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California Health Benefit Exchange
Contract Solicitation and Model Contract — HBEX5
Qualified Health Plan Management &
Delivery System Improvement
Under the Level 1 Establishment Grant

1. INTRODUCTION:

This notice provides important information regarding the California Health Benefit
Exchange’s interest in and selection of a Contractor who shall provide consulting
services. The Contractor will perform highly specialized consulting services to assist the
Exchange in setting up a process for the competitive selection of and terms for Qualified
Health Plans (Health plans).The services provided in the Model Contract are important
objectives in the Exchange’s Level 1 Establishment Grant and are needed as the
Exchange works towards full implementation of Exchange and program integration
functions.

Proposers are invited to review and respond to this solicitation. The term “proposer” and
“vendor” shall be used interchangeably within this solicitation document. To submit a
proposal to provide consulting services, as set forth in the Model Contract’s Exhibit A,
Statement of Work, proposers must:

o Comply with the instructions contained in this document;
¢ Meet the minimum qualification requirements;

e Comply with and propose an approach to the basic requirements specified in the
Model Contract’s , Exhibit A, Statement of Work; and

e Agree to the contract terms and conditions which are set forth in the Model
Contract’s Exhibits B, C, D, and E.

Please read this document carefully. Make sure you respond to the solicitation by the
due date. Please refer to the “Key Action Dates” shown below in Section 3.

2. CONTRACT TERM AND TOTAL CONTRACT VALUE:
Contract Term Total Contract Value:
March 1, 2012-November 1, Not to exceed $600,000
2012 (Six-hundred thousand dollars)
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3. KEY ACTION DATES:

Important Key Action Dates (Subject to Change)

Release of Solicitation and Model Contract December 22, 2011

Proposals Due from Vendors January 30, 2012
(by 5:00 p.m. PST)

Important Key Action Dates (Subject to Change)

State Evaluation, Negotiations and Vendor Selection Process Janua;lry 316 2012
throug

February 15, 2112

Notification of Intent to Award February 16, 2012

Last Day to Protest Selection February 27, 2012

(Date the protest must be
received by the Exchange.)

Contract Award Final Contract Development and Execution March 1, 2012

(Assumes no protest. A protest
will delay this event.)

4. BACKGROUND:

Soon after the passage of national health care reform through the Patient Protection and
Affordable Care Act of 2010 (ACA), California became the first state to enact legislation
to establish a qualified health benefit exchange (Chapter 655, Statutes of 2010-Perez
and Chapter 659, Statutes of 2010-Alquist). The California state law is referred to as the
California Patient Protection and Affordable Care Act (CA-ACA).

Starting in 2014, the California Health Benefit Exchange will be offering a statewide
health insurance exchange to make it easier for individuals and small businesses to
compare plans and buy health insurance in the private market. The focus of the
Exchange will be on individuals, including those eligible for subsidies only available
through the Exchange, and small businesses, including those which qualify for tax
credits and subsidies under the ACA,. The Exchange’s goal is to make affordable
insurance available to all qualified individuals and to all California businesses with less
than 50 employees.

In October, 2011 the Exchange Board adopted an ambitious Statement of Vision,
Mission and Values:

VISION: The vision of the California Health Benefit Exchange is to improve the health of
all Californians by assuring their access to affordable, high quality care.

MISSION: The mission of the California Health Benefit Exchange is to increase the
number of insured Californians, improve health care quality, lower costs, and reduce
health disparities through an innovative, competitive marketplace that empowers
consumers to choose the health plan and providers that give them the best value.
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Based on this vision and mission, the goals and objectives of the California Health
Benefit Exchange in selecting health plan partners are to:

¢ Reduce the number of uninsured Californians by creating an organized,
transparent marketplace for Californians to purchase affordable, quality health
care coverage, help individuals to claim available federal tax credits and cost-
sharing subsidies, and to meet the personal responsibility requirements imposed
under the federal act (ACA);

e Be consumer-focused, by offering a consumer-friendly experience that is
accessible to all Californians, recognizing the diverse cultural, language,
economic, educational and health status needs.

e Be a catalyst for change by strengthening the health care delivery system;

e Serve as an active purchaser, including creating competitive processes to select
participating carriers and other contractors;

¢ Require that health care service plans and health insurers issue coverage in the
individual and small employers markets and compete on the basis of price,
quality, and service (and not on risk selection);

e Assure integrity through a commitment to accountability, responsiveness,
transparency, speed, agility, reliability and cooperation; and

o Meet federal and state law requirements, guidance and regulations.

The Exchange is an independent public entity within California State Government. It is
governed by a five-member board appointed by the Governor and Legislature. Four of
the members are appointed for four year terms, two by the Governor, one by the Senate
Rules Committee and one by the Speaker of the Assembly. The California Secretary of
Health and Human Services is a voting ex-officio member of the Board. The Board
elected the California Secretary of Health and Human Services Agency as Chair,
signaling its intention to actively coordinate and collaborate with existing state agencies
involved in providing health coverage to Californians.

The Exchange works in close partnership with the:

e Department of Health Care Services, which oversees and administers the
California’s Medicaid Program (Medi-Cal);

e Managed Risk Medical Insurance Board, which oversees and administers the
California’s Children’s Health Insurance Program (Healthy Families and Access
for Infants and Mothers), and both the state and ACA funded high risk pools
(Major Risk Medical Insurance Program and Pre-Existing Condition Insurance
Plan);

e Two agencies that regulate health insurance in California, the Department of
Managed Health Care and Department of Insurance;

e The Centers for Medicare and Medicaid Services (CMS), under CMS both the
Center for Consumer Information and Insurance Oversight and the Center for
Medicaid, other major purchasers of health care, such as California Public
Employees Retirement System and large employers; and
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e A broad range of stakeholders whose constituencies will be impacted by health
care reform.

The Exchange is currently funded through a $39 million federal Level | Establishment
Grant for administrative and consultant services through August 14, 2012. During the
Level | Grant, the Exchange has or will conduct planning, research and early
implementation activities revolving around the eleven (11) Core Areas set forth by the
U.S. Department of Health and Human Services in the Level | Grant application. These
are, in brief, the following:

l. Background Research;
Il. Stakeholder Consultation;
Il. Legislative and Regulatory Action;

V. Governance,

V. Program Integration;

VI. Exchange Information Technology Systems;

VII. Financial Management;

VIIl.  Oversight and Program Integrity;

IX. Health Insurance Market Reforms;

X. Consumer Assistance for Individuals and Small Businesses; and
XI. Business Operations.

Successful progress toward addressing these Core Areas will assure that the Exchange
can meet the federal standards for becoming a federally qualified health exchange by
January 1, 2013 and be a fully operational entity that provides easier access to quality,
lower cost health insurance on January 1, 2014.

This solicitation focuses on the specific Core Areas IX (Health Insurance Market
Reforms) and Xl (Business Operations). The Exchange is seeking a highly qualified
Contractor (which may include multiple partners through joint partnerships or
subcontracting) to assist staff in developing a process for certification, selection and
management of Qualified Health Plans (Health plans) and in developing programs and
policies through which the Exchange can foster improvements in the delivery of health
care. The selection process must assure that Health plans offered by the Exchange
meet state and federal certification requirements and that the Exchange evaluates
specific health plan quality and quality improvement standards that are in the best
interest of enrollees in the Exchange. The Contractor will also assist staff in developing
its terms and conditions for Health plans.

