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Progress Report
Joint Select Government Performance Audit Committee
December 2006 through May 17, 2007 :

Activities to Date

December 2006-February 28, 2007

GPAC began efforts in earnest in December of 2006. A comprehensive mid-project status
report submitted on February 28, 2007 reported on eatly activities, which is included as
Appendix A, page 4.

March-May 17, 2007

As a result of groundwork done in early 2007, GPAC completed several milestones:

e Identified central management issues for future study by GPAC or its
successors. The ideas stemmed from a GPAC meeting in December 2006 and by a
meeting of Co-Chairs in early 2007. A separate report Central Management Study
Options for Consideration by the Joint Select Government Performance Audit Committee, April 5,
2007 is available at the GPAC office, 206-B Legislative Office Building,.

e Contracted with MGT of America, Inc. for a study of statewide internal
auditing. GPAC selected MGT through a competitive Request for Proposal (RFP)
process. MGT submitted its report to GPAC on May 15.

e Proposed HB 1401 relative to internal auditing and introduced by GPAC Co-
Chair, Representative James Crawford. The bill, which was intended to serve as
a vehicle for the MGT recommendations, received a favorable report from the
House Ways and Means Committee and passed the House on April 30. As of May
15, the bill is awaiting action by the Rules and Operations of the Senate Committee.

e Issued a RFP for a study of state personnel administration including a review
of career banding. The RFP is attached as Appendix B, page 10. As of May 15,
GPAC had two proposals under consideration and plans to recommend a
contractor to the Legislative Services Commission by May 25.

e Contracted with the National Conference of State Legislatures for a
feasibility study of establishing a program evaluation division. NCSL
recommended creation of a Program Evaluation Division and a Program Evaluation
Oversight Committee. The NCSL report is available at the GPAC office

e Proposed SB 1132 introduced by Senator Daniel Clodfelter to establish a
Program Evaluation Division. The Senate passed the bill on May 8. The bill was
reported favorably on May 16 by the House Ways and Means Committee and by the
House Appropriations Committee on May 17, 2007.

"TPACT, LLC submitted this document as required by its December 1, 2006 contract with the Legislative
Services Commission.



¢ Identified potential program/agency topics for future study by GPAC or its
successors. GPAC obtained the ideas from separate roundtables for House and
Senate GPAC members and from topics suggested by the Fiscal Research and
Research Divisions of the General Assembly. A separate report Agency and Program
Study Options for Consideration by the Joint Select Government Performance Audit Committee,
April 25, 2007 is available at the GPAC office.

In addition, GPAC consultant TPACT, LLC is required to submit detailed options for
ongoing legislative program reviews, which are activities other than the traditional project-
by-project evaluations that constitute the bulk of work produced by program evaluation
units in other states. These options contained in Appendix C, page 26 are intended to
supplement the eatrlier lists of central management and program/agency topics identified by
House and Senate GPAC members and topics suggested by the Fiscal Research and
Research Divisions of the General Assembly.
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Government Performance Audit Committee
Status Report as of February 28, 2007

GPAC Start Up
November-December 2006

In November 2006, the Government Performance Audit Committee decided to issue a
series of Requests for Proposals for contractual studies of statewide management issues and
to consider topics related to specific programs in 2007. On December 1, 20006, the
Legislative Services Commission engaged John Turcotte from Turcotte Public
Administration Consulting and Training, LLC (TPACT) to serve as project manager for the
Joint Select Government Performance Audit Committee. John Turcotte is assisted by three
other TPACT professionals, Jim Pellegrini, former Deputy Auditor General for Montana;
Larry Yates, a retired USAF Colonel and measurement expert; and Matt Dry, TPACT
research associate.

The Legislative Services Commission provided GPAC two offices and a conference room
on the second floor of the Legislative Office Building. In addition, the Commission
employed Doris Gilbert as an administrative assistant for GPAC. The Fiscal Research
Division assigned Michele Nelson, Principal Fiscal Analyst, to GPAC.

On December 12, John Turcotte briefed GPAC Co-Chairs on proposed topics and project
scheduling. Responding to a recommendation made by the State Auditor’s performance
audit report Internal Auditing in State Agencies and Institutions that the General Assembly
determine the strategic direction for internal auditing, the Co-Chairs requested a study to
provide the requested legislative direction as a first priority. The second priority is issuance
of an RFP on State Personnel Administration. Co-chairs requested that the consultant
address “career banding” in a special report first and then complete the remaining
components.

The Co-Chairs also requested GPAC staff to study the possibility of a creating a program
evaluation staff unit for the General Assembly to provide a permanent structure for
sophisticated legislative oversight and evaluation and to provide a mechanism for following
through on recommendations made by GPAC, which was identified as a shortcoming of the
first GPAC effort in 1992.

Internal Audit Study Underway

After consulting with the Co-Chairs, State Auditor, Fiscal Research Division, and Legislative
Administration, GPAC released a Request for Proposal on December 22, 2006 for the
internal audit study. Six firms submitted proposals by the January 19, 2007 deadline.

A review team consisting of representatives from the Office of State Auditor, Office of State
Controller, Fiscal Research Division, and Legislative Administrative Division evaluated the
proposals. The review team recommended MGT of America, Inc. for the contract because
its proposal represented the best overall value. The approved contract amount is $199,645.
GPAC staff is assembling background documents and making appointments for the MGT



team, which will begin field work in Raleigh the week of February 26. MGT’s team will be
led by Partner, Mary Winkley and Principal Consultant, Celina Knippling.

Internal Audit Project Timetable

Activity Date
RFP Dustributed December 22 2006
Proposals from Contractors Due January 19, 2007, no

later than 3:00PM

Eastern Tume.

