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The People First Contract Reassignment

Florida should renegotiate to enhance taxpayer value before consenting to assignment

The state of Florida’ s employee human resource management and services operates through a single
system known asPeople First, which is a self-service, web-based personnel information system overseen
by the Department of Management Services (DMS). In 2002, DMS contracted with Conveys, a Fortune
500 Human Resource Management f rm, to construct and maintain a Human Resource Software system
as well as deliver employee and customer services to the state through the People First program. The
initial seven-year contract between DMS and Conver gys was previously extended to expire in August
2011.

In 2008, the Legislature commissioned the Of  fce of Program Policy  Analysis and Government
Accountability (OPPAGA) and the private consulting frm Equaterra to provide a comprehensive report
on the state’ s best option for maintaining the People First system upon expiration of the Conver gys
contract. The analysis concluded that the best option for the state was to renegotiate the contract for an
additional f ve-year extension (to August 2016) with Convergys rather than seek new competitive bids in
August 2011." DMS entered into and completed the renegotiation process with Convergys in December
2009; The contract was renewed until August 2016 at a lower annual price compared to the original
contact price.’

Assignment to Northgate Arinso

Shortly after the contract renewal, Convegys announced its intent to sell its Human Resource Management
division to NothgateArinso, a global human resource management corporation based in the United
Kingdom, which would effectively transfer Convergys’ contractual obligations to NorthgateArinso? This
transfer, known legally as an assignment, requires the approval of DMS? While the pending assignment
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raises concerns about the recent contract extension, it also provides an exceptional opportunity for the
state to reevaluate whether the extended People First contract with Convergys is in the best interest of
the taxpayers and whether Florida should seek to revise it.

One of the main issues in the extension of thePeople First contract is the general absence of competitive
bidding in the contractual process. If the contract is assigned to NorthgateArinso in its current form, the
People First program will remain in place without being competitively bid for 14 years. Competitive
bidding for contracts is imperative in order to achieve the best value for Florida taxpayers on state
purchases of goods and services and provide the best value to taxpayékhe FloridaTaxWatch Government
Cost Savings Task Force recommendations emphasize the importance of competitive bidding for state
contracts in its published report, Report and Recommendations of the Florida TaxWatch Government
Cost Savings Task Force to Save More Than $3 Billion.® The report’s frst recommendation proposes the
reduction of the number of goods and services exempted from competitive bidding requirements. Robust,
continual efforts to competitively bid state contracts help to ensure high quality goods and services at a
competitive market price.

Florida TaxWatch Recommendation: Contract Should Be Competitively Bid Out in 2012

Florida TaxWatch recommends that DMS renegotiate key aspects of the current contract to the greatest
extent permitted by law before accepting assignment of it to NorthgateArinso and has identi fed several
ways in which DMS can take advantage of this situation to bene f't the taxpayers. Given this change in
circumstances, it is appropriate that the state shorten the length of the recently extended contract.  As
part of the assignment, DMS should renegotiate the contract with NorthgateArinso, to end in ~ August
2012 rather than August 2016. At the same time, DMS should initiate a competitive bidding process
immediately so that the new People First system is in place and operational with the chosen vendor by
August 2012. (NorthgateArinso would be welcome to bid for the contract in the same manner as any
other possible vendor.)

A perceived problem with a new competitive bid has been that a new vendor would require upfront costs
to develop another resource management system to replace the People First platform; however, Florida
TaxWatch analysis concludes that the state has the necessary licenses and software to operate the human
resource management system under the current contract. This means another vendor will be able to use
the existing software platform, which makes the building of another system and the upfront associated
costs unnecessary. DMS has conf rmed this conclusion to Florida TaxWatch.¢

Florida TaxWatch Recommendation: Require NorthgateArinso to have at least 60% of North American
Workforce and Headquarters in Florida

To further ensure the best deal for the state, Florida TaxWatch recommends the People First contract
be amended as part of the assignment-consent to include certain provisions assuring of job retention in
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Florida. As part of the assignment, NorthgateArinso should agree in writing to ensure that Florida becomes
NorthgateArinso’s North American headquarters and that at least 60% of its North American workforce

is in the state, as has been previously stated by the company The current contract already has established
provisions to prohibit “offshoring,” where services cannot be rendered from and no information can be
sent outside of the continental United States. ” The provision prohibiting of fshoring should remain and
the abovementioned assurances should be included within the contract to better ensure more economic
opportunity and growth for Florida under this contract.

