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IN THE CIRCUIT COURT OF
MONTGOMERY COUNTY, ALABAMA

ALVIN HOLMES, as Chairman of the Contract
Review Permanent Legislative Oversight
Committee of the Alabama Legislature; and
THE CONTRACT REVIEW PERMANENT
LEGISLATIVE OVERSIGHT COMMITTEE
OF THE ALABAMA LEGISLATURE,

CIVIL ACTION NO.: CV-09
Plaintiffs,

V.

)
)
)
)
)
)
)
)
)
)
|
STATE OF ALABAMA DEPARTMENT OF )
FINANCE; BILL NEWTON, Acting Director )
of Finance; BOB RILEY, Governor of Alabama; )
PARAGON SOURCE, LLC; JANET )
LAUDERDALE; and THOMAS RABURN, )
)
)

Defendants.

PETITION FOR DECLARATORY JUDGMENT AND INJUNCTIVE RELIEF

INTRODUCTION

The Plaintiffs bring this civil action seeking a declaratory judgment pursuant to § 6-6-223
of the Code of Alabama and Rule 57 of Alabama Rules of Civil Procedure and injunctive relief
pursuant to 8§ 41-16-31 of the Code of Alabama to enjoin the Defendants from executing and
performing any obligations under the proposed Amendment to Contract Number 010-C8010008,
a Professional Services Agreement between the Alabama Department of Finance and Paragon
Source, LLC (hereinafter referred to as the “Subject Contract” or the “2009 Contract”) and
attached hereto as Exhibit 1) until such time as the Plaintiffs have had a reasonable and
meaningful opportunity to review and comment on the Subject Contract pursuant to their

statutory duty. Without injunctive relief, the Defendants may execute and begin to perform a



contract consisting of ONE HUNDRED PERCENT (100%) State funds that appears to violate
State law and which would thus be void as a matter of law. Plaintiff Alvin Holmes, and all other
Alabama taxpayers, will suffer immediate and irreparable injury, loss, or damage if injunctive
relief is not granted and the Subject Contract is approved by Governor Riley. Plaintiffs also seek
a declaratory judgment as to whether the Subject Contract violates Alabama law and is void as a

matter of law.

THE PARTIES

1. Plaintiff Alvin Holmes is an adult resident of Montgomery County, Alabama.
Alvin Holmes is a State Representative and the Chairman of the Contract Review Permanent
Legislative Oversight Committee of the Alabama Legislature. Alvin Holmes is an Alabama
taxpayer and has standing for this civil action pursuant to § 41-16-31 of the Code of Alabama.
Representative Holmes brings this civil action in his representative capacity as Chairman of the
Contract Review Permanent Legislative Oversight Committee, pursuant to 88 29-2-40, 29-2-41,
and 41-16-79 (Code of Alabama).

2. Plaintiff the Contract Review Permanent Legislative Oversight Committee
(hereinafter “the Committee™) is a permanent legislative committee of the Alabama Legislature
established by statute. The Committee has the statutory responsibility of reviewing contracts for
personal or professional services with private entities or individuals to be paid out of
appropriated funds. See 88 29-2-40, 29-2-41, and 41-16-79 (Code of Alabama). The Committee
IS headquartered at the Alabama State House, Room 625, 11 South Union Street, Montgomery,

Alabama.



3. Defendant the State of Alabama Department of Finance (hereinafter “the
Department” or the “Department of Finance”) is an executive and administrative department of
the State of Alabama. The Department is a necessary party pursuant to § 6-6-223 of the Code of
Alabama. The Department may be served at Alabama Department of Finance, Alabama State
Capitol, 600 Dexter Avenue - Suite N-105, Montgomery, Alabama 36130.

4, Defendant Bill Newton is the Acting Director of the State of Alabama Department
of Finance. Mr. Newton is the signatory on the Subject Contract on behalf of the Department.
Mr. Newton is a necessary party pursuant to § 6-6-223 of the Code of Alabama. Mr. Newton
may be served at Alabama Department of Finance, Alabama State Capitol, 600 Dexter Avenue -
Suite N-105, Montgomery, Alabama 36130.

5. Defendant Bob Riley is the duly elected Governor of the State of Alabama.
Governor Riley is a party to this civil action because the Subject Contract has been delivered to
him for approval and execution. Governor Riley is a necessary party pursuant to § 6-6-223 of the
Code of Alabama. Governor Riley may be served at the Office of the Governor, State Capitol,
600 Dexter Avenue, Montgomery, Alabama 36130.

6. Defendant Paragon Source, LLC (hereinafter “Paragon”) is a business entity
organized under the laws of the State of Virginia. Paragon is a necessary party pursuant to § 6-6-
223 of the Code of Alabama. Its principal place of business is located at 10611 Samaga Drive,
Oakton, Virginia 22124. Upon best information and belief, Thomas J. Raburn is the managing
and sole member of Paragon Source, LLC, however, Paragon has failed to provide a description
of the company and its members. Paragon’s registered agent for service of process in Alabama is
listed as Janet Lauderdale, who has been identified as the President of Paragon. However, Janet

Lauderdale does not reside or work at, or apparently have any current connection to, the address



on file with the Alabama Secretary of State, which is listed as 8368 Wexford Way, Montgomery,
Alabama 36117 (see Exhibit 4).

7. Upon best information and belief, Defendant Janet Lauderdale is an adult resident
of Virginia, residing at 10611 Samaga Drive, Oakton, Virginia 22124. Janet Lauderdale is the
President of Paragon Source, LLC and was the signatory on behalf of Paragon Source, LLC on
the contracts that form the basis of this Complaint. Janet Lauderdale also personally performed
work and was compensated individually through the contracts that form the basis of this
Complaint. Janet Lauderdale is a necessary party pursuant to § 6-6-223 of the Code of Alabama.
Janet Lauderdale does not reside at or have any apparent connection to the address on file with
the Alabama Secretary of State for the registered agent of Paragon Source, LLC. Janet
Lauderdale does jointly own real property in Montgomery County, Alabama with Thomas
Raburn, and upon best information and belief, resides at least part time at 1113 Old Breckenridge
Lane, Montgomery, Alabama 36117 (see Exhibit 5).

8. Upon best information and belief, Defendant Thomas Raburn is an adult resident
of Virginia, residing at 10611 Samaga Drive, Oakton, Virginia 22124. Thomas Raburn is the
Managing Member of Paragon Source, LLC and also personally performed some work and was
compensated individually through the contracts that form the basis of this Complaint. Thomas
Raburn is a necessary party pursuant to § 6-6-223 of the Code of Alabama. While a resident of
Virginia, Thomas Raburn does own jointly real property in Montgomery County, Alabama with
Janet Lauderdale located at 1113 Old Breckenridge Lane, Montgomery, Alabama 36117, which

he owns (see Exhibit 5).



STATEMENT OF FACTS

l. Chronology of Key Events Related to the Subject Contract

9. At some time prior to September 2009, on a date yet to be determined, Bill
Newton on behalf of the Department of Finance and Janet Lauderdale on behalf of Paragon
Source, LLC negotiated or otherwise reached an agreement on what has been described as a
second amendment to a contract identified as Contract Number 010-C8010008 (the “Subject
Contract” or “2009 Contract,” which is attached hereto as Exhibit 1). The stated
Contract/Amendment Total is TWELVE MILLION NINE HUNDRED THOUSAND
DOLLARS ($12,900,000.00) and was to be comprised of ONE HUNDRED PERCENT (100%)
State funds. The stated effective date of the Subject Contract was to be October 1, 2009 and the
ending date was to be September 30, 2012.

a. The stated “Summary of Contract Services to be Provided” under the 2009
Contract was “Advice and assistance with Business Process Reengineering efforts and
development of project plans and provide subject matter expertise to support SMART
Business Systems, an ERP project intended to encompass financial, procurement,
personnel, and payroll functions and in support to the State’s reporting requirements
under the American Recovery and Reinvestment Act of 2009 (ARRA)” (Exhibit 1 at p.
1).

b. The “original” contract, also referred to herein as the 2007 Contract,
between the Department of Finance and Paragon went into effect on October 1, 2007 and
was to terminate on September 30, 2009, with a stated value of $1,450,000.00 and
comprised of 100% State funds (the 2007 Contract is attached hereto as Exhibit 2). The

stated “Summary of Contracts Services to be Provided” under the 2007 contract was:



“Consulting, Documentation and Design related to Finance, HR and Procurement
projects” (Exhibit 2 at p. 1). The 2007 Contract was not competitively bid and the
Department of Finance did not issue a Request for Proposals for such a contract for
services, as is customary procedure for State contracts.

