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“An Expensive Blunder”:
Why the Accenture Contract Should Be Terminated and How It
Can Be Done

Note: The original draft of this analysis was completedrsly before HHSC scaled back its
contract with Accenture. While this was a good fstep, there are many instances in which
Accenture failed to deliver services promised mahiginal contract, which have caused services
to deteriorate and are still good reasons for tamating HHSC's contract with Accenture.

EXECUTIVE SUMMARY

Shortly after the Texas Health and Human Service@izsion scaled back its contract with
Accenture to provide public assistance benefitgises through remote call centerdjauston
Chronicleeditorial called the original $899 million callrter deal, “an expensive blunder.” The
Texas State Employees Union agrees with this cteraation and urges HHSC to correct this
blunder by following the advice of a bi-partisagp of state officials who have called for the
termination of HHSC'’s contract with Accenture.

Accenture began processing applications for théd@m’s Health Insurance Program (CHIP)
and some applications for children’s Medicaid, cBmber 2005. In January 2006, Accenture
began processing applications for all public aasis® benefits in the Austin-San Marcos area.

HHSC in April 2006 halted further rollout of Acceme’s call centers and in May returned most
work being done by Accenture to state employeels&quently, a bi-partisan group of 60
legislators urged HHSC to terminate Accenture’stiait because the call centers had made
access to benefits for their constituents moreatiff. In October, the Texas Comptroller of
Public Accounts also recommended termination ofcthirdract because of cost overruns, lack of
cost savings, and delays and inaccuracies in paeapplications for benefits.

Why the Contract Should Be Terminated
Accenture has not met the terms of the contratiérfollowing ways:

» Accenture’s call centers have proven to be ndtuénbest interest of Texas as required by
Section 12.09(b). The call centers have generatstaverruns instead of cost savings
and made access to service more difficult.

* Accenture’s call centers have not met their missiojective stated in Section 2.02—to
“improve Texans access to eligibility and enrollmservices.”

» Accenture failed to integrate TIERS and MAXe3 aguieed by Section 10.03(a)(2)(B).

» Accenture failed to train call center staff priordall center implementation as required
by Section 10.03(a)(2)(A).

» Accenture’s outreach and marketing campaign requyeSection 10.03(a)(2)(B) was
flawed and caused people to lose or be denied ib@nef

» Accenture failed to set up a financial reportingteyn prior to implementation of the call
centers as required by Section 10.03 (a)(2)(A).

» Acceture failed to protect confidential informatiag required by Section 11.01.

» Accenture’s workmanship quality is well below stardbs established in Section 14.03.

How to Terminate the Contract
The contract with Accenture establishes procedoyashich HHSC may terminate the contract
when or if :
» The Legislature does not appropriate sufficientfufor the project (12.09(d)),
» HHSC determines that termination is in the besrigt of the State of Texas (12.09(b)),
» Accenture does not comply with the terms of thetraan (12.05(a)(5)),
» Accenture breaches confidentiality requirementsQ@) (3)),



» Accenture is in material breach of the contract@g)(7)),

 HHSC and Accenture mutually agree to terminatectivgract.
The contract also establishes procedures by whigledntract may be suspended in whole and in
part.



“An Expensive Blunder”:
Why the Accenture Contract Should Be Terminated and How It Can
Be Done

The Texas Health and Human Service Commission @ember 21, 2006 announced that it
would scale back its call center contract with Beemuda-based company Accenture. The
contract, according to tHéouston Chroniclehad proven to be “an expensive blunder.”

HHSC curtailed the Accenture contract after a stipan group state officials urged HHSC to
terminate the contract. The first call for terminatcame in July 2006 when 60 state
representatives from both parties signed a lettétHSC Executive Commissioner Albert
Hawekins urging him to cancel the agency’s call eecbntract. The contract called for Accenture
to operate and manage call centers that were segposelp people enroll in public assistance
benefits, a plan that has been called a “radica¢gment in service delivery.”

According to the five-year contract signed in J2005, Accenture was to prepare the call centers
for operation between August 2005 and January 200Becember 2005, Accenture’s call
centers were to begin processing applicationsHiddien’s health insurance. In January 2006, the
call centers were to begin processing all appbeetifor public assistance benefits in the Austin
and San Marcos area.

The contract called for a phased in approach tmgpbut call center service to the rest of the
state. A subsequent rollout plan called for cafiteeservice to be expanded to San Antonio and
the Hill Country in April 2006 and for statewide phementation to be complete by December
2006.

But after Accenture’s call centers began procesapplications for benefits, an alarming number
of clients either lost healthcare coverage or hadf fpublic assistance benefits delayed or denied
because of Accenture’s mistakes. Clients also tegdong waits for service, being given
incorrect or confusing information, and frustratieith the lack of help they received from the
call centers.

In April, HHSC announced that it would delay funthellout of the call centers. A month later,
the agency returned most of the work being dortkeatall centers to state employees.

One of the reasons that the call center rollout pestponed and work returned to state
employees was that Accenture was unable to prabessands of applications for benefits.
According to the legislators’ letter, “Accentureshr@turned more than 12,000 of its backlogged
cases from the call centers to the local statébdiiy offices.” The letter went on to say, “atish
point it is unclear what work, if any, is being @ooy Accenture, or what, if any ‘deliverables’
have been delivered as promiséd.”

In October, the Texas Comptroller of Public Accaurgsponding to a request from legislators to
investigate the Accenture contract, said thattat writing, the [call center] project is behind
schedule and $100 million over budget. . . . CBeare still reporting delays and inaccuracies in
processing their applications.”

The Comptroller concluded in her letter that “thisject has failed the state and the citizens it
was designed to serve. The contract with Accentwrst be ended.”

