Form No. DMB 234 (Rev. 1/96)

AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET November 5, 2008
PURCHASING OPERATIONS

P.0. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, MI 48933

CHANGE NOTICE NO. 2

TO
CONTRACT NO. 071B5200055
between
THE STATE OF MICHIGAN
and
NAME & ADDRESS OF VENDOR TELEPHONE (310) 823-7511
Charles Letourneau
American Actuarial Consulting Group LLC VENDOR NUMBER/MAIL CODE
330 Washington Blvd., Suite 308
Marina Del Rey, CA 90292 BUYER/CA (517) 373-8622
letourneau@aacgllc.com | Malynda Little

Contract Compliance Inspector: Robert Lamberjack
Actuarial Services for Property/Casualty — OFIS/DLEG

CONTRACT PERIOD: From: December 1, 2004 To: November 30, 2009
TERMS SHIPMENT
N/A N/A
F.O.B. SHIPPED FROM
N/A N/A
MINIMUM DELIVERY REQUIREMENTS
N/A

NATURE OF CHANGE(S):
Effective December 1, 2008:

e This Contract is hereby EXTENDED through November 30, 2009;
e The DMB Buyer for this Contract is changed to Malynda Little (517) 373-8622.

All other rates, terms, and conditions remain the same.

AUTHORITY/REASON:
Per agency request dated 8/21/2008, vendor agreement dated 10/23/08, Ad Board

approval of terms dated 10/5/04, and DMB/Purchasing Operations’ approval dated
9/21/08.

CURRENT AUTHORIZED SPEND LIMIT REMAINS: $500,000.00



Form No. DMB 234 (Rev. 1/36) Lol ("
AUTHORITY; Act 431 of 1984 ) ¢
GOMPLETION: Required

PENALTY: Contract will not ba executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET December 6, 2607
PURCHASING OPERATIONS
P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, M| 48933

CHANGE NOTICE NO. 1
TO

CONTRACT NO. ___071B5200055 Py
between o) 422
THE STATE OF MICHIGAN o ("7~
and SN (323) 535 (83
NAME & ADDRESS OF VENDOR TELEPHONE “{3 10y 306-650¢
Charles Letourneau ~ -°
American Actuarial Consulting Group LLC VENDOR NUMBER/MAIL CODE
330 Washington Blvd., Suite 308
Marina Del Rey, CA 90292 BUYER/CA (517) 2411916 ; r
' ' Jim Wilson AKG— Q f

Contract Compliance Inspector: Robert Lamberjack
Actuarial Services for Property/Casualty — OFIS/DLEG

CONTRACT PERIOD: From: December 1, 2004 To: November 30, 200%
TERMS SHIPMENT
N/A - N/A
F.0.B. SHIPPED FROM
N/A N/A
MINIMUM DELIVERY REQUIREMENTS
N/A
NATURE OF CHANGE(S):

Effective immediately, this Contract is hereby EXTENDED through November 30, 2008.
The Buyer for this Contract is changed to Jim Wilson (517) 241-1916. All other terms,
conditions, specifications, and pricing remain unchanged.

AUTHORITY/REASON:

Per request of DLEG and approval of DMB/Purchasing Operations.

TOTAL ESTIMATED CONTRACT VALUE REMAINS: $500,000.00




Form No, DMB 234 gRav. 198 : ,
AUTHORITY: Act 431 of 1988 !
COMPLETION: Required

PEMNALTY; Contract will not be executed unfesy form Is fifed

STATE OF MICHIGAN :
DEPARTMENT OF MANAGEMENT AND BUDGET October 28, 2004
ACQUISITION SERVICES
P.O. BOX 30026, LANSING, MI 48909
OR

530 W. ALLEGAN, LANSING, Mi 48933

NOTICE
TO
CONTRACT NO. 071B5200055
between
THE STATE OF MICHIGAN
and
NAME & ADDRESS OF VENDOR TELEPHONE (310) 306-6596
Charles Letourneau
American Actuarial Consulting Group LLC VENDOR NUMBER/MAIL. CODE
330 Washington Blvd., Suite 308 |
Marina Del Rey, CA 90292 BUYER/CA (517)2 171646
Greg Faremouth .~

Contract Compliance Inspector: Robert Lamberjack
Actuarial Services for Property/Casualty — OFIS/DLEG

CONTRACT PERIOD; From: December 1, 2004 To: November 30, 2007
TERMS SHIPMENT
N/A N/A
F.O.B. SHIPPED FROM
N/A N/A
MINIMUM DELIVERY REQUIREMENTS
N/A

The terms and conditions of this Contract are those enclosed. In the event of any conflicts
between the specifications, terms and conditions indicated by the State and those indicated by
the vendor, those of the State take precedence.

Estimated Contract Value; $500,000.00



Form No. DMB 234 (Rev. #/98) :
+ AUTHORITY: Act431 of 1984 {
« COMPLETION: Required .
¢ PENALTY: Contracl witl not be executed unlas s Torm is filed

STATE OF MICHIGAN
DEPARTMENT OF MANAGEMENT AND BUDGET
ACQUISITION SERVICES

P.O. BOX 30026, LANSING, MI 48909
OR
530 W. ALLEGAN, LANSING, MI 48933

CONTRACT NO. 071B5200055

between
THE STATE OF MICHIGAN
and
NAME & ADDRESS OF VENDOR TELEPHONE (310) 308-6596
Charles Letourneau
American Actuarial Consulting Group LLC VENNDOR NUMBRR/MAIL CODE
330 Washington Blvd., Suite 308
Marina Del Rey, CA 90292 BUYER/CA (517) 241-1646
Greg Faremouth

Contract Compliénce Inspecior: Robert Lamberjack
Actuarial Services for Property/Casualty — OFIS/DLEG

CONTRACT PERIOD: . From: December 1, 2004 To: November 30, 2007
TERMS SHIPMENT
N/A N/A,
F.O.B. SHIPPED FRCOM
_ N/A N/A
MINIMUM DELIVERY REQUIREMENTS
N/A

MISCELLANEQUS INFORMATION:

The terms and conditions of this Contract are those enclosed. In the event of any conflicts
between the specifications, terms and conditions indicated by the State and those indicated by
the vendor, those of the State take precedence.

Estimated Contract Value: $500,000.00

THIS IS NOT AN ORDER: This Contract Agreement is awarded on the basis of our inquiry bearing the
ITB No. 07114001365. A Purchase Order Form will be issued only as the requirements of the State
Departments are submitted to Acquisition Services. Orders for delivery may be issued directly by the
State Departments through the issuance of a Purchase Order Form.

All terms and conditions of the invitation to bid are made a part hereof.

FOR THE VENDOR: FOR %TATE: /

American Actuarial Consulting Group LLC = 4/24/‘&,/’(
/ M irm Name / Signature ..
s L Greg Faremouth, CPPB, Buyer Specialist™
7 AuthoriZed Agent Signature Name
Strategic Business Development
Authorized Agent (Print or Type) _, Title
10/ 2%/ 64 j 28y

Date / Date



STATE OF MICHIGAN
Department of Management and Budget
Acquisition Services

Invitation to Bid No, 071B5200055
Actuarial Services

Buyer Name: Greg Faremouth
Telephone Number: 517 241-1646
E-Mail Address: faremouthg@michigan.gov
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Article 1 — Statement of Work (SOW)

1.0 Project ldentification

1.1

1.001

1.002

PROJECT REQUEST

The purpose of this Contract is 1o provide life/health and property/casualty actuarial services and to pre-
qualify actuarial service vendors for either one or both services.

Pre-qualified vendor qualifications and availability will be accessed by the Office of Financial and Insurance
Services (OFIS) under a second tier, competitive selection process. OF{S may then enter into a work
contract with the vendor offering the best overall value for the specific OFIS examination.

BACKGROUND

The Office of Financial and Insurance Services (OFIS) regulates a wide range of entities including but not
limited to the following:

Full and single line HMO's

Blue Cross Blue Shield of Michigan

Mutltiple Employer Welfare Arrangements

Property, Casualty, Life and Health Insurance Companies
US Branches of Canadian Insurers

Limited Liability Pools

Reciprocal Exchanges

Municipal Pools

Specifically the OFIS is responsible for regulating the financial solvency and compliance with National
Association of Insurance Commissioners (NAIC) requirements and the Michigan Insurance Code by the
above regulated entities. The OFIS attempts to insure compliance with the regulations and Code through
periodic examinations of the regulated entities. The examinations can oceur throughout the United States
and Canada. The staff of the OFIS conducts the examinations, but the Division has no fuily certified
actuaries {actuaries who have taken and passed all ten exams) with training or experience in the fields of
life, health, property or casualty insurance actuatial science. An analysis and evaluation by a Fellow of the
Society of Actuaries/Fellow of the Casualty Society of Actuaries of the adequacy of reserves of regulated
entities are critical to the Commissioner’s ability to adequately examine the entities and ensure compllance
with standards, regulations and Code.

Also, it is imperative that the actuarial firms or individuals assisting the OFIS with specific examinations not
be associated, either financially or contractually, with the entity being examined and that there shail be no
financial or contractuai relationship, either written or oral, for two years prior to, during the life of and for two
years after any contract awarded or any subsequent contract work order without the writien consent of the
OFIS. Failure by the firm to comply wilh this provision may result in the cancellation of services.

It is because of the concern about conflict of interest that the OFIS feels it is imperative to have a pool of
contract actuaries available to assist with examinations. The pool of pre-qualified firms is also required
because it is anticipated that there may be 60 or more examinations annually, with many examinations
going on simuitaneously.

A poot of a minimum of six (maximum of 10) lifefhealth and a minimum of six (maximum of 10) _
property/casualty actuarial firms will be developed. It is possible for firms to be qualified to provide actuarial
services in both the life/health and property/casualty categories as long as the firm can certify to all reserves
in both categories.

Scope of Work and Deliverables

1,101

IN SCOPE

When specific company examinations require actuarial services, the OFIS Contract Administrator will
prepare a written work statement detailing the line items where the State needs an actuary to analyze and
opine to the adequacy of the reserves.
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The OFIS may also, on occasion, require experience in particular lines of business such as medical
malpractice and liquor liability. Also, from time to time, OFIS may have a need for actuariat services to
conduct reviews under Section 830(3) of the Michigan Insurance Code regarding requests by domestic
insurers for changes in actuarial methodologies. Other actuarial services that may be requested are
reviews of mortality tables and reviews of concerns regarding adequacy of reserving. If such experience is
required, it will be described in the work statement. Also, there are some examinations where several

. members within an insurance holding company are being examined at the same time. One propeity and
casualty contractor will be awarded all property and casualty companies within the insurance holding
company and one life and health contractor will be awarded ali life and health companies within the
insurance holding company. When awarding individual contracts, additional consideration may be given
firms that can render opinions on all members of an insurance group (both life/heaith and
property/casualty). However, the firm must be one of the pre-qualified firms in both pools. Each statement
of work will be initiated by the contract administrator and submitted via e-mall to all pre-qualified firms.
Each statement of work will contain the following information:

Name of company to be analyzed

The last examination period

Period o be coverad by this examination

ltems needing analysis

Excerpts from Company’s Annual Statement and Actuarial
Opinion.

A sample work statement is provided in Appendix A and B. Each category of examination, Life/Health and
Property/Casualty, will receive a work Statement.

- The pre-qualified vendors will have two weeks to submit via e-mail a work plan in response to the work
statement. Pre-qualified vendors will respond to the statement of work with a task proposal by the date
specified in the statement of work. In detailing costs, the contractor must not exceed the houtly rate
included in their response. Each Task proposal wilt include the following:

Introduction - statement of the assignment
End product of the assignment
Services 1o be provided (activities, tasks and individuals assigned to each task or activity)
Background information and relevant specific experience of firm and names, expetience and
resumes of individuals assigned to the project
Detail of Costs:

Indicating who will be assigned

The hours they will be assigned

The hourly rate

Travel costs*

Total cost

Ll S

o

*Travel costs will be billed at state rates in effect at the time the expense is incurred. Travel costs should
include any costs that may be incurred by the contractor during the normal course of the examination.
Should the contractor be required to defend their findings at a hearing, the OFIS will reimburse the
contractor for any specific travel cosis incurred while defending the findings. This reimbursement is in
addition to the total cost bid and accepted by the OFIS. Travel costs incurred for defending the coniractor’s
findings will only be reimbursed if prior approval for the travel is received from the Contractor Administrator.

The pre-qualified firm that presents the highest quality proposal, price considered, will be selected to
perform the analysis. Whenever possible, the OFIS will ensure that no contractor will be awarded a
contract to examine a company that they examined during the last state audit. Personsffirms selected may
be expected to begin work one week following the receipt of a contract release. Should none of the
contractors offer an acceptable proposal, the State may pursue acquisition of services from other vendors,
The OFIS may interview the proposed staff before making a final decision on the award of a contract
release.
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1.102

1.103

1.104

The average bid price for P&C proposals is approximately $7,500 and the average bid price for Life
proposals is approximately $25,000. The total cost for very complex examinations often exceeds these
averages and the total cost for relatively straight-forward examinations ofien is less than these averages.

QUT OF SCOPE

RESERVED

TECHNICAL ENVIRONMENT
RESERVED

WORK AND DELIVERABLE

Contractor shall provide Services and staff, and otherwise do all things necessary for or incidental to the
performance of work, as set forth below:

A. Review and opine on actuarial items in connection with financial examinations of domestic insurance
companies, including Canadian and alien insurance companies using Michigan as the state of entry into the
United States or other liabilities or assets specifically determined by the OFIS which need to be reviewed by
an actuary.

B. The actuarial items to be reviewed may include but are not limited 1o, policy resetves, policy holder
dividend scales and philosophy, tax liability, product features, risk based capital and surplus requirements,
cash flow tests, asset adequacy testing and loss and loss adjustment expense reserves,

C. The actuary is responsible for reconciling all the data provided by the company back to the annual
statement. Specifically, the property and casualty actuary must tie its loss data back to Schedule P, Part I.

D. The liabilities and assets to be reviewed and certified by the contractor will be determined at the
beginning of each examination. The contractor must use, if available, the Company's actuarial opinion,
report and work papers to the grealest extent possible without compromising the contractor's responsibiiity
to perform the necessary tests to render hisfher opinion on the agreed upon areas as defined in the work
statement.

E. The contractor must work closely with the examiner-in-charge (EIC) and other staff assigned to the
examination 1o ensure the appropriate underlying master file and other data used by the coniractor in
rendering his opinion is tested for completeness and accuracy by the OFIS staff. The contractor must give
the EIC progress reporis throughout the examination. These reports can be verbal. The contractor must
immediately notify the EIC of any exceptions and important issues.

F. Itis also imperative that the contractor(s) not be associated with (either financially or contractually) the
entity regulated by the OFIS to which the contractor is providing services and that such a relationship not be
entered into for two years prior to, during the life of and for two years after the contract award without the
written consent of the OFIS. Failure by the Contractor{s) to comply with this provision may result in the
canceltation of any contract.

G. The reports and opinions for life and health entities must be signed by a Fellow of the Society of -
Actuaries (FSA); and reports and opinions for property and casualty entities must be signed by a Fellow of
the Casualty Actuarial Society (FCAS). The fellow must play a significant role in the analysis and oversight
of the project.

H. The contractor must be avaitable for meetings with the regulated entity and the OFIS. Also, from time to
time, the contractor may be called upon to appear at a place designated by the OFIS, to discuss the issues
of an emergency nature on short notice. Further, the contractor is required to be flexible in changing their
work efforls to accommodate the concerns of the OFIS. The contractor must be prepared and available to
defend the contractor’s findings in a hearing. The contractor must be willing to testify as an expert witness
and perform other tasks refated to the area of expertise as needed.
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I. The contractor may be called upon to help the OFIS analyze complex reinsurance agreements and

transactions or any other special assignment, where actuarial assistance may be deemed necessary by the
OFIS.

J. From time to time, there may be special projects that may be performed on non-domestic insurers or in
areas which may be considered beyond the scope of a routine examination, which the contractor may be
asked to provide to the OFIS. The scope of the project or area will be defined by the OFIS and agreed
upon with the contractor before the work begins.

K The actuary should be able to perform most of the analysis from their work location, Due to the nature of
the life insurance products, actuaries should plan to make one visit on-site to the company. All visits by the
actuary to the company being examined must be coordinated with the approval by the Examiner-in-Charge.

L. The contractor must agree to comply with Section 222(4) of the Michigan Insurance Code regarding the
confidentiality of all information and knowledge obtained by the contractor during an examination of an entry
under this contract. Section 222(4) states, in part, all work papers, correspondence, memoranda, reports,
records and other written or oral information related to an examination report or an investigation shall be
withheld from public inspection, shall be confidential, shali not be subject to subpoena, and shall not be
divuiged to any person, except as provided for in Section 222(4). 1i the contractor receives a subpoena for
any information related to an examination under contract, the contractor must contact the OFIS
immediately. The coniractor should also be aware of Section 226 of the Michigan Insurance Code that
states, in part, a person appointed or acting under this act who discloses any fact or information that is
confidential under this act is guilty of a misdemeanor, punishable by a fine of not more than $1,000, or
imprisonment of not more than one (1) year, or both.

M. Altof the contractor’'s work papers are the property of the OFIS and should be sent to the OFIS at the

conclusion of the examination.

N. Contractors will not be allowed to bid on a company if the contractor performed the analysis and review
for the OFIS during the last examination.

1.2 Roles and Responsibilities

1.3

1.201

1.202

1.203

CONTRACTOR STAFF, ROLES, AND RESPONSIBILITIES

See Work and Deliverables Section 1.104.

STATE STAFF, ROLES, AND RESPONSIBILITIES

The OFIS will oversee the amount of work to be performed under the contract by making assignments and
sending financial statements lo the contractor at the beginning of each examination. In all cases, the
number and type of tasks will be specified by the OFIS.

OTHER ROLES AND RESPONSIBILITIES

RESERVED

Project Plan

1.301

PROJECT PLAN MANAGEMENT
The contractor will carry out this project under the direction and controt of:

Bob Lamberjack, Chief Examiner

Office of Financial and Insurance Services
Michigan Department of Labor & Economic Growth
611 W. Ottawa Street

P.O. Box 36220

Lansing, Michigan 48909

(517) 335-1746

belambe @ michigan.gov
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1.302

REPORTS

The contractor must give the EIC progress reports throughout the examination. These reponé can he
verbal. The contractor must immediately notify the EIC of any exceptions and important issues.

Although there will be continuous fiaison with the Contractor team, the OFIS Contract Administrator will
meet as needed with the Contractor's project manager for the purpose of receiving progress repotts and
providing necessary guidance to the Contractor in soiving problems which arise.

1.4 Project Management

1.5

1.6

1.7

1.401

1.402

1.403

ISSUE MANAGEMENT
RESERVED

RISK MANAGEMENT
RESERVED

CHANGE MANAGEMENT

RESERVED

Acceptance

1.501

1.502

CRITERIA

The following criteria will be used by the State to determine Acceptance of the Services and/for Deliverables
provided under this SOW.

The OFIS will require a detliverable work product in the form of an appropriately detailed written report and
actuarial opinion for each assignment. The detailed report should adequately support the actuarial opinion.
The report should include a discussion of the scope of the work performed and assumptions used, a
summary of findings, any recommendations to the company for improving its system, loss developments,
the accuracy of the aggregate reserves and other provisions tor policy obligations and any other pertinent
information used to render the opinion. the actuarial opinion should be in the format of and contain the
information required by the NAIC Annual Statement Instructions. The final detailed report and opinion must
be delivered to the OFIS prior to the end of the on-site examination by the OFIS staff examiners unless prior
consent is given by the OFIS. The contractor will provide four copies of the report. The certification will not
be attached or bound with the aciuarial report but will be a separate document. The actuarial opinion must
be submitted with the aciuarial report. The detailed report and supporting work papers will become part of
the OFIS work papers which are confidential and are only available to other parties as defined by specific -
statutes. The regulated eniity will also have a copy of the actuarial report supporting the certification. The
regulated entity may provide a copy of the actuarial report and opinion to its appointed actuary.

FINAL ACCEPTANCE

Final Acceptance is when the project is completed and functions according {o the requirements. Any
intermediate acceptance of sub-Deliverables does not complete the requirement of Final Acceptance.

Compensation and Payment

Ali rates quoted in bidder's response to this CONTRACT will be firm for the duration of the Contract. No price
changes will be permitted.

