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(A) The bureau of workers compensation board of directors, based upon recommendations of the
workers compensation actuarial committee, may contract with one or more outside actuaria firms
and other professional persons, asthe board determines necessary, to assist the board in measuring
the performance of Ohio's workers compensation system and in  comparing Ohio's workers
compensation system to other state and private workers compensation systems. The board,
actuarial firm or firms, and professional persons shall make such measurements and comparisons
using accepted insurance industry standards, including, but not limited to, standards promulgated by
the National Council on Compensation Insurance.

(B) The board may contract with one or more outside firmsto conduct management and financial
audits of the workers compensation system, including audits of the reserve fund belonging to the
state insurance fund, and to establish objective quality management principles and methods by

which to review the performance of the workers' compensation system.
(C) Theboard shall do all of the following:

(1) Contract to have prepared annually by or under the supervision of an actuary areport that meets
the requirements specified under division (E) of this section and that consists of an actuarial
valuation of the assets, liabilities, and funding requirements of the state insurance fund and all other
funds specified in this chapter and Chapters 4123., 4127., and 4131. of the Revised Code;

(2) Require that the actuary or person supervised by an actuary referred to in division (C)(1) of this
section complete the valuation in accordance with the actuarial standards of practice promulgated
by the actuarial standards board of the American academy of actuaries;

(3) Submit the report referred to in division (C)(1) of this section to the standing committees of the

house of representatives and the senate with primary responsibility for workers' compensation

legidlation on or before the first day of November following the year for which the valuation was
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made;

(4) Have an actuary or a person who provides actuarial services under the supervision of an actuary,
at such time asthe board determines, and at least once during the five-year period that commences
on September 10, 2007, and once within each five-year period thereafter, conduct an actuarial
investigation of the experience of employers, the mortality, service, and injury rate of employees,
and the payment of temporary total disability, permanent partial disability, and permanent total
disability under sections 4123.56 to 4123.58 of the Revised Code to update the actuarial
assumptions used in the report required by division (C)(1) of this section;

(5) Submit the report required under division (F) of this section to the standing committees of the
house of representatives and the senate with primary responsibility for workers' compensation
legislation not later than the first day of November following the fifth year of the period that the
report covers,

(6) Have prepared by or under the supervision of an actuary an actuarial analysis of any introduced
legidlation expected to  have a measurable financial impact on the workers compensation system;

(7) Submit the report required under division (G) of this section to the legidlative service
commission and the standing committees of the house of representatives and the senate with
primary responsibility for workers compensation legislation not later than sixty days after the date
of introduction of the legislation.

(D) The administrator of workers compensation and the industrial commission shall compile
information and provide access to records of the bureau and the industrial commission to the
board to the extent necessary for fulfillment of both of the following requirements:

(1) Conduct of the measurements and comparisons described in division (A) of this section;

(2) Conduct of the management and financial auditsand establishment of the principles and
methods described in division (B) of this section.

(E) The firm or person with whom the board contracts pursuant to division (C)(1) of this section

Page 2



AUTHENTICATED,

OHIO LEGISLATIVE SERVICE
COMMISSION

DOCUMENT #280780

shall prepare areport of the valuation and submit the report to the board. The firm or person shall
include al of the following information in the report that is required under division (C)(1) of this
section:

(1) A summary of the compensation and benefit provisions evaluated;

(2) A description of the actuarial assumptions and actuarial cost method used in the valuation;

(3) A schedule showing the effect of any changesinthe compensation and benefit provisions,
actuarial assumptions, or cost methods since the previous annual actuarial valuation report was
submitted to the board.

(F) The actuary or person whom the board designatesto conduct an actuarial investigation under
division (C)(4) of this section shall prepare areport of the actuarial investigation and shall submit
the report to the board. The actuary or person shall prepare the report and make any recommended
changesin actuarial assumptionsin accordance with the actuarial standards of practice

promulgated by the actuarial standards board of the American academy of actuaries. The actuary or
person shall include all of the following information in the report:

(1) A summary of relevant decrement and economic assumption experience;

(2) Recommended changes in actuarial assumptionsto be used in subsequent actuarial valuations
required by division (C)(1) of this section;

(3) A measurement of the financial effect of the recommended changesin actuarial assumptions.

(G) The actuary or person whom the board designatesto conduct the actuarial analysis under
division (C)(6) of this section shall prepare areport of the actuarial analysis and shall submit that
report to the board. The actuary or person shall complete the analysis in accordance with the
actuarial standards of practice promulgated by the actuarial standards board of the American
academy of actuaries. The actuary or person shall include all of the following information in the
report:
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(1) A summary of the statutory changes being eval uated;

(2) A description of or reference to the actuarial assumptions and actuarial cost method used in the
report;

(3) A description of the participant group or groupsincluded in the report;

(4) A statement of the financial impact of the legidation, including the resulting increase, if any, in
employer premiums, in actuarial accrued liabilities, and, if an increasein actuarial accrued
liabilitiesis predicted, the per cent of premium increase that would be required to amortize the
increase inthose liabilitiesasalevel per cent of employer premiums over aperiod not to exceed

thirty years.

(5) A statement of whether the employer premiums paid to the bureau of workers compensation
after the proposed change is enacted are expected to be sufficient to satisfy the funding objectives
established by the board.

(H) The board may, at any time, request an actuary to make any studies or actuarial valuations to
determine the adequacy of the premium rates established by the administrator in accordance with
sections 4123.29 and 4123.34 of the Revised Code, and may adjust those rates as recommended by
the actuary.

() The board shall have an independent auditor, at least once every ten years, conduct afiduciary
performance audit of the investment program of the bureau of workers' compensation. That audit
shall include an audit of the investment policies approved by the board and investment procedures
of the bureau. The board shall submit a copy of that audit to the auditor of state.

(J) The administrator, with the advice and consent of the board, shall employ an internal auditor
who shall report findings directly to the board, workers compensation audit committee, and
administrator, except that the internal auditor shall not report  findings directly to the administrator
when those findings involve malfeasance, misfeasance, or nonfeasance on the part of the
administrator. The board and the workers compensation audit committee may request and review
internal audits conducted by the internal auditor.
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(K) The administrator shall pay the expensesincurred by the board to effectively fulfill its duties
and exercise its powers under this section as the administrator pays other operating expenses of the
bureau.

The Legidative Service Commission presents the text of this section as a composite of the section as amended
by multiple acts of the General Assembly. This presentation recognizes the principle stated in R.C. 1.52(B)
that amendments are to be harmonized if reasonably capable of simultaneous operation.
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