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Washington State Department of

Enterprise Services

Projected Cost of DES Providing Service
Projected Cost of WSDOT Providing Service
Total Projected Cost

DES Direct Staff Costs

DES Direct Non-Staff Costs

WSDOT Direct Staff Costs

Total Current Costs that the State Would No Longer Pay

Transferred Costs

DES internal shared services, rent, utilities
WSDOT staff costs that would not be eliminated
External cost allocations to DES

Total Current Costs that would be Transferred

Costs Related to Contracting Out the Service

Vehicle Accident Claims Contract Out Comparison
Summary

For Contract Starting in July 2015

Current Cost of Providing Service

FY 2016
$93,835
$189,720
$283,555

FY 2017
$93,835
$189,720
$283,555

Biennial Total
$187,671
$379,440
$567,111

Costs That Could be Eliminated

FY 2016 FY 2017
$52,116 $52,116
$1,861 $1,861
$113,832 $113,832
$167,809 $167,809

Cost Transfers

FY 2016 FY 2017
$37,352 $37,352
$75,888 $75,888
$2,507 $2,507
$115,747 $115,747

Biennial Total
$104,232
$3,722
$227,664
$335,617

Biennial Total
$74,704
$151,776
$5,014
$231,493

New Costs Related to Contracting Out
Contract Management
Total New Costs Related to Contracting Out

Bids for Contracting Out
Bid #1: Partners Claim Services, Inc.
Bid #2: Hughes Claims Management, LLC

New Costs Related to Contracting Out

FY 2016
$27,021
$27,021

Vendor Contract Bids

FY 2016
$285,400
$204,800

FY 2017
$27,021
$27,021

FY 2017
$285,400
$204,800

Biennial Total
$54,041
$54,041

Biennial Total
$570,800
$409,600

Incremental Contract Cost (Savings)

Partners Claim Services, Inc. Contract Cost

New DES Costs Due to Contracting Out

Total Cost of Contracting with Partners Claim Services, Inc.
State Costs Eliminated

Net Change in State Costs with Partners Claim Services, Inc.
Contract

Hughes Claims Management, LLC Contract Cost

New DES Costs Due to Contracting Out

Total Cost of Contracting with Hughes Claims Management, LLC
State Costs Eliminated

Net Change in State Costs with Hughes Claims Management, LLC
Contract

Net Change in Staffing Full Time Equivalents (FTEs)

Bid #1: Partners Claim Services, Inc.

FY 2016
$285,400
$27,021
$312,421
($167,809)
$144,612

FY 2017
$285,400
$27,021
$312,421
($167,809)
$144,612

Biennial Total
$570,800
$54,041
$624,841
($335,617)
$289,224

Bid #2: Hughes Claims Management, LLC

FY 2016
$204,800
$27,021
$231,821
($167,809)
$64,012

FY 2017
$204,800
$27,021
$231,821
($167,809)
$64,012

Biennial Total
$409,600
$54,041
$463,641
($335,617)
$128,024

Reduction in Program FTEs

Current Level Program FTEs

Reduction in Tort Claim Investigation FTEs
Increase in Contract Management FTE
New Level Program FTEs

FY 2016
32
(2.2)
03
13

Prepared by Dept. of Enterprise Services, Finance Division Budget Office

FY 2017
32
(2.2)
03
13

Biennial Total
3.2
(2.2)
0.3
13

FY 2018
$93,835
$189,720
$283,555

FY 2018
$52,116
$1,861
$113,832
$167,809

FY 2018
$37,352
$75,888

$2,507
$115,747

FY 2018
$27,021
$27,021

FY 2018
$285,400
$204,800

FY 2018
$285,400
$27,021
$312,421
($167,809)
$144,612

FY 2018
$204,800
$27,021
$231,821
($167,809)
$64,012

FY 2018
3.2
(2.2)
03
13

FY 2019
$93,835
$189,720
$283,555

FY 2019
$52,116
$1,861
$113,832
$167,809

FY 2019
$37,352
$75,888

$2,507
$115,747

FY 2019
$27,021
$27,021

FY 2019
$285,400
$204,800

FY 2019
$285,400
$27,021
$312,421
($167,809)
$144,612

FY 2019
$204,800
$27,021
$231,821
($167,809)
$64,012

FY 2019
3.2
(2.2)
03
13

Biennial Total
$187,671
$379,440
$567,111

Biennial Total
$104,232
$3,722
$227,664
$335,617

Biennial Total
$74,704
$151,776
$5,014
$231,493

Biennial Total
$54,041
$54,041

Biennial Total
$570,800
$409,600

Biennial Total
$570,800
$54,041
$624,841
($335,617)
$289,224

Biennial Total
$409,600
$54,041
$463,641
($335,617)
$128,024

Biennial Total
3.2
(2.2)
0.3
1.3
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Budget By Program Unmerge cells before pasting! Key in Number of Annual FTES below:

DES and DOT FY15 Costs For convenience: after pasting, you may filter on "Obj" to hide "Blanks". 22
Division-Program-Sub Program Type Source Obj SO SSO Amount Adjusted Notes
Amount

DES 134,050.46 93,835.32

DES Job Positions 74,451.28 52,115.90 Adjusted for 0.7 FTE

DES Job Positions A 56,560.00 39,592.00 Adjusted for 0.7 FTE

DES Job Positions B 17,891.28 12,523.90 Adjusted for 0.7 FTE

DES Direct Budgets E 2,658.34 1,860.84 Adjusted for 0.7 FTE

DES External Cost 3,581.19 2,506.83 Adjusted for 0.7 FTE
Allocations

DES External Cost Jefferson E ED 1104 13,535.28 9,474.69 Adjusted for 0.7 FTE
Allocations Rent

DES Internal Cost T TE 39,824.37 27,877.06 Adjusted for 0.7 FTE
Allocations

WSDOT 75,888.00 113,832.00

WSDOT Job Positions 75,888.00 113,832.00 Adjusted for 1.5 FTE

WSDOT Job Positions A 54,504.00 81,756.00 Adjusted for 1.5 FTE

WSDOT Job Positions B 21,384.00 32,076.00 Adjusted for 1.5 FTE

WSDOT 75,888.00 75,888.00 1.0 FTE to Transfer within WSDOT

WSDOT Job Positions- 75,888.00 75,888.00 1.0 FTE to Transfer within WSDOT
Transferred

WSDOT Job Positions- A 54,504.00 54,504.00 1.0 FTE to Transfer within WSDOT
Transferred

WSDOT Job Positions- B 21,384.00 21,384.00 1.0 FTE to Transfer within WSDOT
Transferred

Report Date 4/2/2015 2:50:29 PM Page 2 of 8
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DES-DOT Staffing Costs

Reduction in Staffing Costs Annual Savings CARP Values

Salaries (A) (121,348.00) (121,348.00) Update information in each
Benefits (B) (44,599.90) (44,599.90) cell indicated.
Employee Training & Development (EG) 0.00 0.00

Travel (G) 0.00 0.00

Other Direct Costs (1,860.84) (1,860.84)

Indirect Staffing Costs (0% of Objs. A&B) 0.00 0.00

Total (167,808.73) (167,808.73)

Time period for ramping down staff costs 0

Reduction in Staffing Costs by Month Monthly Savings

FMO1- July 2015 (13,984.06)

FMO02- August 2015 (13,984.06)

FMO3- September 2015 (13,984.06)

FMO04- October 2015 (13,984.06)

FMO5- November 2015 (13,984.06)

FMO06- December 2015 (13,984.06)

FMO7- January 2016 (13,984.06)

FMO08- February 2016 (13,984.06)

FMO09- March 2016 (13,984.06)

FM10- April 2016 (13,984.06)

FM11- May 2016 (13,984.06)

FM12- June 2016 (13,984.06) (167,808.73) FY16 Total Reduction
Year One Savings (167,808.73)

FM13- July 2016 (13,984.06)

FM14- August 2016 (13,984.06)

FM15- September 2016 (13,984.06)

FM16- October 2016 (13,984.06)

FM17- November 2016 (13,984.06)

FM18- December 2016 (13,984.06)

FM19- January 2017 (13,984.06)

FM20- February 2017 (13,984.06)

FM21- March 2017 (13,984.06)

FM22- April 2017 (13,984.06)

FM23- May 2017 (13,984.06)

FM24- June 2017 (13,984.06) (167,808.73) FY17 Total Reduction
Year Two Savings (167,808.73)

\\Profiles.eClient.wa.lcI\DESProfileS\jonp\Desktop\ContractingOut\Copy of Financial Details Vehicle Accident Claims
Proforma.xlsm 2/22/2016
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DES-DOT Staffing Costs

Notes & Assumptions
Staffing Costs reflect 0.7 FTE Tort Claims Investigator at DES and 1.5 FTE Tort Claims Investigators at WSDOT.

