OPERATIONS COMMITTEE

 MARCH 20, 2002





SUBJECT:	WORKERS’ COMPENSATION INVESTIGATION SERVICES



ACTION:	APPROVE CONTRACT AWARDS FOR WORKERS’ COMPENSATION INVESTIGATION SERVICES PANEL





RECOMMENDATION



A.	Authorize the Chief Executive Officer to award 5-year, Unit Rate multiple award agreements to provide Workers’ Compensation Investigation Services, inclusive of two one-year options, effective April 1, 2002 with a total contract amount not to exceed  $5,000,000, with the following firms:

 

Frasco Investigative Services  	PS 5310-1145A,

MJM Investigations, Inc.  		PS 5310-1145B,

Luchay and Associates  		PS 5310-1145C,

Facticon, Inc.  				PS 5310-1145D,

Phillip J. Burruel and Associates 	PS 5310-1145E,

Page Investigations 			PS 5310-1145F,

Nelson and Nelson Investigations 	PS 5310-1145G, and

Fu-Gen Investigations, Inc. 		PS 5310-1145H





Authorize the Chief Executive Office to execute Task Orders, under these contracts for the investigative firms’ services in a total amount not to exceed $5,000,000.



RATIONALE



On July 26, 2001, the Board approved a technical staffing contract to bring the administration in-house of workers’ compensation claims occurring on or after September 1, 2001.  At that time, the Board was advised that a panel of investigators would be presented to the Board for approval.   



In the interim, MTA obtained services by competitive bid for investigations until the RFP process for the full panel could be completed.  There were two separate interim contracts awarded.  Luchay & Associates was awarded a contract to conduct compensability investigations, and Maye Investigations was awarded a contract for surveillance investigations. Luchay & Associates was successful in the RFP process and is being recommended for the full investigation panel.  Maye Investigation was �not a successful proposer as a prime contractor, but is a sub-contractor to Luchay & Associates.   Typically, the amounts of the task orders for the interim contracts have run between $800 and $2000, with the higher amounts allocated to the surveillance investigations.



California workers’ compensation laws favor the injured worker.  Employers choosing to challenge claims that have no merit must conduct thorough investigations to prove by a preponderance of evidence that the injury or illness is not work related.  Additionally, when it is suspected that an employee is claiming benefits under fraudulent circumstances, the employer must produce substantial evidence to support its position.  To achieve this, staff recommends that a panel of skilled workers’ compensation investigators be established to work with our in-house Special Investigations Unit (SIU).



The panel of investigators will be required to perform investigations of factual events surrounding reported workers’ compensation claims, to include, but not be limited to on-site, recorded interviews with injured workers, witnesses, supervisors and other individuals as directed by the MTA Workers’ Compensation Claims Unit or the MTA Special Investigation Unit (SIU).  Additional duties will involve securing medical releases from injured workers, copies of pertinent medical records, conducting activity and index checks, record searches of the Criminal and Superior courts, Social Security and DMV.  Investigators may be asked to obtain photographic evidence, verification of other earnings from secondary or concurrent employment and conduct video surveillance, on a case-by-case basis.



FINANCIAL IMPACT



Payments for investigation services for all claims will be paid from the workers’ compensation claims' reserves on the MTA balance sheet.  The annual expense for workers’ compensation costs, including investigation costs for current year claims, are included in the FY 02 budget in cost center  # 0531, Line Item 50291, workers’ compensation costs.  Since this is a multi-year contract, the cost center manager and Executive Officer will be accountable for budgeting the costs of investigations for claims not yet received in future years. 



ALTERNATIVES CONSIDERED



Staff considered the option of conducting investigations by using MTA Security personnel.   This option was rejected due to the cost of hiring the technically qualified staff, licensed to perform these functions, along with the additional resources to support such a staff.  