5. ADDITIONAL INFORMATION:

e Additional information regarding the California Health Benefit Exchange,
including the full Vision, Mission and Values Statement, is available on our
website at: www.healthexchange.ca.gov

Solicitation Process — HBEX5
Page 4 of 14



http://www.healthexchange.ca.gov/

e The Federal ACA may be located at www.healthcare.gov. Useful sections for
this project are Section 1311 (c) (1) (d)(4)(A) and (e) for standards on
Qualified Health Plans and Sections 1341, 1342 and 1343 on risk avoidance.

e The enabling California state law, which enacted a California Health Benefit
Exchange (CA-ACA,) may be located at: www.healthexchange.ca.gov

o California Health Benefit Exchange Level | Establishment Grant may be
located at:
www.healthexchange.ca.gov/Grants/Pages/Grantinformation.aspx

e The proposed federal regulations impacting the Exchange are located at:
www.healthcare.gov/center/regulations/index.html

e Other Helpful Websites:

- www.healthcare.gov

cciio.cms.gov
www.mrmib.ca.gov

www.dhcs.ca.gov

www.dmhc.ca.gov

N 2

WWwWw.insurance.ca.gov

6. CONTACT PERSONS:

The contact persons for this solicitation are Dennis Gilliam, Contracts Administrator and
Thien Lam. Mr. Gilliam and Ms. Lam may be contacted via e-mail at
HBEXSolicitation@hbex.ca.gov or by telephone at (916) 263-0743 for Mr. Gilliam and
(916) 263-4272 for Ms. Lam.

During the solicitation process, all inquiries regarding this solicitation shall be directed to
Mr. Gilliam or Ms. Lam who will coordinate responses with other Exchange staff. When
submitting inquiries, proposers must reference this solicitation number (i.e. HBEX5).
The last day to submit inquiries is Wednesday, January 25, 2012 (at 5:00 p.m.
PST). Responses to inquiries will be posted on the Exchange’s website at
www.healthexchange.ca.gov .

7. CONTRACTING PROCESS:

Enabling statues exempt the Exchange from certain provisions of the state law related to
competitive bidding. The Exchange is committed to assuring a fair, open and rigorous
competition for the award of this contract and will use a competitive negotiation process
to select a Contractor. The competitive negotiation process is not a Request for
Proposals (RFPs). Rather, it is a dynamic competitive process through which the
Exchange can evaluate and test, through a negotiation process, the strengths and
weaknesses of the vendors and their proposals, and make a final selection based on the
criterion contained in this solicitation document. The goal of the process is to negotiate
the maximum levels of services available for a competitive price and for the Exchange to
obtain the overall best value.
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In the competitive negotiation process, all proposers are encouraged to offer their best
method of how to provide services in order to achieve the Exchange’s desired outcomes
and make use of their best individual business practices. The Exchange reserves the
right to:

e Accept proposals as submitted;
o Reject a part or all of a proposal; and/or
o Reject all proposals.

Proposers who have demonstrated greater ability and experience in developing a health
plan selection and management process may be invited to discuss and provide further
information on their experience and solutions proposed by the vendor to the Exchange,
and/or improvements to the vendor’'s submitted proposal. Proposers shall be invited to
enter into negotiations with the Exchange at the sole discretion of the Exchange.

Vendors may subcontract with other entities to provide services under this contract. The
use of any subcontractor must be fully explained in the vendor’s proposal. Any and all
subcontracts entered into by the Contractor for the purpose of meeting the requirements
of the contract are the responsibility of the Contractor. The Exchange will hold the
Contractor responsible for assuring that subcontractors meet all of the requirements of
the negotiated contract for services.

8. CONFLICT OF INTEREST FOR SELECTED CONTRACTOR:

Contractor acknowledges that, in governmental contracting, even the appearance of a
conflict of interest is harmful to the interest of the State. Thus, Contractor agrees to
refrain from any practices, activities or relationships that could reasonably be considered
to be in conflict with Contractor's fully performing his/her obligations to the State under
the terms of this Contract. Contractor shall inquire about and require disclosure by its
Staff and Subcontractors of all activities that may create an appearance of conflict. In the
event that Contractor is uncertain whether the appearance of a conflict of interest may
reasonably exist, Contractor shall submit to the State Project Manager a full disclosure
statement setting forth the relevant details of any activity which the Contractor
reasonably believes may have the appearance of a conflict of interest for the State's
consideration and direction. Failure to promptly submit a disclosure statement setting
forth the relevant details for the State’s consideration and direction shall be grounds for
Termination of this Contract.

Consistent with the Public Contract Code Section 10365.5, no person, firm or subsidiary
who has been awarded a consulting services contract may submit a bid, nor be awarded
a contract, for the provision of the services, procurement of goods or supplies, or any
other related action that is required, suggested, or otherwise deemed appropriate in the
product of the consulting service contract. This does not apply to:

(@) Any person, firm, or subsidiary thereof who is awarded a subcontract of a
consulting services contract which amounts to no more than 10 percent of the
total monetary value of the consulting services contract.
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(c) Consulting services contracts subject to Chapter 10 (commencing with Section
4525) of Division 5 of Title 1 of the Government Code.

All financial, statistical, personal, technical, and other data and information related to the
California Health Benefit Exchange’s operations that are not publicly available and that
become available to Contractor shall be protected by Contractor from unauthorized use
and disclosure. Contractor agrees that Contractor shall not use any non-public
information for any purpose other than carrying out the provisions of the Agreement.

9. DARFUR CONTRACTING ACT CERTIFICATION:

All proposers must address the requirements of the Darfur Contracting Act of
2008 for the reason described in the Public Contract Code Section 10475. Complete
and sign Attachment 4. Any scrutinized companies are ineligible to, and cannot,
submit a proposal for contract with a State agency for goods or services. A scrutinized
company is defined in the Public Contract Code Section 10476. However, proposals
may be submitted by scrutinized companies if permission is obtained first from the
Department of General Services, according to the criteria set forth in the Public Contract
Code Section 10477(b).

10. EVALUATION AND SELECTION CRITERION:

The Exchange will select a vendor based on an assessment of the best overall value to
the Exchange. The California Health Benefit Exchange is not required to select the
lowest priced proposal submitted. The Exchange will review responses to this
solicitation in their entirety, using the following factors as noted below.

The Exchange will accept proposals only from vendors, joint ventures and partnerships
which meet the following minimum qualifications. This will be determined through a
review of both the vendor’s (and/or proposed partners’ or subcontractor’s) past
experience and the experience of the key individuals who will be working on this project,
as reflected in their submitted resumes.

A. Minimum Qualifications:

. Experience with prior projects in successfully developing competitive
standards for the evaluation and selection of health plans by public or
private entities;

. Experience with prior projects in successfully developing standards and
procedures, or providing advice, on the oversight and monitoring of health
plan performance, which may include licensing or certification,
decertification and recertification, of health plans at either the state or
federal levels;

. Experience with prior projects in the successful assessment of the
relationship between health plan contracting and payment processes and
the promotion of high quality care among providers; and

. Experience in project management of large scale projects with multiple
deliverables and aggressive timelines.
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Desirable Qualifications:

o Knowledge of and experience with projects involving implementation of
the federal ACA, or with state operated health care exchanges pre-dating
the ACA;

. Knowledge of and experience with projects involving the development of
health coverage contracting standards and quality standards, through
state and local programs, especially Medicaid and/or Children’s Health
Insurance Program,;

° Knowledge of and experience with California health insurance markets,
especially the individual health insurance market and small employer
health coverage markets, its regulation and the interface of the California
health insurance market with state and local health coverage programs;

o Experience with prior health coverage or health system projects involving
the interactions between local, state and/or federal government with
stakeholder groups;

° Knowledge of and experience with health plan and provider level
performance measurement, payment and quality improvement initiatives;

. Knowledge of the health care delivery systems in California, with
particular knowledge of safety net providers, including community clinics,
public hospitals and other essential community providers.