Award Contract February 2, 2007
Draft Report Apnl 27,2007
Final Report May &, 2007

Internal Audit Project Description

The (September 2006) State Auditor’s performance audit of internal auditing recommended
“more direct guidance from the General Assembly.” This study should provide
recommendations for legislation including draft language that if enacted would give that
guidance. The study must include recommendations and draft implementing legislation to add to or change
existing North Carolina statutes and must be accompanied by cost estimates.

The contractor must prepare a report that will:

1.

Contain recommendations for correcting the deficiencies identified in the
State Auditor’s performance audit. While the State Auditor’s
performance audit may serve as background for the consultant’s study,
the Committee expects the consultant to build upon the performance
audit and form independent conclusions about what may be needed as
well as priorities for action by the General Assembly.

Recommend how to assure that internal auditors conduct internal
efficiency, economy and program results reviews and do not limit the
scope of internal audits to accounting and internal control issues.

Define potential economic cost and other deleterious consequences of
insufficient or inadequate internal audit coverage. The contractor should
define outcome measures for effectiveness of an internal audit system
within the state as a whole and for individual agencies and legislative
oversight committees to gauge whether internal auditing is effective in
minimizing these deleterious consequences.

Recommend how an agency internal audit unit should be placed
organizationally within the existing organizational structure of state
agencies and state-supported institutions.



10.

11.

Review existing qualifications of internal auditors and recommend
appropriate qualifications including education, certification, knowledge,
skills and abilities for internal auditors. Include a recommended career
path to allow for internal audit professionals to advance in competence,
responsibility, and compensation without assuming managerial
responsibilities.

Recommend appropriate professional standards for internal audit
organizations.

Define how to measure outputs of internal audit units. Develop
quantitative measures for comparing the relative productivity of an
agency internal audit unit with other state internal audit units or with
comparable units in the private sector. The contractor will determine a
reasonable productivity standard for use by the state in determining the
number of internal auditors required for a given internal audit unit.

Define a process for measuring the cost of internal audit activities to
allow comparison of unit costs of an agency internal audit unit with other
state internal audit units or with comparable units in the private sector.
The contractor will determine a reasonable unit cost standard to gauge
the relative efficiency of internal audit units.

Recommend staffing increases if needed. If the consultant recommends
increased staffing, the consultant must establish a methodology for rank
ordering the internal audit positions recommended among and within
state agencies to address highest risk agencies and highest risk activities
within agencies first. The ranking methodology should enable the
General Assembly in the future to target additional resources to high risk
agencies and within agencies to highest risk areas internally. Using that
methodology, the consultant will recommend where the General
Assembly should allocate or reallocate internal audit positions and the
number and costs of such positions. The consultant will draft any
necessary legislation to implement and continue this risk based
methodology.

Explore the feasibility, organizational location, and resources required of
a system whereby smaller agencies could share the internal audit services
of larger agencies that employ best practices or could receive shared
services from a centralized highly-skilled and technology-oriented team.
However, the Committee is not requesting a concept design for software
or a computer network.

Recommend an appropriate independent legislative and executive
oversight structure to assure that internal audit units conform to
legislative intent and professional standards as well as other requirements
recommended by the consultant. Include a determination of whether the
State Auditor should perform the oversight role.



Personnel Management RFP Issued

After consulting with the Co-Chairs, Office of State Personnel, State Controller, Fiscal
Research Division, and Legislative Administration, GPAC released a Request for Proposal
on January 30, 2007 for a study of the statewide personnel system.

John Turcotte conducted a voluntary pre-proposal conference on Thursday, February 15
attended by representatives of three firms. As of February 20, five firms have registered
intent to submit proposals. Registration is voluntary so there may be other firms interested
who may propose.

Potential contractors may also propose an optional survey of state employees and managers
with a separate cost breakdown.

National Conference of State Legislatures
Program Evaluation Staff Project

GPAC Co-Chairs requested a limited study of creation of a permanent program evaluation
staff unit as a way of providing a structure and resources for major legislative oversight
studies. A technical assistance team from the National Conference of State Legislatures
conducted a site visit and is assembling a team of legislative program evaluation experts to
offer suggestions to GPAC on potential startup. The NCSL report is expected in April
2007.

First Meeting of the 2007 Government Performance Audit Committee

The Select Committee held its first meeting on February 27, 2007 in Room 544 of the
Legislative Office Building, Co-Chairman, Senator Daniel Clodfelter, presiding. Chairman
Clodfelter reviewed the committee’s authorization and explained that the committee differed
from other committees in that GPAC would meet as needed at the call of the Co-Chairs and
had jurisdiction over all North Carolina governmental programs, funding, and operations.

The Committee heard a presentation from Tony Goldman, Director of Legislative
Administration, about the 1992-1993 Government Performance Audit Committee project
(GPACI). The history of GPAC I is available on the GPAC web site at:

www.ncleg.net/ GPAC/index.html.

Michele Nelson, Principal Fiscal Analyst from the Legislative Fiscal Division and assigned to
GPAC, reviewed:

e The GPAC staff office location at 206 and 205 of the Legislative Office Building

e The high level of support to GPAC received from the Fiscal, Research,
Administration, and Information Technology divisions of the legislative staff and
from the staff of the presiding officers

e The launch of GPAC’s website and its content: www.ncleg.net/ GPAC/index.html




John Turcotte, GPAC Project Administrator, reviewed:
e The process of issuing RFP’s by GPAC
o The current contract with MGT of America, Inc. to review the state’s system of
internal auditing. Turcotte introduced the MGT team:
o Mary Winkley, Partner-In-Charge
o Celina Knippling, CPA, Project Manager
o0 Suzanne Bradford, CPA, Team Member
e The RFP for a study of career banding and the statewide personnel system described
earlier in this progress report

Chairman Clodfelter asked GPAC members to submit ideas for projects to the Co-Chairs.
Members suggested several potential projects during the meeting including:

e Division of Motor Vehicles

e Mental Health System

e Medicaid

e Department of Transportation

¢ Information Technology

o State Legislature



Appendix B

NORTH CAROLINA GENERAL ASSEMBLY
Government Performance Audit Committee

A Performance Review of State Personnel Administration
REQUEST FOR PROPOSALS

March 23, 2007

This RFP supersedes the January 30, 2007 RFP calling for a nearly identical study. This
RFP:

o Eliminates the requirement for a separate and expedited report on Career Banding

o Provides more time for submitting proposals and for completing the study.
Consultants submitting proposals in response to the January 30 RFP must submit a new
proposal as specified by this RFP in order to receive consideration.