! Editorial Staff. “Undoing the Damage-fouston ChronicleDecember 24, 2006.
2 Letter to Albert Hawkins, Executive CommissiorBexas Health and Human Services Commission.
July 12, 2006.
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The Texas State Employees Union agrees with thistiisan group of state officials. We've
reviewed the contract between HHSC and Accentulddentified the most glaring failures of
Accenture to deliver services promised in the @mitrThe results of this review are found in the
section below entitletiVhy the Contract Should Be Terminated

Our review also found language in the contract dleisg how the contract can be terminated.
We've summarized these sections in the sectiotleshilow the Contract Can Be Terminated

WHY THE CONTRACT SHOULD BE TERMINATED

A review of HHSC's contract with Accenture showattduring the first 18 months of the
contract, before it was amended, Accenture faibediediver services stipulated in the contract to
the detriment of Texas and its residents who aggtie public assistance benefits. Below, we
provide a description of some of the promises miadiee contract and Accenture’s failure to
make good on the promises. More specifically, Ataenfailed to

* Meet the mission objectives of the contract (SecB®?2)

* Integrate MAXe3 and TIERS (Section 10.03 (a)(2)(B))

» Adequately train call center staff (Section 10.882)(A))

» Provide adequate marketing and outreach (Sectid@81@)(2)(B))

* Complete a financial reporting system during tlamsition period (Section 10.03
(@)(2)(A)

» Keep confidential information from being made palffsection 11.02)

* Meet quality workmanship standards (Section 14.03)

But before we discuss these failures, we wouldtiikepend some time discussing the section of
the contract stating that the contract may be taated if termination is in the best interest of the
State of Texas (Section 12.09(a)).

Termination Is in the Best Interest of State of Teas

Section 12.09(b) states that “HHSC may terminageAfreement at any time upon at least six
month’s written notice to CONTRACTOR when, in idesdiscretion, HHSC determines that
termination is in the best interest of the Staté @fas.”

Accenture’s call center performance has not settvedbest interest of the State of Texas.
Accenture has not delivered cost savings, the padoce of Accenture’s call centers put the
state at risk of federal sanctions, and Accentwalkcenters have made access to benefits more
difficult.

No cost savings
On June 29, 2005, HHSC increased an earlier cesigsaestimate made during the regular

session of the 7Legislature. According to HHSC's revised estimaigyatized eligibility and
enrollment call centers would save $646 millionroiie years. HHSC estimated that it would
save $1.5 million in fiscal year 2006 and $161 ianillis fiscal year 2007.

Fiscal year 2006 passed with no savings. Half Wwayugh fiscal year 2007, no savings have been
realized and none are on the horizon. The Texasp@oller of Public Accounts in October



2006 told legislators that “it seems unlikely thtiSC will save the expected $646 million in all
funds by 20102

Not only has the contract not saved money, its, @ogginally estimated to be $899 million over
five years, has increased substantially. Accordinpe comptroller, HHSC has

* Removed $94.7 million of expenses from Accentucestract and will pay these on
Accenutre’s behalf

« Added $5.9 million in amendment for TIERSodification

* Hired a TIERS subcontractor to help Accenture @dst of $2.3 million for fiscal year
2006 and

* Is considering extending the TIERS subcontractooistract through 2007 at a cost of
$39.1 million?

According to the comptroller, the 2005 General Ajgiations Act assumed the state would save
$65.1 million in General Revenue during the firgbtyears of the contract. Instead, HHSC will
spend that $65.1 million plus an additional $34ilion in general revenug.

Risk of federal sanctions

In addition to failing to save the state any moass incurring cost overruns, Accenture’s call
center experiment is putting the state at riskedifal sanctions. The experiment has already cost
HHSC $6.9 million in federal funding for fiscal ye2006 because the agency did not get prior
approval for the Accenture contract from the US &&pent of Agriculture, which oversees the
national food stamp program.

As part of its oversight duties, USDA holds statesountable for processing food stamps
applications in a timely way. States are expeatgurdcess 95 percent of their food stamp
applications within 30 days, except in emergentyasions when the applicant qualifies for
expedited food stamps. States that do not meetithediness standard risk federal sanctions and
the loss of federal funding.

Between February 2006 and April 2006 while Accemtiras processing food stamp applications
only in the Austin-San Marcos area, Accenture neaene close to meeting the 95 percent
timeliness standard. During this three-month perftenture’s timeliness rate worsened from
month to month.

Accenture’s Food Stamp
Month Timeliness Rate
February 2006 80.1%
March 2006 73.1%
April 2006 61.6%

% Strayhorn, Carole Keeton. Cover Letter to the Ateee Findings to Sen. Shapleigh, Rep. Uresti, and
Rep. Casteel, October 25, 2006.

* TIERS is HHSC's new eligibility and enrollment cpuoter system. It has been in pilot phase for three
years.

>Strayhorn, ibid.

® Ibid.



The comptroller estimates that a similar statevpieidormance would result in the annual lost of
$23.7 million in federal food stamp funs.

Access to benefits are more difficult

In addition to cost overruns and putting Texasskt of federal sanctions, Accenture’s call
centers made access to benefits more difficultofgiog to the comptroller, during the initial
phase of the call center project “Accenture’s caliters were understaffed and its agents were
unprepared to answer policy questiofi#\8 a result, thousands of hungry families were
mistakenly denied benefits or had their eligibitiigtermination delayed well beyond a reasonable
time.

In Bastrop County, which is just to the east of husonly a portion of county residents were
required to apply for food stamps through call eesithowever, many who did waited three to
four months to learn if they were eligible. Thesad waits put a strain on the resources of the
local food bank as people sought options to foachps to feed their hungry families.

According to an article that appeared in Bestrop Advertiser

The Bastrop County Emergency Food Pantry is feghegourn from problems with a new
automated state human services system. Since as Health and Human Services
Commission implemented the first phase of the systeJanuary, the food pantry's client
load has increased noticeably, according to paftigials.

The article goes on to say that “some Bastrop Gokobd Pantry clients who have tried to use
call-in or online services to apply for or trackieéts have found themselves ensnared in a
system wrought with problems.”

According to Martha Chabot, emergency food assigtawordinator for the food pantry her
clients are

Very confused and very frustrated. They can't gairesistent answer or they get no response
at all.

Every time they call they're talking to someondeatdnt and getting a different answer every
time. It's taking six to eight weeks to get a remmobefore they even get their appointment
made. After the appointment, it's taking anothettsieight weeks to get the benefits.

The Austin-San Marcos call center experiment lastdg about three months. In May 2006,
HHSC returned most of the food stamp work beingedairthe call centers to state employees. At
that time, there was a backlog of almost 7000 fetachp application¥.

