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WHAT WE FOUND

] Issues identified in our judgmental claim review revealed
@ opportunities to improve program administration that would
strengthen service delivery, oversight, and the employee
experience. Specifically, we noted opportunities to improve
tracking and follow-through on potential fraud investigations;
enhance monitoring of the third-party administrator’s (TPA)
communication with injured employees and other stakeholders;
and ensure contract provisions are both legally sound and clearly
defined. In addition, we noted gaps in data management that
undermine BART’s ability to provide program oversight.

Internally, BART’s Salary Continuation Plan (SCP) is administratively
burdensome, creates inequitable outcomes, and increases costs.
We also noted that strengthening BART’s return-to-work program
(RTWP) can accelerate employee rehabilitation, improving
outcomes and also reducing costs. Research cited by the New York
State Workers’ Compensation Board shows that only half of
injured employees will return to work after being off for six
months and after two years, that number drops to 1%.

RECOMMENDATIONS

© Toensure the WCP is consistant with policy and law, we
glll' recommend BART provide more robust oversight of its
- TPA, including:

e Assess contract elements for legality and clarity and update the
Special Claims Handling Instructions;

e Ensure the TPA establishes a Quality Control Plan and establish
monitoring procedures;

e |dentify and take corrective action for employees who were not
paid compensation they were eligible for; and

¢ Investigate and resolve potential data issues.

To reduce costs, we recommend BART strengthen the RTWP and
evaluate the Holidays portion of the SCP.

Management agreed to our findings and recommendations. See
pages 35-37 for full details.

OBJECTIVES

@Q\\ 2 our objective was to assess
? the overall administration
of BART’s Workers’ Compensation
Program (WCP). This second report
documents the results of additional

audit work, including:

e Examining compliance with
policies, procedures, laws, and
regulations; and

e Assessing WCP practices to
control costs.

The third report will present findings
and recommendations related to
financial obligations.

The first report was issued April 7,
2026, and is available at

bart.gov/oig.

VALUE ADDED

(7 Our audit highlights
opportunities for BART to
strengthen how it manages
workplace injury claims. WCPs are
designed to protect employees
through medical care and wage
replacement, but they also expose
BART to significant financial and
compliance risks if not managed
effectively.

Our findings and recommendations
support robust program oversight,
more consistent outcomes, data
integrity and reliability, and
opportunities to reduce program
costs.


https://bartig.specialdistrict.org/audit-reports-2026-9d9304e
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GLOSSARY OF ABBREVIATIONS

AFSCME — American Federation of State, County, and

Municipal Employees

ATU — Amalgamated Transit Union

BART — Bay Area Rapid Transit

Board — BART Board of Directors

BPMA — BART Police Managers’ Association
BPOA — BART Police Officers’ Association
CBA — Collective Bargaining Agreement

DIR — Department of Industrial Relations
DWC — Division of Workers’ Compensation
FMLA — Family and Medical Leave Act

Handbook — Non-Represented Handbook

Instructions — Special Claims Handling Instructions

OCIO - Office of the Chief Information Officer
OSIP — Office of Self-Insurance Plans

QCP — Quality Control Plan

RDO - regular days off

RTWP — Return-to-Work Program

SEIU — Service Employees International Union
SIU — Special Investigations Unit

SSN — Social Security Number

TAAD — Time Accounting and Administration

Department
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TMA - Temporary Modified Work Assignment
TPA — Third-party Administrator

TTD — Temporary Total Disability

WC — Workers’ Compensation

WCAB — Workers’ Compensation Appeals Board
WCP — Workers’ Compensation Program

Work Rules — Collective Bargaining Agreements and

the Non-Represented Handbook
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AUDIT OBJECTIVES AND PURPOSE

@'h\ Since October 2023, we received six allegations against 12 employees of potential fraudulent
=\ workers’ compensation claims. We investigated the allegations, and evidence supports that
C(i@ one employee committed workers’ compensation fraud. Although we did not substantiate
most of the allegations, they did raise valid concerns. These claims highlighted a potentially larger
problem, including a risk of fraud, waste, or both. To assess whether these issues may be widespread, we

initiated this audit to assess the overall administration of BART’s Workers’ Compensation Program (WCP).

We conducted an employee survey to gain insight into employee satisfaction with the WCP and used the
results to inform our audit work. The first report in this series documented the results of our employee
survey and identified opportunities to strengthen workers’ compensation administration. This second

report documents the results of additional audit work, including:
e Examining compliance with policies and procedures and applicable laws and regulations; and
e Assessing WCP practices to control costs.

While this second report focuses on program oversight and internal controls, the third report will present

findings and recommendations related to BART'’s financial obligations.

VALUE ADDED

Workers’ Compensation Programs (WCPs) play a critical role in protecting both employees

&

wellbeing of the workforce, maintains compliance with legal and regulatory requirements, and controls

and the organization by providing timely medical care and wage replacement for work-

related injuries while limiting the employer’s liability. An effective WCP helps ensure the

claim-related costs. Our findings and recommendations support robust program oversight, more

consistent outcomes, data integrity and reliability, and opportunities to reduce costs.

BACKGROUND

/9\ By law, employers are required to pay for workers’ compensation (WC) benefits. There are a
e\az /0 variety of WC benefits, such as medical care, temporary disability benefits, permanent
disability benefits, supplemental job displacement benefits, and death benefits. While many
of the benefits are for covering medical costs and wage replacement, benefits can also include help paying
for retraining or skill enhancement if an employee is eligible to receive permanent disability benefits, the
employer does not offer them work, and the employee does not return to work for their employer. Figure

1 provides additional information regarding WC benefits.

Page | 4
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Figure 1: Workers’ Compensation Benefits at a Glance

Workers’ Compensation Benefits at a Glance

)}

Workers’ compensation benefits are governed by state law, which
outlines various timeframes and eligibility requirements.

Medical Care

Reasonable medical treatment, paid for by your employer, to help you recover from
an injury or illness caused by work. Medical treatment must follow specific guidelines
and can include doctor visits, tests, medicines, equipment, and other treatment
services. Travel costs reasonably necessary to treat your injury may also be covered.

Temporary Disability Benefits

Payments if you lose wages because your injury prevents you from doing your usual
job while recovering. Your doctor determines your work restrictions and payments
are calculated as a percentage of your gross wages, subject to maximum and

minimum amounts.

Permanent Disability Benefits

Payments if you don’t recover completely and your injury causes a permanent loss of
physical or mental function that a doctor can measure. You are entitled to payments

even if you are able to go back to work. Based on the date you were injured and your
level of impairment, as determined by medical examination, a disability evaluator or

judge will calculate how much you are entitled to receive.

Supplemental Job Displacement Benefits

A voucher to help pay for retraining or skill enhancement if you are eligible to receive
permanent disability benefits, your employer doesn’t offer you work, and you don’t
return to work for your employer. This benefit is available for workers injured in 2004
or later. The voucher can be used for training at a California public school or other
provider listed on the state’s eligible provider list. Other costs, such as required tools,
equipment, or miscellaneous expenses, may also be eligible under the voucher.

Death Benefits

Payments to your spouse, children, or other dependents if you die from a job injury or
illness. Amounts are calculated based on the number of eligible dependents.
Reasonable burial expenses are also included.

Source: OIG generated based on information from the California Department of Industrial Relations.
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Workers’ Compensation Insurance

Employers have the option of either securing WC insurance to pay
for WC claims, or they can be self-insured. Self-insurance in WC
refers to situations where the employer assumes the financial risk
for providing WC benefits to its employees, rather than a traditional
insurance policy from an insurance carrier. Self-insurance is typically
used by large employers with sufficient resources to manage the risk

and costs associated with workplace injuries.

Since its inception, BART has been self-insured and has used the
services of a third-party administrator (TPA) to manage its claims.
Specifically, BART will internally cover up to $4 million per claim. If a
claim exceeds $4 million, BART will use a WC insurance policy to
cover the excess costs. According to data provided by the TPA, only

one claim has exceeded the $4 million threshold in the last 20 years.

