Sole Source Contract
between the
State of Washington
Office of Financial Management
and
Regional Economic Models Inc.

This Contract is made and entered into by and between the state of Washington, Office of
Financial Management, hereinafter referred to as the "AGENCY", and the below named
firm, hereinafter referred to as “CONTRACTOR.”

Regional Economic Models, Inc.

433 West Street

Amherst, MA 01002

Phone: 413-549-1169

Email: billing@remi.com

WA State UBI Number: 603-465-1963

BACKGROUND

The Governor has launched a rule making effort at the Department of Ecology (Ecology)
to regulate carbon emissions. In addition to the research that Ecology is required to do,
the Governor’s Policy Office has asked OFM to pursue economic modeling that can
inform variations on the policy. OFM has experience with the CONTRACTOR'’s model,
but it is important in this context to have analysis from outside state government. The
CONTRACTOR’s Tax PI model is the only model created specifically for the purpose of
analyzing economic impact of both the change in tax burden and the change in
government expenditures. The CONTRACTOR's staff also have a proprietary version of
CTAM, a widely respected application for estimating energy prices and carbon output.

PURPOSE
CONTRACTOR will provide AGENCY with services to examine the economic impacts of
various preliminary options to reduce emission in the state of Washington.

SCOPE OF WORK

A. Exhibit A, attached hereto and incorporated by reference, contains the General
Terms and Conditions governing work to be performed under this contract, the
nature of the working relationship between the AGENCY and the CONTRACTOR,
and specific obligations of both parties.

B. The CONTRACTOR will provide services and staff, and otherwise do all things

necessary for or incidental to the performance of work, as set forth in Exhibit B,
Statement of Work.
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PERIOD OF PERFORMANCE

The period of performance under this contract will be from July 2, 2016, or date of
execution, whichever is later, through the period by which the final deliverable is provided
from the CONTRACTOR to the AGENCY.

DES FILING REQUIREMENT

The provisions of Chapter 39.26 RCW require the agency to file this sole source contract
with the Department of Enterprise Services (DES) for approval. No contract so filed is
effective nor shall work commence under it until the tenth (10th) working day following the
date of filing subject to DES approval.

COMPENSATION

Total compensation payable to CONTRACTOR for satisfactory performance of the work
under this contract shall not exceed Forty Eight Thousand Dollars ($48,000.00).
CONTRACTOR'S compensation for services rendered shall be in accordance with the
following terms:

This fixed-fee is broken down as follows:
e PI+ 1-Region, 160-Sector License - $28,000
e REMI Consulting Services - $20,000

BILLING PROCEDURES AND PAYMENT

AGENCY will pay CONTRACTOR upon acceptance of services provided and receipt of
properly completed invoices, which shall be submitted to the Contract Manager not more
frequently than monthly.

CONTRACTOR shall submit two invoices as follows:

e First invoice of $40,000 shall be dated following delivery of the draft report
e Second invoice of $8,000 shall be dated after delivery of the final report

The invoices shall describe and document, to the AGENCY'S satisfaction, a description of
the work performed, the progress of the project, and fees. The invoice shall include the
contract reference number K1903.

Payment shall be considered timely if made by the AGENCY within thirty (30) calendar
days after receipt of properly completed invoices. Payment shall be sent to the address
designated by the CONTRACTOR.

The AGENCY may, in its sole discretion, terminate the contract or withhold payments
claimed by the CONTRACTOR for services rendered if the CONTRACTOR fails to
satisfactorily comply with any term or condition of this contract.

No payments in advance or in anticipation of services or supplies to be provided under
this contract shall be made by the AGENCY.
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CONTRACT MANAGEMENT

The Contract Manager for each of the parties shall be the contact person for all
communications and billings regarding the performance of this contract.

CONTRACTOR Contract Manager AGENCY Contract Manager

Elizabeth Colegrove Marc Baldwin

Regional Economic Models, Inc. Office of Financial Management

433 West Street PO Box 43124

Ambherst, MA 01002 Olympia, WA 98504-3124

Phone : (413) 549-1169 Phone: (360)902.0590

Email address: elizabeth@remi.com Email address: marc.baldwin@ofm.wa.gov

INSURANCE

The CONTRACTOR shall provide insurance coverage, which shall be maintained in full
force and effect during the term of this contract, as follows:

1.