\\Profiles.eClient.wa.lcI\DESProfileS\jonp\Desktop\ContractingOut\Copy of Financial Details Vehicle Accident Claims
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Copy of Financial Details Vehicle Accident Claims Proforma.xlsm @Wﬂﬁ-"m“'" State Depanment of
New Costs Due to Contracting - Enterprise Services

New Costs Due to Contracting Out FY16 New Costs FY17 New Costs FY18 New Costs FY19 New Costs
Contract Management Costs 27,020.73 27,020.73 27,020.73
New Cost

Total Savings 27,020.73 27,020.73 27,020.73

Notes & Assumptions

Contract Management Costs include Salary, Benefits and Direct Costs for 0.25 FTE WMS employee.

\\Profiles.eClient.wa.lcl\DESProfile$\jonp\Desktop\ContractingOut\Copy of Financial Details Vehicle Accident Claims Proforma.xlsm
Prepared by Dept. of Enterprise Services, Finance Division Budget Office

Update information in each

cell indicated.
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Transferred Costs

DES Continued Costs

Shared Services Costs

Jefferson Rent (No New Tenant)
Transferred Costs

Transferred Costs

Other Transferred Costs

Total DES Continued Costs
State Continued Costs
External Cost Allocations

Transferred Costs

Total State Continued Costs

Notes & Assumptions

EY16 Transf. Costs
27,877.06
9,474.69

0.00

37,351.75

FY16 Transf. Costs

2,506.83

2,506.83

fﬂ Washington S‘...'s(r: Dt:r.;ar'.mnm‘m'
&7 Enterprise Services

EY17 Transf. Costs
27,877.06
9,474.69

0.00

37,351.75

FY17 Transf. Costs

2,506.83

2,506.83

FY18 Transf. Costs
27,877.06
9,474.69

0.00

37,351.75

FY18 Transf. Costs

2,506.83

2,506.83

FY19 Transf. Costs
27,877.06
9,474.69

0.00

37,351.75

FY19 Transf. Costs

2,506.83

2,506.83

\\Profiles.eClient.wa.lcl\DESProfile$\jonp\Desktop\ContractingOut\Copy of Financial Details Vehicle Accident Claims Proforma.xlsm
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Update information in each

cell indicated.
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Copy of Financial Details Vehicle Accident Claims Proforma.xlsm f Washington State Department of
Contractor Bids Enterprlse Services

Bid #1 FY16 Contract Costs FY17 Contract Costs FY18 Contract Costs FY19 Contract Costs
Partners Claim Services, Inc. 285,400.00 285,400.00 285,400.00 285,400.00
Bid #2 FY16 Contract Costs FY17 Contract Costs FY18 Contract Costs FY19 Contract Costs
Hughes Claims Management, LLC 204,800.00 204,800.00 204,800.00 204,800.00

Notes & Assumptions
Costs for Partners Claim Services, Inc. are based on 76 Bodily Injury Claims being processed at bid rate of $600 per claim and

872 Property Damage claims processed at bid rate of $275 per claim.

Costs for Hughes Claims Management, LLC are based on 76 Bodily Injury Claims being processed at bid rate of $400 per claim and
872 Property Damage claims processed at bid rate of $200 per claim.

Claim counts are based on FY14 actuals.

\\Profiles.eClient.wa.lc\DESProfileS\jonp\Desktop\ContractingOut\Copy of Financial Details Vehicle Accident Claims Proforma.xlsm
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Update information in each
cell indicated.
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RFQQ #02815
Vehicle Accident Claims Services
Cost Scores

Bidder 1 Bidder 2 Bidder 1 Bidder 2 Bidder 1 Bidder 2
Partn'ers Claim Hughes Claims
services, Inc. Management, LLC
ltems Partners Claim Hughes Claims Partners Claim Services, Hughes Claims (Claims $ x (Clgaims s'x
Services, Inc. Management, LLC Inc. Points Management, LLC Points Historical . ) )
Figures - HIStOI’IC.a| Figures -
Section 1.8) SO
Fixed Rate Per Bodily $600.00 $400.00 66.67 100
Injury Claim $45,600.00 $30,400.00
Fixed Rate Per
Property Damage $275.00 $200.00 72.73 100
Claim $239,800.00 $174,400.00
Hourly Rate $70.00 $50.00 71.43 100 $285,400.00 $204,800.00
Preference in Rate
Structure: Hourly No preference **DES/WSDOT processed 76 Bodily
Injury Claims and 872 Property Damage
Claims in Fiscal Year 2014. The amounts
above reflect what it would cost a
Total Cost Score 210.82 300 vendor to complete the claims on a per
claim basis (not hourly).