Sealed proposals subject to the conditions made a part hereof will be received until 5:00
p-m., April 27, 2007, for furnishing services described herein. Send all proposals
packages to:

Doris Gilbert

Administrative Assistant

Government Performance Audit Committee

General Assembly of North Carolina

Room 206-B, Legislative Office Building

300 N. Salisbury St.

Raleigh, NC, 27603

Phone: 919-301-1402
NOTE: Indicate submitting firm’s name, “Technical Proposal for Personnel
Administration Review” or “Cost Proposal for Personnel Administration Review” on the
front of each sealed proposal envelope, along with the date for receipt of proposals
specified above.

Direct project-related questions to John Turcotte, GPAC Project Manager via email to
johnt@ncleg.net.

Registration of Intent to Propose

All potential contractors are encouraged to register their intent to propose as soon as
possible after release of the RFP to provide greater assurance that they will receive
written responses to questions about this RFP. Requesting the RFP does not constitute
registration of intent to propose. However, there is no penalty for not registering and any
potential contractor may pose questions, by email only, about the RFP to the project
manager, John Turcotte, at johnt@ncleg.net with cc’s to dorisg@ncleg.net and
michelen@ncleg.net.
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To register intent to propose, potential contractors should email the firm name, person to
contact, email address, mailing address, physical address, daytime telephone number, and
fax number to Doris Gilbert at dorisg@ncleg.net. In the subject line of the email, state:
Intent to Submit Proposal for HR Study: Your Firm’s Name

Introduction

Government Performance Audit Committee of the General Assembly of the State
North Carolina is considering a series of reviews of statewide management issues.
The first project underway is a review of internal auditing in state government.

Management of state government human capital—obviously the most expensive
and strategically important use of public resources invested in government—is
another critical issue. GPAC seeks a consultant to assess the North Carolina
system, identify bright line standards emerging from the science of human
resource management and public administration, and compare the state system to
similar large employer systems and those of comparable state governments. The
consultant will address other related issues described later in this RFP.

Qualifications

A. Potential contractors shall demonstrate:

1.

Knowledge of human resource administration within state government or similar
large and complex organizations. Contractors are reminded of differences in the
operating environments of private sector human resources functions and those
within state government.

Ability to explain how your organization assures delivery of a work product that
is responsive to this RFP and minimizes risk of requests for time extensions and
other project delays and unanticipated cost escalations.

B. Potential contractors shall demonstrate by examples of completed projects:

I.
2.

Capability to produce clear, well-written, well-illustrated reports.

Capability to explain and defend if necessary, professional recommendations
before audiences.

Development of drafts of proposed general legislation for consideration by a state
legislature.

Development of cost and savings estimates for consideration by legislative
committees, budget staffs, or similar governing bodies.

C. Potential contractors should describe any generally accepted national quality
standards that will be used when conducting the review and how those standards
apply to a review of state personnel administration.
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Background

Links to Information about the North Carolina Personnel System

For details about the North Carolina state personnel system, see the site map of the Office
of State Personnel website: http://www.osp.state.nc.us/sitemap.htm .

The Office of State Personnel produces an annual report on state employee compensation
and benefits including policy recommendations available at:
http://www.osp.state.nc.us/divinfo/frames/divisions/ecc/2005finalcompreport.pdf.

The following is a brief profile of the state employee workforce at the end of 2006
provided by the Office of State Personnel:

The state workforce consists of 93,608 SPA (Subject to State Personnel Act)
employees as of December 31, 2006. This total includes permanent full-time,
part-time, and temporary employees.

State agencies comprise 76.2% (71,319 employees) of this total. University
employees comprise 23.8% (22,289 employees).

For the 89,034 permanent full-time State employees, which include permanent,
probationary, trainee, time-limited employees, the following statistics apply:
Average Annual Salary = $38,558.60
Average Age =44.1
Average Employee Service = 124.3 months (10 years 4.3 months)

BEACON Project

The consultant should be aware of BEACON (a major information system project)
currently underway under the direction of the State Controller that will affect North
Carolina state personnel administration. The policy implications of BEACON may be
included within the consultant’s study approach. However, this study is not a software or
equipment design project and the contractor should not plan a review of the mechanics of
BEACON. The BEACON website http://www.beacon.nc.gov/index.htm provides an
overview of the project. A detailed description of BEACON including the names and
contact information of key project personnel is available from the BEACON project
newsletter: http://www.beacon.nc.gov/resources/Newsletter/Beacon_View_Nov-
Dec_06_Final.pdf

Previous Reviews of Personnel Administration

1992 Review of Personnel Administration by a National Consulting Firm for the
Government Performance Audit Committee, a consulting firm report of findings and
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recommendations to the North Carolina General Assembly Government Performance
Audit Committee.”

2005 Government Performance Project: “C+” Grade Assigned to North Carolina
Personnel Administration

In 2005, a team of academic experts, policy analysts, and journalists engaged by the
Government Performance Project, a non-partisan, independent research program, evaluated
several components of state government management in all fifty states. As part of its review
of North Carolina, project identified weaknesses in strategic workforce planning and in
hiring.?