C. The 2007 Contract was “amended” in 2008, increasing the value of the
contract to FIVE MILLION NINE HUNDRED FIFTY-NINE THOUSAND DOLLARS
($5,959,000.00) and covering the same time frame as the “original” 2007 Contract (this
contract “amendment” is attached hereto as Exhibit 3 and is hereinafter referred to as the
“2008 Contract™). The stated “Summary of Contract Services to be Provided” under the
2008 Contract was: “Advice and assistance with Business Process Reengineering efforts
and development of strategies and a data-mart to support SMART Business Systems, an
ERP project intended to encompass financial, procurement, personnel, and payroll
functions” (Exhibit 3 at p. 1).

d. The 2007 Contract and the 2009 Contract each contain the following
provision: “Contractor has represented to Finance that its personnel have unique and
specialized knowledge of systems and processes of Finance and that by their knowledge,
training and experience, they are uniquely qualified to perform the Work” (see Exhibit 2
at p. 2, 8 3; and Exhibit 1 at p. 2, § 3A). The 2008 Contract contained a slightly different
worded version of the same provision: “Contractor has represented to Finance that its
personnel have unique and specialized knowledge of systems and business processes and
that by their knowledge, training and experience, they are uniquely qualified to perform
the Work” (see Exhibit 3 at p. 6, 8§ 3A). None of the contracts, nor any of the

documentation provided to the Committee, contain any documentation of exactly what



Paragon’s “unique and specialized knowledge” really was, and the Department of

Finance has not provided the Committee with any documentation of anything the

Department did to verify or confirm such “unique and specialized knowledge” so as to

justify the sole source determination and resulting no-bid contracts.

10.  On or about September 4, 2009, the Committee received the proposed contract
between Paragon Source, LLC and the Department of Finance, which was submitted to the
Committee for review as required by and pursuant to § 29-2-41 of the Code of Alabama. Said
contract purported to be an amendment to a contract identified as Contract Number 010-
C8010008. The stated Contract/Amendment Total is TWELVE MILLION NINE HUNDRED
THOUSAND DOLLARS ($12,900,000.00) and was to be comprised of ONE HUNDRED
PERCENT (100%) State funds.

11. On or about September 15, 2009, Chairman Holmes issued a memorandum to Bill
Newton requesting certain information from the Department of Finance about the 2007 and 2008
Contracts.

12.  On or about September 25, 2009, Bill Newton issued a written response to
Chairman Holmes September 15, 2009 request for information, stating specifically in part as
follows:

A. That no individual was paid under the Subject Contract;

B. The address of each individual paid under the Subject Contract is
information not available to the State;

C. That they have no record of the specific job assignments of each Paragon
sub-contractor or agent;

D. That the Department found absolutely no problems with the Subject
Contract or its negotiation.



13. On or about September 28, 2009, Chairman Holmes issued a memorandum to

Janet Lauderdale and Paragon Source, LLC requesting certain information from them regarding

the Subject Contract.

14. On or about October 7, 2009, counsel for Janet Lauderdale and Paragon

responded to Chairman Holmes request for information regarding the Subject Contract, stating

specifically in part as follows:

A.

“Because of her knowledge and the high quality of her work, the State
brought Ms. Lauderdale back to assist with the legislatively-mandated
conversion of paying State employees from biweekly arrears to semi-
monthly arrears” (Exhibit 6, at p. 1).

“We want to emphasize that the State of Alabama initiated discussions
regarding working again with Ms. Lauderdale, not vice versa” (Exhibit 6,
atp. 1).

“The requests seeks proprietary information” (Exhibit 6, at p. 2).

“The means and methods of performing the contract is entirely within the
discretion of Paragon” (Exhibit 6, at p. 2).

“Paragon does not have payroll information regarding most of the
individuals identified on Exhibit ‘A’ [a list of individuals who worked on
Paragon Source, LLC’s prior contract] because they are not employees of
Paragon. Paragon is the party responsible for the performance of the
contract and Paragon enters into agreements (subcontracts) with entities
... as well as a few individuals, to acquire highly qualified personnel to
provide specific, specialized support to comply with its agreement terms”
(Exhibit 6, at p. 3).

“The subcontractors are private entities or individuals and Paragon is not
privy to the agreement between the entity and individual performing work
on the contract. Paragon does not have and has not had a contract on any
of its Alabama agreements that either does not or did not relate directly to
work to be performed under the contract” (Exhibit 6, at p. 3).

! Each of the 2007, 2008, and 2009 Contracts contained the following provision: “Neither party may assign this
Agreement or delegate any duties hereunder without the prior written consent of the other party.” See Exhibit 2 at p.
4, § 12; Exhibit 3 at p. 8, § 12; and Exhibit 1 at p. 4, § 12. To date, no such documentation of written consent for
Paragon to delegate its duties under the contracts has been produced.



G. “Paragon considers the terms of its agreements with its subcontractors and
its employees, including compensation, to be proprietary” (Exhibit 6, at p.
3).

H. When asked to describe the nature of work performed by each individual
under the Contract, Paragon responded: “Paragon considers its means and
methods of performing its agreements with the State to be within its sole
discretion and proprietary” (Exhibit 6, at p. 3).

15.  On or about October 7, 2009, the Committee, unsatisfied with the responses to
Chairman Holmes’ requests for information to the Department of Finance and to Paragon,
issued a subpoena to Janet Lauderdale of Paragon Source, LLC commanding production of
certain information regarding Paragon’s performance under any contracts between Paragon
Source, LLC and the Department of Finance since September 2007 (see Exhibit 7, Subpoena to
Janet Lauderdale).

16.  On or about October 7, 2009, the Committee, unsatisfied with the responses to
Chairman Holmes’ requests for information to the Department of Finance and to Paragon, issued
a subpoena to Bill Newton, Acting Director the Department of Finance, commanding production
of certain information regarding Paragon’s performance under any contracts between Paragon
Source, LLC and the Department of Finance since September 2007 (see Exhibit 8, Subpoena to
the Department of Finance).

17. On or about October 9, 2009, the Department of Finance responded to the
subpoena stating specifically in part as follows:

A. The Department is “unable ... to provide the Committee with information
that the Finance Department simply does not possess regarding home

addresses” (Exhibit 9, at p. 1).

B. “[T]he Committee has requested documents that the Finance Department
does not have and never had” (Exhibit 9, at p. 1) (emphasis in original).



18. On or about October 14, 2009, Janet Lauderdale and Paragon Source, LLC,
through their attorney, responded to the subpoena, producing several thousand pages of
documents, most of which were non-responsive to the Committee’s subpoena. Paragon failed to

comply with the terms of the subpoena in multiple respects, including:

a. Failing to provide the full names of most of the individuals who had been paid
under the contracts since September 2007, instead providing only last names and
first initials;

b. Failing to provide the addresses of most of the individuals identified as having

been paid under the contracts since September 2007; and

C. Failing to provide a meaning and accurate description of the nature of the work
performed by each individual or subcontractor working under the contracts since
September 2007.

(See Exhibit 10).

19.  On or about October 19, 2009, Chairman Holmes delivered the Subject Contract
to Governor Riley and advised him of the Committee’s serious concerns with the Subject
Contract and the numerous unresolved issues related to it and the work performed to date by
Paragon under its contracts with the Department of Finance. Because of these serious concerns,

Chairman Holmes requested that Governor Riley not approve and sign the Subject Contract.

1. Other Significant Facts In Support of Injunctive Relief

A. Issues Related to Paragon Source, LLC

20. Since September 2007, the State of Alabama has paid Paragon FIVE MILLION
SIX HUNDRED SEVENTY-SIX THOUSAND EIGHT HUNDRED AND FIVE DOLLARS
($5,676,805.00) under one or more no-bid contracts with the Department of Finance.

21. Upon best information and belief, during the times relevant to its performance of

work under contracts with the Department of Finance and at the time of its proposal to perform

10



additional work under the Subject Contract, Paragon Source, LLC was a business entity
operating out of a residential address in Oakton, Virginia and employing no more than two (2)
employees. The contracted work was actually being performed or proposed to be performed by
other individual and entities with which Paragon subcontracted.