Additional Terms and Conditions Specific to this SOW

RESERVED

10
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Article 2 - General Terms and Conditions

2.0 Introduction

2.001

2,002

2.003

2,004

GENERAL PURPOSE

The Contract is for acluarial services for the State of Michigan. Orders will be issued directly to the
Contractor by various State Agencies on the Purchase Crder Contract Release Form. Bids are due and will
be publicly identified at the time noted on the Invitation To Bid (ITB) Form.

ISSUING OFFICE AND CONTRACT ADMINISTRATOR

The Contract is issued by Acquisition Services, State of Michigan, Departiment of Management and Budget,
hereinafter known as Acquisition Services, for the Office of Financial and Insurance Services, hereinafter
known as OFIS. Where actions are a combination of those of Acquisition Services and the State agencies,
the authority will be known as the State.

Acquisition Services is the sole point of contact in the State with regard to all contractual matters relating to
the commodities and/or services described herein. Acquisition Services is the only office authorized to
negotiate, change, modiy, amend, alter, clarify, etc., the specifications, terms, and conditions of the.

_Contract.

Contractor proceeds at its own risk if it takes negotiation, changes, modification, alterations,
amendments, clarification, etc., of the specifications, terms, or conditions of the contract from any
individual or office other than Acquisition Services and the listed contract administrator

- All communications covering this procurement must be addressed to contract administrator indicated below:

Depariment of Management and Budget
Acquisition Services
Altn: Greg Faremouth
2nd Floor, Mason Building
P.O. Box 30026
Lansing, Michigan 48909
(517) 241-1646
faremouthg @ michigan.gov

NOTICE

Any notice given to a party under this Gontract must be wrilten and shall be deemed effective, if addressed
to such parly as addressed below upon (i) delivery, if hand delivered; (i} receipt of a confirmed transmission
by facsimile if a copy of the notice is sent by another means specified in this section; (iii) the third (3rd)
Business Day after being sent by U.S. mail, postage pre-paid, return receipt requested; or (iv) the next
Business Day after being sent by a nationally recognized overnight express courier with a refiable tracking
system.

CONTRACT TERM

The term of this Contract will be for three (3) years and will commence with the issuance of a Contract. This
will be approximately 10/01/04 through 09/30/07.

Option. The State reserves the right to exercise two (2) one-year options, at the sole option of the
State. Contractor performance, quality of products, price, cost savings, and the contractor's ability to
deliver on time are some of the criteria that will be used as a basis for any decision by Acquisition
Services to exercise an option year. '

Extension. At the sole option of the State, the contract may also be extended. Contractor
performance, quality of products, price, cost savings, and the contractor’s ability to deliver on time are
some of the criteria that will be used as a basis for any decision by Acquisition Services to exercise an
option year.

i1
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2,005

2.006

Written nolice will be provided to the Contractor within 30 days, provided that the State gives the Contractor
a preliminary written notice of its intent to extend at least 60 days before the contract expires. The
preliminary notice does not commit the Government to an extension. i the Government exercises this
option, the extended contract shall be considered to include this option clause.

GOVERNING LAW

The Contract shall in all respects be governed by, and construed in accordance with, the laws of the State of
Michigan. By signing this agreement, vendor consents to personal jurisdiction in the state of Michigan. Any
dispute arising herein shall be resolved in the State of Michigan.

APPLICABLE STATUTES

The following statutes, rules, and laws are applicable 1o the performance of this contract; some statutes are
reflected in the clauses of this contract. This list is NOT exhaustive.

Mt Uniform Commercial Code (MIUCC) MCL 440. {All sections unless otherwise altered by
agreement) ‘

MI OSHA MCL §§ 408.1001 - 408.1094

Freedom of Information Act (FIOA) MCL §§ 15.231, et seq.

Natural Resources and Environmental Protection Act MCL §§ 324.101, et seq.

MI Consumer Protection Act MCL. 8§ 445.901 — 445,922 ‘

Laws relating to wages, payments of wages, and fringe benefits on state projects MCL §§ 408,551 —
408.558, 408.471 — 408.490, 1965 PA 390,

Department of Civil Service Rules and regulations

Elliof Larsen Civil Rights Act MCL §§ 37.2201, et seq.

Persons with disabilities Civil Rights Act MCL §§ 37.1101, et seq.

MCL §§ 423.321, et seq.

MCL § 18.1264 (law regarding debarment)

Davis-Bacon Act (DBA) 40 USCU §§ 276(a), et seq. ‘

Contract Work Hours and Safety Standards Act (CWHSAA) 40 USCS § 327, et seq.

Business Opportunity Act for Persons with Disabilities MCL §§ 450.791 — 450,795

Rules and regulations of the Environmental Protection Agency

Internal Revenue Code

Rules and regulations of the Equal Employment Opportunity Commission (EEQQ)

The Civil Rights Act of 1964, USCS Chapter 42 :

Title Vi, 42 USCS §§ 2000e et seq.

The Americans with Disabilities Act (ADA), 42 USCS §§ 12101 et seq.

The Age Discrimination in Employment Act of 1967 (ADEA), 29 USCS §§ 621, 623 et seq.

The Old Workers Benefit and Protection Act of 1990 (OWBPA), 29 USCS §§ 626, et seq.

The Family Medical Leave Act of 1993 (FMLA), 29 USC §§ 651 et seq.

The Fair Labor Standards Act (FLSA), 29 USC §§ 201 et seq.

Pollution Prevention Act of 1990 (PPA) 42 U.S.C. §13106

Sherman Act, 156 U.S.C.S. § 1 et seq.

Robinson-Patman Act, 15 U.5.C.S. § 13 et. seq.

Clayton Act, 156 U.S.C.S. § 14 et seq.

2.007 RELATIONSHIP OF THE PARTIES

The relationship between the State and the Contractor is that of client and independent Contractor. No
agent, employes, or servant of the Contractor or any of its subcontractors shall be or shail be deemed to be
an employee, agent, or servant of the State for any reason. The Contractor will be solely and entirely
responsible for its acts and the acts of its agents, employees, servants and subcontraciors during the
performance of this Contract.

12
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2.1

2.008

2,009

2,010

2.011

2.012

2.013

HEADINGS

Captions and headings used in the Contract are for information and organization purposes. Captions and
headings, including inaccurate references, do net, in any way, define or limit the requirements or terms and
conditions of this Confract.

MERGER

This document constitutes the complete, final, and exclusive agreement between the parties. All other prior
writings and negotiations are ineffective.

SEVERABILITY

Each provision of the Contract shall be deemed to be severable from all other provisions of the Contract
and, if one or more of the provisions of the Contract shall be declared invalid, the remaining provisions of
the Contract shalt remain in full force and effect,

SURVIVORSHIP

Any provisions of the Contract that impose continuing obligations on the parties including, but not limited to
the Contractor’s indemnity and other obligations shall survive the expiration or cancellation of the Contract
for any reason.

NO WAIVER OF DEFAULT

+ The failure of a party to insist upon strict adherence to any term of the Contract shall not be considered a

waiver or deprive the party of the right thereafter to insist upon strict adherence to that term or any other
term of the Contract.

PURCHASE ORDERS

Orders for delivery of commodities and/or services may be issued directly by the State Departments through
the issuance of a Purchase Order Form referencing this Contract (Blanket Purchase Order) agreement and
the terms and conditions contained herein. Contractor is asked to reference the Purchase Order Number on
all invoices for payment.

Vendor/Contractor Obligations

2101

2102

ACCOUNTING RECORDS

The Contractor and all subcontractors shall mainiain all pertinent financial and accounting records and
evidence pertaining to the Contract in accordance with generally accepted principles of accounting and
other procedures specified by the State of Michigan. Financial and accounting records shall be made
available, upon request, to the State of Michigan, its designees, or the Michigan Auditor General at any time
during the Contract period and any extension thereof, and for three years from expiration date and final
payment on the Contract or extension thereof.

NOTIFICATION OF OWNERSHIP

The Contractor shall make the following notifications in writing:

1. When the Contractor becomes aware that a change in its ownership or officers has occurred, or is
certain to occur, that could result in changes in the valuation of its capitalized assets in the accounting
records, the Coniractor shall notify Acquisition Services within 30 days.

2. The Contractor shall also notify the Acquisition Services within 30 days whenever changes to asset

valuations or any other cost changes have occurred or are certain to occur as a result of a change in
ownership or officers.

i3
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2.103

2,104

2.105

2.106

2.107

The Contractor shall:
1. Maintain current, accurate, and complete inventory records of assets and their costs;
2. Provide Acquisition Services or designated representative ready access to the records upon request;

3.  Ensure that all individual and grouped assets, their capitalized values, accumulated depreciation or
amortization, and remaining useful lives are identified accurately before and after each of the
Contractor's ownership or officer changes; and

4. Retain and continue to maintain depreciation and amoriization schedules based on the asset records
maintained before each Contractor ownership or officer change.

SOFTWARE COMPITIANCE

RESERVED

IT STANDARDS

RESERVED

PERFORMANCE AND RELIABILTIY EVALUATION {PARE)
RESERVED

PREVAILING WAGE

The rates of wages and fringe benefits to be paid each class of individuals employed by the Contractor, its
subcontractors, their subcontractors, and all persons involved with ihe performance of this contract in privity
of contract with the Contractor shall not be less than the wage rates and fringe benefits established by the
Michigan Department of Consumer and Industry Service, Bureau of Safety and Regulation, Wage/Hour
Division schedule of occupational classification and wage rates and fringe benefits for the local where the
work is to be performed. The term Contractor shall include ali general contractors, prime contractors,
project managers, trade contractors, and all of their contractors or subcontractors and persons in privity of
contract with them.

The Contractor, its subcontractors, their subcontractors, and all persons involved with the performance of
this contract in privity of coniract with the Coniractor shall keep posted on the work site, in a conspicuous
place, a copy of afl wage raies and fringe benefits as prescribed in the contract. You must also post, in a
conspicuous place, the address and telephone number of the Michigan Department of Consumer and
Industry Services, the office responsible for enforcement of the wage rates and fringe benefits. You shall
keep an accurate record showing the name and occupation of the actual wage and benefits paid to each
individual employed in connection with this coniract, This record shall be available 1o the State upon
request for reasonable inspection.

It any trade is omitted from the list of wage rates and fringe benefits to be paid to each class of individuals
by the Contractor, it is understood that the trades omitted shall also be paid not less than the wage rate and
fringe benefits prevailing in the local where the work is to be performed.

PAYROLL AND BASIC RECORDS

Payrolls and basic records relating to the performance of this contract shall be maintained by the Contractor
during the course of the work and preserved for a period of 3 years thereatter for all laborers and mechanics
working at the site of the work. Such records shall contain the name, address, and social security number of

‘each such worker, his or her correct classification, hourly rates of wages paid (including rates of

contributions or costs anticipated for bona fide fringe benefits or cash equivalents thereof of the types
described in section 1(b)(2)(B) of the Davis-Bacon Act), daily and weekly number of hours worked,
deductions made, and actual wages paid.
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2.2

2.108

2.109

Contractors employing apprentices or trainees under approved programs shall maintain writien evidence of
the registration of apprenticeship programs and cettification of trainee programs, the registration of the
apprentices and trainees, and the ratios and wage rates prescribed in the applicable programs.

The Contractor shall submit a copy of all payrolls to the Contract Administrator upon request. The payrolis
submilted shall set out accurately and completely all of the information required to be maintained as
indicated above.

The Prime Contractor is responsible for the submission of copies of payrolis by alf subcontractors upon
request from the Contract Adminisirator

The Contractor or subcontractor shall permit the Contract Administrator or representatives of the Contract
Administrator or the State of Michigan to interview employees during working hours on the job.

If the Contractor or subcontractor fails to submit required records or to make them available, the Contract
Administrator may, after written notice to the Contractor, take such action as may be necessary to cause the
suspension of any further payment. Furthermore, failure to submit the required records upon request or to
make such records available may be grounds for debarment.

COMPETITION IN SUB-CONTRACTING

The Contractor shall select subcontractors (including suppliers) on a competitive basis to the maximum
praclical extent consistent with the ohjectives and requirements of the contract.

CALL CENTER DISCLOSURE

Vendor and/or all subcontractors involved in the performance of this contract providing call or contact center
services to the State of Michigan must disclose the tocation of its call or contact center services to inbound
callers. Failure to disclose this information shall be a material breach of this agreement.

Contract Performance

2.201

2,202

2,203

2.204

- 2,205

TIME IS OF THE ESSENCE

Contractor/Vendor is on notice that time is of the essence in the performance of this cdntract. Late
performance will be considered a material breach of this contract, giving the State a right to invoke all
remedies available 1o it under this contract.

CONTRACT PAYMENT SCHEDULE

All invoices should reflect actual work done. The total amount billed shall not exceed the maximum bid
amount. One invoice shall be submitted at the completion of the assignment. ‘

POSSIBLE PROGRESS PAYMENTS
RESERVED

POSSIBLE PERFORMANCE-BASED PAYMENTS (Actual performance rendered)
RESERVED
EL'ECTRONIC PAYMENT AVAILABILITY

Electronic transfer of funds is available to State contractors. Vendors are encouraged to register with the
State of Michigan Office of Financial Management so the State can make payments refated to this Contract

elecironically at www.cpexpress, state.mi.us.
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2.206 PERFORMANCE OF WORK BY CONTRACTOR

RESERVED

2.3 Contract Rights and Obligations

2.301

2.302

2.303

2.304

INCURRING COSTS

The State of Michigan is not liabte for any cost incurred by the Contractor prior to signing of the Contract.
The State fiscal year is October 1st through September 30th. The Coniractor(s) should realize that
payments in any given fiscal year are contingent upon enactment of legislative appropriations. Total liability
of the State is limited 1o terms and conditions of the Contract. '

CONTRACTOR RESPONSIBILITIES

The Contractor will be required to assume responsibility for all contractual activities, whether or not that
Contractor performs them. Further, the State will consider the Contractor to be the sole point of contact with
regard to contractual matters, including payment of any and all charges resulting from the anticipated
Contract. If any part of the work is to be subcontracted, the Contract must include a list of subcontractors,
including firm name and address, contact person and a complete description of work to be subcontracted.
The State reserves the right to approve subcontractors and to require the Contractor to replace
subcontractors found to be unacceptable. The Contractor is totally responsible for adherence by the

- subcontractor to all provisions of the Contract.. Any change in subcontractors must be approved by the

State, in writing, prior to such change.
ASSIGNMENT AND DELEGATION

The Contractor shall not have the right to assign this Contract, to assign its rights under this contract, or
delegate any of its duties or obligations under the Contract to any other party (whether by operation of law
or otherwise), without the prior written consent of the State. Any purported assignment in violation of this
Section shall be nul and void. Further, the Contractor may not assign the right to receive money due under
the Contract without the prior written consent of the Director of Acquisition Services.

The Contractor shall not delegate any duties or obligations under the Contract to a subcontractor other than
a subcontractor named and approved in the bid unless the Director of Acquisition Services has given written
consent o the delegation.

Bidder must obtain the approval of the Director of Acquisition Services before using a place of
performance that is different from the address that bidder provided in the bid,

TAXES

Sales_Tax: For purchases made directly by the State of Michigan, the State is exempt from State and Local
Sales Tax. Prices shall not include such taxes. Exemption Certificates for State Sales Tax will be furnished
upon request;

Federal Excise Tax: The State of Michigan may be exempt for Federal Excise Tax, or such taxes may be
reimbursable, if arlicles purchased under this Contract are used for he State's exclusive use. Certificates
exclusive use for the purposes of substantiating a tax-free, or tax-reimbursable sale will be sent to the
Contractor upon request. If a sale is tax exempt or 1ax reimbursable under the Internal Revenue Code,
prices shall not include the Federal Excise Tax.

The State’s Tax Exempt Ceriification is available for vendor viewing upon request 1o the Gontract
Administrator.
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2,305 INDEMNIFICATION
General Indemnification

To the fullest extent permitied by law, the Contractor shall indemnify, defend and hold harmiess the
State, its departments, divisions, agencies, sections, commissions, officers, employees and agents,
from and against all losses, liabilities, penalties, fines, damages and claims (including taxes}, and all
related costs and expenses (including reasonable attorneys' fees and disbursements and costs of
investigation, litigation, settlement, judgments, interest and penaities), arising from or in connection
with any of the foliowing:

1. Anyclaim, demand, action, citation or legal proceeding against the State, its employees and

' agents arising out of or resulting from (1) the product provided or (2) performance of the work,
duties, responsibilities, aclions or omissions of the Contractor or any of its subconiractors under
this Contract.

2. Any claim, demand, action, citation or legal proceeding against the State, its employees and
agents arising out of or resuiting from a breach by the Coniractor of any representation or
warranty made by the Contractor in the Contract;

3. Anyclaim, demand, action, citation or legal proceeding against the State, its emp'toyees and
agents arising out of or related to occurrences that the Contractor is required to insure against
as provided for in this Coniract;

4.  Any claim, demand, action, citation or legal proceeding against the State, its employees and
agents arising out of or resulting from the death or bodily injury of any persen, or the damage,
loss or destruction of any real or tangible personal property, in connection with the performance
of services by the Contracior, by any of its subcontractors, by anyone directly or indirectly
employed by any of them, or by anyone for whose acts any of them may be liable; provided,
however, that this indemnification obligation shall not apply to the extent, if any, that such death,
bodily injury or property damage is caused solely by the negligence or reckless or intentional
wrongful conduct of the State;

5. Any claim, demand, action, citation or legal proceeding against the State, its employees and
agenis which results from an act or omission of the Contractor or any of its subcontractors in its
or their capacity as an employer of a person.

Patent/Copyright Infringement Indemnification

To the fullest extent permitted by law, the Contractor shall indemnify, defend and hold harmless the
State, its employees and agents from and against all losses, liabilities, damages (including taxes), and
all related costs and expenses (including reasonable attorneys' fees and disbursements and costs of.
investigation, litigation, settiement, judgments, interest and penalties) incurred in connection with any
action or proceeding threatened or brought against the State to the extent that such action or
proceeding is based on a claim that any piece of equipment, software, commodity or service supplied
by the Contractor or its subcontractors, or the operation of such equipment, software, commodity or
setvice, or the use or reproduction of any documentation provided with such equipment, software,
commodily or service infringes any United States or foreign patent, copyright, trade secret or other -
proprietary right of any person or entity, which right is enforceable under the taws of the United States.
In addition, should the equipment, software, commaodity, or service, or the operation thereof, become
or in the Contractor's opinion be likely 1o become the subject of a claim of infringement, the Contractor
shall at the Contractor's sole expense (i) procure for the State the right to continue using the
equipment, software, commodity or service or, if such option is not reasonably available to the
Contractor, (i) replace or modify the same with equipment, software, commeodity or service of
equivalent function and performance so that it becomes non-infringing, or, if such option is not
reasonably available to Contractor, {iii) accept its return by the State with appropriate credits to the
State against the Contractor's charges and reimburse the State for any losses or costs incurred as a
consequence of the Slate ceasing its use and refurning it.
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Code indemnification

To the extent permitted by law, the Contractor shall indemnify, defend and hold harmless the State
from any claim, loss, or expense arising from Contractor's breach of the No Surreptitious Code
Warranty.

Indemnification Obligation Not Limited

In any and all claims against the State of Michigan, or any of its agents or employees, by any
employee of the Contractor or any of its subcontractors, the indemnification obligation under the
Contract shall not be limited in any way by the amount or type of damages, compensation or benefiis
payable by or for the Contractor or any of its subcontractors under worker's disability compensation
acts, disability benefits acts, or other employee benefits acts. This indemnification clause is intended
to be comprehensive. Any overlap in sub clauses, or the fact that greater specificity is provided as to
some categories of risk, is not intended to limit the scope of indemnification under any other sub
clause.

Continuation of Indemnification Obligation

The duty to indemnify will continue in full force and affect not withstanding the expiration or early
termination of the Contract with respecl to any claims based on facts or conditions, which occurred
prior to termination.

Indemnification Procedures

The procedures set forth below shall apply to all indemnity obligations under this Contract.

(a)

(b)

After receipt by the State of notice of the action or proceeding involving a claim in respect of
which it will seek indemnification, the State shall promptly notify Contractor of such claim in
writing and take or assist Contractor in taking, as the case may be, any reasonable action to
avoid the imposition of a default judgment against Contractor. No failure to so notify Contractor
shall relieve Contractor of its indemnification obligations except to the extent that Contractor can
demonstrate damages attributable to such failure. Within ten (10) days following receipt of
written notice from the State relating to any claim, Contractor shall notify the State in writing
whether Contractor agrees to assume control of the defense and settlement of that claim (a
“Notice of Election”). After notifying Contractor of a claim and prior to the State receiving
Contractor’s Notice of Election, the State shall be entitied to defend against the claim, at
Contractor's expense, and Contracior will be responsible for any reasonable costs incurred by
the State in defending against the claim during such period.

