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FOR COUNCIL MEETING OF July 7, 2009 

COUNCIL AGENDA REPORT 

July 7, 2009 

TO: Mayor and City Council 

FROM: City Manager 
Prepared by: Assistant City Attorney 

SUBJECT: RESOLUTION AUTHORIZING EXECUTION OF AMENDMENT NUMBER 
3 TO EXISTING AGREEMENT WITH CARL WARREN & COMPANY 
FOR THIRD PARTY ADMINISTRATIVE SERVICES FOR THE CITY'S 
LIABILITY PROGRAM 

RECOMMENDATION: 

That the City Council adopt a resolution: 

1. That Amendment No. 3 to the City's agreement for third party 
administration services with Carl Warren & Company, originally entered 
into on June 20, 2000, be approved; and 

2. That the City Manager, or his designee, be authorized to sign the 
amendment. 

BACKGROUND: 

City Council Resolution 2000-103 was passed on June 20, 2000, and in addition to 
granting settlement authority limits to the City's third party claims administrator, Carl 
Warren & Company, approved the existing agreement between the City and Carl 
Warren & Company for its administration of the City's liability program. The City 
Council approved an amendment to this agreement on September 19, 2006 
(Amendment No.1) to modify the settlement authority granted to Carl Warren & 
Company for clarification purposes as well as to make changes with respect to certain 
fees charged to the City. This amendment extended the term of the contract through 
June 30, 2008. In July, 2008, Amendment No.2 to the contract was approved at staff 
level to extend the term of the contract through June 30, 2010, and authorize very 
minor fee increases. 

In December, 2008, the City's insurance carrier conducted an audit of the City's claims 
handling procedures, including the practices of the claims handled internally by City 
staff and those claims referred to Carl Warren & Company, the City's third party claims 
administration firm. One of the recommendations of the audit was for the City to 
provide information on internal claims to Carl Warren & Company upon settlement, 
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rejection, or litigation of the claim. This information would thereafter be maintained by 
Carl Warren & Company and included in loss runs, which are essentially print-outs of 
statistical data regarding administration and liability costs incurred in connection with 
the claim. 

DISCUSSION: 

City staff often handles claims in-house, if referring them to Carl Warren & Company 
that would incur unnecessary costs. Some claims are frivolous and can be immediately 
rejected at staff level. In other claims, liability against the City may be so clear that they 
should be immediately paid without negotiation. In still other claims, the amount of 
claimed damages may be a very small amount (e.g., less than $100, which is about 
what it costs the City for Carl Warren & Company to set-up a file for the claim). Staff 
refers claims to Carl Warren & Company that have significant damages, questionable 
liability or other situations where professional adjusting and negotiation expertise is 
needed. 

At the present time, the City has been maintaining its own information about internally 
handled claims, and this information is not included in loss runs that Carl Warren & 
Company provides to the City's insurance carrier. Our insurance carrier recommended 
that the City provide information on internally handled claims to Carl Warren & 
Company so this information could be included with information regarding the claims 
handled by Carl Warren & Company, so that all information about claims and losses 
could be centralized and provided by a single entity. • 

By including information on the City's internally handled claims, the City essentially 
eliminates a potential argument from an insurance carrier that it was not provided with 
accurate loss information when providing insurance to the City. This argument has 
been used by insurance companies to deny coverage. 

Fiscal Considerations: 
No significant fiscal impact. The recommended action will increase the City's costs for 
services provided by Carl Warren & Company by $1,200 annually, which will 
compensate Carl Warren & Company for providing an additional service to the City 
which was recommended by the City's insurance carrier. 

Impact to the Community: 
None. 

Philip F. inca, 
ASSIST NT CITY ATTORNEY 
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Amendment Number 3 

Contract between City of Santa Maria and Carl Warren & Company for 
Liability Program Third Party Administration Services 

The City of Santa Maria and Carl Warren & Company agree to the following 
amendments to the Liability Program Third Party Administration contract 
approved by the City Council on June 20, 2000. 

• Consideration: Services for July 1, 2009 through June 30, 2010 will be 
billed on a time and expense basis as follows: 

Monthly Administration Fee: 
Adjusters Hourly Rate 
Photographs 
Mileage 
Photocopies 
Set Up Fee 
Data Processing 
Index 

$500.00 per month* 
$60.00** 
$2.25 per photo 
$.51 or current IRS rate 
$.25 per page 
$60.00 per file, one time only** 
$30.00 
$18.00 

* The additional $100.00 per month added to this fee is intended to cover 
expenses for including and maintaining information about claims handled 
internally by City staff for conducting loss runs. 

**This represents an increase of $2.00 over the fee charged between July 
1, 2008 through June 20, 2009, an increase authorized in Amendment No. 
2. 

All other terms and conditions in the June 20, 2000 agreement will remain the 
same. 

******************************************* 

IN WITNESS THEREOF, City and Contractor have executed this Contract 
Amendment NO.3 on the day and year first hereinabove set forth. 

City of Santa Maria 

By: -:::-c----:-:-----
City Manager 

Contractor 

By: _________ _ 
Executive Vice President 
Carl Warren & Company 
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RESOLUTION NO. 2009-96 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SANTA MARIA, 
CALIFORNIA, AUTHORIZING THE EXECUTION OF AN AMENDMENT TO 

THE EXISTING AGREEMENT WITH CARL WARREN & COMPANY TO 
PROVIDE THIRD PARTY ADMINISTRATOR SERVICES FOR THE CITY'S 

LIABILITY PROGRAM 

WHEREAS, the City Council of the City of Santa Maria entered into an 
agreement with Carl Warren & Company on June 20, 2000, for third party 
administration services for the City's liability program; and 

WHEREAS, for their entire period of the agreement with Carl Warren & 
Company, City staff has handled a significant percentage of claims "in-house" 
rather than referring them to Carl Warren & Company for handling; and 

WHEREAS, the reason for handling some claims "in-house" was to avoid 
incurring costs when investigation or negotiation of a claim was unnecessary or 
uneconomical, for example, when the amount of damages at issue was small, 
liability against the City was clear, or the claim was frivolous; and 

WHEREAS, an audit of the City's claims management practices was 
conducted in and around December, 2008 by the City's excess insurance carrier; 
and 

WHEREAS, one of the recommendations of this audit was for Carl Warren 
& Company to receive and maintain information about claims handled internally 
by City staff for inclusion in loss runs (i.e., statistical information about 
administrative and liability costs incurred in connection with claims); and 

WHEREAS, failure to provide complete information to an insurance carrier 
about past claim and loss history can result in a denial of coverage or other 
undesirable consequences to an insured party; and 

WHEREAS, the City's agreement with Carl Warren & Company does not 
include any fees for maintaining information of the claims handled internally by 
City staff for loss runs; 

NOW, THEREFORE, IT IS HEREBY RESOLVED, by the City Council of 
the City of Santa Maria, California, as follows: 

1. That Amendment No. 3 to the City's agreement for third party 
administration services with Carl Warren & Company, originally 
entered into on June 20, 2000, to pay an additional $100 per month 
for the monthly administration fee to compensate Carl Warren & 
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Company for maintaining information about City claims handled 
internally, is hereby approved; and 

2. That the City Manager, or his designee, is hereby authorized to 
sign Amendment No. 3 and thereafter approve minor changes to 
the agreement if necessary. 

PASSED AND ADOPTED at a regular meeting of the City Council of the 
City of Santa Maria held this 7th day of July, 2009. 

Mayor 

ATTEST: 

CITY CLERK 

APPROVED AS TO CONTENTS 
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