22. Despite a request from the Committee, Paragon has refused to produce copies of
the subcontracts that it has entered into with various individual and entities to perform the work
under its contracts with the Department of Finance.

23.  According to Alabama Secretary of State records, Paragon Source, LLC did not
qualify to do business in Alabama until April 13, 2006. However, Paragon was doing work and
soliciting additional work in Alabama prior to that time under a contract that began in 2005.
Therefore, Paragon Source, LLC was performing work in Alabama, for the Department of
Finance, at least one year prior to bothering to register with the Secretary of State to qualify to do
business in Alabama (see Exhibit 11, a June 21, 2005 memorandum regarding a contract with
Paragon Source, LLC in effect at that time). That is just one example of the blatant failures of
Paragon to respect and comply with the laws of Alabama as they relate to doing business in and
with the State of Alabama. That is also an example of the Department of Finance either failing to
ensure that Paragon was qualified to do business in Alabama or blatantly ignoring that fact that
Paragon was willfully failing to comply with the laws of the State of Alabama.

24. In response to the Committee’s request to Paragon for information regarding the
contract work, counsel for Paragon stated that “[w]e want to reemphasize that the State of
Alabama initiated discussions regarding working again with Ms. Lauderdale, not vice versa” (see

Exhibit 6 at p. 1). However, by letter dated April 28, 2006, and by email dated May 24, 2006,

11



Janet Lauderdale on behalf of Paragon Source, LLC clearly was proposing and soliciting

additional work from the State (see Exhibit 12) rather than the other way around.

B. Issues Related to Other Individuals and Entities Paid Through the Contract

25. In response to the Committee’s subpoena, the attorney for Janet Lauderdale and

Paragon Source, LLC identified the following individuals and entities as those individuals or

subcontractors paid by Paragon under the contract between the Department of Finance and

Paragon since September 2007, and provided the listed compensation amounts for that time

period? (see Exhibit 10):

(1)

)

Castleberry Consulting Group, LLC
433 Prosper Circle

Marietta, Georgia 30060

Amount: $668,367.50

a.

Castleberry Consulting Group, LLC is organized under the
laws of Georgia, and as of October 1, 2009, was not
registered or qualified to do business in Alabama.

It is unknown to the Plaintiffs at this time if Castleberry
Consulting Group, LLC has complied with any of the other
laws applicable to doing business in the State of Alabama
or in the City of Montgomery, where the contract work was
to be performed.

Janet Lauderdale
10611 Samaga Drive
Oakton, Virginia 22124
Amount: $596,780.00

a.

C.

Plaintiffs cannot determine if this amount stated includes
all compensation Janet Lauderdale received for that time
period for work on the Department of Finance contracts.
Defendants have not disclosed and Plaintiffs have not been
able to determine if Janet Lauderdale is a member of
Paragon Source, LLC with an ownership interest or if she is
just an officer/employee of Paragon Source, LLC with no
ownership interest.

If Janet Lauderdale does have an ownership interest in
Paragon Source, LLC, this raises additional questions as to

2 Plaintiffs are still reviewing and trying to verify and reconcile these figures, although it appears that Paragon failed
to provide all of the requested information for that time period.

12



©)

(4)

()

the total compensation that she has received as a result of
the Department of Finance contracts for the stated time
period.

Upon best information and belief, neither Paragon nor Janet
Lauderdale, at all relevant times, did not obtain or possess a
license to do business in the City of Montgomery,
Alabama, where the contract work was to be performed, in
violation of the laws of the City of Montgomery. It is
unknown to the Plaintiffs at this time if Janet Lauderdale
has complied with any of the other laws applicable to doing
business in the State of Alabama or in the City of
Montgomery, where the contract work was to be
performed.

Alcala Change Consulting
1902 Abbey Court
Alpharetta, Georgia 30004
Amount: $569,890.00

a.

Alcala Change Consulting is organized under the laws of
Georgia, and as of October 1, 2009, was not registered or
qualified to do business in Alabama.

It is unknown to the Plaintiffs at this time if Alcala Change
Consulting has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

Upspire Consulting, LLC
8422 Sea Ash Circle
Round Rock, Texas 78681
Amount: $516,070.00

a.

Upon best information and belief, Upspire Consulting, LLC
is organized under the laws of Texas, and as of October 1,
2009, was not registered or qualified to do business in
Alabama.

It is unknown to the Plaintiffs at this time if Upspire
Consulting, LLC has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

Value Enhanced Technology Services, Inc. (“VETS”)
Post Office Box 2319

Huntsville, Alabama 35802

Amount: $398,275.00

13



(6)

(")

Although this purports to be an Alabama-based business,
Plaintiffs have not been able to locate any record of this
business, under either its full name or its acronym, being
incorporated in Alabama or qualified to do business in
Alabama as of October 1, 2009, or where it is legally
domiciled, if anywhere.

It is unknown to the Plaintiffs at this time if Value
Enhanced Technology Services, Inc. has complied with any
of the other laws applicable to doing business in the State
of Alabama or in the City of Montgomery, where the
contract work was to be performed.

Interestingly and perhaps coincidently, Chairman and CEO
Phillip Williams formerly served as the Alabama Finance
Director from 1995-96, according to VETS’ website.

Concerus, LLC

1509 Bellaire Drive
Austin, Texas 78741
Amount: $389,056.45

a.

Upon best information and belief, Concerus, LLC is
organized under the laws of Texas, and as of October 1,
2009, was not registered or qualified to do business in
Alabama.

It is unknown to the Plaintiffs at this time if Concerus, LLC
has complied with any of the other laws applicable to doing
business in the State of Alabama or in the City of
Montgomery, where the contract work was to be
performed.

Peyton McCall, Inc.
7504 Alaska Avenue, NW
Washington, DC 20012
Amount: $382,245.00

a.

Upon best information and belief, Peyton McCall, Inc., as
of October 1, 2009, was not registered or qualified to do
business in Alabama, and also apparently is not registered
or qualified to do business in the District of Columbia,
where it is headquartered, either. It is unknown to Plaintiffs
what jurisdiction Peyton McCall, Inc. is actually domiciled
in.

It is unknown to the Plaintiffs at this time if Peyton McCall,
Inc. has complied with any of the other laws applicable to
doing business in the State of Alabama or in the City of
Montgomery, where the contract work was to be
performed.

14



(8)

©)

(10)

21° Capital Corp.

File 70163  [?77]

Los Angeles, California 90074-0163
Amount: $298,809.00

a.

Upon best information and belief, 21% Capital Corp. is
organized under the laws of California, has its principal
place of business in Malibu, California, and as of October
1, 2009, was not registered or qualified to do business in
Alabama.

It is unknown to the Plaintiffs at this time if 21% Capital
Corp., Inc. has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

According to its website, 21% Capital Corp. is a payroll
funding company, although the nature of the work it
allegedly performed under the 2007 and 2008 Contracts is
currently unknown to the Plaintiffs.

The address provided by Paragon does not appear to be an
actual address.

Pam Misrocchi

1030 Martin Ridge Road
Roswell, Georgia 30076
Amount: $248,640.00

a.

Upon best information and belief, Pam Misrocchi is a
resident of the State of Georgia, and it is unknown to the
Plaintiffs at this time if Pam Misrocchi was, at relevant
times, acting as an independent contractor of Paragon or of
any other entity.

The nature of the work performed by Pam Misrocchi is
unknown to Plaintiffs at this time and still needs to be
determined.

It is unknown to the Plaintiffs at this time if Pam Misrocchi
performed the work for which she was compensated on site
in Montgomery, Alabama, as called for in the 2007 and
2008 Contracts, or if she performed the work off-site from
her office or residence in Georgia.

It is unknown to the Plaintiffs at this time if Pam Misrocchi
has complied with all laws applicable to doing business in
the State of Alabama of in the City of Montgomery, where
the contract work was to be performed.

Thomas Nola
3804 Warehill Drive
Montgomery, Alabama 36109

15



(11)

(12)

Amount: $194,365.00

a.

Upon best information and belief, Thomas Nola is a
resident of the State of Alabama, and it is unknown to the
Plaintiffs at this time if Thomas Nola was, at relevant
times, acting as an independent contractor of Paragon or of
any other entity.

The nature of the work performed by Thomas Nola is
unknown to Plaintiffs at this time and still needs to be
determined.