If Gontractor delivers a Notice of Election relating to any claim: (i} the State shall be entitled to
patticipate in the defense of such claim and to employ counsel at its own expense to assist in
the handling of such claim and to monitor and advise the State about the status and progress of
the Defense; (ii) Contractor shall, at the request of the State, demonstrate to the reasonable
satisfaction of the State, Contractor's financial abilily to carry out its defense and indemnity
obligations under this Contract; (i) Contractor shall periodically advise the State about the ‘
status and progress of the defense and shall obtain the prior written approval of the State before
entering into any settlement of such claim or ceasing to defend against such claim and (v} to
the extent that any principles of Michigan governmental or public law may be involved or
challenged, the State shall have the right, at its own expense, to control the defense of that
portion of such claim involving the principles of Michigan governmental or public law.
Notwithstanding the foregoing, the State may retain control of the defense and settlement of a
claim by written notice to Contractor given within ten (10) days after the State’s receipt of
Contractor’ s information requested by the State pursuant to clause (i) of this paragraph if the
State determines that Contractor has failed to demonstrate to the reasonable satisfaction of the
State Contractor's financial ability to carry out its defense and indemnity obligations under this
Section. Any litigation aclivity on behalf of the State of Michigan, or any of its subdivisions
pursuant to this Section, must be coordinated with the Depariment of Attorney General.
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2.306

2.307

2.308

2.309

2.310

2.311

2312

In the event the insurer’s attorney represents the State pursuant to this Section, the insurer’s
aftorney may be required to be designated as a Special Assistant Attorney General by the
Attorney General of the State of Michigan.

{c)  If Contractor does not deliver a Notice of Election refating to any claim of which it is notified by
the State as provided above, the State shall have the right to defend the claim in such manner
as it may deem appropriate, at the cost and expense of Contractor. If it is determined that the
claim was one against which Contractor was required to indemnify the State, upon request of
the State, Contractor shall promptly reimburse the State for all such reasonable costs and
expenses.

LIMITATION OF LIABILITY

The Contractor’s liability for damages to the State shall be limited to two times the value of the Contract or
$200,000 (for low risk contracts — Select a higher amount for moderate to high risk contracts) which ever is
higher. The foregoing limitation of liability shall not apply to claims for infringement of United States patent,
copyright, trademarks or trade secrets; to claims for personal injury or damage to property caused by the
gross negligence or willful misconduct of the Contractor; to claims covered by other specific provisions of -
this Contract calling for liquidated damages; to Contractor’s indemnification obligations {2.308); or to court
costs or attorney’s fees awarded by a court in addition to damages after litigation based on this Contract.

The State’s liability for damages to the Coniractor shall be limited to the value of the Contract.

CONTRACT DISTRIBUTION

- Acquisition Services shall retain the sole right of Contract distribution to all State agencies and local units of

government unless other arrangements are authorized by Acquisition Services.
FORM, FUNCTION, AND UTILITY

If the Contract is for use of more than one State agency and if the good or service provided under this
Conltract do not the meet the form, function, and utility required by a State agency, that agency may, subject
to Stale purchasing policies, procure the good or service from another source.,

ASSIGNMENT OF ANTITRUST CAUSE OF ACTION

For and in consideration of the opportunity to submit a quotation and other good and valuable consideration,
the bidder hereby assigns, sells and transfers to the State of Michigan all rights, title and interest in and to
all causes of action it may have under the antitrust laws of the United States or this State for price fixing,
which causes of action have accrued prior to the date of payment and which relate solely to the particular
goods, commodities, or services purchased or procured by this State pursuant to this transaction.

RESERVED
TRANSITION ASSISTANCE

RESERVED

WORK PRODUCT

Work Products shall be considered works made by the Contractor for hire by the State and shall belong
exclusively to the State and its designess, unless specifically provided otherwise by mutual agreement of
the Contractor and the State. If by operation of faw any of the Work Product, including all related intellectual
property rights, is not owned in its entirety by the State automatically upon creation thereof, the Contracior
agrees to assign, and hereby assigns to the State and its designees the ownership of such Work Product,
including all related intellectual properiy rights. The Contractor agrees to provide, at no additional charge,
any assistance and to execute any action reasonably required for the State to perfect its intellectual property
rights with respect to the aforementioned Work Product.
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2.313

2314

Notwithstanding any provision of this Contract to the contrary, any preexisting work or materials including,
but not limited to, any routines, iibraries, tools, methodologies, processes or technologies {collectively, the
“Development Tools") created, adapted or used by the Contractor in its business generally, including any
and all associated intellectual property rights, shall be and remain the sole property of the Contractor, and
the State shall have no interest in or claim to such preexisting work, materials or Development Tools, except
as necessary to exercise its rights in the Work Product. Such rights belonging to the State shall include, but
not be limited to, the right to use, execute, reproduce, display, perform and distribute copies of and prepare
derivative works based upon the Work Product, and the right to authorize others to do any of the foregoing,
irrespective of the existence therein of preexisting work, materials and Development Tools, except as

-specifically limited herain.

The Contractor and its subcontractors shall be free to use and employ their general skills, knowledge and
expertise, and to use, disclose, and employ any generalized ideas, concepts, knowledge, methods,
techniques or skills gained or learned during the course of performing the services under this Contract, so
fong as the Contractor or its subcontractors acquire and apply such information without disclosure of any
confidential or proprietary information of the State, and without any unauthorized use or disclosure of any
Work Product resulting from this Contract.

PROPRIETARY RIGHTS

RESERVED

WEBSITE INCORPORATION

State expressly states that it will not be bound by any coﬁlent on the Contractor's website, even if the
Contracior’s documentation specifically referenced that content and attemplts to incorporate it into any other

communication, uniess the State has aciual knowledge of such content and has expressly agreed to be
bound by it in & writing that has been manually signed by an authorized representation of the State,

Contract Review and Evaluation

2.401

2.402

CONTRACT COMPLIANCE INSPECTOR

Upon receipt at Acquisition Services of the properly executed Contract Agreement(s}, the person named

below will be allowed to oversee the Contract performance on a day-to-day basis during the term of the
Contract. However, overseeing the Contract implies no authority to negotiate, change, modity, clarify,

amend, or otherwise alter the terms, conditions, and specifications of such Contract{s). That

authority is retained by Acquisition Services. The Contract Compliance Inspector for this project is:

Bob Lamberjack, Chief Examiner

Office of Financial and Insurance Services
Michigan Depariment of Labor & Economic Growth
611 W. Ottawa Street

P.O. Box 30220

Lansing, Michigan 48909

(517) 335-1746

bclambe @ michigan.gov
PERFORMANCE REVIEWS

Acquisition Services in conjunction with the OFIS may review with the Contractor their performance under
the Contract. Performance reviews shall be conducted quarterly, semi-annuatly or annually depending on
Contractor's past performance with the State. Performance reviews shall include, but not limited to, quality
of products/services being delivered and provided, timeliness of delivery, percentage of completion of
orders, the amount of back orders, status of such orders, accuracy of billings, customer service, completion

‘and submission of required paperwork, the number of substitutions and the reasons for substitutions, and

other requirements of the Contract.
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2403

Upon a finding of poor performance, which has been documented by Acquisition Services, the Contractor
shall be given an opportunity to respond and take corrective action. |If corrective action is not taken.in a
reasonable amount of time as determined by Acquisition Services, the Contract may be canceled for defautt.
Delivery by the Contractor of unsafe and/or adulterated or off-condition products to any State agency is
considered a material breach of Coniract subject to the cancellation provisions contained herein.

AUDIT OF CONTRACT COMPLIANCE/ RECORDS AND INSPECTIONS

The Contractor agrees that the State may, upon 24-hour notice, perform an audit at Contractor's location(s)
to determine if the Contractor is complying with the requirements of the Contract. The Contractor agrees to
cooperate with the State during the audit and produce all records and documentation that verifies
compliance with the Contract requirements.

Quality and Warranties

2.501

2.502

2,503

2.504

2,505

PROHIBITED PRODUCTS

The State will not accept salvage, distressed, outdated or discontinued merchandise. Shipping of such
merchandise to any State agency, as a result of an order placed against the Contract, shall be considered
default by the Contractor of the terms and conditions of the Coniract and may result in cancellation of the
Contract by the State. The brand and product number offered for all items shall remain consistent for the
term of the Contract, unless Acquisition Services has approved a change.

RESERVED

RESERVED

GENERAL WARRANTIES (goods)

Warranty of Merchantability — Goods provided by vendor under this agreement shall be merchantable. All

goods provided under this contract shall be of good quality within the description given by the State, shall be
fit for their ordinary purpose, shall be adequately contained and packaged within the description given by the

- State, shall conform to the agreed upon specifications, and shall conform to the affirmations of fact made by
the vendor or on the container or label. ‘

Warranty of fitness for a particular purpose — When vendor has reason to know or knows any paricutar
purpose for which the goods are required, and the State is relying on the vendor's skill or judgment to select
or furnish suitable goods, there is a warranty that the goods are fit for such purpose.

Warranty of title ~ Vendor shall, in providing goods 1o the State, convey good title in those goods, whose
transfer is right and lawful. All goods provided by vendor shall be delivered free from any security interest,
lien, or encumbrance of which the State, at the time of contracting, has no knowledge. Goods provided by
vendor, under this agreement, shall be delivered free of any rightful claim of any third person by of
infringement or the like.

CONTRACTOR WARRANTIES

The Contract will contain customary representations and warranties by the Contractor, including, without
limitation, the following: :

1. The Contractor will perform all services in accordance with high professional standards in the industry;

2. The Contractor will use adequate numbers of qualified individuals with suitable training, education,
experience and skill to perform the services:

3. The Contractor will use its best efforts to use efficiently any resources or services necessaryto
provide the services that are separately chargeable to the State;

4. The Contractor will use its best efforts to perform the services in the most cost effective manner
consistent with the required level of quality and performance;
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5.

10.

11.

12,

13.
14.

15.

The Contractor will perform the services in a manner that does not infringe the proprietary rights of
any third party; .

The Contractor will perform the services In a manner that complies with all applicable laws and
regulations;

The Contractor has duly authorized the exacution, delivery and performance of the Contract;

The Contractor is capable in all respects of fuifilling and shall fulfill all of its obligations under this
contract.

The contract appendices, attachments, and exhibits identify all equipment and software services
necessary for the deliverable(s} to perform and operate in compliance with the contract’s
requirements.

The Contractor is the lawful owner or licensee of any Deliverable licensed or sold to the state by
Contractor or developed by Contractor under this contract, and Contractor has alt of the rights
necessary to convey to the state the ownership rights or license use, as applicable, of any and all
Deliverables.

If, under this Contract, Contractor procures any equipment, software or other Deliverable for the State
{including equipment, software and other Deliverables manufactured, re-marketed or otherwise sold
by Contractor under Contractor’s name}, then in addition to Contractor's other responsibilities with
respect o such items as set forth in this Contract, Contractor shall assign or otherwise transfer to the
Stale or its designees, or afford the State the benefits of, any manufacturer's warranty for the
Deliverable,

The contract signatory has the power and authority, including any necessary corporate authorizations,
necessary o enter this contract, on behalf of Contractor.

The Contractor is qualified and registered to transact business in all locations where required.

Neither the Coniractor nor any Affiliates, nor any employee of either, has, shall have, or shall acquire,
any coniractual, financial, business, or other interest, direct or indirect, that would conflict in any
manner or degree with Contractor's performance of its duties and responsibilities to the State under
this Contract or otherwise create an appearance of impropriety with respect to the award or
performance of this Agreement. Contractor shall notify the State within two (2) days of any such
interest that may be incompatible with the interests of the State.

All financial statements, reports, and other information furnished by Contractor to the State as part of
its response to the ITB or otherwise in connection with the award of this Contract fairly and accurately
represent the business, propetiies, financial condition, and results of operations of Contractor as of
the respective dates, or for the respective periods, covered by such financial statements, reports,
other information. Since the respective dates or periods covered by such financial statements,
reports, or other information, there have been no material adverse changes in the business,
properties, financial condition, or results of operations of Contractor. All written information furnished
to the State by or behalf of Contractor in connection with this Contraet, including its bid, it true,
accurale, and complete, and contains no untrue statement of material fact or omits any material fact
necessary to make such information not misteading.

2,506 STAFF

The State reserves the right to approve the Contracior's assignment of key actuarial personnel to this
project and to recommend reassignment of personnel deemed unsatisfactory by the State. :

The Contractor shall not remove or reassign, without the State’s prior written approval any of the key
actuarial personnel until such time as the key actuarial personnel have completed all of their planned and
assigned responsibilities in connection with performance of the Contractor’s obligations under this Contract,
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2,507

2,508

2.508

The Contractor agrees that the continuity of key actuarial personnel is critical and agrees to the continuity of
key actuarial personnel. Removal of key actuarial personnet without the written consent of the Staie may be
considered by the State to be a material breach of this Contract. The prohibition against removal or
reassignment shall not apply where key actuarial personnel must be replaced for reasons beyond the
reasonable control of the Contractor including but not limited to illness, disabilily, resignation or termination
of the key actuarial personnel’'s employment.

SOFTWARE WARRANTIES

RESERVED

EQUIPMENT WARRANTY

RESERVED

PHYSICAL MEDIA WARRANTY

RESERVED

Breach of Contract

2.601

2,602

2,603

BREACH DEFINED

Failure to comply with articles, sections, or subsections of this agreement, or making any false statement in
this agreement will be considered a material breach of this agreement giving the state authority to invoke

any and all remedies available to it under this agreement.

in addition to any remedies available in iaw and by the terms of this contract, if the Contractor breaches
Sections 2.508, 2.509, or 2.510, such a breach may be considered as a default in the performance of a
material ohligation of this contract.

NOTICE AND THE RIGHT TO CURE

In the event of a curable breach by the Gontractor, the State shall provide the Contractor written notice of
the breach and a time period to cure said breach described in the notice. This section requiring notice and
an opportunity to cure shall not be applicable in the event of successive or repeated breaches of the same
nature or if the State determines in its sole discretion that the breach poses a serious and imminent threat to
the health or safety of any person or the imminent loss, damage or destruction of any real or tangible
personal property.

EXCUSABLE FAILURE

1. Neither party shall be liable for any default or delay in the performance of its obligations under the
Contract if and to the extent such default or delay is caused, directly or indirectly, by: fire, flood,
earthquake, elements of nature or acts of God; riots, civil disorders, rebellions or revolutions in any
country; the failure of the other party to perform its material responsibilities under the Contract (either
itself or through another coniractor); injunctions ({provided the injunction was not issued as a resuit of
any fault or negligence of the parly seeking to have its default or delay excused); or any other cause
beyond the reasonable control of such party; provided the non-performing party and its subcontractors
are without fault in causing such default or delay, and such default or delay couid not have been
prevented by reasonable precautions and cannot reasonably be circumvented by the non-performing
party through the use of alternate sources, workaround plans or other means, including disaster
recovery plans. In such event, the non-performing party will be excused from any further performance
or observance of the obligation(s) so affected for as long as such circumstances prevail and such
party continues to use its best efforts to recommence performance or observance whenever and to
whatever exient possible without delay provided such party promptly nofifies the other party in writing
of the inception of the excusable failure occurrence, and also of its abatement or cessation.
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2.7 Remedies

If any of the above enumerated circumstances substantially prevent, hinder, or delay performance of
the services necessary for the performance of the State’s functions for more than 14 consecutive
days, and the State determines that performance is not likely to be resumed within a period of time
that is satisfactory to the State in its reasonable discretion, then at the State’s option: (a} the State
may procure the affected services from an alternate source, and the State shall not be liable for
payments for the unperformed services under the Contract for so long as the delay in performance
shall continue; (b) the State may cancel any portions of the Contract so affected and the charges
payable hereunder shall be equitably adjusted to reflect those services canceled; or (¢) the Contract
will be canceled without liabiiity of the State to the Contractor as of the date specified by the State in a
written notice of cancellation to the Contractor. The Contractor will not have the right to any additional
payments from the State as a result of any excusable failure ocourrence or to payments for services
not rendered as a result of the excusable faiture condition. Defauits or delays in performance by the
Contractor which are caused by acts or omissions of its subcontractors wilt not relieve the Contractor
of its obligations under the Contract except to the extent that a subcontractor is itself subject fo any
excusable failure condition described above and the Contractor cannot reasonabily circumvent the
effect of the subcontractor's default or delay in performance through the use of alternate sources,
workaround plans or other means. '

2,701 CANCELLATION

The State may cancel this Contract without further liability or penalty to the State, its departments, divisiohs,
agencies, offices, commissions, officers, agents, and employees for any of the following reasons:

1.

Material Breach by the Contractor. In the event that the Contractor breaches any of its material duties
or obligations under the Contract, which are sither not capable of or subject to being cured, or are not
cured within the time period specified in the written notice of breach provided by the State, or pose a
serious and imminent threat to the health and safety of any person, or the imminent loss, damage or
destruction of any real or tangible personal property, the State may, having provided written notice of
cancellation to the Contractor, cancel this Contract in whole or in part, for cause, as of the date
specified in the notice of cancellation. :

In the event that this Contract is cancelled for cause, in addition to any legal remedies otherwise
available to the State by law or equity, the Contractor shalf be responsible for all costs incurred by the
State in canceling the Contract, including but not limited o, State administrative costs, attorneys fees
and court costs, and any additional costs the State may incur to procure the services required by this
Contract from other sources. All excess reé-procurement costs and damages shall not be considered
by the parties to be consequential, indirect or incidental, and shall not be excluded by any other terms
otherwise included in the Contract.

in the event the State chooses to partially cancel this Contract for cause charges payable under this
Coniract will be equitably adjusted to reflect those services that are cancelled.

In the event this Contract is cancelled for cause pursuant to this section, and it is therefore
determined, for any reason, that the Contractor was not in breach of contract pursuant to the
provisions of this section, that cancellation for cause shall be deemed to have been a canceltation for
convenience, effective as of the same date, and the rights and obligations of the parties shall be

-limited to that otherwise provided in the Contract for a cancellation for convenience,

Cancellation For Convenience By the State, The State may cancel this Contract for its convenience,
in whole or par, if the State determines that such a cancellation is in the State’s best interest.
Reasons for such cancelfation shall be left to the sole discretion of the State and may include, but not
limited to (a) the State no longer needs the services or products specified in the Contract, (b)
relocation of office, program changes, changes in laws, rules, or regulations make implementation of
the Contract services no longer practical or feasible, and (c) unacceptable prices for additional -

- services requested by the State. The State may cancel the Contract for its convenience, in whole or

in part, by giving the Contractor written notice 30 days prior to the date of cancellation. !f the State
chooses to cancel this Contract in part, the charges payable under this Contract shali be equitably
adjusted to reflect those services that are cancelled.
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3. Non-Appropriation. In the event that funds to enable the State to effect continued payment under this
Contract are not appropriated or otherwise made avaitable. The Contractor acknowledges that, if this
Contract extends for several fiscal years, continuation of this Coniract is subject to appropriation or
availability of funds for this project. If funds are not appropriated or otherwise made available, the
State shall have the right to cancel this Contract at the end of the fast period for which funds have
been appropriated or otherwise made available by giving written notice of cancellation to the
Contractor. The State shall give the Contractor written notice of such non-appropriation or
unavailability within 30 days after it receives notice of such non-appropriation or unavailability.

4, Criminal Conviction. In the event the Contractor, an officer of the Contractor, or an owner of a 25% or
greater share of the Contractor, is convicted of a criminal offense incident to the application for or
performance of a State, public or private Contract or subcontract; or convicted of a criminal offense
including but not limited to any of the following: embezzlement, theft, forgery, bribery, faisification or
destruction of records, receiving stolen property, attempting to influence a public employee to breach
the ethical conduct standards for State of Michigan employees; convicted under State or federal
antitrust statutes; or convicted of any other criminal offense which in the sole discretion of the State,
reflects upon the Contractor's business integrity.

5. Approvals Rescinded. The State may terminate this Contract without further liability or penalty in the
event any final administrative or judicial decision or adjudication disapproves a previously approved
request for purchase of personal services pursuant to Constitution 1963, Article 11, section 5, and
Civil Service Rule 7. Termination may be in whole or in part and may be immediate as of the date of
the written notice to Coniracior or may be effective as of the date stated in such written notice.