The Austin-San Marcos area was the first and, sdHa only area where Accenture processed
food stamp and all public benefits applicationst BuDecember 2005 prior to the Austin-San
Marcos call center implementation, Accenture’s caliters began processing applications for the
Children’s Health Insurance Program and some agijbias for children’s Medicaid statewide. It
continues to do so.

" Strayhorn, ibid.

® Ibid.

° Lachman, Dana. “Food Pantry Feels Pinch as HH®i@s" Bastrop Advertiser. April 8, 2006.

19 Hagert, CeliaUpdating and Outsourcing Enroliment in Public BetsefThe Texas Experienc€enter
for Public Policy Priorities. November 2006, p.40.
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Six months after Accenture began processing CHtPchildren’s Medicaid applications,
enrollment in the two programs had dropped by 10&,0

Accenture’s call centers played a big role in griscipitous decline. In May 2006, Celia Hagert
of the Center for Public Policy Priorities, who Haskn monitoring implementation of the call
center experiment, told the Dallas Morning News thecenture “deployed an untested, badly
performing system that's causing people to losefitsri™

Accenture fails to meet mission objectives

Section 2.02 of the contract states that the missidhe call center project is to is “to improve
Texans’ access to eligibility and enrollment seggifor health and human service programs in a
manner that assures the highest levels of qualityuracy, and efficiency.”

Accenture in its capacity as manager of HHSC’s @atfiter project has failed to meet this mission
objective. In fact, Accenture’s lack of quality cacacy, and efficiency became a primary barrier
to accessing benefits.

After reviewing the work of Accenture’s call ceraetySDA found that “vendor (Accenture)
performance is questionable as evidenced by thegegcentage of cases that are returned to the
vendor because of missing information and errgkscording to the USDA letter, 40 percent of
the applications that Accenture workers sent te
HHSC staff to complete eligibility determinatio
had to be returned because of missing
information or errors. The USDA also express
concern about long waits for service at the cal
centers and the high number of abandoned
calls®? !

Further on in its letter, USDA stated that
“vendor performance in the quality of 2-1-1 (ca
center) calls show problems with staffing and
training resulting in misinformation to the exteéhat it is unclear whether applicants will know
how to apply, in spite of new opportunities clieate provided under the new (call center)
model.”

$h& " «% = * o+,

The food stamp timeliness statistics cited aboedather evidence that Accenture’s call centers
made access to benefits more difficult, and thik & timeliness extended beyond food stamps
In April, the call center pilot area determinedy@ility in a timely way for only 53.7 percent of
Temporary Aid for Needy Families (TANF) applicaatsd 57.6 percent of Medicaid applicafits.

In October 2006, further evidence that Accentucal centers were failing to achieve the
contract’'s mission objective of improving accesbdoefits came to the fore in a dramatic way.
TheHouston Chroniclgublished an article about the plight of a youraukton cancer patient.

Thirteen-year old Devante Johnson was battlingdydrancer. Until April 2006, he was enrolled
in Medicaid and, therefore, able to receive treatimeast spring when it came time to renew his

! Garrett, Robert T. Dallas Morning News. “Privatiz&ervices Stumbling.” May 28, 2006.

2 udwig, William Regional Administrator Food and Nitibnal Services, USDA. Letter to Albert
Hawkins, Executive Commissioner, Texas Health anchéh Service Commission, April 5, 2006.

13 Texas Legal Services Corporation. Spreadsheetitmsémeliness information provided by the Texas
Health and Human Service Commission as the refal open records request.
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application, his mother began the renewal procadyg in order to ensure that that his coverage
wouldn’t lapse.

After her renewal request was reviewed at a stagibidity office, it was determined that
Devante’s mother’s income was too high for him renmmn Medicaid; however, he was still
eligible for CHIP. Consequently, the renewal wast $@ an Accenture call center that enrolls
children in CHIP. At the call center, the renewantvunprocessed. When Devante’'s mother
checked on the application’s status, the call eestedf couldn’t locate it.

In April, Devante lost healthcare coverage bec#useenture lost his CHIP application.
Fortunately, the hospital where he received treatroentinued to treat him. Unfortunately,
Devante’s condition worsened during the summer.nmibsher hoped to get him admitted to M.D.
Anderson for a new and promising treatment. Shédodhowever, because Accenture couldn’t
find Devante’'s CHIP application.

It finally took the intervention of Rep Sylvesteurfier to get Devante re-enrolled in Medicaid, so
that his new treatment could begfn.

HHSC says that despite its past problems, Accergureking progress toward meeting its
mission objectives. HHSC points to the fact thaldehn’s health insurance enrollment has
increased slightly since September 2006. But ddeors besides Accenture’s progress account
for the slight enrollment up tick.

For one thing, state employees are assisting eatec staff process applications. Also, state
employees are now doing most of the work that Atger's call centers were doing between
January and May, leaving Accenture with a much Enahseload and a caseload that is much
less complicated and easier to work.

Despite HHSC's assertion that Accenture is makimgess, HHSC has been unable to provide a
timeline for when Accenture’s call center experitnesuld move forward again. In response to
an employee inquiry to HHSC's online employee nettstThe ConnectionHHSC said that it
“suspended the rollout in May (2006) due to concabmut call center performance and technical
operations” and that it wasn’t sure when these lprab would be corrected so that rollout could
be resumed

In addition to Accenture’s failure to meet the gant’'s mission objectives, there are other
requirements in the contract that Accenture hdsddo produce, including its failure to integrate
MAXe3 with TIERS.

Accenture fails to integrate MAXe3 and TIERS

Section 10.03 (a)(2)(B) describes the project sessithat HHSC expects Accenture to deliver
during the transition period between August 2008% &emuary 2006. Among other deliverables,
Accenture is supposed to complete the “integratioRlIERS with MAXe3.”

MAXe3 is a software tool developed by Maximus, ohéccenture’s subcontractors. MAXe3 is
supposed to make it possible for TIERS, HHSC's eégibility and enrollment computer
system, to work in a call center environment.

