MCOs' managed care performance. For example, it measures the effectiveness of the MCOs' return-to-work
efforts using the Measurement of Disability metric. BWC also measures MCOs' FROI timing, FROI data accuracy, bill timing
and bill data accuracy. Further, it publishes most of these measures in an annual MCO Report Card, available on www.bwc.
ohio.gov. BWC encourages employers to view this report before selecting an MCO. Twelve MCOs serve Ohio's employers
and injured workers.

BWC Medical Services objectives

BW(C strives to ensure prompt, quality, cost-effective health care for injured workers to facilitate their early, safe and sustained
return to work and quality of life. BWC's Medical Services and Compliance Division, the Chief Medical Officer Division and
the Medical Operations Division coordinates health-care delivery through a network of certified providers and MCQOs. BWC
accomplishes this by using management, pricing and payment strategies that benefit injured workers and employers. Specific
supporting responsibilities include:

m  Developing, maintaining and executing quality and cost-effective medical and vocational rehabilitation benefits plans
and associated fee schedules.

m  Developing and supporting the appropriate managed-care processes, including contract management and training.

m  Establishing and maintaining a quality pool of medical and vocational service providers to ensure injured workers
have access to quality, cost-effective and timely care.

m Developing and implementing appropriate medical and vocational policies, rules and training, which address the
management from inception to resolution of all medical and vocational issues arising out of an allowed claim.

m  Evaluating and processing medical bills, guaranteeing proper and timely payment consistent with benefits plan
criteria.

During fiscal year 2018 (FY18), BWC made positive progress on initiatives undertaken to support existing divisional and BWC

enterprise business objectives and strategies. The remainder of this report provides selected highlights of HPP activities and
outcomes.
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External engagements

BW(C's chief medical services and compliance officer and chief medical officer participated in Rising Healthcare at the sixth
annual Workers" Compensation Benchmarking Study invitation-only, think tank event. This day-long study symposium, held in
Chicago in June 2018, explored how industry leaders are driving success in the challenging area of medical inflationary trends.
The symposium'’s focus group research will be the foundation for this year’s annual Workers" Compensation Benchmarking
Study Report.

The chief medical officer presented BWC's outcomes in response to the opioid epidemic at the Workers' Compensation Re-
search Institute’s Annual Research Meeting in Boston in March 2018. The group regarded the ongoing efforts and results from
our pharmacy department as exemplary.

The chief medical officer staff also actively participates in the International Association of Industrial Accident Boards and
Commissions (IAIABC). The IAIABC is an association of workers’ compensation jurisdictional regulatory agencies and indus-
try stakeholders. The organization finds solutions to reduce harm and aid recovery from occupational injuries and illnesses.
The director of the medical program is the Medical and Health Division's representative. Our representative participates as a
member of the IAIABC Medical Issues Committee. Initiatives participated in include monthly teleconference calls, the IAIABC
Annual Forum (held in the spring) and the fall Annual Conference. IAIABC initiatives actively supported included the recent
release of the IAIABC Opioid Policy Inventory and a 2018 forum on telehealth use in workers’ compensation. The opioid policy
inventory was a collaborative among members to examine and publish 23 strategies states have implemented to make a
positive difference on the opioid epidemic.

The Medical and Health Division collaborated with other agencies and partners to continue to address the opioid epidemic's
impact on Ohio’s workforce. BWC made a $5 million commitment over two years to improve workplace health and safety by
assisting employers in hiring, retaining and managing workers in recovery. This Opioid Workplace Safety Pilot Program will
fund drug testing, management, training and provide a forum for second-chance employers to present their successes. Local
ADAMH boards in Montgomery, Ross and Scioto counties will manage the funding.

The division also supported the Ohio Department of Job and Family Services (ODJFS) in its proposal for National Health Emer
gency Dislocated Worker Demonstration funds. If awarded, the funds could work in synergy with the workplace safety pilot
by providing wage support, job training, management and human resources training and peer support.

ODJFS also received a phase 1 grant ($2.5 million) for the Ohio Retaining Employment and Talents After Injury/lliness Network
demonstration project. Ohio was one of the eight states awarded funding. Medical and Health Division staff will serve as
subject matter experts for the medical care model. They will also liaison with the health-care partner for the project. If success-
fulin phase 1, Ohio will be eligible for a $19.7 million phase 2 grant, awarded to four states. This demonstration project is to
test the application of successful, evidence-based occupational medicine practices to non-occupational injuries and illnesses
which put workers at risk for separation from work.

Finally, in collaboration with the State of Washington Labor and Industries and the University of Washington, the division
will participate in a $2.5 million grant from the Patient Centered Outcomes Research Institute to study strategies to prevent
unsafe opioid prescribing.
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HPP rules

Ohio Administrative Code (OAC) 4123-6-33 Payment for Health and Behavior Assessment and Intervention Services

Medical Services implemented this new rule, which provides standards and criteria governing reimbursement for health and
behavior assessment and intervention (HBAI) services offered to injured workers who:

1. May benefit from an assessment that focuses on identifying behavioral barriers impeding the injured worker's
recovery.

2. And which the intervention services may address.

The focus of HBAI services is not on mental issues but on appropriately assessing, identifying and addressing cognitive, emo-
tional, social, behavioral and psychological barriers to the treatment and recovery of physical health problems. Application of
HBAI services in the workers’ compensation system, as in the broader health-care system, is for individuals who do not meet
the criteria for a psychiatric allowance and/or diagnosis.

The complete actions taken to fully implement the BWC approach to HBAI services included:

1. Modifying the coverage status for the Assessment, Reassessment and Coaching/Counseling services codes from
not routinely covered to covered. This change became effective Jan. 1, 2018. This coverage change was to accom-
modate the new lumbar fusion surgery rule, which requires an HBAI assessment and related services if needed as
part of the conservative care approach prior to performance of a lumbar fusion surgery.

2. Asindicated above to address concerns and provide clarification to all parties on HBAI services, we completed and re-
leased a HBAI policy on April 1. Just prior to the release of that policy the Medical and Health Division conducted two
lunchtime WebEx training sessions on HBAI services utilization. Our chief medical officer and our medical programs
director executed the training. After that training, we provided a Frequently Asked Question document to augment
information covered at the training to the attendees and the MCOs.

3. Finally, we completed the HBAI services rule, which further clarified specific expectations and guidelines for applica-
tion and use of HBAI services. This rule became effective in July 1, 2018.

Benefits plan design

Prompt, effective medical care is crucial for those injured on the job. Such care is often the key to a quicker recovery, timely
return to work and quality of life for injured workers. Maintaining the right benefit plan design and service-level reimbursement
ensures access to quality, cost-effective service.

Access for injured workers means the availability of appropriate treatment. Having access to appropriate treatment facilitates
faster recovery and a prompt, safe return to work. For employers, it also means the availability of appropriate, cost-effective
treatment provided based on medical necessity.

Implementing a sound and effective provider fee schedule is a critical component of maintaining an effective benefit plan. As
required by rules and law, and to ensure injured workers access to quality care, BWC establishes discounted yet competitive
fee schedules. BWC annually reimburses more than 28,000 providers for medical and vocational services rendered to Ohio's
injured workers. An equitable and competitive fee for the right medical service is essential to maintain a quality provider net-
work across the wide range of necessary provider disciplines.

BWC continuously improves its medical, vocational rehabilitation and pharmaceutical services offerings. This results from
executing quality methodologies and protocols for revising benefits plans and their corresponding fee schedules. We strive to
review all fee schedules annually.
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BWC paid providers nearly $531 million for medical and vocational services during FY18, which is $18.3 million less than pay-
ments made in FY17. For FY17 BWC paid $549.3 million, which is $29.5 million less than payments made in FY16.

BW(C has achieved those reductions while continuing to follow four objectives:
1. To maintain stability in the environment and reimbursement methodologies.
2. To ensure injured workers access to quality care.
3. To promote efficiency in the provision of quality services.
4.

To maintain a competitive environment where providers can render safe effective care.

Those four objectives also continued to guide BWC's evaluation of Ohio’s reimbursement methodologies and the develop-
ment of recommendations for FY18-19. As a result, BWC made minimum changes to most of the agency’s reimbursement
methodologies and protocols. Per adopted recommendations for FY17 and FY18, BWC expects total medical and vocational
services reimbursements to remain relatively stable depending on injury mix and services utilization mix and rates. Below is
a summary of the fee schedules, their effective dates and projected impacts on the medical and vocational service spend.

Chart 1

Board presentation

Fee schedule Effective date D Ei o e Fee schedule description
Medical providers Jan. 1, 2019 August 2018 Covers all medical providers and medical
and services September 2018 services not covered by any of the other
December 2018 schedules (OAC 4123-6-8)
Projected 2019 impact: 0.4-percent spending
increase
Hospital outpatient May 1, 2018 November 2017 Covers facilities for outpatient services
December 2017 (OAC 4123-6-37.2)
Projected 2018 impact: 2-percent spending
increase
Hospital inpatient Feb. 1, 2019 August 2018 Covers facilities for inpatient services
September 2018 (OAC 4123-6-37.1)

Projected 2019 impact: 0.4-percent spending

decrease
Ambulatory surgical May 1, 2018 November 2017 Covers surgical procedures not requiring
centers (ASC) December 2017 inpatient hospitalization (OAC 4123-6-37.3)
Projected 2018 impact: 3-percent spending
increase
Vocational rehabilitation | TBD TBD Covers all vocational rehabilitation services
services (OAC 4123-18-09)
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The Medical Services Division performs routine audits to maintain the integrity of the system, clarifying or adjusting benefits
and policies as needed to promote the objectives outlined. The hospital review unit audits approximately 573 hospital bills
annually. 31.9 percent, or 183 of those bills yielded an error in payment or an omission of data elements. Of 87 high-dollar
hospital bills, BWC re-priced four after the audit resulted in an overpayment variance of $510,653.

The reimbursement and coding department provides policy support to MCOs, BWC departments and providers. During the
past year, the department addressed 388 inquiries. In addition, it processed another 61 requests for payment above the fee
schedule. Payment above fee schedule requests offer BWC the opportunity to consider and to provide a second level of au-
thorization for special circumstances when an injured worker has unique needs that require payment above the fee schedule.
BW(C also uses that opportunity to consider if factors occur often enough that the fee schedule might need adjusted for the
items most frequently requested for above the fee schedule consideration.

To ensure the fee schedule development process adheres and supports BWC's goals and objectives discussed previously,
BWoC includes the recommendations of national Medicare expert consultants to evaluate the appropriateness of the fee
schedule strategy. This process occurs in line with the annual rule release by Medicare for the inpatient, outpatient, profes-
sional provider and ambulatory surgical center (ASC) fee schedules. Medicare has made significant advances transitioning
to more of a pay for performance methodology versus straight fee for service. In FY18, BWC began planning for a two-day
strategy session with national consultant, Nimmit Consulting, to include developing future strategies BWC could employ to
accomplish a transition to more pay for performance. Additionally, this consultant assisted in planning and executing an update
to the Medical Services and Safety Committee of the BWC Board of Directors, as well as BWC's internal departments and
external stakeholders. We planned this 30,000-foot view of the shifting health-care payment paradigm from volume to value
in FY18 and delivered it early in FY19. Value-based strategies include bundles or episodes of care, which incentivize providers
to coordinate care across specialties, reduce unnecessary and duplicate testing, and meet cost benchmarks.

Members of the reimbursement and coding department attended nationally attended Medicare reimbursement boot camps
focused on hospital and professional provider strategies, to evaluate the alignment of BWC's fee schedules to current Medi-
care fees. In FY19, the team plans to attend four additional nationally attended revenue cycle boot camps. This will further
solidify our expertise, and improve the coverage and fee schedule knowledge. We will continue to evaluate the value-based
strategies, considering the best application for BWC's population. This work will continue throughout FY19.

Ambulatory Surgical Centers’ Arthroplasty Program

BWC continues to evaluate and undertake initiatives to improve access to care for Ohio’s injured workers. As part of the 2016
ASCs’ reimbursement development activities, BWC initiated actions to develop a certification program that begins allowing
physicians to perform certain joint arthroplasties within ASCs. An arthroplasty is a surgical replacement or reconstruction of a
joint. This expansion of services for the ASC setting is an exercise of a unique departure from BWC's normal determination of
which services physicians will perform at ASCs. BWC will generally follow Medicare's determination of which services physi-
cians can perform in the ASC setting. However, when appropriate, BWC deviated from Medicare in not only reimbursement
methodologies but also services available for injured workers.

This willingness to deviate from Medicare when it's appropriate occurred in 2014 when BWC, with the BWC Board of Direc-
tors’ approval, began to allow physicians to perform the service of lumbar microdiscectomies in ASC facilities. In 2014, Medi-
care did not allow physicians to perform that procedure in the ASC setting. It changed that position in 2015.

Guiding BWC'’s determination to deviate from Medicare is the fact that Ohio's workers' compensation population is quite dif-
ferent from the Medicare population. The injured worker population is younger and generally in better condition than Medicare
patients. This presents a greater opportunity for physicians to perform other types of services safely and effectively in the
ASC setting.
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BWC will eventually include 10 procedures in the arthroplasty program. As illustrated in Chart 2, physicians perform two of the

procedures in hospital inpatient and outpatient settings. Physicians perform the remaining eight only in an inpatient setting.

Chart 2
CPT Description 2017 Medicare | BWC Coverage
coverage
23470 Arthroplasty, glenohumeral joint; hemiarthroplasty Hospital inpatient Added ASC May 2016
and outpatient
23473 Revision of total shoulder arthroplasty, including allograft  Hospital inpatient Added ASC May 2016
when performed, humeral or glenoid component and outpatient
23472 Arthroplasty, glenohumeral joint; total shoulder (glenoid Hospital inpatient To be added
and proximal humeral replacement) only outpatient and ASC
May 2018
27125 Hemiarthroplasty, hip partial Hospital inpatient To be added
only outpatient and ASC
May 2018
27130 Arthroplasty, acetabular and proximal femoral prosthetic, Hospital inpatient Added Outpatient
with or without autograft or allograft only and ASC May 2017
27132 Conversion of previous hip surgery to total hip Hospital inpatient To be added
arthroplasty, with or without autograft or allograft only outpatient and ASC
May 2018
27445 Arthroplasty, knee, hinge prosthesis Hospital inpatient To be added
only outpatient and ASC
May 2018
27447 Arthroplasty, knee, condyle and plateau, medial and Hospital inpatient Added outpatient
lateral compartments with or without patella resurfacing only and ASC May 2017
27702 Arthroplasty; ankle, with implant (total ankle) Hospital inpatient To be added
only outpatient and ASC
May 2018
27703 Arthroplasty, ankle; revision, total ankle Hospital inpatient To be added
only outpatient and ASC
May 2018

ASCs provide a safe and convenient alternative to having these procedures performed in a hospital setting. Allowing physi-
cians to perform these procedures in ASCs will improve access to care by giving injured workers additional treatment options.
It also potentially reduces costs for the system. ASCs are a more cost-effective alternative, as they have much lower cost
structures than hospitals. In 2011, Medicare reimbursements as a percentage of hospital outpatient department reimburse-
ment were about 56 percent.