2.702 RIGHTS UPON CANCELLATION

Termination Assistance. If this Contract (or any Statement of Work issued under it) is terminated for any
reason prior to completion, Contractor agrees to provide for up to six (6) months after the termination all
reasonable termination assistance requested by the State to facilitate the orderly transfer of such Services
to the State or its designees in a manner designed to minimize interruption and adverse effect. Such
termination assistance will be deemed by the parties to be governed by the terms and conditions of this
Coniract (notwithstanding its termination) other than any terms or conditions that de not reasonably apply to
such termination assistance. Such termination assistance shall be at no additional charge to the State if the
termination is for Contractor's Default pursuant to Section 2.602; otherwise the State shall compensate
Contractor for such termination assistance on a time and materials basis in accordance with the
Amendment Labor Ratesidentified within this Contract agreement.

OR

A. Rights and Obligations Upon Termination

(1) It this Contract is terminated by the State for any reason, Contractor shall (a) stop all work as
specified in the notice of termination, (b} take any action that may be necessary, or that the
State may direct, for preservation and protection of Deliverables or other property derived or
resulting from this Contract that may be in Contractor's possession, (¢} return all materials and
property provided directly or indirectly to Contractor by any entity, agent or employee of the
State, (d) in the event that the Contractor maintains title in equipment and software that is
intended to be transferred to the State at the termination of the Contract, Gontractor will transfer
title in, and deliver to, the State, unless otherwise directed, all Deliverables and other
Developed Materials intended to be transferred to the State at the termination of the Contract
and which are resulting from the Contract (which shall be provided to the State on an “As-ls”
basis except to the extent the amounts paid by the State in respact of such items included
compensation to Contractor for the provision of warranty services in respect of such materials),
and (e) take any action to mitigate and limit any potential damages, or requests for Contractor
adjustment or termination settleament costs, to the maximum practical extent, including
terminating or limiting as otherwise applicable those subcontracts and outstanding orders for
material and supplies resulting from the terminated Contract.
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(2)  Inthe event the State terminates this Contract prior to ils expiration for its own convenience, the
State shall pay Contractor for all charges due for Services provided prior to the daje of
termination and, if applicable, as a separate item of payment pursuant to this Contract, for
partially compleled Deliverables, on a percentage of completion basis. All completed or
partially completed Deliverables prepared by Gontractor pursuant to this Gontract shall, at the
option of the State, become the State’s property, and Contractor shall be entitled to receive
equitable fair compensation for such Deliverables. Regardless of the basis for the termination,
the State shall not be obligated to pay, or otherwise compensate, Contractor for any lost
expected future profits, costs or expenses incurred with respect to Services not actually
performed for the State.

(8.) I any such termination by the State is for cause, the State shall have the right to set-off against
any amounts due Contractor the amount of any damages for whlch Contractor is liable fo the
State under this Contract or pursuant to faw or equity.

(4.) Upon a good faith termination, the State shall have the right to assume, at its option, any and
all subcontracts and agreements for services and materials provided under this Contract, and
may further pursue completion of the Services under this Contract by replacement contract or
otherwise as the State may in its sole judgment deem expedient.

B. Termination Assistance

If the Contract (or any Statement of Work issued under it) is terminated for any reason before
completion, Contractor agrees to provide for up to two-hundred seventy (270) calendar days after the
termination all reasonable termination assistance requested by the State to facilitate the orderly
transfer of such Services to the State or its designees in a manner designed to minimize interruption
and adverse effect. Such termination assistance will be deemed by the parties 1o be governed by the
terms and conditions of the Contract (notwithstanding its termination) other than any terms or
conditions that do not reasonably apply to such termination assistance. The State shall compensate
Contractor for such termination assistance at the same rates and charges set forth in the Contract on
a time and materials basis in accordance with the Labor Rates indicated within Contractors pricing
section. If the Contract is terminated by Coniraclor under Section 20, then Contractor may condition
its provision of termination assistance under this Section on reasonable assurances of payment by
the State for such assistance, and any other amounts owed under the Contract.

C. Reservation of Rights

Any termination of the Coniract or any Statement of Work issued under it by a party shall be with full
reservalion of, and without prejudlce to, any rights or remedies otherwise available 1o such party with
respect to any claims arising prior to or as a result of such termination.

D. Endof Contract Transition

In the event the Contract is terminated, for convenience or cause, or upon expiration, the Contractor
agrees to comply with direction provided by the State to assist in the orderly iransition of equipment,
services, soflware, leases, eic. to the State or a third parly designated by the State. in the event of
termination or the expiration of the Coniract, the Contractor agrees to make all reasonable efforts to
effect an orderly transition of services within a reasonable period of time that in no event will exceed
270 calendar days. These efforts shall include, but are not limited to, the following:

(1)  Personnel - The Contractor shall work with the State, or a specified third party, to develop a
transition plan setting forth the specific tasks and schedule to be accomplished by the parties,
to effect an orderly transition. The Contractor shall aliow as many personnel as practicable to
remain on the job to help the State, or a specified third party, maintain the continuity and
consistency of the services required by the Contraci. 1n addition, during or following the
transition period, in the event the State requires the Services of the Contractor's
subcontractors, as necessary 1o meet its needs, Contractor agrees to reasonably, and with
good-faith, work with the State to use the Services of Contractor's subconiractors.
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{2)

3)

(8)

(6)

Knowledgeable Personnel. Contractor will make available to the State or a Third Party Provider
knowledgeable personnel familiar with the operational processes and procedures used to
deliver products and services to the State. The Contractor personnel will work with the State or
third party to help develop a mutua]!y agreeable transition plan, wark to transition the process of
ordering, shipping and invoicing equipment and services to the State.

information - The Contractor agrees to provide reasonable detailed specifications for all
Services needed by the State, or specified third party, to propetly provide the services required
under the Contract. The Contractor will also provide any licenses required to perform the
Services under the Contract.

Software. - The Contractor shall reasonably assist the State in the acquisition of any Contractor
software required to perform the Services under the Contract. This shall include any
documentation being used by the Contractor to perform the Services under the Contract. if the
State transfers any software licenses to the Contractor, those licenses shall, upon expiration of
the Contract, transfer back to the State at their current revision level.

Payment - If the transition resuilts from a termination for any reason, reimbursement shalf be
governed by the termination provisions of the Contract. If the transition results from expiration,
the Contractor will be reimbursed for all reasonable transition costs (i.e. costs incurred within
the agreed period after Contract expiration that result from transition operations). The hourly
rates or fixed price to be charged will be agreed upon prior to the work commencing.

Single Point of Contact. Contractor will maintain a Single Point of Contact (SPOC) for the State
after termination of the Contract until all product and sesvice obligations have expired.

E. Transition out of this Contract

M

in the event that this Contract is terminated, dissolved, voided, rescinded, nuilified, or otherwise
rendered unenforceable, the Contractor agrees to perform the following obligations, and any
others upon which the State and the Contractor agree:

{i Cooperating with any contractors, vendors, or other entities with whom the State
contracts to meet its telecommunication needs, for at teast two hundred and seventy
{270) days after the termination of this Contract;

(i) Reserved.

(i) Providing the State with all asset management data generated from the inception of
this Contract through the date on which this Contract is terminated, in a comma-
deliminated format unless otherwise required by the Program Office;

(iv) Reconciling all accounts between the State and the Contractor;

{v} Allowing the State to request the winding up of any pending or ongoing projects at the
price to which the State and the Contractor agreed at the inception of the project;

{vi) Freezing all non-critical software changes;

{vii) Notifying all of the Contractor’s subcontractors of procedures to be followed during the
transition out phase;

{vii}  Assisting with the communications network turnover, if applicable;

{ix) Assisling in the execution of a parallel operation until the effective date of termination of
this Contract

{x) Answering questions regarding post- m|grataon services;

{xi) Delivering to the State any remalnmg owed reports and documentation still in the
Contractor's possession.

In the event that this Contract is terminated, dissolved, voided, rescinded, nullified, or otherwise
rendered unenforceable, the State agrees to perform the following obligations, and any others
upon which the State and the Contraclor agree:

{i) Reconciling all accounts between the State and the Contractor;
(ii) Completing any pending post-project reviews.

27




: i { L
TERMS AND CONDITIONS CONTRACT NO. 071B5200055 &

2,703

2,704

2.705

LIQUIDATED DAMAGES
RESERVED
STOP WORK

1. The State may, at any time, by written stop work order to the Contractor, require that the Contractor
stop all, or any part, of the work called for by this Contract for a period of up to 90 days after the stop
work order is delivered to the Contractor, and for any further period o which the parties may agree.
The stop work order shall be specifically identified as such and shall indicate that it is issued under
this section. Upon receipt of the stop work order, the Contractor shall immediately comply with its
terms and take all reasonable steps to minimize the incurrence of costs allocable to the work covered
by the stop work order during the period of work stoppage. Within the period of the stop work order,
the State shall either:

a)  Cancel the stop work order; or
b)  Cancel the work covered by the stop work order as provided in the cancellation section of this
Contract,

2. If a stop work order issued under this section is canceled or the period of the stop work order or any
extension thereof expires, the Contractor shall resume work. The State shall make an equitable
adjustment in the delivery schedule, the contract price, or both, and the Contract shall be modified, in
writing, accordingly, if: :

a)  The stop work order results in an increase in the time required for, or in the Contractor's costs
properly allocable to the performance of any part of this Contract; and

b)  The Contractor asserts its right to an equitable adjustment within 30 days after the end of the
period of work stoppage; provided, that if the State decides the facts justify the action, the State
may receive and act upon a proposal submitted at any time before final payment under this
Contract.

3. If the stop work order is not canceled and the work covered by the stop work order is canceled for
reasons other than material breach, the State shall allow reasonable costs resulting fron the stop
work order in arriving at the cancellation settlement.

4, if a stop work order is not canceled and the work covered by the stop work order is canceled for
material breach, the State shall not allow, by equitable adjustment or otherwise, reasonable costs
resulting from the stop work order. |

An appropriate equitable adjustment may be made in any related contract of the Contractor that provides for

- adjustment and is affected by any stop work order under this section. The State shall not be liable to the

Contractor for loss of profits because of a stop work order issued under this section.
SUSPENSION OF WORK

The Contract Administrator may order the Contractor, in writing, to suspend,‘deiay, orinterrupt all or any
part of the work of this contract for the period of time that the Contract Administrator determines appropriate
for the convenience of the Government.

If the performance of all or any part of the work is, for an unreasonable period of time, suspended, delayed,
or interrupted (1) by an act of the Contract Administrator in the administration of this contract, or (2) by the
Contract Administrator's failure to act within the time specified in this contract {or within a reasonable time if
not specitied), an adjustment shall be made for any increase in the cost of performance of this contract
{excluding profit) necessarily caused by the unreasonable suspension, delay, or interruption, and the
contract modified in writing accordingly. However, no adjustment shall be made under this clause for any
suspension, delay, or interruption to the extent that performance would have been so suspended, delayed,
or interrupted by any other cause, including the fault or negligence of the Contractor, or for which an
equitable adjustment is provided for or excluded under any other term or condition of this contract.
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A claim under this clause shall not be allowed:

(1)  Forany costs incurred more than 20 days before the Contractor shall have notified the Contract
Administrator in writing of the act or failure to act invoived (but this requirement shall not applvastoa
claim resulting from a suspension order); and

(2)  Unless the claim, in an amount stated, is asserted in writing as soon as practicable after the
termination of the suspension, delay, or interruption, but not later than the date of final payment under
the contract.

2.8 Changes, Modifications, and Amendments

2.801

2.802

-2.803-

2.804

PON -

APPROVALS

The Contract may not be modified, amended, extended, or augmented except by a writing executed by the
parties hersto, and any breach or default by a party shall not be waived or released other than in writing
signed by the other party.

TIME EXTENTIONS

Time extensions for contract changes will depend upon the extent, if any, by which the changes cause delay
in the completion of the various elements of performance as described in the statement of work. The change
order granling the time extension may provide that the contract completion date will be extended only for
those spegcific elements related to the changed work and that the remaining contract completion dates for all
other portions of the work will not be altered. The change order also may provide an equiiable readjustment
of liquidated damages under the new completion schedule.

MODIFICATION

Acquisition Services reserves the right to modify this contract at any time during the contract term. Such
modification may include changing the locations to be serviced, additional locations to be serviced, method
or manner of performance of the work, number of days service is to be performed, addition or deletion of
tasks to be performed, addition or deletion of items, and/or any other modifications deemed necessary. Any
changes in pricing proposed by the Contractor resuiting from the proposed changes are subject to
acceptance by the State. Changes may be increases or decreases. IN THE EVENT PRICES ARE NOT
ACCEPTABLE TO THE STATE, THE CONTRACT SHALL BE SUBJECT TO COMPETITIVE BIDDING
BASED UPON THE NEW SPECIFICATION.

The State reserves the right to add an item(s) that is not described on the item listing and is
available from the Contract vendor, The item(s) may be included on the Contract, only if prior written
approval has been granted by Acquisition Services,

AUDIT AND RECORDS UPON MODIFICATION

DEFINITION: records Includes books, documents, accounting procedures and praclices, and other data,
regardless of whether such items are in written form, electronic form, or in any other form

Contractor shall be required to submit cost or pricing data with the pricing of any modification of this contract
to the Contract Administrator in Acquisition Services. Data may include accounting records, payroll records,
employse time sheets, and other information the state deems necessary to petform a fair evaluation of the
modification proposal. Contract Administrator or authorized representative of the state shall have the right
to examine and audit alt of the contractor's records, including computations and projections, related to:

The propoesal for modification;

The discussions conducted on the proposal, including those related to negotiation;
Pricing of the modification; or

Performance of the modification.

Contractor shall make available at its office at all reasonable times the materials described in the
paragraphs above.
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2.805

If this contract is completely or partially terminated, the records relating to the work terminated shall be -
made available for 3 years after any resulting final termination settiement.

CHANGES

(a)

(b)

The Contract Administrator may, at any time, without notice to the sureties, if any, by written order
designated or indicated to be a change order, make changes in the work within the general scope of
the contract, including changes:

(1) Inthe specifications (including drawings and designs);

(2)  Inthe method or manner of performance of the work;

(3) Inthe Government-furnished facilities, equipment, materials, services, or site; or
(4)  Directing acceleration in the performance of the work.

Any other written or oral order {which, as used in this paragraph (b}, includes direction, instruction,
interpretation, or determination) from the Contract Administrator that causes a change shall be ireated
as a change order under this clause; Provided, that the Contractor gives the Contract Administrator
written nolice stating: . '

{1) The date, circumstances, and source of the order; and
{2)  That the Contractor regards the order as a change order.

Except as provided in this clause, no order, statement, or conduct of the Contract Administrator shall
be treated as a change under this clause or entitle the Contractor to an equitable adjustment.
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Arficle 3 — Cerlifications  and Representations

. All'bidders shall complete this section and submit with their bid or proposal. Failure or refusal to submit any of
~ the information requested in this section may result in the bidder being considered norrresponsive and therefore
- ineligible for award consideration. The State may also putsue debarment vendors that fail or refuse to submit

- any of the requested information, ' : »

In addition, if it is determined that a business purposély or willfully submitted false infofma_tion; the bidder will
not be considered for award, the State will pursue debarment of the vendor, and any resulting contract that was
- established will be cancelled. : ‘

+ 3.0 Vendor/Contractor Informaijon . e
3.001 TAXPAYER IDENTIFICATION NUMBER {TIN)

Vendor Name:_ A mer ¢ dn A ctvarial C.ms:uH—:nj Gron,. LLC
) TIN: 45~ 4313113 |

( ) TIN has been applied for

() TIN is not required because:

{ ) Vendor/Contractor is a nonresident, alien, foreign business that does not have income
effectively connected with the conduct of a trade or business in the U.S. and does not
have an office or place of business or a fiscal agent in the U.S. ' ‘

() Vendor/Contractor is an agency or instrumentality of a forcign government. If
checked, which foreign government S

{ ) Vendor/Contractor is an .agency or instrumentality of a federal, state, or local
government, If checked, which government

() Other basis:

() Bidder is not owned or controlled by a common parent as described below. Common

Parent means a corporate entity that owns or controls an affiliated group of corporations
that files its Federal income tax retufns on a consolidated basis, and of which bidder is a
member. ‘ '

( ) Bidder is owned or controlled by a common parent
{ ) Name and TIN.of common parent

Name:
TIN:

3.002 EXPATRIATED BUSINESS ENTITY

DEFINITIONS: “Expatriated business entity” means a corporation or an affiliate of the ,
corporation incorporated in a tax haven country-after September 11, 2001, but with the United
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States as the principal market for the public tradmg of the corporation’s stock as determmed by
the Director of the Department of Management and Budget

“Tax haven country” means each of the following; Barbados, Bermuda, British Vn‘gm Islands,
- Cayman Islands, Commonwealth of the Bahamas, Cyprus, Gibraltar, Isle of Man, the Principality
of Licchtenstein, the Principality of Monaco, and the Republic of the Seychelles

Vendor hereby certifies that it IS , IS NOT & an expatriated business entity
- located in a tax haven country.

Vendor hereby certifies that it IS
business located in a tax haven couniry.

, ISNOT __X___ an affiliate of an expatriated

3.003 DATA UNIVERSAL NUMBERING SYSTEM {DUNS) NUMBER

Vendor is not requlrcd to have a DUNS number If vendor does have a DUNS number it must be
listed below, :

DUNS No.:

(nine digit number assigned by-Dun & Bradstreet)

DUNS-+4 No.:
~ (DUNS + a 4-character suffix)

If the contractor/vendor does not have a DUNS number and would like to, it should contact Dun &
Bradstreet directly to obtain one, Contractor may obtain a DUNS number by calling Dun &
Bradstreet at 1-866-705-5711 or via the Intemnet at www.dnb. com

3.004 RESERVED for Vendor Registration Into a Central Database
3.005 RESERVED for annual certifications and representations in Central Data Base
The bidder has (check the appropriate block):
() Submitted to the contracting office issuing this solicitation, annual representations and
certifications dated {insert date of signature on submission),
- which are incorporated herein by reference, and are current, accurate, and complete as of

the date of this bid, except as follows (insert changes that affect only this solicitation; if
"none, " so state}:

(%K) Enclosed its annuat'represemations and certifications.

3.006 EXTENDED PURCHASING TO LOCAL UNITS OF GOVERNMENTIINSTITUTlONS
OF HIGHER LEARNING

Act Number 431 of the Public Acts of 1984 permits the State of Michigan, Department of
Management and Budget, to provide purchasing services to any city, village, county,
township, school district, intermediate school district, nonprofit hospital, institution of higher
learning, or community or junior colleges. As a result of the enaciment of this legislation, the
Extended Purchasing Program has been developed. This program extends the use of State
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contracts to. program members. The governmental agency must enter into an agreement with the
State of Michigan to become authorized to participate, thus ensuring that Jocal units of government
secure a greater return for the expenditure of public funds. It is the policy of Acquisition Services, .
Department of Management and Budget, that the final approval to utilize any such Contract in this .
manner-must come from the Contract vendor,

In such cases, Contract vendors supply merchandise at the established State of Michigan Contract
prices and ferms. Inasmuch as these are non-State agencies, all purchase orders will be submitted
by, invoices will be billed to, and the authorized Extended Purchasing member on a direct and
individual basis in accordance with Contract terms will remit payment.

Therefore, it is required that all bidders indicate, by checking the appropriate box below, whether
they will (first- box) or will not (second box) honor orders on any Contract resulting from this
Request for Quotation from State of Michigan authorized Extended Purchasing members. It is the

. responsibility of the Contractor to ensure the non-State agency is an authorized Extended
Purchasing member prior to extending the State Contract price. .

BIDDER MUST CHECK ONE BOX BELOW

() Commodities and/or services on this Request for Quotation will be supplied to State of
Michigan departments and agencies, and authorized Extended Purchasing Program
members in accordance with the terms and prices quoted. Upon request, a complete fisting

- of eligible participants in the Extended Purchasing Program will be provided if this option
is selected.

(_X) Commodities and/or services on the Request for Quotation will not be supplied to State of
Michigan authorized Extended Purchasing members. We will supply to State of Michigan
departments and agencies only.

Nose,., Pids

Authorized Ag'ent Name (print or type)

L A

Authorized Agent Signature

Please Visit Mi DEAL at www.mi.gov/localpov.

