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AGREEMENT

This Agreement (the “Agreement”) is entered into as of the ___ day of

, 201-2 (the “Execution Date”), by and between the California Health
Benefit Exchange (the “Exchange”) and , a [corporation]
(“Contractor,” as described further below).

RECITALS

The Exchange issued Solicitation # ____ (the “Solicitation”), which was dated

.~ Which was amended on , 2012 and which is incorporated into this
Agreement by this reference, to find a vendor to design, develop, implement, operate, host on
Contractor’s equipment, and maintain a new system that is known as the California Healthcare
Eligibility, Enrollment, and Retention System (“CalHEERS”) for the Exchange’s health services
programs;

Contractor submitted a proposal in response to the Solicitation, which was dated
and which is incorporated into this Agreement by this reference (the

"Response");

The Exchange evaluated all proposals submitted and identified Contractor as the
apparently successful contractor;

Contractor desires to enter into an agreement with the Exchange to provide the Exchange
with Deliverables and Services (as these capitalized terms are defined further below); and

The Exchange and Contractor have agreed that the terms and conditions of this
Agreement shall govern Contractor’s furnishing Deliverables and Services; and

The Exchange issued a notice of intent to award the Agreement for the project to
Contractor on ;

Exchange has received the required approvals from Federal agencies for the Agreement
under the terms as described herein;

The parties acknowledge and agree that this Agreement is dependent upon the availability
of State and/or Federal funding; and

The parties agree they will perform their respective obligations as described below in this
Agreement.

Therefore, in consideration of the foregoing and the mutual promises and covenants as set
forth below, the parties agree as follows:

1. Definitions. The following terms as used throughout this Agreement shall have
the meanings as set forth below.
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1.1  “Acceptance”: A Notice from the Exchange to Contractor that a
Deliverable or Service has conformed to its applicable Acceptance Criteria in accordance with
the processes described in Section 9.3 and in Section 9.4.

1.2 *“Acceptance Criteria”: The subset of Specifications against which each
Deliverable shall be evaluated in accordance with Section 9.3 and Section 9.4, and which shall
be described in DEDs, Change Orders and other Deliverables.

1.3 “Acceptance Tests”: The tests or reviews that are performed by the
Exchange and that must be satisfied before Acceptance can occur as set forth in Section 9.3 and
Section 9.4.

1.4 “Application Development Facility”: The Facility described in Section
8.2.

1.5  “Baseline System”: The Core Functionality and Services combined with
optional Functions which the Exchange has chosen in writing as of the Execution Date to be
designed, developed and implemented by Contractor. The following such optional Functions are
included in the Solicitation, Section 1.2, Table 1: Individual Premium Aggregation; Assister
Management; SHOP Eligibility for Employers; Organizational Change Management; Service
Center Hardware, Software, and Facilities; and Alternative Approach for Case Data
Management.

1.6 “Certification”: The Exchange’s receipt of Notice and detailed
supporting information from Contractor that Contractor has, as applicable completed a
Deliverable or Service in accordance with its Acceptance Criteria or pre-tested a Deliverable or
Service for compliance with the Specifications, and confirmed the Deliverable or Service is
ready for applicable Acceptance Tests.

1.7  *“Change Order”: A written form that is provided in response to a
Change Request, that is mutually agreed to in writing by the Exchange and Contractor, that
modifies, deletes or adds to the Deliverables or Services, in whole or in part, and that is made in
accordance with the terms of Section 14.

1.8  *“Change Request”: A written form used to request a modification,
deletion or addition to the Deliverables or Services, in whole or in part, made in accordance with
the terms of Section 14.

1.9  *“Charges”: The amount(s) to be paid for Services and Deliverables, in
whole or in part, as described in Exhibit A.

1.10 *“Confidential Information: Various trade secrets and information of
each party that either Contractor or the Exchange desires to protect against unrestricted
disclosure, including without limitation; with respect to Contractor, the Contractor Technology;
with respect to the Exchange, the Configuration, the Deliverables, protected health information,
if any, the Exchange's Data; non-public Specifications; the Custom Software; any nonpublic
information or documentation concerning either party’s business or future products or plans that
are learned by the other party during the performance of this Agreement; and information that is

2
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designated as confidential by the disclosing party. The following are also hereby designated the
Exchange's Confidential Information: assister, assister employee, customer, customer employee,
client, client employee, and Exchange employee personal information, including but not limited
to names, addresses, Social Security numbers, e-mail addresses, telephone numbers, financial
profiles, credit card information, driver’s license numbers, medical data and health information,
and law enforcement records, and such other Confidential Information as is described in this
definition and in Exhibit E.