For the program'’s initial phase, BWC on May 1, 2016, implemented two hospital outpatient procedures — a partial shoulder
replacement (CPT 23470) and a revision of a total shoulder replacement (CPT 23473). As of May 1, ASC facilities that BWC
certified to perform arthroplasty procedures could also undertake those two procedures.

Phase two of the arthroplasty expansion included two additional procedures, which BWC will permit in the outpatient and
ASC settings. BWC included total hip (CPT 27130) and total knee (CPT 27447) in the 2017 implementation of the Outpatient
and ASC fee schedule updates effective May 2017 BWC will complete phase three with the fee schedule updates scheduled
for May 2018 and will include the remaining six services from Chart 2.
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BWC wants to make sure it has adequate requirements in place to ensure physicians perform these procedures safely and
effectively. Thus, as part of the program setup, ASC facilities will need additional certification to have physicians perform these
services at their facilities. As detailed in the proposed rule, ASCs that apply to participate in this program must meet the fol-
lowing criteria:

BW(C-certified.

Joint replacement program in place for at least one year.

Target procedure(s) previously performed at the ASC.

Adequate physician credentialing criteria.

Adequate patient selection criteria.

Reports Medicare and the Ohio Association of Ambulatory Surgery Centers OAASC quality measures (data

potentially used to develop quality thresholds in the future).

Medical Services will collect data on the program to ensure injured workers receive quality medical care. The division will
review the outcomes of each BWC injured worker against the established quality measures for Medicare and the OAASC.
It also will track other measures such as return-to-work time frames to determine program impacts. In addition, the Medical
Services and Compliance Division will track and monitor overall program outcomes such as:

Number of and credentials of surgeons performing the service.
Number of participating ASCs.

Volume of services performed.

Individual ASC performance (i.e., report cards).

Estimated cost savings.

Feedback and suggestions from ASCs, physicians, MCOs on workflows and administrative issues.

If any BWC claimant experiences an MCO or ASC reported or BWC-identified complication, or perceived negative outcome,
Medical Services will send the case to a BWC clinical review committee and/or the HCQAAC. The committee or HCQAAC will
assess the severity of the outcome and recommend action.

Finally, BWC will re-credential and re-certify these facilities every two years to ensure these facilities and the treating physi-
cians continue to provide high quality care for our injured workers.

To date, BWC has billed 20 procedures. However, BWC only reimbursed three due to providers not meeting the program
certification requirements. Physicians performed 304 procedures in the hospital outpatient location.

Performance based metrics

Medical Services' goal is to include performance based metrics embedded in each fee schedule methodology. Currently, BWC
uses these metrics for reimbursement of the inpatient prospective fee schedule and has done so since 2013. One of those
performance outcome components was the hospital readmissions reduction program. This program penalized hospitals that
have an excess of patient readmissions after discharge. BWC chose in 2013 not to adopt this outcome measure at that time
as the program was new and somewhat controversial. However, we re-evaluated the applicability of this measure in 2015 and
chose to recommend adoption. Since 2015, BWC implemented all CMS quality metrics for this fee schedule.
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Chart 3 below graphically demonstrates the financial impacts to hospitals from not waiving the penalties associated with qual-
ity indicators for inpatient care in both 2017 and the proposed impact for 2018.

Chart 3

After Performance Adjustments Applied | variance:
$782,427

$47,000,000 1.7% increase

$46,000,000
$45,000,000
$44,000,000
$43,000,000
$42,000,000

$41,000,000

$40,000,000
2018 2019

Chart 4 includes all relevant quality metrics currently incorporated in the inpatient fee schedule.

Chart 4
Program Description Incentive | Estimated
Type Impact
Inpatient quality Hospitals must report quality measure Penalty $476
reporting or face reduction reduction
Electronic health record Hospitals receive reduction for not Penalty for both
(EHR) meaningful use adopting EHR technology programs
Value based purchasing  Hospitals rewarded or penalized for Reward or $24,703
quality performance penalty reduction
Hospital acquired Hospitals not paid for treatment of Penalty N/A, case
conditions hospital acquired conditions based
Hospital acquired Lowest performing hospitals (25%) face  Penalty $113,260
conditions reduction additional reduction reduction

Hospital readmissions Hospitals with excess readmissions for Penalty $97,176
reduction certain conditions face reductions on all reduction
claims
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Policy coordination

The Medical Services Division initiated a process to develop symmetry between the look and feel of reimbursement and cod-
ing policy. The Billing and Reimbursement Manual underwent a complete review, which resulted in a re-release in October
2017 Relevant and interested department representatives from across the organization participated in this update.

The MCO Policy and Reimbursement Guide is also under review to incorporate more appropriate complementary language
referring to the Billing and Reimbursement Manual when appropriate, instead of repeating the manual. Therefore, reducing
the risk of contradictory information between the guides.

During the past year, BWC released three policy alerts clarifying max unit updates for cognitive therapy, pass-through billing
limitations and MCO pricing override requirements. Medical Services has initiated a quarterly Billing and Reimbursement
Manual update schedule that began in FY18 with three releases. These included development and release of detoxification
treatment program reimbursement guidelines, health behavior and risk assessment, and intervention services and treatment
plans involving lumbar fusion. BWC continues progress in the development of comprehensive reimbursement policies for
upper and lower limb prosthetics, and telemedicine for FY19 expected release.

Pharmacy program

BWC's pharmacy program implemented a formulary for prescription drugs that became effective Sept. 1, 2011. When compar-
ing FY18 with the base FY11 before the formulary became effective, the agency experienced:

m  An 84-percent reduction in prescriptions for skeletal muscle relaxants.
m A 64-percent decline in prescriptions for opioids.

e This represents a drop of nearly 27 million doses of opioids covered by BWC.
m  An 88-percent reduction in prescriptions for anti-ulcer agents.

In January 2010, the BWC pharmacy program initiated a monitoring program focused on opioid use among injured workers.
The total average opioid load (as measured in milligrams of morphine equivalent doses) of injured workers has consistently
declined for the past 32 quarters. Chart 5 shows the morphine equivalent dose monitoring from 2011 through September
2018. BWC pharmacy program innovations and continuous clinical oversite has led to a 65-percent decrease in injured workers
taking greater than or equal to 60 morphine equivalent doses per day.
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Chart b

Opioid Trending by Morphine Equivalent Dose (MED)
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BWC experienced a $52.4 million (39 percent) reduction in total prescription drug costs in FY18 compared with FY11.

To improve the prescription review process for providers, in August of 2016, the pharmacy program assumed responsibility
for processing manual prior authorization requests. Response time has improved from an average of 2.5 days to less than
four hours.

To enhance the health care of injured workers, in October 2016, the pharmacy program enacted a new rule (OAC 4123-6-21.7)
that requires the use of best practices as defined in national and Ohio prescribing guidelines when prescribing opioids for
longer than 12 weeks. The rule also allows for treatment of opioid dependency without that condition having to be allowed in
the claims.

Managed-care processes

From June 2017 to April 2018, BWC approved three mergers of MCOs. This brought the number of MCOs under contract
with BWC to 12. Throughout any merger process, BWC gives the employers assigned to the non-surviving MCO the option
to select a different MCO. This ensures employers maintain their right to select an MCO of their own choice. The surviving
MCO inherits the performance of the non-surviving MCO. This also ensures all claims remain actively managed, regardless of
whether the claim originated with the surviving MCO or not. The current contractual term covers Jan. 1, 2018, through Dec.
31, 2020.
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MCO 2016-2017 contract

BWC and the MCOs executed a contract that became effective on Jan. 1, 2018. It remains effective to Dec. 31, 2020. The
terms of the contract continue to build on the work begun under the most recent BWC-MCO contracts. The contract reflects

the following BWC goals:

A greater focus on quality outcomes for injured workers and employers.

Increased effectiveness of the MCOs in execution of their responsibility for the management of the medical portion
of a claim.

Increased effectiveness of the MCOs in execution of their responsibility for return-to-work and remain-at-work
management.

Increased collaboration between BWC' claims staff and the MCOs" medical management staff in:

e Capturing and exchanging relevant medical documentation and information.

e Reducing redundancy in communicating with medical services providers, employers and injured workers.
Increased focus of the MCOs in providing on-site case management to Ohio’s most seriously injured workers.
Increased MCOs' incorporation of innovative approaches to managing medical care.

Reduction of redundancy and duplication of efforts.

Relying on those goals, BWC continues to place emphasis on finding methods to foster continued focus on meeting these
objectives. The four areas of focus are:

1.

Ways in which the HPP can better mainstream with standard health-care delivery and medical management ap-
proaches to address medical and vocational needs arising out of a workplace accident.

Increasing the focus on MCOs actively managing the medical portion of claims from day one of a workplace injury.

Identifying ways to reduce the use of prescriptive policies and/or rules that dictate how to perform tasks by imple-
menting better performance and quality outcomes metrics, which allow the MCOs to determine the best approach
to execute the HPP intent and related tasks.

Enhancing the approach to MCO services reimbursement to better align payments to reflect MCOs' success on
high-valued returns versus perceived imbalance of current compensation for basic administrative tasks.

With the execution of the 2018-2020 MCO Agreement, BWC continued to focus on MCOs performing on-site case manage-
ment visits with injured workers, their families and providers in furtherance of managing the medical portion of claims. The

policy developed a strong focus on the use of this tool for catastrophic claims. However, we also accepted the utility of on-site

visits in non-catastrophic cases when certain barriers to recovery or return to work are noted.

BW(C's expectations are that effective on-site case management will:

1.

Result in an improvement in tracking of injured worker progress and treatment compliance.

Facilitate the sharing among providers of critical information such as medications, diet and upcoming medical ap-
pointments.

Help reduce complications and errors, which cost both time in recovery to the injured worker and increased expen-
ditures to the compensation system.
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BWC reimbursed on-site visits at $250 per visit. BWC recognized that not all MCOs might have the infrastructure to execute
this task in-house. Thus, BWC implemented a rule change that provided the MCOs the opportunity to outsource this service.
Before pursuing this option, MCOs must receive approval from BWC and continue to maintain their requirements to manage
the medical part of the claim. To gain this approval, the MCOs must submit a detailed request to BWC for consideration. At
present, one MCO requested and received approval to contract for these services through a vendor.

Continuing the approach initiated with the 2016-2017 MCO Agreement, BWC kept in place a series of exceptional perfor
mance incentive programs. BWC designed these incentives to improve the quality of life for an injured worker, reduce the
risks associated with medication use and/or increase the potential for an injured worker to return to the workforce. Under the
terms of the contract, MCOs could earn incentive monies for exceptional performance in the following four key areas:

a. Medication management — 25-percent opportunity.

b. Transitional work — 20-percent opportunity.

c. Vocational rehabilitation — 25-percent opportunity.

d. Legacy claim management— 30-percent opportunity.

The total incentive opportunity available to the MCOs under the 2018-2020 MCO Agreement is $4.5 million dollars during
each year of the contract. BWC allocates that amount across the four areas based on a consideration of the challenge, impact
opportunity and optimal end-objective.

A summary description below provides additional insight on each of the measures and the overall impact during 2017
Exceptional performance measures description

1. Medication management
Medication management consists of two primary areas of focus: elderly injured workers and injured workers on high-
risk drug regimens. In both instances, two expectations drive the incentive measures.

m  Ensure injured workers take appropriate medications.
B Monitor them to ensure the medication they take are not harmful or place the injured workers at greater risk of
death due to an overdose.

For elderly injured workers, the population includes those more than 65 years of age who take a medication on the Beers
Criteria for Potentially Inappropriate Medication Use in Older Adults (2015) as published by the American Geriatrics Soci-
ety. To earn incentive payments for this measure, BWC requires MCOs to intervene with prescribers to either eliminate
the medication from the injured workers regimen or provide guidance in the selection of a more suitable medication not
on the Beers list.

For injured workers prescribed high-risk drug regimens, the population includes injured workers who take four or more of
eight Generic Product Identifier (GPI) groupings known to increase the risk of patient death when taken in combination.
To receive incentive payments for this measure, MCOs must work with prescribers to reduce the number of therapeutic
classes prescribed to an injured worker to three or fewer or reduce the dosage amounts by 15 percent or more.

Five MCQOs earned payment for the medication management measure during 2017 The MCOs efforts resulted in a posi-
tive change to injured workers' medication therapy based on 225 interventions with prescribers. During these interven-
tions, MCOs educated and informed the prescribers of the risks noted in each case.
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Transitional work
The transitional work measurement consists of two key areas:

B Increasing the award of transitional grants to employers.
B Increasing the use of transitional return to work opportunities.

BW(C has aTransitional Work Grant Program. However, the program is not reaching its potential, as BWC is not awarding
the grant monies that are fully possible. Recognizing a need to grow the Transitional Work Grant Program, BWC designed
this measure to incentivize MCOs in assisting employers to develop complete transitional work grant applications, which
BWC may approve and then award a grant. With more transitional work programs in place, BWC expects injured work-
ers will have a better path to return to the workforce earlier in the life of a claim and in jobs that can accommodate any
restrictions until the injured worker has recuperated.

The second key component of the transitional work measurement is the use of transitional return to work. This holds
true regardless of whether an employer has an approved transitional work grant program. For this measurement, MCOs
will need to work closely with providers to determine whether an injured worker may safely return to work with restric-
tions. The MCO will then work with an employer to see that an injured worker returns to work in a light duty/transitional
work capacity and remains at work for at least 30 days. As experience has shown, the longer an injured worker remains
out of the workforce, the more difficult it becomes for him or her to return to work. BWC designed this measurement
to encourage the safe, effective return to work early in the life of a claim and to remove any barriers that may impede an
injured worker's ability to return to work.

