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Meeting Date: 9/20/2011 Report Type: Consent

Title: Contract: Liability Claim Adjusting and Subrogation Services

Report ID: 2011-00794

Location: Citywide

Recommendation: Adopt a Resolution authorizing the City Manager or designeed to 
execute an agreement with York Risk Services Group, Inc. for liability claims administration and 
subrogation services in a total amount not to exceed $2,450,000.

Contact: Patrick Flaherty, Risk Manager, (916) 808-8587, Human Resources Department

Presenter: None

Department: Human Resources

Division: Risk Mgmt/Insurance Programs

Dept ID: 08001331

Attachments:
_____________________________________________________________________________________________________________

1- Description/Analysis
2- Unexecuted  Contract/Agreement Cover Sheet
3- York Risk Services Group Agreement
4- Resolution

_________________________________________________________________________
City Attorney Review

Approved as to Form
Sandra Talbott
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City Treasurer Review
Reviewed for Impact on Cash and Debt
Russell Fehr
9/8/2011 1:58:30 PM
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Description/Analysis 

Issue:  The City of Sacramento utilizes a third party claims administrator to adjust the City’s 

general and automobile liability claims.  For the past twenty one years, claims administration 

has been performed by a third party claims administrator with a dedicated claims unit located 

within the City’s Risk Management Division.  This is an effective and efficient method of 

handling the City’s liability claims due to the need for frequent interaction between the liability 

claims administrator and the City Attorney’s Office and risk management staff.   

The Risk Management Division is responsible for the collection of funds from responsible third 

parties that damage City assets.  An example of a subrogation event is when a vehicle driven 

by a citizen damages a City vehicle or City owned property, such as a street sign or traffic light.  

The City has handled subrogation activity with City staff in recent years.  However, subrogation 

is a specialized field requiring detailed knowledge in both claims administration and collections.  

In an effort to increase the amount of subrogation funds collected each year, a three month 

trial period with a third party administrator specializing in subrogation activity was recently 

implemented.  The trial period demonstrates that the increased amount collected by a third 

party administrator will be greater than the cost of services, increasing revenue to the City.  

A Request for Proposal (RFP) for Self-Insured General and Automobile Liability Claims 

Administration and Subrogation Services was issued on July 8, 2011.  Through a competitive 

evaluation process utilizing a panel of internal and external personnel, York Risk Services 

Group, Inc. (York) was selected as the most qualified vendor and will continue serving as the 

City’s third party claims administrator and will perform subrogation services.   York is the City’s 

current third party claims administrator and has continually provided high quality claims 

administration to the City during the term of their contract. Additionally, York has performed 

subrogation services for a three month trial period and this has proven to be an effective 

method to perform subrogation for the CITY. The contract with York is for three (3) years with 

two (2) optional one year renewal periods.  

Policy Considerations: The City is self-insured for the first $2,000,000 of any liability loss and 

purchases excess insurance for claims exceeding this amount.  The City contracts with a third 

party liability claims administrator, with adjusters located in the Risk Management Division, to 

adjust the City’s liability claims.  This is the most effective and efficient method of handling the 

City’s liability claims.  Additionally, having a vendor who specializes in claims administration 

and subrogation handle the City’s subrogation efforts will result in increased revenues to the 

City. 

Environmental Considerations:  

California Environmental Quality Act (CEQA):  Under the California Environmental Quality 

Act (CEQA) guidelines, continuing administrative activities do not constitute a project and are 

therefore exempt from review.

Sustainability Considerations: There are no sustainability considerations applicable to this 

action.
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Other:  None

Commission/Committee Action: None

Rationale for Recommendation: On July 8, 2011, a Request for Proposal (RFP) was issued for 

Self-Insured General and Automobile Liability Claims Administration and Subrogation Services.  

Six companies submitted formal proposals and three were invited to participate in oral interviews.

A four-member evaluation and interview committee was composed of: Vince Pearson, Risk 

Manager for Sacramento Regional Housing Authority; Brett Witter, Supervising Deputy City 

Attorney; Jason T. Hunter, Program Specialist; and Patrick Flaherty, Risk Manager. Selection of 

the recommended third party claims administrator and subrogation vendor was based on the 

following criteria; (1) Cost Proposal, (2) Services Proposed, (3) Qualifications of Firm, (4) 

Experience of Personnel, (5) Oral Interview.  Based on the independent scores and the interview 

process York was the committee’s unanimous recommended third party liability claims 

administrator and subrogation vendor. .  