1.11  “Configuration(s)”: The setting up of the business rules and workflow of
business decisions to be used to implement the specific business rules and workflow of the
Exchange, without utilizing program language or database queries and the entering of data into
tables that a software “rules engine” will process to determine workflow sequences, value
limitation, and other variables, all without altering the Software source code.

1.12 *“Contractor”: , Its employees, subcontractors, staff and
agents.

1.13 *“Contractor Project Manager”: The individual chosen by Contractor
and approved by the Exchange with management responsibilities for Contractor, as described in
Section 4.3.

1.14 *“Contractor Technology”: Intellectual property owned by Contractor
prior to the Execution Date (including certain modifications, enhancements or improvements to
such intellectual property developed hereunder or developed or owned by Contractor outside the
scope of this Agreement), including Contractor’s proprietary methodologies, project
management and other tools, deliverable examples, procedures, processes, techniques, data
models, templates, general purpose consulting and software tools, utilities, and routines; the Pre-
existing Software; and Contractor’s Confidential Information.

1.15 *“Converted Data”: The Data which has been successfully converted by
Contractor for Processing by the System.

1.16 “Core Enhancement Functionality and Services”: The following
Functions and Services which are included in the Solicitation, Section 1.2, Table 1: Other Health
Services Programs; Other Non-Health Social Services Programs; and MEDS Integration.

1.17 “Core Functionality”: The following Functions and Services which are
included in the Solicitation, Section 1.2, Table 1: Eligibility and Enrollment; Financial
Management; Plan Management; Consumer Assistance (Customer Service and Education via
Web Portal) in English and Spanish; Education and Outreach Tracking and Reporting; Forms,
Notifications, and IVR in all Medi-Cal Managed Care Threshold Languages; Eligibility Transfer
(i.e., pre-enrollment, pre-notification, and pre-population of applications); and Functional and
Technical Foundation to accommodate the integration of MEDS and other eligibility program
Functionality.

1.18 “Cosmetic Deficiency”: A cosmetic and inconsequential Deficiency, in
the Exchange’s judgment.
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1181.19 “Critical Event(s)”: The events and Deliverables listed as such in
Exhibit A.

1:191.20 “Custom Software”: The modifications and changes to the
Application Software or Third Party Software, or newly developed software (including without
limitation Interfaces) designed, developed or produced by Contractor or Subcontractors for the
Exchange under the Agreement.

1.201.21 “Data”: The Exchange’s records, files, forms, data, the Converted
Data, and other information and documents in electronic or hard copy form.

1.211.22 “Day(s)”: Calendar day(s), unless otherwise indicated.

1.221.23 "DED(s)": Deliverable expectation documents that include the

Acceptance Criteria for each Deliverable.

1.231.24 “Deficiency”: A failure of a Deliverable or Service, or an
omission, defect or deficiency in a Deliverable or Service, which causes it not to conform to its
Specifications or which fails to conform to reasonable commercial or industry standards for
appearance, format and quality or functionality.

1:241.25 “Deliverables”: Contractor’s Work Products which result from
the Services and which are provided by Contractor to the Exchange (either independently or in
concert with the Exchange or third parties) during the course of Contractor’s performance under
this Agreement, including without limitation the System, the Hosting Services, software or
modifications thereof and associated documentation designed, developed or installed with
Federal financial participation under 45 CFR Section 95.617(a) and 45 CFR Section 92.34, and
deliverables which are described in Exhibit A, the Work Plan and Change Orders, as well as all
written designs, documents, structures, materials and models, developed in the course of
rendering the Services and incorporated into such Deliverables.

1.251.26 “Documentation”: All operations, technical and other manuals
used in conjunction with the System, in whole and in part, including without limitation manuals
provided by licensors of Third-Party Software and by Equipment manufacturers.

1.261.27 “Enhancements”: Updates, additions and modifications to, and
new releases for the Software and Third-Party Software, and all associated changes to the
Documentation as a result of Enhancements, including but not limited to Enhancements
produced by Change Orders.

1:271.28 “Equipment”: The computer hardware on which the Software
and Data will operate, and all equipment, operating system software, firmware and physical
materials required for and associated with their operation, including without limitation furniture
and other materials at the Facilities and as described in Exhibit B.

1:281.29 “Exchange Project Director”: The person designated by the
Exchange to be responsible for financial and contractual matters regarding the Agreement,

4
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including but not limited to, the person to whom the Exchange’s signature authority has been
delegated in writing and the person designated by the Exchange to be responsible for day-to-day
management of the Exchange’s resources for the Project and monitoring the status of
Contractor’s performance under the Agreement. The term includes, except as otherwise
provided herein, an authorized representative of the Exchange Project Director acting within the
limits of his/her authority.

1.291.30 “Expanded System”: The Baseline System combined with Core
Enhancement Functionality which the Exchange has chosen in writing within one year of the
Execution Date to be designed, developed, and implemented by Contractor.