Regulatory Environment

In a self-insured program:

The employer pays out-of-

pocket for each WC claim;

The employer is responsible
for managing claims, either
internally or by hiring a third-
party administrator (TPA); and

The employer must meet
regulatory requirements set
by the state.

Workers’ compensation in California is governed by a comprehensive legal and regulatory framework

designed to ensure that employees who are injured or become ill due to work-related causes receive

timely medical care, wage replacement, and other benefits. The system operates as a no-fault system,

meaning that eligible employees are entitled to benefits regardless of who was at fault for the injury.

The primary state agency responsible for regulating and overseeing the WC system is the Department of

Industrial Relations (DIR). Within DIR, several key divisions play roles in enforcement, adjudication, and

oversight:

e Division of Workers’ Compensation (DWC): Administers the system by monitoring the delivery of

benefits, resolving disputes, and ensuring compliance with laws and regulations.

e Workers’ Compensation Appeals Board (WCAB): A judicial body that adjudicates disputes related

to WC claims, including benefit entitlement, medical treatment, and permanent disability ratings.

e Office of Self-Insurance Plans (OSIP): Grants and monitors self-insurance authority for public and

private employers. Public employers, such as cities, counties, and transit agencies, often self-insure

and must comply with OSIP’s reporting and solvency requirements.
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While WC is primarily regulated at the state level, certain federal laws intersect with the system. For
example, the Americans with Disabilities Act (ADA) and the Family and Medical Leave Act (FMLA) may
apply concurrently with WC claims, particularly involving return to work accommodations or extended

medical leave.

Claims Administration

As of July 1, 2025, BART’s TPA was administering 761 open WC claims that have

incurred at least $117.8 million in claim-related costs.! BART’s workers’

compensation program (WCP) consists of three components: Third-Party

Administration, Medical Case Management Services, and Utilization and Bill
Review Services. Previously, BART utilized a different vendor for each WCP Open claims

total at least
$117.8 million in

incurred costs.

component; however, in 2024 BART contracted with its longstanding TPA,
Athens, to manage all three components. Figure 2 describes BART’s three WCP

components in greater detail.

Figure 2: BART’s Workers’ Compensation Program Component Descriptions

Third-Party Administration

Assumes overall responsibility for the administration of the WCP, including processing of WC claims in accordance with
state law and legislation, providing procedural oversight, recordkeeping, administrative functions, and coordinating all
ancillary services necessary to effectively address an injured worker's claim.

Medical Case Management Services

Provides oversight and proactive management of medical treatment with the objective of
assuring timely and appropriate treatment for employees that also remains focused on their
return to work. Specifically, these services include recommending and coordinating treatment
plans that are medically appropriate, defensible, improve the quality of care, control long-term
costs, and facilitate a prompt return to work.

Assures that procedures and treatments ordered are supported by peer-review and objective
medical guidelines, and that billing is for services actually rendered, at rates that are consistent
with the fee schedule.

r Utilization and Bill Review Services

Source: OIG generated based on current contract with the TPA.

1 This figure is based on information from the TPA’s system, which does not include 100% of BART’s WCP costs. For example,
while some of the WCP components administered by the TPA are captured in the data, some contract costs are not captured.
Additionally, BART staff time working with and providing oversight of the TPA is also excluded. According to the TPA’s system,
over $79 million of the $117.8 million incurred costs have already been paid.
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Key milestones in the WC claims process include the incident date, the knowledge date, the claim received
date, the claim determination date, and the claim close date. Figure 3 below describes these key
milestones and provides the average number of days between milestones based on recent data. Typically,
medical case management services and utilization and bill review services occur between the claim
determination and closed date. On average, claims that are accepted are closed 69 days after they are

received by the TPA, while claims that are denied are closed 106 days after they are received by the TPA.

Figure 3: BART’s Average Workers’ Compensation Claims Processing Time for Claims with Incident Dates
from July 1, 2021, through June 30, 2025 (FY 2022 through FY 2025)

An event or situation A workers’ All known claim
occurs where an compensation claim activity, such as
employee is filed with the third- medical treatment or

experiences a work-
related injury or
illness.

party administrator. lost wages, have been
completed, or the

claim was denied.

Incident Received Closed

Knowledge Determination

The employee The third-party

becomes aware of administrator reviews

their injury and the claim and

realizes that the determines whether

injury was work- to accept or deny the

related. claim.

Source: OIG generated based on claim data provided by the TPA.
Note: Depending on the nature of an injury, symptoms may be delayed, or an employee may not immediately associate

symptoms with a work-related incident. This can then delay the filing of WC claims with BART or the TPA.

From July 1, 2021, through June 30, 2025 (FY 2022 through FY 2025), BART received 3,729 WC claims, with
an average of 932 claims per fiscal year. Of the claims received, 28 were for incidents occurring prior to
July 1, 2021. Therefore, as of June 30, 2025, BART had received 3,701 WC claims for incidents in the FY
2022 through FY 2025 period,? totaling nearly $71 million in incurred costs,® with an average of $17.7

million in incurred costs per fiscal year. Of note, 479 of these claims were still open as of June 30, 2025,

2|t is important to note that future claims for incidents in this period can still be submitted.
3 Over $50 million of these incurred costs have already been paid.
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totaling $54.1 million of the $117.8 million incurred costs for current open claims. As the claims continue

to develop, the incurred costs are subject to change.

Based on an actuarial report dated December 31, 2024, BART’s total unpaid liabilities for WC were $81.6
million. For FY 2025 and FY 2026, the actuary projected the ultimate losses for BART’s WC to be

approximately $25 million and $26 million, respectively.
Cost Drivers

Volume of claims and severity of injuries are major cost drivers for WCPs. As seen in figure 4, a high
volume of BART’s WC claims, 72% (2,648), incurred costs less than $5,000 each, representing only 4%
($2,787,927) of total incurred costs for the 3,701 WC claims. However, 27% (518,967,153) of incurred costs
are represented by only 1.6% (58) of claims; these claims are generally for permanent disability and death.
To provide another example of how severity drives cost, claims involving first aid cost BART an average of
$524 per claim while claims involving major permanent disability or death cost BART an average of

$280,119 per claim.

Figure 4: BART’s Workers” Compensation Claims and Cost by Amount Incurred for Claims Received for

Incidents from FY 2022 through FY 2025 Shows Injury Severity, Not Claim Volume, Drives WC Costs
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Source: OIG generated based on claim data provided by the TPA.
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BART’s Workers’ Compensation by the Numbers

Our audit primarily focuses on information and data for WC claims with incident dates from July 1, 2021,
through June 30, 2025 (FY 2022 through FY 2025). Figure 5 below provides some high-level statistics of
claim data from this period.

Figure 5: BART’s Workers’ Compensation by the Numbers

BART
Workers’ Compensation
by the Numbers

Data for claims with incident dates from July 1, 2021, through June 30, 2025

s AN NES
of claims were or have 2% lgoA 1%

been BEEN for less than 2 of claims were for of claims were for of claims were for
months health/stress/fillness  overexertion/strain slips/trips/falls

The top three job classifications with claims filed were Train
Operator, Station Agent, and Police Officer.

1

700/ of claims were for 2 6(y of claims were for the
() physical traumas/injuries (4] psyche system

Of the $70.9 million costs incurred, $50.2 million has _—

already been paid, leaving the outstanding liability for -
these claims at $20.7 million.

Source: OIG generated based on claim data provided by the TPA.
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WHAT WE FOUND

Finding 1: Gaps in Monitoring Expose Risks in BART’s Workers’ Compensation

Program

We identified several opportunities to enhance monitoring and oversight of BART’s TPA that would
improve the effectiveness and accountability of the WCP. These issues highlight areas where
improvements in program administration would strengthen service delivery, oversight, and the employee

experience. Specifically, we found that:

e Improved tracking and follow-through on potential fraud investigations is needed;

e Monitoring the adequacy of communication is key to a workers’ compensation program that seeks

to provide exceptional customer service; and

e Two contract provisions were overlooked; one conflicts with state law.