Twelve MCOs earned payment for the transitional work measurement. That represented the awarding of 65 new tran-
sitional work grants, a b4-percent increase over the prior year. More than 2,484 injured workers returned to work and
remained at work in a transitional work setting, a 58-percent increase over the prior year.

Vocational rehabilitation

Unlike the transitional work incentive, BWC aimed the vocational rehabilitation incentive at increasing the use of
vocational services when it is unlikely that an injured worker can return to his or her same employer or same job and
has been out of the workforce for three years or less. This measurement also has two key areas: appropriate decision-
making and positive outcomes.

BWC's noted experience with the use of vocational rehabilitation indicates only about 2 percent of eligible claims are re-
ferred for vocational rehabilitation. BWC wants to see that percentage increase. Therefore, BWC designed this measure-
ment to increase the number of appropriate referrals while ensuring staff assigns referrals to a vocational rehabilitation
case manager, resulting in the development of vocational rehabilitation plans. Conversely, BWC does not expect to see
an increase in the percentage of pre-plan closures. This would otherwise indicate the injured workers referred were not
appropriate for using vocational rehabilitation services.

With appropriate claim selection for referrals, BWC expects the outcomes in those claims will result in more injured
workers returning to the workforce for sustained periods of 30 days or more.

Thirteen MCOs received payment based on their efforts in the vocational rehabilitation measure. More than 455 injured
workers returned to the workforce and remained at work for sustained periods of time, a 67-percent increase over the
prior year.
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4. Legacy claim return to work
As the last measurement piece on the return-to-work continuum, BWC aimed the legacy claim return-to-work measure
at addressing injured workers who are out of the workforce for three or more years. BWC gives MCOs broad discre-
tion to determine what tools they may best use to assist an injured worker with returning to the workforce. MCOs will
receive credit for each injured worker that they successfully return to work for at least 30 days. BWC recognizes these
claims may be the most difficult to resolve. However, these claims have the greatest impact on the workers' compen-
sation system and on injured workers' lives. The ability to return even one injured worker to the active workforce:

®  Reduces the compensation paid.
B Improves the opportunities for the injured worker to increase her or her earnings and receive benefits.
B Facilitates the injured worker in becoming a productive member of society once again.

For these reasons, this measurement consists of 30 percent of the possible payments for all exceptional performance
payments.

BW(C also initiated a new Exceptional Performance Measure in March 2018 to support the Better You, Better Ohio!™ wellness
initiative. BWC designed this measure to encourage injured workers who had a recent work-related injury and one or more
of nine specified comorbidities to enroll in the wellness program and complete a health risk assessment. With greater em-
phasis on overall health and encouragement to reduce factors such as smoking and obesity, BWC and the MCQOs are working
together to create a healthier workforce, and one that can avoid injuries or rebound from injuries more quickly.

MCO 2016 and 2017 exceptional performance results

Except for the wellness program exceptional performance measure, all other exceptional performance measures have been
in place for 2016 and 2017 MCO performance over all exceptional performance measures increased. Exceptional performance
payout increased by 51 percent.

Total Paid on All Exceptional Performances

$1,410,071
$1,500,000
$931,283
$1,000,000 Percent of Total Paid of Total Available

$500,000

50.00%

S0 40.00%

2016 2017

30.00%

20.00%

10.00%

0.00%

2016 2017
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As illustrated by the graph below, improvement between 2016 and 2017 occurred in medication management. However, it
was evident that opportunity still existed. The payout for this measure increased by 3.3 percent. Therefore, as part of the ac-
tions taken to improve in this area, BWC had the MCO, which performed the best, provide a presentation to the other MCOs
highlighting the actions steps it took to achieve exceptional performance. In addition, there has been individual medical ser
vices staffing with other MCQOs to help identify improvement opportunities.

Total Paid on Medication Management
2016 2017
$129,349 5 of 15 MCOs 5 of 13 MCOs
$130,000 33.33% 38.46%
$129,000
$128,000
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$124,000 25.40%
$123,000 25.20%
2016 2017 25.00%

24.80% 24.55%
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2016 2017

The MCOs performed much better with transitional work, with the payout increasing by 29.5 percent.

Total Paid on Transitional Work

2016 2017
11 of 15 MCOs 12 of 13 MCOs
$517,918 73.33% 92.31%
$600,000
$500,000 S400,003
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Vocational rehabilitation showed the most improvement, with payout increasing by 87.9 percent.

Total Paid on Vocational Rehabilitati
otal Paid on Vocational Rehabilitation 2016 2017
13 of 15 MCOs 13 of 13 MCOs
$762,804
86.67% 100%
$800,000
$600,000 406,053
Percent of Total Paid of Total Available
$400,000
$200,000
80.00%
S0 5
2016 2017 60.00%
40.00%
20.00%
0.00%

2016 2017

There were no incentives paid for legacy-claim activity. While there were no monies paid, this does not mean there were no
successes. Rather, the level of success did not hit the benchmarks established. Therefore, we re-examined the graduated
earning methodology around this measure under the 2018-2020 MCO Agreement. We anticipate that MCOs will successfully
earn incentives in 2018. BWC remains committed to seeing that injured workers who have been out of the workforce for more
than three years remain an area of focus. BWC wants the MCOs to continue to actively manage these claims.

MCO open enrollment

The last half of FY18 included the key activity of MCO open enrollment. This process runs every two years. It provides employ-
ers the opportunity to select a new MCO to manage the employer's workplace injuries. This period’s open enrollment activity
ran from April 29 to May 25. Overall, the process executed very smoothly, with the medical services staff managing the first
open enrollment under PowerSuite. In addition to PowerSuite, the open enrollment occurred after the team successfully com-
pleted an MCO merger. This action added the complexity of differentiating between those employers the new MCO absorbed
versus those employers selecting the same MCO due to open enrollment.

Active employers Active claims

250,000 250,000
200,000 200,000
150,000 150,000
100,000 100,000
50,000 50,000
0 0

The above graphs provide a summary view of the results of the 2018 open enroliment. There were more than 222,000 active
employers impacted by the process. Of those employers, 4.4 percent or more than 9,800 employers changed MCOs. The
number of active claims impacted by the process was more than 248,000. With the 4.4 percent employer change, 6.2 percent
or more than 15,000 active claims also changed.
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So, how does 2018 open enroliment compare to the last two open enrollment periods? The active employers graph below
illustrates the number of employers’ changes was lower for those employers than the previous two periods. The percent of
active employers changing in 2014 and 2016 was stable at 6.3 percent. Whereas for 2018, there was a decrease of 1.9 percent
points in the number of employers changing.

. Active claims
Active employers
16,000 30,000
14,000 25,000
12,000
20,000
10,000
8,000 15,000
6,000 10,000
4,000
5,000
2,000
0 0

The active claims graph illustrates that the percentage of claims impacted by employer changes has seen a consistent
decrease over the past three open enroliment periods.

To assist employers in their selection, medical services provided an MCO Selection Guide and MCO Report Card. During the
past few years, feedback from employers indicated they would like to see an employer satisfaction survey as part of the MCO
Report Card data points. Thus, in preparation for the 2018 open enrollment, BWC initiated a survey of employers. The MCO
Report Card contained the results. The last time BWC included this information in the report card was 2007.

BWC distributed the survey to employers with 2017 filed claims, which reflected 27044 eligible employers, with a response
rate of 12 percent or 2,813 employers. The below graph reflects the overall survey rating.

All Employers Responses

4.39 441 4.38
5.00
4.00
3.00
2.00
1.00
All Lost Time Medical
Responses Claims Only

On a rating scale of 1 to 5, with 5 being the highest, all responses reflected a 4.39 satisfaction level. The satisfaction level
was a bit higher for those employers who had at least one lost-time claim versus those with medical-only claims. Thus, there
seemed to be a correlation in the satisfactory level of employers with MCOs depending on their level of engagement.
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MCO imaging project

About two years ago an MCO raised the possibility of sending claims-related documents to the BWC system for automatic
uploading in injured workers' claims. The benefit of this type of innovation also became the purpose of the project to:

B Improve MCO and BWC current document imaging process.
m  Streamline and reduce process duplication points.
B Decrease time to index images into a claim.

Those goals led medical services to undertake the project to identify, implement and test a tool that would allow MCOs to
take claims documents indexed into their systems and electronically send those to BWC. And without human intervention,
systematically upload those documents into injured workers' claim files.

Under the current process, BWC assigns each MCO a 1-800 right fax number that providers and others use to submit claims
documents to that MCO. When a provider sends the document using the 1-800 number, BWC intercepts a copy of the docu-
ment as the document moves on to the MCO. BWC and the MCO staff then manually index the document into their respec-
tive claim systems.

So, what is changing? Under the modified process, the provider will still use the 1-800 number to send documents related to
claims. However, BWC will not intercept a copy of the document as it moves to the MCO. The MCO will continue the normal
process of indexing the document to its system. At the same time, the MCQ'’s data system will call the new BWC service and
pass the index document along with relevant indexing information. The new BWC service receives and automatically indexes
the document with no manual intervention.

The BWC team, with that vision, took up the challenge to identify a web service that would provide the appropriate system
solution. After a successful proof of concept, on April 16, 2018, Medical Services went live with the pilot testing of the new
BW(C service. The pilot test involved three MCQOs, all of different sizes: Health Management Solutions (HMS), Genex, and
CareWorks. This gave the team an understanding to determine if we could do this. It also allowed the team to understand the
efforts that MCOs of different sizes and sophistication would experience in implementing the solution. The efficiency impact
of the pilot testing was immediate. Prior to the implementation, staff manually uploaded more than 53,000 pages into BWC
and MCO systems daily. Nineteen days after the implementation of the three pilot MCOs, the manual process duplication
decreased by 53 percent or 23,076 pages.

The successful pilot testing of the process validated that BWC could successfully implement the process. It also improved
system efficiency in the reduction of the manual processing of redundant and unnecessary documents. Additionally, the
system experienced documents being visible in the claims files quicker, which makes them available to all parties quicker.
In some instances, the process has been so efficient that BWC received documents before assigning claim numbers. BWC
implemented process changes with the MCOs to address challenges while maintaining the success realized with the new
process.

Medical Services has implemented phase 2 of the project. The BWC team is actively working with the next three largest
MCOs. It developed a rollout schedule to bring all MCOs on the new system by the second quarter of 2019.
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Medical providers

Education, outreach and communication

Quality providers meeting the needs of Ohio’s injured workers are critical to managing a positive return to work and quality of
life. Therefore, in the summer/fall 2017 educational initiative, BWC held meetings at 10 service offices where we offered basic
and advanced learning/participatory sessions to 368 attendees. In addition, we visited large practices where we provided
information on the day-to-day operations of managing a workers’ compensation claim to 100 attendees.

In addition, BWC expanded educational efforts to provider office staff at our Ohio Workers' Compensation Medical & Health
Symposium. Not only did this day of operational training allow for the concerted learning of the providers, it also provided their
teams with knowledge to increase office efficiencies. One hundred twenty-five attendees registered for the event. BWC will
continue this focus in our annual Medical & Health Symposium efforts.

BWC communicates regularly with our providers, their professional associations and interested parties. Each month, we
continue to release Provider eNews, a two to fourpage electronic newsletter to a provider list serve containing approximately
1,400 members and growing. BWC distributes the newsletter via email, using a just-in-time method to share pertinent up-
dates of policies, processes, rules or other relevant information to our providers.

In addition, BWC began considering new ways to educate providers in real-time methods. Thus, we held our first webinar to
assist our providers with the health behavior assessment services. We believe this is a more effective means for us to offer
information. Providers can access this method without traveling, and they can listen to a recorded version for review later.
A new schedule featuring BWC's chief medical officer and BWC's staff chiropractic physician will launch a peerto-peer level
educational effort for our treating providers about BWC's medical initiatives. This effort will replace our biannual provider stake-
holder meetings that most practitioners couldn't attend.

Another large effort in this reporting year was the BWC website. Research showed our website contained too much informa-
tion on a page, was archaic in navigation and users could not find much information due to a poor search feature. Medical Ser
vices staff were heavily involved in the revamping of the provider website. Staff members continue to improve the website's
look and content information to allow our provider customers better information, faster!

Network volume

A continued focus of BWC is to support HPP's goal of having and maintaining a strong, effective network of certified providers.
BWC's system reflects providers in two ways — certified providers and enrolled providers. Enrolled providers have rendered
service at least once to an injured worker. However, enrolled providers have either not taken steps to become BWC-certified
or are ineligible for certification. Enrolled providers cannot generally render ongoing care to an Ohio injured worker. Certified
providers have completed the BWC provider application process and have agreed to abide by the Ohio workers’ compensation
fees, laws and policies. They can render ongoing treatment to an injured worker. There are 61,132 certified and 52.364 enrolled
providers captured in the BWC system for FY18.

In FY18, BWC's provider relations business unit managed the following enrollment/certification provider activities:

®  New provider enrollments: 3,321
B Re-certified providers: 4,650.
®  Providers whose certification lapsed and BWC did not recertify: 3,407.
®  Providers who BWC decertified from the system: 1,594,
B Annual number of providers enrolled and certified in FY2018: 8,988.
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To further promote our simplicity and service goals for providers, the provider enrollment and credential review areas began
a multi-year, multi-step plan for modernizing our provider system. We started a seven-phase approach to enhance the 10-year
old database, beginning with the immediately needed system user updates. These phases will result in an online option to our
providers to apply for enrollment and certification, and demographic updates of their information. Optional provider programs
within the HPP will also become available for online sign-up. Medical Services is achieving these changes through a work
prioritization method within IT that allows shorter, quicker deliverables for a more efficient IT service.

Medical and vocational service administration support

Increasing the quality of services to injured workers that will drive increased positive outcomes has been a key focus for BWC
during the past year. That focus underlies BWC's continued evaluation of the care initiatives such as catastrophic claims, tran-
sitional work, health and wellness support, health behavior and assessment services and others.

Catastrophic claims

Eighty-two new catastrophic injuries occurred during FY 2018 in the state-funded population managed by MCOs. This statistic
does not include catastrophic injuries that resulted in the death of the injured worker within the first five days following the ac-
cident. Catastrophic injuries include brain and spinal cord injuries, amputations and multiple trauma injuries. The graph below

shows the types of catastrophic injuries that occurred during FY 2018.

