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Description/Analysis 

Issue Detail: The City of Sacramento currently owns a PC Insurance Systems 
(PCIS) Workers’ Compensation Claims Management System License which City staff 
utilize to process the City’s workers’ compensation claims.  The fourth year of the 
five year maintenance contract with PCIS is set to expire on September 7, 2014.  
City staff wants to enter into an agreement with CSAC Excess Insurance Authority 
(EIA) to transition to the EIA’s workers’ compensation claims management provider, 
Systema, as Systema’s software is more robust and lower in cost.  The EIA is an 
excess insurance authority that is a member-directed risk sharing pool of counties 
and public entities committed to providing risk coverage and risk management 
services.  The EIA provides coverage and services to approximately 308 public 
entities in California.  The City executed a Memorandum of Understanding with the 
EIA on June 1, 2001, joining the EIA’s excess workers’ compensation program.  The 
City currently purchases excess workers’ compensation, pollution and crime 
insurance through the EIA.  The EIA conducted a Request for Proposal (RFP) for a 
workers’ compensation claims management software provider in the summer of 
2012 and selected Systema as the most qualified provider.  As the EIA conducted 
an extensive RFP and the City is a member of the EIA, the City can opt into the 
contract between the EIA and Systema and receive discounted pricing on the 
software program. Transferring to Systema’s workers’ compensation claims 
management software will achieve operational efficiencies and administrative cost 
savings over the current system.  

Policy Considerations: The current policy is to self-fund and self-administer the 
City’s workers’ compensation program and purchase excess insurance for claims 
over $2,000,000.  The City utilizes workers’ compensation claims management 
software to administer the City’s workers’ compensation claims.  Transitioning to 
the EIA selected workers’ compensation claims management software will increase 
productivity and result in cost savings to the City. 

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: There are no sustainability considerations applicable to this action.

Rationale for Recommendation: Transitioning to the EIA selected workers’ 
compensation claims management software provider, Systema will increase 
productivity in the workers’ compensation unit due to the increased functionality of 
the software and provide cost savings to the City. The recommendations in this report 
are in accordance with provisions of the City Code Section 3.56.240, which allows for 
the use of contracts of other government jurisdictions or public agencies without 
separate competitive bidding by the City upon approval of the City Council. 

Financial Considerations: The cost under this agreement is not to exceed 
$650,000 for the five-year term. The savings are approximately $5000 per year for 
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each year of the contract compared with the prior provider.  However, savings will 
be approximately $40,000 per year in subsequent years as all transition costs will 
have been paid within the five-year contract period. There is sufficient funding 
available within the allocated Risk budget for FY2014/15, future years are subject to 
funding availability in the adopted budget for the applicable fiscal year.

Local Business Enterprise (LBE): Not Applicable.  The EIA is located in the 
Sacramento area. Systema is not a local business. 
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CSAC Excess Insurance Authority 
Systema Software, LLC 

Participating Entity Service Agreement 
City of Sacramento 

 
 

This agreement is made and entered into as of September 9, 2014, between the CSAC Excess 
Insurance Authority, hereinafter referred to as “EIA” and City of Sacramento, hereinafter referred to 
as “Member”. 
 
Whereas, the EIA has entered into an agreement with Systema Software, LLC (SIMS) to provide 
software licenses for the SIMS claim system, support, maintenance, and ASP services in order to 
utilize the SIMS system; and 
 
Whereas, pursuant to that agreement, EIA may sublicense SIMS claims to a qualified Large Member 
via an addendum to that agreement; and  
 
Whereas, EIA and SIMS intend to execute an addendum to that Agreement to provide the services 
and goods outlined in the City of Sacramento Proposal, attached, after the execution of this 
Agreement. 
 
Now, therefore, the parties agree as follows: 
 
EIA agrees to issue SIMS software licenses to Member, and Member agrees to utilize the SIMS 
system under the same terms and conditions provided for in the agreement between the EIA and 
Systema Software, LLC, a copy of which is attached as Exhibit A, as well as the terms and conditions 
set forth in the City of Sacramento Proposal, a copy of which is attached as Exhibit B.  
  
Member agrees to pay EIA based on the “InterFund Borrowing” payment plan as detailed in the 
agreement between EIA and Systema Software, LLC.  All conversion costs will be paid pursuant to 
the InterFund Borrowing model identified in Exhibit B and annual fees will be paid as they become 
due.  Based on City of Sacramento’s system defined by seventeen (17) Workers’ Compensation 
access licenses and four (4) additional Optional modules and four (4) Connectors [Document Image 
Management Module, Check Issuance Module, SIMS CMS Direct, SIMS Portal Module, ISO Claim 
Search Connector, Medical Bill Review Connector, General Ledger Connector, and Employee (HR) 
Connector], Member shall pay, upon receipt of invoice. The Maintenance & Support costs will 
increase in subsequent years based on the CPI. The Annual fees will be pro-rated if the Member 
enters this agreement mid-year (based on a July 1 fiscal year).     
  