According to the Office of Inspector General for the U.S. Government Accountability Office, “Evaluating
contractor performance is critical for determining whether the needs of the agency are being met or
identifying and taking appropriate corrective actions if the needs of the agency are not being met.”*
Without sufficient contract management and oversight, agencies can be vulnerable to risks such as poor
contractor performance, cost overruns, inconsistent processes with internal policies, or non-compliance

with legal requirements.

We selected a judgmental sample of 10 claims to perform a detailed review.> Judgmental sampling
includes gathering a selection of items for testing based on professional judgment to target known or
probable areas of risk. The key limitation with judgmental sampling is that the results cannot be projected
onto the entire population. However, when a small, judgmental sample reveals more issues than
anticipated, it can indicate potential systemic problems as it is unlikely that a few individually selected
items would contain multiple deficiencies. Therefore, judgmental sampling can be a useful tool to identify

specific issues, violations, weaknesses, risks, or areas with elevated risk.

4 Office of the Inspector General, United States Government Accountability Office, Report Number O1G-16-3, CONTRACT
MANAGEMENT Improvements Would Strengthen Controls and Reduce Risk, July 2016.

5 During our review, we discovered that multiple claims from our judgmental sample were for employees with concurrent
claims. In these instances, we reviewed all concurrent claims related to the employee to ensure our review encompassed the
full scope of the actions taken during the claims process.
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Figure 6 provides key Figure 6: Key Attributes for Judgmental

: ( Claim Type:
attributes related to our Sample of 10 Claims S hal Pt iy
/'/ \ . . .y

judgmental sample, such as ( Determination: ,, \ 1 major permanent disability

lai 5 accepted 2 minor permanent disability
claim status, type, 2 denied then accepted 2 temporary disability
determination, injury date, 1 denied ) 1 medical only
department, body part, and R ) ifrst ok

z 1 indemnity - no lost time

the nature of the injury. p \ \ 1 info only

Nature:

Based on our review of the Dol Eainmentl

limited sample of claims, we 2 Mental/Psychological

_ - Injury Date:
found instances where some |l il 9 since July 1, 2021
contractual obligations were pr——— Iptto iy 2l
i ; ( Body Part: '
unfulfilled or only partially - , _
1 upper extremities Department:
fulfilled by the TPA. These A toro 2 Administrative Office

7 Operations

instances could be unique 1lower extremities :
1 multiple body parts | 1 Police

and isolated, or they could be | 3 peyche system

indicative of more systemic

. . Source: OIG generated claim data provided by the TPA.
issues. While the results of

our review cannot be projected onto the entire WC claim population due to the judgmental nature of our
sampling, these instances nevertheless highlight potential opportunities for improvement in the TPA’s

performance.

The following subsections describe examples noted in our review where the TPA’s performance fell short

of contractual obligations and provide insight into the potential effect on BART and its employees.
Improved Tracking and Follow-Through on Potential Fraud Investigations Is Needed

On June 27, 2024, the TPA presented an update on the WCP to the BART Board of Directors (Board). As
part of the presentation, the TPA provided information related to WC fraud and investigations at BART.
They noted that while BART represents 3% of the TPA’s book of business, BART encompassed 19% of their
fraud convictions in the five years preceding the presentation. This demonstrates that BART is not immune
from WC fraud and highlights the importance for BART and the TPA to be able to identify red flags of

potential fraud that may warrant further investigation.
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The TPA has a contractual obligation to conduct complete and timely .
' o _ _ - The Consultant shall
investigations to determine claim compensability, nature and extent of

injuries, apportionment® issues, and subrogation’ potential. An conduct complete and
investigation is deemed timely if it is initiated within five calendar days timely investigations to
of knowledge of the need for an investigation. When required, outside determine claim

investigation referrals must be pre-authorized in writing by BART. compensability, nature
’

The TPA maintains multiple oversight mechanisms designed to ensure and extent of injuries,
compensability investigations are identified, initiated, and completed in apportionment issues
accordance with contractual requirements. This includes claim file and subrogation

management, supervisory oversight, compensability review processes, "
8 P Y 8 P Y P potential.”

and recurring operational reports that track key claim-handling T —

timeframes. Investigations to determine claim compensability within our (A) Workers Compensation for Third

judgmental sample were initiated timely. Party Administration Services,
V. Claims Handling,
However, timeliness of potential fraud investigations is not specifically H. Investigations

tracked by the TPA. We noted multiple instances where the TPA met

their contractual obligation by seeking approval from BART and sending the claim for potential fraud
investigation on the same day that the TPA identified the need for such an investigation. However, we also
noted two instances where the TPA did not identify a need for potential fraud investigations until about
two years after receipt. Both claims showed red flags of potential fraud, but only one claim was referred to

the TPA’s Special Investigations Unit (SIU) for such an investigation.

Claim One: Potential Fraud Red Flags
The employee:
P> Had nine prior WC claims with BART.
P> Was denied a Family Medical Leave Act (FMLA) request around the time of the injury.

P> Had surgery for a non-industrial injury while they were off work on total temporary disability
(TTD).

P> Moved out of state while they were on TTD.

6 Apportionment is the process of determining what portion of a permanent disability is due to a work-related injury versus a
non-work-related cause. Medical and legal professionals identify contributing factors, such as pre-existing conditions or prior
injuries, then reduce the employer’s responsibility for the disability as the employer is only responsible for the percentage of the
injury that the work-related incident caused.

7 Subrogation is the right of an employer, or their insurance carrier, to recover the costs of an employee’s injury from a
negligent third-party who caused or contributed to the incident.
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The TPA did not refer this claim to SIU for a potential fraud investigation. According to the TPA,
they evaluated the red flags while processing the claim and determined that a potential fraud
investigation was not warranted. The claim file, however, lacked documentation of their rationale
for making that determination. Absent documentation, BART cannot verify that red flags were
appropriately considered or that similar fact patterns are evaluated consistently across claims,

increasing the risk that potential fraud goes undetected.

Claim Two: Potential Fraud Red Flags
The employee:
P> Had one prior WC claim with BART.
P> Filed two additional WC claims before their claim was referred to SIU.
P> Was able to continue their secondary employment, despite being off work on TTD at BART.

This claim was referred to the SIU for a potential fraud investigation more than two years after

receipt of the claim.

By law, TTD benefits are calculated based on the wages from all jobs. When an individual has
multiple jobs and can continue working one or more of them, their TTD benefits are reduced by the
income they are still earning. Although the employee disclosed their secondary employment to the
TPA early in the claim process, the TPA did not collect wage information from their secondary
employment. As a result, the TPA miscalculated the employee’s TTD benefits at a higher rate than
what they were eligible for. This miscalculation went undetected for an extended period, leading to
a sizeable overpayment, approximately $42,000. Overpayment to the employee was ultimately
factored into a settlement agreement, but this example highlights potential control gaps in BART’s

fight against fraud.
Errors in Fraud Referrals Reported to BART’s Board of Directors

As seen in figure 7, during their June 2024 presentation to the BART Board of Directors (Board), the TPA
stated that their SIU referrals were 6% of open claims over the past five years, much higher than the 1%
figure cited in the presentation as the Department of Insurance’s (DOI) expected SIU referral rate.
However, when we reviewed the TPA’s underlying data, we found that the TPA’s actual SIU referral rate
was approximately 0.9% of opened BART claims over that period — not 6%. We also noted that the DOI
does not establish an expected referral rate; the 1% figure reflects actual referrals to the DOI and District
Attorneys in 2016, as part of a statistical report. The TPA stated the inaccurate SIU referral data and DOI
expected SIU referral rate were provided by the SIU, BART’s preferred third-party vendor.
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Figure 7: District Workers’ Compensation Program Presentation to the Board, June 27, 2024, Slide 17,
BART Results Related to Fraud

ATHENS

BART Results '

Fraud Prevention

3
7 1 1 6 Total Convictions

Past 5 Years
Open Special Special Investigations 19% Athens Convictions
Investigations Unit Cases Unit Referrals
*6% of Open Claims

$114k

Total Restitution
Past 5 Years

*Department of Insurance indicates 1% of
claims should have fraud referrals

IIAI'I
17

Source: https://bart.granicus.com/MetaViewer.php?view id=178&clip_id=1670&meta_id=76463

Accurate and reliable information is essential to enabling BART and the Board to make well-informed
policy decisions, set appropriate oversight priorities, and have a clear understanding of the TPA's
performance. Although we believe the miscalculation was inadvertent, this combined with the examples
described above, illustrates that the TPA’s fraud controls warrant additional scrutiny and oversight to

support transparency, accountability, and effective program management.