Career Banding

The Office of State Personnel has attempted to implement a Career Banding
system.® In 2006, the General Assembly suspended Career Banding® pending
further review by the General Assembly. The North Carolina Office of State
Budget summary of the legislation suspending career banding says: “This section
states that the State Personnel Commission, the Office of State Personnel and
each State department, agency and institution shall suspend further
implementation of career banding pending subsequent action by the General
Assembly. Career-banded classifications approved by the State Personnel
Commission on or before June 15, 2006 may continue to be implemented without
suspension if (1) It is fully and completely implemented no later than February 1,
2007; and (2) It is implemented entirely using technical resources provided by the
Office of State Personnel.”

Project Description

Project tasks shall include but not be limited to:

1. A review of organizational reporting relationships, delegation agreements, and
degree of independence or centralization within the HR system structure and the
authority of the State Personnel Commission.

2. Areview of existing HR statutes (G.S. 126) and recommendations for potential
changes that enable an effective HR culture and high performance workforce.

2 KPMG Peat Marwick, Performance Audit of Personnel Systems, 1992. Available on line as of January
15,2007: http://www.ncga.state.nc.us/GPAC/person.html

3 Government Performance Project and GOVERNING.COM, Grading the States 2005, available on-line:
http://results.gpponline.org/Default.aspx. North Carolina’s overall grade for state government as a whole
was also a “C+.”

4 North Carolina Office of State Personnel (OSP) website section on Career Banding. Available on line as
of January 15, 2007: http://www.osp.state.nc.us/CareerBanding/career-banding.htm

> SB 1741 Section 22.15A. (a), pp.153-154. Available on-line as of January 15, 2007:
http://www.ncga.state.nc.us/EnactedLegislation/SessionLaws/HTML/2005-2006/SL.2006-66.html.
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3. Recommendations for improving employee cost forecasting for executive
budgeting and appropriation of salary and benefits by the General Assembly.

4. Recommendations for state policies, including but not limited to those related to
BEACON, for attaining accuracy, tracking and integration of other salary and
compensation information for appropriations for salaries and benefits and other
entities where compensation is exempt from G.S. 126 but set or predominantly
financed by the state.

5. Recommendations to improve effectiveness of all HR functions including but not
limited to:

a.

How North Carolina state government can improve its overall personnel
and HR system given contemporary science and standards determined by
the consultant.

How to assure strategic workforce planning to assure sufficient policies
and plans for enhancing attraction to state service, recruiting for
immediate employee needs, and retaining a solid workforce to respond to
immediate, intermediate, and long term HR needs of the State of North
Carolina. GPAC received reports of concerns about loss of and failure to
“re-grow” institutional knowledge stemming from increasing retirement of
state employees in professional categories including financial, health care,
technology, HR, and general program management in addition to senior
front line employees who perform critical support functions.

Training and development of employees at all levels and the extent to
which there should be more statewide training programs offered by a
central training and executive development program to complement
training offered by individual state agencies exclusively to their
employees. The consultant should identify best practices within agencies
or by educational institutions that could be used as models or scaled up to
accommodate the state employee community.

Improving basic functions of position classification and reclassification,
recruiting, selection, compensation, discipline, termination, separation,
and appeals. However, the consultant should not conduct a detailed
management or process oriented review of such functions, but instead
determine if basic functions should be continued as operated, improved, or
discontinued if there is a cost-effective alternative.

6. An evaluation of implementation of the Career Banding in the State of North
Carolina including but not limited to:

a.

A historical review of Career Banding as implemented outside North
Carolina including references and web links to professional literature
about its applicability to state government

A critical analysis of Office of State Personnel Career Banding policies
and procedures including but not limited to identification of strengths and
weaknesses

How to assure that agencies do not abuse Career Banding to escalate state
salary costs without legislative authorization and budgetary control

A summary conclusion by the consultant concerning whether Career
Banding should or should not be continued in North Carolina

14



e. Any changes to the current Career Banding system recommended by the
consultant if the consultant concludes that Career Banding should be
continued

f. Any creative alternatives to Career Banding that may be recommended by
the consultant along with potential strengths and weaknesses. Alternatives
to Career Banding should be explored and reported even if the consultant
recommends continuation of Career Banding.

g. Suggested timetables for implementation steps for recommendations and
what state offices should be responsible for any future actions related to
Career Banding or alternatives to Career Banding recommended by the
consultant

7. Draft legislation to add to or change existing North Carolina statutes if necessary
to implement any consultant recommendation. Draft legislation that may result in
cost increases must be accompanied by cost estimates specifying new positions
required, existing positions eliminated, sources of funding and a timetable for
recommended actions.

GPAC discourages:

e Recommendations for follow-on studies by consulting firms

e Methodologies that depend excessively upon GPAC staff, other legislative
staff, or state agencies. Although consultants may be provided with some
guidance and advice and may be assisted with records identification,
photocopying, and scheduling of interviews, consultants are expected to provide
independent expertise and to perform the research, writing and presentations
called for by this RFP.

Optional Survey of State Employees and Managers

Consultants may propose a comprehensive anonymous survey of state employees and
managers that would determine how front-line employees view personnel management
and other related issues as determined by the consultant. The consultant should propose
a survey methodology including the precision and confidence limits expected. To be
helpful to legislators and the general public, survey findings should be appropriately
stratified by employee geographic location, agency, position type, and experience and
compensation levels or through an equivalent stratification determined by the consultant.
If the consultant proposes such a survey, costs should be proposed separately as specified
below.

Format and Delivery of Drafts and Final Versions of Reports

On the dates specified in the Project Timeframe below, the consultant will deliver a draft
of the report electronically in Microsoft WORD format and five inexpensively bound
hard copies of each draft for review by GPAC staff and the final report in PDF format
plus 20 hard and inexpensively bound copies. All costs for producing, revising, and
delivery of reports and copies shall be borne by the consultant.
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Presentations

The consultant will be expected to deliver up to 10 oral presentations in Raleigh, NC to
GPAC, other legislative entities, and others upon request by GPAC. All costs for
consultant travel and preparation of presentations shall be borne by the consultant. For
planning purposes, the consultant should propose a minimum of five round trips to
Raleigh.