Approach and Methodology for Tasks Specified in the Model Contract
Exhibit A, Statement of Work:

. Demonstrates originality, practicability, efficiency and feasibility of the
proposer’s approach in achieving and accomplishing the tasks specified
in the Model Contract’s Exhibit A, Statement of Work;

. Demonstrates capacity to effectively carry out the tasks in the Statement
of Work, with the necessary and appropriate staffing and expertise,
including program, research, policy, analytical, actuarial and
administrative staff and/or project partners;

o Demonstrates ability to be innovative and creative by improving the
concepts, approaches and strategies originally identified in the Exhibit A,
Statement of Work.

. Demonstrates knowledge and ability to develop program design
recommendations and strategies identified in the Statement of Work in a
manner that will comply with state and federal statutory and regulatory
requirements;

° Demonstrates ability to tailor project activities and deliverables to the
unique aspects of California’s health insurance markets and existing
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public programs, as well as demonstrating ability to “think outside of the
box;”

o Demonstrates ability to effectively and successfully develop a health plan
selection strategy, including an implementation timeline and a model
contract solicitation; and

o Demonstrates ability to effectively and successfully develop a plan for
health plan performance monitoring and for the development of health
plan standards, including potential contract terms regarding network
design, provider payment methods to promote better quality and other
guality and performance standards.

D. Proposed Project Cost:

o The proposed fixed fees for each of the project deliverables as specified
in the Model Contract’s Exhibit A (Statement of Work) must be
competitive with those proposed by other vendors and be the best overall
value;

o Appropriate level of staff proposed for each task, as reflected in the
Proposal Cost Format (Attachment 1); and

. Proposed costs adequately reflect the vendor’s ability to meet the key
tasks, perform the services specified in the Model Contract’s Exhibit A
(Statement of Work) and proposer’s approach and methodology to
achieve the tasks required in the Statement of Work.

E. Acceptance/Modification to Model Contract Language:

. A request to change the language of the Model Contract in a way that the
Exchange, at its discretion, concludes will improve the Statement of
Work, project deliverables and/or other terms of the Model Contract,
will count in favor of the proposer during the evaluation and
selection process; and

° A request to change the language of the Model Contract in a way that
indicates the proposer’s inability or unwillingness to meet the objectives
and goals of this project, or to accept other model contract
terms/language, will count against the proposer during the evaluation
and selection process.

11. PROTEST PROCESS:

A protest may be submitted according to the procedures set forth below. If a vendor has
submitted a proposal which it believes to be totally responsive to the requirements of the
solicitation process and believes the proposer should have been selected, according to
the evaluation and selection criteria (in Section 9 of this solicitation document) and the
proposer believes the Exchange has incorrectly selected another proposer for the
award, the proposer may submit a protest of the selection as described below. Protests
regarding selection of the “successful proposer” will be heard and resolved by the
California Health Benefit Exchange’s Executive Director.
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All protests must be made in writing, signed by an individual who is authorized to
contractually bind the proposer, and contain a statement of the reason(s) for protest,
citing the law, rule, regulation or procedures on which the protest is based. The
protester must provide facts and evidence to support their claim. Certified or registered
mail must be used unless delivered in person, in which case the protester should obtain
a receipt of delivery. The final day to receive a protest is ten calendar days after the
Notification of Intent to Award. Under the current schedule, the final day for
receiving a protest would be Monday, February 27, 2012 (by 5:00 p.m. PST).
Protests must be mailed or delivered to:

Street Address: Mailing Address:
California Health Benefit Exchange California Health Benefit Exchange
Contracts Administrator Contracts Administrator
2535 Capitol Oaks Drive, Suite #120 2535 Capitol Oaks Drive, Suite #120
Sacramento, CA 95833 Sacramento, CA 95833

12. PROPOSAL FORMAT & CHECK LIST:

Proposals must be received by the Exchange and are due on Monday, January 30,
2012 (by 5:00 p.m. PST). Vendors must ensure that their proposal complies with the
instructions contained in this solicitation document. Materials submitted by proposed
vendors will be kept confidential to the extent provided by law.

When submitting proposals, vendors must assure that eight (8) separately bound copies
of their proposal are received by the Exchange. Proposals must be completely sealed
and mailed or delivered to:

California Health Benefit Exchange
Solicitation Process HBEX5
2535 Capitol Oaks Drive, Suite #120
Sacramento, CA 95833
Late proposals will not be accepted.

A. Cover Letter (Maximum 1 Page):

Include a cover letter (on company letterhead) with the following information:

1) Proposer's company hame, mailing address and telephone number;

2) Name, telephone number, fax number, e-mail address, and title of a
contact person;

3) Title of this solicitation;

4)  Federal Tax Identification Number and all information required to
complete the coversheet of the Model Contract (STD 213);

5) If the proposer is a Disabled Veteran Business Enterprise (DVBE) or
State Certified Small Business (CSB), include their Certification Number
and expiration date. However, no preference points for being a certified
DVBE or CSB will be given to the proposer;
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B.

6)
7

Submission date of the proposal; and

Signature of an individual authorized to enter into contracts on behalf of
the proposer.

Vendor Qualifications & References (Maximum 25 pages):

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

Provide an overall description of the proposer’s organization, the date
the organization was established, type of ownership, location of
headquarters, and major offices in California (if applicable), and number
of employees in the organization. If the proposer represents a joint
venture, provide information on all of the project partners with
identification of the primary partner;

Describe the proposer’s understanding and knowledge of both the
federal Affordable Care Act and the state legislation implementing the
ACA in California.

Describe the proposer’s understanding and knowledge of the mission,
vision, goals and objectives of the California Health Benefit Exchange;

Describe the proposer’s understanding and knowledge of the goals and
objectives of this project (as described in the “Background” narrative of
this solicitation document [Section 4], as well as the Model Contract’s
Exhibit A, Statement of Work);

Describe and provide examples of the proposer’s capabilities, skills, and
experience with prior projects in successfully developing competitive
standards for the evaluation and selection of health plans by public or
private entities;

Describe and provide examples of the proposer’s capabilities, skills, and
experience with prior projects developing standards and procedures, or
providing advice, on the licensing or certification, decertification and
recertification, of health plans at either the state or federal levels;

If applicable, describe the proposer’s knowledge of and experience with
projects involving implementation of the federal ACA, or with state
operated health care exchanges pre-dating the ACA,;

If applicable, describe the proposer’s prior experience working with
other state agencies in California, including the Department of Health
Care Services, Managed Risk Medical Insurance Board or the
California Public Employees Retirement System;

If applicable, describe the proposer’s knowledge of and experience with
projects involving the development of health insurance delivery
standards, quality standards and pay for performance through state and
local programs, especially Medicaid and/or Children’s Health Insurance
Program;

If applicable, describe the proposer’s knowledge of and experience with
California health insurance markets, especially the individual health
insurance market and small employer health coverage markets, its
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regulation and the interface of the California health insurance market
with state and local health coverage programs;

11) |If applicable, describe the proposer’s knowledge and experience with
prior health policy or health delivery system projects involving the
interactions between local, state and/or federal government with
stakeholder groups;

12) Provide a chart describing the organization’s structure and a statement
where the project staff fit into the structure;

13) Identify the key personnel who will work on this project. Include
resumes for each key person, describing their experience, tenure and
expertise that qualifies them to work on this contract (See item 10.C.
below on the submission of resumes);

14) Describe the availability and accessibility of key personnel;

15) Provide five (5) references who are knowledgeable about the proposer’s
work on current or recent contracts. The references should be selected
for contracts that are related to the health care industry and tasks for
which the Exchange is seeking services. Provide the following
information for each reference:

a) Name, title, address, telephone number, and e-mail address;
and

b)  Brief description of the type of services performed.