Monitoring the Adequacy of Communication is Key to a Workers’ Compensation Program that Seeks to

Provide Exceptional Customer Service

The TPA has several contractual obligations related to communication, as seen in figure 8, to ensure that
employees receive quality care and that claims are processed efficiently. The contract emphasizes the
importance of clear and timely communication between the TPA, medical providers, employees, and
BART. Given the number of those involved, meeting these expectations may sometimes be complicated by
the unique circumstances of a claim. Still, monitoring the adequacy of communication, and adjusting when

expectations are not met, is key to a WCP that seeks to provide exceptional customer service.
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Our judgmental claim review found instances where the TPA did not contact BART, employees, or

providers within the specified time frames, and BART did not provide requested information to the TPA.

While the TPA tracks and reports to BART many key metrics related to the WCP, the examples below

highlight opportunities for additional improvement. These examples could be unique and isolated, or they

could be indicative of more systemic issues. Despite the limited nature of our review, these examples

emphasize why it is important to establish a robust monitoring system for measuring compliance with the

terms and expectations established through the contract.

Figure 8: Examples of the TPA’s Contractual Obligations Related to Communication

Contract Language Results of Judgmental Claim Review

“The Consultant shall
review and setup claims
within twenty-four (24)
hours of receipt.
Contacts with the
District’s
manager/supervisor,
employees and medical
providers will be made
within three (3) business

days of receipt of claim.”

Our analysis of claims data for the 3,701 claims with incident dates from
FY 2022 through FY 2025, supported that the TPA entered 100% of
claims into their system within 24 hours of receipt. However, based on
our judgmental claim review, we noted instances where contact was
outside of the three-business-days window. In one claim, for example,
the medical provider was never contacted and contact with BART
occurred four business days after receipt. In another claim, contact with
the medical provider occurred six business days after receipt. In a third
claim, documentation indicated that the TPA lacked the employee’s
phone number but did not request the information from BART until ten

months after receiving the claim. Although these examples are not

sufficient to establish a systemic issue, all three claims were received
before a holiday, highlighting the importance of ensuring adequate
oversight during holiday periods so that required claim activities are

completed within contractual timeframes.

“The Consultant shall The TPA was unable to provide comprehensive data for us to determine

respond to telephone compliance with this contractual obligation. The TPA stated that they do
calls and emails from track escalations internally, but the lack of data removed our ability to
BART staff and claimants | determine if the TPA was meeting these specified timeframes.
within one (1) working
day, and to written
inquiries within three (3)

working days.”
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Contract Language Results of Judgmental Claim Review

“All Claims Examiners
and/or claims Assistants
shall be required to take
recorded statements on
the telephone on all
non-represented
claimants whose claim
involves lost time
and/or potential for
permanent disability
exposure. Such
statements do not need
to be transcribed.
Recorded statements
must be completed
within three (3) business
days from receipt of

claim.”®

We noted instances where recorded statements were not completed
within the contractual three business days. For example, the recorded
statement for one claim occurred 13 business days after the TPA
received the claim. The TPA attempted to contact the employee twice
within the required three-business-day window, but they were unable to
speak with the employee until the fourth business day. Because the
assigned claim adjuster was out of the office, the adjuster who spoke to
the employee did not conduct a recorded statement during this call,
instead advising the employee that someone would reach out to them to
complete the formal statement and explain the WC process more

thoroughly.

In another claim, the TPA contacted the employee within three business
days of receiving their claim but did not complete a recorded statement

until 11 weeks later.

In discussing these claims with the TPA, we learned that it is not
uncommon to schedule recorded statements at the employee’s request,
as they can take a significant amount of time, and that the TPA’s Special
Claims Handling Instructions do not specify a timeframe for taking
recorded statements. However, this practice does not align with the
TPA’s contractual obligations and may diminish the effectiveness of early
claim investigation by allowing more time for details to be forgotten or

potentially altered.

“The Consultant shall
ensure that
communication with
providers will maximize
the quality of care and
efficient delivery of

services.”

While the TPA is the primary contact to ensure quality of care and
efficient delivery of services for employees, limitations can arise if BART
does not provide requested information to the TPA in a timely manner.
In one of the open claims we reviewed, the TPA had requested
information related to an internal investigation and information to
corroborate statements made by the employee. Despite the TPA’s

repeated attempts to get the information, BART did not provide the

8 Represented claimants are those represented by an attorney; non-represented claimants are those not represented by an

attorney.
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Contract Language Results of Judgmental Claim Review

information to the TPA for over five months. While this specific delay in
providing information to the TPA did not cause delays in the employee’s
W(C benefits, it highlights a risk that similar delays could impede the
TPA’s ability to make timely and accurate claim determinations. In
addition, prolonged information gaps can create inefficiencies for the
TPA, which could require additional follow-up and divert resources away

from timely claim resolution.

Source: OIG generated based on current contract with the TPA.
Two Contract Provisions Were Overlooked, One Conflicts with State Law

A contributing factor to some of the issues identified above is likely the lack of a Quality Control Plan
(QCP). The TPA’s contract with BART requires the TPA to establish a

“The Consultant shall
QCP to ensure the Medical Case Management Services contract

requirements are met. When we requested a copy of the QCP from establish a plan to

both the TPA and BART management, neither party was familiar with ensure that contract
it. As such, BART’s TPA has not created a QCP and BART management requirements are met.”
has not exercised their right to have one put in place. As the goal of - Contract, Scope of Services,

the QCP is to ensure contractual obligations are met by the TPA, it is a (B) Medical Case Management
Services, 5. Service Requirements,

key layer of the TPA’s system of internal controls. Without a QCP in _
K. Quality Control Plan

place, there may be unintentional gaps in the TPA’s processes.

We found that another provision of BART’s contract with the TPA went unrecognized by both parties.
Specifically, the contract requires the TPA to obtain prior written approval from BART before issuing a
delay or denial notice for any WC claim, as BART reserves the right to ultimately render a final decision on
any specified case pertinent to claim compensability. During our judgmental claim review, we noted
instances where written approval from BART was not included in the TPA’s claim file. When we presented
the results to BART management, they stated that they were not aware of the requirement and informed
us that they did not want to provide direction to the TPA on whether to approve, deny, or delay a claim as

the TPA is the subject-matter expert.

When we presented this issue to the TPA, they were also surprised to learn this requirement was in the
contract as it conflicts with state law. Specifically, the California Code of Regulations (CCR) §15452
Administrator Competence, paragraph (f) states “Each adjusting location of a third party administrative

agency or a self-administered self insurer shall have at least one person who has passed the self insurance
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administrator’s examination. All workers’ compensation self “Claims Examiners shall

insurance claims at such reporting locations shall be administered and . i .
) ) o obtain prior written
adjusted under the direct supervision of a person who has passed the

, . . . ) approval from the
self insurance administrator’s examination. Supervision of claims PP i

decisions, setting of estimates of future liability of claims, and proper Agreement Manager
payment of benefits to injured workers shall be made or reviewed by before issuing the delay
a person who has passed the self insurance administrator’s or denial notice on all

. . ”
examination. cases. The District

Essentially, this means that only individuals who have passed the self reserves the rights to
insurance administrator’s examination are authorized to render or ultimately render a
have direct supervision over decisions concerning claim final decision on any
compensability, negating BART’s ability to ultimately render a final

decision. Although BART’s contract with the TPA conflicts with state

specified case pertinent

, . . . . . to claim
law, the TPA’s Special Claims Handling Instructions (Instructions) for
.

BART appropriately requires the TPA to send notification on a claim compensability.