Project Timeframe

Activity Date
RFP Distributed March 23, 2007
Proposals from Contractors Due April 27, 2007, no later than
5:00PM Eastern Time.
Estimated Contract Award May 18, 2007
Report Draft and Draft Power Point Presentation Due | September 5, 2007
Final Report and Power Point Presentation Due September 21, 2007




Status Reports

The consultant must deliver project status reports electronically in PDF format twice a
month to the GPAC project manager and any special status reports as soon as practical
upon the request of the project manager.

Required Contents for Proposal

The response to this request for proposals shall consist of the following sections:
a) Executive Summary

The executive summary shall consist of a brief summary of the contents of the

proposal.

b) Corporate Background and Experience

This section shall include:

1) Background information on the organization and details of experiences with
similar projects.

2) A list of at least three references, including contacts and telephone numbers,
for whom similar work has been performed.

3) Samples of work products.

¢) Financial Statement

The contractor must submit the most recent financial statement or similar

evidence of financial stability.

d) Project Staffing and Organization

This section shall include:

1) Proposed staffing, deployment and organization of personnel to be assigned
to this project.

2) The contractor shall include resumes of key personnel who will actually be
assigned to the project, describing experience with similar projects and the
responsibilities to be assigned to each person. The contractor should define
clearly what proportion of the work effort and topic areas each key person
will perform. A breakdown of time allocations of all project personnel is
required in the format below. Include subcontractors in the table. Proposed
contractor must total all columns:

Name Title Administration Field Work Writing Presentation Total
Hours Hours Hours Hours Hours

Example Person A Project Director 50 100 30 12 192
Example Person B  Consultant 10 200 10 2 222
Example Person C Support Staff 20 0 20 0 40
Total 80 300 60 14 454

Note that an additional table in the same format, but including hourly rates and
time costs must be included in the separate cost proposal.

3) How the study will be planned, organized and conducted.
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4) If the contractor opts to propose the state employee and manager survey, the

contractor should submit a separate and clearly identifiable description

breakdown of same information specified in 1), 2), and 3) above including a

breakdown of time allocations describing the survey effort.
Technical Proposal

and

This section shall include, in narrative, outline or graph form, the contractor's

approach to accomplishing the tasks outlined in the project description sect

of this RFP. A description of each task and the schedule for accomplishing each

shall be included.

Cost Proposal

The cost proposal must be submitted in a separate sealed package and must
contain the following information:

ion

1) Personnel costs (including hourly rates and total hours) for each consultant
and support staff. Arrange personnel costs and hours in the format in the

following example table to specify distribution of costs. Include
subcontractors by name in the table. Total all columns.

Name Title Hourly Administration Field Work Writing Presentation Total Time

Rate Hours Hours Hours Hours Hours Cost
Example Person A Project Director $ 125 50 100 30 12 192 $24,000
Example Person B Consultant $ 75 10 200 10 2 222 $16,650
Example Person C Support Staff $ 25 20 0 20 0 40 $1,000
Total 80 300 60 14 454 $41,650

All numbers in the table above are illustrative and hypothetical and do not represent a guideline

for hours or fees.

Note that an additional table in the same format, but excluding hourly rates
time costs must be included in the separate technical proposal.

2) Travel and subsistence expenses

3) Office space, telephone, and other support needs, if any, anticipated from the

General Assembly. Note: an open work area/conference room with a

and

telephone will be available for use by the consultant in Room 205-A of the

Legislative Office Building.

4) Subcontractors and costs (if any) should be explained in a separate and
clearly identifiable narrative.

5) Other costs with an explanation of what these include

6) Total cost for completing the project

7) Contractor may include in the cost proposal package a separate cos
breakdown for conducting a state employee and manager survey

t

according to the methodology proposed by the consultant. This must

be a separate and clearly identified breakdown and include the
personnel cost detail in the table form specified above.
8) Rates for additional analyses requested during the project period
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Proposal Submittal Process

a) Two original and 10 copies of both the technical proposal and cost proposal, in
separate sealed and clearly identified packages.

b) A CD containing an electronic version of the technical proposal and labeled
Technical Proposal for HR Study by Your Firm'’s Name and Date.

c) Separate CD containing an electronic version of the cost proposal and labeled
Cost Proposal for HR Study by Your Firm’s Name and Date.

d) Each original shall be signed and dated by an official authorized to bind the
firm.

Proposal Evaluation Process

The selection of the contractor shall be determined by a "best value" methodology,
with key factors to be considered to include experience of the contractor and any
subcontractors with related projects and price.

General Conditions Related to Submittal of Proposals

Right to Reject
The Legislative Services Commission (hereinafter “Commission’) reserves the
unqualified right to reject any and all proposals when such rejection is deemed
to be in the best interest of the State of North Carolina.

Right to Accept Part of Proposal, Negotiate Content and Cost
The Commission reserves the right to accept part of any proposal, and to divide
any proposal into parts deliverable in stages over an extended time period. The
Commission reserves the right to negotiate and alter the content, form, schedule,
and deliverables of any proposal or portion of a proposal accepted. The
Commission reserves the right to negotiate the cost of any proposal or portion of
a proposal accepted.

Time for Acceptance
Each proposal shall state that it is a firm offer that may be accepted within a
period of 30 days from the date of submission.

Unsolicited Proposal Changes
Any unsolicited change to a proposal that is received after the closing date of
this RFP will be rejected.