Commercial General Liability Insurance Policy. Provide a Commercial General
Liability Insurance Policy, including contractual liability, in adequate quantity to protect
against legal liability arising out of contract activity but no less than $1,000,000 per
occurrence.

Additionally, the CONTRACTOR is responsible for ensuring that any subcontractors
provide adequate insurance coverage for the activities arising out of subcontracts.

Automobile Liability. In the event that services delivered pursuant to this contract
involve the use of vehicles, either owned or unowned by the CONTRACTOR,
automobile liability insurance shall be required. The minimum limit for automobile
liability is:

$1,000,000 per occurrence, using a Combined Single Limit for
bodily injury and property damage.

The insurance required shall be issued by an insurance company/ies authorized to do
business within the state of Washington, and shall name the state of Washington, its
agents and employees as additional insureds under the insurance policyl/ies.

All policies shall be primary to any other valid and collectable insurance.
CONTRACTOR shall instruct the insurers to give AGENCY thirty (30) calendar days
advance notice of any insurance cancellation.

CONTRACTOR shall submit to AGENCY within fifteen (15) calendar days of the contract
effective date, a certificate of insurance that outlines the coverage and limits defined in
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the Insurance section. CONTRACTOR shall submit renewal certificates as appropriate
during the term of the contract.

ASSURANCES

AGENCY and the CONTRACTOR agree that all activity pursuant to this contract will be in
accordance with all the applicable current federal, state and local laws, rules, and
regulations.

ORDER OF PRECEDENCE

Each of the exhibits listed below is by this reference hereby incorporated into this
contract. In the event of an inconsistency in this contract, the inconsistency shall be
resolved by giving precedence in the following order:

1. Applicable federal and state of Washington statutes and regulations
Special terms and conditions as contained in this basic contract instrument
Exhibit A — General Terms and Conditions

Exhibit B — Statement of Work

Any other provision, term or material incorporated herein by reference or
otherwise incorporated

ENTIRE AGREEMENT

This contract, including referenced exhibits, represents all the terms and conditions
agreed upon by the parties. No other statements or representations, written or oral, shall
be deemed a part hereof.

a > DN

CONFORMANCE

If any provision of this contract violates any statute or rule of law of the state of
Washington, it is considered modified to conform to that statute or rule of law.

APPROVAL

This contract shall be subject to the written approval of the AGENCY'S authorized
representative and shall not be binding until so approved. The contract may be altered,
amended, or waived only by a written amendment executed by both parties.

REGIONAL ECONOMIC MODELS, INC. OFFICE OF FINANCIAL MANAGEMENT
Signature Bonnie Lindstrom
Title Date Contracts Coordinator Date
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Contractor Information:

Did you retire from a Department of Retirement
Systems (DRS) covered employer under the
Early Retirement Factors (ERF) 20087

O ves O No

Is your business a Small, Mini, or Micro Business, per RCW 39.26.1017?
O ves O No

Small Business means an in-state business, including a sole proprietorship, corporation,
partnership, or other legal entity, that:
(a) Certifies, under penalty of perjury, that it is owned and operated independently from
all other businesses and has either:
() Fifty or fewer employees; or
(1) A gross revenue of less than seven million dollars annually as reported on its
federal income tax return or its return filed with the department of revenue
over the previous three consecutive years; or
(b) Is certified with the office of women and minority business enterprises under
chapter 39.19 RCW
Mini Business means any business entity, including a sole proprietorship, corporation,
partnership, or other legal entity, that:
(a) Is owned and operated independently from all other businesses; and
(b) has a gross revenue of less than three million dollars, but one million dollars or more
annually as reported on its federal tax return or on its return filed with the department
of revenue.
Micro business means any business entity, including a sole proprietorship, corporation,
partnership, or other legal entity, that:
(a) Is owned and operated independently from all other businesses; and
(b) has a gross revenue of less than one million dollars annually as reported on its
federal tax return or on its return filed with the department of revenue.
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EXHIBIT A -
GENERAL TERMS AND CONDITIONS

1. DEFINITIONS
As used throughout this contract, the following terms shall have the meaning set forth below:

a. "AGENCY" shall mean the Office of Financial Management of the State of
Washington, any division, section, office, unit or other entity of the AGENCY, or
any of the officers or other officials lawfully representing that AGENCY.

b. "AGENT" shall mean the Director, and/or the delegate authorized in writing to act
on the Director's behalf.

c. "CONTRACTOR" shall mean that firm, provider, organization, individual or other
entity performing service(s) under this contract, and shall include all employees
of the CONTRACTOR.

d. "SUBCONTRACTOR" shall mean one not in the employment of the CONTRACTOR,
who is performing all or part of those services under this contract under a
separate contract with the CONTRACTOR. The terms "SUBCONTRACTOR" and
"SUBCONTRACTORS" means SUBCONTRACTOR(s) in any tier.