1 Markley, Melanie. “Battle to Keep Houston Boy Insd as He Fought Cancer Is Poignant Example of
How Bureaucracy Can Hinder Caréldbuston ChronicleOctober 16, 2006.
!> The Texas Health and Human Service Commissitbe ConnectiorNovember 27, 2006.
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Even though HHSC spent nearly $300 million on TIER®as not designed to operate in a call
center environment. TIERS users must have extehsiveledge of eligibility and enrollment
rules and regulations for each public assistanoefiigorogram. These rules and regulations are
complex and change often. Accenture’s low paid aatiter operators lack the program
knowledge required of TIERS users. ConsequentlgeAture’s call center operators needed a
software tool that could help them overcome theowdedge deficit until TIERS could be
modified to make it less dependent on workers @itensive program knowledge.

MAXe3 was supposed to be this tool, or at leastt, iwhat Accenture assumed. Accenture’s
assumption proved to be wrong and according td &xas Comptroller, Accenture learned the
error of its assumption “only after the rollout fibe call centers] began®

Accenture in the contract promised to integrate Nd&@>and TIERS before the initial roll out of
the call centers to the pilot area began in Jan2@@g. But by February 2006, the
MAXe3/TIERS integration was still not complete. Wheonsultants from Booz Allen Hamilton,
a firm hired by USDA to help it monitor implementat of the call center experiment, visited the
call centers in February 2006, they noticed th&R3 and MAXe3 were not yet integrated. In
their report to USDA, the Booz Allen consultantsoter,

It was brought to our attention that the interfaeeween MAXe3 and TIERS is now being
implemented in a phased approach. It was bothdiF&NS’s (the Food and Nutrition
Services division of USDA) understanding that thias not previously plannéd.

By April, MAXe3 and TIERS were still not integratedSDA in a letter to Commission Hawkins
noted that this lack of integration was causingeklng of applications. According to USDA,

There is a backlog of applications at the San Aiot@all Center at the point of data entry
into MAXe3 and TIERS. The backlog was created bseadAXe3 is nofully operational
(our emphasis) and staff have to enter data intlo BEERS and MAXe3®

At the time, Accenture, according to USDA, told HEIShat MAXe3 and TIERS would be fully
integrated by June 2006. But in June, a TIERS asagirt drafted by Clifton Gunderson LLP for
HHSC found that

[MAXe3] does not currently have the functionalitywwh was originally planned by this
point in time to support the call centers. Theref@ome expected efficiencies and
streamlined procedures for processing client chaes not be realized, and [MAXe3]
functionality may not be available when need¥d.”

The comptroller reported how this lack of functibtyacaused delays in processing applications.
According to the comptroller, on May 11, 2006 at##SC Desktop Users Forum, HHSC staff
said that a significant number of clients complditigat Accenture lost their applications. After
initially reporting that its investigation showdtht no applications were being lost, HHSC
admitted that applications were being lost as these being transferred between TIERS and
MAXe3. According to the comptroller, “the documehtd been received in Accenture’s
mailroom, but their electronic images either wdeeged in the wrong system or were attached to

18 strayhorn, Carole Keeton, Texas Comptroller oflleulccounts.Accenture Finding #13.
www.cpa.state.tx.usbmptrol/letters/accenture/ch13/html).

" Memo from Saul Goldberg and Raju Rathod of BodemHamilton to Lizbeth Silberman of the
USDA'’s Food and Nutritional Services section, Mat€h 2006, p.2.

18 etter from USDA FNS Regional Administrator WilliaLudwig to HHSC Executive Commissioner
Albert Hawkins, April 6, 2006

19 Clifton Gunderson LLPTIERS IT Application and Security AudEirst Draft, June 27, 2006.
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the wrong client records. Accenture’s call-in agaotd such clients that their applications had
been lost.®

By October 2006, Accenture had still not integrad®dXe3 and TIERS. The comptroller found
that “the systems (MAXe3 and TIERS) did not antl dtes not work properly, together or
separately. Numerous clients report egregious pro$l. . . [and] clients continue to provide
consistent evidence that the problems haven't fized yet.”*

A full nine months after the transition period vweasr, Accenture had still not been able to
integrate TIERS and MAXe3. And according to USDAiften Gunderson LLP, and the Texas
Comptroller, this failure caused a backlog of agatiions for benefits.

Accenture’s failure to integrate MAXe3 and TIERS @ the only transition service that
Accenture failed to deliver.

Accenture fails to train call center staff sufficietly

Section 10.03 (a)(2)(A) identifies project set-upivdaties that Accenture was supposed to
complete during the transition period. One of thguired project set-up activities was the
“training of [the Texas Access] Alliantepersonnel.”

But Accenture’s training was poor. It did not gitecall center workers the skills and knowledge
needed to process applications for benefits acelyrat in a timely way. When reporting on
HHSC'’s decision to curtail the further rollout btcall centers, thdouston Chroniclesited
among other things, “inadequately trained stafs one of the reasons for halting call center
rollout.

TheChronicle’sarticle quoted HHSC officials as saying

[The] pilot [call] center in Central Texas has pnodd a higher-than-expected volume of calls
that are taking longer because the questions areaimplicated for too few, inadequately
trained staffers to answer.

TheFort Worth Star TelegramandAustin American Statesméawoth reported that after
announcing the delay in the call center rollouti@assioner Hawkins said that he wanted to see
better training for the workers at the call centérs

After HHSC announced in May that it was returningstnof the work done at Accenture call
centers to HHSC employees, than Antonio Express Neweported that one reason that HHSC
took this was action was that “Accenture workexgehinadequate training and as a result are
giving erroneous or contradictory information tghgants.”

2 Texas Comptroller of Public Accounts. Accenturediig #22.
www.cpa.state.tx.usbmptrol/letters/accenture/ch22/html).

%L strayhorn. Cover Letter to Accenture Findings,dber 25, 2006.

% Texas Access Alliance, sometimes referred to a8, Té\the consortium of businesses led by Accenture
that operate and manage the call centers experiment

% Hughes, Polly Ross$iouston Chronicle“State Puts Private Call Centers on Hold.” Apri2006.

24 Austin, Liz. Fort Worth Star TelegraniConcerns delay new system for eligibility detération.” April

6, 2006. MacLaggen, Corridustin American Statesmarpril 6, 2006.

% Garcia, GuillermoSan Antonio Express NewState Takes Back Aid Task.” May 10, 2006.
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In a presentation to the House Government Reformr@ittee in July Deputy Executive
Commissioner Anne Heiligenstein reported that dria® key reasons for delaying the rollout of
the call center experiment was that the Accentaliecenter staff needed additional trainffig.