It is unknown to the Plaintiffs at this time if Thomas Nola
has complied with all laws applicable to doing business in
the State of Alabama of in the City of Montgomery.

Slade Kennedy

340 Broken Lance Place
Alpharetta, Georgia 30022
Amount: $151,730.00

a.

This apparently is a Georgia-based entity although there are
2 entities with that name and it is unclear if they are
referring to: (1) Slade Kennedy Executive Search, LLC,
or (2) Slade Kennedy Construction, LLC, as both entities
are located at the same address and Jonathan Rucks is the
principal of both entities

As of October 1, 2009, neither of those entities was
registered or qualified to do business in Alabama, and
Slade Kennedy Executive Search, LLC currently has a
status of “Active/Noncompliance” with the Georgia
Secretary of State.

Despite being paid by Paragon through “Slade Kennedy,”
Jonathan Rucks also billed Paragon for work through
Alcala Change Consulting, although Rucks’ connection to
Alcala Change Consulting is unknown to Plaintiffs at this
time and still needs to be determined.

It is unknown to the Plaintiffs at this time if “Salde
Kennedy” has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

Lisa Rakes

Post Office Box 1897
Buford, Georgia 30515
Amount: $142,100.00

a.

Upon best information and belief, Lisa Rakes is a resident
of the State of Georgia, and it is unknown to the Plaintiffs
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(13)

(14)

(15)

at this time if Lisa Rakes was, at relevant times, acting as
an independent contractor of Paragon or of any other entity.
The nature of the work performed by Lisa Rakes is
unknown to Plaintiffs at this time and still needs to be
determined.

It is unknown to the Plaintiffs at this time if Lisa Rakes
performed the work for which she was compensated on site
in Montgomery, Alabama, as called for in the 2007 and
2008 Contracts, or if she performed the work off-site from
her office or residence in Georgia.

It is unknown to the Plaintiffs at this time if Lisa Rakes has
complied with all laws applicable to doing business in the
State of Alabama of in the City of Montgomery, where the
contract work was to be performed.

Cleary Consulting

3066 Zelda Road
Montgomery, Alabama 36106
Amount: $116,270.00

a.

Upon best information and belief, Cleary Consulting is an
unorganized business entity located in Montgomery,
Alabama.

It is unknown to the Plaintiffs at this time if Cleary
Consulting has complied with all laws applicable to doing
business in the State of Alabama or in the City of
Montgomery, where the contract work was to be performed

James W. Tucker, Jr.

6921 Cherry Creek Drive
Montgomery, Alabama 36117
Amount: $64,620.00

a.

Upon best information and belief, James W. Tucker, Jr. is a
resident of the State of Alabama, and it is unknown to the
Plaintiffs at this time if James W. Tucker, Jr. was, at
relevant times, acting as an independent contractor of
Paragon or of any other entity.

The nature of the work performed by James W. Tucker, Jr.
is unknown to Plaintiffs at this time and still needs to be
determined.

It is unknown to the Plaintiffs at this time if James W.
Tucker, Jr. has complied with all laws applicable to doing
business in the State of Alabama of in the City of
Montgomery, where the contract work was to be
performed.

Sandra M. Porter
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(16)

(17)

4313 Balboa Road
Montgomery, Alabama 36109
Amount: $54,976.25

a.

Upon best information and belief, Sandra M. Porter is a
resident of the State of Alabama, and it is unknown to the
Plaintiffs at this time if Sandra M. Porter was, at relevant
times, acting as an independent contractor of Paragon or of
any other entity.

The nature of the work performed by Sandra M. Porter is
unknown to Plaintiffs at this time and still needs to be
determined.

It is unknown to the Plaintiffs at this time if Sandra M.
Porter has complied with all laws applicable to doing
business in the State of Alabama of in the City of
Montgomery, where the contract work was to be
performed.

Auburn University Montgomery
Contracts & Grants Accounting
Post Office Box 244023
Montgomery, Alabama 36124-4023
Amount: $53,712.50

a.

Plaintiffs have been unable to determine what this payment
was for or which contract it related to, as Paragon
contracted with AUM for work performed in 2005 and
2006.

For reasons that are unknown to the Plaintiffs at this time,
Jonathan B. Moore, one of two principals who own Moore
Consulting, LLC, was paid for contract work through
Auburn University Montgomery in additional to being paid
through Moore Consulting, LLC.

Periscope Holdings, Inc.

211 East 7" Street, Suite 1100
Austin, Texas 78701
Amount: $46,725.00

a.

Upon best information and belief, Periscope Holdings, Inc.
is organized under the laws of Texas, and as of October 1,
2009, was not registered or qualified to do business in
Alabama.

It is unknown to the Plaintiffs at this time if Periscope
Holdings, Inc. has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.
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(18)

(19)

(20)

Thomas Raburn
10611 Samaga Drive
Oakton, Virginia 22124
Amount: $20,960.00

a.

Upon best information and belief, Thomas Raburn is the
managing, or possibly sole, member of Paragon Source,
LLC.

Upon best information and belief, Thomas Raburn is
currently or formerly married to Janet Lauderdale.

The address provided for Thomas Raburn is the same
residential address in Virginia used by Paragon Source,
LLC as its principal place of business and also used by
Janet Lauderdale as her residential address.

It is unknown to the Plaintiffs at this time if Thomas
Raburn has complied with all laws applicable to doing
business in the State of Alabama of in the City of
Montgomery, where the contract work was to be
performed.

Elite Consultants of Texas, Inc.
10223 Broadway, Suite P246
Pearland, Texas 77584

Amount: $10,440.00

a.

Upon best information and belief, Elite Consultants of
Texas, Inc. is organized under the laws of Texas, and as of
October 1, 2009, was not registered or qualified to do
business in Alabama.

It is unknown to the Plaintiffs at this time if Elite
Consultants of Texas, Inc. has complied with any of the
other laws applicable to doing business in the State of
Alabama or in the City of Montgomery, where the contract
work was to be performed.

Jennifer Varley

1039 N. Winnetka Avenue
Dallas, Texas 75208
Amount: $7,125.00

a.

Upon best information and belief, Jennifer Varley is a
resident of the State of Texas, and it is unknown to the
Plaintiffs at this time if Jennifer Varley was, at relevant
times, acting as an independent contractor of Paragon or of
any other entity.

The nature of the work performed by Jennifer Varley is
unknown to Plaintiffs at this time and still needs to be
determined.
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(21)

(22)

It is unknown to the Plaintiffs at this time whether Jennifer
Varley performed the contract work on site in
Montgomery, Alabama, as provided for in the contract, or
if she performed the work from her office or residence in
Texas.

It is unknown to the Plaintiffs at this time if Jennifer Varley
has complied with all laws applicable to doing business in
the State of Alabama of in the City of Montgomery, where
the contract work was to be performed.

Elaine C. Berry, Inc.

100 Bannister Lane

Ball Ground, Georgia 30107
Amount: $5,843.75

a.

Elaine C. Berry, Inc. is organized under the laws of
Georgia, and as of October 1, 2009, was not registered or
qualified to do business in Alabama.

It is unknown to the Plaintiffs at this time if Elaine C.
Berry, Inc. has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

Moore Consulting, LLC
2361 Promenade Boulevard #4
Montgomery, Alabama 36106
Amount: $3,600.00

a.

Moore Consulting, LLC is organized under the laws of
Alabama, having been formed only on July 29, 2009 for the
stated purpose to provide “private government consulting
services.”

It is unknown to Plaintiffs at this time whether the work
performed by Moore Consulting, LLC was done after the
entity came into legal existence or prior to that time, as the
compensation information provided is for the time period
of September 2007 through September 2009, and Moore
Consulting, LLC was only in legal existence for the last
two months of that time period.

It is unknown to the Plaintiffs at this time if Moore
Consulting, LLC has complied with any of the other laws
applicable to doing business in the State of Alabama or in
the City of Montgomery, where the contract work was to be
performed.

For reasons that are unknown to the Plaintiffs at this time,
Jonathan B. Moore, one of two principals who own Moore
Consulting, LLC, was paid for contract work through
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Moore Consulting, LLC and Auburn University
Montgomery, and the nature of his relationship to Auburn
University Montgomery is also unknown to the Plaintiffs at
this time.

