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A comprehensive update on the progress of Agenda ‘06 as of July 31, 2006
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Total assets
As of July 31, 2006

$19.1 billion

Total liabilities
As of July 31, 2006

$17.3 billion

Net assets
As of July 31, 2006

$1.8 billion

Trade
combined

ratio
As of July 31, 2006

75.8%

>>

Seven months into Agenda ‘06, the Ohio Bureau of Workers' Compensation’s
(BWC's) journey to complete Agenda ‘06 is getting closer to bearing fruit.
To date, we have improved our performance by nearly $343 million, which
puts us 81 percent of the way to our goal. Investments, with interest income
of $136 million more than last year, and finance, with increased collections,
are the primary drivers of this success. Additionally, medical costs have
declined $47 million.

More telling is the growing financial health of the organization. We ended
July with a trade combined ratio of 75.8 percent. At this time last fiscal year,
it stood at 96.4 percent, so we've made substantial improvements.

Perhaps more important is the fact our net assets position has grown to
$1.8 billion, a gain of about 200 percent from the same time last year. While
Agenda '06 has provided significant improvements to BWC's bottom line,
the long-term effect is that collection efforts improve cash flow and reductions
in medical costs significantly reduce reserve requirements.

By most appearances, Agenda ‘06 has truly become a success story not
only for BWC, but for the employers and injured workers of Ohio. Undoubtedly,
there are more challenges to face; tackling managed care costs is one of
the more prominent issues on the immediate horizon. But | am confident
that not only will BWC's successes thus far sustain themselves, but we'll
be able to rebuild the workers' compensation system into an efficient, cost-
effective model. Such results will make Ohio more competitive in the national
marketplace and reduce the financial burden businesses must bear.

William Mabe
Administrator/CEO
Ohio Bureau of Workers' Compensation

The trade combined ratio is an indicator of the potential profitability of
BWC's business. The trade combined ratio includes the impact of BWC's
operating and investment revenues, and all related expenses.

Currently, BWC incurs expenses of approximately $.76 for every $1 it earns.



Increasing revenue

Revenue
collection

Agenda ‘06
revenue goal

$105 million

To date
$155.3 million

Better >
investment
management

Agenda ‘06
revenue goal

$100 million

To date
$136 million
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BWC Receipts
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Accounts Receivable

Collections through July 2006 increased $150 million, exceeding the goal of $105 million
set forth at the beginning of the calendar year. More than $34 million was collected in July,
which is $12.5 million more than the same month last year. The net accounts receivable
balance now stands at $172 million.

Subrogation

BWC's subrogation collections continue to outpace last year's performance. For calendar
year 2006, BWC has collected more than $5.3 million. BWC exceeded its fiscal year
2006 collection goal of $7 million by collecting $8.5 million.

Total Fund

BW(C's Total Fund — which is comprised of the State Insurance Fund (SIF) and all ancillary
accounts — slightly underperformed its benchmark, the Lehman Brothers Aggregate Index
and the Merrill Lynch 3 Month US T-Bill, by two basis points during July 2006. The Total Fund
returned 1.33 percent, on both a net of fee and gross of fee basis, during July 2006 versus
a benchmark return of 1.35 percent. The Total Fund as of July 31, 2006, is $16.4 billion.

SIF

By generating an additional $36 million in investment income for July 2006 compared to
July 2005, BWC increased its year-to-date total variance to $136 million, exceeding the goal
of $100 million in additional investment income for the year with five months remaining.