TheHouston Chronicleyuoted Heiligenstein as saying that while thenireg that Accenture
provided was “extensive,” it was “not sufficierft.”

Accenture’s training was so bad that call centaff souldn’t answer client questions or retrieve
case information from the computer system. AccaydinanAssociated Pressire story dated
May 5, 2006, state employees had to be sent ta@eaters to ensure that clients were given
correct information. The article goes on to say tal center staff will need to be retrained so
that they can give accurate information and “condluarough searches of agency records.”

An article appearing in the August 12, 2006 editidtheAustin American Statesmahows how
inadequate Accenture’s original training was. Adog to theStatesman

When Amanda Morris started working at a privatécefthat enrolls Texans in public
assistance, she was trained to enter informatitmnarcomputer about people who want to
apply for benefits. But she immediately found thmtst cases didn't involve signups. Clients
needed to renew benefits, make changes to theuatsor update their address.

And she didn't know how to do that.

"I trained for three weeks and was put onto therfleith about 2 percent knowledge of how
to do my job," said Morris, 21, who works for a fgagency and has been on assignment
since March with the San Antonio office of statattactor Texas Access Alliance.

Problems with worker training are one of the readbie state has indefinitely delayed
statewide rollout of that contractor's new calkystem to enroll Texans in food stamps,
Medicaid and Temporary Assistance for Needy Fasfifie

Retraining of call center workers began in the samaf 2006, a full seven months after the
transition period ended. According to Mindy Brovanspokesperson the Texas Access Alliance,
the consortium of business led by Accenture thatagas and operates the call centers, the
retraining for call center staff “[is] intensive dudepends on each employee's role. If an employee
feels they need additional training to do their gmiorectly, all they need to do is to speak with
their supervisor and additional instruction carabranged.”

But according to Amanda Morris, the call centerrapar quoted above, the retraining sessions
that she attended are just as “ineffective as tiggnal.” She went on to tell th&tatesmarthat
“you have no idea how (messed) up this is gettifig.”

% Texas Health and Human Service Commission. Reépdhie Texas House Government Reform
Committee Hearing Report. Austin, TX, July 26, 200€l0.

2" Hughes, Polly Ross$iouston Chronicle“Blunders Hurt Needy Children.” July 27, 2006.

%8 pAssociated PreséSnags Delay New System for State Aid.” May 5080

29 MacLaggen, CorrieAustin American StatesmafA Call for Better Call Center Training for Worke”
August 12, 2006.

30 MacLaggen. Ibid.



Inadequate Training Leads to Delays and Improper Bnial of Benefits

Accenture’s failure to train call center workersidg the transition period caused countless
children to be denied or lose healthcare coveradesavere delays in eligibility determination for
food stamps and other benefits.

Accenture call center workers began processing Ggiications and renewals in December
2005. According to the Center for Public Policydfities, “when the new contractor [Accenture]
took over, serious problems with processing CHIpliagtions and renewals became apparent
Renewal rates dropped from 80 percent in 2005 tpebdent. By September 2006, the CHIP
caseload had fallen by 9.7 percént.

Individual accounts given by families who lost cere denied CHIP coverage show that
Accenture’s failure to adequately train call sggtHyed a big role in eligible families losing or
being denied CHIP coverage.

Heather Wilson of Conroe told thiéouston Chroniclgéhat mistakes made by improperly trained
call center staff caused her daughters to lose CHWerage. First the call center worker
screening her application thought that Ms Wilsdaisily income was too high. It wasn't.

Then she was told that information about her fimgrgssets was missing. But as it turns out, Ms
Wilson’s family earned less than $30,000 a yeanaasl therefore not subject to an assets’test.

Traci Woodward of Orange, a mother of three daughteas told by an Accenture call center
worker that she would have to pay a second enralifie® of $35 even though the rule is that a
family pays only one enrolimeri.

An Accenture call center worker told Debra BerdgHoluston that she must provide proof of her
daughters’ citizenship even though Ms Berg hadhalyehad provided copies of her daughters’
birth certificates. Ms Berg’s children were subsamfly dropped from CHIP in Februaiy.

Accenture’s failure to provide adequate trainingpalesulted in delays in eligible people getting
food stamps. In an April 6 letter to Commissionemtins, USDA stated that its observation of
call center workers indicated that they were néficantly trained. According to the letter,

Local office staff indicated that most of the prainls they encountered are due to the overall
lack of training and experience of contractor staffuding the 2-1-1 [call center] operators.

The review team listened to recordings of actualPealls including inquiries for expedited
service, inquiries for local office locations, aquaestions regarding food stamp applications
in general. . . . There were multiple instancemobrrect or confusing information given by
the 2-1-1 operators. This included (1) sendinghtéi¢o the wrong certification office; (2)
telling clients that applications would be processe30businesslay; (3) not providing
information on the complaint process to clients wbmplained of rude treatment; (4) clients
being referred between 2-1-1 and local offices; @)dncorrect information about the
appointment process. . %.

31 Hagert.Updating and Outsourcing Enroliment in Public Betsgh 41.

%2 Hughes, Polly Ros$louston Chronicle“CHIP Grants Reprieve in 28,000 Cases.” April 2006.

% Hughes, Polly Ros$louston Chronicle“Confusion Over Health Insurance Leaves Childseffering.”
March18, 2006

** Ibid.

% Ludwig, William, Regional Administrator Food andifiitional Services, USDA. Letter to Albert
Hawkins, Executive Commissioner, Texas Health anchéh Service Commission, April 5, 2006.
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In summary, the lack of sufficient training andxperience of contractor staff is contributing
to poor customer service, client frustration, aritical system inefficiencies.

Another report on the call center pilot conductgdhe Center for Public Policy found that “poor
training of TAA [call center] staff led to errors,
delays, and an inability to resolve clients’

problems. :

Like Accenture’s training, its outreach efforts wer "4
also inadequate. And just as Accenture’s lack of
training caused thousands to lose or be wrongly | $%&= (%) = * ++,
denied benefits, so did its failure to conduct an
adequate outreach campaign.

