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Vice Chairman

Deloitte Consulting LLP
201 East Kennedy Blvd.
Suite 1200

Tampa, FL. 33602

Re:  Notice of Implementation of Liquidated Damages
Dear Ms. Blume:

Deloitte was contractually required to deliver to the Florida Department of Economic
Opportunity a fully functional Reemployment Assistance computer system on October 15, 2013.
As we are all painfully aware, that did not happen. The passage of time has demonstrated that
the system launched with numerous defects, which Deloitte’s pre-launch testing did not uncover.
Two months have passed since the launch and yet parts of the system are still not working
properly. For some users of the system—claimants needing a financial bridge as they transition
back to employment—the delays caused by these defects have proven to be a true hardship. It is
simply imperative that Deloitte devote every available resource, and every expert at its disposal,
to getting the remaining defects fixed, and fixed now.

The latest amendment to our contract set out corrective requirements for Deloitte to execute by
December 20, 2013. The plan identified numerous areas that had to achieve full functionality
before DEO would approve the Implementation Phase Gate and pay $3,043,627. We have
stressed system functionality over specific defects because, as our experience has shown, some
latent defects become apparent only after other defects are fixed. While Deloitte has made
progress on several fronts over the last few weeks, and many claimants are able to process claims
without incident, the bottom line is that the overall system is still not working properly and the
base code has not been stabilized. For example, the adjudication function has not worked
properly since system launch and is still not adequately processing claims. Thus, despite DEO’s
increasing staff and working hours in the adjudication unit, the delays engendered by the defects
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in adjudication functionality have caused the active adjudication caseload—and the wait times
for adjudication—to increase to unacceptable levels.

At this point, I have no choice but to decline to certify that Deloitte has successfully
implemented the system. DEQ is therefore withholding the $3 million payment that is due upon
successful implementation and is instead invoking the liquidated damages provision of the
contract. Beginning on December 23, 2013, for each business day that Deloitte does not deliver
a fully functional system, DEO will assess a $15,000 fine.

Attached to this letter please find DEO’s official notice of failure to meet the Implementation
Phase Gate and a list identifying all “high impact” deficiencies currently known to DEO. The
attached notice also identifies “high impact” deficiencies that DEO has discovered since the
execution of Amendment 14. As noted above, it is also possible that additional latent
deficiencies will be identified. In keeping with our contractual right to a fully operational
system—and our duty to the taxpayers of Florida and the users of the RA system—DEQO will not
approve the Implementation Phase Gate until Deloitte successfully resolves all “high impact”
deficiencies within CONNECT and delivers a fully functional system.

I should also note that Deloitte’s obligation to correct high impact deficiencies does not relieve
the company of its obligation to address other issues as they arise, including requests by DEO to
implement alternative solutions to process claimants who have been delayed by the system’s
deficiencies. It is imperative that we pursue multiple priorities at once and that Deloitte devote
whatever resources are necessary to do so.

Lastly, if full system functionality is not obtained in the near future, DEO will have no choice
but to pursue other options, including the retention of additional consultants and vendors to
direct and monitor Deloitte’s work. As such options would likely be costly and burdensome, and
DEO would have to recoup associated costs, we hope to avoid this course of action.

Sincerel

Jesse Panuccio

Enclosures
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Notice of Failure to Meet Implementation Phase Gate and Imposition of Liguidated Damages

Pursuant to Section 4 of Amendment 14 to Contract C0369 (“the Contract”), Deloitte
Consulting, LLP (“Deloitte”) was required to successfully complete the remaining “high impact”
issues in the issue and conflict management plan, as specified in Attachment A to Amendment
14, as a condition precedent to the Department of Economic Opportunity’s (DEO) approval of
the Implementation Phase Gate. The remaining tasks were required to be completed in
sufficient time to allow DEQ’s review and approval by December 20, 2013.

Deloitte has failed to complete all of the remaining tasks required for approval of the
Implementation Phase Gate. Therefore, pursuant to Sections 4 and 10 of Amendment 14 and
Section 7.4 of the base Contract, DEO will not approve the Implementation Phase Gate. In
accordance with section 9 of Amendment 14, DEO will not pay the $3,043,627 attributable to
approval of the Implementation Phase Gate and scheduled for payment on December 20.

Additionally, in accordance with Section 11.5 of the base Contract, as amended by Amendment
7, DEO hereby informs Deloitte of its intent to impose liquidated damages in the amount of
$15,000 per business day, beginning Monday, December 23, 2013 and continuing until such
time that Deloitte obtains approval for the Implementation Phase Gate.

Attached to this Notice is a revised and current list identifying all “high impact” deficiencies
known to DEO that prevent DEO from approving the Implementation Phase Gate. DEO will not
approve the Implementation Phase Gate until Deloitte successfully resolves all “high impact”
deficiencies with the Project Connect system.
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