1.301.31 "Facilities': The buildings and land to house certain Equipment,
Software, Data, and Project related activities hereunder.

1:311.32 “Federal Financial Participation”: The federal government’s
share of an expenditure made by the Exchange under the Agreement.

1.321.33 “Function(s)”: A discrete capability or function of the Software
as described in the Solicitation, Response, Documentation and Exhibit A.

1331.34 “Go Live”: As described in the Work Plan, the event(s) that
occurs after Acceptance of the System and Hosting Services, in whole or in part, by the
Exchange and the Exchange decides to put the System and Hosting Services, in whole or in part,
into Production.

1:341.35 “Hosting Services”: The hosting Services which will be provided
by Contractor during the term, as described in Exhibit I.

1.351.36 “Holdback”: The payment amounts held back by the Exchange
from invoices, as described in Section 15.5.

1.361.37 “Implementation’: The process for making the System and
Hosting Services Operational for the Exchange for Processing the Data in Production.
Implementation shall be completed when Contractor has completed the Implementation Services
according to the Work Plan.

1:371.38 “Interfaces”: Custom Software that is developed for transmitting
Data between the System and other systems.

1:381.39 “Key Staff”: Contractor’s key personnel listed in Exhibit A.

1.391.40 “Letter of Credit”: The letter of credit described in Section 15.8
and included at Exhibit G.

140141 “Maintenance”: Maintenance and Support Services which shall
be performed by Contractor and which are described as such in Section 13, Exhibit C, Exhibit I,
the Solicitation, the Response and the Work Plan.
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1:411.42 “Maximum Amount”: The maximum amount payable and paid
by the Exchange to Contractor under this Agreement, as described in Exhibit A.

1.421.43 "Network': The telecommunications lines, Equipment, Software,
and Services for transmitting Data and other information for the Exchange and its Users.

1:431.44 “Notice”: A written document given by a party to the other in
accordance with Section 22.29.

1:441.45 “Object Code”: The binary code version of a Software program
loaded into a computer’s memory to enable it to perform a program function.

1.451.46 “Operational”: The condition when a Software Deliverable, a
Service, or the System and Hosting Services are functional in accordance with applicable
Specifications and used for their purposes in Production.

1:461.47 "Operations': Services which shall be performed by Contractor
and which are described as such in Exhibit I, the Solicitation, the Response and the Work Plan.

1.471.48 “Payment Events”: The events after which Contractor can issue
invoices for the Charges, as described in Section 3.1 and Exhibit A.

1:481.49 “Pre-existing Software”: All computer programs which were
developed and owned by Contractor prior to the Execution Date or outside the scope of this
Agreement, and any modifications thereof and derivative works based therein; Third-Party
Software provided by Contractor to the Exchange under this Agreement; and the Documentation
used to describe, maintain and use such Pre-existing Software, including such Third-Party
Software.

1-491.50 Processing”: The performance by the Software residing on the
Equipment of logical operations and calculations on the Data.

1.501.51 "Production™: The use of Function(s) in the Exchange’s
production environment(s) and to perform its regular business operations.

1:511.52 “Project”: The Exchange’s design, development, implementation,
operations and hosting of the System, as described in the Solicitation, the Response, applicable
Deliverables, the Work Plan, and the other parts of the Agreement.

1:521.53 “Property”: All Exchange Equipment, the Deliverables, Work
Product, and other Exchange and real and personal property.

1.531.54 “Schedule”: The dates described in a Work Plan for deadlines for
performance of Services and other Project events and activities.

1.541.55 “Self-Hosted Maintenance and Support”: Maintenance
provided by Contractor when the Exchange does Self-Hosting.
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1.551.56 “Self-Hosting™: Operation of the Software by the Exchange on
the Exchange’s equipment.

1.561.57 “Self-Hosting Option”: the Exchange’s right to receive a copy of
the Software, to exercise its grant of rights described in Section 10.11 for the Software, and/or
take responsibility for administration of its Data base.

1.571.58 “Service Center”: The Facility described in Section 8.1.

1.581.59 “Service Level Agreements”: The standards to which the System
shall perform and which Services and Deliverables will meet as described in Exhibit C.

1:591.60 “Services”: The tasks and services to be performed by Contractor
on the Project, as described in the Agreement.

1.601.61 “Site(s)”: The locations for the Equipment, Software, and Project
staff, including without limitation the Facilities, Contractor’s back up site and Contractor’s
training sites.

1.611.62 “Software”: The software for the System, as described in the
Solicitation, Response, and Exhibit A; Custom Software; the Configuration; all Enhancements
thereto; Third-Party Software; and the Contractor Technology, all of the above in Source Code
and Object Code formats. Embedded code, firmware, internal code, microcode, and any other
term referring to software that is residing in the Equipment and that is necessary for the proper
operation of the Equipment is not included in this definition of Software. Software includes all
prior, current, and future versions of the Software and all Deficiency corrections.