2. ACCESS TO DATA

In compliance with RCW 39.26.180(2), the CONTRACTOR shall provide access to data generated
under this contract to AGENCY, the Joint Legislative Audit and Review Committee, and the State
Auditor at no additional cost. This includes access to all information that supports the findings,
conclusions, and recommendations of the CONTRACTOR’S reports, including computer models
and methodology for those models.

3. ADVANCE PAYMENTS PROHIBITED

No payments in advance of or in anticipation of goods or services to be provided under this
contract shall be made by the AGENCY.

4. AMENDMENTS

With the exception of administrative changes, this contract may be amended by mutual
agreement of the parties. Such amendments shall not be binding unless they are in writing and
signed by personnel authorized to bind each of the parties. In the case of administrative changes,
both parties agree that changes can be memorialized by letter.
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5. AMERICANS WITH DISABILITIES ACT (ADA) OF 1990, PUBLIC LAW 101-336, also referred
to as the "ADA" 28 CFR Part 35

The CONTRACTOR must comply with the ADA, which provides comprehensive civil rights
protection to individuals with disabilities in the areas of employment, public accommodations,
state and local government services, and telecommunications.

6. ASSIGNMENT

Neither this contract, nor any claim arising under this contract, shall be transferred or assigned by
the CONTRACTOR without prior written consent of the AGENCY.

7. ATTORNEYS’ FEES

In the event of litigation or other action brought to enforce contract terms, each party agrees to
bear its own attorney fees and costs.

8. CONFIDENTIALITY/SAFEGUARDING OF INFORMATION

The CONTRACTOR shall not use or disclose any information concerning the AGENCY, or
information that may be classified as confidential, for any purpose not directly connected with
the administration of this contract, except with prior written consent of the AGENCY, or as may
be required by law.

9. CONFLICT OF INTEREST

Notwithstanding any determination by the Executive Ethics Board or other tribunal, the AGENCY
may, in its sole discretion, by written notice to the CONTRACTOR terminate this contract if it is
found after due notice and examination by the AGENT that there is a violation of the Ethics in
Public Service Act, Chapter 42.52 RCW; or any similar statute involving the CONTRACTOR in the
procurement of, or performance under this contract.

In the event this contract is terminated as provided above, the AGENCY shall be entitled to
pursue the same remedies against the CONTRACTOR as it could pursue in the event of a breach of
the contract by the CONTRACTOR. The rights and remedies of the AGENCY provided for in this
clause shall not be exclusive and are in addition to any other rights and remedies provided by

law. The existence of facts upon which the AGENT makes any determination under this clause
shall be an issue and may be reviewed as provided in the “Disputes” clause of this contract.

10. COPYRIGHT PROVISIONS

Unless otherwise provided, all materials produced under this contract shall be considered "works
for hire" as defined by the U.S. Copyright Act and shall be owned by the AGENCY. The AGENCY
shall be considered the author of such materials. In the event the materials are not considered
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“works for hire” under the U.S. Copyright laws, CONTRACTOR hereby irrevocably assigns all right,
title, and interest in materials, including all intellectual property rights, to the AGENCY effective
from the moment of creation of such materials.

Materials means all items in any format and includes, but is not limited to, data, reports,
documents, pamphlets, advertisements, books, magazines, surveys, studies, computer programs,
films, tapes, and/or sound reproductions. Ownership includes the right to copyright, patent,
register and the ability to transfer these rights.

For materials that are delivered under the contract, but that incorporate pre-existing materials
not produced under the contract, CONTRACTOR hereby grants to the AGENCY a nonexclusive,
royalty-free, irrevocable license (with rights to sublicense others) in such materials to translate,
reproduce, distribute, prepare derivative works, publicly perform, and publicly display. The
CONTRACTOR warrants and represents that CONTRACTOR has all rights and permissions,
including intellectual property rights, moral rights and rights of publicity, necessary to grant such
a license to the AGENCY.

