
Workers’ Compensation Third 
Party Administrator Contract

City Council Briefing
August 3, 2005
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Purpose

• Review the development of the Request 
for Proposals

• Review the criteria development and 
evaluation process

• Provide results of the evaluation process
• Make recommendation for award
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Background

• An effective Workers’ Compensation (WC) 
program:
– Takes care of employees with job related injuries
– Encourages employees to return to work

• City is self insured for all individual employee’s 
injuries up to $750K

• City buys excess workers’ compensation 
insurance for protection against catastrophic 
claims
– Insured for losses in excess of $750K per occurrence
– Policy premium ($405K/yr) from Purchased Insurance Fund
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Background

• AON (the City’s Risk Management Broker 
of Record) has evaluated the difference 
between self-insured or fully insured 
options

• City of Dallas has a large volume of claims 
that warrants a self-insured system
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Background
• The Third Party Administrator (TPA) is a company that 

specializes in evaluating, processing and paying of 
claims on behalf of the City

• Services provided by a TPA:
– Determination of eligibility
– Payment recommendation
– WC Cost Containment  

• PPO network, pharmacy card
• Medical, hospital, pharmacy bill auditing
• Pre-authorizations
• Case management
• Peer reviews

– Provides legal representation for Texas Workers’ Compensation 
Commission issues
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Background

• The City initiates the claims handling 
process by notification from employees 
and citizens

• It is the responsibility of the City to 
oversee the administration of the claims 
until completion

• This involves clarification of policies, 
procedures, and returning employees to 
work expeditiously
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Background

Workers’ Compensation Claims
• City spent approximately $18M in FY 04 

for workers’ compensation claims
• Of 2314 claims filed for FY 04; 

– 1496 were for Police & Fire which represents 
65% of claims shown on next slide
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WC Statistics – FY 04



Background
• City renewed its existing contract with Ward 

North America for 1 year in June 2004 to allow a 
more thorough review of the entire Workers’
Compensation (WC) program

• That review included:
– A performance audit of the WC completed by the City 

Auditor on December 3, 2004
– A comprehensive review of WC, limited duty policies 

and Wage Supplementation completed by 
PartnerSource, Inc (contracted by the City Attorney) 
on January 26, 2005

– Commission on Productivity and Innovation recommended 
changes for Loss Control March 28, 2005
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Major Findings
– No formal process to measure WC program 

success or accountability to Senior Management 
(PartnerSource)

– WC costs incurred and paid are higher than other 
groups reviewed (PartnerSource)

• The current system does not encourage injured employees to 
return to work

• The WC claim duration was longer than the group average
– Indemnity Claim duration rose from 44 days higher than peer 

group in 2000 to 72 days higher than peer group in 2003
– Risk Management has limited audit processes. In 

addition, no documentation was provided to 
demonstrate audit recommendations were 
implemented (PartnerSource)

10



Major Findings 
– Wage Supplementation procedures, including 

eligibility requirements, should be reviewed and 
updated (City Auditor)

– Safety initiatives are not defined and have 
minimal impact on the reduction in workers’
compensation losses (PartnerSource)

– Risk Management related Administrative 
Directives are out of date and need updating (City 
Auditor)

– Employees on lost time do not receive uniform 
communication (Aon)
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Recommended Improvements 
• Formalize Risk Management organizational structure 

with appropriate staffing and clear lines of accountability 
for all City Departments (All studies) 

• Structure programs to identify higher risk areas in 
departments and update/communicate procedures (Aon)   

• Develop a formal stewardship program; include 
increasing the frequency of monitoring, auditing and 
reporting.  Reporting must be consistent with TWCC 
categories for benchmarking purposes  (PartnerSource)

• For wage supplementation, develop strategies to 
encourage employees return-to-work and unify 
administration across all departments (Partner Source)
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Recommended Improvements
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• Maintain designated medical provider network for 
workers’ comp and wage supplementation eligibility, 
include an RN review for routine claims and M.D. review 
for complex claims credentialed by independent body 
(PartnerSource)

• Develop an Absence Management Program for all 
departments to expedite the return to work (All studies)

• Improve Safety and Loss Control program including 
safety incentives (All studies)

• Improve coordination of procedures and provide 
workflow process documentation to third party 
administrator (Aon)

• Provide safety training to employees and implement 
safety inspections using an incentive model 
(Commission on Innovation and Productivity)