Responsibility to Make Timely Submission
The contractor is responsible for assuring the timely delivery of a proposal. Late
proposals will be rejected without review.
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Cost for Proposal Preparation
Any costs incurred by contractors in preparing or submitting offers are the
contractor’s sole responsibility; the Commission will not reimburse any
contractor for any costs incurred prior to award.

Elaborate Proposals
Elaborate proposals in the form of brochures or other presentations beyond that
necessary to present a complete and effective proposal are not desired.

Oral Explanations
The Commission shall not be bound by oral explanations or instructions given at
any time during the competitive process or after award.

Confidentiality of Proposals
In submitting its proposal the contractor agrees not to discuss or otherwise
reveal the contents of the proposal to any source outside of the Commission or
its Legislative Services Office staff until after the award of the contract.

Form of Proposal
Proposals shall be submitted in a form that, in the opinion of the Commission,
may be incorporated verbatim into a contract.

Exception to Terms
Any exception, interpretation, or suggestion for clarification by the contractor to
any of the terms and conditions of this RFP must be clearly stated by the
contractor.

Competitive Offer
Pursuant to the provision of G.S. 143-54, and under penalty of perjury, the
signer of any proposal submitted in response to this RFP thereby certifies that
this proposal has not been arrived at collusively or otherwise in violation of
either Federal or North Carolina antitrust laws.

Right to Submitted Materials
All responses, inquiries, and correspondence relating to or in reference to this RFP
shall become the property of the State of North Carolina when received.

Contractor’s Representative
Each contractor shall submit with its proposal the name, address, and telephone
number of the person(s) with authority to bind the firm and answer questions or
provide clarification concerning the contractor’s proposal.

Proprietary Information

All contractors’ information submitted in the proposal has the potential to
become public information. Contractors are cautioned that any proprietary
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information contained in the proposal may not be protected as confidential and
should not be submitted in response to this RFP.

Historically Underutilized Businesses
Pursuant to General Statute 143-48, the North Carolina General Assembly
invites and encourages participation in this procurement process by businesses
owned by minorities, women, disabled, disabled business enterprises and non-
profit work centers for the blind and severely disabled.

Titles

Titles and headings in this RFP and any subsequent contract are for convenience

only and shall have no binding force or effect.

Terms and Conditions of Resulting Contract

The following are terms and conditions that will be included in the contract for
conducting the project. Other terms and conditions may be added prior to the
signing of the contract.

Applicability of State Government Ethics Act

Pursuant to G.S. 120C-100(6) and G.S. 138A-3(21), the Contractor is subject to

the ethics requirements of Chapter 138A of the General Statutes (State
Government Ethics Act) that are applicable to legislative employees. These
ethics requirements include, but are not limited to, the prohibition on the
acceptance of most gifts from lobbyists and lobbyists' principals and the
mandatory ethics training required for all legislative employees. Also, if the
contractor is a consulting corporation, the corporation will need to identify the
individuals assigned to the Legislative Research Commission as individual
consultants so that these individuals' names can be provided to the State Ethics
Commission for inclusion on the list of legislative employees subject to the
lobbying laws. The Contractor shall familiarize itself with these and all other
requirements of the State ethics law and shall ensure that it and its individual
employees comply with these requirements.

Contractor
The contract is between the Legislative Services Commission and the selected
contractor (hereinafter referred to as “Contractor”).

Governing Law
This contract is made under and shall be governed and construed in accordance

with the laws of the State of North Carolina.

Situs

The place of this contract, its situs and forum, shall be Raleigh, North Carolina,

where all matters, whether sounding in contract or tort, relating to its validity,
construction, interpretation and enforcement shall be determined.
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Contract Period
The terms of the contract shall begin at its signing and shall end on or before
June 30, 2007, unless extended or terminated as provided in this document.

Termination
Upon mutual written agreement of the Commission and the Contractor, the
contract may be terminated at any time. Failure to perform by the Contractor
may result in termination by the Commission. In addition, the Commission has
the right to unilaterally terminate the contract at its discretion with 10 days
written notice. In the event of termination, either by mutual consent, or by
unilateral action of the Commission, the Contractor will be paid an amount
commensurate with work completed, and the Contractor shall deliver all work
completed prior to the date of termination.

Independent Contractor
The Contractor shall be considered to be an independent contractor and as such
shall be wholly responsible for the work to be performed and for the supervision
of its employees. The Contractor represents that it has, or will secure at its own
expense, all personnel required in performing the services under this agreement.
Such employees shall not be employees of, or have any individual contractual
relationship with the Commission or the Legislative Services Office.

Key Personnel
The Contractor shall not substitute key personnel assigned to the performance of
this contract without prior written approval by the Commission. The individuals
designated as key personnel for purposes of this contract are those specified in
the Contractor’s proposal.

Subcontracting
Work proposed to be performed under this contract by the Contractor or its
employees shall not be subcontracted without prior written approval of the
Commission.

Performance and Default
If, through any cause, the Contractor shall fail to fulfill in timely and proper
manner the obligations under this agreement, the Commission shall thereupon
have the right to terminate this contract by giving written notice to the
Contractor and specifying the effective date thereof. In that event, all finished
or unfinished deliverable items under this contract prepared by the Contractor
shall, at the option of the Commission, become its property, and the Contractor
shall be entitled to receive just and equitable compensation for any satisfactory
work completed on such materials. Notwithstanding, the Contractor shall not be
relieved of liability to the Commission for damages sustained by the
Commission by virtue of any breach of this agreement, and the Commission
may withhold any payment due the Contractor for the purpose of setoff until
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such time as the exact amount of damages due the Commission from such
breach can be determined. In case of default by the Contractor, the Commission
may procure the services from other sources and hold the Contractor responsible
for any excess cost occasioned thereby. Neither party shall be deemed to be in
default of its obligations hereunder if and so long as it is prevented from
performing such obligations by any act of war, hostile foreign action, nuclear
explosion, riot, strikes, civil insurrection, earthquake, hurricane, tornado or other
catastrophic natural event or act of God.