Type of injury Number of claims Percent of total claims
Traumatic brain injuries 33 41%
Spinal cord injuries (quadriplegia, paraplegia) 5 6%
Amputations, major extremity 25 30%
Multiple trauma (complex fractures, crush injuries) 19 23%

Case management is essential in catastrophic claims management. The HPP places emphasis on a consistent, cooperative
approach to catastrophic case management by MCOs and BWC. The MCOs have a designated core group of catastrophic
nurse case managers that are knowledgeable of the critical care needs and services required for catastrophically injured
workers.

During FY2016, BWC established policy that would increase the use of on-site case management services and became a
required component of the catastrophic case management model. This continues to be a focus. To illustrate the impact of
on-site case management, let’s look at a catastrophic injury that occurred this fiscal year. A young male worker sustained a
serious head injury, including skull fractures, many complex facial fractures and bilateral collapsed lungs after a blast explosion
at work. The MCO case manager was having difficulty communicating with the injured worker and his mother telephonically.
The case manager could not obtain information or establish any dialogue. The MCO made an on-site visit to the hospital to
meet with the injured worker and his mother. During the visit, the MCO established a relationship with the injured worker and
his mother. The MCO explained the workers’ compensation system to his mother, explained her role and reviewed available
services. The MCO reported the mother repeatedly expressed her gratitude and stated, “It's good to know that we are not in
this alone.” The on-site visit also allowed the MCO to talk with the injured worker and build trust. In this case, the MCO case
manager recognized the need for adjustment counseling. The case manager facilitated making arrangements for the counsel-
ing service to begin quickly. The counseling service helps individuals cope with traumatic incidents and injuries.
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In last year's HPP report, BWC provided an overview of the catastrophic claim program pilot that began in January 2013 and
concluded at the end of calendar year 2016. BWC selected Paradigm Management Services as the vendor through a request
for proposal process. As reported last year, the pilot concluded in 2016 after BWC's medical leadership determined not to inte-
grate the pilot model into the HPP system. The decision did not impact claims in active Paradigm management. At the end of
FY2018, there were 12 catastrophic claims that remained in active Paradigm management. Upon achievement of the clinical
outcomes for each injured worker, BWC will transition these claims to the MCO for continued management of the medical
portion. BWC anticipates the 12 claims remaining in Paradigm management will close during FY 2019.

Health and wellness program

Studies show wellness programs reinforce workplace injury prevention and enhance workers' compensation outcomes. Fur-
thermore, the future of workplace safety involves integrating employee's protection with health and wellness promotion. In
2017, BWC took steps to design a health and wellness program that benefits Ohio’s workforce by:

Preventing injuries by improving workforce health.
Potentially reducing the severity of an injury.
Increasing the speed of recovery.

P oonN -

Reducing time away from work due to an injury.

On Feb. 1, 2018, BWC launched Better You, Better Ohio!™ a health and wellness program designed to reinforce workplace
injury prevention and enhance workers' compensation outcomes. Active Health Management (AHM), a subsidiary of Aetna,
became the vendor for this initiative. Upon the start of this program, BWC offered this program to two distinct populations:

1. Workforce participants.
2. Invited injured workers.

At the start of the program, eligible workforce participants included those employees who:

1. Worked for an employer with 50 employees or fewer.

2. Were not offered nor participated in a health and wellness program.

3. Worked in high-risk industries such as agriculture, automotive and repair, construction, firefighters, health care,
manufacturing, police and public safety, public employer, restaurant and food service, transportation and trucking, trash
collection, and wholesale and retail.

In addition to this, eligible invited injured workers included those who:

Worked for an employer with a paid premium of $180,000 or less.
Did not participate in a health and wellness program.

Experienced a date of injury within in the last 12 months.

Had at least one identified comorbidity.

N I e

MCOs invite injured workers to participate after confirming they fit the criteria listed above. An addendum to the Exceptional
Performance Contract provided to the MCOs included incentivizing them $100 per referral. To count as a valid referral, the
injured worker must register to enroll as a participant on the AHM website. He or she also must complete the health assess-
ment provided. The MCOs must document through their notes that they had verified approval from the employer that the
injured worker may participate, they contacted the injured worker and the injured worker agreed to participate.

Prior to some late programmatic changes in October 2018, MCOs were to gain the consent from the employer for their injured
worker to participate. BWC has since eliminated this requirement.
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As of October 2018, programmatic modifications occurred to both participant groups. Everything remained the same for
the workforce participant group except the number of employees changed from 50 employees or fewer to 150 employees
or fewer. As for the invited injured worker, BWC eliminated the constraints of a date of injury within the last 12 months and
at least one identified comorbidity. The intent of these modifications is to widen the net to increase additional participation
among Ohioan’s. At this point, the number of eligible participants is 1,822. That includes 223 injured workers invited by MCOs
and 1,599 workforce members.

Transitional work grant and bonus programs

Transitional work grants provide a 3-to-1 matching grant to employers with more than 10 employees. Employers work with a
transitional work developer to develop customized policies and procedures, work with their union and establish a relationship
with health-care providers. Employers received job analyses performed in the job classification they select and training on
how to identify appropriate transitional work tasks workers can perform based on their medical restrictions. In 2016, the BWC
Board of Directors approved a change to OAC 4113-17-55 Transitional work development grant and performance bonus. The
change removed the requirement of a lost-time claim in the employer's experience to be eligible for a grant. This requirement
discouraged businesses from investing in a transitional work program. In addition, it did not align with BWC's goal and strate-
gies of early return to work.

Prior to the rule change, BWC saw a steady decline in the number of grants paid to employers. After the rule change, tran-
sitional work grants paid to employers increased 55.1 percent from the previous year. In 2017 employers’ interest in BWC's
Transitional Work Grant Program declined again. This decrease may be partly due to the introduction of a vast variety of new
grants BWC offers to employers. To infuse new life in the grant program, BWC will soon implement a change to the employer
policy eligibility. This is a transitional work grant policy change regarding the eligibility of combined and predecessorsuccessor
employer policies. Today, BWC excludes an employer’s successor policy number from participating in the grant program if the
predecessor policy number received a transitional work grant in the past. However, we learned that when a company changes
ownership, the transitional work grant program once developed becomes lost or typically does not transfer to the new com-
pany or new owner. According to Rule 4123-17-65(C)(3), an employer may be eligible for no more than one transitional work
program development per policy grant. Since the new company, which is the successor employer, receives a new policy
number, that policy number is eligible for a grant. This policy change coincides with a policy change recently implemented by
BWC involving the Transitional Work Bonus Program (TWBP). This program rewards employers with premium rebates for us-
ing transitional work by making accommodations for their injured workers with restrictions. In this program change, a policy
combined or transferred to a successor policy, becomes automatically enrolled or eligible to enroll in the TWBP.

Fiscal year Number of TW grants paid Loss/Gain Percentage change
2012 126 - -
2013 86 -40 -31.75%
2014 57 -29 -33.72%
2015 49 -8 -14.04%
2016 76 +27 +55.10%
2017 50 -26 -34.21%

BW(C transitional work developers develop the employer's transitional work grant program. The number of providers qualifying
to be a BWC accredited transitional work developer has gradually declined since 2015. This resulted in less providers available
to offer the grant development services to Ohio employers. A transitional work developer is a vocational rehabilitation case
manager, occupational therapist (OT) or a physical therapist (PT). Per 4123-17-55(A)(6), BWC must certify the provider as an
HPP provider. He or she also must have verified experience in developing transitional work programs or verified mentoring
experience with an accredited transitional work developer. In addition, the provider must complete a bureau-sponsored tran-
sitional work training prior to delivering transitional work programs.
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BWC presented a rule change to the BWC Board of Directors Medical Services and Safety Committee on Sept. 27, 2018. This
change proposed to eliminate the requirement that a transitional work developer be BWC certified. Certification of providers
allows BWC to pay a provider directly for their services. However, BWC provider enrollment typically does not individually cer
tify those OT and PT providers employed by a facility such as a hospital or rehabilitation company. These facilities are certified
and enrolled as the servicing and pay-to provider. Their OT and PT employees do not directly bill BWC, nor does BWC directly
pay these providers for services they render through the facility which employs them. Based on BWC's certification policy,
a provider’s certification lapses every 18 months for non-activity requiring extra work by the BWC provider enroliment to re-
certify these providers. In the case of this grant program, the employer pays the transitional work developer. The employer
receives reimbursement for the developer's services through their transitional work grant. Therefore, BWC would not require
certification.

A second change to the rule eliminates the requirement that a transitional work developer have experience in developing
transitional work programs or have mentoring experience with a developer of transitional work services prior to attending
the transitional work developer orientation course. OTs, PTs and case managers do not possess education in transitional
work development since this is a program and accreditation unique to BWC. Finding a mentor in the process of developing a
transitional work plan is difficult to coordinate. In addition, the pre-training requirement does not have relevance until after the
provider takes the BWC-sponsored Transitional Work Developer Accreditation Orientation Class. The goal of this rule change is
to allow more providers to be eligible to become a BWC-accredited transitional work developer while still providing the neces-
sary education needed to develop transitional work programs for Ohio’s employers. The chart illustrates the number of BWC
accredited developers by their licensure type per year.

Developer cert type counts by year

2012 2013 2014 2015 2016 2017 2018
Physical therapist 13 21 15 17 14 14 13
Occupational 13 16 10 12 13 13 10
g;eslzl:rllsatnagers 32 47 40 43 33 31 30
Totals 59 84 65 72 60 58 53

Transitional Work Bonus Program

Destination: Excellence is a bundle of programs that can help employers improve workplace safety, enhance injured worker
care and save money on workers' compensation costs. BWC created Destination: Excellence to give employers choices in
developing a comprehensive discount program. The program encourages employers to use BWC's valuable complementary
safety services and implement strategies that prevent injuries and can help their injured employees recover faster.

Since its introduction in July 2012, thousands of employers signed up for at least one of the safety or care programs of Des-
tination: Excellence, saving tens of millions of dollars through incentives. In the future, these employers may possibly save
much more when their premiums decline because of less accidents and lower claims costs.

One of the programs of Destination: Excellence, the TWBP provides up to a 10-percent bonus for using an established tran-
sitional work plan to return workers back to work. It is a yearlong program in which BWC evaluates all the claims with injury
dates that occur during the program period in which the employer participates. Employers must be willing to accommodate
the injured worker's restrictions with appropriate transitional work tasks when released to return to work by his or her physi-
cian before returning to full duty.
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BW(C calculates an employer’s performance bonus based upon the percentage of claims eligible and successful in transitional

work. BWC multiplies the percentage by a percentage of the employer’s pure premium. Below is a summary of the financial

successes employers participating in the TWBP realized since the program began in July 2012.

Destination: Excellence Transitional Work Bonus Program

Bonus period Eligible Employers Employers | Bonus amount Largest Employers | Employers

employers | with eligible | receiving a paid in the bonus paid to | receiving receiving
claims TW Bonus period employer over $5,000 10%

July 2012 PA 858 447 330 $3,086,602.13 | $138,284,66 205 225

January 2013 PEC 422 232 187 $1,943,678.91 $48,364.90 131 127

and PA

July 2013 PA 837 442 357 $3,749,979.77 $99,768.25 245 261

January 2014 PEC 587 349 291 $3,979,045.57 | $123,690.89 201 231

& PA

July 2014 PA 731 413 339 $3,135,625.37 | $121,059.63 249 245

January 2015 PEC (PA 454 259 195 $801,550.65 $47076.09 80 99

moved to July 2015)

July 2015 PA 1,326 587 490 $4,043,306.00 | $101,703.00 268 405

January 2016 PEC 172 113 98 $1,744,212.00 | $521,554.00 76 84

July 2016 PA 987 585 434 $3,981,098.00 $89,897.00 251 329

January 2017 PEC 188 114 94 $1,283,890.00 | $413,759.00 60 61

Total $27748,988.40

Employers participating in the program received substantial rebates on their premium for every year they participate in the
program. Many employers receive the full 10 percent. The results demonstrate a substantial return on their investment for

employers who invest in a transitional work grant program and participate in TWBP.

Employer TW grant BWC reimburse- Employer con- TW bonus TW bonus Return on
ment 75% tribution 25% payment investment
Paving company $7.800.00 $5,850.00 $1,950.00 10% $60,922.01 3024 %
Leasing company $1,620.00 $1,215.00 $405.00 10% $ 45,962.39 11248%
Construction company | $6,300.00 $ 4,725.00 $1,575.00 10% $33,683.88 2038%
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Medical-bill processing

ADR processing

Alternative dispute resolution (ADR) is a means of resolving disputes over medical issues that arise between the MCO, BWC,
employer, injured worker and/or provider. These issues arise from the MCQO'’s decision regarding a medical treatment reim-
bursement request.

BWC's ADR department oversees the medical treatment disputes process from appeal of the Request for Medical Service
Reimbursement or Recommended for Additional Conditions for Industrial Injury or Occupational Disease (C-9) to the Ohio
Industrial Commission’s (IC) staff hearing officer level outcome when the treatment may become payable.

On Nov. 15, 2016, BWC launched PowerSuite 7 BWC's new core integration combining BWC's claim and policy management
into one system. This change brought about a new ADR application for the MCOs. In the spring of 2019, BWC will upgrade
to the newest version of PowerSuite 8. The newly formatted screens will allow the PowerSuite user to personalize their work
while keeping the processes the same. This system increased the efficiency to track treatment reimbursement decisions ap-
pealed throughout the life cycle of the claim from creation to completion.

The case also interfaces with the IC to capture the case jurisdiction, venue location, notice of hearing date, proceeding type,
date and time of hearings, including cancellations and continuances. The MCO creates the exam scheduling case in the claim
when it determines to order an independent medical exam (IME) to reach the most appropriate decision. When the MCO cre-
ates the exam case through PowerSuite, BWC systematically sends the Claimant Notice of Exam letter to the claimant and
parties to the claim about details of the exam location, date and time. When the professional review is complete, the MCO
systematically submits the recommended decision to the dispute in Documents in PowerSuite. Twenty-four hours later, BWC
batches and mails the letter. This new system integrated more of the appeal process between BWC, the MCOs and the IC,
resulting in greater sharing of information and improved efficiency. The chart below illustrates the number of ADR order issued
per year. A single BWC order may contain multiple appealed issues. BWC must obtain an independent level of medical review,
which consists of either a file review or an IME.