1.621.63 “Source Code”: The series of instructions to a computer for
carrying out the various tasks that are performed by a computer program, expressed in a
programming language that is easily comprehensible to appropriately trained persons and that
translates such instructions into Object Code which then directs the computer to perform its
functions.

1.631.64 “Specifications”: The technical, functional and other written
specifications that define the requirements for the Project as described in the Solicitation, the
Response, subsequent Deliverables which have received Acceptance, the Service Level
Agreements, Change Orders, all applicable State and Federal laws and regulations, and the
Documentation. The Specifications are, by this reference, made a part of this Agreement, as
though completely set forth herein.

1.641.65 “Staff”’: Contractor’s employees, Subcontractors and agents who
shall provide the Services on behalf of Contractor.

1.651.66 “State”: The State of California.

1.661.67 “Subcontractor”: A person, partnership, or company, which is
not in the employment of or owned by Contractor and which is performing Services under this
Agreement under a separate agreement with and/or on behalf of Contractor.
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1.671.68 “Support”: The technical and customer support Services which
are described as such in the Solicitation, the Response and in the Work Plan.

1.681.69 “System”: The complete collection of all Software which is
integrated and functioning together with the Data in accordance with the applicable
Specifications and on the Equipment and which is necessary to enable Contractor to provide the
Hosting Services in accordance with the Agreement, or to enable the Exchange to perform its
Processing during Self-Hosting. The “System” is described in the Solicitation and above in the
Recitals as “CalHEERS” and shall be comprised of the Baseline System and Expanded System,
if any.

1.691.70 “System Testing”: Testing that is performed on the System and
Hosting Services (in whole or in part) by Contractor before beginning Acceptance Tests on the
System and Hosting Services and after Contractor has: completed installation of the Software;
completed development of the Configurations and Custom Software; integrated the Software,
including Third-Party Software, Custom Software, System Configurations, with the Data and
Equipment as the System; pre-tested the System for compliance with the applicable
Specifications; and confirmed the readiness of the System and Hosting Services for Acceptance
Tests in accordance with the Agreement.

1701.71 “Third-Party Software”: Software and Third-Party
Documentation which are: (a) developed by third parties; (b) generally distributed for
commercial use; (c) not specifically designed or developed for the Exchange, including without
limitation operating system software, tools, utilities, and commercial-off-the-shelf software; and
(d) supplied by Contractor for use with the System and Hosting Services pursuant to this
Agreement.

1711.72 “Unauthorized Code”: Any: (i) virus, Trojan horse, worm or
other software routines or equipment components designed to permit unauthorized access to
disable, erase, or otherwise harm Software, Equipment, or Data or to perform any other such
actions; and (ii) back door, time bomb, drop dead device, or other software routine designed to
disable a computer program automatically with the passage of time or under the positive control
of a person other than a licensee of the Software. Unauthorized Code does not include software
routines in a computer program, if any, designed to permit an owner of the computer program (or
other person acting by authority of the owner) to obtain access to a licensee’s computer
system(s) (e.g., remote access via modem) solely for purposes of Maintenance or Operations.

1721.73 “Uptime”: The time that the entire System and Hosting Services
are Operational, as measured 24-hours-a-day, Monday through Sunday, on a monthly basis,
except for mutually agreed upon scheduled Maintenance activities. Uptime shall be as described
in Exhibit C. If the Exchange exercises its Self-Hosting Option, Uptime shall only apply to the
System.

1731.74 “User(s)”: Parties who will have use of and access to the System
and Services.
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1741.75 “Work Plan”: The overall plan and delineation of tasks, activities
and events to be performed, Deliverables to be produced, Services to be provided, and associated
resource requirements with regard to the Project. Each revised Work Plan shall be incorporated
herein upon its Acceptance by Exchange.

1.751.76 “Work Product”: Data and products produced under this
Agreement including but not limited to, Deliverables, discoveries, formulae, ideas,
improvements, inventions, methods, models, processes, techniques, findings, conclusions,
recommendations, reports, designs, plans, diagrams, drawings, Configurations, Custom
Software, Data and databases, documents, pamphlets, advertisements, books, magazines,
surveys, studies, computer programs, films, tapes, and/or sound reproductions, to the extent
provided by law.

2. Term. Agreement Term. The term for the Agreement shall begin on the
Execution Date and shall continue for five years unless terminated earlier as provided in the
Agreement.

2.2 Implementation Services. The term for the Implementation Services
shall begin on the Execution Date and continue until completed as described in the Work Plan.