This agreement shall become effective upon execution and shall automatically renew on July 1, 2015, 
and thereafter continue to renew for successive one (1) year periods through June 30, 2020.  
However, either party may terminate the agreement sixty days after issuing a written notice of 
termination to the other party.  If either party terminates this agreement, the Member shall be 
provided the opportunity to contract directly with Systema Software, LLC for SIMS software licenses. 
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This Participating Entity Service Agreement has been duly executed by each party as of the day and 
year first above written. 
 
 
MEMBER CSAC Excess Insurance Authority 
 
 __________________________   __________________________  
  George Reynolds 
Name: _____________________  Chief Information Officer 
  CSAC Excess Insurance Authority 
Title: ______________________   
 
Date Signed: ________________  Date Signed: ________________  
Entity:  City of Sacramento 
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EXHIBIT A
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System Usage Guidelines and Cost Summary for the 
Implementation of SIMS 

 
CSAC Excess Insurance Authority Members 

 
City of Sacramento Proposal 

Exhibit B 
 

Overview 
 
The purpose of this document is to outline the System Usage Guidelines and the 
associated costs required to implement the SIMS claims system in partnership with EIA.   
 
System Usage Guidelines 
 

• Member will utilize the SIMS Claims Administration System under the same 
terms and conditions provided in the agreement between the EIA and SIMS 
pricing specific to Member is outlined below. 

• Member will be implemented on a database which will be hosted by the member.  

• Member will be provided with a “standard” environment to administer and/or track  
Workers’ Compensation (additional Insurance Types can be added at an 
additional cost).  The “standard” environment is based upon the EIA’s 
environment and utilization of the system. 

• The “standard” environment will include pre-defined codes for primary reference 
tables such as body part, claimant type, reserve categories, etc. to ensure ease 
of data transfer to the EIA database.  Most code tables can be modified by the 
member, but proper code translations must be provided for the EIA. 

 
Support 
 

• Member’s support will be handled through Systema Software.   
 
One-time Fees 
 
Software Line of Business Fee – This one-time fee licenses the use of the software 
for Lines of Business.  Each line of business is $14,500.  The Member has chosen to 
purchase one (1) line of business for Worker’s Compensation.  
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User License Fees - A one-time user license fee for the Member is $51,000 based on 
seventeen (17) concurrent user licenses.  Unlimited read-only users may be created at 
no cost. 
 
Optional Modules and Connectors -  
 

• Systema offers a number of Optional Modules and Optional Connectors to SIMS 
users. 

• All Optional Modules and Connectors will require some analysis, implementation 
and/or development/programming by Systema.   

• Systema has provided a quote for these services which is listed in this 
agreement.  These costs will be the responsibility of the member at the time of 
implementation of the module and/or connector. 

• Any additional annual maintenance fees associated with the purchase of an 
Optional Module or Optional Connector will be the responsibility of the member 
or members who utilize the module or interface.   

• A current list and estimated costs of available Optional Modules and Optional 
Connectors can be obtained from Systema.  

 
  

Member elected modules/connectors – the Member has chosen the modules and 
connectors listed below.  The total cost for licensing those modules/connectors is 
$40,000. 
 
Document Image Management Module  $2,500 
Check Issuance Module    $2,500 
SIMS CMS Direct Module    $7,500 
SIMS Portal Module     $10,000 
 
ISO Claim Search Connector   $2,500 
Medical Bill Review Connector   $5,000 
General Ledger Connector    $5,000 
Employee (HR) Connector    $5,000  
 
Project Management/Business Analyst Services – estimated cost $92,400 
 

• Systema charges $165 per hour for Project Management, Business Analysis, 
system setup, and implementation services.  Systema has estimated these 
services to require 560 hours.   

• Configuration services are included in the Systema estimated hours.  This 
assumes that the SIMS system, modules and connectors can be configured 
using the built-in configuration utilities and that no custom development is 
required.   
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System Setup – Environment Configuration -  
 

• Member’s database will be created and configured based on the EIA template for 
standardized members.   

• Systema will configure all server systems to provide level of functionality for 
member based on this participation agreement.  Production database, Data 
warehouse database, and base product report writing functionality will be 
configured to support SIMS software implementation and use.   

• There are no additional setup costs.   
 