The chart below demonstrates the number of appeals processed in relation to the number of IMEs scheduled in making a
determination.

Alternative dispute resolution

Calendar year ADR orders IMEs scheduled IMEs as a percentage of ADRs
2012 24,723 3,825 15.47%
2013 31,305 3,551 11.34%
2014 28,393 4,059 14.30%
2015 24,212 3,631 15.00%
2016 26,833 3,727 13.89%
2017 23,123 3,629 15.69%
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Adjustment and subrogation

BWC processed more than two million medical services and provider bills during FY18. Key supporting activities in the prop-
er payment of submitted bills are timely adjustments to payment errors. Adjustments can reflect either additional payments
to providers, as well as recovery of overpayments. During FY18, Medical Services processed more than 46,000 adjustments
with an average daily lag time of 5.4 days in adjustment. Additionally, during FY18, medical billing and adjustments recovery
recouped $17,357.20. As bill processing significantly improved, recoveries and overpayments decreased.

Medical Services remains responsible for the subrogation of Medicare Secondary Payor Act and the subrogation and reim-
bursement of private insurers such as United Healthcare (UHC) and Aetna. The division performs these efforts by working
with two vendors; one for each responsibility. During FY18, Medical Services worked with CGI Federal, the recovery vendor
for the Centers for Medicare & Medicaid Services (CMS). In February 2018, CMS awarded its new contract to Performant,
as its recovery agent. Medical Services works with Performant in the processing of Medicare's Conditional Payment Let-
ters (CPLs), Conditional Payment Notices (CPNs), Intent to Refer and Treasury Demands. During FY18, Medical Services
responded to 111 demands, while reimbursing $38,163 to Medicare and $131,669 to the Treasury.

Health Management Systems (HMS) is the recovery vendor for private insurers. HMS has a data exchange agreement with
BW(C to use the BWC's billing system to process those subrogated claims. During FY18, Medical Services reimbursed more
than 6,000 lines to UHC and Aetna, totaling $38,310.

Throughout FY18, Medical Services worked closely with IT to develop, test and implement a new Medicare tracking and
reporting system. BWC will interface this new system with PowerSuite to pull needed claims data into the tracker reducing
the time it takes for entry of the cases. This new system will also create a work list of assigned cases for staff to provide
better control of accomplishments.



Selected HPP measurements

All dollar amounts are shown in $1,000s.

The figures below are limited to the HPP

The table below reflects a historical trend of selected HPP performance data by Ohio fiscal year. Data for certain measure-

ment variables can differ based on the impact of new information received before or subsequent to the compiling of the data

for this report.

Table 1 Selected HPP measurements

Measurement FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY2018
Active employers (1) 227487 227370 225,466 225,513 219,840 219,092
Active claims (2) 316,935 306,268 294,326 288,379 262,781 250,211
FROI timing (3) 16.28 14.28 15.18 15.63 16.07 16.55
% of FROIs filed within seven 74.61% 75.94% 75.17% 74.38% 74.43% 72.29%
days of date of injury (4)

% of claims determined within 14 57.88% 5744% 55.02% 63.71% 71.12% 70.80%
days of filing date (5)

Bill timing (6) 86.28 76.01 7719 75.52 75.27 74.17
LDOS-MCO 71.19 61.98 62.86 61.59 61.43 60.28
MCO-BWC 6.53 5.46 5.82 5.47 5.32 5.36
BWC-MCO 716 718 721 715 721 720
MCO-Provider 1.39 1.39 1.31 1.31 1.31 1.33
Total regular medical payments (7) | 682,401 640,525 593,827 559,396 529,619 504,170
Payments for file reviews and 18,930 17754 17569 17410 16,165 17567
IMEs (8)

MCO fees (9) 169,815 169,581 170,688 169,229 170,797 170,755
Total medical payments, plus 871,147 827859 782,084 746,035 716,582 692,493
MCO fees

Total indemnity 1,062,656 1,048,049 1,019,954 1,009,016 925,928 925,358
payments (10)

Grand total (11)

Benefits paid (Total regular medi-

cal payments, plus MCO fees, 1,914,872 1,858,155 1,784,469 1,737641 1,626,344 | 1,600,283
plus total indemnity payments)

(1) Average number of employers in an active, reinstated or debtor in possession status assigned to an MCO during the time

frames noted.

(2) Average number of active claims (claims with a payment or application submitted to us within a specified length of time)
assigned to an MCO during the periods noted.

(3) Average time, in calendar days, from date of injury to the date BWC received a FROI for all FROIs received during the time

frames noted for claims assigned to an MCO.
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(4) Percent of claims assigned to an MCO where BWC receipt of the FROI is within seven calendar days from the date of
injury where BWC received the FROI during the periods noted.

(5) Percent of claims assigned to an MCO determined within 14 calendar days of the filing date where the determination was
during the time frames indicated regardless of date of injury or filing date. BWC considers a claim determined when we place
it in allow/appeal or disallow/appeal status.

During FY16, BWC expanded the list of diagnosis codes that are eligible for automatic claim adjudication. This contributed to
the increased percent of claims determined within 14 days.

(6) Average time, in calendar days, between the last date of service billed (LDOS) to a check issued to the provider for bills
processed by the MCOs. This does not include bills for prescription drugs processed through BWC's pharmacy benefits man-
ager. It is further broken down into the component steps of the process:

m LDOS-MCO: LDOS to MCO receipt.

m MCO-BWC: MCO receipt (for review and payment determination) to BWC receipt.

m BWC-MCO: BWC receipt (for review and final payment determination) to date monies are deposited into the MCQO's
provider account.

m  MCO-Provider: MCO receipt of the final payment information and monies to the MCO issuing the check to the
provider.

BWC bases the MCO-provider information on a desk audit of the MCQOs' check issuance timing, updated in CY2014.

(7) Payments for medical services made on claims assigned to an MCO during the time frames noted. Amounts include
payments on claims associated with bankrupt self-insured claims assigned to the MCOs. It also includes payments for pre-
scription drugs processed through BWC's pharmacy benefits manager. Regular denotes this category includes payments for
physicians, hospitals, therapies, diagnostic testing, etc. It excludes payments made for file reviews and IMEs requested to
facilitate administrative decisions in the claim.

(8) Payments made during the time frames noted for file reviews and IMEs requested to facilitate administrative decisions in
the claim.

(9) Payments issued to the MCOs during the time frames noted per the MCO Agreement for their services. BWC bases MCO
contracts on calendar years. Fluctuations in the amounts paid to the MCOs between fiscal years are attributable to several
factors, including:

B Changes in the overall amount available to the MCOs from year to year.
m  Timing of different types of payments (administrative payments are monthly, outcome payments are quarterly, and
in the past, we made exceptional performance payments annually).

(10) Payments for salary compensation made on claims assigned to an MCO during the time frames noted. This includes pay-
ments for temporary total, living maintenance, wage loss, lump sum settlements, etc. Amounts include payments on claims
associated with bankrupt self-insured claims assigned to the MCOs.

(11) Excludes payments for file reviews and IMEs as these are not benefits paid to or on behalf of an injured worker but are
conducted to facilitate administrative decisions in the claim.
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Division of Safety & Hygiene Financials

BWC's Division of Safety & Hygiene (DSH) budget appropriation for Fiscal Year 2018 (FY18) was $22 million. In addition to the
DSH operating budget, BWC appropriated:
m  $6 million for the Better You, Better Ohio!™ (BYBO) health and wellness program.
m  $875,645 for a safety advertising campaign.
m  $15 million for safety grants (safety intervention, firefighter, developmental disabilities, drug-free workplace training
and workplace wellness).

Additional funding came from:
®  Two federal Bureau of Labor Statistics (BLS) grants amounting to $195,104.
m A federal National Institute for Occupational Safety and Health (NIOSH) grant amounting to $200,000.
m A federal Occupational Safety and Health Administration (OSHA) On-Site grant amounting to $1,653,900.

The total premium assessment for DSH for FY18 was approximately $16.1 million. Table A describes FY18 premium assess-
ments according to employer type.

Table A: FY18 DSH premium assessments

Employer type Assessments ($)

Private $13,416,209
Public taxing districts $1,755,074
Public state $487979
Self-insured $487706
Total assessments $16,146,968

As of June 30, 2018, DSH disbursements and open encumbrances for safety services and programs amounted to about $22
million. This included about $735,000 in research grants to Ohio higher education institutions. Safety grants disbursements
and open encumbrances amounted to approximately $9.1 million. Disbursements and open encumbrances for the BYBO Pro-
gram and the safety campaign amounted to about $2.1 million. Disbursements and open encumbrances for the BLS, OSHA
On-Site and NIOSH federal grants amounted to about $1.9 million. DSH safety services and programs include:
m  Education and training services in 13 statewide locations.
Eighty-three safety councils across Ohio.
Ohio Safety Congress & Expo (OSC).
Safety grants.
OSHA On-Site Consultation Program.
Public Employment Risk Reduction Program (PERRP).
Field consulting services in occupational safety and health, industrial hygiene and ergonomics.
Specialized occupational safety and health, workers’ compensation and rehabilitation library services.
BYBO health and wellness program.
Ohio Occupational Safety and Health Research Program.
BLS Survey of Occupational Injuries and Ilinesses (SOII).
BLS Census of Fatal Occupational Injuries (CFOI).

Table B provides a general description of the DSH disbursements and open encumbrances as of June 30, 2018.

56



875'781'56$ | £29'159'18 |69z'se1Ls | vet0sts |v0s'2zhes [svo'sies |68l'svzLs |1se'066'izs |0z vels [vziors  [vecosits [o10'69zs [z8t'siots [ vis'ivs [ zev'oso'zs  [erseze'ts [ezaisoss [rovooetis |iezesses [E10} pueiD
L2108  |122'88 |08 08 0$ 08 0$ £66'9898 | 03 08 QLILvs | 1e6zls |0 0$ 89278 08 08 08 915029 fejoL
89/°C$ 0$ 0$ 0$ 0$ 0$ 0$ 89/°$ 0$ 0$ 0$ 0$ 0$ 0$ 89.'C$ 0$ 0$ 0$ 0$ dinbs JaYi0-6¢
dinba
08 0 0 08 0$ 08 0$ 08 0 08 08 08 0$ 0$ 0$ 08 08 08 0$ wghdo g
] ] ] \ dinba
8892618 |0 0 08 0$ 08 0$ 8892618 |0 08 889218 |08 0$ 0$ 0$ 08 08 08 0000818 ooid o6
0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ |H99Y/13onp3-9¢
» . . nadiay
0e0'0es |08 0 08 0$ 08 0$ 0e0'0es |08 08 080088 |08 0$ 0$ 0$ 08 08 08 0$ i
dinba
0% 08 05 o5 |os 0% 06 |os 05 |os 0% 05 |os 06 |os 0% 0% 0% 08 oo
872858 |1i2'8s8 |08 08 0$ 08 0$ 1058578 | 0% 08 08 1e6'21$ |08 0$ 0$ 08 08 08 9/G'0PY$ | SSIIUEA JOJOIN-ZE
dinb
08 0s 0s 08 0 08 08 08 0s 08 08 08 0 0 08 08 08 08 08 Juewdn>
S0O-1g
08 0 0 08 0$ 08 0$ 08 0 08 08 08 0$ 0$ 0$ 08 08 08 0$ Bullpuy poo.-0g
peL1s6'chS | v0'zes  |p0vs  |ok0'9s  |voszzies [os 613 OvLSELVS |Si5'6S  |vzi'ols  |sco'sss | L0068 |ele'szes |czLivis |ovevs'ls  |61'vels [sso'es  |coe'oszs  |esi'iozes fejoL
YOLSYB0IS 8108 (698 (198 |v0SzTi'eS |08 08 9915818 (698 [rciols  [%ess  [sv$  ooss oS |sLo'tso’ls |08 03 769'$ WO'SELS | a0 frouoorgy
5
608 |08 0 Jos fos 03 0s w60 |05 |08 oz fos o8 ozUes |sevees  |0$ 6e8s |01z 85978 Bt
osizies  |eshls (6098 |osis  |os 08 613 616%65€S  |OLIS 0% arss  |esss  |wors |ow'es  |oss'sis peeoss  [1.5'ss  |ser'Lis 080'0628 SMS
/SPO0DIALSIL2
002788 |0$ 0 08 0$ 08 0$ 9002788 |0 08 08 08 966$ 0$ soe'sies  |ose'ss  |os 05 9v8'705$ Sleluey-/2
IWe'eE9s | 950'S |08 08 0§ 03 0§ %8829 |03 03 orz'ees [l0ss  |aveTs |0 |eeeTs 601'9v$ |03 €62665 (8552098 | moucucimenros
0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ 0$ sann/en4-Gg
aveees  [2vls [sses | o0s 0$ 0§ 0$ sievles  [sees  [os £056 (80028 |zzLvs  |9ovls  |zezes 860'78 (86218 |865'28% SOV 2413 Lo
oves9s  |evivs  |os 08 0$ 08 0$ £0z698 | 0% 08 ors S8 |9s8'98  |/8v'9LS |es6'vTs 3 08 08 sigmg | O
0c0'88ls | ivvoss  |eorzs |whiss  |os 08 0$ 060'671S  |69278 0% 0I6lS  |ziiTs  |verels  |ecvs  |vveivs 61018 |szos 162'5v$ 61593 lene1L-€Z
000'688  |60Z0LS |08 08 0 08 08 1eeess |0 0§ 698'GS  |evS'lS  |sL9'€s |08 LS 6771 |08 001’998 |SLt'1S PN
191888 |eve'es  |ems  less  |os 08 0$ 100288 |ens o po6'6s | LpilS  |Szels |his'ees |zse'ss 660228 |sLs $90'778 882928 salddng-jz
q
£h07ss |08 08 08 0§ 08 0$ £h07ss |08 08 08 08 0§ o6 |ogiss o8 03 191$ 0s B
026'955'028 |S08's8'}$ [S61°1E1$ | ecvhis |08 Sho's/88 |0LL'ShT'HS [818'PLS NS | S61'1ENS |08 181'080'L$ | 8281028 [691'2828 |168'9z8 629058 |z8E'sel'S [SoL'vers |96L'ELO'NLS  |2Lv'hGes fejoL
q
Lgees  |ous |0 20e8 |08 0§ 0§ goL'ees |08 0§ sees |6z |olzs  |oees  [990')s 7881 |08 866'1$ sorvzs | e
15069878 |ezz0l$  |ovols [0s [0 cro's88 [021'GrT18 |6LL9LS  |0vSel$ |08 SGIS  |19918 [0S |26r'0I (0158 |1607ers |L9576S  |S88'l 6969 posep ]
60'01$ 0$ 092$ 1€.$ 0$ 0% 0% 8l1'6$ 092$ 0$ L' 0$ 0$ 03 0$ 665°¢$ el €ez'l$ 292'e8 SWIURAO-0)
£ez6v5'LLS |90v'sLr')$ [S6e'whLS | vor'ents |08 0$ 0$ 820'918'S1$ | S6E'PLLS |03 £95760'1S [S81'02S [c00'6LL8 | eov'zses [€s2Teys  |898'8v9s |9S7'00KS | 080'800'LLS | 2lv'ZL6$ lloihed-0}
%08) b1 (ssaiBuod
(%98) (%08) sayojew ysjew | poddng puB S|19UN0d | S8JIAIBS | SAJIAIBS
sjuesb juelb sjuesh juelb puny (sesyxa) puny yoal ® Kyajes) Bujures pue
Buipnjoul | [esapa) | [esepay | [esapay | sjuesb | ubjedwes -aJejs | peaysano -a)e}s | aoueinssy SUORUIAUOD pue | swesBoid | suoneynsuos | ujwpe
sl | VHSO | s18 | HSOIN | fwees | Aees | omag | seoL | 18 | Bumes | dqu¥3d | wHSO | Awenp | Awmeiqry | pue sbuges | uopeonp3 | yoeanno | pield foes | jueunuedag
($ ur sjJuswasingsig) sedueIquINoud uado pue sjuswasingsip aualbAH @ A18Jes Jo uoisiAlg :g d|gel