2.3 Operations and Maintenance Services for the Baseline System. The
term for the Operations and Maintenance Services for the Baseline System shall be as described
in Section 4.2.1 of the Solicitation, subject to earlier termination as provided herein.

2.4 Operations and Maintenance Services for the Expanded System.
The term for the Operations and Maintenance Services for the Expanded System shall be as
described in 4.2.2 of the Solicitation, subject to earlier termination as provided herein.

2.5 Renewals. At the end of the initial five year term of this Agreement,
this Agreement will automatically be renewed for up to three successive one-year terms unless
terminated in whole or in part by the Exchange upon receipt by Contractor of 60 Days’ prior
Notice or as otherwise provided in the Agreement. At the end of the initialand-each annual term
for Operations and Maintenance Services for the Baseline System and for the Expanded System,
and-at-the-end-of the-initial-five-year-term-of this-Agreement-the Operations and Maintenance
Services this-Agreement-will automatically be renewed for up to three successive one-year terms
unless terminated in whole or in part by the Exchange upon receipt by Contractor of 60 Days’
prior Notice or as otherwise provided in the Agreement. If the Exchange gives Notice to
Contractor that it is exercising its Self-Hosting Option and terminating the Hosting Services,
Contractor shall deliver, within 30 Days of such Notice, a copy of the Pre-existing Software, to
the Exchange.

3. Financial Matters.

3.1 Charges. Contractor shall have the right to issue an invoice for
Facilities, Services, and Deliverables, including but not limited to the System and Hosting
Services, following the Payment Events. Subject to the Exchange’s receipt of a correct invoice,
Contractor’s performing its obligations as required in the Agreement, and the Exchange’s
exercise of its remedies, the Exchange shall pay the Charges for the Services, Deliverables, and
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Facilities, as described in Exhibit A within 45 Days of receipt of such an invoice issued in
accordance with the Agreement.

3.2 Maximum Amount. The Maximum Amount shall be as set forth in
Exhibit A.

3.3 Taxes. Contractor shall remit to the California Board of Equalization
sales and use taxes to the extent they are applicable to Deliverables or Services provided by
Contractor to the Exchange. Contractor may charge the Exchange for such sales and use taxes
on such Deliverables or Services on applicable invoices, and the Exchange shall pay such taxes
However, Contractor must pay all other applicable taxes under the Agreement including, but not
limited to, sales-and-use-taxes-on-Deliverables-and-Services-taxes based on Contractor’s income
or revenue, and personal property taxes levied or assessed on Contractor’s personal property to
which the Exchange does not hold title.

3.4 Contractor Expenses. Contractor shall pay its out-of-pocket expenses
which are incurred in connection with the Agreement unless otherwise indicated in a Change
Order and agreed to in writing by the Exchange.

3.5 Invoices.

3.5.1 Contractor shall submit detailed, correct invoices in triplicate and
in accordance with Exchange’s standard invoicing requirements or other procedures agreed to in
writing by the parties to the Exchange Project Director for all Charges and other amounts to be
paid by Exchange hereunder. Contractor shall not submit an invoice for Payment Events until
after their occurrence, except as provided in Exhibit A. All invoices submitted must meet with
the approval of the Exchange Project Director or her or his designee prior to payment.

3.5.2 Invoices shall include all information reasonably requested by
Exchange, including, without limitation, this Agreement name and reference number, Federal
Tax Identification Number, itemization of each Deliverable or Service provided for which
payment is requested, corresponding Exchange Acceptance dates for each Deliverable, cross
reference to the approved Payment Schedule, applicable sales and use taxes, the calculation of
legal and regulatory bases for any such taxes, Holdback amounts, if applicable, and total amount
due. All hourly billable Services will include the date of Service, type of Services provided,
number of hours required and the Charges.

3.5.3 The Exchange shall have the right to dispute any invoices
submitted for payment by Contractor if the Exchange believes the Charges or other amounts are
inaccurate or incorrect in any way. The Exchange shall provide a Notice to Contractor,
specifying the reasons why the Exchange believes the Charges or other amounts are inaccurate
or incorrect, but the Exchange shall not be in breach of the Agreement if it fails to provide
Contractor such Notice.

3.6 Overpayments to Contractor. Contractor shall promptly, but in all
cases within 30 Days, pay to the Exchange the full amount of any erroneous payment or
overpayment upon Notice of an erroneous payment or overpayment to which Contractor is not
entitled or when otherwise discovered by Contractor.
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3.7 Credits. Any credits due the Exchange under this Agreement may be
applied by the Exchange against Contractor’s invoices with appropriate information attached,
upon giving of Notice required herein, if any, by the Exchange to Contractor.