City Process Changes

• Based on the outside consultants’ and Auditor’s 
recommendations, the City will change its 
management practices

• Most notably the Department of Human 
Resources will:
– Implement Citywide Loss Prevention Program
– Implement Citywide Absence Management 

Program to include Return to Work strategies
– Consolidate staff to Implement Loss Prevention 

and Workers’ Compensation Programs
• 80% completed; 20% to be completed by 9/15/05
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RFP Development

• The City incorporated the consultant findings, 
the City Auditor’s review, as well as the 
requirements of HR new management practices 
into the RFP

• The main goal of the RFP was to evaluate the 
proposers on their overall capabilities and new 
strategies they could bring to the City to help 
achieve the results outlined by the 
recommendations and changes to the City’s 
Workers’ Compensation Program strategy
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RFP Development

• While past experience was relevant, the City 
sought a vendor with state of the art technology 
and an approach that would make the Workers’
Compensation program more proactive 
especially in area of cost containment

• The ultimate goal of the City is to drive down the 
claims costs, while moving employees back to 
work as quickly as possible
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Proposal Process
• The City issued an RFP on March 17, 2005
• 14 Proposals were received on April 15, 2005
• All 14 proposals were evaluated by an evaluation 

committee comprised of Human Resources, Park & 
Recreation, and Equipment Building Services

• Each proposer was evaluated on the basis of the criteria, 
with special attention paid to Risk Management 
Information System Reporting Capabilities and 
innovative approaches that would help the City drive 
down the claims costs

• Of the 14 proposals, the committee narrowed the 
selection to the top 5 by ranking the proposals
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Proposal Process
• On May 3, 2005 the committee members and  consultant, serving as an 

advisor, attended presentations held at the Proposers’ place of business
• Proposers were asked to:

– Give a short summary of their proposal demonstrating their 
understanding of the City’s needs and requirements as requested 
through the RFP

– Demonstrate how their approach to managing claims set them apart
from competitors

– Demonstrate their Risk Management Information System 
– Committee looked for:

• Easy access to real-time claims data
• How system was used by vendor to manage claims rather than just keep 

information
• Automation of State required forms
• Ease of use
• Extensive standard & Ad-Hoc reporting capability

– Answer the committee’s questions pertaining to specifics of the RFP
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Proposal Process

• The committee completed the presentation 
process and evaluated each of the five 
Proposers, using the evaluation criterion 
included as part of the RFP 

• Those scores were compiled, and the proposer 
with the highest cumulative score was TRISTAR 
Risk Management
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Evaluation Scores
Criteria Max 

points
Attenta Crawford Hammerman 

& Gainer Inc.
Ward North 

America
TRISTAR

Scope of Services -
20 points 80 52 53 58 64 71

Demonstrated 
Experience -15 
points

60 47 54 51 59 54

Risk Management 
System – 25 points 100 64 69 72 85 96

Claims 
Management – 15 
points

60 45 48 51 56 58

Cost management -
25 points

100 76 72 81 81 97

Combined Score
400 *284 *296 *313 *345 *376

20*Scores shown are combined scores of 4 evaluators



Proposal Process
• On June 6, 2005 staff briefed Business and Commerce 

and asked for a recommendation 
• Committee made a recommendation to move forward 

with award
• On June 22, 2005 Workers’ Compensation & Third Party 

Administration was presented to Council for award
• Several Proposers spoke against staff’s 

recommendation citing lower cost 
– One of the vendors apparently misrepresented their costs at the 

June 22, 2005 City Council meeting
• Item was deferred to the August 10, 2005 City Council 

Agenda
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Pricing

• As a result of comments made by vendors at 
the June 22, 2005 City Council meeting, a 2nd

request for fixed pricing was sent on July 14, 
2005 to the top five Proposers

• The request was made in an effort to clarify 
and obtain a complete cost for services being 
requested  
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Pricing 

Attenta Crawford
Hammerman & 

Gainer, Inc.
Ward North 

America TRISTAR

$11,060,976 *Non-Responsive * Non-Responsive $12,013,912 $11,991,853

The above figures represent a five-year total

*On July 14, 2005 the Proposers were instructed to submit revised financial 
proposals which clearly identify “the complete cost for each requested service”. 
These Proposers failed to provide such cost therefore staff could not clearly identify 
their complete cost.  They were notified on July 27, 2005 their proposal had been 
deemed non-responsive.
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Total Cost