Accenture fails to provide adequate marketing and otreach services

Section 10.03 (a)(2)(B) requires Accenture to cahdumarketing and outreach campaign prior
to implementation of the first phase of the catitee project. However, Accenture’s outreach and
marketing campaign for CHIP gave out incorrectiinfation and confused clients, one reason for
the significant drop in CHIP coverage during thstfnine
months that Accenture handled CHIP enrollment.

In February, the first problems with Accenture’sreach - "#
problems began to manifest themselves. About 6000
children lost CHIP coverage because Accenture bad n | % / «n
notified their parents that a new enroliment fed ha
become effective. According an Associated Pressrtépat appeared ithe Bryan College
Station Eagle“the mistakes that led to the loss of benefitginated at a Midland call center run
by Texas Access Alliance, a group of companiedbiestate-contracted Accenture, said [HHSC]
commission spokeswoman Stephanie Goodman.”

According to theDallas Morning Newsthe outreach material sent by Accenture informing
parents that they needed to re-enroll their childneCHIP because their coverage was about to
expire failed to mention the new application fea.&arlier Accenture letter informing parents of
changes to their benefits misstated the amoung¢wfeo-payments for doctors’ visits and
prescription mediciné

As the CHIP rolls plummeted, it became clear thiants were confused about the new eligibility
rules and procedures. According theuston Chronicle73 percent of CHIP renewals were
denied in February 2006, a figure described byTd#weas Association of Health Plans as
“staggering.” Most of these denials were the restithissing information or renewal information
not received?

Accenture’s failure to conduct an adequate margedimd outreach campaign caused HHSC to
undertake a $3 million outreach campaign in May&2j0

% Hagert.Updating and Outsourcing Enroliment in Public Betsep 20.

37“Health Coverage to Be Restored to Thousands déi@m.” Bryan College Station Eagl&arch 6,
2006.

3 Garrett, Robert T. “CHIP Changes Fluster Famili@allas Morning NewsMarch 27, 2006.

% Hughes, Polly Ross. “Confusion over Health Insueabeaves Children Suffering.” March 18, 2006.
0 Austin, Liz. “CHIP enrollment Falls for Fourth tght Month.”Austin American Statesma#pril 12,
2006.
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Accenture fails to set up financial reporting sys¢tm

Section 10.03 (a)(2)(A) requires Accenture to geadinancial reporting system during the
transition period. However, Accenture failed tosdo The comptroller’s report states that “from
an accounting perspective, the arrangement betidetSC and its vendors lacks clear and
comprehensive internal controls, including the migtins and reports needed for smooth financial
operations.”

As evidence, the comptroller cites an email fromry.&isher, HHSC deputy director of Financial
Operations, who on June 18, 2006, six months #ftetransition period ended, wrote that
“Accenture and Maximus have been implementing aaltid internal reviews and internal
controls related to variable IE (call center) aityiperformed since January.” The comptroller
notes that “such controls should have been in (flace the start. For example, Accenture has
not billed HHSC for adult Medicaid, food stampsdarANF eligibility transactions since
operations began, because the company has notdatethod to report these transactidhs.”

Accenture allows confidential information to be mae public

Section 11.01 requires the “CONTRACTOR and all suiticaactors, consultants, or agents under
this Agreement [to] maintain all HHSC Confidentialormation in strict confidence.”
Furthermore, Section 12.09(c)(3) states that “HHi®y terminate this Agreement without prior
notice if CONTRACTOR breaches confidentiality laorsfails to protect HHSC Confidential
Information.”

It appears that Accenture and its subcontractors hat maintained confidential client
information “in strict confidence.” A well-documestt incident last summer suggests that
negligence on the part of Accenture and/or a subactor caused client confidential information
to be made public. HHSC has defended Accenture@lisAacenture’s subcontractor’s actions in
this matter, but the defense is unconvincing.

In June, thédouston Chroniclen an article entitled, “Needy Texans Applicatidfexed into
Black Hole” reported that confidential client infoation needed to determine eligibility for
public assistance was mistakenly faxed to a medigaply warehouse in Seattle. According to
the Chronicle the Seattle warehouse received at least 144esktfaxes and perhaps more.

According to the article, the Seattle fax numbes wae of two fax numbers appearing on letters
advising applicants of the information that theyaed to submit in order to complete their
application for public assistance. The letter waist@n on letterhead of the Texas Access
Alliance, the consortium of businesses led by Atesenthat manages and operates the call
centers. The letter said that applicants couldli@xequired information to one of the numbers
shown on the letter.

TheChroniclereported that in early March 2006 employees ataeehouse of Take Care Store,
a Seattle health supply company, began receivifogriration from Texas. The information was
the same kind requested by the letters sent tocampé by the Texas Access Alliance. It included
Social Security numbers, paycheck stubs, bills,@hdr personal information. The warehouse
also received faxes inquiring as to why sendersitmdeen informed whether they were eligible
for food stamps.

“1 Texas Comptroller of Public Accounts. Accenturediig #21.
www.cpa.state.tx.usbmptrol/letters/accenture/ch21/html).
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HHSC in a response to an inquiry by USDA said tteat,audit of Texas Access Alliance
materials and messages that go to clients showsdhaaterials or messages include the wrong
fax numbers.” HHSC also said that an incorrectrfasnber appeared on an internal fax cover
sheet that a Texas Access Alliance worker sertteédepartment of Aging and Disabilit.

HHSC's conclusion was that “the documents receineskeattle were the result of random
misdials by our clients.”

It took about two months for Take Care Store emgésyto determine that the information sent to
their fax was coming from Texans who had appliedpiablic benefits. On May 9, Take Care
Store staff alerted Texas officials, who presumalbdyted call center management. However, no
action was taken to correct the problem.

HHSC's letter to USDA states that “every such régmicase is investigated as soon as it is
brought to our attention.”

But according to the Chronicle, “it wasn't until Weesday [May 31] — the day the Houston
Chronicle raised questions — that the agency angrivate contractor actively began checking
into and fixing the mistake®®

Accenture does not deliver on its commitment to pnade quality services
Section 14.03 establishes the level of workmanahipperformance expected of Accenture.

Section 14.03 (a) states that ‘CONTRACTOR represant warrants that all Services, including
but not limited to all Services performed in cortieat with the development and provision of
Deliverables, will be performed in a manner comsistvith the standards of quality in the
Agreement, including the Terms and Conditions,RR®, and the Proposal.”