3.8 No Increases. Contractor shall not increase the Charges or Maximum
Amount due from the Exchange under this Agreement for all Services, Deliverables, or Facilities
during the term of this Agreement, except as otherwise specifically permitted in the Agreement.
In addition, no cost of living adjustments shall be permitted in the Agreement.

3.9 Funding.

3.9.1 The parties acknowledge and agree that this Agreement is
dependent upon the availability of State and/or federal funding. If funding to make payments in
accordance with the provisions of this Agreement is not forthcoming from the State and/or
federal governments for the Agreement, or is not allocated or allotted to the Exchange by the
applicable State and/or federal governments for this Agreement for periodic payment in the
current or any future fiscal period, then the obligations of the Exchange to make payments after
the effective date of such non-allocation or non-funding, as provided in the notice, will cease
and terminate as applicable.

3.9.2 If funding, to make payments in accordance with the provisions of
this Agreement, is delayed or is reduced from the Exchange or from the State and/or federal
governments for the Agreement, or is not allocated or allotted in full to the Exchange by State
and/or federal governments for this Agreement for periodic payment in the current or any future
fiscal period, then the obligations of the Exchange to make payments will be delayed or be
reduced accordingly or the Exchange shall have the right to terminate the Agreement as provided
in Section 21.6 or suspend the Project as provided in Section 15.5, but without a 30 Day limit. If
such funding is reduced and the Exchange does not exercise such rights to terminate, the
Exchange shall determine which aspects of the Agreement shall proceed and which Services
shall be performed, with Contractor’s Charges for such Services and Deliverables reduced
proportionately. In these situations, the Exchange will pay Contractor for Services and
Deliverables and certain of its costs in accordance with the terms of Section 21.6. Any
obligation to pay by the Exchange will not extend beyond the end of the Exchange’s then current
funding period.

3.9.3 Contractor expressly agrees that no penalty or damages shall be
applied to, or shall accrue to, the Exchange in the event that the necessary funding to pay under
the terms of this Agreement is not available, not allocated, not allotted, delayed or reduced and
the Exchange shall not be responsible for any costs, expenses or losses incurred by Contractor as
a result of the Exchange’s termination or suspension of the Agreement or reduction of Services.
Notwithstanding California Government Code Section 927 et seq, Contractor shall not charge
interest on late payments or terminate the Exchange due to the lack of a State budget, and
Contractor shall continue to provide its Services if there is no State budget, even if payments are
not being made to Contractor by the Exchange as a result.

3.10 Advance Payments Prohibited. No advance payment shall be made
for Deliverables or Services furnished by Contractor pursuant to this Agreement.
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3.11 No Additional Consideration. Except as expressly provided in
Exhibit A, Contractor shall not be entitled to nor receive from the Exchange any additional
consideration, compensation, salary, wages, or any other type of remuneration for Services
rendered under this Agreement. Specifically, Contractor shall not be entitled by virtue of this
Agreement to consideration in the form of overtime, health insurance benefits, retirement
benefits, disability retirement benefits, sick leave, vacation time, paid holidays, or other paid
leaves of absence of any type or kind whatsoever. In addition, Contractor shall not charge
interest on any late payments, notwithstanding California Government Code Section 927 et seq.

4, Project Management.

4.1 Overall Responsibility. Contractor shall have responsibility for
managing the Project in accordance with the requirements of the Agreement.

4.2 Reports and Meetings.

4.2.1 The Contractor Project Manager and other Key Staff shall
participate in weekly status meetings with the Exchange Project Director and other members of
the Exchange’s Project team during the Project at times as mutually agreed upon in a Project
management plan or as indicated in the Solicitation. These status meetings shall follow a preset
agenda jointly prepared by the Contractor Project Manager and the Exchange Project Director,
but will also allow both Contractor and the Exchange to discuss other issues that may concern
either party.

4.2.2 Brief written status reports shall be provided by Contractor at least
24 hours prior to these weekly meetings. Status reports shall describe the previous week’s
activities, including Deficiencies encountered and their disposition, results of tests, whether or
not deadlines were met, and any Deficiencies that may have arisen that need to be addressed
before proceeding to the next activities. Also described will be the anticipated activities for the
current week and any changes to project risks and risk mitigations. These weekly status reports
shall be Deliverables provided by Contractor in accordance with the Solicitation and Work Plan.

4.2.3 Contractor shall produce a monthly report summary that compares
actual performance by Contractor of the Services (including but not limited to activities related
to Deliverables) to budgeted Charges and dates in the Schedule. Contractor shall provide such
monthly report summary for such Services to the Exchange. These monthly status reports shall
be Deliverables provided by Contractor in accordance with the Solicitation and Work Plan.

4.2.4 As reasonably requested by the Exchange, the Contractor Project
Manager shall assist the Exchange Project Director in preparing and shall prepare special reports
and presentations related to the Project management. The Contractor Project Manager shall also
provide or produce such reports or information as is reasonably requested by the Exchange
Project Director regarding the Project.