. . . . . . . . - Contract, Scope of Services,
being denied to BART, without seeking authorization, before issuing a pe of
(A) Workers Compensation for Third

. . . 9 .
claim denial notice.” However, the Instructions also state that Party Administration Services,

“trauma response” claims will be automatically accepted, with BART V. Claims Handling,
determining which claims are labeled “trauma response.” While G. Delayed/Denied Claims

public agencies are allowed to expand their WC benefits above and beyond what the state requires, we
believe BART determining which claims are labeled as trauma response, effectively accepting the claim,

risks conflicting with state law without consistent application across claims.

The lack of awareness of contract provisions by both BART and the TPA, coupled with the presence of at
least one requirement that conflicts with state law, underscores the need for stronger oversight and
contract management. Unenforceable or unknown provisions weaken accountability and expose BART to
both legal and financial risks. To safeguard BART, management must ensure contract provisions are lawful,

understood, and consistently enforced.

° For claim delays, the Special Claims Handling Instructions are silent in this regard.
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Recommendations

To ensure compliance with state law and improve contract awareness, BART and the TPA should:

1. Review and assess contract elements for legality and clarity and make amendments where needed.
2. Update the Special Claims Handling Instructions based on the results of Recommendation #1.

To improve contract compliance, BART should:

3. Ensure the TPA establishes a Quality Control Plan (QCP) as required by the contract.
4, Establish monitoring procedures to ensure consistent contract compliance.
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Finding 2: Updating Program Practices Would Improve Outcomes and Reduce Costs

Our audit identified opportunities where BART could update its WCP to improve outcomes and reduce

costs. These areas highlight where BART can better support employees during recovery through its return-

to-work program, and where current practices add administrative burden, create inequitable outcomes,

and unnecessarily increase BART'’s financial obligations. Specifically, we found that:

e Strengthening the return-to-work program can accelerate employee rehabilitation and reduce

costs; and

e The Holidays portion of the Salary Continuation Plan creates administrative burden, inequitable

outcomes, and increases costs.

Research cited by the New York State Workers’ Compensation Board shows that only half of injured

employees will return to work after being off for six months and after two years, that number drops to

1%. These figures highlight the importance of adopting effective practices that support timely

rehabilitation while also managing program costs. Updating key program elements now will help BART

avoid these negative trends and balance its dual responsibilities of supporting employees and safeguarding

public resources.

Strengthening the Return-to-Work Program Can Accelerate Employee

Rehabilitation and Reduce Costs

The TPA has a contractual obligation to work with BART to develop and
implement a comprehensive return-to-work program (RTWP). RTWPs
can help foster employee engagement, avoid skill degradation, increase
staff retention, boost productivity, meet legal or compliance

requirements, reduce costs, and prevent long-term disability.

However, a formal RTWP has not been established at BART. Some
collective bargaining agreements (CBAs) contain detailed procedures for
employees returning to work in a Temporary Modified Work Assignment
(TMA) after a work-related injury, but these procedures have not been
followed for the past several years and are not applicable to all

employees.
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Properly administered TMAs benefit BART and employees financially as well as accelerate employee
rehabilitation. TMAs may involve modification of an employee’s own job*° or assighment to work outside
of their current position or bargaining unit. When we requested information related to TMAs from BART
management, we were informed that the information was largely unavailable. Much of our request
centered around quarterly reports and information to be provided to a TMA committee described in the
Amalgamated Transit Union (ATU) and Service Employees International Union (SEIU) CBAs. We learned
that the TMA committee did not meet for several years during the COVID-19 pandemic and only resumed
in mid-2025. Other TMA elements also fell by the wayside during this time. For example, the CBAs note
that training on the TMA Program shall be periodically offered to union officers, stewards, supervisors, and

managers, but training!! has not been offered for several years.

BART management also noted that not all procedures outlined in the CBAs are put into practice and that
some had not been implemented even before the COVID-19 pandemic. For example, although the CBAs
describe a questionnaire for medical providers to complete for employees requesting TMAs, BART
management informed us that it is not in use. Instead, the TPA obtains work restrictions and return-to-
work information directly from medical providers in accordance with its contractual obligations. Although
the necessary medical information is still obtained, this example illustrates that RTWP administration can

differ across governing documents.

Although some CBA procedures are no longer implemented as “However, employees shall have

written, other CBA provisions remain in effect and influence how the option to decline any initial

the RTWP operates. For example, one element of the CBAs BART
or subsequent temporary

management brought to our attention directly impacts the . . i
modified position/assignment
effectiveness of the RTWP. Specifically, most BART employees o
. . o _ which is a change from the
have the right to decline any initial or subsequent TMA that is
employee’s last regular bidded

shift, RDO or location.”

- ATU and SEIU union contracts.

different from their regular bidded shift, regular days off (RDO),
or location. BART negotiated this with ATU, SEIU, and the BART
Police Officers’ Association (BPOA). BPOA has similar language, but

. excludes Officers receiving 4850 benefits
Taken together, these conditions demonstrate that BART has not

established the comprehensive RTWP contemplated by its contract with the TPA. Instead, the District's
RTWP consists of a combination of operational practices, contractual obligations, and CBA provisions that

are not consistently implemented or applicable across the organization. Strengthening the RTWP would

10 Examples of modifications to an employee’s own job include reduced work schedules and reassignment of non-essential
duties.

11 While TMA-specific training was not offered, BART conducts overall leave management trainings with supervisors and
managers, which contains some information related to TMAs.
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help provide a more coordinated and consistent approach to supporting employees' return to work. This is
particularly important because the likelihood of returning to work declines significantly after extended
absences—only 50% after six months and only 1% after two years'>—making the first several months
following an injury critical. When employees remain off work rather than participating in a TMA,
engagement and opportunities to maintain job skills are reduced, and temporary disability benefits
generally replace only two-thirds of wages. Returning to work sooner rather than later is in the best

interest of both employees and BART.

The Holidays Portion of the Salary Continuation Plan Creates Administrative Burden, Inequitable

Outcomes, and Increases Costs

Depending on work rules, job classification, and BART’s Administration Leave Policy, certain periods of
industrial disability are paid directly by BART while other periods are paid by the TPA. Any benefits paid by
BART are considered salary continuation in lieu of Total Temporary Disability (TTD) benefits and are
processed at regular payroll cycles.'? Specifically, employees may be entitled to their full wages for waiting
periods,'* statutory holidays, and for sworn employees, up to the first year of industrial disability.

Employees can also coordinate their sick leave with TTD to maintain their basic straight time earnings.

Waiting periods, sick leave coordination, and salary continuation for sworn employees are common.
However, salary continuation for statutory holidays is less common and, based on our testing, prone to
error. As part of our judgmental claim review, described in Finding 1, we noted three instances where the
Holidays portion of BART’s Salary Continuation Plan (SCP) was incorrectly implemented. In one instance,
an employee received both full wages from BART and TTD from the TPA for a holiday. In a second instance,
BART paid an employee twice for the same holiday. In a third instance, an employee was not paid for

holidays over a period of several months.

Based on a limited analysis of BART and TPA data for claims with incident dates from FY 2022 through FY
2025, we identified more than 350 employees, out of the 520 employees included in our analysis, who
may not have been paid for one or more holidays they were eligible to receive compensation for under the
Holidays portion of the SCP. Due to the limited nature of our analysis, we did not validate whether these
employees ultimately received the compensation they were eligible for. However, we provided a small

sample of our preliminary analysis to BART Leave Management who confirmed that many of the

12 Research cited by the New York State Workers’ Compensation Board.

13 Salary continuation during the state-mandated TTD waiting period is not in lieu of TTD as employees are not eligible for TTD
until the waiting period expires. However, if TTD continues for more than 14 days or the employee is hospitalized for treatment,
the employee is eligible for TTD from the date of disability.

14 1n California, workers’ compensation law generally institutes a three-day waiting period before employees are eligible for TTD
indemnity benefits.
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employees we identified inadvertently did not receive holiday pay.!> Generally, this was due to employees
incorrectly coded as short-term disability instead of industrial leave; yet, some employees who were coded
correctly did not appear in Leave Management’s holiday report, and therefore inadvertently did not

receive holiday pay.