• The Workers’ Compensation Program 
includes expenses for the TPA contract 
and the cost of the actual claims

• By selecting the right vendor, City expects 
to realize an annual claims cost reduction 
of $3 million dollars by FY07-08
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Recommendation
• TRISTAR Risk Management operational practices 

and technological capabilities are the best for the 
City of Dallas improved Workers’ Compensation 
program; new processes that would result in 
additional costs do not have to be developed 

• Already working with other entities with similar needs 
as the City:

– Approximately 60% of TRISTAR clients are public entities 
– Have multiple accounts with annual claims fees excess of 

$1,000,000
– Largest client is the County of Los Angeles, California with 

approximately 10,000 open indemnity claims (2 of 4 units)
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Recommendation
• In Texas, TRISTAR’s 

current public entity 
clients:
– City of Irving 
– Bexar County 
– Hidalgo County 
– Fort Bend County
– Calhoun County
– Matagorda County
– San Antonio ISD
– Brownsville ISD

Counties include Law 
Enforcement

• TRISTAR’s partner, Injury 
Management 
Organization’s (IMO) 
current public entity 
clients:
– City of Houston
– City of Austin
– City of Ft. Worth
– Houston ISD
– Ysleta ISD
– Irving ISD
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Recommendation
• TRISTAR has a record of true cost savings for 

existing clients, examples (claims only) –
Hidalgo County – the County went self-insured on 

7/1/03.  During that first year, total incurred costs 
amounted to $2,900,000. Last year, total incurred 
costs were $1,400,000.  Average cost per claim 
dropped from $4,700 to $2,200 per claim.  Lost time 
claims dropped from 162 to 92, a change of 60%. 

City of Irving – TRISTAR assumed this account in 2003.  
For the past two (2) years, the City has reduced their 
incurred losses nearly 50% when compared to the 
prior three (3) years.  In 2002, the City incurred nearly 
$1,200,000 in losses.  Since TRISTAR’s involvement, 
losses have averaged less than $700,000
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Recommendation

• The company who partnered with TRISTAR, 
Injury Management Organization (IMO), also has 
proven track record of significant savings

• References interviewed expressed their 
satisfaction indicating that TRISTAR was:
– customer service oriented
– motivated and initiates progress and improvements
– goes the extra mile to ensure customer issues are resolved in a 

timely manner
– willing to bring in additional resources to solve problems
– willing to think “out of the box”
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Recommendation
• TRISTAR also demonstrated state of the art 

technology, with the Valley Oak Portal System 
which has robust capabilities that include:
– All Workers’ Compensation components to streamline claims 

administration  
– All State-required forms are automated to improve the accuracy 

of data and timeliness of filing which minimizes the potential for 
violations and fines

– Has the interface capability for the City to cross-reference claims 
with the group benefits plan, and Central Index Bureau (CIB) to 
identify the potential of fraudulent claims helping to reduce 
claims costs by immediate notification of claims denial or 
disputes  

• Reporting and query capabilities were the most 
impressive of the five demonstrated
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Recommendation
• TRISTAR has a “Quality Assurance” program in place which 

consists of 4 employees who conduct semi-annual audits and 
monthly mandatory training that focus on:  

- timely investigations 
- reserving philosophy 
- maintenance of examiner and supervisory diaries
- controlling legal
- medical and allocated expense costs and 
- documentation standards. 

• TRISTAR also opens itself to external audits. It is currently in the 
testing period for a Type II, SAS 70 audit.  A formal opinion by the 
audit firm of Deloitte & Touche should be available by December 31, 
2005. This audit further substantiates the company’s financial 
integrity. 
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Recommendation

• Throughout the evaluation process, 
TRISTAR has demonstrated a willingness 
to create improvements for the entire 
workers compensation program

• Overall, TRISTAR provided the best fit for 
the City of Dallas’ needs and was the best 
proposer to help City achieve an annual 
goal of approximately $3 million reduction 
in claims costs by FY07-08
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Next Steps

• Award Workers’ Compensation Third Party 
Administrator contract to TRISTAR on the 
August 10, 2005 City Council agenda

• Fully implement strategic management practice 
changes for the Human Resources Department

• Monitor the progress of TRISTAR’s performance 
and report back to City Council on progress of 
improvements/savings
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