3.1 ’ Disclosure Issues
3.101 CONFIDENTIALITY

Contractor and the State each acknowledge that the other possesses and will continue to possess
confidential information that has been developed or received by it. As used in this Section,
“Confidential Information” of Contractor shall mean all non-public proprietary information of
Contractor (other than Confidential Information of the State as defined below) that is marked
confidential, restricted, proprietary, or with a similar designation. “Confidential Information™ of
the State shall mean any information which is retained in confidence by the State (or otherwise
required to be held in confidence by the State pursuant to applicable federal, state and local laws
and regulations) or which, in the case of tangible materials provided to Contractor by the State
pursuant to its performance under this Contract, is marked as confidential, proprietary or with a
similar designation by the State. In the case of information of either Contractor or the State
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“Confidential Information” shall exclude any information (including this Conﬁact) that.is publicly
available pursuant to the Michigan FOIA. :

Protection of Confidential Information

The State and Confractor will each use at least the same degree of care to prevent is closing
to third pariies the Confidential Information of the other as it employs to avoid unauthorized
disclosure, publication or dissemination of its own confidential information of like character,
but in no event less than reasonable care. Neither Contractor nor the State will () make any
use of the Confidential Information of the other except as contemplated by this Contract, (ii)
acquire any right in or assert any lienagainst the Confidential Information of the other, or _
(iii) if requested to do so, refuse for any reason to promptly return the other party's

_ ‘Confidential Information to the other party. Each party will limit disclosure of the other
party’s Confidential Information to employees and Subcontraciors who must have access

thereto in order to fulfill the purposes of this Contract. Disclosure to, and use by, a
Subcontractor is permissible where (A) use of a Subcontractor is authorized under this’
Contract, (B) such disclosure is necessary or otherwise naturally occurs in connection with
work that is within such Subcontractor's scope of responsibility, and (C) Contractor obligates

" the Subcontractor in a written Contract to maintain the State’s Confidential Information in

confidence. At the State's request, any employee of Contractor and of any Subcontractor
having access or continued access to the State’s Confidential Information may be required to
execute an acknowledgment that the employee has been advised of Contractor’s and the
Subcontractor’s obligations under this Section and ofthe employee’s obligation to Contractor
or Subconiractor, as the case may be, to protect such Confidential Information from
unauthorized use or disclosure.

News releases

News releases (including promotional literature and commercial advertisements) pertaining
to the ITB and Contract or project to which it relates shall not be made without prior written
State approval, and then only in accordance with the explicit written instructions from the
State. No results of the activities associated with the ITB and Contract are to be released
without prior written approval of the State and then only to persons designated.

Exclusions

Notwithstanding the foregoing, the provisions of this Section will not apply to any particular
information which the State or Contractor can demonstrate (i) was, at the time of disclosure
to it, in the public domain; (ii) after disclosure to it, is published or otherwise becomes part of
the public domain through no fault of the receiving party; (iii) was in the possession of the

receiving party at the time of disclosure to it without an obligation of confidentiality; (iv) was

received after disclosure 1o it from a third party who had a Jawful right to disclose such
information fo it without any obligation to restrict its further disclosure; or (v) was
independently developed by the receiving party without reference to Confidential _
Information of the furnishing party. Further, the provisions of this Section will not apply to
any particular Confidential Information to the extent the receiving party is required by law to
disclose such Confidential Information, provided that the receiving party (i) promptly
provides the furnishing party with notice of the legal request, and (ii) assists the furnishing
party in resisting or limiting the scope of such disclosure as reasonably requested by the
furnishing party. . :
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No Implied Rights

* Nothing contamed in this Section shall be construed as obhgatmg a party fo disclose any
particular Confidential Information to the other party, or as granting to or conferrmg ona
party, expressiy or impliedly, any. nght or Heense to the Conﬁdent;al Information of‘ the othEr
party.

Remedies
Each party acknowledges that, if it breaches (or attempts or-threatens to breach) its
obligations under this Section, the other party may be irreparably harmed, Accordingly, if a
court of competent jurisdiction should find that a party has breached (or attempted or -
threatened to breach) any such obligations, the: non-breaching party shall be entitled to seek
an injunction preventing such breach (or attempted or threatened breach).

Survival

The parties’ respective cbiigations under this Sect;on shall survive the termmatlon or
expiration of this Contract for any reason.

Destruction of Confidential Information

Promptly upon termination or cancellation of the Contract for any reason, Contractor shall
certify io the State that Contractor has destroyed all State Confidential Informauon

’SP (Initial)

FREEDOM OF INFORMATION ACT

" All information in a bidder’s proposal and the Contract is subject to the provisions of the Freedom

of Information Act. 1976 Public Act No. 442, as amended, MCL 15.231, et seq .
I P (nitial)
DISCLOSURE OF LITIGATION

The Contractor shall notify the State in its bid proposal, if it, or any of its subcontractors, or their

- officers, directors, or key personnel under this Contract, have ever been convicted of a felony, or

any crime involving moral turpitude, including, but not limited to fraud, misappropriation or
deception. Contractor shall promptly notify the State of any criminal litigation, investigations or
proceeding which may have arisen or may arise involving the Contractor or any of the Contractor’s
subcontractor, or any of the foregoing entities’ then current officers or directors during the term of
this Contract and three years thereafter.

The Contractor shall notify the State in its bid proposal, and promptly thereafler as otherwise
applicable, of any civil litigation, arbilration, proceeding, or judgments that may have arisen
againsl it or its subcontractors during the five years proceeding its bid proposal, or which may
occur during the term of this Contract or three years thereafter, which involve (1) products or
services similar to those provided to the State under this Coniract and which either involve a claim
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in excess of $250,000 or which otherwise may affect the vnab:hty or financial stab111ty of the

- Contractor , or {2} a claim or written aIIegatlon of fraud by the Contractor or any subcontractor
hereunder, arising out of their business activities, or (3) a claim or written allegation that the
Contractor or any subcontractor hereunder violated any federal, state or local statute, regulatlon or
ordinance. Multiple lawsuits and or judgments against the Contractor or subcontractor in any an
amount less than $250,000 shall be disclosed to the State to the extent they affect the financial
solvency and integrity of the Contractor or subcontractor

Allnotices under subsection 1 and 2 herein shall be provided in writing to the State within fifteen
business days after the Contractor learns about any such criminal or civil investigations and within
fifteen days after the commencement of any proceeding, litigation, or arbitration, as otherwise -
applicable. Details of settlements, which are prevented from disclosure by the terms of the
setilement, shall be annotated as such, Semi-annually, during the term of the Contract, and
thereafter for three years, Contractor shall certify that it is in compliance with this Section,
Contractor may rely on similar good faith certifications of its subcontractors, which cerhﬁcatlons
shall be available for inspection at the option. of the State.

"Assurances ~ In the event that such investigation, litigation, arbitration or other proceedmgs
disclosed to the State pursvant to this Section, or of which the State otherwise becomes aware,
during the term of this Contract, causes the State to be reasonably concerned about:

a. The ability of the Contractor or its subcontractor to continue to perform this Contract in’
accordance wnth its ferms and conditions, or

b.  Whether the Contractor or its subcontractor in performing services is engaged in conduct
which is similar in nature to conduct alleged in such investigation, litigation, arbitration or
other proceedings, which conduct would constitute a breach of this Contract or violation of
Michigan or Federal law, regulation or public policy, then

The Contractor shall be required to provide the State all reasonable assurances requested by the
Siate to demonstrate that: (a) the Contractor or its subcontractors hereunder will be able to

- continue to perform this Contract in accordance with its terms and conditions, (b) the Contractor or
its subcontractors will not engage in conduct in performing services under this Contract which is
similar in nature to the conduct alleged in any such litigation, arbitration or other proceedings.

*** The Contractor’s failure to fully and timely comply with the terns of this section, mcludmg
providing reasonable assurances satisfactory to the State, may constitute a material breach of this
Contract. -

. Y P gnitan

3.2 Vendor/Contractor Compliance with Laws
3.201 GENERALLY

Contractor/vendor shall keep informed of federal, state, and local laws, ordinances, rules,
regulations, orders, and decrees of bodies or tribunals having any jurisdiction/authority that in any
manner affects those engaged in or employed on the work done under this agreement or that in any -
manner affects the conduct of the work done under this agreement. Contractor shall observe and
comply with such laws, ordinances, rules, regulations, orders, and decrees. Contractor shall
indemnify the state for any civil claim or liabilities arising from a violation of such laws,
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ordmances, rules, regulatlons orders, or decrees, whether by itself or its employees even if wholly
or in part caused by a violation of such Iaws, ordinances, rules, regulations, ordets, or decrees by
the state or its agents or répresentatives. .

3.202 lNDEPENDENT PRICE DETERMINATION

1. By submlssmn of a proposal, the b1dder cemﬁes and in the case of a joint proposal each
. party thereto certifies as to its own orgamzat:on that in connection with this proposal:

a. The prices in the proposal have been atrived at mdependently, without consultation,
communication, or agreement, for the purpose of restricting competition as to any
maiter relating‘to such prices with any other bidder or with any competitor; and -

b. Unless otherwise required by law, the prices which have been quoted in the proposal

) have not been knowmgly disclosed by the bidder and will not knowingly be disclosed
by the bidder prior to award directly or indiréctly to any other bldder of to any
conpetitor; and

c.  Noattempt has been made or will be made by the bidder to induce any other person or
firm to submit.or not submit a proposal for the purpose of restricting competition,

2.  Each person signing the proposal cerlifies that she/he:

a. Isthe person in the bidder's organization responsible within that organization for the
decision as to the prices being offered in the proposal and has not participated (and will
not participate) in any action contrary to 1. a . b., and ¢, above; or

b.  Isnot the person in the bidder’s organization responsible within that organization for
the decision as to the prices being offered in the proposal but has been authorized, in
writing, to act as agent for the persons responsible for such decision in centifying that
such persons have not participated (and will not participate) in any action contrary to 1,
a., b., and ¢, above.

3. Should a bidder be awarded a Contract resulting from this RFP, and be found to have failed
to abide by the provisions set forth in this section, said entity will be in default of the
Contract. Consequenccs may include cancellation of the Contract {see section I- U
.Cancellation);

3.203 VENDOR/CONTRACTOR COMPLIANCE WITH STATE AND FEDERAL LAW AND

DEBARMENT

The bidder certifies, to the best of its knowledge that within the past (3) years, the bidder, an
officer of the bidder, or an owner of a 25% or greater interest in the vendor:

1) Has ,» Has Not A been convicied of a criminal offense incident to the application
for or performance ofa state contract or subcontract;

2)  Has , Has Not __)A__been convicted of any offense which negatively reflects on the
vendor’s business integrity, including but not limited to embezzlement, thefi, forgery,
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2)

3)

6)

- )

8)

9)

bribery, fals:ﬁcatlon or destruction of records, receiving stolen property, state or federal-
antitrust statutes;

Has ____, HasNot_X__been convicted of any other offense, violated any other state or
federal law law as determined by a court of competent jurisdiction or an administrative
proceeding, which, in the opinion of the Department, indicates that the vendor is unable to
perform responsibly or which reflects a lack of integrity that could negatively impact or
reflect upon the State of Michigan. An offense or violation under this paragraphmay

, include, but is not limited to, an offense under or violation of: Natural Resources and

Environmental Protection Act 1994 PA 451, MCL §§ 324.101 — 324.90106; the Michigan
Consumer Protection Act, 1976 PA 331, MCL §§ 445,901 — 445, 522;-1965 PA 390 (law
relating to prevailing wages on state projects), MCL §§ 408.551 — 408 558; 1978 PA 390
(law relating to payment of wages and fringe beriefits) MCL §§ 408.471 ~ 408.490; or a
willful or persistent violation of the Michigan Occupational Safety and Health Act, 1974 PA
154, MCL §§ 408.1001 — 408.1094; :

Has , Has Not __X___ failed to substantially perform a state contract or subcontract
according to its terms, conditions, and specifications within specified time limits;

Has , Has Not _X__ violated Depariment bid solicitation procedures or violated the
terms of a solicitation after bid submission;

Has____, HasNot_ X_ refused to provide information or documents required by a
contract mciudmg, but not limited to information or document necessary for momtonng
contract performance;

Has , Has Not _X___ failed to respond to requests for information regarding vendor
performance, or accumulated repeated substantiated complaints regarding performance of a
contract/purchase order; and

Has , Has Not _, failed to perform a state contract or subcontract in a manner
consistent with any applicable state or federal law, rule, regulation, order, or decree.

The vendor certifies and represents, to the best of his knowledge that the supplier and/or any
of it's Principles:

A, Are__.___, AreNot X presently debarred, suspended, proposed for debarment, or
declared ineligible for the award of a purchase by any state or federal agency

B. Has , Has Not 2& not with in a 3-year period preceding this bid, been
convicted or had a civil judgment rendered against them for commission of fraud or a
criminal offense in connection with obtaining, attempting to obtain, or performing a
public (federal, state, or local) purchase.

C. Are_____, AreNot & presem]yvindicted for, or otherwise criminally or civilly
charged by a governmental entity with, the commission of the any of the offenses
enumerated i in section 3.1{c) of this coniract. .
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3.205

3.206

D. The vendor Has , Has Not x within a 3- yeaf period preceding tlﬁs ,
solicitation had one or more purchases terminated for default by : any state or federal
agency., .

CERTIF]CATION REGARDING DEBARMEN’I‘ AND PROPOSED DEBARMENT

I) Principals for purposes of section 3. 203(9) means officers, directors, owners, partners, and
. any other persons having primary management or supervisory responsibilities within a
- business’ entlty

2)  The supplier shall provide immediate written notice to the state if, at any' time before the
purchase award, the supplier learns that its certification was erroneous when submitted or has
since become erroneous because of changed cir¢cumstances

3) A certification that any of the items in paragraph 3.203(9)(A) of this provision exists will not
necessarily result in withholding an award under this solicitation. However, the certification
will be considered in connection with a determination of the supplier’s responsibility,

Failure to furnish the certification or provide such information as requested by the state may
render the supplier nonresponsive

4)  Nothing contained in the foregoing shall be construed to require establishient of a system of
records in order to render, in good faith, the certification required by paragraph 3.203(9)(a)
of this provision. The knowiedge and information of a supplier is not required to exceed that
which is normally possessed by a prudent person in the ordinary course of commercially
reasonab]e dealings. :

5} Ifitis later determined that supplier knowing]y rendered an erreneous certification under this
provision, in addition to the other remedies available to the state, the state may terminate this
purchase for defauit,

VENDOR CAN REVIEW THE STATE’S DEBARMENT POLICY AT:
www.michigan.gov/doingbusiness (click on the link to Debarment Policy)

DEBARMENT OF SUB-CONTRACTORS

Contractor shall require each primary sub-contractor, whose sub contract will exceed $25,000, to
disclose to the contractor, in writing, whether as of the time of the award of the sub contract, the
sub-contractor, or its principals, is or is not debarred, suspended, or proposed for debarment by the
State of Michigan. The contractor shall then inform the state of the sub-contractor's status and
reasans for contractor’s decision to use such sub-coniractor, if contractor so decides.

ETHICS: GRATUITIES and INFLUENCE
Gratuities

The right of the contractor to proceed may be terminated by written notice, if the contracting
agency head or contract administrator determines that the contractor, its agent, or its
Tepresentative has offered or gave a gratuity, kickback, money, gifi, or any thing of value to
an officer, official, or employee of the state intended, by the graiuity, to obtain a contract or
favorable treatment under a contract.
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Vendor/Contract Has , Has Not K given or offered to give a @atmty, kickback,
money, gift, or any thing of value to a state official, officer, or employee intended to
-effectuate the awardmg of a confract or favorable treatment under a contract.

Influence

-~ The vendor/contractor by signing its proposal/bid hereby certifies to best of his or her
-, knowledge that no funds have been given to any stafe officer, official, or employee for-
influencing or attemptmg to influence such officer, official, or employee of the state.

33 Vendofl(tontractor Workplace Fitness
3.301 DRUG-FREE WORK PLACE

. The vendor/contractor certifies and agrees that it will provide a drug-free workplace byﬁ

A.  Publishing and providing to all of its employees a staiement notifying employees that the
unlawful manufacture, distribution, dispensing, possession, or use of a controlled substance
is prohibited in the vendor’s workplacc and specifying the actions that will be taken against
employees for violations of such prohibition; and

B.  Establishing a drug-free awareness program.to inform employees about (1) the dangers of
drug abuse in the workplace; (2) the vendor’s policy of maintaining a drug- free workplace;
(3) any available drug counseling, rehabilitation, and employee assistance programs; and (4)
the penalties that may be xmposed upon an employee for drug abuse violations occurring in
the work place; and

C. Notifying all employees in the statement required by subparagraph (A) above that as a
condition of continued employment the employee will (1) abide by the terms of the
statement; and (2) notify the employer of any criminal drug statute conviction for a violation
occurring in the workplace no later than five days after such conviction; and

D. Notifying the contracting state agency with in 15 days after receiving notice from an
employee under subdivision (C)(2) above, or otherw:se receiving actual notice of such -
conviction; and

E. Wilhin 30 days after receiving notice under subdivisidn (C)(2), imposing the proper
sanctions as communicated to the employee through the statement required by subparagraph
(A); and

F. Making a good-faith effort to maintain a drug- free work place through the implementation of
sub paragraphs (A) through (E) above.
j P {Initial}

3302 WORKPLACE SAFETY

1. In performing work under this Contract on State premises, the Contractor shall conform to
any specific safety requirements contained in the Contract or as required by law or
regulation. The Contractor shall take any additional precautions as the State may reasonably
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require for safety and accident prevention purposes. Any wolauon by the Contractor of such
safety requirements, rules, laws or regulations shall be a material breach of the Contract -
sub;ect to.the cancellation provisions contamed herein.

2:  Inperforming services for the State pursuant to this Contract the Contractor shall comply
with Department of Civil Service Rules 2-20 regarding Workplace Safety and 1-8.3
regarding Discriminatory Harassment. In addition, the Contractor shall comply with Civil

. Service Regulations governing workplace safety and discriminatory harassment and any

* applicable state agency rules on these matters that the agency provides to the Contractor.
Department of Civil Service Rules and Regulations can be found on the Department of Civil
Service website at www.michigan.gov/mdes.

3P (mitial)
3.303 WORKPLACE DISCRIMINATION

The Contractor represents and warrants that in performing services for the State pursuant to this
Contract, the Contractor agrees not to discriminate against any employee or applicant for-
employment, with respect to their hire, tenure, terms, conditions or privileges of employment, or
any matter directly or indirectly related to employment, because of race, color, religion, national
origin, ancestry, age, sex, height, weight, marital status, physical or mental handicap or disability.
The Coniractor further agrees that every subcontract entered into for the performance of any
Contract or purchase order resulting here from will contain a provision requiring non-
discrimination in employment, as herein specified, binding upon each subcontractor. This
covenant is required pursuant to the Elliot Larsen Civil Rights Act, 1976 Public Act 453, as
amended, MCL 37.2201, et seq., and the Persons With Disabilities Civil Rights Act, 1976 Public
Act 220, as amended, MCL 37.1101, ¢t seq., and any breach thereof may be regarded as a material
breach of the Contract or purchase order,

Vendor hereby represents that in performing this contract it will not violate The Civil Rights Act
of 1964, USCS Chapter 42, including, but not limited to, Title VII, 42 USCS §§ 2000¢ et seq.; the
Americans with Disabilities Act (ADA), 42 USCS §§ 12101 et seq.; or The Age Discrimination in
Employment Act of 1967 (ADEA), 29 USCS §§ 621, 623 et seq.; the Old Workers Benefit and
Protection Act of 1990 (OWBPA), 29 USCS §§ 626 et seq.; the Family Medical Leave Act of
1993 (FMLA), 29 USC §8§ 651 et seq.; or the Fair Labor Standards Act (FLSA), 29 USC §§ 201 et
seq.

, ¥ (Initial)
3.304 LABOR RELATIONS

Pursuant to 1980 Public Act 278, as amended, MCL 423.231, et seq., the State shall not award a
Contract or subcontract to an employer whose name appears in the cumrent register of employers
failing to correct an unfair labor practice compiled pursuant to Section 2 of the Act. A
Contractor of the State, in relation to the Contract, shall not enter into a Contract with a _
subcontractor, manufacturer, or supplier whose name appears in this register, Pursuant to Section
4 of 1980 Public Act 278, MCL 423.324, the State may void any Contract if, subsequent to award
of the Contract, the name of the Coniractor as an employer, or the name of the subcontractor,
manufacturer or supplier of the Contractor appears in the register,
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The Contractor represents and warrants that the company does not appear in the current register of
" employers failing to correct an unfalr labor practice.

