[image: image1.jpg]Integri t"K owledge, Ability

rquhart

For _jnS|cs




WHAT DOES IT COST – INVESTIGATION BUDGET ANALYSIS

Background Considerations
 

Virtually everything in this section is taken from our Operations Manual which is directed to staff.

Unlike some goods and services, the services of a private investigator are sought out of a real need, not a desire created through advertising, etc.  Marketing may prompt recognition of what a private investigator might be able to do for a client but the need has to be there.  It is then a matter for the client of identifying who can do that work for them and whether they can afford it.  What they can afford is to a degree governed by how important the information is to them.  

Our business is to collect and provide information for our clients.  In order to do so, we are obliged to become licensed and insured, we are required to conduct ourselves according to governing law, and we are accountable to regulatory bodies.  We also have invested considerably in the tools of our business and in ensuring that our knowledge and skills are current.  

Our practices and the accuracy of our reporting must stand up to the closest scrutiny.  Any indiscretion, whether accidental or deliberate can expose the firm and its employees to suspension and/or loss of license, civil suit, and criminal prosecution.  The client may be exposed to substantial consequences as well.  

Due to these considerations and the fact that our “product” is extremely valuable to our clients, we should not discount or undervalue the work we do.

The bulk of our business presents few problems in this regard.  Our regular clients have a legitimate need for our services and for the most part are well educated on what we can and cannot do. Those same clients also have an appreciation for what are the reasonable costs of our services.  
The greatest exposure almost always comes with those one-time assignments from people we may not know, whose credentials and objectives we cannot readily confirm and from whom we may not hear again.  That is one of the reasons we have minimum fees for one-time clients.  Others are:
· We usually must spend considerable time just educating the one time client as to what to expect of a private investigator; 
· Payment may not be assured and requires special arrangements;  

· It costs us actually more to set-up a file and all the accompanying records necessary for the small one time assignment than it does for a regular user of our services; and 

· It is not fair to our regular, repeat clients for the one time or very occasional user to have the full benefit of all of our resources at the same price as the volume user.  
Our published rates are designed for our usual, volume clients, and those who have a reasonable prospect of becoming such (for example, an insurance company for whom we have not done work previously but who may, if we do a good job, continue to use us.).  Indeed, we may, with assurances of volume, agree to something less for regular clients but the converse should apply for someone who wants all of what we have to offer for a one time, small assignment.  
 

Another, somewhat related consideration is that the small assignment seldom bares much relationship to our core business.  Our business is not locating people or doing Ministry of Transportation checks.  That is the work of skip-tracers and information brokers who usually have contracts with large concerns and employ people who work in largely mind numbing environments.  We locate people and run Ministry of Transportation checks to facilitate our work as investigators.  The last thing we want is regular requests for those checks, for example. That would be a violation of our contract with the Ministry under the terms of which searches may be done for only specified purposes and we must be able to vouch for those.  

For most everything, we charge by the hour, from carefully maintained records, plus for disbursements incurred, also from accurate records.  We do not overlook photocopies, cellular telephone, long distance, etc., unless the objective is to be out of business.  One needs only to look at what we bill for individual disbursements in a year to see that without billing them, profit would be significantly reduced, if not eliminated.
A consideration must always be whether the time we spent was well spent.  The last consideration, before the bill goes out is whether the client received an effort and information worth the price being charged.  While there can be no bonuses applied for a good result, with a good result we can be confident in billing every minute.  With a poor result, it may be prudent to reduce the account, but there must be a sound rationale for doing so.  The overlying considerations must always be whether the client received good value and our best efforts.  Sometimes that judgment may be one made in retrospect , but we should always be applying those tests.
 

    
Favours & Freebies
 

This section also is from our Operations Manual.

There is little room for favours and freebees in this business.  Those who seek them have little respect for what we do and one should question the value of a friendship with a person who thinks that because you count them as a friend, you should work for them for free, or at a reduced rate.  For sure, no employee of this organization has any authority to give away or provide at a reduced rate any of the agency’s time or resources. In our experience, those who try to get services in this way usually are in no position to return the favour (they won't teach your kids for free, build your car on their weekends, etc.), but they will boast to others of what they got from you, encouraging like-minded individuals to seek your services.   
 