COUNT I - DECLARATORY JUDGMENT AND INJUNCTIVE RELIEF

26.  The Plaintiffs incorporate by reference all of the allegations of preceding
paragraphs of this complaint as if the same were set out fully herein.

27. The Plaintiffs bring this action seeking 1) a declaratory judgment that the Subject
Contract violates Alabama law and is void as matter of law, 2) preliminary injunctive relief while
the Plaintiffs continue to review and investigate the Subject Contract and related documents, and
3) permanent injunctive relief if this Honorable Court finds that the Subject Contract violates
applicable Alabama law and is therefore void as a matter of law. Plaintiff Alvin Holmes, and all
other Alabama taxpayers, will suffer immediate and irreparable injury, loss, or damage if
injunctive relief is not granted and the Subject Contract is approved by Governor Riley.

l. The Plaintiffs Have Not Had A Meaningful Opportunity to Properly Review and
Comment On The Subject Contract and the Documentation Produced to the
Committee Raises More Questions than Answers
28.  The Plaintiffs have requested certain information from the Department of Finance

and Paragon so that the Committee can accurately and faithfully perform its statutorily defined

duty to review and comment on the Subject Contract. See 8§ 29-2-41 and 41-16-79 of the Code
of Alabama. The information produced to date by the Department of Finance and Paragon has
raised more questions than answers. Additionally, necessary information has been withheld from
the Committee. For example, Paragon refuses to produce any of the subcontracts it has entered

into with individuals and entities to perform the work under the Subject Contract or the original

contract (2007 Contract) or first amendment to the original contract (2008 Contract). According
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to counsel for Paragon, “Paragon considers the terms of its agreements with its subcontractors
and its employees, including compensation, to be proprietary” (see Exhibit 6).

29. Based on the information provided to the Committee to date, Paragon’s role
appears to be more accurately characterized as a broker rather than a professional service
provider, since Paragon did not perform, and apparently did not, and does not, have the capacity
to perform?® the contracted for services within its own organization. Rather, Paragon brokers and
farms out the contracted-for work to a variety of subcontractors. Very little information is known
or available about of the subcontractors except that many of them were not qualified to do
business in Alabama. The Subject Contract and the prior contracts awarded to Paragon since
2007 clearly state that “[n]either party may assign this Agreement or delegate any duties
hereunder without the prior written consent of the other party” (see Exhibit 1 at p. 4, { 12).
Neither the Department of Finance nor Paragon has provided the Committee with any
documentation of such prior written consent for Paragon to delegate its duties to the various
individuals and entities to which it subcontracted the work.

30.  The 2007, 2008, and 2009 Contracts are in marked contrast to earlier contracts
that Paragon had with the State of Alabama. For example, the 2005* “Professional Services
Agreement” between Paragon Source, LLC and the Information Services Division (ISD) of the
Department of Finance of the State of Alabama contains the following two clause that are not
contained in any of the 2007, 2008, or 2009 Contracts: 1) “ISD understands and agrees that
Paragon may subcontract with third parties to perform some of the services” (Exhibit 13, at

83.2); and 2) “Paragon may subcontract portions of work to be performed by it under the

® The information available to the Plaintiffs indicates that Paragon Source, LLC actually only has or had at relevant
times no more than two (2) employees, including Janet Lauderdale.

* The 2005 contract between Paragon Source, LLC and the Department of Finance was executed and performed
prior to Paragon Source, LLC qualifying to do business in Alabama on April 13, 2006.
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Contract provided that the subcontractors acknowledge and agree in writing to perform such
services consistent with any applicable terms of this Agreement” ((Exhibit 13, at § 6.2). The
2007, 2008, and 2009 Contracts do not contain either of those, or similar, clauses permitting
subcontracting.

31.  The information provided to the Committee clearly demonstrates that the work
“performed” by Paragon under its contract(s) with the Department of Finance since September
2007 was actually performed by various individuals and entities that:

a. did not bother to qualify to conduct business in Alabama®;

b. did not obtain licenses to conduct business within the municipal limits of
the City of Montgomery, Alabama despite the fact that the contracts
stipulated that the work was to be performed there;

C. upon best information and belief, have not complied with applicable tax
laws of the State of Alabama;

d. performed work that Paragon billed the State under one or more of at least
forty-four (44) different job classifications with varying compensation
rates, none of which are defined anywhere is the subject or prior contracts
or supporting documentation;

1) The 2007 Contract had only seven (7) different job classifications
with varying compensation rates, none of which are defined
anywhere in the contract or supporting documentation (Exhibit 2 at

p.14),

SAccording to the documentation provided to the Committee, since September 2007, Paragon Source, LLC has
received $5,676,805.00 from the State of Alabama for its “professional services” and paid out $3,437,451.60 to
entities it subcontracted with that were not registered or qualified to do business in Alabama at the time the work
was allegedly performed.
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(2) The 2008 Contract increased to eighteen (18) different job
classifications with varying compensation rates, again, none of
which are defined anywhere in the contract or supporting
documentation (Exhibit 3 at pp.16-17), and

e. failed to accurately and meaningfully document the work that was
performed.

32.  The Plaintiffs have serious concerns regarding the apparent failures of Paragon
and the individuals and entities that it subcontracted with to comply with various requirements of
Alabama law, despite the fact that Alabama law clearly requires that “[a]ll persons or business
entities doing business with the State of Alabama are presumed to understand all laws and
regulations governing the purchase of goods and services by the State of Alabama.” § 41-16-
77(b). The numerous instances where Paragon and the individuals and entities with which it
subcontracted with have failed to understand and comply with all applicable laws and regulations
which apply to the work performed under contracts with the Department of Finance to date is a
very serious issue that the Committee needs to look into further before the Subject Contract goes
into effect.

33. At least FIVE MILLION SIX HUNDRED SEVENTY-SIX THOUSAND EIGHT
HUNDRED AND FIVE DOLLARS ($5,676,805.00) of State funds have already been paid out
to Paragon since September 2007 for work allegedly performed under no-bid contracts. The vast
majority of that work was apparently performed not by Paragon, but rather by other individuals
and entities under a series of secret, no-bid contracts between Paragon and those entities Because
sufficient information regarding the Subject Contract and its appurtenant subcontracts has not

been made available to the Committee, the Plaintiffs have numerous unresolved issues with the
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Subject Contract that need to be addressed before the State commits to paying TWELVE
MILLION NINE HUNDRED THOUSAND DOLLARS ($12,900,000.00) of State funds under

the latest no-bid contract between the Department of Finance and Paragon.

1. There Are Serious Public Policy Issues And Concerns With Respect To The Subject
Contract That Need To Be Resolved If And Before The Subject Contract Is
Finalized

A. Upon best information and belief, the subject contact violates Alabama’s
Competitive Bid Law and is Void as a matter of law.

34. Section 41-16-20 of the Code of Alabama requires that “all contracts of
whatever nature for labor, services, work, or for the purchase or lease of materials, equipment,
supplies, other personal property or other nonprofessional services, involving seven thousand
five hundred dollars ($7,500) or more, made by or on behalf of any state department, board,
bureau, commission, committee, institution, corporation, authority, or office shall, except as
otherwise provided in this article, be let by free and open competitive bidding, on sealed
bids, to the lowest responsible bidder” (emphasis added). If this contract was entered into in
violation of Alabama’s Competitive Bid Law, the contract is void as a matter of law. See § 41-
16-21(c) (“Contracts entered into in violation of this article shall be void”) and § 41-14-77(b)
(“Any contract entered into in violation of the provisions of this article shall be void”).

35. The Subject Contract purports to be a contract for professional services.

Section 41-16-77 of the Code of Alabama provides that:

(3) Professional services of architects, landscape architects,
engineers, land surveyors, geoscience, and other similar professionals
shall be procured in accordance with competitive, qualification-based
selection policies and procedures. Selection shall be based on factors
to be developed by the procuring state entity which may include,
among others, the following:
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a. Specialized expertise, capabilities, and technical competence, as
demonstrated by the proposed approach and methodology to meet project
requirements.

b. Resources available to perform the work, including any
specialized services within the specified time limits for the project.

c. Record of past performance, quality of work, ability to meet
schedules, cost control, and contract administration.

d. Availability to and familiarity with the project locale.
e. Proposed project management techniques.
f. Ability and proven history in handling special project contracts.