The CONTRACTOR shall exert all reasonable effort to advise the AGENCY, at the time of delivery
of materials furnished under this contract, of all known or potential invasions of privacy
contained therein and of any portion of such document that was not produced in the
performance of this contract.

The AGENCY shall receive prompt written notice of each notice or claim of infringement received
by the CONTRACTOR with respect to any data delivered under this contract. The AGENCY shall
have the right to modify or remove any restrictive markings placed upon the data by the
CONTRACTOR.

11. COVENANT AGAINST CONTINGENT FEES

The CONTRACTOR warrants that no person or selling agent has been employed or retained to
solicit or secure this contract upon an agreement or understanding for a commission, percentage,
brokerage or contingent fee, excepting bona fide employees or bona fide established agents
maintained by the CONTRACTOR for securing business.

The AGENCY shall have the right, in the event of breach of this clause by the CONTRACTOR, to
annul this contract without liability or, in its discretion, to deduct from the contract price or
consideration or recover by other means the full amount of such commission, percentage,
brokerage or contingent fee.
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12. DEBARMENT: CERTIFICATION REGARDING DEBARMENT, SUSPENSION OR INELIGIBILITY
AND VOLUNTARY EXCLUSION—PRIMARY AND LOWER TIER COVERED TRANSACTIONS

a.
signing these
they:

1)

2)

3)

4)

Contractor, defined as the primary participant and it principals, certifies by
General Terms and Conditions that to the best of its knowledge and belief that

Are not presently debarred, suspended, proposed for debarment, declared
ineligible, or voluntarily excluded from covered transactions by any Federal
department or agency.

Have not within a three-year period preceding this Contract, been convicted of or
had a civil judgment rendered against them for commission of fraud or a criminal
offense in connection with obtaining, attempting to obtain, or performing a
public or private agreement or transaction, violation of Federal or State antitrust
statutes or commission of embezzlement, theft, forgery, bribery, falsification or
destruction of records, making false statements, tax evasion, receiving stolen
property, making false claims, or obstruction of justice;

Are not presently indicted for or otherwise criminally or civilly charged by a
governmental entity (Federal, State, or local) with commission of any of the
offenses enumerated in paragraph (1)(b) of federal Executive Order 12549; and

Have not within a three-year period preceding the signing of this Contract had
one or more public transactions (Federal, State, or local) terminated for cause of
default.

Where the Contractor is unable to certify to any of the statements in this
Contract, the Contractor shall attach an explanation to this Contract.

The Contractor agrees by signing this Contract that it shall not knowingly enter
into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this
covered transaction, unless authorized by AGENCY.

The Contractor further agrees by signing this Contract that it will include the
clause titled “Certification Regarding Debarment, Suspension, Ineligibility and
Voluntary Exclusion-Lower Tier Covered Transaction,” as follows, without
modification, in all lower tier covered transactions and in all solicitations for
lower tier covered transactions:

LOWER TIER COVERED TRANSACTIONS

1) The lower tier contractor certifies, by signing this Contract that neither it nor its

principals is presently debarred, suspended, proposed for debarment, declared
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ineligible, or voluntarily excluded from participation in this transaction by any
Federal department or agency.

2) Where the lower tier contractor is unable to certify to any of the statements in
this Contract, such contractor shall attach an explanation to this Contract.

e. The terms covered transaction, debarred, suspended, ineligible, lower tier
covered transaction, person, primary covered transaction, principal, and
voluntarily excluded, as used in this section, have the meanings set out in the
Definitions and Coverage sections of the rules implementing Executive Order
12549. You may contact AGENCY for assistance in obtaining a copy of these
regulations.

13. DISALLOWED COSTS

The Contractor is responsible for any audit exceptions or disallowed costs incurred by its own
organization or that of its Subcontractors.

14. DISPUTES

Except as otherwise provided in this contract, when a dispute arises between the parties and it
cannot be resolved by direct negotiation, either party may request a dispute hearing with AGENT.

a. The request for a dispute hearing must:

= Bein writing;

= State the disputed issue(s);

= State the relative positions of the parties;

= State the CONTRACTOR’S name, address, and contract number; and

= Be mailed to the AGENT and the other party’s (respondent’s) contract manager
within 3 working calendar days after the parties agree that they cannot resolve the
dispute.

b. The respondent shall send a written answer to the requester’s statement to both
the agent and the requester within 5 working calendar days.