16) If the proposer was a previous or is a current Contractor with the State
of California, provide the following information noted below for contracts
from the prior three (3) years:

a) Contracting State of California department’s name;
b) Contract term date (i.e. start and end dates);

C) Contract Number;

d) Summary of services performed and provided; and

e) Contract amount.

C. Key Personnel Resumes (Maximum of 5 Pages for Each Individual):

Provide resumes of key personnel who will provide the services contained in the
Model Contract’s Exhibit A, Statement of Work. The resumes should clearly
demonstrate that the person possesses the experience and knowledge required
to execute the tasks and develop the deliverables specified in the Statement of
Work. The resume should contain the individual's academic and professional
achievements, as well as participation and affiliation with any professional
organizations.

D. Use of Subcontractors or Joint Proposals (Maximum 5 pages):

List and provide a summary of all subcontractors or joint partners that will be
used for this Contract. Given the broad range of tasks in this solicitation, the
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E.

Exchange encourages the use of collaborative proposals using joint partnerships
or subcontractors. Include the following information on each proposed
subcontractor or joint partner:

1) Name and address of the subcontractor and the name, telephone
number and e-mail address of the subcontractor’s main contact person;

2)  Brief description of which tasks or projects the subcontractor will
perform, or assist in performing, and how the subcontractor will be a
benefit and value for the task or project;

3) Brief description of the subcontractor’s background and experience and
resumes of the subcontractor’s key staff assigned to the project;

4)  Estimated cost of each subcontractor for the proposed tasks or projects,
based on actual price quotes or negotiations with the proposed
subcontractor; and

5) If the proposed subcontractor is a Disabled Veteran Business
Enterprise or State Certified Small Business, include their Certification
Number and expiration date.

Approach and Methodology to Perform Services in Exhibit A, Statement of Work
and Project Timeline (Maximum 25 pages):

1) Describe the proposer’s detailed approach for achieving and
accomplishing the tasks needed by the Exchange, as set forth in this
solicitation document and the Model Contract’s Exhibit A, Statement of
Work;

2) Describe, in detail, any other alternative, innovative and creative
approaches for improving the concepts and strategies which were
originally identified in the Model Contract’s Exhibit A, Statement of
Work;

3) Develop a detailed timeline or work plan which identifies key milestones
and tasks that need to be performed, in order to provide services under
this Agreement; and

4) Describe the software and tools that the proposer will use to manage
this project.

F. _Acceptance/Modifications to Model Contract Language

This solicitation document includes the Model Contract, Exhibit A through Exhibit
E. Proposers are encouraged to offer alternative, innovative or creative
approaches in improving the concepts and strategies originally identified in
Exhibit A, Statement of Work. Proposers must include a revised Statement of
Work to fully reflect the vendor’s proposed alternative approaches and
methodologies.

Proposers interested in contracting with the Exchange must carefully review the
contract and prepare a “red-line version,” indicating modifications and changes to
the contract. Do not re-type the Model Contract.

Solicitation Process — HBEX5
Page 13 of 14




G.

Proposed changes must be documented directly on the enclosed Model
Contract, using strikeouts and underlines. Strikeouts signify deletions to contract
language, whereas underlines document additional proposed contract language.
Do not use italics or “track changes.” Wherever appropriate, additional pages
may be inserted.

In the event the proposer does not have any modifications to the Model Contract
Language, include a one page insert indicating that there are no additional
modifications. The proposer does not need to include a copy of the Model
Contract with their proposal if there are no proposed modifications.

Note that changes to the Model Contract will be evaluated as part of the
Evaluation and Selection Criteria, as prescribed in Section 9.

Project Cost:

Estimate the number of hours for each staff person who will perform services for
this contract. Identify the hourly rates for each staffing level, administrative
overhead rate, and costs for any subcontract. Identify the proposed fixed costs
for each of the four tasks identified in the Model Contract, Exhibit A, Statement of
Work. When submitting the Project Cost, use the format shown on Attachment
1.

Signed Contractor Certification Clauses (CCC-307):

A completed and signed Contractor Certification, which certifies that the vendor
is in compliance with State required Contractor Certification Clauses. This must
be signed by a person authorized to sign contracts, preferably the individual
signing the cover letter. This is Attachment 2.

Certification regarding Debarment, Suspension, Ineligibility, and Voluntary
Exclusion — Lower Tier Covered Transactions

A completed and signed Certification is required as a condition for receiving
Federal Funding. This is Attachment 3.

Darfur Contracting Act Form:

A completed and signed Darfur Contracting Act Form is required as a condition to
submit a proposal. This must be signed by a person authorized to sign contracts,
preferably the individual signing the cover letter. This is Attachment 4.

Solicitation Process — HBEX5
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STATE OF CALIFORNIA
STANDARD AGREEMENT

MODEL CONTRACT

AGREEMENT NUMBER
XXXXXXXXXX

REGISTRATION NUMBER

=

This Agreement is entered into between the State Agency and the Contractor named below:

STATE AGENCY’S NAME

California Health Benefit Exchange

CONTRACTOR’S NAME

2. The term of this

Agreement is: March 1, 2012 through November 1, 2012

3. The maximum amount $ 600,000.00
of this Agreement is: Six-Hundred Thousand Dollars and Zero Cents

N

part of the Agreement.

. The parties agree to comply with the terms and conditions of the following exhibits which are by this reference made a

Exhibit A — Statement of Work 9 pages
Exhibit B — Budget Detail and Payment Provisions 3 pages
Exhibit C — General Terms and Conditions 10 pages
Check mark one item below as Exhibit D:
Exhibit — D Special Terms and Conditions (Attached hereto as part of this agreement) 3 pages
Exhibit — D* Special Terms and Conditions
Exhibit E — Additional Provisions 3 pages
Attachment 1 — Resumes TBD pages

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto.

CONTRACTOR

CONTRACTOR’S NAME (if other than an individual, state whether a corporation, partnership, etc.)

BY (Authorized Signature) DATE SIGNED(Do not type)

&

PRINTED NAME AND TITLE OF PERSON SIGNING

ADDRESS

STATE OF CALIFORNIA

AGENCY NAME
California Health Benefit Exchange

BY (Authorized Signature) DATE SIGNED(Do not type)

&

PRINTED NAME AND TITLE OF PERSON SIGNING
Peter V. Lee, Executive Director

ADDRESS

2535 Capitol Oaks Drive, Suite #120, Sacramento, CA 95833

California Department of General
Services Use Only

X] Exempt per:
Government Code
Section 100505
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STATEMENT OF WORK

QOverview

The Contractor shall assist, advise and support the California Health Benefit Exchange
with the following: (1) Providing necessary timelines, cost estimates and background to
assist in the development of California’s Exchange Establishment Level Il Grant
Application; (2) Establishing standards and processes for the certification and
competitive selection of Qualified Health Plans (QHP’s) to provide health coverage in
Exchange programs; (3) Developing an ongoing program of certification, recertification
and decertification, performance measurement, quality monitoring and compliance for
participating health plans; (4) Recommending strategies for Exchange programs or
activities that might improve the broader health care delivery system in the state; and (5)
Developing an implementation timeline and process for health plan selection and
ongoing monitoring.