BWC's occupational safety and health services

DSH provides a variety of occupational safety and health services to Ohio employers and employees. Primarily, DSH's ser-
vices include safety education and training, safety councils, OSC, safety grant programs, BYBO, loss prevention consulting
services, PERRR the OSHA On-Site Consultation Program and library services. Table C provides general statistics about the
number of employers who benefited from these services in FY18.

Table C: FY18 occupational safety and health services statistics by policy type

Service type Private Public Statg Self-insured Marine Um_ieter—
employers employers agencies fund mined

Training and education 6,082 334 22 224 0 0 21| 6,683

0SC 2,327 267 37 331 1 0 28| 2,991

Safety council 6,849 966 6 395 0 1 51| 8,268

Safety grants* 244 294 0 0 0 0 3 541

Video library 893 104 9 73 0 0 1,083

Specialized field operations 3,202 574 28 204 1 0 27| 4,036

consulting - visit only

OSHA On-Site 540 0 0 0 540

PERRP field consulting — 10 203 5 9 0 0 0 227

visit only

BYBO 583 92 0 0 0 0 0 675

* = 593 grants awarded to 541 employers.

Education and training services

BW(C's safety education and training services include classroom and web-based safety courses.
BW(C offers classes covering:

B Industrial and construction safety.

®  Industrial hygiene.

B Ergonomics.

m  Risk and safety management.

Course completions for classroom, web-based and on-site training totaled 18,554 completions by 11,714 students, represent-
ing 6,683 employers. BWC offered 96 courses through 407 classes at 13 locations. These classes resulted in 7958 comple-
tions by students representing 3,186 employers. Field staff conducted 62 additional on-site classes, resulting in 1,012 comple-
tions by students representing 203 employers. BWC's learning management system offered 17 online courses, resulting in
9,584 completions by students representing 3,854 employers.
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Safety Council Program

Through monthly meetings, the Ohio Safety Council Program provides a forum for more than 8,200 Ohio employers for
promoting:
m  Occupational safety and health.
m  Loss prevention.
B Workers' compensation cost control and management.
B Health and wellness.
m  Networking.

BWC co-sponsors 83 safety councils throughout the state, organized through chambers of commerce, trade and manufactur
ing associations, safety education providers and other local community organizations.

BWC provided $1,053,550 million in subsidies toward the direct costs of these councils. In addition, BWC paid $9.3 million in
premium rebates to employers who met the safety councils’ enrollment, active participation and performance requirements.
Beyond subsidies and rebates, BWC presented awards to about 4,500 employers through a program to recognize companies
for their efforts in injury and accident prevention. Safety councils held 1,200 meetings during FY18.

Ohio Safety Congress & Expo

The annual OSC continues to be the largest occupational safety and health state conference in the United States. This year's
safety congress hosted a record number of participants, 8,155 individuals, representing 2,991 Ohio businesses. The free,
three-day event offered general sessions, workshops, lectures, panel discussions, simulations and demonstrations. Addition-
ally, the event featured an exposition marketplace and a Safety Innovation Awards Program with cash awards for top contend-
ers. The safety congress also co-hosted the third annual Ohio Workers’ Compensation Medical & Health Symposium. This
program offered educational sessions on the comprehensive care of injured workers for physicians and health-care providers.
The symposium also introduced a track of sessions specifically designed for office support staff.

A record-setting 273 product and service providers participated in the exposition, which sold out for the fourth year running.
They provided $356,226 in event revenue to BWC. These providers displayed the latest advances in safety and health training,
equipment, technology and services. Local and national experts presented 200 educational sessions and workshops.

Of those who attended safety congress, 93 percent indicated they were completely satisfied or satisfied with the event. In
addition, nearly 85 percent indicated they intend to participate in the future. Furthermore, OSC offered16 types of continuing
education credits for professional development and professional certifications. These included certified medical education
credit for physicians, chiropractors and health-care providers.

Safety grant programs

The primary focus of BWC's safety grant programs is to assist employers in managing the financial costs associated with
implementing safety measures to prevent accidents and injuries in the workplace. Another major goal is to establish safety
best practices in the field of occupational safety and health.

The grant programs include the Safety Intervention Grant (SIG) Program, the Firefighter Exposure to Environmental Elements
Grant (FEEEG) Program, the Employers Working with Persons with Developmental Disabilities (EVWPDD) Grant Program, the
Drug-Free Safety Program (DFSP) Grants and the Workplace Wellness Grant Program (WWGP). In FY18, BWC awarded 593
grants totaling $9,127,504 to 541 employers.
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Safety Intervention Grant Program

The SIG Program, now in its 19th year, provides financial assistance to employers to purchase equipment to make their work-
places safer. The program provides 3-to-1 matching funds, up to a maximum of $40,000, per an employer's eligibility cycle. The
total payroll report for the last full policy year determines the eligibility cycle for an employer. Employers can only use funds
toward the purchase or improvement of equipment to significantly reduce or eliminate hazard exposure and thereby, the risk
of injury. The program requires employers to evaluate their interventions and share their results with BWC.

In FY18, BWC awarded 263 SIG grants totaling $6,364,859 to 259 employers. In comparison, BWC awarded 492 SIG grants
totaling $12,273,706 to 471 employers in FY17 Most employers who participated in the program were in the manufacturing
(22 percent), townships (18 percent) and construction (11 percent) industry sectors.

To establish industry best practices in occupational safety and health, employers receiving grant funds through the SIG pro-
gram must provide one yearend case study and provide quarterly reports to document their experience with the equipment
purchased through the grant. BWC uses the collected data to establish baseline best practices in safety, advance knowledge
in occupational safety and health, and benefit other employers with similar hazards at their workplaces.

Last fiscal year, 315 safety grant companies completed their one-year cost benefit analysis report. These companies reported
$3,166,257 in annual productivity savings, $1,117138 in annual claim cost savings and $1,540,178 in other savings (quality,
absenteeism, etc.). The return on investment on the cost of the interventions based on this reported information is 2.2 years.

Firefighter Exposure to Environmental Elements Grant Program

BWC implemented the FEEEG Program on July 1, 2017 BWC uses the FEEEG Program to partner with Ohio employers to
minimize exposure to dangerous environmental elements. The program is available to eligible Ohio employers who wish to
purchase diesel exhaust systems, extractors/washing machines for turn-out gear, hoods with barrier protection and washable
gloves for optimal protection against these exposures.

Qualified employers with payroll equal to or greater than $500,000 are eligible for a 5-to-1 matching grant, up to a maximum
grant award of $15,000, for the duration of the FEEEG program. This means BWC gives $5 for every $1 the employer con-
tributes. Qualified employers with payroll less than $500,000 are eligible for a $15,000 grant for the duration of the FEEEG
program. There is no match to the grant for payroll less than $500,000.

In FY18, BWC awarded 237 FEEEG grants totaling $2,412,049 to 235 employers.

Employers Working with Persons with Developmental Disabilities
Grant Program

BW(C introduced the EWPDD Grant Program on July 1, 2017 BWC uses the EWPDD Grant Program to assist Ohio employers
with ensuring the safety of their staff when carrying out the services they provide to developmentally disabled children and
adults. The program is available to eligible Ohio employers who wish to purchase training and/or equipment to substantially
reduce or eliminate injuries to employees who work with developmentally disabled children and adults.

Qualified employers may receive up to $20,000 with a 5-to-1 match for equipment or no match for training for the duration of
the EWPDD Grant Program.

In FY18, BWC awarded 16 EWPDD grants totaling $211,848 to 15 employers.
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Drug-Free Safety Program Grant

DFSP is BWC's voluntary safety program developed to address workplace use and misuse of alcohol and other drugs. It's de-
signed to help state-fund employers more effectively prevent on-the-job injuries and ilinesses by integrating drug-free efforts
into their overall workplace safety program. DFSP can help employers achieve both long-range safety and cost-saving benefits.

In FY18, BWC awarded 14 DFSP grants amounting to $13,648 to 14 employers. In comparison, in FY17 BWC awarded 30
grants amounting to $34,698 to 29 employers.

Workplace Wellness Grant Program

Designed to assist Ohio employers with the development and implementation of workplace wellness programs, the WWGP
is now in its sixth year. The program’s goal is to control the escalating cost of workers' compensation claims through address-
ing health-risk factors. The WWGP's collateral goals are to reduce health-care costs for employers and improve the health of
the workforce.

Participating employers may receive $300 per participating employee during a fouryear period, up to a maximum amount of
$15,000 per policy. Employers participating in the WWGP must use wellness grant funds to conduct health-risk assessments
(HRAs), biometric screenings and subsequent activities designed to address the results of the HRAs and biometric screen-
ings. Participating employers receive grant funds after completing the HRAs and biometric screenings, and providing BWC the
aggregate results of the HRAs and biometric screenings of the participating employees.

During FY18, BWC approved 24 employers to participate in the WWGR bringing the participating employers' total to 370. BWC
gave $125,100 to 63 employers in the program during FY18.

Loss prevention operations

Loss prevention operations comprises the three safety and health consulting units and the quality assurance and techni-
cal support unit. Two of the consulting units serve specific employer populations while the third serves all employers. The
three collaborate to provide industrial and construction safety, industrial hygiene and ergonomics services that help employ-
ers develop and become self-sufficient in managing their own safety and health processes. These services include hazard
identification, risk assessment and mitigation, safety programming and management system development, training, and the
introduction of safety and health interventions in the workplace.

OSHA On-Site Consultation Program

The OSHA On-Site Consultation Program is 86-percent funded by a federal OSHA grant amounting to $1,676,000. BWC funds
the remaining 14 percent ($266,657). BWC distributes this money during the federal fiscal year.

The program provides highly specialized services to relatively small employers (work sites with fewer than 250 employees)
in high hazard/risk private industries. The program also administers the Safety and Health Achievement Recognition Program
(SHARP). This OSHA cooperative program provides recognition and exemptions for small employers with exemplary safety
and health management systems. During FY18, 11 SHARP participants renewed their participation in the program and three
new employers became participants in SHARP There are 28 employer sites in the Ohio SHARP

Program field consultants conducted 929 visits to workplaces throughout Ohio belonging to 540 employers with 121,867
employees. There were 4,183 hazards discovered, including 3,266 serious hazards. Employers corrected these serious haz-
ards and eliminated the risks for injury among employees. In addition, the program provided on-site safety training for 3,198
employees.
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Public Employment Risk Reduction Program

PERRP governing statutes in Ohio Revised Code (ORC) chapter 4167 ensure public employees in Ohio have safe and health-
ful working conditions. PERRP adopts and enforces occupational safety and health standards, and conducts enforcement
inspections and investigations to ensure compliance. PERRP also provides free voluntary compliance assistance services that
explain regulatory requirements and raise awareness of occupational injury and illness risk factors and strategies to reduce
risk. At the 2018 OSC and throughout the year, PERRP celebrated the 25th anniversary of the program with an expanded
outreach effort focusing on assisting high risk public employers.

During FY18, PERRP provided 579 on-site services to 227 employers and provided valuable occupational safety and health
information to 235 unique employers through 549 virtual consultations. Staff conducted 159 enforcement visits and provided
420 compliance assistance activities that resulted in the correction of more than 1,500 workplace hazards.

PERRP completed the five-year rule review of Ohio Administrative Code (OAC) chapter 4167 during 2018. The following are
highlighted rule amendments:
B Added new definitions.
B Reorganized the list of all adopted OSHA standards.
m Changed the reporting of catastrophic injuries to include reporting of incidents resulting in hospitalizations,
amputations and loss of an eye.
m  Added compliance assistance inspections to the list of inspections and investigations.

PERRP supported other DSH programs by assisting 63 public employers enrolled in the Industry-Specific Safety Program
(ISSP) and provided these employers with risk reduction services that qualified for 103 ISSP activity credits. During FY18,
PERRP also helped 10 public employers with SIG applications and associated visits.

Specialized field operations consulting services

Specialized consulting services provided through local loss prevention offices help employers:
B Implement safety programs.

Identify workplace ergonomics, environmental and physical hazards.

Develop and execute hazard abatement plans.

Establish workplace safety and ergonomics committees.

Use the BWC safety grant programs.

These field activities include thousands of noise surveys for hearing protection, air quality sampling, ergonomic surveys
and safety audits in workplaces throughout Ohio. In FY18, BWC's field operations consultants made 10,528 visits to Ohio
workplaces belonging to 4,036 employers. They provided consulting services in industrial hygiene, industrial and construction
safety, and ergonomics.
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Quality assurance and technical support unit

BW(C's quality assurance and technical support unit provides specialized technical support to BWC loss prevention operations
staff in these areas:

® Industrial and construction safety and health.

m  Ergonomics.