Additional Charges Not Evaluated:

Bidder 1 Bidder 2
Partners Claim Hughes Claims
Services, Inc. Management, LLC
$120.00 for Heavy
Equipment,
. $425.00 claim
A | 60.00
ppraisals > under $20,000,
$625.00 claim over
$20,000
Medical Records At Cost $25-$300, At Cost
Medical R 100-
et.:hca ecords At Cost $100-$500+, At
Review Costs Cost
100-$1,000+, At
Opinions of Experts At Cost ? ?
cost
100-5500+, At
Disposal of Salvage $75.00 2 >

Cost
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Vehicle Accident Claim Services (#02815)
Executive Summary

Background

Under RCW 4.92.210, the Department of Enterprise Service (DES) Office of Risk Management
(ORM) is responsible for reviewing and managing all vehicle liability claims (auto claims) arising
from tortious conduct of state government. DES maintains a centralized claims tracking system and
investigates, negotiates, and settles claims. DES fulfills these responsibilities on behalf, and with
the assistance, of the affected state agency. Under RCW 43.19.008, the Office of Financial
Management (OFM) has charged DES with testing the market to determine if certain ORM
services may be performed by the private sector in a more cost-efficient and effective manner.

Scope

DES conducted a competitive solicitation for services. The focus of the solicitation was on the
vehicle accident claims investigation and resolution process. Services included within the
solicitation included, but were not limited to, conducting an initial investigation, evaluating the
claim and the exposure of the state related to the claim, setting appropriate reserves within the
state’s $10 million Self Insured Retention (SIR) fund and working with the claimants and
claimants’ counsel to resolve the claim.

ORM has currently delegated authority to the Washington State Department of Transportation
(WSDOQOT) to conduct investigations for the agency’s vehicle claims. Should it be concluded that it
may be more beneficial for the state to privatize this work, DES will proceed in awarding a single
statewide contract for these services with the Apparent Successful Bidder (ASB), which would
include the claims processed at WSDOT.

Service Context

The services provided under this solicitation are provided for, and with assistance of, state agencies
customers. Customers want a service provider who can build and maintain relationships.
Customers also require that the provider of these services understand their unique concerns and
business conditions, and ensure that the claims process takes these concerns into account. For
example, the Washington State Patrol and WSDOT have specialized vehicles, special equipment,
and unique security concerns around these properties. Compliance with the requirements of the
Public Records Act is also critical. The RFQQ details the process and performance expectations of
the contractor.

Solicitation Overview

The solicitation was issued via the Washington Electronic Business Solutions (WEBS) on April 22,
2015 to 1,818 vendors of which 394 were either women, minority, veteran or small businesses.
Two amendments were posted, 1) to extend the bid due date and 2) answer questions raised at the
pre-bid (held on May 5, 2015) and change the cost requirements. Responses were due on May 22,
2015 and two (2) vendors submitted responses: Hughes Claims Management, LLC and Partners
Claims Services, Inc.



http://app.leg.wa.gov/rcw/default.aspx?cite=4.92.210

http://apps.leg.wa.gov/rcw/default.aspx?cite=43.19.008



The solicitation was scored on cost and non-cost factors for a total of 1,000 points. Cost factors
included a rate per claim for bodily injury, a rate per claim for property damage, and an hourly rate
for services. The solicitation also allowed bidders to include rates for additional services including
appraisals, medical records, expert opinions and salvage. There were 300 cost points available. An
evaluation team consisting of representatives from ORM, WSDOT, and WSP evaluated the non-
cost responses. A representative from DSHS withdrew due to a conflict of interest.

Non-cost factors included the vendors’ experience level, the bidder’s proposed approach for
customer service and quality assurance, the bidders proposed approach for meeting the key
requirements in the solicitation, company references, and the bidder’s proposed performance
measures. There were a total of 700 non-cost points available.

After the two responses were reviewed for cost and non-cost factors, Partners Claims Services, Inc.
received the highest score of 803.32 points.

The bidder responses and the bid scoring and tabulations are enclosed.

Financial Review

The estimated cost of the vendor to provide the service is based on the per claim rates proposed
multiplied by the number of actual claims in fiscal year 2014.

State costs to perform the service are broken down into the costs that would truly go away if the
service were contracted out, and those costs that would be shifted to other parts of DES or the state.
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The Cost Analysis Approach

It is important to ensure a fair and accurate comparison of the cost to Washington State government to
either perform a service directly or to contract for the service with the private sector. If the
comparison only looks at current DES costs and the bids submitted by vendors, important information
may be missed. For example:

e If aservice is contracted out, the direct costs of performing the service will generally go
away. Some portion of the indirect and overhead costs associated with the service, however,
likely will continue to be paid by the agency or the state. For example, there will still be an
agency director, the state still pays costs related to the 1500 Jefferson building, etc.

e The service may be of a size such that only fractions of FTEs are involved, and thus it could be
difficult to fully reduce the direct costs of the service without harming another service.

o DES may have conversion or transition costs, or revenue from the disposition of assets, if a
service is contracted out.

o DES may have new contract administration costs.