ATTACHMENT



A.  Procurement Summary



Prepared by:	Lucille van der Heyden, Claims Manager 

			

�

	

��Richard D. Brumbaugh

Chief Financial Officer��









��Roger Snoble

Chief Executive Officer��



 

�BOARD REPORT ATTACHMENT A

PROCUREMENT SUMMARY 



WORKERS’ COMPENSATION INVESTIGATION SERVICES



�Contract Number:  PS 5310-1145���Recommended Vendors:  

Facticon, Inc.                                                       MJM Investigations

Frasco Investigative Services, Inc.                      Nelson and Nelson Investigations�

Fu-Gen Investigations, Inc.                                 Page Investigations

Luchay and Associates                                        Phillip J. Burruel and Associates��3.�Cost/Price Analysis Information:  See Attachment 3���Bid/Proposed Price:

See Attachment 3�Recommended Price:

 See Attachment 3���B. Details of Significant Variances are in Attachment A-1.D���Contract Type: Unit Rate���Procurement Dates: ���A.  Issued: November 20, 2001���B.  Advertised: November 21, 2001���C.  Pre-proposal Conference:  December 4, 2001���D. Proposals Due: January 3, 2002���E. Pre-Qualification Completed: February 25, 2002���F. Conflict of Interest Form Submitted to Ethics: February 27, 2002���Small Business Participation:���A.  Bid/Proposal Goal:

      25%  DBE�Date Small Business Evaluation Completed:  February 26, 2002���Small Business Commitment: 25% Details are in Attachment A-2��7.�Invitation for Bid/Request for Proposal Data:���Notifications Sent:

12�Bids/Proposals Picked up:        23�Bids/Proposals Received:

16�� 8.�Evaluation Information:���A. Bidders/Proposers Names:



See Attachment A-3�Bid/Proposal Amount:

$  �Best and Final Offer Amount:

$   

���B. Evaluation Methodology:  Explicit Factor. Details are in Attachment A-1.C��9.�Protest Information:���A.  Protest Period End Date:  March 19, 2002���B.  Protest Receipt Date: TBD���C.  Disposition of Protest Date: TBD��10.�Contract Administrator:

Linda C. Wasley�Telephone Number:

922-4186��11.�Project Manager:

Lucille van der Heyden�Telephone Number: 

 922-4943���BOARD REPORT ATTACHMENT A-1

PROCUREMENT HISTORY



WORKERS’ COMPENSATION INVESTIGATION SERVICES



A. Background on Contractor



Facticon, Inc., of Irvine, California was established in 1990 and has provided Workers’ Compensation Investigation Services to such national corporations as LSG Sky Chefs and American Airlines.  



Frasco Investigations of Burbank, California has been in business for 37 years providing Workers’ Compensation Investigation Services for several area municipalities including Burbank and Long Beach. 



Fu-Gen Investigations of Beverly Hills, California has been in business since 1985 and has served as a sub-contractor to the MTA third party claims administrator, Hertz since 1993.  Other clients include LA County and Con Agra.   Fu-Gen’s work has been determined to be satisfactory on the MTA contract.



Luchay and Associates of Tustin, California has provided investigation services for more than thirteen years. Luchay has performed satisfactorily on the MTA Interim Contract for Worker’s Compensation Investigations, which expires March 31, 2002.  Luchay’s clients include:  Hazelrigg Risk Management, Republic Indemnity, and Coast Community College District.



MJM Investigations, Inc., of Ontario, California was incorporated in 1989 and has provided services for the California Insurance Fraud Division, Sedgewick CMS, UnumProvident, County of San Bernardino and City and County of San Francisco.    



Page Investigations of Moreno Valley, California was established in 1991 and has assisted various attorneys in Workers’ Compensation surveillance cases.  



Nelson and Nelson Investigations of Mission Viejo, California, has been in business since 1989 providing investigation services for Workers’ Compensation cases.  Their clients include Travelers Insurance, Marriott and Hazelrigg.  



Phillip J. Burruel and Associates of Los Angeles, California has been in business since 1988 and provided Workers’ Compensation Investigations for Crawford and Company (TPA), Adohr Farms/Heritage Foods, and JT2 Integrated Resources.

 



B. Procurement Background

     

This is a negotiated procurement for a panel of Workers’ Compensation Investigators using the explicit factors evaluation methodology.  



The Request for Proposal required a Unit Rate for each of the possible services that will be needed to investigate individual Workers’ Compensation Claims.  The Unit Rates were combined for the total proposal price and scored according to the formula provided in the Request for Proposal. 