®  Industrial hygiene.

The technical advisors serve as subject matter experts in establishing, developing and maintaining policy relative to the BWC
safety programs and services. These include rebate and grant programs such as the ISSRE DFSPE SIG Program and WWGP They
also serve as liaisons to external organizations such as ASTM Committee F48 on Exoskeletons and Exosuits, AWS Committee
SH1 - Fumes & Gases and the CPWR/NIOSH Research-to-Practice partnership.

The unit assists loss prevention operations management staff with reviewing job applications, interviewing candidates and
mentoring new safety, ergonomics and industrial hygiene field consultants as well as assuring the quality of loss prevention
service delivery and work products. They also arrange professional development events and discipline-specific staff meetings.
In addition, they lead special projects and safety initiatives, serve as safety congress liaisons, coordinate DSH participation at
the Farm Science Review and review Safety Innovation Awards applications to determine semi-finalists.

This unit also maintains and updates the specific safety requirements codes in the OAC. In FY18, none of the codes applicable
to all workshops and factories were scheduled for review. The rule review cycle resumes in FY19, with recommendations
due for first (committee) and second (Board) readings in June and July 2019, respectively. The unit partners with internal and
external stakeholders to disseminate information on new advancements in safety research, consulting tools, standards and
technology. Finally, the technical advisors provide technical support for the development and revision of:

®  The safety portion of the BWC website.

m  Safety publications.

B Training courses.

B Presentation modules.

The technical advisors also teach several occupational safety, ergonomics and industrial hygiene courses.

Industrial hygiene instrument laboratory

BW(C's industrial hygiene instrument laboratory provides a variety of support services to BWC consultants. The laboratory han-
dles the inventory repairs, maintenance and calibration of more than 900 measurement devices and tools used by DSH staff.
Last year, the laboratory performed certified calibration of 755 devices, with estimated savings of approximately $125,360.

Industrial hygiene analytical laboratory

BWC industrial hygienists, working with an accredited external laboratory, coordinated 9,604 specialized analyses of air quality
samples to measure workers' exposures to a variety of chemicals at over 342 Ohio workplaces.
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Library services

The BWC library offers access to information, training materials and videos and experienced librarians to help employers with
their workplace safety and health activities, workers’ compensation and risk management, and rehabilitation. In addition, BWC
librarians provide training on researching web-based and media resources for safety and health, rehabilitation and public safety
information. Additionally, the librarians provide support to the BWC research and development department and researchers.
They do this by conducting specialized and detailed literature searches in a variety of literature databases and resources along
with preparation of literature summaries. BWC's library is the only library of its kind in Ohio and among a few in the nation
with such specialized services.

Library resources include:
m  Safety codes and standards.
Sample charts, forms, templates and written safety programs.
Chemical safety information.
Occupational disease and injury management.
Research studies and statistics.
Training resources.

Historical BWC materials.

Customers of the library services include private businesses, local and state government entities, attorneys, health-care
professionals, researchers, representatives of business and labor trade organizations, and students, as well as the public and
BWC employees. The library’s book collection is part of the statewide OHIOLINK library network. This year the library circu-
lated 2571 books and 763 periodicals, acquired and furnished 1,638 scientific articles to customers, and provided 558 detailed,
specialized reference and literature search services.

The video library houses a video collection, which includes 847 workplace safety and health DVDs and training aids, including
many titles in languages besides English. The library is a convenient and popular source for Ohio employers to obtain quality
workplace safety and health training aids for their employees. The video library has partnered with a streaming video vendor,
offering 265 titles in electronic format for Ohio employers. This year, the video library circulated 4,485 DVDs to 756 employers.
In addition, 435 employers and their employees accessed 14,315 online safety and health streaming videos.

Better You, Better Ohiol™

BWC's BYBO program, offers health and wellness services to Ohio workers and injured workers that do not have access to
these services through their employers. The program began in FY18, serving specified segments of injured workers and work-
ers working for small employers in high-risk industries.

The objective of the BYBO program is to provide health and wellness resources and services to the workforce in Ohio to
improve their health and safety. The program aims to prevent injuries, reduce absenteeism, reduce severity of injury, increase
speed of recovery from injury and reduce time away from work due to injury. This in turn will reduce the costs associated with
workers’ compensation and medical insurance. The program services include:

B Online health assessments.
Biometric screening.
Interactive, digital health and wellness coaching modules.
Online health, wellness and nutrition training resources.
Health and wellness mobile application.
Specialized lifestyle and disease management coaching.

Nurse line services.
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BWC implemented BYBO in February 2018. From that time through the remainder of FY18, 1,309 total workers from 675
employers requested to enroll in the program, with 152 of those being injured workers. Of these, there were 802 active
members in the program at the end of FY18. These active members engaged in online coaching, biometric screening and/or
a health assessment.

New DSH initiatives for FY18 and FY19

DSH began several new initiatives in FY18 and FY19 to continue to improve occupational safety and health services to Ohio
employers and employees.

In FY18, DSH continued the Safety Leaders Fellowship Program, piloted in FY17 The objective of this program is to provide
recent college graduates in the fields of occupational safety and health, engineering, industrial hygiene, and/or or physical/
natural sciences an opportunity to receive on-the-job training to build a professional career in the fields of occupational safety
and health, ergonomics, industrial hygiene and risk management. Since its implementation, the program has gained much
interest from other BWC divisions and state agencies to serve as a model for recruiting new college graduates to work in
state public service.

BWC hired six fellows in FY17 As of the first quarter of FY19, two of the first group of fellows have accepted employment
offers in the fields of occupational safety and health at organizations outside of BWC. Four of the fellows have accepted full-
time employment offers from BWC. DSH expects a second group of fellows to begin employment at BWC by the end of the
2018 calendar year.

Starting in FY18 and continuing into FY19, BWC is investing $2.5 million to fund a statewide safety awareness and educational
campaign to prevent injuries caused by slips, trips and falls, overexertion and motor vehicle accidents. Injuries associated with
these causations account for more than 60 percent of workplace injuries. BWC developed the campaign in conjunction with
Fahlgren Mortine. The effort includes television, online and mobile advertisement as well as training resources that address
safety at home and at work. The campaign uses a classic symbol of protection, guardian angels, and humor to prompt Ohioans
to think about their own safety at work and at home.

As of July 2018, PERRP launched the new Safety Partnership Agreement (SPA) program designed to recognize and partner
with public employers that maintain an exemplary safety and health program. Public employers interested in SPA will apply to
PERRP. Employers who are approved:

m  Will become a leader in their industry and attract skilled workers.

m  Can lower workers' compensation costs and increase productivity.

m Wil receive recognition from PERRP for their achievements.

m  Create a better, safer, healthier environment for their workers.

In October 2018, BWC joined OSHA and Ohio’s craft brewery associations to form the Ohio Craft Brewery Alliance to elevate
workplace safety among employers and employees working in Ohio’s expanding craft brewery industry. The alliance’s goal
is to raise awareness about safety and prevent injuries by developing safety education and training resources specific to the
industry. Industry partners include the Ohio Craft Brewers Association, the Master Brewers Association of the Americas and
the Brewers Association. BWC will connect participating breweries to the array of safety resources and programs available
through DSH and the OSHA On-Site Consultation Program.

In FY19, BWC is partnering with the Ohio Department of Developmental Disabilities (DODD) to provide online web-based
training courses targeted toward workers who provide care to disabled adults and children. BWC and DODD will work with
supplier Elsevier to provide access to quality online training. Training includes skill development and safety and health training
modules to employers and employees of direct service providers caring for disabled children and adults. BWC is sharing the
cost of the Elsevier license. BWC will contribute $134,519.34 or a 46 percent share of the services.
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Also, beginning in FY19, BWC is expanding its safety grant program to improve safety in law enforcement agencies, schools
and state agencies. In FY19 through FY20, BWC will set aside $4 million each for safety grant funding for Ohio police depart-
ments and schools, in addition to $2 million for state agencies.

In collaboration with the Office of the Ohio Attorney General, BWC developed the Ohio Law Enforcement Body Armor Grant
Program in September 2018. The program provides money to eligible law enforcement organizations for the purchase of
body armor vests. An eligible local law enforcement agency may request up to $40,000 of grant money during FY19 for the
purchase of body armor vests, with a local match of 25 percent. The Office of the Ohio Attorney General of Ohio administers
the program with oversight by BWC.

DSH is working with stakeholders, including the law enforcement community, the Ohio Department of Public Safety and the
Ohio Homeland Security's Center for Safety & Security on designing and launching a grant program for improving the safety
and security of schools. DSH wiill also work with state agencies to help develop innovative ways to promote safety among
the businesses they work with. This work with the stakeholders will determine how they can best spend the grant funding to
meet their needs and to structure the programs to have the maximum amount of impact.

Research activities and initiatives

DSH administers the Ohio Occupational Safety and Health Research Program. The program is a competitive research pro-
gram. It emphasizes maximizing the impact of research efforts in the areas of occupational safety and health on the overall
safety, health, productivity and competitiveness of Ohio's workforce. BWC modeled the program, with minor modifications,
after the NIOSH National Occupational Research Agenda (NORA). The program provides funding for research projects, up to
$250,000, per project. BWC limits the duration of each research project to 12 to 24 months.

The program is an open competition for researchers in Ohio’s not-for-profit higher education institutions and research organiza-
tions. BWC funded three projects in FY18 addressing the following research areas:
m  Designing an organic grain dust simulator to better understand environmental health concerns of on-farm grain
storage facilities and improve farmer respiratory protection practices.
®  Biomechanical evaluation of exoskeletons for overhead occupational tasks.
B Assessing the potential of exoskeletons for Ohio industries.

BW(C released new, interactive web-based guidelines for evaluating back and shoulder injury risks associated with job-related
pushing and pulling tasks. BWC's Ohio Occupational Safety and Health Research Program funded the development of these
guidelines by the Spine Research Institute at The Ohio State University. Based on biomechanics instead of psychophysics, the
guidelines protect workers' shoulders as well as the low back.

In FY18, BWC and NIOSH continued to collaborate and use their respective strengths and resources on projects that improve
public policy. BWC and NIOSH achieve this goal by using workers’ compensation data as part of research that informs public
policy for preventing occupational injuries and illnesses and improving workers’ compensation systems.

During FY18, BWC renewed a grant from the Centers for Disease Control and Prevention to expand efforts to study injury
trends using workers’ compensation data. The cooperative agreement compiles, analyzes and disseminates workers’ com-
pensation data to promote the prevention of occupational injuries, illnesses, fatalities and exposures to hazards within Ohio
and throughout the nation.
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BWC and NIOSH co-authored a journal article published in January 2018 in the Journal of Occupational and Environmental
Medicine titled, “Applying Machine Learning to Workers’ Compensation Data to Identify Industry-Specific Ergonomic and
Safety Prevention Priorities.” This study leveraged data from BWC's claims and policy systems and used machine learning
techniques to target prevention efforts by injury causation and industry. The researchers developed injury causation auto-
coding methods to code more than 1.2 million BWC claims for the purposes of the study. The study ranked industry groups for
soft-tissue musculoskeletal claims that may have been preventable by eliminating ergonomic or slip/trip/fall hazards and risks.

Additionally, several safety and health experts from BWC serve on the NORA industry sectors and cross-sectors councils
assembled by NIOSH. NORA councils bring together occupational safety and health research leaders with representatives
from businesses and industry and labor organizations to define the national occupational safety and health research needs

and priorities in the various economic sectors.

Survey of Occupational Injuries and llinesses

BWC renewed the cooperative agreement with the BLS for the SOII for FY18. The survey is the only comprehensive measure
of work-related injuries and ilinesses in U.S. workplaces. The agreement allows BWC to continue to administer the survey in
Ohio.

The BLS developed this federally mandated survey as part of the Occupational Safety and Health Act of 1970. The BLS pro-
vides 50 percent of the funding and BWC provides 50 percent.

The survey provides information on the number and frequency of non-fatal injuries and illnesses occurring in workplaces. It
also provides demographic and case characteristics information for serious injuries requiring time away from work. The BLS
uses the information gathered through this report to generate state and national benchmarks for incidence of occupational
injuries and ilinesses. The report is a valuable research tool for the development of prevention policies and training toward
improving safety standards in workplaces at both state and national levels.

The survey gathered data on occupational injuries and illnesses for the 2017 calendar year. The BLS randomly selected 4,600
establishments (both private and public) as a representative sample for the entire Ohio workforce. The survey achieved a
97-percent response rate with more than 5,300 cases of occupational injuries and illnesses reported. This number includes
a sampling of cases with job restriction and transfer and all recordable cases involving days away from work. BWC coded all
reported cases using the Occupational Injury and lliness Classification System and the Standard Occupational Classification
System for comparison and analysis.

The BLS and BWC will make comprehensive statistics and publishable data available to the public later this year. In preparation
for FY19 survey cycle, the BLS pre-notified 4,641 establishments of their inclusion in the SOIl program. The FY19 survey will
gather occupational injury and illness data for the 2018 calendar year.

Last year, the program successfully published the survey statistics available from the BLS survey for calendar year 2016 for
Ohio. Results from the survey for the past two years show lower incidence rates of occupational injury and illness in Ohio in
comparison to the nation and Ohio’s neighboring states.

To ensure accessibility of the survey data, BWC created a webpage for the program at www.bwc.ohio.gov. BWC updates the
page with educational articles on safety and prevention using results from the survey.

The department facilitated two educational presentations related to the SOIl at the 2018 OSC. The first presentation provided
information on occupational injury and illness statistics in major private industry sectors in Ohio from 2013 to 2016 using data
from the SOII and other sources. The second presentation provided information on injury and iliness statistics in the Ohio
health-care industry. BWC will offer these presentations and more at the upcoming 2019 OSC.
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Census of Fatal Occupational Injuries

BWC renewed a grant from the BLS to administer the CFOI program in Ohio for FY18.The grant is under a cooperative agree-
ment between BWC and the BLS. It requires commitment from both agencies to split the cost of administration equally
with the expectation that the parties will meet all defined deliverables within the agreement. CFOIl is an occupational health
and safety surveillance program. It's designed to identify, verify and meticulously document important variables associated
with cases of fatal occupational injuries with the goal of providing robust and aggregated statistics. The program produces
comprehensive, accurate and timely counts of fatal workplace injuries at state and national levels. CFOI runs on federal-state
collaborative efforts. Since 1992, all 50 states and the District of Columbia have implemented CFOI.