Implementing BART’s SCP requires several groups to coordinate: 1) Leave Management determines which
employees are eligible; 2) Crew Office verifies the number of hours of holiday pay based on the
employee’s assigned schedule; 3) Time Accounting and Administration Department (TAAD) verifies the
employees have not already been paid; and 4) Payroll manually loads the holiday pay onto the employees’
paysheets and verifies entries. Additionally, the TPA enters vouchers into their system to track when BART

pays an employee as part of the SCP to ensure TTD benefits are administered appropriately.

The four-step process BART goes through to implement the Holidays portion of its SCP is also used to pay
some employees on certain non-industrial leaves, such as short-term disability or those related to
reasonable accommodations, in accordance with the CBAs. Because the same process is used for both
industrial and non-industrial leaves, the estimated administrative burden calculated in figure 9 is inclusive of

both types of leaves. As seen in the figure, the administrative burden is estimated to be $36,893 annually.

Figure 9: Estimated Administrative Burden to Pay Employees Holidays While on Leave

Administrative Activity Estimated Number Estimated Staff

of Hours per Year Cost per Year

1. Leave Management determines which employees are eligible for
176 $21,842
holiday pay under the SCP and sends a list to TAAD.
2. Crew Office verifies the number of hours of holiday pay based on
24 $1,745
the employee’s assigned schedule.
3. Time Accounting and Administration Department (TAAD) verifies
the employees have not already been paid for the holiday and 9 $1,092
sends the finalized list to Payroll.
4. Payroll manually loads the holiday pay onto the employees’
Y y ypay ploy 108 $12,214
paysheets and verifies entries.
Total 317 $36,893

Source: OIG generated based on information provided by BART staff and the TPA.

15 We provided preliminary results that included 13 employees who we believed may have inadvertently not received
holiday pay they were eligible for. Of these 13 employees, Leave Management confirmed that 11 of the employees were
eligible for and should have received holiday pay for the given holiday. The other two employees were ineligible for holiday
pay due to their part-time status.
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The Holidays portion of BART’s SCP is not only an administrative burden that is prone to error but also
increases WCP costs. Holiday pay during industrial disability is a negotiated benefit that is also extended to
non-represented employees. TTD is typically paid at two-thirds of an employee’s wage, with a state-
mandated maximum, while BART’s SCP is paid at the employee’s full wage. Figure 10 provides an
illustrative example of BART’s increased costs by calculating the daily rate that BART would owe an
employee under TTD versus the SCP. As seen in the figure, under the SCP, BART would provide employees
whose annual earnings are $40,000 with an additional $81 per day. Once the state maximum daily rate is
reached, the minimum additional compensation BART provides employees is $277 per day and increases

by four dollars per every $1,000 increase in annual earnings.

Figure 10: Salary Continuation Cost Comparison to 2026 Total Temporary Disability Benefits

$2,000 ==Total Temporary Disability (TTD) ==Salary Continuation Plan (SCP)
$1,800
$1,600
$1,400
$1,200

$1,000

Daily Rate

$800

$600

$400 $277

$200 //

S-

2026 State Maximum = $252.02

$40,000 $137,601 $480,000
Annual Earnings

Source: OIG generated.
Note: Assumes a five-day work week. Employees working alternative schedules (e.g. four ten-hour shifts) would follow a similar

pattern, but the additional dollar amounts per day would differ.

As the Holidays portion of the SCP generally only applies to the statutory holidays governed by work rules,
the SCP’s increase to the employee’s daily rate over the state maximum TTD may only occur on up to 13

days per year.® Considering a hypothetical employee on TTD for one year with annual earnings of

16 Other stipulations may also apply, such as limiting the SCP to the first 31 days after an employee has exhausted their sick
hours or 26 consecutive weeks of TTD.
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$100,000, an additional $201 for 13 days totals an additional $2,619 for the year. Although neither BART
nor the TPA specifically tracks the additional amount employees receive as part of the SCP, we were able
to analyze available data to estimate these amounts for employees with incident dates from FY 2022
through FY 2025. We estimate that BART paid $299,207 above the state requirement for incident dates in

this period; this equates to an annual average of $74,802, as seen in figure 11.

Figure 11: Additional Amount Above the State Requirement BART Paid Employees for the Holidays Portion
of the Salary Continuation Plan with Incident Dates from FY 2022 through FY 2025

$100,000
- B Actual Paid Average 592,791
&
g $80,605
S 80000 average =
g $74,802
2 $70,958
£ $60,000 $54,854
@
>
(=]
=
= $40,000
3
o
E
<
T $20,000
o
2
=
2

5-

2022 2023 ) 2024 2025
Fiscal Year

Source: OIG generated based on payment data provided by the TPA and BART earnings data.
Note: Several factors contribute to the lower dollar amount in FY 2022 including, but not limited to: inflation, negotiated wage

increases, and the exclusion of claims with incident dates prior to FY 2022.

As noted earlier, we identified more than 350 employees who may not have been paid for one or more
holidays they were eligible to receive compensation for under the Holidays portion of the SCP. While we
did not validate whether these employees ultimately received the compensation they were eligible for due
to the limited nature of our analysis, we again were able to analyze available data to estimate the amount
BART would have paid above the state requirement, had these employees received the holiday pay, for
incident dates from FY 2022 through FY 2025. We estimate that BART would have paid $138,598 above the
state requirement for incident dates in this period; this equates to an annual average of $34,650, as seen

in figure 12.
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Figure 12: Estimated Additional Payments Above State Requirements for Potentially Missed Holiday Pay
Under the Salary Continuation Plan with Incident Dates from FY 2022 through FY 2025
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Source: OIG generated based on payment data provided by the TPA and BART earnings data.
Note: We separated ATU and non-represented employees from employees in other bargaining units because those estimates

are more certain. Eligibility for other represented employees require additional data points outside this limited analysis.

As seen in the figures above, BART incurred an estimated $146,344 annually to implement the Holidays
portion of the SCP for incident dates from FY 2022 through FY 2025 — $36,893 in administrative costs;
$74,802 in actual payments above the state requirement; and $34,650 in estimated payments above the
state requirement for employees who may have inadvertently not received some holiday pay they were
eligible for. Based on our limited analysis, 69% of employees the identified by the TPA as potentially
eligible for BART holiday pay may have missed one or more payments, indicating the current process does

not consistently deliver this negotiated benefit.

As a negotiated benefit, any changes to the Holidays portion of the SCP itself would be subject to the meet
and confer process with BART’s unions. However, how BART administers and delivers that benefit is within
BART’s control. The current process is costly, error-prone, and produces inequitable outcomes: employees
with identical circumstances may receive different compensation depending on whether they were
correctly coded or whether Leave Management’s holiday report captured them. Continuing the current

process without action is not in the best interest of BART or its employees.
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Recommendations

To ensure compliance with state law and BART’s Salary Continuation Plan, BART and the TPA should:

5. Conduct a comprehensive analysis to identify employees who did not receive compensation they
were eligible for, whether under state law or the Salary Continuation Plan, and take appropriate

corrective action.

To reduce costs, BART should:

6. Strengthen the return-to-work program by eliminating barriers and expanding opportunities for

accommodation.

7. Evaluate whether the administrative burden and inequities of the current process to implement
the Holidays portion of the Salary Continuation Plan can be mitigated through process
improvements, or whether meeting and conferring with unions to explore an alternative approach

or benefit would better serve both BART and its employees.
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Finding 3: Data Management Gaps Undermine Program Oversight

Effectively managing a complex program, such as the WCP, requires complete, accurate, and reliable
information systems. To assess the quality of the WC data, we performed data reliability testing that
identified opportunities to improve the quality of the data and records collected. To conduct our audit, we
primarily relied on information and data from BART’s personnel system, as well as TPA records. Based on
our review, the data generally appeared to be reliable. However, we noted some gaps in the TPA’s data
management that could undermine BART’s ability to provide program oversight and manage costs.

Specifically, we found that:

e Ten percent of recent claims contain potentially conflicting data; and

e Discrepancies exist between key data fields.

