
James Sanchez, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer

John F. Shirey, City Manager

Meeting Date: 6/25/2013

Report Type: Consent

Report ID: 2013-00517

Title: Workers’ Compensation Utilization Review Services

Location: Citywide

Issue: The City has a continuing need for industrial utilization review services to assist 
in reducing the City’s workers’ compensation expenses.

Recommendation: Pass a Motion authorizing the City Manager to execute an 
agreement with Allied Managed Care, Inc. for workers’ compensation utilization review 
services for a term of five years with a cost not to exceed $875,000.

Contact: Geri Hamby, Director, (916) 808-7173; Patrick Flaherty, Risk Manager, (916) 
808-8587, Department of Human Resources

Presenter: None

Department: Human Resources

Division:

Dept ID:

Attachments:

1-Description/Analysis

2-Allied Managed Care

_______________________________________________________________
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Description/Analysis 

Issue Detail:  The Department of Human Resources, Risk Management Division administers 
workers’ compensation services for the City’s injured workers.  Labor Code Section 4610 
mandates utilization reviews to determine if medical treatment is reasonably necessary 
and if the treatment is consistent with the medical treatment utilization schedule 
pursuant to Labor Code Section 5307.27.  While utilization reviews are mandatory, it is 
also an efficient and effective method of reducing costs to the City’s workers’ 
compensation program.  Following a competitive bid and evaluation process, it is 
recommended that Allied Managed Care Inc. be selected to provide utilization review 
services.  Sacramento-based Allied Managed Care, Inc. currently provides excellent 
utilization review services for the City. Part of their services includes providing a skilled 
nurse on site to perform utilization review services, which is very beneficial to our 
workers’ compensation program. 

Policy Considerations:  The current policy is to self-fund the City’s workers’ 
compensation program and purchase excess insurance for claims over $2,000,000.  The 
City contracts with a vendor to perform utilization review services due to the technical 
and specialized nature of these services.  This allows the City to realize the maximum 
savings and benefits from utilization review. 

Economic Impacts:  None

Environmental Considerations:  Under the California Environmental Quality Act 
(CEQA) guidelines, continuing administrative activities do not constitute a project and 
are therefore exempt from review.

Sustainability:  No sustainability considerations were identified.

Commission/Committee Action:  None

Rationale for Recommendation:  On March 22, 2013, a request for proposal (RFP) 
was issued for Workers’ Compensation Cost Containment Services, including utilization 
review services.  Ten companies submitted formal proposals for utilization review 
services.  

The five-member selection committee consisted of Edna Young, Human Resources 
Manager; Jason Hunter, Program Specialist; Louanne Nourse, Program Specialist; Rita 
Poteat, Program Analyst; and Patrick Flaherty, Risk Manager. 

Selection of the recommended utilization review provider was based on the following 
criteria: (1) Cost of Service, (2) Services Proposed, (3) Qualifications of Firm, (4) 
Experience of Personnel.  Allied Managed Care, Inc. scored considerably higher than 
other responders and was the unanimous choice of the committee based on the scoring 
process. Additionally, Allied Managed Care offers very competitive pricing and has 
provided very good service as the City’s current utilization review provider. They are a 
local company providing an on-site nurse a few hours each day to conduct utilization 
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review and to answer questions from the City’s claims adjusters resulting in cost savings 
to the City.   

Financial Considerations: The annual cost under this agreement is not to exceed 
$875,000 for the five-year term of the contract.  Costs for utilization review for last 
fiscal year were $125,000.  However, costs vary each year depending on the number 
and severity of workers’ compensation injuries.  Costs for utilization review services are 
$85 per review and $200 per peer review.  The proposed current year expenditure is 
within the allocated Risk budget.   

Emerging Small Business Development (ESBD): Allied Managed Care, Inc. is not 
certified as an Emerging/Small Business Enterprise (ESBD).
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