4.2.5 Contractor shall provide the Exchange Board of Directors with a
summary report promptly upon any of the following circumstances: (a) any and all significant or
serious Deficiencies, risks or concerns with the System or Hosting Services or their quality, or
the design, development or implementation of changes thereof; or (b) any other circumstances
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which have or if not remedied will likely have a significant or serious negative impact on the
Project, the System, the Hosting Services, the design, development or implementation of changes
thereof, or the Deliverables or other Services, including without limitation the cost or time for
completion.

4.2.6 Contractor senior management and Subcontractor senior
management (in Contractor’s discretion) shall meet on a calendar quarterly basis with executives
of State sponsoring departments for the Contractor Project Manager to report on the status of the
Project, progress in completing the Work Plan, issues and risks on the Project, and plans to
resolve outstanding issues.

4.3 Contractor Project Manager.

4.3.1 Contractor shall assign to the Project a Contractor Project Manager
of a management level sufficient to assure timely responses from all Contractor personnel and
whose resume and qualifications will be reviewed and must be approved by the Exchange prior
to his or her appointment as Contractor Project Manager. The approval process may include, at
the Exchange’s discretion, an interview with the proposed original or any replacement
Contractor Project Manager. The Contractor Project Manager shall be responsible for acting as a
liaison with the Exchange Project Director.

4.3.2 Contractor represents and warrants that the Contractor Project
Manager shall be fully qualified to perform the tasks required of that position under this
Agreement. The Contractor Project Manager shall function as Contractor’s authorized
representative for all management and administrative matters not inconsistent with the provisions
contained herein. The Contractor Project Manager shall have authority to make decisions and
approve Change Orders.

4.3.3 If the Contractor Project Manager is removed or replaced,
Contractor will promptly (and in all cases within 48 hours) provide Notice to the Exchange and
submit a resume of another qualified candidate. Contractor must obtain approval of the
replacement Contractor Project Manager from the Exchange, prior to his or her beginning work
on the Project. Contractor shall temporarily fill the Contractor Project Manager within seven
Days of it being vacated and shall fill the position with a permanent fulltime replacement within
45 Days of the Contractor Project Manager’s removal or departure.

4.4 Contractor Staff.

4.4.1 Prior to the Execution Date, Contractor shall have provided to the
Exchange names of and resumes for Key Staff for the Project and their positions during the
Project and while performing Services, including but not limited to Hosting Services. Contractor
shall also provide to the Exchange job descriptions for Key Staff positions.

4.4.2 Except in the case of a legally required leave of absence, sickness,
death, termination of employment or unpaid leave of absence, Key Staff shall not be changed
during-the-Proeject-from the people who were described in Exhibit A and the Response without
the prior written approval of the Exchange_until completion of their assigned tasks, as described
in the Work Plan or Acceptance of the System and Hosting Services if- such tasks are not so
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| described in the Work Plan. During the term of the Agreement, the Exchange reserves the right
to approve or disapprove Contractor’s and any Subcontractor’s Key Staff assigned to this
Agreement, to approve or disapprove any proposed changes in Key Staff, or to require the
removal or reassignment of any Contractor or Subcontractor Staff found unacceptable by the
Exchange, subject to the Exchange’s compliance with applicable laws. Contractor shall provide
the Exchange with a resume of any member of its Key Staff or a Subcontractor’s Key Staff
assigned to or proposed to be assigned to any aspect of the performance of this Agreement prior
to that person commencing to provide any Services.

4.4.3 All Staff proposed by Contractor as replacements for other Staff
shall have comparable or greater skills, as determined by the Exchange, for performing the
activities as performed by the Staff being replaced. Contractor assumes sole and full
responsibility for its acts and the acts of its Staff. Contractor understands and agrees that the
Exchange does not assume liability for the actions of the Staff. Contractor shall ensure that any
transition to new Staff will not affect the Schedule or provision of Services set forth in this
Agreement.

4.4.4 Contractor agrees that any claims on behalf of any person arising
out of employment or alleged employment by Contractor (including, but not limited to, claims of
discrimination against Contractor, its officers, or its agents) are the sole responsibility of
Contractor and are not the responsibility of the Exchange. Contractor will indemnify and hold
the Exchange harmless from any and all such claims asserted against the Exchange. Any person
who alleges a claim arising out of employment or alleged employment by Contractor will not be
entitled to any compensation, rights, or benefits from the Exchange (including, but not limited to,
tenure rights, medical and hospital care, sick and annual/vacation leave, severance pay, or
retirement benefits).