Data Conversion – estimated cost $30,750 
The data conversion estimate is based on the following assumptions: 

• Conversion of 1 consolidated database exported to SQL tables 
(GenSource’s GenCOMP) 

• Total of all claims that will be converted does not exceed 100,000 claims 
• Includes 1 Trial Data Conversion and 1 Final Data Conversion for one Go-

live event 
• Systema will not be required to provide any significant data clean up  
• The method in which the City extracts their data must be repeatable so 

there is consistency in the deliverables of the Trial and Final Conversions 
• The City has staff available that understands their old system data layouts 
• Financial balancing information is provided by the City.  Reports should 

include: claim counts, claim level detail, monthly and yearly financial 
reports, total incurreds, outstanding reserves, recovery amounts, etc. 

• The City validates trial data and final data in a timely fashion 
• Estimate excludes conversion of log files, FROI/SROI history, and 

automatic payment schedules 
• The data conversion includes a maximum of 25 custom fields converted 

(i.e. client defined fields). 
• Additional conversion/implementation cost, if any, will be invoiced on a monthly 

basis as incurred.  Implementation/project management service fees are at a rate 
of $165.00 per hour. 

• EIA and Systema recognize that the City is currently using GenCOMP and may 
request 4iSoft to work with City and Systema to convert.  Fees for 4iSoft’s 
services are not included in this document.  

 
Additional requirements: 
 

• The EIA and the member agree to provide timely feedback to Systema on 
conversion questions, specifications, and other items received from Systema.  

• The EIA and the member will provide the claims database to be converted into 
SIMS.    

• Claims to be converted will come from a single source system. 
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• The EIA and the member will provide reference table mapping.  The EIA will work 
with the member to determine the reference table values that are currently used 
and the correlation to the values that will be used in SIMS. 

• The EIA and the member will be responsible for financial balancing, mapping 
validation and system function testing.  Systema agrees to assist with this 
process if requested.  

 
Training – estimated cost: $9,240 
 

• Since all Members’ needs for training are different, it is the responsibility of the 
Member to determine the appropriate amount of training needed.  EIA will work 
with the Member to verify their level of comfort with the system in order for the 
Member to receive the appropriate training. 

• Systema recommends the following training: 
o General User Training – 4 Days 
o System Administrator - 2 Days 
o SQL Reports  – 1 Day 

• Actual Fees are based on $165.00 per hour plus travel expenses for the trainer. 
• The cost for training has been calculated based on the assumption of Systema 

providing training for a maximum of 8 users per class for 7 days. 
• If the Member chooses to use less than the 7 days of training, they will pay for 

the time used.   
 
Annual Fees: 
 
The Annual Maintenance and Support Fee for the Member is $42,200.   The annual 
maintenance fee is 40% of the cost of Line of Business License Fee + User License 
Fees + Optional modules & connectors + Custom Development.  
 
The SIMS Cloud Hosting fee for the Member is $0. The member has chosen to self-
host.  
 
InterFund Borrowing Model   (Member has chosen this model) 
The InterFund Borrowing Model assumes that the member will pay for all one-time costs 
spread over a five (5) year period while annual maintenance costs are charged to 
member as they are incurred.  The first payment will be due at go-live of production 
environment.  The Borrowed funds are charged interest based on the EIA Board 
approved borrowing rate.  This rate is based on what the funds would have earned if 
they were in the EIA investment portfolio.  For FY 14/15 the rate has been set at .75%, 
for future years the numbers are estimates.  An example of that is below: 
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Lines of Business: WC
Concurrent User Licenses: 17

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
Fiscal Year 14/15 15/16 16/17 17/18 18/19 19/20 20/21

Finance Charge Rate2 0.75% 0.75% 1.0% 1.5% 2.0% N/A N/A
One-Time Fees
Software License Fees

Component/Site License Fee -              -             -             -             -             -             -             
Lines of Business 14,500        -             -             -             -             -             -             
User Licenses 51,000        -             -             -             -             -             -             
Optional Modules & Connectors 40,000        -             -             -             -             -             -             

Implementation Services
Project Mgmt/Business Analyst 92,400        -             -             -             -             -             -             
Data Conversion 30,750        -             -             -             -             -             -             
Additional Lines of Insurance -              -             -             -             -             -             -             
Training 9,240          -             -             -             -             -             -             

Total One-Time Fees 237,890       -             -             -             -             -             -             

One-Time Fees Financing Plan
Annual Payment (47,578)       (47,578)       (47,578)       (47,578)       (47,578)       -             -             
Running Balance 190,312       144,161      97,665        51,063        4,251         -             -             
Annual Finance Charge 1,427          1,081         977            766            85              -             -             

Annual Financing Plan Payment 49,005        48,659        48,555        48,344        47,663        -             -             

Annual Fees
Maintenance & Support 42,200        43,466        44,770        46,113        47,496        48,921        50,389        
Cloud Hosting -              -             -             -             -             -             -             

Total Annual Fees 42,200        43,466        44,770        46,113        47,496        48,921        50,389        

Grand Total 91,205        92,125        93,325        94,457        95,159        48,921        50,389        

City of Sacramento
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