CFOl is the most complete count of fatal occupational injuries in the United States. The census uses multiple data sources
such as death certificates, workers' compensation reports, media reports and federal and state agency administrative re-
ports to identify and verify fatal occupational injury cases. BWC obtains information about each workplace fatal injury such
as deceased worker's occupation and other characteristics, equipment involved and causation variables by cross-referencing
multiple sources of information. BWC substantiates all cases included in the census with at least two independent source
documents or a source document and a follow-up questionnaire.

The BLS designed the census to provide information on rate and number of fatal traumatic occupational injuries occurring in
workplaces across the nation. It also provides demographic and case characteristics details on fatal workplace injuries. The
BLS uses information acquired through the census to estimate benchmarks for incidence of fatal injuries in workplaces at
state and national levels. It also provides industry and occupation-specific information that serve as tools for developing and
evaluating:

m  Occupational safety standards.

m  Preventive interventions.

m Policies.

m  Training toward improving safety in workplaces across the nation.

The FY18 census gathered data on all cases of occupational fatal traumatic injuries for the 2017 calendar year. The program
scope includes the entire workforce population in Ohio and the nation. It also includes cases of fatal occupational injuries that
occurred in Ohio within this time frame. BWC coded all identified cases using the Occupational Injury and lliness Classifica-
tion System and the Standard Occupational Classification System for comparison and analysis. The BLS and BWC will make
comprehensive statistics and publishable data available to the public later this year.

Results from this program expand BWC's research effort into occupational safety and health. It is also a resource for assess-
ing workplace safety in Ohio. In addition, it offers opportunities for identifying areas to further focus preventive efforts. BWC
renews the program annually and expects it to continue into the foreseeable future.
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Ohio occupational fatalities for calendar years
2013 through September 2018

Self-insured employers, private employers and government entities in Ohio report fatality claims to BWC. At the time of this
report, BWC had reviewed more than 750 death claims in calendar years 2013 through 2018, including 70 work-related injury
fatalities (excluding occupational disease-related fatalities) in calendar year 2017 Of these:

m  Fifty-five workers died on the date of their injury.

m  Ten workers died after the day of their injury in calendar year 2017;

m  Five workers died in calendar year 2017 from injuries sustained in a previous calendar year.

There were 28 occupational disease (OD)-related fatalities in 2017.

Below is an analysis of work-related injury fatalities reported to BWC during calendar years 2013 through September 2018.
The focus of this analysis is on fatalities that occurred in 2017 The analysis does not include fatalities that resulted from ODs
or those in which the death was not determined to result from the occupational injury.

Figure 1 provides a general overview of occupational injury fatalities in Ohio for 2013 through September 2018 (excluding
occupational disease fatalities).

For each year, the chart depicts:
m  Fatalities where the worker died on the date of injury.
m  Fatalities where the worker died on a date after the date of injury during the same year.
m  Fatalities where the worker died in that year from injuries sustained in an earlier year.
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Figure 1: Ohio occupational injury fatalities (excluding OD fatalities) for calendar years 2013 through September 2018

Generally, occupational injury fatalities in Ohio have followed a downward trend. However, there was an increase from 60
fatalities in 2016 to 70 fatalities in 2017 Calendar year 2016 had the lowest number of fatalities among the six years included
in the analysis.
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2017 fatalities according to source of injury/illness (causation)

Figure 2 provides a summary of the primary causations for the fatalities from occupational injuries and ODs for calendar year

2017 The chart depicts the number and percentage of fatalities for 2017 grouped by causation. BWC determines fatality causa-

tions by various criteria, primarily based on a review of:

First Report of an Injury, Occupational Disease or Death (FROI) documents.
Medical records.

Coroner reports.

Police reports.

Ohio Industrial Commission determinations.

U.S. Department of Labor data.

Physician reviews.

Other BWC determinations.

Workplace Other, 6
violence, 6 6%

Struck by object, 6%

M Transportation-related, 34 M Occupational disease, 28 M Fall or slip, 12

M Struck by object, 12 M Workplace violence, 6 H Other, 6

Figure 2: Calendar year 2017 fatalities by causation

In Ohio, transportation-related accidents continued to be the leading cause of non-OD work-related fatalities in 2017
These accidents increased from 30 in 2016 to 34 in 2017 a 13.3-percent increase. Of these transportation-related injuries:

Twenty-four workers died in motor vehicle accidents as a driver or passenger.
Five workers died when a vehicle struck them while working on or by a roadway.
Three workers died as pedestrians hit by a vehicle.

One worker died in an accident related to forklifts or construction equipment.
One worker fatality involved a train.

The second leading causes of fatalities in Ohio for 2017 were slips and/or falls, and being struck by an object. These two types

of accidents caused 12 fatalities each. Compared to 2016, fatalities from slips and/or falls remained the same for 2017. How-

ever, fatalities from being struck by an object doubled in 2017 from the six recorded in 2016.
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The remaining coded causations for calendar year 2017 non-OD work-related fatalities are as follows:
m  Six workers died because of workplace violence.

Two workers died because of engulfment.

One worker died from being caught in, on or between a machine or machine parts.

One worker died because of electrocution.

One worker died because of an animal/insect attack.

One worker died because of an explosion/flareback.

OD-related fatalities decreased from 41 in 2016 to 28 in 2017 This is a 31.7-percent decrease.

2017 fatalities according to industry sector

Figure 3 depicts the number of fatalities by industry sector from 2013 through September 2018.
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Figure 3: Fatalities by employer industry sector from calendar year 2013 through September 2018

The industry sector with the most fatalities in 2017 was the construction sector with 19 fatalities, compared to 16 in 2016. The
primary cause of these fatalities was slips and/or falls.

In 2017, the service and office work/miscellaneous industry sectors had the second highest number of fatalities, nine each,
compared to 12 in 2016 for the service sector and three in 2016 for the office work/miscellaneous sector. The leading cause
of fatalities in the service sector was workplace violence and the leading cause for the office work/miscellaneous sector was
motor vehicle accidents. The commercial industry sector had the fourth highest number of fatalities in 2017 with eight fatali-
ties, compared to six in 2016.

The transportation sector is trending in a positive direction. The data represent a downward trend in fatalities in the transporta-
tion sector from a high of 19 in 2013 to a low of four in 2017 There were 10 transportation sector fatalities in 2016.The five-year
average number of fatalities in the transportation sector has decreased 9.38 percent from the 2012 to 2016 period compared

to the 2013 to 2017
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Letter from the Chairman

| am delighted to present the Ohio Industrial Commission’s (IC) Annual Report for Fiscal Year (FY) 2018.

Throughout the previous fiscal year, our agency has adjudicated more than 112,000 workers’ compensation
appeals throughout the state. Simultaneously, we implemented countless innovative ideas at a minimal cost.

This report is a snapshot of our agency’s accomplishments and demonstrates the IC is committed to being a
leader in customer service.

FY 2018 highlights include:

m  Biennium 2018/2019 was the fifth consecutive period where the total appropriation request was less than the
preceding biennium period.

B Budget stability continued as expenditures for FY 2018 totaled $46 million. This marks the sixth consecutive year
that expenses have remained between $45 million and $46 million despite mandated pay increases and rising fringe
rate costs.

B Maintained a consistent Administrative Cost Fund rate environment whereby assessed rates remained unchanged
for three risk groups. The rate increased modestly for one risk group.

B Exceeded the statutory threshold for expenditures directed toward certified Minority Business Enterprises for the
eighth consecutive year with a 33.5 percent rate.

m  Decreased mandamus complaints filed in the Tenth District Court of Appeals by 27 percent in FY 2017-18.

m  Embarked on a comprehensive review of the current Resolution Index, which documents IC policies, to determine
which, if any, resolutions we should amend or rescind.

m  Implemented electronic logging of access to confidential personal information (CPI) to ensure all accesses are valid.

m  Updated our policy addressing the disclosure of CPI. This enables the agency to timely notify persons of a disclosure
as well as to stop the dissemination of the disclosed information.

B Implemented case manager solutions for the hearing administration and Commission continuance/cancellation
processes.

m  Upgraded the Industrial Commission Online Network (ICON) to display the pre-hearing conference schedule on the
representative hearing calendars.

m  Rolled out new personal computers with faster processing speeds and enhanced security.

m  Replaced the representative and employer identification cards with new identification cards that you can save on a
mobile phone.

B Established connections for all IC offices to the Ohio One Network.

| look forward to new challenges and opportunities that come with each fiscal year.
In the future, the IC will continue to be dedicated to a simple objective: Manage our public funds in a
responsible, conservative manner while providing Ohio’s injured workers and employers with timely, impartial

resolution of their workers' compensation appeals.

Sincerely,

Tim Bainbridge
Chairman
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About the IC

Since 1912, the IC has resolved issues between parties who have a dispute in a workers' compensation claim. The IC con-
ducts more than 112,000 hearings each fiscal year. Most of these hearings take place within 45 days of the original claim ap-
peal. That means you may expect first-class customer service as the IC provides a forum for appealing BWC and self-insuring
employer decisions. With each claim, the agency is dedicated to offering information and resources to help customers navi-
gate through the appeals process.

The IC conducts hearings on disputed claims at three levels: The District level, the Staff level, and the Commission level. The
Governor appoints the three-member Commission, and the Ohio Senate confirms these appointments. By previous vocation,
employment or affiliation, one member must represent employees, one must represent employers and one must represent
the public.

During this fiscal year, Chairman Thomas H. Bainbridge represented the employees; Jodie M. Taylor represented employers;
and Karen L. Gillmor represented the public.

FY 2018 highlights

In addition to the Commissioners, there are 82 hearing officers — all attorneys — in five regional and seven district offices
throughout the state.

In FY 2018, the IC heard 112,250 claims. District hearing officers (DHO) heard 79,055 claims. Staff hearing officers (SHO)
heard 32,936 claims and the Commission heard 259 claims. The IC consistently achieved a high success rate in adjudicating
claims well within the periods mandated by law throughout this fiscal year. From filing date to hearing date, district level (first
level) hearings averaged 38 days. Staff level (second level) hearing appeals averaged 35 days. Both averages are well below
the 45 days mandated by law. The statistics of filing date to mailing date were just as positive. For the district level, filing date
to mailing date was 42 days on average. For the staff level, it averaged 39 days.

ICON is the primary reason for our continued success because it has made it easy to file appeals online. There were 51,301
first-level motions and appeals filed on ICON this fiscal year. There were also 51,151 second-level (or above) appeals filed on
ICON during the fiscal year.

Customer Service received and responded to 1,032 AsklC submissions during this fiscal year. The department also scheduled
1,392 interpreters for injured workers hearings. In addition, our toll-free customer service line and two local customer service
lines received 10,018 calls this fiscal year. Staff personnel assisted 22,530 people at our Columbus office. Customer Service
also processed 72,549 documents.

Commission performance highlights — FY 2018

Formal hearings and administrative reviews account for most of the IC's activity. In FY 2018, the IC made approximately
180,338 decisions on issues arising from workers’ compensation claims.

During FY 2018, the IC performed 68,172 administrative reviews and heard 112,250 claims at all adjudicatory levels. Claims
heard includes hearings at the DHO, SHO, Deputy and Commission venues. Administrative reviews incorporate issues that do
not initially require formal adjudication via hearing (Hearing Administrator issues, Commission requests, cancellation requests,
etc.). These issues receive review and processing at the claims examining, word processing and hearing officer levels. How-
ever, they do not typically reflect in routine production reports under DHO or SHO dockets. These issues may subsequently
result in a hearing under the normal adjudicatory process. They reflect accordingly under respective hearing venues.
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The DHO hearing volume accounts for 70 percent of the overall hearings during FY 2018 at 79,055 claims heard. The SHO
volume recorded 32,936 claims heard. Deputy venue claims heard totaled 91 in FY 2018 while the Commission venue re-
corded 168 claims heard. Total claims heard includes continuances, referrals, dismissals and other final determinations made
because of a hearing.

Regionally, the distribution of FY 2018 claims heard at DHO and SHO hearing levels is as follows (figures rounded): Columbus
at 33 percent, Cleveland at 22 percent, Akron at 18 percent, Cincinnati at 18 percent and Toledo at 8 percent.

The DHO and SHO conducted hearings on 246 days during FY 2018. The DHOs and SHOs heard an average of 455 claims per
hearing day. DHOs averaged 321 claims heard per day while SHOs averaged 134 claims heard per day.

Ohio Revised Code (ORC) 4123.511 sets forth hearing time frame performance mandates for the DHO, SHO and Commission
hearing venues. On average, all IC offices and venues performed within the statutory limits that require the IC to hear a claim
within 45 days of a motion or appeal filing. Ohio law sets the overall IC performance benchmarks for filing to mailing at 52
days for each hearing venue. This performance measure is based on the combination of the two statutory periods: Filing to
hearing and hearing to mailing (45+7).

DHO performance

DHOs conduct hearings on two formal docket types — Allowance (primarily injury allowance, compensation and treatment
issues) and C-92 (permanent partial disability issues). Only allowance docket issues fall under time frame requirements out-
lined in ORC 4123.511. DHOs heard a total of 61,872 allowance docket claims during FY 2018. Of those, 44,227 qualified for
inclusion in time studies. On average, the IC completed the DHO process (filing of motion/appeal to mailing of DHO order)
within 42 days during FY 2018.

SHO performance

SHOs conduct hearings on five formal docket types:
m  Appeal (primarily injury allowance, compensation and treatment issues).
Permanent total disability.
Reconsideration (permanent partial disability issues).
Violations of Specific Safety Requirements.

Miscellaneous (other issues not designated to a pre-defined docket type).

Only appeal docket issues fall under time frame requirements outlined in ORC 4123.511. SHOs heard a total of 27926 appeal
claims during FY 2018. Of those, 25,034 qualified for inclusion in time studies.

ORC 4123.511(D) states the IC must hear staff Hearing level appeals within a 45-day period. In FY 2018, the staff appeal pro-
cesses averaged 35 days for the statutory filing to hearing period.
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