Bankruptcy
Upon the filing for bankruptcy or insolvency by or against the contractor, the
Commission may terminate the contract, and the provisions of paragraph
entitled “Performance and Default” shall apply.

Performance Bond
The Commission may require either a performance bond up to the full amount
of the contract or another performance guarantee.

Availability of Funds
Any and all payments to the Contractor are dependent upon and subject to the
availability of funds to the Commission for the purpose set forth in this
agreement.

Confidentiality
The contractor agrees to protect the confidentiality of any files, data, or other
materials provided by the Commission and to restrict their use to the purpose of
performing the contract. The contractor shall comply with the provisions of
Article 17 of Chapter 120 of the North Carolina General Statutes regarding
confidentiality between the contractor and members of the General Assembly.

Care of Property
Contractor shall take all steps necessary to safeguard any property, including
data, files, reports, or other information from loss, destruction, or erasure. Any
costs or replacement expenses, or damages resulting from the loss shall be borne
by the contractor when the loss occurred through its negligence.

Copyright
No deliverable items produced in whole or in part under this agreement shall be
the subject of an application for copyright by or on behalf of the Contractor.

Access to Persons and Records
The State Auditor shall have access to persons and records as a result of all
contracts or grants entered into by State agencies or political subdivisions in
accordance with General Statute 147-64.7. The Contractor shall retain all
records for a period of three years following completion of the contract.
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Transfer or Assignment
The contract shall not be transferred or assigned to a third party.

Compliance with Laws
The Contractor shall comply with all laws, ordinances, codes, rules, regulations
and licensing requirements that are applicable to the conduct of its business,
including those of federal, state, and local agencies having jurisdiction or
authority.

Equal Opportunity Statement
The nondiscrimination clause contained in Section 202 Executive Order 11246,
as amended by Executive Order 11375, relative to equal employment
opportunity for all persons without regard to race, color, religion, sex, age or
national origin, and the rules and regulations prescribed by the Secretary of
Labor, are incorporated herein. The program for Employment of the
Handicapped (Affirmative Action) Regulations issued by the Secretary of Labor
of the United States in Title 20, Part 741, Chapter VI, Subchapter “C” of the
Code of Federal Regulations, pursuant to the provisions of Executive Order
11758 and Section 503 of the Federal Rehabilitation Act of 1973, are
incorporated herein.

Insurance
The Contractor shall obtain, pay for, and keep in force, for the duration of the
contract, worker’s compensation insurance, as required by the laws of North
Carolina, covering all of the Contractor’s employees engaged in any work on the
project in the State.

Additional Contract Expenses
The contract for the project is not a time and materials agreement. Any
expenses of the contractor in addition to those contracted for, or above the
contract amount, are the sole responsibility of the Contractor.

Advertising
Contractor agrees not to use the results or existence of the contract, or the
products produced pursuant to the contract as a part of any news release or
commercial advertising without the prior written approval of the Commission.

General Indemnity
The Contractor shall hold and save the State, its officers, agents, and employees
harmless from liability of any kind, including all claims and losses, with the
exception of consequential damages, accruing or resulting to any other person,
firm, or corporation furnishing or supplying work, services, materials, or
supplies in connection with the performance of this contract, and from any and
all claims and losses accruing or resulting to any person, firm, or corporation
that may be injured or damaged by the contractor in the performance of this
contract and that are attributable to the negligence or intentionally tortuous acts
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of the Contractor provided that the contractor is notified in writing within 30
days that the State has knowledge of such claims. The Contractor represents and
warrants that it shall make no claim of any kind or nature against the State's
agents who are involved in the delivery or processing of the Contractor's goods
to the State. The representation and warranty in the preceding sentence shall
survive the termination or expiration of this contract.
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Appendix C
Options for Ongoing Legislative Program Reviews

Legislative program evaluation organizations in other states engage in a number of activities
on a recurring basis as opposed to ad hoc projects that generally constitute the bulk of
workload. These activities may be potentially useful to the General Assembly. However,
legislators are cautioned that, while productive and often very popular to members and staff,
these activities need additional staff or staff resources will be diverted away from program
evaluation projects that are the “bread and butter” of evaluation offices. Examples of these
activities from Mississippi and Virginia are listed below.

1.

Web Encyclopedia of State Programs. The Florida Legislature’s Office of
Program Policy Analysis and Government Accountability (OPPAGA) maintains the
Florida ~ Government — Accountability  Report (FGAR)—a web-based encyclopedia
containing 244 profiles describing every state agency, program, and subprogram.
(See www.oppaga.state.fl.us/government.) Users may search FGAR using a table of
contents arrayed by agency, program, and subprogram; by topic; or by using a built-
in search engine. OPPAGA employs a staff of 80 analysts who are specialized by
policy area and have to maintain expertise and currency at the subprogram level.
OPPAGA analysts are assigned a portfolio of FGAR profiles to update as needed.
In addition to its utility to users, FGAR provides secondary benefits to OPPAGA
staff.

a. Newer analysts learn the details of programs in their policy area when
preparing profiles for the first time.

b. Senior analysts benefit by having to regularly refresh their factual grounding
in programs and to develop awareness of current events, policy
developments, legal and budget changes.

c. Requests from members about programs are easily fulfilled through FGAR.
Financial Data and Trend Reporting. The Virginia Joint Legislative Audit and
Review Commission (JLARC) achieved such a high level of credibility in analyzing
government-wide fiscal trends that the General Assembly directed JLARC to
establish an internal staff unit to report trends annually and to maintain databases for
access by the public and other researchers. (See http://jlarc.state.va.us/fauabt.htm).
High Cost Program Monitoring. Legislatures have assigned evaluators to engage
in recurring monitoring and reporting on single programs that have experienced high
cost growth or that if not controlled could have extremely negative long term cost
impact.