While our testing showed that the data was generally reliable for the purposes of this audit,’’ the
identified discrepancies highlight vulnerabilities in the WCP’s oversight framework. According to the U.S.
Government Accountability Office, “Management should obtain or generate relevant, quality information
and use it to support the functioning of the internal control system.”® Without stronger controls to ensure
consistency and accuracy across systems, BART and the TPA risk making decisions based on incomplete or
inaccurate information, which weakens accountability and hinders cost management. Addressing these
issues will improve the integrity of the data that underpins the WCP and strengthen BART’s ability to

manage it effectively.

Ten Percent of Recent Claims Contain Potentially Conflicting Data

We found that 367 (9.9%) claims contained potentially conflicting data in one or more data fields in our
analysis of the 3,701 WC claims with incident dates from FY 2022 through FY 2025. For example, 131
(4.1%) closed claims did not indicate if they were accepted or denied, while 55 (1.5%) of both open and
closed claims indicated they were both accepted and denied. We describe these as “potential” conflicts
because the complexity of some claims can cause accurate information to appear conflicting when viewed

in the dataset without additional context.

For example, if a medical provider does not submit a bill on a Medical Only claim, we would expect the
data to reflect zero incurred medical costs. Likewise, employees may resolve claims through settlement

without litigation and settling claims after denial can be a claims management strategy used to mitigate

17 See Data Reliability in the Scope and Methodology section of this report for further information.
18 United States Government Accountability Office, Report Number GAO-25-107721, Standards for Internal Control in the
Federal Government, May 2025.
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litigation costs and limit future exposure. Nevertheless, we considered these claims to be potential
conflicts that should be reviewed to confirm accuracy or adjusted, if necessary. Figure 13 highlights 15

potential data issues identified during our analysis.

Figure 13: Potentially Conflicting Workers” Compensation Claims Data

Number of Total Claim Percentage of

Claims Affected

Description of Potentially Conflicting Data

Claims Affected  Population

1. Closed claims neither accepted nor denied 131 3,222 4.1%
2. Claims both accepted and denied 55 3,701 1.5%
3. Closed Medical Only claims incurred zero medical
55 426 13.1%
costs
4. Info Only claims with incurred costs 44 874 5.0%
5. Closed claims without litigation with settlements 38 3,162 1.2%
6. Settled claims with zero settlement amount 23 162 14.2%
7. Claims accepted prior to receiving the claim 17 3,153 0.5%
8. Claims denied with settlements 13 402 3.2%
9. Closed, accepted, Minor Permanent Disability
13 320 4.1%
claims with zero permanent disability rating
10. Claims accepted after closure 10 2,750 0.4%
11. Closed, accepted, Temporary Disability claims with
. 4 1,402 0.3%
zero incurred costs
12. Closed, accepted, Major Permanent Disability
claims with permanent disability rating at or below 3 8 37.5%
25%*
13. Minor Permanent Disability claims with zero
3 277 1.1%
indemnity costs incurred
14. Claims denied after closure 2 365 0.5%
15. Claims without future medical benefits with
) ) ) ] 1 130 0.8%
settlements including future medical benefits
Total Claims Affected** 408 3,701 11.0%
Total Distinct Claims Affected 367 3,701 9.9%

Source: OIG generated based on claim data provided by the TPA.
*The TPA defines Major Permanent Disability claims as those with permanent disability ratings over 25.
**Total Claims Affected counts claims with multiple potentially conflicting data fields for each conflict. Total Distinct Claims

Affected counts only claims with multiple potentially conflicting data fields once.
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The issues in figure 13 indicate gaps in claims data quality that can diminish the reliability of the data and
reduce the accuracy of related reporting. After discussing this issue with the TPA, they reviewed the
affected claims and corrected data that was inaccurately reflected. For the other claims, the TPA

determined that the potentially conflicting data was accurate and did not require correction.

The TPA stated that they are working on implementing a new system that should be better able to code
some complex claims, such as claims that are first denied then later accepted or claims that are partially
accepted and partially denied. However, without effective processes to identify, investigate, and resolve
conflicting claim data, BART’s ability to monitor claim activity and assess program performance is impaired.
Strengthening data validation controls and clarifying data entry procedures will help ensure claim data is

consistent and reliable for decision-making and reporting.

Discrepancies Exist Between Key Data Fields

We also found that there were discrepancies between some key information contained in BART’s and the
TPA’s data systems. Specifically, we noted discrepancies between social security numbers (SSN), employee
ID numbers, hire dates, termination dates, and birthdates of some employees, as seen in figure 14. While
our analysis of employee SSNs and employee ID numbers encompassed the TPA's entire claim dataset, a
total of 27,022 claims, our analysis of employee hire dates, termination dates, and birthdates focused on
the 3,701 WC claims with incident dates from FY 2022 through FY 2025.

This shift in focus was necessitated by the number of discrepancies in SSNs and employee ID numbers. We
needed at least one of these unique identifying fields to complete the remainder of the analysis. We found
that SSNs for these more recent claims were more reliable, with only one missing SSN and one incorrect
SSN for claims with incident dates after June 30, 2021. However, as the TPA only recently began
incorporating employee ID numbers into their system, this key data field is naturally absent for the

majority of historic claims but is also absent for some open claims.

We recognize that the TPA’s information may be correct for some of these claims for logical reasons. For
example, the report provided to us by BART only captures one hire date, but if an employee left BART
employment and then was later rehired, BART’s report would capture only the first hire date, which could

differ with the TPA’s hire date if it is from after the employee was rehired.
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Due to resource constraints, we did not conduct additional testing to determine whether each discrepancy
reflected an actual data error or a valid circumstance that was not fully captured in the available data
sources.® Still, depending on which date is correct, there could be additional potentially conflicting data
for some claims with incident dates prior to an employee’s hire date or incident dates after their

termination date.

Figure 14: BART and TPA Systems Discrepancies

Description of Systems Discrepancies Number of Total Claim Percentage
of Claims

Affected

Claims Population
Affected

1. Total discrepancies in employee ID numbers 22,163 27,022 82.0%
1a. Blank employee ID numbers — recent claims 124 3,701 3.4%
1b. Blank employee ID numbers — historic claims

22,019 23,321 94.4%
1c. Employee ID numbers do not match — recent claims 16 3,576 0.4%
1d. Employee ID numbers do not match — historic
) 4 1,300 0.3%
claims

2. Total discrepancies in SSNs 455 27,022 1.7%
2a. SSN does not match 419 26,986 1.6%
2b. Blank SSNs 36 27,022 0.1%

3. Employee hire dates do not match 168 3,701 4.5%

- Incident dates prior to the hire date, if TPA
10 3,701 0.3%
hire date is correct
- Incident dates prior to the hire date, if BART
2 3,701 0.05%
hire date is correct
4. Total discrepancies in termination dates 117 118 99.2%
4a. Blank termination dates in closed claims where
56 63 88.9%
employee was terminated before case closure
- Incident dates after termination date, if BART
o _ — 2 63 3.2%
termination date is correct
4b. Blank termination dates in open claims where
) 44 55 80.0%
employee has already been terminated
- Incident dates after termination date, if BART
o , - 4 55 7.3%
termination date is correct

19 See Data Reliability in the Scope and Methodology section for additional information.
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Description of Systems Discrepancies Number of Total Claim Percentage
Claims Population | of Claims
Affected Affected
4c. Employee termination dates do not match 17 18 94.4%
- Incident dates after termination date, if BART
2 18 11.1%
termination date is correct
- Incident dates after termination date, if TPA
1 18 5.6%

termination date is correct
5. Birthdates do not match 2 3,701 0.05%
Source: OIG generated based on analysis of claim data provided by the TPA and employee data provided by BART.

Note: Recent claims include those with injury dates on or after July 1, 2021.

Additionally, we noted a discrepancy in the waiting period dates for one claim from our judgmental claim
review, described in Finding 1. In California, workers’ compensation law generally institutes a three-day
waiting period before employees are eligible for TTD indemnity benefits. This means that employees could
lose out on up to three days of wages due to their industrial injury. However, BART’s work rules generally
provide for employees’ full wages during the three-day waiting period.?° BART did pay the employee three
days of full wages, but the dates in BART’s system were different than the dates in the TPA’s system;
specifically, they were shifted by two days, with the TPA’s system having the earlier start date for the

waiting period.