Level Il Grant Application Background

Consistent with the timeline included in this Solicitation, by April 15, 2012 develop a
health plan selection and implementation timeline, estimate the funding and resources
necessary to implement a selection process that includes delivery system reforms and
assist in preparing supporting documentation for the Level Il Grant Application.

Health Plan Certification and Selection

Under the ACA, the Exchange must be able to offer health coverage by January 1, 2014.
In preparation for these tasks, the Contractor shall thoroughly review the ACA federal
standards for qualified health plans in the Exchange (especially Sections 1311(c) (1),
(d)(4)(A) and (e )of the Public Health Service Act) and any relevant proposed or final
regulations relating to QHP standards, as well as applicable California law, including but
not limited to the Exchange enabling legislation, the California Patient Protection and
California Affordable Care Act (CA-ACA).

A. Minimum standards. The Contractor shall develop options and make
recommendations for minimum standards that health plans must meet to ensure
that Exchange coverage complies with applicable and appropriate state and
federal laws and regulations and such other minimum standards as may be
established by the Exchange Board. Minimum certification standards may
include but not be limited to the following:

1. Being in good standing with the requirements of a state license under the
Knox-Keene Health Care Service Plan Act of 1975 administered by the
Department of Managed Health Care, or a certificate of authority issued
by the California Department of Insurance, consistent with state law and
regulations, and taking into account the following;
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a) Contractor shall review and consider differences in the statutory
and regulatory standards for Knox-Keene regulated health plans
and health insurers under the Insurance Code and recommend
specific standards, processes, procedures and/or coordination
with Department of Managed Health Care and California
Department of Insurance as are necessary to ensure that all
health plans participating in the Exchange meet similar minimum
standards; and

b) Contractor shall review and consider the minimum statutory and
contractual requirements for health plans providing services in
programs administered by other state agencies, such as
Department of Health Care Services, Managed Risk Medical
Insurance Board and California Public Employees Retirement
System.

Compliance with all relevant provisions of state and federal law applicable
to health insurance issuers offering health coverage through exchanges,
including but not limited to:

a) Requirement to offer and provide, as a minimum, essential health
benefits as defined in federal and state law, guidance and
regulation;

b) Network adequacy standards to ensure a sufficient choice of
providers;

C) Essential Community Providers. Inclusion of a sufficient number

of essential community providers, with recommendations
regarding, at a minimum:

i. Criteria and processes to evaluate health plan proposed
networks and the extent to which the networks include
Essential Community Providers; and

il. Contract terms, ongoing requirements and strategies for
monitoring and tracking the extent to which essential
community providers deliver health care services to
enrollees in Exchange coverage.

d) Federal transparency in coverage and quality reporting
requirements.

Multiple benefit design offerings, including the multiple coverage tiers
defined in state and federal law and regulation, and benefit design
decisions adopted by the Exchange Board;
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4. Recommendations for potential additional minimum certification
standards for health plans, consistent with state and federal law, and the
mission, vision and values of the Exchange, which may include but not be
limited to demonstrated efficacy of the potential health plan in the
following areas:

a) Promoting healthy lifestyles and ensuring the provision of
recommended clinical preventive services;

b) Implementing strategies to reduce and eliminate health disparities
in ethnic and underserved communities; and

C) Success in fostering consumer involvement and shared decision
making regarding health care services and treatment options.

5. SHOP Exchange. Recommendations for specific additional
requirements, standards or contract terms that may be appropriate for
health plans participating in the Small Business Health Options Program,
(SHOP) providing coverage to small employers in the Exchange, which
may include but not be limited to, allowing or requiring Health plans
providing small employer coverage to also provide coverage for
individuals in the Exchange.

B. Selection Criteria. The Contractor shall develop options and make
recommendations regarding the criteria for health plan certification and selection,
beyond minimum standards, including specific benchmarks, performance
measures or value determinations for the Exchange to consider in certifying and
contracting with health plans to provide Exchange coverage, which may include
but not be limited to:

1. Criteria to identify and compare health plan performance on price, quality
and service, such as:

a) Evidence of consumer-focused and consumer-friendly coverage
and services;

b) Accessibility, timeliness and geographic access of the health
plan’s proposed network to serve the best interests of potential
enrollees in the Exchange, including cultural and linguistically
appropriate services and providers, and services and providers
that are accessible for persons with disabilities and special needs;

C) Affordability, competitive pricing and value for the benefits
provided,;
d) Integration and/or opportunity for coordination with other state-

administered coverage programs, including Medi-Cal and Healthy
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Families;

e) Past health plan performance on existing measures of quality and
service, such as HEDIS, the Consumer Assessment of Healthcare
Providers and Systems, federal program standards such as those
applicable to the Children’s Health Insurance Program, the
eValue8 health plan performance measurement tool of the
National Business Coalition on Health, or accreditation by a
national organization such as the National Committee on Quality
Assurance; and

f) Health plan and provider network innovations such as primary
care medical homes, chronic disease management and care
coordination.

2. Risk Mix. Recommendations for Exchange health plan selection criteria,
policies and program strategies to minimize adverse selection in
Exchange programs, which may include but not be limited to strategies
and recommended approaches affecting health plans both inside and
outside of the Exchange.

C. Certification and Selection Process. In collaboration with the Exchange,
Contractor shall identify options and make recommendations for a health plan
certification and selection process, recertification and decertification, that is
practical, efficient and timely, to ensure the Exchange can meet federal
requirements and timelines for Exchange certification by January 1, 2013. The
process shall include at a minimum:

1. The application and evaluation process for prospective health plans to
apply for and obtain certification to participate in the Exchange based on
demonstrated compliance or willingness to comply with Exchange
certification standards, as well as the process for recertification and
decertification of health plans; and

2. Coordination with and potential collaborative roles and responsibilities for
existing state agencies engaged in regulating and/or contracting with
health plans in the state, including Department of Managed Health Care,
California Department of Insurance, California Department of Health Care
Services, Managed Risk Medical Insurance Board and the California
Public Employees Retirement System.

D. Contractor shall make recommendations for ongoing monitoring of certification
and quality standards for participating health plans.

E. Consider and integrate feedback provided by Stakeholders in response to a list
of key questions and issues developed and disseminated by the Exchange prior
to the start of this contract. The Exchange will disseminate and collect input
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which the Contractor shall use in developing its recommendations.

Contractor shall submit a written report to the Exchange with options and
recommendations for minimum certification standards, health plan selection
criteria, health plan selection process and ongoing quality standards and
monitoring by June 1, 2012. The report shall be reviewed by the Exchange, sent
out for comment from program integration partners and impacted stakeholders,
and any changes or additions resulting from the review process and requested
by the Exchange, will be made within two weeks of receiving Exchange
feedback.