(emphasis added). The Plaintiffs are not satisfied that the Defendants have complied with
or even considered the requirements of § 41-16-77 in awarding the latest no-bid contract
to Paragon, or that the Defendants complied with or even considered the requirements of
8 41-16-77 when awarding the earlier non-bid contracts to Paragon and its secret
subcontractors.
36. It is undisputed that the Subject Contract was not competitively bid. Bill
Newton and the Department of Finance have advised the Plaintiffs that “Paragon Source, LLC is
a sole source provider and thus bidding was not required.” (See the “Governor’s Additional
Contract Questions Form,” Exhibit 1 at p.16). “Sole source” is defined as “[t]he provision of
goods or a service where only one person or business entity can provide the required goods or
service” 8§ 41-16-71(3). Alabama law regarding a sole-source contract provides that:
State entities seeking to purchase goods or services from a sole
source vendor may do so only upon the approval of the
Department of Finance, through the Division of Purchasing, unless
the purchasing state entity is authorized by law to conduct its own
purchasing activities. Approval for sole source purchases shall be
given only if the purchasing state entity establishes that no other
goods or service can meet its needs and that no other vendor offers
substantially equivalent goods or service that can accomplish the

purpose for which the goods or service is required. The Director of
Finance may require information from either the purchasing entity
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or the vendor seeking to be declared a sole source that is deemed
necessary to meet the requirements of this provision.

8 41-16-75 of the Code of Alabama. According to Bill Newton, “[t]he Smart Business

Systems Steering Committee originally determined that Paragon Source, LLC is a sole

source provider and thus bidding the contract was not required” (See Exhibit 1 at p.16, |

1) and/or “[t]he original sole source determination was made by Robert L. Childree, then

State Comptroller based on Paragon’s experience with the State and his knowledge of the

expertise possessed by Paragon’s consultants, this is an extension of that first agreement.”

(See Exhibit 1 at p.16, | 2). Thus, Bill Newton and the Department of Finance, in the

same document, gave two different answers as to who made the sole-source

determination regarding Paragon.

37. It is important to note that the Defendants have failed to provide the Plaintiffs
with any documentation of how either (or both) the Smart Business Systems Steering Committee
or Robert L. Childree made the sole-source determination and what factors were considered, if
any. While “[t]he Director of Finance may require information from either the purchasing entity
or the vendor seeking to be declared a sole source that is deemed necessary to meet the
requirements of this provision,” (8 41-16-75), the Defendants have not produced any
documentation that Bill Newton, as acting Director of Finance, required any information from
either the purchasing entity, the Department of Finance, or the vendor, Paragon, necessary to
satisfy the requirements of making the sole-source determination.

38. It is also important to note that the Subject Contract, which purports to be a
second amendment to a contract between the Department of Finance and Paragon, appears to
actually be a contract for new or additional and different services, and nothing more than a way

for the Defendants to circumvent the competitive bid law for at least the third time during the
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contractual relationship between the Department of Finance and Paragon. The Defendants
produced no documentation to the Plaintiffs that a credible and proper sole source determination
was made or even considered for the new or additional and different services described in the
2008 and 2009 Contracts.

39.  According to the description of the work to be performed under the Subject
Contract (the second “amendment”), “Paragon is prepared to offer assistance in several areas of
the FRMS Upgrade project during Fiscal Year 2010.... The exact tasks will be agreed upon
jointly by the State and Paragon during the FRMS Upgrade project” (see Exhibit 1 at p. 5). If the
tasks to be performed under the second contract amendment were to be “agreed upon jointly by
the State and Paragon during the FRMS Upgrade project” (emphasis added) rather than before
the contract was entered into, it is illogical that the Defendants or anyone else could make the
determination that Paragon was the only “business entity [that could] provide the required goods
or service” (see 8 41-16-71(3)) prior to defining what specific service(s) Paragon was offering to
perform under the contract. Rather, the Defendants are trying to commit to paying Paragon an
additional $12.9 million dollars of tax payers’ money for work that is not even defined, that may
not be necessary, that may be for a service that another contractor could provide, that Paragon is
incapable of providing within its own organization, and that Paragon intends to farm out to
various and questionable individuals and entities through a series of secret no-bid subcontracts
that Paragon refuses to provide to the Committee.

B. The Subject Contract is in clear conflict with the legislative intent behind

Alabama’s Competitive Bid Law.
40.  Alabama law is clear on the legislative intent behind the State’s competitive bid

law. “The Legislature finds and declares that the best interests of the taxpayers of Alabama
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are served when competition exists in the procurement of goods and services by state
departments, boards, commissions, authorities, and instrumentalities of state government.
Competitive bid requirements ensure that all citizens have the opportunity to compete for
government procurements and it is imperative that officials charged with expending public
funds conduct competitive processes which are open to all interested and qualified persons
and businesses. In order to ensure fair and open competition in the procurement of goods and
services, this article shall be liberally construed.” § 41-16-70 of the Code of Alabama (emphasis
added).

41, It is undisputable that the Subject Contract, as well as the 2007 and 2008
Contracts, were not the result of any competitive process and none of those contracts were open
to any other potential interested and qualified persons or businesses. Therefore, the Subject
Contract is contrary to Alabama public policy, and the Plaintiffs are not satisfied that the Subject
Contract is in the best interests of the taxpayers of Alabama. The evidence produced to the
Committee supports a conclusion that the 2007, 2008, and 2009 Contracts were all entered into

in violation of Alabama’s Competitive Bid Laws and are void as a matter of law.

PRAYER FOR RELIEF

WHEREFORE, PREMISES CONSIDERED, the Plaintiff respectfully demands that
this Honorable Court issue an order that provides the following relief:

A. Preliminarily enjoining the Defendants from executing and performing any
obligations under the Subject Contract, the proposed Amendment to Contract Number 010-
C8010008, until such time as the Plaintiffs have had a reasonable and meaningful opportunity to

thoroughly review and comment on the Subject Contract pursuant to their statutory duty.
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B. After the Plaintiffs have had a reasonable and meaningful opportunity to
thoroughly review and comment on the Subject Contract pursuant to their statutory duty,
Plaintiffs request that this Honorable Court designate a time and date for a hearing for the
purposes of declaring the Subject Contract in violation of Alabama’s Competitive Bid Law and
thus void as a matter of law, and permanently enjoining the Defendants from executing and
performing any obligations under the Subject Contract.

C. Granting the Plaintiff such other and further relief that is just and appropriate
under the circumstances.

Respectfully submitted,

/s/ Tyrone C. M Means
TYRONE C. MEANS (MEAO003)
H. LEWIS GILLIS (GIL011)
CHRISTOPHER S. GENEREUX (GENO0Q9)
ROSLYN CREWS (CRE013)

GERALD C. BROOKS (BR0O212)
Attorneys for the Plaintiffs

OF COUNSEL.:

Tyrone C. Means, Esg. [tcmeans@tmgslaw.com]
H. Lewis Gillis, Esq. [hlgillis@tmgslaw.com]
Gerald C. Brooks, Esq. [gcbrooks@tmgslaw.com]
THOMAS, MEANS, GILLIS & SEAY, P.C.
3121 Zelda Court

Post Office Drawer 5058

Montgomery, Alabama 36103-5058

Phone: (334) 270-1033 / Facsimile: (334) 260-9396

Christopher S. Genereux, Esg. [csgenereux@tmgslaw.com]
Roslyn Crews, Esq. [rccrews@tmgslaw.com]

THOMAS, MEANS, GILLIS & SEAY, P.C.