a. Internal Service Funds. Virginia’s JLARC is required to monitor internal
service funds to assure that excessive balances are not maintained. (See
http://jlarc.state.va.us/isfstat.htm).

b. Corrections. The Mississippi Joint Legislative Committee on Performance
Evaluation and Expenditure Review (PEER) employs a full-time corrections
auditor who monitors the Department of Corrections and produces regular
and special topic reports.

c. Retirement System Costs. PEER and Florida’s OPPAGA contract
annually with an actuary to provide a second opinion on the actuarial
valuation conducted by the state retirement agency. (See
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http:/ /www.oppaga.state.fl.us/reports/govt/r05-25s.html and
http://www.peet.state.ms.us/391.html). These second opinions provide the
insight on whether the recommended state contribution rate is reasonable.
Virginia’s JLARC publishes periodic status reports and a Legislator's Guide to
the retirement system. (See http://jlarc.state.va.us/vrs.htm). In addition,
JLARC publishes semi-annual reports which summarize the performance of
retirement system investments.

d. State Investment Performance. Florida OPPAGA also conducts an
annual review of investment performance by the State Board of
Administration that invests the assets of the Florida Retirement System. (See
http://www.oppaga.state.fl.us/reports/agency/sba.html).

4. Cost Benchmarking. The Mississippi PEER Committee contracts with a CPA
firm to conduct a unit cost analysis of representative state prison facilities. The cost
per inmate day figures are used by the state to set per diem rates for private prisons
to assure a fixed percentage savings below what it costs the state to house inmates.
(See http://www.peet.state.ms.us/482.html).

5. Fiscal Forecasting. The Mississippi PEER Committee staff prepares fiscal notes
upon request of legislators. Fiscal notes have become a significant portion of PEER
workload.

0. Information Research. All legislative program evaluation units furnish information
on state and local government to legislators upon request. However, some requests
require short-term field research. Most evaluation units have been able to perform
such work without additional staff. However, Mississippi’s PEER staff performs
scores of these projects every year, which have consumed a significant portion of
staff time.
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Potential Government Performance Audit Committee
Program and Agency Projects1

In December 2006, the Joint Select Government Performance Audit Committee (GPAC)
requested Turcotte Public Administration Consulting and Training (TPACT) to consult
with GPAC members and with legislative staff to identify potential topics for review in
two categories:

1. Statewide administrative issues affecting all areas of state government, which
should be addressed first. GPAC identified internal auditing and personnel
management as top priorities. TPAC submitted a background paper that
addressed these topics in a background paper submitted to the Legislative
Services Commission on April 5, 2007.

2. Agency and program specific issues. These topics cover a wider array of issues
due to the broad scope of North Carolina government. To identify the topics that
warranted GPAC review, the Fiscal Research Division and Research Divisions
surveyed staff for ideas. TPACT facilitated roundtable discussions separately for
House and Senate GPAC members. In addition, TPACT was required by contract
to suggest additional program topics.

This paper provides a listing of those issues in the second category identified to date.
Topics Suggested by House and Senate GPAC Member Roundtables

GPAC staff conducted a roundtable for House members on March 14 and for Senators on
March 27. Program or agency topics proposed by members were listed on a flip chart.
Then members were given a red, yellow, and blue sticker and asked to place the red
sticker by the highest priority topic, the yellow sticker by the second priority, and a blue
by the third priority. Each red sticker as assigned a point value of 3, yellow 2, and blue 1.
Tallies consisted of the sum of sticker points assigned to topics. Several topics received
no points.

The House and Senate members were in agreement that Medicaid, Mental Health, and
management of the Department of Health and Human Services should be reviewed.

However, the highest priority of the House was a policy analysis of governance of
education---currently divided into pre-K-12; community college; and university areas
with pre-K-12 divided again among the State Board of Education, the State

" This document, which includes the attached 12-page listing of 61 program and agency topics for potential
GPAC review, is submitted as required by TPACT, LLC according to the December 1, 2006 contract with the
Legislative Services Commission of the North Carolina General Assembly.

* See TPACT, LLC, Central Management Study Options for Consideration by the Joint Select Government Performance Audit
Commiittee of the North Carolina General Assembly, April 5, 2007.
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Superintendent of Education, county school boards, and county commissions, which
provide local funding.

The Senate’s highest priority was a review of the Department of Transportation, which
has received criticism for flawed designs and excessive delays from concept to opening
new roads to traffic.

The list below recaps those projects identified by committee members along with a cross-
reference to the detailed and longer listing that is attached. The longer list also includes a
number of project ideas submitted by the Fiscal Research Division and Research
Division. TPACT suggested four projects at the end of the list. The list is also a work in
progress as GPAC staff is gathering ideas from members of GPAC who were unable to
participate in roundtables. For additional information about the topic, see the detailed
listing.

e Controlling Medicaid Costs (See #2 and #10 of attached topic list, Priority 2 by
House and Priority 2 by Senate)
o Cost effectiveness of optional services
o Use of sophisticated technology to identify patterns of fraud and abuse
o Best practices identified by blue ribbon panels in North Carolina and other
states

o Delivery of Mental Health Services in North Carolina (#2)

e Department of Health and Human Services Management (#2)

o Tripartite Governance of North Carolina Education (See #1, House Priority 1)

e A Review of Department of Transportation Construction Planning, Bidding and
Project Management (#9, Senate Priority 1)

o Evaluation of Division of Motor Vehicles Services (#3)

e Developing and Recruiting Teachers (#4)

o Water Programs (#6)

e Obsolete State Programs (#11)

e Alcohol Beverage Control (#13)

Program and Agency Topics for Potential GPAC Projects 8/27/2007
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