Delivery System Improvement

The Contractor shall advise and make recommendations to the Exchange on potential
strategies for fostering better value in California’s health delivery system. In
collaboration with the Exchange, the Contractor shall:

Conduct research and analysis of potential ways that the Exchange, through its
various ACA coverage programs and its role in the overall health coverage
marketplace, can contribute to better value in the health delivery system, including
participation in payment reforms, wellness and prevention initiatives, programs to
track and reduce health disparities among ethnic, racial and low income groups,
and through performance measurement initiatives shared with other State of
California and local health coverage programs, including but not limited to:

1. Review and analysis of existing reports, studies and references that identify
potential delivery system improvements that can be made by health
benefits exchanges through contracting and payment strategies;

2. Best practices and successful examples of public and private performance
measurement and strategies aimed at delivery system improvement, at the
federal and state level, in California and in other states; and

3. Potential partnerships for the Exchange with other public and private
purchasers in the state, and the Centers for Medicare and Medicaid
Services Innovations Center or other federal programs to improve the
overall health delivery system.

Consider and integrate feedback provided by Stakeholders in response to a list of
key questions and issues developed and disseminated by the Exchange prior to
the start of this contract. The Exchange will disseminate and collect input which
the Contractor shall use in developing its recommendations.

Include recommendations for delivery system improvements in the June 1, 2012
written report to the Exchange on the health plan selection and certification
process.
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V. QHP Selection Process and Implementation:

In consultation with the Exchange, the Contractor shall design an implementation
approach for participating health plan selection and the offering of multiple qualified
health plans in the Exchange. In collaboration with the Exchange, the Contractor shall:

A. Research and make recommendations, including the rationales for the
recommendations, for a health plan selection process that allows the Exchange to
choose the optimal number and type of participating health plans consistent with
the mission, vision and goals of the Exchange. Based on review of the available
field research, evidence and best practices in other public and private programs
and other states, the recommendations shall address the following:

a. The optimal number and type of health plan offerings to maximize value for
the Exchange and for enrollees in Exchange coverage;

b. The optimal number and type of health plan offerings to maximize and
facilitate meaningful and informed consumer choice;

c. The optimal number and type of health plan offerings for each county,
region and/or on a statewide basis and the process used to determine the
most effective mix of county, regional and/or statewide plan offerings;

d. Choice of health plan offerings that effectively address the needs of special
populations and hard-to reach communities likely to be served in Exchange
programs; and

e. Health plan offerings to support seamless continuity of coverage for
individuals and families whose eligibility fluctuates between the Exchange,
Medi-Cal and Healthy Families, which may include but not be limited to,
inclusion of existing Medi-Cal and Healthy Families participating health
plans in the Exchange and/or health plans with overlapping provider
networks with Medi-Cal and Healthy Families participating health plans.

B. Consider and integrate feedback provided by Stakeholders in response to a list of
key questions and issues developed and disseminated by the Exchange prior to
the start of this Agreement. The Exchange will disseminate and collect input which
the Contractor shall use in developing its recommendations.

C. Submit the report and recommendations for health plan certification standards,
selection process and delivery system improvements to the Exchange by June 1,
2012. The documents shall be reviewed by the Exchange, sent out for comment
from program integration partners and impacted stakeholders, and any changes or
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additions resulting from the review process and requested by the Exchange will be
made within two weeks of receiving Exchange feedback.

D. Develop and submit a model procurement document, using the Exchange’s Model
Contract Solicitation format, incorporating the health plan certification standards
and delivery systems improvements adopted by the Board, a Model Contract and
the agreed upon implementation process for the selection and negotiation of health
plan contracts with the Exchange. This is due by September 1, 2012. The
Exchange will provide the basic format for the solicitation document. The
documents shall be reviewed by the Exchange, sent out for comment from
program integration partners and impacted stakeholders, and any changes or
additions resulting from the review process and requested by the Exchange will be
made within two weeks of receiving Exchange feedback.

E. If directed by the Exchange and mutually agreed upon by the Contractor, the
Exchange may amend this Agreement’s Statement of Work (Exhibit A) and Budget
Detail and Payment Provisions (Exhibit B) to procure additional services. The
additional services may include assisting the Exchange on the actual
implementation of the health plan selection and contracting process ultimately
adopted by the Exchange Board.

VI. General Requirements:
Throughout the term of this Contract, the Contractor shall be prepared to:

A. Using the timeline included below as a base, develop a timeline with key tasks and
deliverables for each of the proposed project areas in this Statement of Work and
work with Exchange management and staff to complete project tasks and
deliverables pursuant to the approved timeline and update the timeline if
necessary.

B. Meet regularly with Exchange staff to coordinate project activities and provide
regular project updates.

C. Prepare written status reports, as directed by the Exchange Project Coordinator,
for public release in conjunction with monthly Exchange Board meetings and
assist, if directed, in making presentations on project deliverables at Board
meetings.

D. Attend meetings of the Exchange Board and between Exchange Staff and
Stakeholders to get comments and assist in the presentation of reports and
recommendations to the Board and public as requested by the Exchange. Make
any final Board or Exchange directed revisions within five working days of the
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Board meeting, including those resulting from any Board approved public input.

E. Work with the Exchange to solicit and incorporate stakeholder input throughout the
various project stages in this Contract, to include at minimum, representatives of
Exchange partners, consumer groups, health care providers, county government,
health insurance agents and brokers and health plans.

VII. Project Representatives:

The project representatives during the term of this Agreement are listed below. The
representatives may be changed by either party through formal written notice.

For the Contractor:

For the Exchange:
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Health Plan Procurement
Tentative Timeline
Deliverable Date

Draft Contractor report with detailed tasks, timeline and | April 15, 2012
resources that will be needed to support health plan
selection and procurement as background to the Level Il
grant application

e Final timeline and tasks provided two weeks after
Exchange has delivered input.

Draft Contractor combined report and recommendations | June 1, 2012
for health plan certification standards, selection process
and for delivery system improvements

e Final reports provided two weeks after Exchange
has delivered input.

Draft Contractor developed health plan solicitation September,1 2012
document and Model health plan contract

e Final documents provided two weeks after
Exchange has delivered input.

Health plan solicitation released October 1, 2012
Health plan solicitation responses due January 1, 2013
Exchange preliminary health plan selection April 1, 2013

Final selection of Health plans and adjustment of rates July 2013 (TBD)

Coverage begins in the Exchange January 1, 2014
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BUDGET DETAIL AND PAYMENT PROVISIONS

A. Invoicing and Payment:

1.

The maximum amount payable under this agreement shall not exceed $600,000
(six-hundred thousand dollars and zero cents). (Note: the final number in
Exhibit B will reflect the amount negotiated between the Exchange and the
successful Contractor, not to exceed $600,000.)

For services satisfactorily rendered, and upon receipt and approval of the
invoice(s), the California Health Benefit Exchange, agrees to pay the Contractor
for said services based on a fixed fee for product delivery. The Contractor shall
submit an invoice supported by brief report which summarizes completed tasks
toward contract deliverables.

Upon delivery and Exchange approval of the final Level Il Grant Application
report, as set forth in Exhibit A, Item I, of this Agreement, the Contractor shall be
paid a sum of $ for that deliverable.

Upon delivery and Exchange approval of the combined final Health Plan
Certification and Selection, and Delivery Systems Improvement report as set
forth in Exhibit A, Items 11l and IV, of this Agreement, the Contractor shall be paid
asum of $ for those deliverables.

Upon delivery and Exchange approval of both the final Qualified Health Plan
Selection and Implementation Process report and the Health Plan Procurement
and Model Contract documents as set forth in Exhibit A, Item V of this

Agreement, the Contractor shall be paid a sum of $ for those
deliverables.