In the Section 14.03 (b), the contract goes orayotsat CONTRACTOR represents and warrants
that all Services and Deliverables will meet oreedat the required levels of performance
specified in or pursuant to the Agreement, and melperformed and delivered in a manner that
will to the best of CONTRACTOR'S ability, supportH$C’s achievement of its Missions and
Objectives, as set forth in Section 2.02 of thisefggment.”

And finally in section 14.10 (c), the contract etathat “CONTRACTOR represents and warrants
that it will perform the services in a good and kvoan like manner, in accordance with best
practices of commercial entities engaged in govemtroperations of a similar type and high
professional standards used in well-managed opasaperforming services similar or
comparable to services described in this Agreerhent.

Accenture has failed to provide services in a maooasistent with the standards of quality in
the contract and has not met or exceeded the ezhjlgvels of performance. The call center
contract contains the 94 key performance requirésrtdat HHSC is required to use to determine
whether Accenture meets or exceeds required levgdsrformance. Of the 94 key performance
requirements, 31 are linked to Accenture’s callteeperformance. Of these 31, HHSC monitors

“2 etter from Albert Hawkins to Mel Pickrell, USDANS, SWRO Financial Management, Dallas, TX.
June 14, 2006.

*3Hughes, Polly Ross. Houston Chronicle. “Needy TiexApplications Faxed into ‘Black Hole'.” June 2,
2006.
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only eight. According to the comptroller, “all eigiave fallen below the performance
standards®

Using the key performance requirements alone tggusccenture’s performance understates
how poorly Accenture has performed. The comptrokgorts that HHSC relies on Accenture’s
self-reporting to judge whether the key performarezpiirements have been met. But according
to the comptroller, these reports “are riddled veittors.**

Furthermore, the comptroller finds that the keyf@@nance requirements measure only two of
the most common complaints about Accenture’s wokkaglphone waits and call abandonment
rates. The key performance measures don't measwatien Accenture gives out incorrect
information, gives callers contradictory or missinfprmation, loses applications, or drops
coverage without advance notite.

Hard data beyond the key performance requiremeaigllittle doubt that the quality of the
service provided by Accenture has not been “cossistith the standards of quality in the
Agreement” nor has it helped HHSC achieve its missiand objectives.

The decline in the number of children enrolledtates health insurance programs is largely due to
Accenture’s errors. Between December 2005 and B8iyetie2006, enroliment in CHIP and
children’s Medicaid dropped by 81,000. Most of tleeline was the result of the disenroliment of
children previously enrolled in coverage. Accordinghe comptroller, “when Accenture took
over the CHIP program, disenroliments due to mgsgiformation instantly became much more
significant than the voluntary disenrollment raté.”

Disenrollments increased by 26.9 percent after Atoce began processing CHIP applications.
The comptroller reports that “interviews and cop@sdence with HHSC clients and staff,
community organizations, legislators and advocaoygs confirmed these findings and the
inadequate and poorly trained Accenture staff enkmted the situatior’:®

As a result of legislative committee hearings aredlia reports, there is even more evidence to
show that Accenture’s poor workmanship caused #udéiree in enrollment. In July, Barbara Best,
executive director of the Children’s Defense Fumtkading advocate for families that rely on
CHIP and children’s Medicaid, testified before theuse Committee on Government Reform
that a common complaint among CHIP clients wasAltaenture is taking months to process
CHIP application$?

TheHouston Chronicldast summer reported specific examples of familtee endured long
waits for enrollment because of Accenture’s poorkn@nship. Derek and Elliot Henriquez, the
sons of Margot Henriquez of Sugar Land, waited temgbnths to get enrolled in CHIP. Derek
suffers from chronic asthma. Their enroliment wakaged because “four separate contractor
errors blocked the boys' application, delayingrtheilth coverage for month®.”

*4 Strayhorn, Carole Keetoffexas Comptroller of Public Accounts Accentuneditigs #7
www.cpa.state.tx.us/comptrol/letters/accenture/dnom.

%5 Strayhorn. Accenture Findings #2&ww.cpa.state.tx.us/comptrol/letters/accenture/dhda.
%% strayhorn. Accenture Findings #&/ww.cpa.state.tx.us/comptrol/letters/accenture/dtod
* Strayhorn. Accenture Findings #2@ww.cpa.state.tx.us/comptrol/letters/accenture/dftad.
“8 Strayhorn Accenture Findingsibid.

9 www.house. state.tx./committees/broadcasts.phpdseg9&committeeCode=285

0 Hughes, Polly Ross. “Panel Holds CHIP HearingsayotHouston ChronicleJuly 26, 2006.
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In the same article, thehroniclereported that Lorna Harvey of Missouri City and liriod Uhr
of Houston had difficulty enrolling the child andagdchild respectively in CHIP because of
Accenture errors.

In a letter to the comptroller requesting an inigggton of the Accenture contract, Sen. Eliot
Shapleigh relates the experiences with the Accerdall centers of one of his constituents. The
constituent learned that his daughter was no loageslled in CHIP when he tried to refill her
prescription. He contacted the Accenture call qetatéind out why and was told that he hadn’t
paid the enrollment fee.

The constituent had in fact paid the enrollmentdied had the canceled check to prove it. But
Accenture failed to correct the error. When heddlto the manager of the Midland call center,
the constituent was told his payment had beenveddate, which caused his daughter to lose
coverage.

But the endorsement date on the check showedtthatlibeen received and endorsed prior to the
due date on the renewal letter he received. Asritetd out, the renewal date on the letter was
incorrect. The correct due date was just two dftgs the date that the renewal letter was sent.

Sen. Shapleigh’s constituent was not alone. Theptmiter's report contains other letters sent to
CHIP and Medicaid applicants. They contain contitadyy dates by which clients are to provide
documentation needed to complete their applicatronne paragraph, the letter instructs the
applicant to return the requested documents by May006. In another paragraph, the letter
states that HHSC must receive all information retgek by April 4, 2006.

HOW THE CONTRACT COULD BE TERMINATED

There is ample evidence showing that Accenturefopmance warrants termination of the
contract. The next question to consider is howctir@gract can be terminated. The contract allows
HHSC to terminate the contract and establishesgplres for termination under the following
circumstances:

» The Legislature does not appropriate adequate f(Beltion 12.09(d)).