Another major consideration is that the professional service provided for free or at a reduced rate carries the same responsibilities and liabilities as the one provided at a fair rate. 
 

Oddly, our regular clients do not expect favours or freebies although we may provide such in certain circumstances, if we deem it a promotional advantage. One example might be where it would cost us as much to bill the matter as the value of the service provided to a regular client.    
 

Beware of those who would represent that a favour now will result in future benefits. It never does, but as already mentioned, does encourage others with the same expectation.  
 

Beware of those who claim to be a “friend of the firm” or that they were “referred by a friend of the firm”.  It isn't always so and for reasons already stated it is no reason to give anything away.  
 

Beware of the fellow investigator who seeks a preferred rate. Some may be in a position to return the favour but you may be assured that none would be asking us to do the work if they could do it themselves.  Our ability to do it is part of what we are selling.  If we wanted to engage in referral arrangements, there are referral agencies that ask as much as 10% of the account.  We have not entered into such arrangements to get a large volume of work so we should not do so for a small amount.  What we can do for our fellow private investigator is provide prompt service and they are most appreciative of that.  
 

With few exceptions, if any reduced rate or favour is to be provided, it should only be with the approval of the shareholders since it is the shareholders who are financing them.

By the Hour
Surveillance is perhaps the simplest form of investigation to cost in as much as it is, by frequent users of surveillance services, often budgeted and measured by how much time is to be spent at it.  What will be the result of the surveillance is quite another matter although how that time is spent can significantly influence the result.  
As in most things, and investigation is no exception, the resources, skills and intelligence brought to the assignment will influence the result.  In surveillance, especially in certain types of cases, the time that needs be spent is a good deal more predictable than in other matters
.  

Parents concerned about what their child does after school instead of attending basketball practice could reasonably expect the answer from a few hours of surveillance of the child on practice evenings.  An employer concerned about what it is an employee does on his frequent days off would reasonably expect to have considerable insight from surveillance on a “sick day”.  In both of these examples, when to do the surveillance and for how long are relatively simple questions to answer.  It would be a mistake to not allow for the subject “losing” the investigator or doing something entirely unanticipated but as investigation goes, cases like these are about as simple as it gets in terms of estimating the probable cost of answering the question that prompted a call to an investigator.  In those examples, the “when” was known as was a good deal more.  

Close in simplicity is the case for an insurer or employer concerned for whether the subject is as limited as they claim and can be content knowing what the subject did during a certain number of hours of surveillance.  That is part of the consideration behind “flat fee” arrangements where a large number of subjects are under surveillance for perhaps 15 hours.  Not much reliable insight will be gained in such a short period but there may be enough to allow one to identify cases that deserve greater attention. 
Budget Analysis
Currently in Ontario, regardless of whether flat fee or otherwise and regardless of purpose for surveillance, the cost to the client for 15 or more hours of surveillance by one competent, properly equipped investigator receiving good supervision and support is about $100.00 per hour. There was no juggling of figures to produce the effective hourly rate for actual time on surveillance when preparing this breakdown of a $3,000 budget at 2008 usual rates in Ontario.  
Amount available for investigation after GST

($3,000 ÷ 1.06)







  2,830.19

Allow for actual number of MTO

searches at $15.00 each, lien 

searches @  $12.00 each, etc, say

$    57.00

Travel @ $0.55 / km, allow 200 km
    
    110.00


Video tape, storage and DVDs,  


      60.00

LDC, radio, postage, photocopies, courier
      36.00


Total disbursements



   $263.00*

*Note this is an oversimplification in that some
 disbursements are not subject to GST, but for
 these purposes, this approach is satisfactory.

Deducting disbursements 





   
2588.00

This is not the amount left for surveillance as some 

further amount has already been consumed to bring the case 

to the point it can be handed over to the person in the field.