Administrative overhead at a rate of the fixed fees maximum not to exceed
$ .

These fixed product delivery fees shall include major and incidental costs related
to the Agreement, including the cost for any Exchange approved subcontractor
and the cost of travel and per diem for attending the required meetings with
Exchange staff and the Board.

Invoices shall include the Agreement Number, Index Code 3110 and CFDA
Number 93-525 and shall be submitted in triplicate in arrears of project task
completion to:

California Health Benefit Exchange
2535 Capitol Oaks Drive, Suite 120
Sacramento, CA 95833
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Any invoices submitted without the above referenced information may be
returned to the Contractor for further re-processing.

B. Budget Contingency Clause:

1.

It is mutually agreed that if the Board for the current year and/or any subsequent
years covered under this Agreement does not approve sufficient funds for the
program, this Agreement shall be of no further force and effect. In this event,
California Health Benefit Exchange shall have no liability to pay any funds
whatsoever to Contractor or to furnish any other considerations under this
Agreement and Contractor shall not be obligated to perform any provisions of this
Agreement.

If funding for any fiscal year is reduced or deleted by the Board for purposes of
this program, the California Health Benefit Exchange shall have the option to
either cancel this Agreement with no liability occurring to the State, or offer an
agreement amendment to Contractor to reflect the reduced amount.

C. For Contract With Federal Funds:

1.

It is mutually understood between the parties that this Agreement may have been
written before ascertaining the availability of Congressional appropriation of
funds, for the mutual benefit of both parties, in order to avoid program and fiscal
delays which would occur if the Agreement were executed after that
determination was made.

This Agreement is valid and enforceable only if sufficient funds are made
available to the State by the United States Government for the term of this
Agreement for the purposes of this program. In addition, this Agreement is
subject to any additional restrictions, limitations, or conditions enacted by the
Congress or any statute enacted by the Congress which may affect the
provisions, terms, or funding of this Agreement in any manner.

It is mutually agreed that if the Congress does not appropriate sufficient funds for
the program, this Agreement shall be amended to reflect any reduction in funds.

The California Health Benefit Exchange has the option to invalidate the
Agreement under the 30-day cancellation clause or to amend the Agreement to
reflect any reduction of funds.

D. Prompt Payment Clause:

Payment will be made in accordance with, and within the time specified in,
Government Code Chapter 4.5, commencing with Section 927.
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E. Review:

The California Health Benefit Exchange reserves the right to review service levels
and billing procedures as they impact charges against this Agreement.

F. FEinal Billing:

Invoices for services must be received by the California Health Benefit Exchange
within 90 days following each state fiscal year, or 90 days following the end of the
contract term, whichever comes first. The final invoice must include the statement
“Final Billing.”

G. Nonresident Tax Withholdings:

Payments to all nonresidents may be subject to withholding. Nonresident payees
performing services in California or receiving rent, lease, or royalty payments from
property (real or personal) located in California will have seven percent of their total
payments withheld for state income taxes. However, no withholding is required if
total payments to the payee are $1,500 or less for the calendar year.

Page 3 of 3
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GENERAL TERMS AND CONDITIONS

A. APPROVAL:
This Agreement is of no force or effect until signed by both parties.

B. AMENDMENT:

This Agreement may be amended by mutual consent of the parties. No alteration
or variation of the terms of this Agreement shall be valid unless made in writing and
signed by the parties. No oral understanding or Agreement not incorporated in the
Agreement is binding on any of the parties.

C. ASSIGNMENT:

This Agreement is not assignable by the Contractor, either in whole or in part,
without the consent of the State in the form of a formal written amendment.

D. AUDIT:

Contractor agrees that the awarding department (“the State”) and the Bureau of
State Audits, or their designated representatives, shall have the right to review and
to copy any records and supporting documentation pertaining to the performance
of this Agreement. Contractor agrees to maintain such records for possible audit
for a minimum of three (3) years after final payment, unless a longer period of
records retention is stipulated. Contractor agrees to allow the auditor(s) access to
such records during normal business hours and to allow interviews of any
employees who might reasonably have information related to such records.
Further, Contractor agrees to include the same right of the State to audit records
and interview staff in any subcontract related to performance of this Agreement.
(GC 8546.7, PCC 10115 et seq., CCR Title 2, Section 1896).

E. INDEMNIFICATION:

Contractor agrees to indemnify, defend and save harmless the State, its officers,
trustees, agents and employees from any and all claims, losses, costs, liabilities,
damages or deficiencies, including interest, penalties and attorneys’ fees, which:

0] Arise out of, are due to, or are alleged to arise out of or be due to, a
breach by the Contractor of any of its representations, warranties,
covenants or other obligations contained in this Agreement, or

(i) Are caused by or result from or are alleged to arise out of or result from,
the Contractor’s acts or omissions constituting bad faith, willful
misfeasance, negligence or reckless disregard of its duties under this
Agreement, or

(i) Accrue or result, or are alleged to accrue or result, to any and all
contractors, subcontractors, suppliers, laborers, and any other person,
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firm or corporation furnishing or supplying work, services, materials, or
supplies in connection with the performance of this Agreement, and from
any and all claims and losses accruing or resulting to any person, firm or
corporation who may be injured or damaged by Contractor in the
performance of this Agreement, or

(iv) Arise out of, are due to, or are alleged to arise out of or be due to, any
claim or allegation of infringement, misappropriation or violation of any
patent, copyright, trademark, trade secret, domain name or other
intellectual property right comprising or involving any of the Subject
Inventions, Prior Inventions or other Inventions provided in any way by
Contractor and used, reproduced or otherwise exploited by the State in
connection with any of the Agreement Programs or any Turnover thereof;
or

(V) Arise out of, are due to or are alleged to arise out of or be due to, any
violation of HIPAA, the HIPAA Regulations, HITECH Act, other security or
privacy laws, or any other laws, by Contractor or any subcontractor or
agent under Contractor's control.

If and to the extent that the Contractor has knowledge of a claim that it believes
may develop into an action that would be subject to this Agreement, the Contractor
shall promptly notify the State of the claim.

Right to Tender or Undertake Defense. If the State is named a party in any
judicial, administrative, or other proceeding arising out of or in connection with a
breach of this Agreement or a matter for which the Contractor is obligated to
indemnify the State under this Agreement, then the State will have the option at
any time to either (i) tender its defense to Contractor, in which case Contractor will
provide qualified attorneys, consultants, and other appropriate professionals to
represent the State's interests at Contractor's expense, or (ii) undertake its own
defense, choosing the attorneys, consultants, and other appropriate professionals
to represent its interests, in which case Contractor will be responsible for and shall
pay reasonable fees and expenses of such attorneys, consultants, and other
appropriate professionals. If the State elects option (ii) above, the Contractor shall
be afforded a reasonable opportunity to participate in the defense and attend the
legal proceedings at its own expense; however, the State shall have sole control of
the defense.

Right to Control Resolution. Notwithstanding that the State may have tendered
its defense to the Contractor, neither party shall settle, compromise or resolve any
claims, causes of action, liabilities or damages against the State without the
consent of the other party, which consent shall not be unreasonably withheld. Any
such resolution will not relieve the Contractor of its obligation to indemnify the
State.
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F. DISPUTES:

Contractor shall continue with the responsibilities under this Agreement during any
dispute, unless directed otherwise by the State in writing.