This is a known operational discrepancy as the TPA records waiting period dates according to state law,
while BART records waiting period dates based on the employee’s work schedule for payroll processing of
salary continuation. As described in Finding 2, we noted operational breakdowns of BART’s administration
of salary continuation, with potentially hundreds of employees not receiving compensation they were
eligible for. We believe the employee was ultimately paid the correct amount in this instance. However,
the shift in the waiting period dates causes the data to indicate that the employee was paid both full

wages from BART and TTD indemnity from the TPA for two days.

It is important for both the TPA and BART to have accurate and consistent data to appropriately determine
compensability, employee eligibility for WC benefits, and identify red flags of potential fraud. Resolving
system discrepancies and ensuring appropriate data controls are in place to support claims processing

helps safeguard both employees’ rights and limit BART’s risk exposure.

20 Some work rules provide for employees’ full wages past the three-day waiting period while some have a limit on the number
of waiting periods covered within a specified time frame.
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Recommendations

To ensure data accuracy and reliability, BART and the TPA should:

8. Investigate and resolve potential data issues such as conflicting data and data discrepancies.
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DISTRICT RESPONSE

Finding 1:

1.1 Recommendation:

Implementation Date:

Corrective Action Plan:

1.2 Recommendation:

Implementation Date:

Corrective Action Plan:

1.3 Recommendation:

Implementation Date:

Corrective Action Plan:

1.4 Recommendation:

Implementation Date:

Corrective Action Plan:
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Review and assess contract elements for legality and clarity and
make amendments where needed.

December 31, 2026

Agree with this recommendation. Leave Management will
coordinate with Athens to review and update contracts to comply
with Workers’ Compensation statutes. Legal will then amend the
contract accordingly. Review of contracts will be completed at
every request for proposal.

Update the Special Claims Handling Instructions based on the
results of Recommendation #1.1.

December 31, 2026

Agree with this recommendation. Leave Management will
coordinate with Athens to make appropriate updates based on
the results and current processes. This will be reviewed annually
at the Stewardship meeting going forward.

Ensure the TPA establishes a Quality Control Plan (QCP) as
required by the contract.

October 31, 2026

Agree with this recommendation. Leave Management will obtain
and review the QCP from Athens at the annual Stewardship
meeting.

Establish monitoring procedures to ensure consistent contract
compliance.

Ongoing — annually

Agree with this recommendation. Leave Management will meet
with Athens at the annual Stewardship meeting to review and
discuss any changes in workers’ compensation laws that may
affect the contract. If any changes are identified, BART will make
the appropriate changes to the contract through the legal
process.
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2.5 Recommendation:

Implementation Date:

Corrective Action Plan:

2.6 Recommendation:

Implementation Date:

Corrective Action Plan:

2.7 Recommendation:

Implementation Date:

Corrective Action Plan:
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Conduct a comprehensive analysis to identify employees who did
not receive compensation they were eligible for, whether under
state law or the Salary Continuation Plan, and take appropriate
corrective action.

June 30, 2027

Agree with this recommendation. Leave Management will
complete a one year look back audit and will make the
appropriate corrections. If substantial errors are found, then
the audit will extend an additional 1 to 2 years.

Strengthen the return-to-work program by eliminating barriers
and expanding opportunities for accommodation.

December 31, 2027 — Ongoing

Agree with this recommendation. Leave Management is not able
to eliminate all barriers as the Collective Bargaining Agreements
(CBAs) is one of the barriers preventing a strong return to work
program. However, Leave Management will work to eliminate
barriers and continue to hold the TMA committee meeting to
work with Unions in identifying opportunities for TMAs. Leave
Management will continue to offer accommodations to all
eligible employees to assist them in returning to work.

Evaluate whether the administrative burden and inequities of
the current process to implement the Holidays portion of the
Salary Continuation Plan can be mitigated through process
improvements, or whether meeting and conferring with unions
to explore an alternative approach or benefit would better serve
both BART and its employees.

December 31, 2027

Agree with this recommendation. Leave Management
recommends this be discussed at bargaining to eliminate the
Salary Continuation Plan as it does not benefit the employee and
it is administratively burdensome on our staff. The current
process has also been identified as prone to errors, and no real
solution exists to fix this manual process with the current tools
available.
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3.8 Recommendation: Investigate and resolve potential data issues such as conflicting
data and data discrepancies.

Implementation Date: December 31, 2026

Corrective Action Plan: Agree with this recommendation. Athens is reviewing the
identified items to distinguish actual data discrepancies from
valid claim circumstances, recognizing that certain information is
received through data feeds from BART’s system and is
dependent upon the accuracy and completeness of the source
data. Athens will coordinate with BART Leave Management to
validate the information and determine whether any updates or
process adjustments are appropriate.
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SCOPE AND METHODOLOGY

E Our audit covered BART’s Workers’ Compensation (WC) information and claim data for
f‘.“ injuries occurring from July 1, 2021, through June 30, 2025 (FY 2022 through FY 2025),

o0

we reviewed and assessed claim data for injuries occurring prior to FY 2022.

including records maintained by the third-party administrator (TPA). In limited circumstances,

To complete our work, we reviewed contracts, researched WC laws, conducted interviews with BART and
TPA staff, reviewed claim documentation, and analyzed claim data. We also reviewed work rules and
researched practices at other public agencies. In addition, we assessed the processes in place designed to

detect and investigate potential WC fraud.
Data Reliability

“ We primarily relied on data from BART’s personnel system and TPA records to conduct our
!@l analysis. To assess whether we could rely on the data, we reviewed it for completeness,

consistency, and reasonableness, and discussed identified issues with knowledgeable BART and
TPA staff. We also cross-referenced reports generated from BART’s personnel system and the TPA’s

records to further understand the data and related processes.

As noted in Finding 3, we identified some discrepancies between BART’s data and the TPA’s records, as
well as some conflicting and inaccurate information in the TPA’s data. As the data in the TPA’s system is
constantly being updated as claim activity occurs, the information reflected in the report provided to us,

which is a snapshot in time, may not align with what is currently in the system, especially for open claims.

While we identified data reliability concerns, we were able to address them by either isolating the issues
or making manual adjustments to support our audit findings and conclusions. These steps also allowed us
to adequately estimate the magnitude of our findings. Where relevant, we disclosed the reliability
concerns and their impact. Based on these efforts, we conclude the data is sufficiently reliable to meet our

audit objectives.

Compliance Statement

G/@ We conducted this performance audit in accordance with generally accepted government
1 auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.
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OFFICE OF THE INSPECTOR GENERAL TEAM

Claudette Biemeret, Inspector General

P: 510.464.6141 E: cbiemer@bart.gov

Providing Independent
Jorge Oseguera, Deputy Inspector General Oversight of the District’s

P: 510.464.6257 E: jorge.oseguera@bart.gov Use of Revenue

Jessica Spikes, OIG Program Coordinator

P: 510.464.6569 E: jessica.spikes@bart.gov

Jeffrey Dubsick, OIG Investigative Auditor Stop Fraud, Waste, & Abuse

P:510.817.5937 E: jeffrey.dubsick@bart.gov Report What You See
to the OIG

Jordan Sweeney, OIG Investigative Auditor

P: 510.464.6132 E: jordan.sweeney@bart.gov

Orsolya Kovesdi, IG Investigative Auditor

P: 510.987.5201 E: orsolya.kovesdi@bart.gov

24/7 Fraud, Waste, & Abuse

Whistleblower Hotline

OFFICE OF THE INSPECTOR GENERAL

2150 Webster Street, 4 Floor, Oakland, CA 94612

P:510.464.7111

E: inspectorgeneral@bart.gov

W: bart.gov/oig www.bart.gov/oighotline
T: @oigsfbart
\,
REPORTS \s\
Office of the Inspector General’s reports are available at 510-464-6100

www.bart.gov/oig.
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