Between taking the assignment, developing an investigation 
Plan and conducting preliminary inquiries, assume 2.5 hours 
@ $70.00 / hour (175.00) has been consumed leaving

  
2,413.00
When the case is complete, there must still be time for 
reporting. At ½ hour per page, four hours could easily be 
involved, substantially more if a lot of video tape is obtained, 
leaving:
 







2,133.00
Maximum number of hours available for investigator work 

in the field:  





$2,133.00 ÷ $70.00 / hr = 30.47
GST we can do nothing about, at least not on a case by case basis.  Travel and travel expense should not be anything more than what they are, an expense.  Knowing in advance from where those items will be charged, - ample reason to consider where the investigator is located, and how they will be charged will avoid any unpleasant surprises.  As for all other disbursements, simple analysis should allow the least experienced person to judge whether they are being treated fairly.  How far did the investigator have to travel?  How many video tapes were used?  What does a video tape cost, in bulk?  What is involved to safely store them for the required period, and then destroy them?  Why were those other disbursements necessary?  

Surcharges
It has always been our practice to charge only our stated hourly rate plus our disbursements at cost.  As professionals charging for a service, our compensation is included in our hourly rate. 
Some do charge more than their cost for disbursements. We do not know the arguments to justify that approach but they sometimes are accompanied by other schemes to build an account.  Including a surcharge for office and secretarial is not uncommon, perhaps because it is routine for another service provider to the insurance industry, independent insurance adjusters.  Beginning with a comparable rate for an unlicensed, rookie adjuster trainee, the surcharges for office and secretarial brings the effective hourly rate to around $100.00 per hour.

The unfortunate consequence of schemes to build an account beyond the product of the hours spent and the quoted hourly rate, plus reasonable disbursements at cost, is distrust.  This distrust has resulted in some large consumers of investigative services placing unreasonable limitations for travel and other disbursements that might reasonably be more if a good job has been done.  For sure, some private investigators through a lack of ethics or competence or both have earned the distrust of clients for us all but an element of reason is appropriate to all circumstances.  
As in the analysis above, the effective hourly rate for time on surveillance is commonly in the vicinity of $100.00 per investigator hour.  As previously stated, that would be so from about $1,500 up, with the hourly cost reducing slightly over longer periods as initial set-up costs like preliminary inquiries to facilitate surveillance and reporting costs are spread over a longer period.  In a similar vein, the addition of another investigator, as is often wise, does not double the cost.  It should be possible to charge less for the second investigator.  That second person need not be as skilled as the lead and two people on one case do not require double the support or supervision.  

Other than Surveillance
The same basic considerations as have been discussed above apply to the pricing of investigation other than surveillance.  What the investigator will encounter and what will be learned however become even less certain.  An exception would be a simple scene examination or the documentation of the condition of a piece of evidence, such as an accident vehicle, if its whereabouts and availability for examination are straightforward.

We are not infrequently asked what we will charge to locate and interview one or more witnesses.  The locate could involve looking in the telephone book or literally hundreds of dollars in disbursements and thousands of dollars in time.  Then there is the question of whether the witness will be home (seldom is making an appointment with a witness a good idea.) and then the witness may or may not cooperate.  We usually get one shot at it.  It is not an assignment for the inexperienced, ill trained investigator.  

Completion of a proper thorough interview of a witness and the proper securing of their evidence requires unique skills and abilities.  How long it will take once that witness has been found and is cooperative is going to vary according to the case and what they know.
Good investigators of any type are not common.  Those capable in work of this type are less common.  Work of this type does not lend itself to the large chunks of time that a surveillance investigator can generally expect to docket, day to day.  For those two reasons, one can expect to pay more for this type of work.  In our agency, in 2008 charges begin at $85.00 per investigator hour for investigation other than surveillance.  The same considerations respecting disbursements apply as for surveillance.  
It should be clear that for many investigations, we cannot estimate what the cost to conduct a thorough investigation will be. There have been times when it has been obvious that the cost is likely to be more than would be reasonable to spend in the circumstances.  

Clients who know us feel comfortable allowing us to review all possibly relevant aspects of their case (We can never know what we are likely to learn but we can hope to be in a position to recognize its potential relevance.) and giving us carte blanche to take the investigation where we judge best.  Those same clients know we will be calling when there is uncertainty.  

From time to time clients have said and meant that the cost of the investigation was not a concern.  We of course recognize it always is.  In matters uncertain we find it best to simply advise the client at intervals as to what has been learned and the costs to that point.   