: ‘S Y (nitial)

3305 RESERVED

- 3306 AFFIRMATIVE ACTION

Vendor.represents that it Has ; X , Has Not

_ developed and has on file an entity wide

affirmative action program.

3.307 LIABILITY INSURANCE

A,

Insurance

The Contractor is required to provide proof of the minimum levels of insurance coverage as
indicated below. The purpose of this coverage shall be to protect the State from claims-
which may arise out of or result from the Contractor’s performance of services under the
terms of this Contract, whether such services are performed by the Contractor, or by any

- subcontractor, or by anyone directly or indirectly employed by any of them, or by anyene for ‘

whaose acts they may be liable.

The Contractor waives all nghts against the State of Michigan, its departrnents divisions,
agencies, offices, commissions, officers, employees and agenis for recovery of damages to
the extent these damages are covered by the insurance policies the Contractor is required to
maintain pursuant to this Contract.

All insurance coverage provided relative to this Cont-racUPurchase Order is PRIMARY and
NON-CONTRIBUTING to any comparable liability insurance (including se}f-msurances)
carried by the State,

The insurance shall be written for not less than any minimum coverage specified in this
Contract or required by law, whichever is greater,

The insurers selected by Contractor shall have an A.M. Best rating of A or better, or as
otherwise approved in writing by the State, or if such ratings are no longer available, with a
comparable rating from a recognized insurance rating agency. Companies that have been
approved to do business in the State shall issue all policies of i insurance required in this
Confract.

_ See www.michigan.gov/cis

Where specific limits are shown, they are the minimum acceptable limits. If Contractor’s
policy contains higher limits, the State shall be entitled to coverage to the extent of such
higher limits.

Before both paries sign the Contract or before the purchase order is issued by the State, the
Contractor must furnish to the Director of Acquisition Services, certificate(s) of insurance
verifying insurance coverage (“Certificates™). The Certificate must be on the standard
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“accord” form or equivalent. THE CONTRACT OR PURCHASE ORDER NO. MUST
BE SHOWN ON THE CERTIFICATE OF INSURANCE TO ASSURE CORRLCT
FILING. . All Cerlificate(s) are to be prepared and-submitted by the Insurance Provider. All
Certificate(s) shall contain a provision indicating that coverage afforded under the policies
WILL NOT BE CANCELLED, MATERIALLY CHANGED, OR NOT RENEWED without -
THIRTY (30) days pnor written notice, except: for ten ( 10) days for non-payment of
premium, having been given to the Director of Acquisition Services, Department of

. Management and Budget, The notice must inchide the Contract or Pur chase Order number

“*"affected and be mailed to: Director, Acquisition Services, Depariment of Management and
Budget, P.O. Box 30026, Lansing, Michigan 48909. Failure to provide evidence of
coverage, may, at the State’s sole option, result in this Contract‘s termination.

The Contractor is required to pay for and provsde the type and amount of insurance checked
belﬂw .

1. Commercial General Liability with the following minimum coverage:

$2,000,000  General Aggregate Limit other than Products/Compieted Operations
$2,000,000  Products/Completed Operations Aggregate Limit

$1,000,000  Personal & Advertising Injury Limit -

$1,000,000  Each Occurrence Limit

$500,000 Fire Damage Limit (any one fire)

The Contractor must list the State of Michigan, its departments, divisions, agencies,
offices, commissions, officers, employees and agents as ADDITIONAL INSUREDS on
the Commercial General Liability certificate. The Contractor also agrees to provide
evidence that insurance policies contain a waiver of subrogation by the insurance
company.

2. If a motor vehicle is used to provide services or products under this Contract, the
Confractor must have vehicle liability insurance on any auto includmg owned, hired
and nan-owned vehicles used in Contractor's busmess for bodily injury and property
damage as required by law,

The Contractor must list the State of Michigan, its depariments, divisions, agencies,
offices, commissions, officers, employees and agents as ADDITIONAL INSUREDS on
the vehicle liability certificate. The Contractor also agrees to provide evidence that
insurance policies contain a waiver of subrogation by the insurance company.

3. Workers’ compensation coverage must be provided in accordance with applicable laws
governing the employees and employers work activities in the state of the Contractor’s
domicile. If a self-insurer provides the applicable coverage, proof must be provided of
approved self- insured authority by the jurisdiction of domicile. For employees working
outside of the state of qualification, Contractor must provide appropriate certificates of
insurance proving mandated coverage levels for the jurisdictions where the employees®
activities occur,

- Any certificates of insurance received must also provide a list of states where the
_coverage is applicable.
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The Contractor also agrees to provide evidence that insurance pohcxes contain a waiver -
of subrogation by the insurance company. This provision shall not be applicable where
prohibited or fimited by the laws of the junsdlctlon in which the work is to be
performed.

4.  Employers liability insurance with the following minimum lmits:

$100,000  each accident
$100,000  each employee by disease
$500,000  aggregate discase '

5. Employee Fidelity, including Computer Crimes, insurance naming the State as a loss
payee, providing coverage for direct loss to the State and any legal liability of the State
. arising out of or related to fraudulent or dishonest acts committed by the employees of
“Contractor or its Subcontractors, acting alone or in collusion with others, in 2 minimum
amount of one million dollars ($1,000,000.00) w1th a maximum deductible of fifty
thousand dollars ($50,000.00).

6.  Umbrella or Excess Liability Insurance in a minimum amount of ten million dollars
" ($10,000,000.00), which shall apply, at a minimum, to the insurance required in
Subsection 1 (Commercial General Liability) above,

7. Professional Liability (Errors and Omissions) Insurance with the following minimum
coverage: three million dollars ($3,000,000.00) each occurrence and three million
doilars ($3,000,000.00) annual aggregate,

8.  Fire and Personal Property Insurance covering against any loss or damage to the office
space used by Contractor for any reason under this Contract, and the equipment,
software and other contents of such office space, including without limitation, those
contents used by Contractor to provide the Services to the State, up to the replacement
value thereof, where such office space and its contents are under the care, custody and -
.control of Contractor, Such policy shall cover al risks of direct physical loss or
damage, including without limitation, flood and earthquake coverage and coverage for
computer hardware and software, The Stale shall be endorsed on the policy as a loss
payee as its interests appear.

SubcontractorS‘ .

Except where the State has approved in writing a Contractor subcontract with other insurance
provisions, Contractor shall require all of its Subcontractors under this Contract to purchase
and maintain the insurance coverage as described in this Section for the Contractor in
connection with the performance of work by those Subcontraciors. Alternatively, Contractor
may include any Subcontractors under Contractor’s insurance on the coverage required in
this Section. Subcontractor(s) shall fully comply with the insurance coverage required in this
Section. Failvre of Subcontractor(s) to comply with insurance requirements does not limit
Contractor’s liability or responsibility.

Certificates of Insurance and Qther Requirements
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Contractor shall furnish to the Office of Acquisition Services cert;ﬁcate(s) of insurance
verifying insurance coverage or providing satisfactory evidence of self-insurance as required

" in this Section (the “Cemﬁcates”) Before the Contract is signed, and not less than 20 days

before the insurance expiration date every year thereafier, the Confractor shall provide
evidence that the State and its agents, officers and employees are listed as additional
insureds, but only to the extent of liabilities assumed by Contractor as set forth in’
Indemnification Section of this Contract, under each commercial general fiability and
commiercial autornobile liability policy. In the event the State approves the representation of

** the State by the insurer’s attorney, the attorney may be required to be designated as a Special

Assistant Attomey General by the Attorney General of the State of Michigan.

Contractor shall maintain all required insurance coverage throughout thie term of the Contract
and any extensions thereto and, in the case of claims-made Commeycial General Liability

' policies, shall secure tail coverage for at least three (3) years following the expiration or-

termination for any reason’ of this Contract. ‘The minimum limits of coverage specified above
are not intended, and shall hot'be construed, to limit any liability or indemnity of Contractor
under this Contract to any indemmnified party or other persons. Contractor shall be
responsxble for all deductibles with regard to such insurance. If Contractor fails to pay any -
premium for required insurance as specified in this Contract, or if any insurer cancels or
significantly reduces any required insurance as specified in this Contract without the State’s
written consent, at the State’s election (but without any obligation to do so) after the State
has given Coniractor at least thirty (30) days written notice, the State may pay such premium
or procure similar insurance coverage from another company or companies; and at the State’s
election, the State may deduct the entire cost (or part thereof) from any payment due
Contractor, or Contractor shall pay the entire cost {or any part thereof) upon demand by the
State.

 3.308 ENVIRONMENTAL AWARENESS

Definition - "Environmentally preferable products’ means products that have a lesser or reduced
effect on human health and the environment when compared with competing products that serve
the same purpose. This comparison may consider raw materials acquisition, production,

manufacturing, packaging, distribution, reuse, operation, maintenance, or disposal of the product.

Environmental Purchasing Policy - Bidders able to supply products containing recycled and
environmentally preferable materials that meet performance requirements are encouraged to offer
them in bids and proposals,

A.

Recycled Packaging. Bidders may offer some or all of the following items listed below or
provide alternative proposal as to how packaging materials can be reduced, eliminated or
otherwise made more environmentally preferable. It is desirable that Bidders offer packaging
which:

a. is made from recycled content Wwhich meets or exceeds all federal and state recycled
content guidelines (currently 35% post-consumer for ail corrugated cardboard)

b. minimizes or eliminates the use of polystyrene or other difficult to recycle materials

¢. minimizes or eliminates the use of disposable containers such as cardboard boxes

d. provides for a return program where packaging can be returned to a specific location for
recycling ‘

e. contains materials which are easily recyclable in Michigan..
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B. Reeycled Content of Products Offered Bidders are expected to offer p-roducts using
recovered materials suitable for the intended use whenever posmble The followmg
deﬁmtions apply to ‘Recovered Material’:

‘Post- Consumer Waste is deﬁned as any products generated by a business or
consumer which have served their intended end use, and which have been separated or
diverted from solid waste for the purpose of recycling into a usable commodity or
‘product s -

'Secondary Waste', is defined as industrial by-products and wastes generated after
_completion of a manufacturing process that would normally be disposed.

All Bidders are requested fo indicate below an estimate of the percentage of recycled
‘materials, if any, contained in each item bid. Higher percentages of recycled materials are
preferred. All recycled products and packaging are required to perform at the level outlined
. in-bid requests.
20 % (Total estimated percentage of recovered materiai)
LO % (Estimated percentage of post-consumer material)
O % {Estimated percentage of secondary waste)

Certification

Tose fL P s (name of certifier), am an officer or employee responsible
for the performance of this contract and hereby certify that the percentage of recovered
material content for EPA-designated products met the applicable coniract specifications,

8P (nitian)

C. Clean Air and Water

Vendor certifies that any facility to be used in the performance of this contract
1S , IS NOT __X___ listed on the Environmental Protection Agency (EPA) List of
Violating facilities.

The vendor will immediately notify the staie, before award, of the receipt of any
communication from the EPA or the state, indicating that any facility that the vendor
proposes to use in the performance of this contract is under consideration to be listed on the
EPA List of Violating Facilities or any enforcement action. :

D. Mercury Content. It is the clear intent of stale agencies to avoid purchasing products that
contain mercury wherever possible. Bidders shall offer mercury-free products when
available. Should mercury-free alternatives not exist, as presently is the case with fluorescent
lamps, bidders shall offer the lowest mercury content available, Bidders shall disclose
whenever products contain added mercury by using the following formal.

(}() Product does not contain Mercury
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“( ) Product does contain Mercury (attach an explanation that includes: the amount or A
concentration of mercury, and Jusuﬁcatlon as to why that partzcular product is being
proposed)

Bidders shall ensuie that mercury added products containing mercury in excess of 1 gram or
250 ppm, shall be labeled: “contains mercury

E. Polybrominated Flame Retardents (BFR). ‘Bidders shall disclose whether the products
being offered contain toxic flame retardants, Bidders are encouraged to provide BFR-fiee
alternatives when available.

: (}{) Product does not contain BFR’s
( ) Product does contain BFR’s (attach an explanation)
F.. Hazardous Material Identification. ‘Hazardous material’, as used in this clause, includes -

any material defined as hazardous under the latest version of Federal Standard No. 313
(including revisions adopted during the term of the contract).

(1) The bidder raust list any hazardous material, as defined in paragiaph (a) of this clause,
to be delivered under this contract. The hazardous material shall be properly identified
and include any applicable identification number, such as National Stock Number or
Special ltem Number. This information shall also be included on the Material Safety
Data Sheet submitted under this confract.

Material Identification
{if none, insert Number
‘None?)

NOV\Q

(2)  This list must be updated dufing performance of the contract whenever the Contractor
determines that any other material to be delivered under this contract is hazardous.

(3) The apparently successful bidder agrees to submit, for each item as required prior to
‘award, a Material Safety Data Sheet for all hazardous material identified in paragraph
(1) of this clause. Data shall be submitted in accordance with Federal Standard No. 313,
whether or not the apparently successful bidder is the actual manufacturer of these
items. Failure to submit the Material Safety Data Sheet prior to award may result in the
apparently successful bidder being considered nonrresponsive and ineligible for award.

(4). If, after award, there is a change in the composition of the item(s) or a revision to '
Federal Standard No. 313, which renders incomplete or inaccurafe the data submitied
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under paragraph (3) of this clauée, the Contractor shall promptly notify the Contracting
"Officer and resubmit the data,”

5} - Nexther the requirements of this clause nor any act or failure fo act by the Govemment
shall relieve the Contractor of any responsibility or liability for the safety of
Government, Contractor, or subcontractor personnel or property.

(6) Nothing contained in this clause shall relieve the Contractor from complying with

applicable Federal, State, and local laws, codes, ordinances, and regulations (including
the obtaining of licenses and permits) in connection with hazardous material.

(" The Goyemment's rights in data furnished under this contract w;th respect to hazardous
. maferial are as follows:

(8) . To use, duplicate and disclose any data to-which this clause is applicable. The
putposes of this right are to:

" () .Apprise personnel of the hazards to which they.may be exposed in using,
handling, packaging, transporting, or disposing of hazardous materials;
(ii} Obtain medical 1reatment. for those affected by the material; and

(iify Have others use, duplicate, and disclose the data for the Government for
these purposes.

(b) To use, duplicate, and disclose data fumished under this clause, in precedence
over any other clause of this contract providing for rights in data.

(¢) The Govemment is not precluded from usmg similar or identical data
acquired from other sources.

Waste Reduction Program Contractor shall establish a program to promote cost-effective
waste reduction in all operations and facilities covered by this contract. The Coniractor's .
programs shall comply with applicable Federal, State, and local requirements, specifically
including Section 6002 of the Resource Conservation and Recovery Act (42 U.S.C. 6962, et .
seq.). The following definitions apply to ‘Waste Reduction’:

‘Recyeling’, means the series of activities by which materials that are no longer useful
to the generator are collected, sorted, processed, and converted into raw materials and
used in the production of new products.” This definition excludes the use of these
materials as a fuel substitute or for energy production.

“Waste prevention’, means any action undertaken to eliminate or reduce the amount, or
the toxicity, of materials before they enter the waste stream. Thig action is intended to
conserve resources, promote efficiency, and reduce pollution." Waste prevention
includes reduction and reuse, but not recycling,

‘Waste reduction’, means any practice, such as an equipment or technology
modification, a process or procedure modification, a reformulation or redesign of a
produce, a subsfitution of raw materials, or improved management, training, or
inventory control, which practice is undertaken by a person to directly or indirecily
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reduce the volume or quantity or toxicity of waste that may be released into the
_environment or that is treated at a location other 'than the Jocation where it is produced,

‘Pol]utlon Prcvenuon is deﬁned as the practlce of minimizing the generation of waste
at the source and, when wastes can not be prevented, utilizing environmentally sound
on-site or off-site recycling or reuse, The term includes equipment or technology
modifications, process or procedure modifications, product reformulation or redesign,
and raw material substitutions.. Waste treatment, control, management, and disposal are
not considered pollution prevention, per the definitions under ‘Part 143, Waste
Minimization, of the Natural Resources and Env:ronmental Protection Act (NREPA), -
1994 PA 451, as amended. -

H. Ozone Depleting Substapceg

'Ozoﬁe—depleting substance’, as used m this clause, means any substance the Environmental
Protection Agency designates in 40 CFR part 82 as:

(1} Class I, inciuding, but not limited to, chlorofluorocarbons, halos, carbon tetrachloride,
and methyl chloroform,; or

(2) Class II, including, but not limited to, hydro chlorofluorocarbons.

The Contractor shall label products which contain or are manufactured with ozone-depleting
substances in the manner and to the extent required by 42 U.8.C, 7671j (b), (¢), and (d) and
40 CFR part 82, Subpart E, as follows:

‘Warning: Contains (or manufactured with, if applicable)

___(insert the name of the snbstance(s) ), 8 substance(s)
which harm(s) public health and environment by destroying ozone in the upper atmosphere.’

1. Refrigerétion and Air Conditioning

The Contractor shall comply—with the applicable requirements of Sections 608 and 609 of the
Clean Air Act (42 U.S.C. 7671g and 7671h) as each or both apply.to this contract.

J.  Emergency Planning and Community Right-to-Know Reporting - By signing this offer,
the bidder certifies that:

(1) The owner or operator of facilities that will be used in the performance of this contract
" is in compliance with the filing and reporting requirements described in sections 302,
304, 311, 312 and 313 of the Emergency Planning and Community Right-to-Know Act
of 1986 (EPCRA) (42 U.S.C. 11001, et. seq.) and section 6607 of the Pollution
Prevention Act of 1990 (PPA) (42 U.S.C. 13101, et. seq.). EPCRA filing and reporting
requirements include emergency planning notification, release reporting, hazardous
chemical inventory reporting, and toxic chemical release inventory (TRI) reporting,

(2) The owner or operator of facilities that will be used in the performance of this contract
will maintain compliance with the filing and reporling requirements described in
sections 302, 304, 311, 312 and 313 of the Emergency Planning and Community Right-
to-Know Act of 1986 (EPCRA) (42 U.S.C. 11001, et. seq.} and section 6607 of the
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- Pollution Prevention Act of 1990 (PPA) (42 U.S.C. 13101, et. seq. )for the life of the

¢ontract,

TP (inital)

3.309 KNOWLEDGE OF CHILD LABOR FOR LISTED END PRODUCTS .

(a) ‘Forced or indentured child labor’, means all work or service;

' (1) Exacted from any person under the age of 18 under the menace of any penalty for its
nonperformance and for which the worker does not offer himself voluntarily; or

(2) Performed by any person under the age of 18 pursuant 1o a-contract the enforcement of
which can be accomplished by process or penalties.

(b) Listed end products. The following end product(s) being acquired under this solicitation is
(are) included in the List of Products Requiring Contractor Certification as to Forced or
Indentured Child Labor, identified by their country of origin. There is a reasonable basis to
believe that listed end products from the listed countries of origin may have been mined,

produced, or manufactured by forced or indentured Ghlld labor

Listed End Product

Listed Country of
Origin

(¢) Certification. The State will not make award to a bidder unless the b:dder, by checking the
appropriate block, certifies to one of the following: ,

( X) The bidder will not supply any end product listed in paragraph (b) of this prowsnoﬁ that
was mined, produced, or manufactured in a corresponding country as listed for that end

product.

{ ) The bidder may supply an end produect listed in paragraph (b) of this provision that was
mined, produced, or manufactured in the comresponding country as listed for that
product. The bidder certifies that it has made a good faith effort to determine whether
forced or indentured child labor was used to mine, produce, or manufacture such end
product. On the basis of those efforts, the bidder certifies that it is not aware of any such

use of child labor.

3.310 FORCED LABOR, CONVICT LABOR, OR INDENTURED SERVITUDE MADE

MATERIALS

Contractor hereby represents and certifies that, to the best of his /her knowledge and belief no
foreign (outside of the U.S.) made equipment, materials, or supplies, furnished to the stdte under’
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this agreement, have been produced in whole or in part by forced labor, conwct labor, or
indéntured servitude.

© 34 VehdorlContractor Demographics
3.401 SMALL BUSINESS REPRESENTATION
The. vendor represents and cerfifies that it IS X ; ISNOT _____ a small business concern and
thatall ____, NOT-ALL _¥X_ _enditemsto be furmshed will be manufactured or produced by

3.402

3.403

a small business concern in the US, its territories or possessions, Puerto Rico, or the Trust
Territory of the Pacific Islands :

Provide the fol';owing information:

"3 (Bstimate # of employees)

$.300,000 (Estimate of annual revenue)

WOMEN, MINORITY, OR VETERAN-OWNED SMALL BUSINESS REPRESENTATION
DEFINITIONS:

“Women-owned business’, means a small business that is at least 51% owned by a woman'or
women who are US citizens and who control and operate the business

The vendor represents that it 1S , ISNOT X a women-owned small business,

‘Minoritv-owned business’, means a small business that is at least 51% owned by a minority or
mincrities who are US citizens and who control and operate the business

The vendor represents ibat it IS . ISNOT X a minority owned small business.