G. TERMINATION FOR CAUSE:

The State may terminate this Agreement and be relieved of any payments should
the Contractor fail to perform the requirements of this Agreement at the time and in
the manner herein provided. Such right of termination shall be without prejudice to
any other remedies available to the State. Upon receipt of any notice terminating
this Agreement, the Contractor shall immediately discontinue all activities affected,
unless the notice directs otherwise, and the State may proceed with the work in
any manner deemed proper by the State. In such event, the State shall pay the
Contractor only the reasonable value of the services rendered, and all costs to the
State shall be deducted from any sum due the Contractor. The State may, at its
sole discretion, offer an opportunity to cure any breach prior to terminating for
default.

H. INDEPENDENT CONTRACTOR:

Contractor, and the agents and employees of Contractor, in the performance of
this Agreement, shall act in an independent capacity and not as officers or
employees or agents of the State except for purposes of Civil Code Section
1798.24.

l. RECYCLING CERTIFICATION:

The Contractor shall certify in writing under penalty of perjury, the minimum, if not
exact, percentage of recycled content, both post consumer waste and secondary
waste as defined in the Public Contract Code, Sections 12161 and 12200, in
materials, goods, or supplies offered or products used in the performance of this
Agreement, regardless of whether the product meets the required recycled
product percentage as defined in the Public Contract Code, Sections 12161 and
12200. Contractor may certify that the product contains zero recycled content.
(PCC 10233, 10308.5, 10354)

J. NON-DISCRIMINATION CLAUSE:

During the performance of this Agreement, Contractor and its subcontractors, as
well as their agents and employees, shall not unlawfully discriminate, harass, or
allow harassment against any employee or applicant for employment because of
sex, sexual orientation, race, color, ancestry, religious creed, national origin,
physical disability (including HIV and AIDS), mental disability, medical condition
(including health impairments related to or associated with a diagnosis of cancer
for which a person has been rehabilitated or cured), age (over 40), marital status,
and use of family and medical care leave pursuant to state or federal law.
Contractor and subcontractors shall insure that the evaluation and treatment of
their employees and applicants for employment are free from such discrimination
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and harassment. Contractor and subcontractors, as well as their agents and
employees, shall ensure that the evaluation and treatment of their employees
and applicants for employment are free from such discrimination and
harassment. The Contractor and subcontractors, as well as their agents and
employees, shall comply with the provisions of the Fair Employment and Housing
Act (Government Code Section 12990 (a-f) et seq.) and the applicable
regulations promulgated thereunder (Title 2, California Code of Regulations,
Section 7285 et seq.). The applicable regulations of the Fair Employment and
Housing Commission implementing Government Code Section 12990 (a-f), set
forth in Chapter 5 of Division 4 of Title 2 of the California Code of Regulations,
are incorporated into this Agreement by reference and made a part hereof as if
set forth in full. Contractor and its subcontractors shall give written notice of their
obligations under this clause to labor organizations with which they have a
collective bargaining or other Agreement.

Contractor shall include the nondiscrimination and compliance provisions of this
clause in all subcontracts to perform work under the Agreement.

K. CONTRACTOR CERTIFICATION CLAUSES:

1. STATEMENT OF COMPLIANCE:

Contractor has, unless exempted, complied with the nondiscrimination
program requirements. (GC 12990 (a-f) and CCR, Title 2, Section 8103)
(Not applicable to public entities.)

2. DRUG-FREE WORKPLACE REQUIREMENTS:

Contractor will comply with the requirements of the Drug-Free Workplace
Act of 1990 and will provide a drug-free workplace by taking the following
actions:

a. Publish a statement notifying employees that unlawful manufacture,
distribution, dispensation, possession or use of a controlled
substance is prohibited and specifying actions to be taken against
employees for violations.

b. Establish a Drug-Free Awareness Program to inform employees
about:

1) The dangers of drug abuse in the workplace;

2) The person’s or organization’s policy of maintaining a drug-free
workplace;

3) Any available counseling, rehabilitation and employee
assistance programs; and

4) Penalties that may be imposed upon employees for drug abuse
violations.
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c. Every employee who works on the proposed Agreement will:

1) Receive a copy of the company’s drug-free workplace policy
statement; and

2) Agree to abide by the terms of the company’s statement as a
condition of employment on the Agreement.

Failure to comply with these requirements may result in suspension of
payments under the Agreement or termination of the Agreement or both
and Contractor may be ineligible for award of any future State
agreements if the State determines that any of the following has occurred:
(1) the Contractor has made false certification, or violated the certification
by failing to carry out the requirements as noted above. (GC 8350 et seq.)

3. NATIONAL LABOR RELATIONS BOARD CERTIFICATION:

Contractor certifies that no more than one (1) final unappealable finding of
contempt of court by a Federal court has been issued against Contractor
within the immediately preceding two (2)-year period because of
Contractor’s failure to comply with an order of a Federal court which
orders Contractor to comply with an order of the National Labor Relations
Board. (PCC 10296) (Not applicable to public entities.)

4. UNION ORGANIZING:

Contractor hereby certifies that no request for reimbursement, or payment
under this agreement, will seek reimbursement for costs incurred to
assist, promote or deter union organizing.

5. DOING BUSINESS WITH THE STATE OF CALIFORNIA:
a. CONFLICT OF INTEREST:

Contractor acknowledges the following provisions regarding current
or former state employees. If Contractor has any questions on the
status of any person rendering services or involved with the
Agreement the Contractor shall contact the State immediately for
clarification.

1) Current State Employees (PCC 10410):

a) No officer or employee shall engage in any employment,
activity or enterprise from which the officer or employee
receives compensation or has a financial interest and
which is sponsored or funded by any state agency, unless
the employment, activity or enterprise is required as a
condition of regular state employment.
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b) No officer or employee shall contract on his or her own
behalf as an independent contractor with any state agency
to provide goods or services.

2) Former State Employees (PCC 10411):

a) For the two (2)-year period from the date he or she left
state employment, no former state officer or employee may
enter into a contract in which he or she engaged in any of
the negotiations, transaction, planning, arrangements or
any part of the decision-making process relevant to the
contract while employed in any capacity by any state
agency.

b) For the twelve (12)-month period from the date he or she
left state employment, no former state officer or employee
may enter into a contract with any state agency if he or she
was employed by that state agency in a policy-making
position in the same general subject area as the proposed
contract within the twelve (12)-month period prior to his or
her leaving state service.

3) If Contractor violates any provisions of the above paragraphs,
such action by Contractor shall render this Agreement void.
(PCC 10420).

4)  Members of boards and commissions are exempt from this
section if they do not receive payment other than payment of
each meeting of the board or commission, payment for
preparatory time and payment for per diem. (PCC 10430 (e)).

b. LABOR CODE/WORKERS' COMPENSATION:

Contractor acknowledges the provisions of law which require every
employer to be insured against liability for Worker's Compensation
or to undertake self-insurance in accordance with the provisions,
and Contractor agrees to comply with such provisions before
commencing the performance of the work of this Agreement. (Labor
Code Section 3700.)

c. AMERICANS WITH DISABILITIES ACT:

Contractor certifies that it complies with the Americans with
Disabilities Act (ADA) of 1990, as amended, which prohibits
discrimination on the basis of disability, as well as all applicable
regulations and guidelines issued pursuant to the ADA. (42 U.S.C.
12101 et seq.)
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d. CONTRACTOR NAME CHANGE:

Contractor acknowledges that an amendment is required to change
the Contractor's name as listed on this Agreement. Upon receipt of
legal documentation of the name change the State will process the
amen