A final point here, and it applies to all types of investigation.  Within reason, the client’s attention should be far more on the training, skill, ability, experience and support the investigator has than what is being charged.  A few hours by an incompetent can do a lot of damage in a business where we often have only one chance to get it right.
By Result or Reward

We are against reward schemes of any type.  As often paid witnesses, it would not add to our credibility to have our compensation tied to the value to our client of the evidence we developed.  

We have had clients advise they want us to obtain a statement from a witness confirming one thing or another or that they want video of the subject clearing snow from his driveway, etc.  And once, a person actually complained because the subject did not do what she was convinced the subject would do.  Fortunately, most clients are professionals and are pleased to receive evidence that allows a clear understanding of the case they are dealing with, giving them confidence in their decisions.  
It isn’t so in Ontario but in some provinces private investigators may act also as bailiffs to recover property.  It may be that the drafters of regulations for Ontario private investigators were averse to reward schemes inherent in the work of a bailiff.  

Despite an abundance of examples proving there is no substitute for proper training, experience, equipment and support, and that there is a cost for these, periodically reputable consumers of investigative services will choose to believe there is another way.  One that fortunately is now more than 10 years old remains hard to believe.  The anti stalking provisions of the Criminal Code had no sooner been enacted than the darling of some insurers became an agency offering a guarantee of 20 minutes of video of the subject for $700.00, or no charge.  Each investigator was paid under the same conditions, $300.00.  One investigator, confronted by a subject advised her not to worry, nothing she had been doing was detrimental to her case and asked her to play along, which she did.  No one was the wiser and the client was so happy they asked for more.  This time the subject complained to police when the investigator told her he was back, and why.  Police organized a “sting.”  The investigator was not convicted of stalking because the subject had not registered with him her wish he stop.  

There is no excusing the investigator’s behavior but it is unfortunate there was not a charge appropriate to the agency owner or the client.  As long as there are those so naïve as to believe reward schemes can work, there will be those willing to provide them.
Our billing is based on the actual time spent and expenses incurred in the conduct of an investigation.  We do a considerable amount of work at the direction of lawyers, including no doubt (we seldom know) on cases where the lawyer has entered into a contingency fee arrangement with his client.  Once, years ago we considered being subject to the same terms as far as our fees were concerned.  Fortunately, we realized before we were too deeply into the matter that the lawyer was an incompetent and of questionable integrity.  Unfortunately, that realization was not made before we had invested several thousands of dollars in the investigation.  A greater misfortune was that of the families who had retained the lawyer.  They received nothing for the loss of two children.  

· Having no control over the conduct of the litigation, we cannot routinely accept an assignment where payment of our account is dependent upon the outcome of the case.  

· Despite the above, we continue to consider such cases, especially when we have confidence in the lawyer(s) conducting the litigation and we have concern that the victim will not otherwise be served with a proper investigation.  

Flat Fees
Volume consumers require strict criteria for the selection of those who are to provide investigative services.  It has been just short of astounding to see some of the agencies still in business, let alone receiving business from large, reputable companies.  The fact of licensing is nothing to rely upon, but whether flat fee arrangements are part of the solution, others may know better.  

By some measure, flat fee arrangements must have a place. Among those who favour them are the larger private investigation agencies heavily focused on size and growth, anxious for a predictable cash flow.  A flat fee investigation is straightforward, requiring comparatively little by way of judgment or expertise.  For the client, whether an investigator is to be assigned can be reduced to a short check list and the initial outlay is not all that great.  The hours to be spent are a straightforward matter, as dictated by the contract.    

If a company is continuing such an arrangement, there must be a measurable benefit, the first being a reduction in investigation costs.  But if that is so, one might wish to look first at the benchmark being used in that study.  In the process of establishing an approved vendor program that included a flat fee component, the client companies conducted as well comprehensive screening of candidate companies.  If the experience data was positive, the identification and elimination of problem investigation agencies may itself have contributed significantly to the improved experience.  

Large organizations are forced to make decisions based on elements that can be objectively measured.  Variations in legal defense and investigation costs from one year to the next are examples of those elements.  Unfortunately for those who might want to consider how a reduction in those areas might affect profit and loss, there are many other factors having influence, including even the weather, making that all very subjective.  That is so even when considering what contributed to a good settlement or a good result at trial.  Those assessments are within the expertise of an insurer’s defense counsel and senior claims personnel but they are not always the people deciding which investigation agency is to be used

At the risk of sounding trite, most cases involve people and most people are unique.    Client and investigation companies alike who consider the first priority to be a good investigation recognize that not every case requires what a flat fee assignment requires, but would benefit from what is not necessarily included with flat fee work.  Fifteen hours of surveillance may in fact give a preliminary idea of what the subject is about, as may five.  Flat fees seem in many respects to be a substitute for training that would help staff recognize what can be done by an investigator, and good communication with the investigator.   