"Veteran-owned business’, means a small business that is at least 51% owned by a veteran or
veterans who are U.S. citizens and who controi and operate the business

The vendor represents that it IS , ISNOT. X a veteran owned small business.

The Contractor represents and warrants that the company meets the above (when checked) and can
provide supportive documentation upon reguest.

OWNERS AND OFFICERS

Vendor must list all owners or officers that hold a 25% interest or more in the company (use
attachment if necessary):

Name and Title % of Inferest or -

Ownership
Cl'mrhj Letosratay QS‘/-
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3.5 State Concerns
3. 501 GENERAL COMPANY DEMOGRAPHICS

3.502

1.

2.

5.

CompanyName: Ameflfcm Ac-fvanq\ CUASVI"}'IA é‘fav'{x LLQ

Company. Address:

330. WﬁSL:nj”'dﬂ B\VA Soue 30?
N\a,»:nq 'De‘ QQ;} . CA qol“ll

Principle Place of B_usinesé (zip code): oLy

Organization type

(%) Limited Liability Company

) Limited Liability partnership

} Corporation

) Partnership

)} Health Care Provider

)} Hospital or extended care facility
) Sole Proprietorship

) Other:

P e N R W W

Year of establishment oo\

BUSINESS OWNED BY PERSONS WITH DISABILITIES

DEFINITION; ‘Business owned by persons with disabilities', means a business in which all of
the following apply: ‘

1.

2,

3

More than 50% of the voting shares or interest in the business is owned, controlled, and
operated by 1 or more persons with disabilities .
More than 50% of the net profit or loss is attributable to the business accrues fo shareholders
who are persons with disabilitics

More than 50% of the employees of the business are residents of this State of Michigan DMB.

The vendor represents that it 1S , ISNOT X a smal} business owned by persons with
disabilities. L
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"Fraudulently representing information about the use of businesses owned by persoris with
disabilities to procure this contract is.a violation of the Business Opportunity Act For Persons with,
Disabilities of 1988, PA 112, MCL 450,791 — 450,795, A pers'on who knowingly violated this act
is guilty of a felony, punishable by imprisonment up to 2 years in prison, or a fine not less than

_ $5,000. A person found guilty of vnolatmg this act shall be barred from obtammg future contracts
with the state, -

3.503 CQMMUNITY REHABILITATION ORGANIZATION (Formerly Sheltered workshops)

DEFINITION: ‘Community rehabﬂltatmn organization’, means a charitable organization or

institution conducted not for profit, but for the purpose of carrying out-a recognized program of
_rehabilitation for handicapped workers, which prowdés those individuals with remunerative

employment or other occupational rehab:lltatmg activity of an educational or therapeutic nature

. The vendor represents that it IS ______ IS NOT X a community rehabilitation orgamzatlon
3.504 CERTIFICATION OF A MICHIGAN BASED BUSINESS

DEFINITION: To qualify as a Michigan business, vendor must have during the 12 months
immediately preceding this bid deadline, or if the business is newly established, for the penod the
business has been in existence, it has (check all that apply):

( ) Filed a Michigan single business tax return showing a portion or all of the income tax base
allocated or apportioned to the State of Michigan pursuant to the Michigan Single Business
Tax Act, 1975 PA 228, MCL §§ 208.1 - 208.145; or

( ) Filed a Michigan income tax refurn showing income generated in or attnbu!ed to the State
of Michigan; or

( ) Withheld Michigan income tax from compensation paid to the bidder’s owners and
remitted the tax fo the Department of Treasury; or

I certify that I have personal knowledge of such filing or withholding, that it was more than a
nominal filing for the purpose of gaining the status of a Michlgan business, and that it indicates a
significant business presence in the state, considering the size of the business and the nature of its
activities.

- T authorize the Michigan Department of Treasury fo verify that the business has or has not met the
criteria for a Michigan business indicated above and to disclose the verifying information to the
procuring agency.

Toseh Pids

Authorized Agent Name (print or type)

Lk Lt

Authorized Agent Signature

Fraudulent Certification as a Michigan business is prohibited by MCL 18,1268 §268. A
BUSINESS THAT PURPOSELY OR WILLFULLY SUBMITS A FALSE CERTIFICATION
THAT IT IS A MICHIGAN BUSINESS OR FALSELY INDICATES THE STATE IN WHICH
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3.505

IT HAS ITS PRINCIPAL PLACE OF BUSINESS IS GUILTY OF A FELONY; PUNISHABLE
BY A FINE OF NOT LESS THAN $25,000,

Bidder shalt-also indicate one of the folfowing:

D Bidder qualifies as a Michigan business (provide zip code: )

B Bidder cfoes not qualify as a Michigan business (provide namie of State: < A )

in Principle place of business is outside the State of Michigan, however service/commodity

provided by.a location within the State of Michigan (provide zip code: -
1 .

PLACE, OF PERFORMANCE

Bidder must obtain the approval of the Director of Acquisition Services before using a place of

_performance that is different from the address that bidder provided in their bid.

(&) The bidder, in the performance of the confract, INTENDS X , DOESNOT INTEND

“to use one or more plants or facilities located at a different address from the address
of the bidder as indicated in this bid, :

" (b) If the bidder checks “intends" in paragraph {a) of this provision, it shall insert in the spaces

3.506

provided below the required information:

Place of Performance Owner/Operator of Percent (%) of
Full address facility to be used Contract value to
. . be Performed at
208 w. M Valley Dr Taupl\ ? Hs listed Location
Lo Hﬁ}'v“\\n L TX —1bo3q ) . 507
29020 &o:m\ A‘s(a+
Cor dafes Lancl . TX 8038 Vo une Mot [ o7~
FORMER STATE EMPLOYEES

Vendor certifies that there ARE , ARE NOT _X__ former state employees involved in the
performance of this contract. .

1f former state employees are involved in the performance of this contract, vendor must provide

the following information

Vendor hereby represents that the following employees involved in the performance of this
contract are former state employees (use attachment if necessary).

Name Department, Date of Employment
- Division -
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DOMESTIC END PRODUCT

DEFINITION: " ‘Domestic end product’, means one that is manufactured within the United States
and the cost of the domestic componenits exceeds 50% of the cost of all the components,

The vendor hereby certifies that the product to be provided, except those listed below, are a
domestic end produect, and that components of unknown origin have not been mined, produced, or
manufactured outside the United States (use attachment if needed): ) '

Excluded End Products Country of Origin

_ Y (mitialy
USE TAX

Companies (and their affiliated organizations) that are awarded contracts are required to be
registered and to remit sales and use taxes on taxable sales of tangible personal property or
services delivered into the state of Michigan This is required of all companies that are awarded
contracts. Those companies that jack sufficient “preserce™ in Michigan to be required to register
and pay tax must do so as a “volunteer®. This requirement extends to; (1) ALL MEMBERS OF
ANY CONTROLLED GROUP AS DEFINED IN § 1563(A) OF THE Internal Revenue Code and
applicable regulations of which the company & a member, and (2) all organizations under common
control as defined in § 414(c} of the Internal Revenue Code and applicable regulations of which
the company is a member that make sales at retail for delivery into the state of Michigan are
registered with the State of Michigan for the collection and remittance of sales and use taxes. In
applying treasury regulations defining “two or more trades or businesses under common control”
the term “organization” means sole proprietorship, a partnership (as defined in § 701(a)(2) of the
Internal Revenue Code), a trust, an estate, a corporation, or a limited liabilily company.,

The requirement of remittance could be limited to the bidder only without inchuding affiliate

‘companies, :

Contractors and their affiliates as defined in the paragraph above must register for and remit sales

and use tax on all taxable sales of tangible personal property or services delivered to the state of
Michigan

X% (nitial)
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. 3509 TAX EXCLUDED FROM PRICE

Contract price excludes all State and local taxes levied on or measured by the. contract or sales
price of the services or completed supplies furnished under this contract. The Contractor shall state

" separately on its invoices taxes excluded from the contract price, and the Government agrees either

3.510

3.511

to pay the amount of the taxes to the Contractor or provide evidence necessary to sustain an
exemption.

TAX PAYMENT

Contractors are expected to collect and pay all applicable federal, state, and local employment
taxes for all persons involved in the resulting Contract.

The State may refuse to award a coniract to any vendor who has failed to pay any applicable state
taxes, The State may refuse to accept vendor’s bid, if véndor has any outstanding debt with the
State of Michigan. Prior to any award, the State will verify whether vendor has any outstanding
debt with the State.

Vendor hereby certifies that all applicable state taxes are paid as of the date of bid submission, and
that vendor owes no outstanding debt to the State of Michigan,

XC  (mitial)
USE OF OTHER SOQURCES AS SUBCONTRACTORS
The State has sources of supply and services that are mandatory. The state may use the information

provided under this section and 3.502 and 3,503 in determining future awards and vendor standmg
with the state.

(1) Persons with disabilities

See Paragraph 3.502 for definition and penalty for fraudulent represents this information,

Vendor IS , ISNOT X purchasing supplies and/or service from a business owned
by persons with disabilities in the performance of this contract.

Vendor has contracted for % of supplies and services needed for the
performance of this contract, which equals § , from a business owned by
persofis with disabilities (estimates or approximates are acceptable).

Vendor(s) Name:

(2) Community Rehabilitation Ofganizations (CRO) (formerly sheltered workshops)

See Paragraph 3.503 for definition.
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3.516 RESERVED
3517 SERVICES NEEDED IN PERFORMANCE
Vendor hereby certifies that services to be purchased to enable vendor to perform this agreement ,

will be purchased from a business having its principle place of business in the State of Michigan,
except those listed below (use additional attachment if necessary; estimates arc acceptable): -

Description of Service Percent (%) of total Service providers principal
~ to be purchased contract - place
value to be purchased of business {City and State)

3.518 EMFLOYEE AND SUBCONTRACTOR CITIZENSHIP

Vendor hereby certifies that all employees, contractors, subcontractors, and any other individual
involved in the performance of this contract, except these listed below, are citizens of the United .
States, legal residert aliens, or individuals with valid visa (use additional attachment if necessary,;
estimates are acceptable):

Employee Name Title

3.6 Changes to Disclosures
If any of the certifications, representations, or disclosures indicated in this document change after
awarding of a contract, the Contract is required to report those changes immediately to the Department of
. Management and Budget, Acquisition Services.

3.7 State Assertions

If the state finds that grounds to debar exist, it shall send notice to the vendor of proposed debarment
indicating the grounds for proposed debarment and the procedures for requesting a hearing. If the vendor
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does not respond with a written request for a hearing with in twenty (20} calendar days, the state shall
issue the decision to debar without a hearing, The debarment period may be of any length up to eight (8)

years. After the debarment period expires, the-vendor may reapply for inclusion on bidder lists through
" the regular application process. Authority given by Executive order 2003-1. )

ANY FALSE CERTIFICATION OF ANY OF THE PRECEEDING PROVISIONS 1S GROUNDS FOR
DEBARMENT AND WILL GIVE THE STATE THE RIGHT TO INVOKE ALL REMEDIES
AVAILBLE TO IT UNDER THIS CONTRACT.

I HEREBY CERTIFY TO THE BEST OF MY KNOWLEDGE AND BELIEF, THAT THE
REPRESENTATIONS AND CERTIFICATIONS MADE HEREIN BY THE
VENDOR/CONTRACT OR/SUPPLIER ARE ACCURATE AND CURRENT AS OF THE DATE
INDICATED BELOW ) . .

Am@.(‘idah AC‘}VM‘“-:\\ (f)-ﬂSc/H‘:M, 6"(9./][) LLC

Name of Vendor/contraetorlsuppj]ier

230 ~Wﬂ‘5{\‘l—\q“or\‘ BivA, 5v:+( 30‘2?
Munring De\’ﬁe;f , CA Q0297

Address of supplier

P (3\0) 306- 594 F(31s) 823~7513 ' .
Telephone and fax No. of supplier

Qo4 Vo

Signatﬁr/e of supplier’s anthorized representative

Conse H;ﬂq /4(+Uq_/v

Title of Suppfier répresen(ative

8/30/04

Date
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APPENDIX A
STATEMENT OF WORK - P&C

We have scheduled an examination of , a property and casualty insurance company. The scheduled examiner-
in-charge is . The approximate timeframe for the examination is . We anticipate the acluarial
work to commence approximately _ . This examination will cover the period from____ . Attached
electronically is pertinent financial data as of December 31, . Additional financial information is available
electronically on the NAIC’s website at www.naic.org.

The Office of Financial and Insurance Services (OFIS) needs a property and casualty actuary to opine to the adeguacy of
the actuarially determined assets and liabilities of the Company as of December 31, . The following is a list
of the annual staiement line items that the NAIC requires actuaries to opine o at a minimum and the balance at
December 31,

Page 3, line 1 Losses $
Page 3, line 3 Loss Adjustment Expenses

The actuarial firm awarded this contract is responsible for opining on all actuarially determined items in the annual
statement.

The certification must be on both gross and net reserves as of . The cenlification must mest the standards as
set forth by the NAIC. As a point of clarification, the actuarial firm awarded this examination is responsible for reconcifing
" all data used back to schedule P - Part 1.

The Gompany's independent actuary is

The actuarial firm must deliver a draft actuarial report no later than the completion of OFIS on-site fieldwork. At least four
copies of the finalized actuarial report and opinion must be delivered to OFIS no later than one week after the actuarial
firm receives approval from OFIS to finalize the report and opinion. The actuarial firm that performed the analysis during
the last examination is preciuded from award of this actuarial work. Please do not submit a proposal if your firm
performed the analysis during the last examination.

Please be aware that the scheduling of the examination aciivity is subject to change. H for some unforeseen reason an
examination listed above is rescheduled for next year, the contractor awarded this examination will be given the
opporiunity to perform the cettification for the same price as originally quoted. if the contractor does not want to perform
the cerification, the examination will be sent out to the entire pool for an opporiunity to bid.

Proposal Due Date:

If you have done work for the Company in the previous two years, you cannot be considered for this examination. To bid
on this examination, prepare and submit your bid in electronic format (i.e., Microsoft Word, Adobe Acrobat PDF) via e-mail
to OFIS by 5 p.m., . Responses recelved after this date and time will not be considered.

Proposal Format and Content:
Your proposal should provide a flowchart of the tasks that will be performed, the individual assigned to perform each task

and the time that will be spent in completing the task. You must specifically detail previous experience in analyzing
companies of similar size and complexity, and the amount of work with similar companies. The proposal should also
address how work will be performed and reporis prepared in a timely manner if you are awarded the maximum of three
contracts in any one round of bidding.

A price bid must provide a breakdown of the iolal estimated number of hours fo complete a project and the total cost of
the certification, including travel costs. The fravel costs should be provided as a separate amount added to the total cost
of cettification. Once a contract has been awarded, the bid price will remain firm. Additional funds will not be paid due to
cost overruns.
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APPENDIX B
STATEMENT OF WORK - LIFE

We have scheduled an examination of . a lile and health insurance company. The scheduled examiner-in-
charge is . The approximate timeframe for the examination is . We anticipate the actuarial
work o commence approximately . This examination will cover the period from . Attached
electronically is pertinent financial data as of December 31, . Additional financial information is available
electronically on the NAIC’s website at www.naic.org.

The Oftice of Financial and Insurance Services {OFIS) needs a life and health actuary to opine to the adequacy of the
actuarially determined assets and liabilities the Company as of December 31, . The following is a list of the annual
statement line items that the NAIC requires actuaries to opine to at a minimum and the balance at December 31,_:

Aggregate Reserve for Life Policies and Contracts (Exhibit 5){Pg 3, Line1) : $
Aggregate Reserve for Accident and Health Policies {Exhibit 6)(Pg 3, Line 2}

Liability for Deposit-type Contracts (Exhibit 7}(Pg 3, Line 3)

Policy and Contract Claims (Exhibit 8)(Pg 3, Line 4)

Policyholders’ Dividends Due and Unpaid (Exhibit 4}(Pg. 3, Line 5)

Provision for Policyholders’ Bividends Payable in Following Year (Pg. 3, Line 6)

Separate Accounts (Pg. 3, Line 27)

Net Deferred and Uncollected Premiums (Pg 2, Line 16 &17)

The actuarial firm awarded this contract is responsible for opining on all actuarial iterns in Exhibits 4, 5, 6, 7 and 8, and
" any other actuarially determined items in the annual statement. The cettification must meet the slandards as set forth by
the NAIC.

The Company's independent actuary is

As part of the work on this examination, the actuarial firm is expected to review asset/liability cash flow issues. The firm
should perform the foilowing, if necessary:

» review propriety of Company procedures to determine that reserves are supported by assets with suitable maturities
and cash flows,

« review cash flow projections of the Company and determine the impact on reserves, if any. Factors reviewed shall
include, at a minimum:

asset default, credit quality and liquidity risks inherent in the underlying assets (C-1 risk),

profit margin inherent in the book of business {C-2 risk},

degree of asset/liabilily mismatch (C-3 risk),

degree of conservatism in the valuation basis (really a component of C-2 risk),

the assumed sensitivity of the liabilities to interest rate movements {a component of C-3 rigk), and

the stralegies utilized for reinvestment and interest crediting.

DOPR N

The actuarial firm must deliver a draft acluarial report no later than the completion of the OFIS on-site fieldwork. At least
four copies of the finalized actuarial report and opinion must be delivered to OFIS no later than one wesk after the
actuarial firm receives approval from OFIS o finalize the report and opinion. The actuarial firm that did the analysis on the
last exam is precluded from award of this actuarial work. Please do not submit a proposal if your firm performed the
analysis during the last examination.

Please be aware that the scheduling of the examination activity is subject to change. If for some unforeseen reason an
examination listed above is rescheduled for nexi year, the contractor awarded this examination will be given the
opportunity to perform the certification for the same price as originally quoted. i the contractor does not want to perform
the certification, the examination will be sent out to the entire pool for an opportunity to bid,

Proposal Due Date:

If you have done work for the Company in the previous two years, you cannot be ¢onsidered for this examination. Te bid
on this examination, prepare and submit your bid in electronic format {i.e., Microsoft Word, Adobe Acrobat PDF) via e-mail
to OFiS by 5 p.m,, . Responses received afler this date and-time will not be considered.
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Proposal Format and Content:
Your proposal should provide a flowchart of the tasks that will be performed, the individual assigned to perform each task

and the time that will be spent in completing the task. You must specifically detail previous experience in analyzing
companies of similar size and complexity, and the amount of work with similar companies. The proposal should also
address how work wili be performed and reports prepared in a timely manner if you are awarded the maximum of three
contracts in any one round of bidding.

A price bid must provide a breakdown of the total estimated number of hours to complete a project and the total cost of
the cettification, including {ravel costs. The travel costs should be provided as a separate amount added to the total cost
of cettification. Once a contract has been awarded, the bid price will remain firm. Additional funds will not be paid due to
cost overruns.
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~ APPENDIX C
Contractors Proposal
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AMERICAN ACTUARIAL CONSULTING GROUP LL.C

PROPERTY & CASUALTY INSURANCE CONSULTANTS

August 30, 2004

Mrt, Greg Faremouth

State of Michigan

Department of Management and Budget Acquisition Services
2™ Floor, Mason Building

530 West Allegan Street

Lansing, MI 48933

Re: Invitation to Bid 07114001365 Actuarial Services
Dear Mr. Faremouth:

American Actuarial Consulting Group LLC (“AACG”) is pleased to present this proposal to the
Department of Management and Budget Acquisition Services (“Acquisition Services”) in order
to pre-qualify for the pool of firms which provide actuarial consulting services in connection
with financial examinations of property & casualty insurance companies.

Our firm’s sole objective is to assist state regulatory authorities with their various property &
casuaity actuarial consuiting needs. As we do not market our services to insurance companies,
and therefore stay away from potential conflicts of interest, Acquisition Services can be assured
that our analyses will be completed with the highest degree of independence and objectivity.

We accept the terms and conditions of Invitation to Bid 07114001365 Actuarial Services without
change,

We look forward to being of assistance to Office of Financial and Insurance Services (“OFIS”)
from our Texas and California offices. Do not hesitate to contact me should you have any
questions regarding this proposal.