Task Orders will be issued for each individual claim. Task Orders will be assigned to contractors based on the following criteria in the listed order of importance:



past performance on prior task order work,

qualifications of the Contractor, and

price. 



The Small Business Diversity Unit (SBD) recommended a Disadvantaged Business Enterprise (DBE) goal of 25%.  Three of the eight recommended firms on the panel are DBE’s.  All other firms on the panel were responsive to the 25% DBE goal.  



C. Evaluation of Proposals

   

The sixteen proposals were evaluated in accordance with the MTA Procurement Policies and Procedures Manual.  Two proposals did not meet the minimum requirements and were therefore not considered beyond the preliminary evaluation.  The technical qualifications of the remaining fourteen proposers were evaluated and scored based on a review of the proposals, clarifications, and reference check information.  The scores for price proposals were then factored into the final score.   The eight recommended contractor’s proposal scores were determined to be most advantageous to the MTA, price and other factors considered.



D.  Cost/Price Analysis Explanation of Variances



The recommended prices have been determined to be fair and reasonable based upon adequate competition.



A significant variance of 37% exists between MTA’s independent estimate of $1,188.77 and the average proposed price of  $750.159.  The variance is attributed to market factors influenced by adequate price competition. 

�BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS



WORKERS’ COMPENSATION INVESTIGATION SERVICES





PRIME CONTRACTOR – FRASCO INVESTIGATIVE SERVICES

		

Small Business Commitment					Other Subcontractors



Ron James Investigations    25%				None





PRIME CONTRACTOR – MJM INVESTIGATIONS, INC.



Small Business Commitment					Other Subcontractors



Westshield Investigations   25%				None





PRIME CONTRACTOR – LUCHAY AND ASSOCIATES



Small Business Commitment					Other Subcontractors



Maye Investigations 						None

Falconer Investigations					

Total Commitment		25%





PRIME CONTRACTOR – FACTICON, INC.



Small Business Commitment					Other Subcontractors



Ron James Investigations					None

Elliott Investigations		

Total Commitment		25%  		

		

�BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS



WORKERS’ COMPENSATION INVESTIGATION SERVICES





PRIME CONTRACTOR – PHILLIP J. BURRUEL AND ASSOCIATES   



Small Business Commitment					Other Subcontractors



Phillip J. Burruel is a certified DBE   100%			None





PRIME CONTRACTOR – PAGE INVESTIGATIONS



Small Business Commitment					Other Subcontractors	



Page Investigations is a certified DBE	100%		None





PRIME CONTRACTOR – NELSON AND NELSON



Small Business Commitment					Other Subcontractors



Falconer Investigations	  25% 		None





PRIME CONTRACTOR –	FU-GEN  	



Small Business Commitment		Other Subcontractors



FU-GEN Investigations is a certified DBE     100%		None







	 









�

BOARD REPORT ATTACHMENT A-3



WORKERS’ COMPENSATION INVESTIGATION SERVICES



�

Recommended Contractors�Proposed Combined Unit Rate�Recommended Combined Unit Rate��1�Facticon, Inc.

 �$799.345�$799.345��2�Frasco Investigative Services

        �$581.845�$581.845��3�Fu-Gen

                                             �$774.735�$774.735��4�Luchay and Associates

                �$734.345�$734.345��5�MJM Investigations, Inc

                  �$709.345�$709.345��6

�Nelson and Nelson 

                           �$829.345�$829.345��7�Page Investigations

                           �$646.145�$646.145��8�Phillip J. Burruel and Associates

     �$898.345�$898.345��

�Other Proposers�Proposed Combined Unit Rate��9�AD Young Investigative Services

   �Non-responsive��10�A.M. Investigations, Inc

 �Non-responsive��11�Bartell Investigations, Inc.  

              �$815.345��12�Elliott Investigations   

 �$842.845��13�Falconer Investigations

                     �$655.845��14�Maye Investigations and Security

   �$729.045��15�Universal Professional Services

  �$564.845��16�Westshield Investigations

     �$920.845��

WORKERS’ COMPENSATION INVESTIGATION SERVICES	� PAGE �9�










