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SUBJECT: Ratification, of Negotiations for Third Party Claim Administration and 
Managed Care Services 

RECOMMENDATION: 

Ratification of Negotiations for Third Party Claim Administration and Managed Care 
Services with Johns Eastern Company, Inc in the estimated amount of$4,729,827. 

PURPOSE 

The contractor will assume the administration of all claims involving workers 
compensation, general liability, automobile liability, environmental liability, property and 
crime bond I employee dishonesty and provide related technical assistance to the County: 
act as service provider representative on any claim issues or problems; act as liaison 
between the insurer, adjusters, field staff, medical management providers, medical 
network, the Risk Management Information System vendor and the County. 

DISCUSSION: 

On May 13, 2014 the Board approved award of Contract Y14-182-LC to Preferred 
Government Claim Solutions in the estimated amount of $4,545,470. Although the 
contract was awarded September 5, 2014 with performance beginning October 1, 2014 
staff and Preferred Government Claim Solutions (PGCS) have been working the 
transition of these services since the May 13, 2014 approval of the selection ofPGCS. 

While it is understood that the transition from one third party administrator to another 
will have challenges, PGCS repeatedly failed to demonstrate the ability to satisfactorily 
manage this program. Having exhausted every possible means to resolve this situation, 
including numerous meeting and written communications, a cure notice was issued to 
PGCS on October 14, 2014. 

The cure notice cited the following deficiencies that posed a serious threat to contract 
performance: 

a. Failure to perform the conversion of information technology data. 
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b. The lack of adjuster documentation on liability claims. 
c. The lack of financial information on all claims. 
d. The lack of receipt of daily downloads to the County's Risk Management 

Information System and the ability to issue payments in accordance with 
the contract. 

e. Incomplete or truncated adjuster documentation on workers compensation 
claims. 

PGCS' response to the cure notice was inadequate because they indicated the deficiencies 
were cured. However, in actuality, there was no appreciable improvement in their 
performance. Consequently, staff concluded that PGCS was unable to meet the 
performance requirements of the contract. A notice of termination was issued to PGCS 
on October 30, 2014. Johns Eastern Company, Inc. was selected as the first alternate by 
the Board on May 14, 2014. In view of the extremely urgent nature of this contract and 
the risk to the County due to the lack of an effective third party administrator, staff 
initiated negotiations with Johns Eastern Company, Inc. under emergency procurement 
conditions. 

Johns Eastern Company, Inc. previous served as the County's third party administrator 
and performed in an acceptable manner. Therefore, I am requesting Board ratification of 
this emergency action. 