Conclusion

It should be noted that this process and acceptance of appointment is representative of several other
contractual transfers that have occurred in Florida. However, none of these contracts should be exempt
from meticulous scrutiny and due diligence throughout the process. In the process of this contract
assignment, Florida TaxWatch recommends that DMS renegotiate the People First contract for a period
ending in August 2012 and to include provisions for at least 60% of Northgate Arinso employees to be
located in Florida and locate its North American headquarters to Florida. DMS should simultaneously
begin preparation for and execute a formal competitive bidding process for the contract. These
recommendations should be implemented as DMS proceeds through the assignment process with
Northgate Arinso, which will help to ensure that the taxpayersdollars are spent wisely the renegotiations
are meaningful and productive, and that the participants in this process are held accountable for their
actions in providing vital services to state employees and the state of Florida.

This Florida TaxWatch Briefing was written by Katherine Hayden, Research Assistant, under the direction of
Robert Weissert, Esq., Special Council to the President and CEO, and Dominic M. Calabro, President and
CEO of Florida TaxWatch.

David A. Smith, Chairman; Dominic M. Calabro, President, Publisher, and Editor.
Florida TaxWatch Research Institute, Inc.
www.FloridaTaxWatch.org

© Copyright Florida TaxWatch, April 2010

7 “Amendment No. 10 to the Convergys Contract,” p.1-3. The Florida Department of Management Ser-
vices, May 2008.



About Florida TaxWatch

Florida TaxWatch is a statewide, non-profit, ~ non-partisan taxpay er research institute a nd governm ent
watchdog that over its 30- year history has become widely recognized as the watchdog of citizens’ hard-
earned tax dollars. Its mission is to p rovide the cit izens of Florida and pu blic officials with hig h quality,
independent research and education on governm ent revenues, expenditures, taxation, publi ¢ policies, and
programs, and to increase the productivity and accountability of Florida Government.

Florida TaxWatch's research recommends productivity enhancements and explains the statewide impact of
economic and tax and spend policies  and practices on citizens and businesses. Florida TaxWatch has
worked diligently and effectively to help state govern ment shap e responsible fiscal and public polic y that
adds value and benefit to taxpayers.

This diligence has yielded impressive results: in its first two decades alone, policy makers and government
employees im plemented three-fourths of Florida TaxWatch's ~ cost-saving reco mmendations, saving the
taxpayers of Florida more than $6.2 billion -- approximately $1,067 in added value for every Florida family,
according to an independent assessment by Florida State University.

Florida Tax Watch has a historical understanding of state government, public policy issues, and the battl es
fought in the past necessary to structure effective solutions for today and the future. It is the only statewide
organization devoted entirely to Florida taxing and sp ending issues. Its research and reco mmendations are
reported on regularly by the statewide news media.

Supported b y v oluntary, tax-deductible memberships and grants, Florida TaxWatch is opentoan y
organization or indivi dual interested in helpingt o make Florid a co mpetitive, healthy and econom ically
prosperous by supporting a cr edible resear ch effor t that prom otes constructi ve taxpay er i mprovements.
Members, through their I oyal su pport, help Flori da TaxWatch bring abo ut a more effectiv e, responsive
government that is accountable to the citizens it serves.

Florida TaxWatch is supported by all types of taxpayers -- hom eowners, sm all businesses, lar ge
corporations, philanthropic foundations, professionals, as sociations, labor organizations, retirees - - simply
stated, the ta xpayers of Florida. The officers, Boar d of Trustees and me mbers of Florida TaxWatch ar e
respected leaders and citizens fro m across Florida, co mmitted to i mproving the health and prosperit y of
Florida.

With your help, Florida TaxWatch will continue its d iligence to make certain your tax investments are fair
and beneficial to you, the taxpaying customer, who s upports Florida's government. Florid a TaxWatch is
ever present to ensure that taxes are equitable, not excessive, that their public benefits and costs are weighed,
and government agencies are more responsive and productive in the use of your hard-earned tax dollars.

The Florida TaxWatch Board of Trustees is responsible for the general direction and oversight of the research institute and
safeguarding the independence of the organization's work. In his capacity as chief executive officer, the president is responsible
for formulating and coordinating policies, projects, publications, and selecting professional staff. As an independent research
institute and taxpayer watchdog, Florida TaxWatch does not accept money from Florida state and local governments. The
research findings and recommendations of Florida TaxWatch do not necessarily reflect the view of its members, staff,
distinguished Board of Trustees, or Executive Committee, and are not influenced by the positions of the individuals or
organizations who directly or indirectly support the research.
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