C. The AGENT shall review the written statements and reply in writing to both
parties within 10 working days. The AGENT may extend this period if necessary
by notifying the parties.

d. The parties agree that this dispute process shall precede any action in a judicial or
quasi-judicial tribunal.
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Nothing in this contract shall be construed to limit the parties’ choice of a mutually acceptable
alternate dispute resolution method in addition to the dispute resolution procedure outlined
above.

15. DUPLICATE PAYMENT

The AGENCY shall not pay the CONTRACTOR, if the CONTRACTOR has charged or will charge the
State of Washington or any other party under any other contract or agreement, for the same
services or expenses.

16. GOVERNING LAW

This contract shall be construed and interpreted in accordance with the laws of the State of
Washington, and the venue of any action brought hereunder shall be in the Superior Court for
Thurston County.

17. INDEMNIFICATION

To the fullest extent permitted by law, CONTRACTOR shall indemnify, defend, and hold harmless
State, agencies of State and all officials, agents and employees of State, from and against all
claims for injuries or death arising out of or resulting from the performance of the contract.
“Claim,” as used in this contract, means any financial loss, claim, suit, action, damage, or expense,
including but not limited to attorney’s fees, attributable for bodily injury, sickness, disease, or
death, or injury to or destruction of tangible property including loss of use resulting therefrom.

CONTRACTOR’S obligations to indemnify, defend, and hold harmless includes any claim by
CONTRACTORS’ agents, employees, representatives, or any subcontractor or its employees.

CONTRACTOR expressly agrees to indemnify, defend, and hold harmless the State for any claim
arising out of or incident to CONTRACTOR’S or any subcontractor’s performance or failure to
perform the contract. CONTRACTOR’S obligation to indemnify, defend, and hold harmless the
State shall not be eliminated or reduced by any actual or alleged concurrent negligence of State
or its agents, agencies, employees and officials.

CONTRACTOR waives its immunity under Title 51 RCW to the extent it is required to indemnify,
defend and hold harmless State and its agencies, officials, agents or employees.

18. INDEPENDENT CAPACITY OF THE CONTRACTOR

The parties intend that an independent contractor relationship will be created by this contract.
The CONTRACTOR and his or her employees or agents performing under this contract are not
employees or agents of the AGENCY. The CONTRACTOR will not hold himself/herself out as or
claim to be an officer or employee of the AGENCY or of the State of Washington by reason
hereof, nor will the CONTRACTOR make any claim of right, privilege or benefit that would accrue
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to such employee under law. Conduct and control of the work will be solely with the
CONTRACTOR.

19. INDUSTRIAL INSURANCE COVERAGE

The CONTRACTOR shall comply with the provisions of Title 51 RCW, Industrial Insurance. If the
CONTRACTOR fails to provide industrial insurance coverage or fails to pay premiums or penalties
on behalf of its employees, as may be required by law, AGENCY may collect from the
CONTRACTOR the full amount payable to the Industrial Insurance accident fund. The AGENCY
may deduct the amount owed by the CONTRACTOR to the accident fund from the amount
payable to the CONTRACTOR by the AGENCY under this contract, and transmit the deducted
amount to the Department of Labor and Industries, (L&I) Division of Insurance Services. This
provision does not waive any of L&I’s rights to collect from the CONTRACTOR.

20. LICENSING, ACCREDITATION AND REGISTRATION

The CONTRACTOR shall comply with all applicable local, state, and federal licensing, accreditation
and registration requirements/standards, necessary for the performance of this contract.

21. LIMITATION OF AUTHORITY

Only the AGENT or AGENT’S delegate by writing (delegation to be made prior to action) shall have
the express, implied, or apparent authority to alter, amend, modify, or waive any clause or
condition of this contract. Furthermore, any alteration, amendment, modification, or waiver or
any clause or condition of this contract is not effective or binding unless made in writing and
signed by the AGENT.