Performance Measures Gross of Fees
Month ending July 31, 2006

BWC BWC
Investment New Investment New
Returns Benchmark New Returns 3 Benchmark New
Monthly Returns Benchmark Month Trailing Returns 3 Benchmark
(Gross of Fees) Monthly Variance (Gross of Fees) Month Trailing  Variance

BWC SIF Fund Investments 1.33% 1.35%

-0 .02% 1.53% 1.46% 0.07%




Improving customer value
and productivity

Reducing > > Medical $100

expenses

Agenda ‘06
customer
value and
productivity
goal

$216 million
To date
$48.6 million

Adding >>»
value
Agenda ‘06
giving

customers the
right service at
the right time
goal

$3 million

To date
$3.1 million

Medical Payments

By controlling health-care costs
through revising reimbursement
methodologies and integrating drug
utilization reviews with medical
management, BWC's Medical Services
Division has saved $47 million dollars
through calendar year 2006 relative to
the same period in 2005. $40 4
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In July 2006, BWC paid $65 million
in medical costs, which is about s20 |
$5 million less than what BWC paid in
July 2005. Medical payments to
hospitals were $164 million for the
calendar year through July 2006,
compared to $186 million for the same
period last year, accounting for

$22 million in savings.

[T
> 2>
z z
o o
a o

S0 934
90 934
SO IVIN
90 YVIN
SO ddv
90 ddVv
S0 AVIN
90 AVIN
SO INNC
90 INNC
SO ANC
90 AINC

Indemnity

Indemnity payments are approximately $2 million higher for fiscal year 2006 compared to
fiscal year 2005. With respect to temporary total payments, BWC paid $271 million in fiscal
year 2006, which represents a decrease of approximately $15 million.

Overall, settlement payouts increased by $21 million from fiscal year 2005 to fiscal year 2006.
This is due to BWC's Agenda ‘06 focus on high reserve, permanent total disability and death
claim settlements.

Special Investigations Unit

BWC's special investigations unit (SIU) identified $90 million in savings for fiscal year 2006.
Approximately 85 percent of these savings are due to injured worker fraud, with the remainder
of the cases comprised of employer and provider fraud. In the first month of fiscal year 2007
SIU identified $15.6 million in savings.

Early retirement initiative

Starting in the fall of 2005, more than 150 employees opted for BWC's early retirement
initiative. To date, total savings resulting from positions not being backfilled has exceeded
$3.1 million.

Customer service index

There was a slight decrease in the customer service index, which measures customer service
performance based on feedback from all BWC customer types. Overall, BWC's score was
86.5, down slightly from 86.7 in the previous month.



Statement of Operations

>» >» Fiscal year to date July, 31, 2006

Prior Yr. Increase
(in millions) Actual Projected Variance Actual (Decrease)
Total Operating Revenues $ 206 $ 208 $ (2) $ 194 $ 12
Total Operating Expenses 233 254 21 225 8
Net Operating Gain (Loss) (27) (46) 19 (31) 4
Net Investment Income 212 12 200 214 (2)
Increase (Decrease) in Net Assets 185 (34) 219 183 2
Net Assets Beginning of Period 1,627 1,627 - 722 905
Net Assets End of Period $ 1,812 $ 1693 | $ 219 | $ 905 | $ 907

A look
ahead

>>

This table reflects BWC's financial performance, including the amount of money we're earning
(revenues), the amount of costs we are incurring (expenses), and our surplus position (net assets).

Actual — The amounts of revenue earned and expenses incurred for the given period

Projected — The estimated amount expected for the given period

Variance — The difference between the actual and projected amounts

Prior Year Actual — The amount of revenues earned and the expenses incurred for the given period
Increase (Decrease) — The difference between current year actual and prior year actual

BW(C recently began contract discussions with the managed care organizations (MCOs).
MCOs provide case management services on more difficult claims, and they oversee some
of the processes involved with claims. BWC is reviewing MCO compensation, which currently
comprises 8 percent of premiums, as well as their responsibilities to reduce system ineffiencies
and control compensation costs. The current contract runs through Dec. 31, 2006.

Also, Workers” Compensation University (WCU) began on Sept. 7 in Cincinnati and will visit
eight cities through the beginning of October. The conference is free to all and will focus on
claims management and accident prevention. More than 20 seminars will be offered at each
location. If you are interested in attending, you can pre-register by calling 1-800-644-6292 or
by visiting ohiobwc.com.