» HHSC determines that termination is in the besrggt of the State of Texas (Section
12.09(b)).

* For cause (Section 12.09(c)(1-7)).

* For noncompliance (Section 12.05(a)(5)).

* HHSC and Accenture mutually agree to the contraetiscellation (Section 12.09(a)).

The contract also contains language allowing fepsasion in full or in part (Section 12.08).

Non-appropriation or Reduction of Funds

Section 12.09(d) states that HHSC may terminatedm¢ract in whole or in part without prior
notice if the Legislature does not appropriateisigit funds for the project. Termination is
subject to the provisions in Sections 4.02 and2(®)1 HHSC will incur no additional cost or
penalty as long as it provides Accenture with rtocumenting the lack of funding.

Section 4.02(a) states that “this Agreement is esgly conditioned on the availability of state
and federal appropriated funds.” In the next sectib02(b)), the contact goes on to say that
Accenture will have no right of action against HHiB@inds for the project are suspended,
terminated, withdrawn, reduced, or not provided.
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Section 12.12(b)(1) states that if terminationaased by a lack of funding, HHSC and Accenture
will negotiate to establish a closeout budget Wildtinclude Accenture’s reasonable and
necessary costs incurred as the result of terroimafiinal payments to Accenture will be based
on this closeout budget and will also be subjeth&oavailability of funds.

Reasonable and necessary costs are defined astesmundepreciated or unamortized
equipment costs, undepreciated or unamortized aodtlicenses, early lease termination charges,
unamortized leasehold improvements, and other nedd® and necessary project-related costs
(Section 12.12(c)(1-5)).

Best Interests of the State

Section 12.09(b) states that HHSC may cancel theact in whole or in part if it finds that
doing so is in the best interest of the State ofafeHHSC must give at least six months written
notice. The only restriction is that, HHSC canintéate the contract during the first 12 months
of its term.

If termination is deemed to be in the best inteoéshe state, HHSC will pay Accenture for all
work completed and accepted and any uncompletek feokvhich both parties agree
substantially benefits HHSC (Section 12.12(a)(1)).

In addition, HHSC will negotiate with Accenturedstablish a closeout budget to establish
reasonable and necessary costs incurred as aoésaltly termination. See the section above for
a definition of reasonable and necessary coststi(el2.12(a)(1)).

If HHSC cancels a part of the contract, it mustaiedge a change order reflecting the partial
cancellation. After receiving written notice of tpartial cancellation, Accenture has 30 days to
provide HHSC with “a reasonable reassessment gbribang to HHSC that accounts for the
removal of the terminated component or portiorhef $ervices.” This reassessment will be used
to write the change order that will reflect Acceeta new responsibilities (Section 12.12(b)(2)).

Section 12.08(a)(3) allows HHSC to suspend allaot pf the contract if HHSC determines that
suspension is in the best interests of the Stalexds or any of its programs. To suspend any or
all of the contract, HHSC must notify Accentureniriting of its intention.

Accenture has the right to appeal the suspenkmhability will be reduced if it can show that
action or inaction by any of the following entitiesntributed to cause of the suspension: HHSC
employees or contractors, other health and humaitseagencies, another state or federal
agency that oversees, audits or monitors the atintwaa third party.

For Cause
Section 12.09(c)(1-7) allows HHSC to terminate ¢hatract in whole or in part for cause if
Accenture

 Becomes insolvent,

» Fails to adhere to laws and rules,

» Breaches confidentiality,

» Fails to maintain adequate personnel or resources,
* Receives or offers a bribe,

» Is the object of a judgment, or

e Commits a material breach of the contract.

HHSC may be forced to seek administrative remedi@dading termination if directed to do so
by “an authorized State or Federal oversight agérn(&ection 12.09(c)(4)(B)(iii).
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No prior notice is needed if Accenture becomesliesd, fails to adhere to laws and rules,
breaches confidentiality, receives or offers adyrilr is the object of a judgment.

Prior notice is required if Accenture fails to maim adequate personnel or resources or if it
commits a material breach of the contract. If ieation is the result Accenture’s failure to
maintain adequate staffing levels, it must be giaemance to “cure the deficiency”
(22.09(c)(4)(C)(ii).

If a material breach is the cause of terminatioeekture has the right to invoke the dispute
resolution process established in Section 12.1&.dispute resolution process may result in a
“cure period” that gives Accenture an agreed amotitime to correct the material breach. After
completion of the cure period, HHSC may terminagedontract if Accenture fails to correct the
breach. To do so, it must provide Accenture witbthar written notice to terminate (12.09(c)(7).

For Non-compliance (12.05(a)(5))

Section 12.05 establishes administrative remediesdncompliance with terms of the contract.
Termination is one of five administrative remedisted (Section 12.05(a)(5)). Noncompliance is
defined as an action that (1) violates a provigibthe contract, (2) fails to meet key performance
requirements, performance standards, or other dgneasures, or (3) represents a failure to
respond to a reasonable request by HHSC relatisgrioces contracted for in the agreement
(Section 12.05(b)(1-3).

The contract gives HHSC the authority to deterntimescope and severity of a remedy on a
case-by-case basis. In addition to termination HH&® seek liquidated damages, undertake
accelerated monitoring, require more reports, atide to renew the contract when it expires.
HHSC must give Accenture written notice before isipg an administrative remedy, including
termination. It may require the company to file @ti®n response to the notice (Section 12.05(a-

d)).

HHSC May Suspend the Contract
Section 12.08 establishes the conditions undermHidSC may suspend any or part of the
contract. HHSC may suspend any or all of the cohifat determines that Accenture

« Committed a material breach of the contract,
« Committed fraud, abuse, malfeasance, misfeasanoendéeasance, or
» Determines that suspension is in the best inteoddte State of Texas.

HHSC must notify Accenture in writing of its intéort to suspend the contract. Unless HHSC is
suspending the contract for convenience, the natiggt request a corrective action plan and
describe the actions that Accenture can take tadkie contemplated suspension (Section
12.08(b)).

By Mutual Agreement
The contract may also be terminated through a rhagraement of the parties. An agreement to
do so must be in writing (Section 12.09(a)).
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