505 20" Street North, Suite 400

Post Office Box 11365

Birmingham, Alabama 35202-1365

Phone: (205) 328-7915 / Facsimile: (205) 214-6160
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=% ELECTRONICALLY FILED
10/29/2009 10:25 AM
CV-2009-901275.00
CIRCUIT COURT OF
MONTGOMERY COUNTY, ALABAMA
MELISSA RITTENOUR, CLERK

EXHIBIT 1



Contract Review Permanent Legislative Oversight Comanittee / Ve / //
Alabama State House
Montgomery, Alabama 36130
CONTRACTREVIEWREPQRT
(Separate review report required for each contract)

Name of State Agency: Department of Finance
Name of Contractor;  PARAGON SOURCE, LLC

Vit
10611 Samaga Drive Qakton zzﬂl%;?la
Contractor’s Physical Street Address (No P.O. Box) City ST

Is Contractor Registered with Alabama Secretary of State to do Business as a Corporation in Alabama?
YES X NO If Yes, in what State is Contractor Incorporated?  Paragon Source is a Limited
Liability Company in Virginia
Is Act 2001-955 Disclosure Form Included with this Contract? YES X NO

Was a Lobbyist/Consultant Used to Secure this Contract? YES NO X

H Yes, Give Name:

Contract Number:  010-C8010008
Confract/Amendment Total: §  $12,900,000.00 (estimate if necessary)
% State Funds: 100 % Federal Funds: % Other Funds: w*

**Please Specify Source of Other Funds (Fees, Grants, etc.)
Date Contract Effective;  10/01/2007 Date Contract Ends:  09/30/2012

Type Contract: NEW: RENEWAL: AMENDMENT: X
If Renewal, was it originally Bid? Yes No

If AMENDMENT, Complete A through C:

[A] Original contract total $ 1,450,000.00

[B] Amended total prior to this amendment A ] 5,950,000.00

[C] Amended total after this amendment I T 12,900,000.00
Was Contract Secured throngh Bid Process? YES ~ NO _X Was lowest bid accepted? YES _~ NO
Was Contract Secured through RFP Process? YES ~ NO X Date RFP was awarded:

Summary of Contract Services to be Provided: Advice and assistance with Business Process Reengineering efforts

and development of project plans and provide subiect matter expertise to support SMART Business Systems, an

ERP project intended to encompass financial, procurement, personnel, and payroll functions and in support to the

State’s reporting requirements under the American Recovery and Reinvestment Act of 2009 (ARRA).

Why Contract Necessary AND why this service cannot be performed by merit employee: -Paragon has historical
and current knowledge of the State, its processes, the FRMS software applications and the State’s reporting
capabilities. Paragon also has knowledge of the specialized reporting requirements of the ARRA. Merit employees
of the State will not typically have had the opportunity to work on complex projects of this type and scope.

A
I certify 17{ %vﬁ%js correct. W

{Signature of Agtncy'Head Signature of Contractor
/g/// /{/é?v?zj,!/ J—;{r\ef Z—ﬁu‘jer&a’\
""" Printed Name ! Printed Name

Agency Contact: 52%; Lg;zﬂ/ Phone & 3. ¢4 1.2

Revised 12/17/07




SECOND AMENDMENT TO PROFESSIONAL SERVICES AGREEMENT
between the
ALABAMA DEPARTMENT OF FINANCE
and
Paragon Source, LLC

THIS SECOND AMENDMENT TO PROFESSIONAL SERVICES AGREEMENT is entered
into between the Alabama Department of Finance (hereinafter “Finance”) and Paragon Source, LLC
(hereinafter “Contractor”) whose address is 10611 Samaga Drive, Oakton, Virginia 22124,

NOW, THEREFORE, the parties hereto mutually agree as follows:

1. Scope of Services. The Contractor shall perform the work set out in Amended Exhibit A,
attached hereto and incorporated herein by reference (the “Work™).

2. Compensation. Finance agrees to pay the Contractor a total fee not exceeding $12,900,000.00
(Twelve Million Nine Hundred Thousand and 00/100 dollars) for all professional services provided under
this Agreement which includes the professional services agreement dated August 27, 2007, amended
professional services agreement dated June 26, 2008 and this second amendment professional services
agreement dated as of October 1, 2009. Payment for said services shall be billed at the hourly rates set
out in Amended Exhibit A at Section II1.

It is further agreed that the terms and commitments contained herein shall not constitute a debt of
the State of Alabama in violation of Section 213 of the Constitution of Alabama of 1901, as amended by
Amendment No. 26. Tt is further agreed that if any provision of this Agreement shall contravene any
statute or Constitutional provision, either now in effect or which may be enacted during the course of this
Agreement, then the conflicting provision of the Agreement shall be deemed null and void. The
Contractor’s sole remedy for any claim or dispute arising under this Agreement is to file a claim with the
State Board of Adjustment. During the pendency of a Board of Adjustment claim, the parties may
compromise and settle the underlying dispute through appropriate forms of non-binding alternative
dispute resolution including, but not limited to, mediation by and through the Attorney General’s Office
of Administrative Hearings, or, where appropriate, private mediators. Any settlement of a pending Board
of Adjustment claim is subject to the approval of the Board of Adjustment before said settlement is
deemed final. PLEASE NOTE: If, during the term of this agreement, the State Legislature should fail to
appropriate sufficient funds to meet the terms of the agreement, Finance may, in its discretion, either
reduce the compensation due in the agreement in the same proportion as the reduction in the appropriation
or, Finance may cancel the agreement entirely. Finance will provide written notice to the Contractor of
any change to the agreement necessitated by insufficient appropriation of funds.

3. Performanece of Services.

A Contractor has represented to Finance that its personnel have unique and
specialized knowledge of the systems and processes of Finance and that by their knowledge,
training and experience, they are uniquely qualified to perform the Work.

B. Contractor’s personnel assigned to perform the Work shall have prior experience
sufficient to perform the assigned tasks. '
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C. The Work shall be completed efficiently, expeditiously, and in a professional
manner to the safisfaction of Finance. If, during the term of this agreement, the Contractor fails to
fulfill the scope of work, as set out in Exhibit A, to the satisfaction of Finance, the Director of
Finance may terminate this agreement upon written notice to the Contractor.

4. Changes. Finance, acting through the Director of Finance, may, from time to time, require
changes in the scope of work the Contractor has agreed to perform. Such changes, if mutually agreed
upon by Finance and Contractor, shall be incorporated in this Agreement by written amendment signed by
both parties, and, if necessary, an equitable adjustment will be made to the compensation to be paid
hereunder and the schedule for the provision of services.

5. Independent Contractor. The Contractor agrees and acknowledges that it is an independent
contractor and, as such, is responsible for any and all tax liabilities, which may arise as a result of its
employment under this Agreement. This-Agreement does not create an employer-employee relationship
between Finance and any personnel employed by the Contractor and its employees are not entitled to any
benefit or compensation provided to employees of the State of Alabama. The Contractor’s tax
identification number is 30-0284451.

6. Reports. The Contractor agrees to provide any reports, written or oral, that may be reasonably
requested by Finance that pertain to the performance of the services the Contractor provides hereunder.

7. Term of Agreement. This extended term shall commence on October 1, 2009 and shall
terminate not later than midnight on September 30, 2012 unless otherwise extended by mutual agreement
of the parties or otherwise terminated as provided for herein or by operation of law.

8. Intellectual Property Rights. All materials developed under the terms of this Agreement
inciuding, but not limited to, reports, brochures, pamphlets, audio or video recordings and press releases,
but excluding the Contractor’s work papers, shall become the property of the State of Alabama and shall
not be used by the Contractor for any purposes other than those contemplated by this Agreement without
the written consent of Finance, which shall not be unreasonably withheld. Notwithstanding anything in
this Agreement to the contrary, the Contractor shall retain sole and exclusive ownership of and all right,
title and mterest to, without limitation, its know-how, concepts, techniques, methodologies, ideas and
trade secrets that existed prior to this Agreement.

9. Governing Law. The constitution and laws of the State of Alabama shall govern this
Agreement.

10. Termination. In addition to the termination provision of Section 3, either party may
terminate this Agreement by providing thirty (30) days written notice to the other party. Inthe event
of termination under this provision, Finance shall pay the Contractor for all services rendered and
expenses incuired through the effective date of the termination.

11. Transmission of Documents and Information. During the course of performance of the
Work hereunder, the parties may need to electronically transmit confidential information to each other and
to outside specialists or other entities engaged by either Confractor or Finance. E-mail is a fast and
convenient way to communicate. However, E-mail travels over the public Internet which is not a secure
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means of communication and, thus, confidentiality could be compromised. Finance agrees to the use of
E-mail and other electronic methods to transmit and receive information, including confidential
information, between Contractor and Finance and between Contractor and outside specialists or other
entities engaged by either Contractor or Finance. All information identified by either Contractor or
Finance shall be clearly identified as such and both parties shall take reasonable measures to prevent the
disclosure of confidential information to unauthorized parties.

12. Assignment. Neither party may assign this Agreement or delegate any duties hereunder
without the prior written consent of the other party. This Agreement will be binding upon and inure to
the benefit of the parties and their respective successors and permitted assigns. Any change in any
provision of these terms and conditions must be in writing signed by both parties. No waiver of any right
or remedy will be implied by failure to enforce such right or remedy or will be effective in the absence of
awriting signed by both parties.