4.5 The Exchange Project Director. The Contractor Project Manager’s
primary point of contact in matters of Project management shall be the Exchange Project
Director. The Exchange Project Director or his or her designee or successor will manage this
Agreement on behalf of the Exchange and will be the principal point of contact for the
Contractor concerning Contractor’s performance under this Agreement.

4.6 Reference and Background Checks. Due to the confidential nature of
the information and materials which will be accessible to Contractor, the Exchange shall have
the right to conduct reference checks and background checks on Contractor Staff to be used to
provide the Services. The Exchange reserves the right in its sole discretion to reject any
proposed Staff as a result of information produced by such reference checks, background checks,
or additional sources of information.

4.7 Records Retention and Access Requirements.

4.7.1 Contractor shall agree to the conditions of all applicable State and
federal regulations, which are incorporated herein by this reference, regarding retention and
access requirements relating to all financial and programmatic records, supporting documents,
statistical records, and other records of this Agreement. In addition, Contractor shall agree to the
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terms which are set forth below regarding retention of records and access for State and federal
government officials.

4.7.2 Contractor and its Subcontractors shall maintain books, records,
documents and other evidence which sufficiently and properly reflects the accuracy of amounts
billed to the Exchange during the performance of this Agreement and their compliance with
applicable laws and regulations, and shall retain all such records for seven years after the
expiration or termination of this Agreement. Records involving matters in litigation related to
this Agreement shall be kept for one year following the termination of litigation, including all
appeals if the litigation has not terminated within seven years from the date of expiration or
termination of this Agreement.

4.7.3 All such records shall be subject at reasonable times and upon
prior Notice to examination, inspection, copying, or audit by personnel so authorized by the
Exchange Project Director and/or State and federal officials so authorized by law, rule,
regulation or contract, when applicable. During the term of this Agreement, access to these
items will be provided within Sacramento County, California at the Exchange’s Project Facility.
During the seven year period after this Agreement term or one year term following litigation,
delivery of and access to these items will be at no cost to the Exchange at a Site in Sacramento,
California. Contractor shall be responsible for any audit exceptions or disallowed costs incurred
by Contractor or any of its Subcontractors.

4.7.4 The records retention and review requirements of this Section 4.7
shall be included by Contractor in any of its subcontracts with Subcontractors. The Exchange’s
personnel shall be accompanied by Contractor personnel at all times during any examination,
inspection, review or audit. Contractor shall make no charges to the Exchange for services
rendered in connection with an audit requested by the Exchange.

4.7.5 As part of the Services, Contractor shall provide, upon the
Exchange’s request, a copy of those portions of Contractor’s and its Subcontractors’ internal
audit reports relating to the Services provided to the Exchange under this Agreement.

4.7.6 Contractor shall undergo an annual SSAE No. 16 or successor
audit throughout the term. If any relevant exceptions are noted, Contractor shall correct those
exceptions in a timely manner. Contractor shall provide a copy of the most recent such review
or audit within 60 Days of its completion and Contractor’s then current review or audit on the
Execution Date.

4.8 Accounting Requirements. Contractor shall establish and maintain an
accounting system with procedures and practices in accordance with generally accepted
accounting principles. The accounting system shall maintain records pertaining to the Services
and all other costs and expenditures made under this Agreement, and the costs properly
applicable to the Agreement shall be readily ascertainable therefrom.

4.9 Supplemental Contracts.

4.9.1 the Exchange may undertake or award supplemental contracts for
work related to this Agreement, or any portion thereof. Contractor shall cooperate with such
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other contractors and the Exchange in all such cases. Contractor shall ensure that all
Subcontractors shall abide by this provision.

4.9.2 Itis understood and agreed by the parties hereto that Contractor
shall not be responsible for the acts or failures to act of any such other contractors or for any
delays which may be caused by any such other contractors, except that Contractor shall be
responsible for delays of, or acts or failures to act of, such other contractors to the extent such
delays, or acts or failures to act are caused by or due to the fault of Contractor.

4.10 Inspections. State and federal agencies and their agents shall, at all
reasonable times, have the right to enter Contractor’s facilities, premises or such other places
where duties under the Agreement are being provided to inspect, monitor, or otherwise evaluate
Contractor’s performance, compliance and/or quality assurance under this Agreement.
Contractor and all Subcontractors must provide reasonable access to all Facilities and assistance
to the Exchange, State and federal Government authorized representatives and their agents. All
inspections and evaluations shall be performed by Contractor in such a manner that they will not
unduly delay work.

5. Services and Resources.

5.1 Performance. Contractor shall begin to perform the Services on the
Execution Date. Contractor shall perform the Services as described in this Agreement.

5.2 Necessary Resources. Contractor shall provide the Staff and all other
materials and resources necessary for the performance of the Services.

5.3 Changes in Performance. Charges shall be reduced to the extent that
the Exchange performs obligations whi