Sincerely,

Joseph Pitts, FCAS, MAAA
Consulting Actuary

330 WASHINGTON BLVD., SUTE 308, MARINA DEL REY, CALIFORNIA 90292
PHONE (310} 3066596 — FAX(310) 8237513
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H INTRODUCTION
General Information

American Actuarial Consulting Group LLC is a dynamic and independent firm which specializes
in assisting State Insurance Departments with their various property & casualty actuarial
consulting needs. We provide prompt, innovative, and personalized solutions to any problem,
Morecver, we are committed to providing unparalleled service with the highest degree of ethics
and professionalism.

Our actuaries have a strong understanding of the financial examination process and have
performed hundreds of loss reserve analyses covering all types of insurance. We provide
prompt, innovative, and personalized solutions to any problem. Moreover, we are committed to
- providing unparalleled service with the highest degree of ethics and professionalism,

Our actuarial reports are written so that they can be understood by non-actuaries. Our actuarial
reviews follow the standards and principles established by the Actuarial Standards Board of the
American Academy of Actuaries as well as the statutory accounting principles of the National
Association of Insurance Commissioners (“NAIC”) Accounting Practices and Procedures
Manual. Our statutory examination procedures follow the standards set forth in the NAIC
Financial Condition Examiners Handbook,

AACG is a frequent speaker at the Career Development Seminar, hosted by the Society of
Financial Examiners. At the 2002, 2003, and 2004 seminars, we made various presentations
discussing property and casualty actuarial concepts and the interaction between actvaries and
financial examiners. We are scheduled to make similar presentations at the 2005 seminar as well.

AACG carries professional liability insurance as well as general liability insurance. Proof of
insurance is available 1o Acquisition Services npon request.

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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Company Information

Name of Company: American Actuarial Consulting Group LLC
Type of Entity: Limited Liability Company

Federal Tax Number: 95-4873173

Contact Person: Charles Letourneau

E-mail: letourneau@azcglle.com

Telephone Number: (310) 306-6596

Fax Number: | (310) 823-7513

Mailing Address: P.O. Box 9700, Marina del Rey, CA 90295

Address — CA Office: 330 Washington Blvd.,, Suite 308, Marina del Rey, CA 90292
Address ~ TX Office: 205 W. Mill Vailey Drive, Colleyville, TX 76034

AACG was founded in 2001 and has offices in Texas and California. AACG is fully owned by:
its consulting actuaries and is treated as a partnership for tax purposes.

Understanding of Engagement

We have carefully reviewed the information provided in the Invitation to Bid #07114001365
Actuarial Services. We understand that OFIS expects an actuarial review of loss and loss
adjustment expense reserves, as well as the review of other items such as policy reserves,
policyholder dividends, risk-based capital, cash flow testing, and complex reinsurance
agreements and transactions, in connection with the financial examination of domestic insurance
companies. We also understand that OFIS expects all actuarial data to be reconciled back to the
annual statement of the company being examined. OFIS requires each selected contractor to
work closely with the examiner in charge and keep them informed of any issues that arise during
the examination,

The detailed steps followed by AACG during a financial examination can be found under the
‘Availability of Resources and Methods of Performance’ section of this proposal. '

We believe our experience and the regulatory emphasis of our firm as well as our understanding
of OFIS’s requirements will enable us to provide OFIS with the assistance needed to effectively
complete its financial examinations,

Certifications and Representations

We have included the coinpieted exhibits in the Appendix as instructed in the Invitation to Bid,

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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B EXPERIENCE, EXPERTISE AND RELIABILITY
Professional Backgrounds

Our actuaries are Fellows of the Casualty Actuarial Society and Members of the American
Academy of Actuaries and are considered experis in loss reserve certification. They have
demonstrated a solid understanding of the financial examination and actuarial reserving
processes as well as years of professional commitment to the actuarial and insurance fields.

We believe that the experience and qualifications of our consultants makes AACG  an
outstanding candidate to assist OFIS with the financial examination of Michigan domestic
insurance companies,

Charles Letournean, FCAS, MAAA

Mr, Letourneau started AACG after obtaining reserving, pricing, and project expertise in all
property and casualty (*P&C”) lines of business. Before starting AACG, he served as a
consulting actuary in Ernst & Young LLP’s (“E&Y™) National Actuarial Services Group, where
he provided actuarial consulting services to State Insurance Departments, govermnmental
agencies, insurance companies, and self-insured clients. His responsibilities included performing
loss reserve analyses and recommending proper reserve levels, building complex financial
models, and developing client relationships. Prior to joining E&Y, Mr. Letourneau was
employed with three primary insurance companies; Farmers Insurance Group, Highlands
Insurance Group, and ING Group. At Farmers Insurance Group and Highlands Insurance Group,
he was responsible for the loss reserving of commercial lines. At ING Group, he was involved
in the ratemaking and loss reserving of personal and commercial lines.

Mr, Letoumneau has developed a special expertise in the long-tailed lines of business, having
performed multiple actuarial analyses on the workers’ compensation, medical malpractice, and
general liability lines of business, as well as on mass tort and construction defects-losses.

Mr. Letourneau received his Bachelor of Science degres in Actuarial Science from Laval
University, Canada. He is a Fellow of the Casualty Actuarial Society, a Member of the
American Academy of Actuarics, and an Associate Member of the Society of Financial
Examiners.

AMERICAN ACTUARIAL CONSULTING GROUP LIL.C
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Joseph W, Pitts, FCAS, MAAA

Prior to joining AACG, Mr. Pitts was the Vice President and Appointed Actuary for the Assurant
Group (“Assurant”), where he directed and managed the loss reserving and pricing functions,
overseeing a staff of fourteen actuarial professionals. Prior to joining Assurant, Mr. Pitts was the
Senior Vice President and Chief Actuary -for Gainsco, Inc. where he handled most
responsibilities associated with the company’s loss reserving fanction. He was also responsible
for large accounts pricing, development of rate filings, review of policy coverages, reinsurance
placement, and interaction with State Insurance Departments, industry analysts, investors, and
rating agencies, His experience also includes serving as Actuary and Manager for United
Services Automobile Association (“USAA”), Deputy Commissioner for the Texas Department
of Insurance, and Actuarial Analyst for the Oklahoma Department of Insurance.

Mr, Pitts received his Bachelor of Science degree in Economics from Oklahoma State
University. He is a Fellow of the Casualty Actuarial Society and a Member of the Amencan
Academy of Actuaries.

Donna 8, Munt, FCAS, MAAA

Ms. Munt joined AACG after 27 years at USAA, where she most recently served as Vice
President of P&C Loss Reserving. Ms. Munt served as the appointed actuary for all companies
in the USAA group, opining on loss reserves in excess of $3.0 billion. She was also responsible
for establishing reserves for USAA’s United Kingdom subsidiary., Her other responsibilities
included participating in claims studies and performing capital adequacy evaluations and
dynamic financial analyses. In addition, she represented USAA during the performance of State
Insurance Departments’ financial examinations, Internal Revenue Service audits and financial
rating agencies’ reviews, Ms. Munt began her actuarial career in USAA’s Homeowners Pricing
unit where she designed and implemented the USAA homeowners ratemaking system,

Ms. Munt received both her Bachelor of Arts degree in Mathematics and Master of Science

degree in Statistics from Trinity University, Texas. She is a Fellow of the Casualty Actuarial
Society and a Member of the American Academy of Actuaries,

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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Firm Experience

Property & Casualty Actuarial Consulting Services

- The following table displays the financial examinations we are currenily working on or that were

completed in the last 12 months:

CAMICO Mutual Insurance Company (CA)

Professional Liability Carrier with loss reserves of $40 million,

Dec. 31, 2003

MIEC Group (CA)
- Medical Insurance Exchange of California
- Claremont Liability Insurance Company

Medical Malpractice carriers with loss reserves of $118 million.

Dec. 31, 2003

Southern California Physicians Insurance Exchange

- SCPIE Indemnity Company (CA)

- American Healthcare Indemnity Company (DE)

- American Healthcare Specialty Insurance Company (AR)

Medical Malpractice carriers — direct and assumed — loss reserves in
excess of 3500 million.

Dec. 31, 2002
Dec. 31, 2003

Farmers Insurance Exchange
- 18 Separate Companies (CA/AZ/ID/KS/OR/WA/IL/TX/OH)

Mulliline carriers with loss reserves in excess of 36 billion,

Dec. 31, 2002
Dec. 31, 2003

Michigan Transit Peol (MI)

State automobile insurance pool with loss reserves of 39 million.

Nov, 30, 2003

CSE Insurance Group Dec, 31,2002

- Civil Service Employees Insurance Company {CA)

- CSE Safeguard Insurance Company (CA)

Personal Lines carriers with loss‘reserves of $70 million.

The Doctors’ Company (CA) June 30, 2003

Medical Malpractice carrier — direct and assumed — with loss veserves

in excess of $600 million.

The Dentists Insurance Company {(CA) Dec. 31, 2002

Medical Malpractice carrier with loss reserves of $45 million.

Sterling Casualty Insurance Company (CA) June 30, 2002
Dec. 31, 2003

Personal Lines carrier with loss reserves of 330 million.

AMERICAN ACTUARIAL CONSULTING GROUP L1LC
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References

Our firm has been actively involved with the California Department of Insurance on the financial
examinations of property & casuvalty insurance companies. The following persons have been our
main contacts on most of the work performed in California. Additional references can be

provided upon request.

Reference California Department of Insurance

Contact Name Earl Gabrielli, CFE

Contact Phone Number (415) 538-4097

E-mail gabriellie@jinsurance.ca.gov

Reference California Department of Insurance
| Contact Name Constance Korte, CPA, CFE

Contact Phone Number (310) 994-1023

E-mail cikort sn.com

Reference California Department of Insurance

Contact Name Howard Wong, Financial Examiner

Contacl Phone Number {415) 538-4099

E-mail wongh{@insurance.ca, gov

Reference California Department of Insurance

Contact Name Gary McMurray, Financial Examiner

Contact Phone Number (310) 927-1098

E-mail mack _gary@msn.com

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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B AVAILABILITY OF RESOURCES AND METHOD OF PERFORMANCE
Availability of Resources
Consultants’ Availability

Our consultants have worked on engagements of many sizes. AACG prides itself in delivering
fast and thorough service in the most professional and ethical manner regardless of the size of the
engagement. We make it a top priority to complete assignments within the agreed upon time
frame. To achicve and maintain these high standards of performance, AACG assigns a
consultant to fully manage each engagement. This consultant will serve as the contact person for
OFIS and is readily available to provide information and updates about any aspect of the work
being performed,

Hardware and Software

AACG constantly invests in new technology so that our consultants have access to the latest
equipment and technology. We can manage data files of any type and size. Some of the
operating systems and software our actuaries have access to are as follows:

Microsoft Windows 98/Me/2000/XP;
Microsoft Excel;

Microsoft Word;

Microsoft Access;

Microsoft PowerPoint;

Lotus 123,

* & & ° o

Property & Casualty Actuarial Consulting Services
Financial Condition Examinations

Our extensive experience with loss reserving and financial examinations has enabled us to
develop an efficient approach for completing the actuarial portion of a financial examination.
The following approach is not meant to apply in every situation, but represents our typical
approach to a financial examination. Modifications to this process are made to reflect specifics
of the insurance company under review (the “Examinee”).

In preparation for the financial examination, we will first discuss with OFIS whether a full or

limited scope actuarial review is necessary. Our schedule of events for a full scope actuarial
review is as follows:

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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Full Scope Actuarial Review

Preliminary Steps

Discuss with OFIS any areas and/or goals AACG should focus on which may be different or
atypical from other examinations.

Obtain the names of the financial examiners working on this examination as well as a list of
contacts at the Examinee.

Discuss and prepare a work plan with the Examiner-in-Charge detailing specific goals and
deadlines.

Discuss materiality issues with OFIS, :

Request from the Examinee copies of its actuarial reports, actuarial opinions, and Annual
Statements from the last three vears. Request from OFIS a copy of its actuarial report from
its prior financial examination of the Examinee. Receive and review these documents before
the meeting with the Examinee. This will provide us with a better understanding of the
Examinee operations and wiil help us target our questions at the meeting,

Plan a meeting at the Examinee with the heads of underwriting, claims, and actvarial. Some
of the issues discussed with each departrent include, but are not limited to, the following;

Underwriting
Underwriting philosophy including types of insureds.

Lines of business writien.

Policy distribution (independent agenis, direct business, ...)
-Changes in mix of business, class, territory, and hazard group.,
Rate changes by line of business.

Changes in deductibles and policy limits,

New insurance produets,

VVVVVVY

Claims _

Claims reporting procedures.

Claims reserving philosophy.

Use of average reserves,

Changes in claims reserving phitosophy.

Trends in loss experience from management’s perspective.
Use of third party administrators or independent adjusters
Speedup or slowdowns in payments,

Major claims.

VVVVVVYVY
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Actuarial
> Recent adverse or favorable reserve developments,
Changes in loss development pattemns.
Comparison of Examinee’s carried reserves to actuarial indication.
Problematic reserving segments which may have insufficient or unreliable data, or that
have a higher probability of adverse reserve development
" Examinee’s reinsurance treaties.
Legislative reforms.
Significant court decisions,
Social climate,

vV vV Vv

ViV VYV

Actuarial Review

* Prepare and send a data request to the Examinee. The data request itemizes the segmentation

and specification of the actuarial data needed for the analysis.

Review the actuarial data for reasonableness, consistency, and completeness,

Perform a reconciliation of the actuarial data to the Examinee’s Annual Statement, by line of
business and accident year. Discuss any reconciliation issues with the Examinee and OFIS.

* Select the actuarial methods to be used for the analysis for each reserving segment. The
actuarial methods should consider ecach segment’s characteristics, such as data volatility,
length of the tail of development, and number of years of data available.

Perform the actuarial projections for each reserving segment.

Prepare a summary of our reserve estimates and compare to the Examinee’s carried reserves.
Perform a sensitivily analysis, whereas underlying assumptions are varied to examine the
impact on reserve estimates. )

¢ Prepare a draft report containing the following sections; Narrative, Summary Exhibits,
Analysis, and Reconciliation,
> The narrative section contains a discussion of the following items:

» QOur conclusions;
« Examinee’s background;
* Data issues;
* Actuarial methods used and major assumptnons,
* Differences from the Examinee’s own actuarial projections;
+ Examinee’s compliance with NAIC Accounting Practices and Procedures Manual as
well as statutory laws and regulations.
> The summary exhibits display our reserve estimates for each reserving segment,
differences from the Examinee’s own actuarial projections, and any other relevant
summary,
> The analysis section displays our full actuarial prOJectlons for each reserving segment, as
well as the assumptions used.
> The reconciliation section displays the data reconciliation between the reserving
segments and the Examinee’s Schedule P.
o Issue a draft Statement of Actuarial Opinion, if requested by OFIS.

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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Presentation of Draft Results

- &  Meet with OFIS to discuss draft report and conclusions,
¢ Meet with the Examinee to discuss conclusions, if requested by OFIS.
o Identify arcas that may require further analysis or modification of assumptions.

Final Report

Make changes in assumptions or methodologies which have been discussed with OFIS.
Discuss the effect on results of above changes,

Prepare the final report.

Issue a final Statement of Actuarial Opinion, if requested by OFIS.

.« & & 9

Limited Scope Actuarial Review

In some cases, a full scope actuarial review may not be required. Although limited and full
scope actuarial reviews share many of the same steps, the main differences are that a full
actuarial analysis and the issuance of a detailed actuarial report are not necessary in a limited
scope actuarial review. The analysis performed in a limited scope actuarial review is usually
limited to a review of the assumptions, methodology, diagnostics, and conclusions contained in
the existing actvarial report of the Examinee. A memorandum discussing the reasonableness of
the existing report is issued to OFIS. The memorandum also discusses whether the existing work
papers are adequate and sufficient or if more detailed analyses should be performed.

Throughout full and iimited scope analyses, progress reporis will be submitied bi-weekly to the
examiner in charge discussing the tasks that have been accomplished to date, any issues found to
date, and a list of outstanding tasks.

Peer Review Process

When a draft report is ready to be sent to OFIS, it is first peer reviewed by one of our actuaries to
assure completeness as well as reasonableness of the assumptions, methodologies, and
conclusions. This peer review process ensures that all of our reports and engagements are
completed according to the highest standards of the NAIC and the American Academy of
Actuaries.

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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Actuarial Methodologies

AACG uses generally accepted actuarial methodologies to perform all of its actuarial reviews.
Some of the methods used are as follows:

Paid Joss development method;

Reported loss development method;

Paid Bornhuetter-Ferguson (“B-F”) method;
Reported B-F method;

Incremental average paid loss method;

Adjusted paid and reported development methods.

* & ® & *

AACG also reviews a varety of diagnosiics as part of its actuarial reviews. Some of the
diagnostics reviewed are as follows:

Reported loss per reported claim;

Paid loss per closed claim;

Average case reserve per open claim;

Ratio of paid loss to reported loss;

Total average outstanding loss per outstanding claim;
Ratio of closed claim count to reported claim count.

* & & & & ®

The selection of actuarial methods is affected by, among other factors, the type of coverage, the
number of years of historical data available, the actual loss development patterns, and the current
and expected foture legal, social, and economic conditions,

Our actuaries tailor their analyses to reflect changes in the operation of the company under
review. Adjustments to underlying historical data are made if the diagnostics reveal trends that-
may cause distortions fo our projections.

In addition to our best reserve estimate, we will provide a range of reasonable reserve estimates,
Our range of reasonable reserve estimates is obtained by using a variety of actuarial methods and
by applying different sets of reasonable assumptions.

Litigation Support and Expert Testimony Services

Should OFIS enter into legal proceedings against any insurance entity, our actuaries are available
to provide OFIS with litigation support and expert witness testimony services.

AMERICAN ACTUARIAL CONSULTING GROUFP LLC
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Reinsurance Transactions Consulting Services

AACG can provide a variety of services regarding the analysis of property and casualty
reinsurance transactions and contracts. Our services fall within three categories: Reinsurance
pricing analysis, financial impact analysis, and risk transfer analysis.

Reinsurance Pricing Analysis

The pricing of a reinsurance treaty involves estimating the amount and timing of losses which’
are expected to be ceded under the treaty., The losses are usually discounted and an expense load
is added in order to calculate a reasonable reinsurance rate. A range of reasonable rates can also
be estimated by varying the payment pattern, amount of treaty losses, and discount factor,
Financial Impact Analysis

AACG can analyze the impact of a specific reinsurance contract on a company’s future cash
flows and surplus. We then provide our opinion on the reasonableness of this particular
reinsurance contract considering the financial goals of the insurance company. AACG can also
suggest modifications to a reinsurance contract in order to better achieve the insurance
company’s risk transfer goals.

Risk Transfer Analysis

In order to be considered a true reinsurance agreement, a reinsurance contract must provide for
risk transfer between the ceding entity and the reinsurer. Risk transfer requires that:

¢ ' The reinsurer assumes significant insurance risk from the ceding entity; and
¢ The reinsurer may realize a significant loss,

_Insurance risk involves uncertainties about both the amount and timing of cash flows falling
under the reinsurance contract.

AACG can analyze any reinsurance treaty and determine whether actual risk transfer exists
between the ceding and assuming insurance entities.

Conilicts of Interest

AACG does not have any past or current professional relationship with Michigan domestic
insurance companies which could be considered a conflict of interest.

AMERICAN ACTUARIAL, CONSULTING GROUP LLC
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Confidentiality Procedures

AACG has strict procedures to protect the confidentiality of data received in the course of an
engagement. We do not share any data or information received with outside parties, All of the
data received is stored in a secure location. No one at AACG may access confidential records
unless specifically authorized to do so. Authorized individuals may use confidential records for
authorized purposes only. The data received by AACG is destroyed in a non-recoverable
manner five years after the end of every engagement, or any other period of time as agreed upon
with OFIS, A copy of all work papers will be made available to OFIS at the conclusion of each
examination.

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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.l PRICE PROPOSAL

For this engagement, we are proposing the following hourly rates:

Consultant Level Froposed Rate
Consulting Actuary (FCAS) $225
Actuarial Analyst $110

These rates include computer charges, telephone costs, fax expenses, postage, and
administrative services, but exclude travel expenses. We understand that travel expenses
will be reimbursed at staie rates. The above hourly rates will remain in effect for the
duration of the contract.

AMERICAN ACTUARIAL CONSULTING GROUP LLC
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