13. Confidentiality. To the extent permitted by law, Contractor agrees to keep and maintain all
information exchanged between Contractor and Finance, confidential,

Done this day of , 2009.

Alabama Department of Finance : Paragon Source, LLC

By: [ ‘{;L By: STV
Bill Newton * et Lauderdale
Actingl Director of Finance President

Approved:

Bob Riley
Governor



AMENDED EXHIBIT A

To Amended Professional Services Agreement' Between the Alabama

Department of Finance and Paragon Source, LLC

I. FRMS Upgrade Assistance

A. Background

In FY 09, Paragon led the following efforts in preparation for the FRMS Upgrade project,
previously referred to as the SMART Business Systems project:

1. Documentation of approximately 300 As-Is business processes including:

Diagrammatic depiction of the process
Narrative description of the steps within the process
Documentation of legal constraints, where known, that affect the process

e Identification of pain points with the existing process
2. Documentation of over 100 To-Be business processes including:

e

®

*

Diagrammatic depiction of the process
Narrative description of the steps within the process
Identification of software requirements related to the process

Documentation of business scenarios to be used in Fit-Gap software
Sessions

3. Preparation of a high-level initial organizational assessment with identification of
additional informational elements to be obtained in the future. This assessment
was done to further assist the FRMS Upgrade vendor and the SBS team in its -
preparations for the anticipated significant business transformation associated
with the upgrade.

4. Documentation of high-level strategies in the following areas:

Governance

Risk Management

Change Control

Application and System Security
Interfaces

Reporting

Data Cleansing

Workflow Management

Support

Change Management

Information Technology Infrastructure
Implementation

Commodity Code and Supplier Information

! Effective Date of Original Professional Services Agreement was October 1, 2007
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As aresult of the work performed in FY(9, Paragon enhanced its knowledge of the
State’s current status in the business areas of Finance, Procurement, Payroll and
Personnel. The State has indicated a need for continuing assistance from Paragon with
the FRMS Upgrade project, based on the assumption that the project vendor will soon be
selected and begin to work with the State.

Paragon is pleased to be able to offer further a551stance ‘The proposed level of assistance
1s described in the next section of this Exhibit.

B. Work te be Performed

Paragon is prepared to offer assistance in several areas of the FRMS Upgrade project
during Fiscal Year 2010. Paragon will provide consultants to supplement the State’s
existing staff within the SMART Business Systems Division of the Department of
Finance during the FRMS Upgrade.

The exact assigned tasks will be agreed upon jointly by the State and Paragon during the
FRMS Upgrade project, but the following areas/deliverables have been preliminarily
identified: '

¢ Project management/team lead assistance

e Assistance with configuration of software

¢ Sourcing consultants with Subject Matter Expertise
Participation in the review cycles for deliverables
Assistance with system testing and error resolution
Guidance for preparation of training materials

Guidance for delivery of training

Assistance with conversion planning

Assistance with interface design and documentation
Assistance with report designs

e Participation in project meetings for various workstreams
¢ Preparation of a Change Management Plan

¢ Leadership in execution of the Change Management Plan
s Preparation of a Production Support Plan

In addition to the items in the above list, Paragon, prior to the kickoff of the project and
with the agreement and consent of the State, may provide general planning and other
services that are intended to: a) facilitate the execution of tasks in the first phase of the
FRMS Upgrade project; and/or b) to provide assistance with procurement and contracting
tasks related to the project.

To perform this work, Paragon is proposing the following structure:
» During the first year of the project, approximately ten (10) business/technical

analysts will be provided by Paragon. There may be peak times when more
analysts are needed and the contractual not-to-exceed amount allows for some
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fuctuation for short periods of time. The analysts will be phased in to correspond
with the tasks necessitating the supplementary staff. If the actual needs are less
than anticipated, fewer analysts will be provisioned by Paragon.

¢ Paragon is prepared to provide a small management team to be leveraged across
the project, including an Engagement Manager. The exact number of managers
may fluctuate during the project, but Paragon is planning to have a team of at least
3-4 managers working on the FRMS Upgrade project for the first twelve (12)
months of the project.

Based on discussions with the State, Paragon has made certain assumptions. If, during
the course of the contract, these assumptions are not met, Paragon will engage the State
in discussions about corrective actions and/or trade-offs/reductions in Paragon’s
responsibilities if necessary. The basic assumptions are as follows:

e Part-time FTEs may be used if approved by the State.

e Some work may be performed off-site, but Paragon and the State will engage in
an ongoing dialogue about off-site work to ensure the State is always satisfied
with any off-site arrangements. It is not anticipated that any significant
percentage of work for the FRMS Upgrade project will be done off-site.

o If software training is required for Paragon to support the State’s efforts in the
FRMS Upgrade, Paragon consultants will be authorized to attend training classes,
provided such attendance is pre-approved by the State. Time spent in such
training classes will be billed at the consultant’s normal billing rate and the State
will pay any applicable costs for the classes.

s Paragon and the State will jointly agree on the skill sets needed, with the general,
preliminary plan being to engage consultants with varying levels of experience
and thus Paragon will be able to charge a range of rates to better leverage the
State’s available budget.

e The State will match the FTEs provided by Paragon on at least a 1:1 ratio if not
higher. .

» Ofthe FTEs provided by the State for the project team, at least two will be
primarily focused on assisting the change management team with decisions and
execution of tasks. The State acknowledges and agrees that the tasks and changes
that will be required as a result of the FRMS Upgrade will require the assistance
and cooperation of individuals across the State, e.g., in the delivery of training,
implementation of process changes, etc. Lack of sufficient cooperation and
assistance could jeopardize the ultimate success of the project.

e Of the four business arcas that are the focus of the SBS Division (i.e., financial,
procurement, payroll and personnel), the State intends, as of the date of the
contract amendment, for Paragon to provide resources for procurement during the
first year of the FRMS Upgrade project. If plans change and the State decides to
use one or more of Paragon’s analysts and/or managers in a different business
area, there must be mutual agreement between Paragon and the State with no
contract amendment required for such mutually agreed upon changes. The State
might have to reassign some of Paragon’s responsibilities to non-Paragon
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resources to allow Paragon’s resources to be reallocated or, if a sufficient contract
balance is still available, Paragon may provide additional resources.

The budget for the aforementioned analysts assumes a period of service of one
year. If at any time the State requires either fewer or no supplementary staff,
Paragon will work to expeditiously transfer knowledge and tasks to the identified-
State employees and reduce its efforts in accordance with the State’s instructions
or completely cease performing the services if the Termination clause of the
Amended Professional Services Agreement is invoked.

If the supplementary staff resources are needed beyond a 12-month period, it 1s
possible that an amendment to increase the contractual amount may be required.
Provision of management resources beyond the twelve month period may require
an amendment to increase the contractual amount. The State will always have the
opportunity to request either a reduction in the number of managers or a
replacement of a manager with a different individual.

The FRMS Upgrade project may be in-progress after twelve months. If thereisa
remaining available balance in the contract between the State and Paragon at the
end of the first twelve months of the project, the parties may jointly agree on
further assistance to be provided for the FRMS Upgrade project, through either
supplementary staff and/or managers provided by Paragon, with no requirement
for a contract amendment.

It is anticipated that the FRMS Upgrade project will start no later than January
2010. Any later start date may result in fundamental changes in approach and
staffing, including Paragon’s offer of supplementary staff.

Projects are always dynamic in nature, with no guarantee or assurance of success
and the FRMS Upgrade project will be no different. If it is determined by
Paragon that the use of Paragon’s resources is either no longer necessary for the
success of the project, or the effectiveness of Paragon’s resources has been greatly
diminished or negatively impacted by project constraints or events, Paragon may
initiate an orderly withdrawal of its resources over a period of up to sixty (60)
days, depending on the transition time needed. If desired by the State, a small
core team from Paragon may, upon mutual agreement, remain engaged with the
project.

The State and/or Paragon may terminate services under Section I, FRMS Upgrade
Assistance, of this Exhibit without terminating services under Section 1I, Stimulus
Assistance.

It is estimated that these services will amount to $4,900,000 of the total contract
amount. This is an estimate only and the final dollars allotted to these services
may be more or less than this amount, provided the total contract amount is not
exceeded.
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