We have been party to flat fee contracts. We surpassed audit standards but did feel from time to time that a better job could have been done if more consideration had been given to non flat fee approaches.  We think it significant that when we stopped trying to persuade those providing flat fee assignments that there might be a better way, our profitability on that work increased.  
A more definitive observation about flat fees might be taken from the work of one of the professions with which we are familiar.  The Canadian Institute of Chartered Accountants publishes Standard Practices for Investigative and Forensic Accountants.  We have observed repeated occasions where the accountant for the insurer has appeared not to have met the Information Collection standard, the aspect of an engagement most time consuming and  unpredictable.  It is only a suspicion but we wonder if this is a consequence of a flat fee arrangement that has not allowed sufficient time for this most important aspect.  
It would seem preferable, considering the information collected is the foundation for any opinion, that whatever amount of time is reasonably required on each case be allowed.  Whether it be in assigning private investigators or professional accountants, we question flat fees as a substitute for the ability to judge what is fair and reasonable. 
Getting Good Value
As should be apparent, with the information set out here it should be fairly simple to price out the cost per hours of an investigation, or what you will receive for your budget, time wise.  Determination of whether one is likely to receive good value for the money need not be entirely judged after the fact.  As when dealing with the provider of any service, one should know:    
· The agency’s qualification and legal compliance including for licensing and insurance and as an investigative body for PIPEDA.   

· Who is going to do the work that is needed to be done – their background, training and experience.  

· What equipment do they have with them at all times – surprise them - ask to see it 
· What support, supervision and guidance is available and will they receive?

· What examples of past good work are available? 

· What do current clients say and do they know what is a good job (Not everyone does)  
· Their pricing.  What are the rates and when does the “clock” start.
The inexperienced, inept investigator with poor support and guidance could actually harm a client’s position while costing the client as much or more than the competent, well equipped investigator who has the support of a good agency.  The good investigator supported by a good agency has a much greater likelihood of uncovering useful evidence than the poor investigator
So, again, while we can predict what a certain time investment, directed in a certain way will cost, we cannot predict what a client will receive for that expenditure.  Whether it be in surveillance or any other form of investigation, the better investigator, better equipped with better support will, all other things being equal obtain a better result but what that result will be for a certain dollar amount, or said another way, what you will receive for a certain dollar amount invested, no one can know.  
What You Can Do.
· Do your homework and pick the right investigator / investigation agency for your needs.  
· Be prepared to work with them.  Don’t be a nuisance but be sure you have provided the investigator all available information, and if circumstances change, let the investigator know.  More than once an insurance client has known of an appointment for the subject, including at the insurer’s own office, after assigning us for surveillance, but did not tell us.  $70.00 per hours plus travel is a lot to pay to confirm the subject did drive from his home to your office to be sitting in front of you.  Sooner or later every subject will come to the realization he is under surveillance so why waste the time we have on something like that?  

· Let the investigator know everything you know.  There is no shame in having used someone else before coming to us.  We are honoured that you have chosen us now.  Don’t handicap us by withholding that information.  More than once too, for reasons only they knew, a client, including lawyers withheld the fact of earlier surveillance where the subject had burnt the previous investigator.  Surveillance is a relatively straightforward business but there are subtle differences between what is done when the subject has demonstrated an awareness and has not.  Withholding information needlessly places others in danger and can waste the effort. 
· Be available.  Circumstances often arise in the course of an investigation, especially with surveillance where a judgment has to be made whether the surveillance should be continued.  It could be as the subject is being followed out of the province or potentially significant activity is continuing into the weekend.  One insurer, rather than make people available  to make the decision about whether to continue actually judged it appropriate to penalize the investigation company $20.00 per hour if they continued in such circumstances without their authorization.  It is hard to recognize good investigation being prioritized in that arrangement.  
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