To aid accurate comparison and to reduce decision risk, DES developed a standard approach and format
to itemize and categorize costs when performing a cost analysis. The current costs to provide the service
are shown in three categories:

o Costs that would go away immediately if the service were contracted out,
e Costs that would go away eventually, but not immediately, and
e Costs that would be transferred to other parts of DES or state government.

The costs for contracting out a service include the bidder’s proposed costs to the state, plus any new costs
to the state for exiting the service and managing the contract.

Notes and Assumptions for the Auto Claims Analysis

Staff Costs: The current services are provided by multiple people at both DES and WSDOT. The
workload is approximately 3.2 Tort Claim Investigator FTEs in total (an estimated .7 FTEs for DES and
2.5 FTEs for WSDOT). The time and costs for supervision of the investigators was not included in this
estimate. Total staffing costs are approximately $242,000 per fiscal year, about $166,000 of which could
probably be eliminated if the service were discontinued. Portions of employee time not devoted to auto
claims are devoted to other risk management and claim work at these agencies.

Direct non-staff costs: The costs of materials, training, travel, etc. associated with the DES staff that
provide this service are estimated at about $1,800 per fiscal year.

DES Internal Shared Services, Rent, Utilities: This includes the per FTE share of the costs of agency
shared services (for example, human resources and finance), facility rent and utilities. The size of this
service is so small, that there would be virtually no impact on the level of shared services costs if the
service were contracted oult.





External Cost Allocations to DES: This includes the per FTE share of the interagency costs allocated
to DES such as archives, OCIO, etc. The size of this service is so small, that there would be virtually no
impact on the level of external service costs if the service were contracted out.

WSDOT staff cost transfers: WSDOT estimates that fractions of staff processing auto claims,
equivalentto 1 FTE, could not be eliminated but would be shifted elsewhere in WSDOT.

New expenses related to contracting: DES Office of Risk Management estimates that 0.25 FTE would
be required to manage and oversee the work of the contractor. This work would involve new functions
not currently performed by DES and is over and above employee supervision work currently being
performed. The cost of this new work would be $27,000 per year. While it’s possible that the level of
contract management required could lessen after the first 18 months, the estimates assume the .25 FTE
level continues.

Bidders’ proposed costs: The bids received from Hughes Claims Management, LLC, and Partners
Claims Services, Inc., were modeled using fiscal year 2014 actual claims and the bidders’ per claim rates
to determine the estimated future cost of these vendors.






STATE OF WASHINGTON

DEPARTMENT OF ENTERPRISE SERVICES

1500 Jefferson Street SE, Olympia, WA 98501

June 17, 2015

To: David Schumacher, Director
Office of Financial Management

From: Chris Liu, Director
Department of Enterprise Services

Subject: Procurement for Motor Vehicle Claims Process through Resolution

Under RCW 43.19.008 (5), the Office of Financial Management (OFM) is required to review the
programs and services that are performed by the Department of Enterprise Services (DES) and select up
to six services that may be performed by the private sector. RCW 43.19.008 then requires DES to use an
appropriate procurement process to determine if the activity can be performed at a reduced cost and with
greater efficiency by the private sector. At the conclusion of the procurement process, OFM must
determine if the activity can be performed at a reduced cost and greater efficiency by the private sector.
Based on OFM’s decision, DES will either award one or more contracts for the activity or cancel the
procurement.

In February 2014, OFM made the determination that one of the activities to be tested in the private market
is the Motor Vehicle Claims Process through Resolution that is currently performed by the DES Office of
Risk Management. Based on the scope of services, DES determined that a Request for Quotes and
Qualifications (RFQQ) would be the appropriate procurement method.

I am enclosing a report which describes the procurement process, provides the procurement results, and
includes financial information about current services costs and the costs associated with contracting out
the service. The report includes the following sections:

Executive Summary
RFQQ and Amendments
Bidder Responses

Bid Tabulation

DES Financial Review

We are available to discuss the process and any information related to this procurement. If you need
additional information or have any other questions or concerns, please contact Farrell Presnell, Assistant
Director/Contracts, Procurement & Risk Management at 407-8820 or Farrell.presnell@des.wa.gov.




mailto:Farrell.presnell@des.wa.gov