Financial Considerations:  The annual cost for liability claims administration services are as follows: 

9/26/11 to 9/26/12 $406,532
9/26/12 to 9/26/13 $406,532
9/26/13 to 9/26/14 $406,532

If renewed: 9/26/14 to 9/26/15 $418,728
9/26/15 to 9/26/16 $431,289

The annual cost for subrogation services are as follows:

9/26/11 to 9/26/12 $73,000
9/26/12 to 9/26/13 $73,000
9/26/13 to 9/26/14 $75,000

If renewed: 9/26/14 to 9/26/15 $79,000
9/26/15 to 9/26/16 $80,387

The total annual cost for all services is as follows:

9/26/11 to 9/26/12 $479,532
9/26/12 to 9/26/13 $479,532
9/26/13 to 9/26/14 $481,532

If renewed: 9/26/14 to 9/26/15 $497,728
9/26/15 to 9/26/16 $511,676

The total not to exceed amount for the contract period for liability claims administration and 

subrogation services is $2,450,000.

These amounts are included in the risk management budget (fund 6502) and the corresponding 

expenditure budgets are established for the duration of the contract subject to funding through the 

annual budget process. 3 of 39



Emerging Small Business Development (ESBD): The RFP contained a standard 5% small 

business enterprise and emerging small business enterprise evaluation preference for firms 

submitting proposals.  York is neither a small nor emerging business and no small or emerging 

businesses responded to the RFP.
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Award of Liability Claims Administration and Subrogation Services

Unexecuted Contract/Agreements 

 The Unexecuted Contract/Agreement is signed by the other party, is attached as 
an exhibit to the resolution, and is approved as to form by the City Attorney.

 The Unexecuted Contract/Agreement (Public Project) is NOT signed by the other 
party, is attached as an exhibit to the resolution, and is approved as to form by 
the City Attorney.

 The Unexecuted Contract is NOT included as an exhibit to the Resolution 
because the Agreement(s) is with other another governmental agency and it is 
not feasible to obtain the other agency’s signature prior to Council action (be they 
denominated Agreements, MOUs, MOAs, etc.); however, the City Attorney 
approves the forwarding of the report to Council even though the signed 
agreement is not in hand yet.

 The Unexecuted Contract is NOT included as an exhibit to the resolution 
because, due to special circumstances, and the City Attorney confirms in writing 
that it is okay to proceed with Council action even though the signed agreement
is not in hand yet.

All unexecuted contracts/agreements which are signed by the other parties are in the 
Office of the City Clerk before agenda publication.
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RESOLUTION NO. 

Adopted by the Sacramento City Council 

AGREEMENT FOR LIABILITY CLAIMS ADMINISTRATION AND SUBROGATION 
SERVICES

BACKGROUND

A. The City utilizes a third party claims administrator to adjust the City’s general and 
automobile liability claims.  The claims administrator’s personnel servicing the City 
are located within the City’s Risk Management Division due to the frequent 
interactions between the claims administrator’s staff and the City Attorney’s Office 
and Risk Management staff.  This is an efficient and effective method of handling 
the City’s liability claims.  

B. The Risk Management Division is responsible for the collection of funds from 
responsible third parties that damage City assets.  Subrogation is a specialized 
field that requires knowledge of claims administration and collections.  Utilizing a 
third party vendor that specializes in claims administration and subrogation will 
increase the funds collected from responsible third parties and increase revenues 
to the City.  

C. A Request for Proposal for Self-Insured General and Automobile Liability Claims 
Administration and Subrogation Services was issued on July 8, 2011.  A four
member committee of external and internal individuals selected York Risk Services 
Group, Inc., as the City’s third party liability claims administrator and subrogation 
vendor. 

D. There is sufficient funding in the risk management budget (Fund 6502) and the 
corresponding expenditure budgets are established for the duration of the contract 
subject to funding through the annual budget process.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:
Section 1. The City Manager or designee is authorized to execute an agreement with 

York Risk Services Group, Inc. for liability claims administration and 
subrogation services for a term of thirty-six (36) months at an annual cost 
not to exceed $479,532 for year one, $479,532 for year two, and $481,532
for year three.  The not to exceed amount for the optional fourth year is 
$497,728 and the not to exceed amount for the optional fifth year is 
$511,676. The total not to exceed amount for the contract period for 
liability claims administration and subrogation services is $2,450,000.
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