22. NONCOMPLIANCE WITH NONDISCRIMINATION LAWS

In the event of the CONTRACTOR'S non-compliance or refusal to comply with any
nondiscrimination law, regulation, or policy, this contract may be rescinded, canceled or
terminated in whole or in part, and the CONTRACTOR may be declared ineligible for further
contracts with the AGENCY. The CONTRACTOR shall, however, be given a reasonable time in
which to cure this noncompliance. Any dispute may be resolved in accordance with the
"Disputes" procedure set forth herein.

23. NONDISCRIMINATION

During the performance of this contract, the CONTRACTOR shall comply with all federal and state
nondiscrimination laws, regulations and policies.

24. PRIVACY

Personal information including, but not limited to, “Protected Health Information,” collected,
used, or acquired in connection with this contract shall be protected against unauthorized use,
disclosure, modification or loss. CONTRACTOR shall ensure its directors, officers, employees,
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subcontractors or agents use personal information solely for the purposes of accomplishing the
services set forth herein. CONTRACTOR and its subcontractors agree not to release, divulge,
publish, transfer, sell or otherwise make known to unauthorized persons personal information
without the express written consent of the agency or as otherwise required by law.

Any breach of this provision may result in termination of the contract and the demand for return
of all personal information. The CONTRACTOR agrees to indemnify and hold harmless the
AGENCY for any damages related to the CONTRACTOR’S unauthorized use of personal
information.

25. PUBLICITY

The CONTRACTOR agrees to submit to the AGENCY all advertising and publicity matters relating
to this contract wherein the AGENCY’S name is mentioned or language used from which the
connection of the AGENCY’S name may, in the AGENCY’S judgment, be inferred or implied. The
CONTRACTOR agrees not to publish or use such advertising and publicity matters without the
prior written consent of the AGENCY.

26. RECORDS MAINTENANCE

The CONTRACTOR shall maintain books, records, documents, data and other evidence relating to
this contract and performance of the services described herein, including but not limited to
accounting procedures and practices that sufficiently and properly reflect all direct and indirect
costs of any nature expended in the performance of this contract.

CONTRACTOR shall retain such records for a period of six years following the date of final
payment. At no additional cost, these records, including materials generated under the contract,
shall be subject at all reasonable times to inspection, review or audit by the AGENCY, personnel
duly authorized by the AGENCY, the Office of the State Auditor, and federal and state officials so
authorized by law, regulation or agreement.

If any litigation, claim or audit is started before the expiration of the six (6) year period, the
records shall be retained until all litigation, claims, or audit findings involving the records have
been resolved.

27. REGISTRATION WITH DEPARTMENT OF REVENUE

The CONTRACTOR shall complete registration with the Washington State Department of Revenue
and be responsible for payment of all taxes due on payments made under this contract.

28. RIGHT OF INSPECTION

The CONTRACTOR shall provide right of access to its facilities to the AGENCY, or any of its
officers, or to any other authorized agent or official of the state of Washington or the federal
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government, at all reasonable times, in order to monitor and evaluate performance, compliance,
and/or quality assurance under this contract.

29. SAVINGS

In the event funding from state, federal, or other sources is withdrawn, reduced, or limited in any
way after the effective date of this contract and prior to normal completion, the AGENCY may
terminate the contract under the "Termination for Convenience" clause, without the ten-day
notice requirement, subject to renegotiation at the AGENCY’S discretion under those new
funding limitations and conditions.

30. SEVERABILITY

The provisions of this contract are intended to be severable. If any term or provision is illegal or
invalid for any reason whatsoever, such illegality or invalidity shall not affect the validity of the
remainder of the contract.

31. SITE SECURITY

While on AGENCY premises, CONTRACTOR, its agents, employees, or subcontractors shall
conform in all respects with physical, fire or other security policies or regulations.

32. SUBCONTRACTING

Neither the CONTRACTOR nor any SUBCONTRACTOR shall enter into subcontracts for any of the
work contemplated under this contract without obtaining prior written approval of the AGENCY.
In no event shall the existence of the subcontract operate to release or reduce the liability of the
contractor to the Department for any breach in the performance of the contractor’s duties. This
clause does not include contracts of employment between the contractor and personnel assigned
to work under this contract.

Additionally, the CONTRACTOR is responsible for ensuring that all terms, conditions, assurances
and certifications set forth in this agreement are carried forward to any subcontracts.
CONTRACTOR and its subcontractors agree not to release, divulge, publish, transfer, sell or
otherwise make known to unauthorized persons personal information without the express
written consent of the agency or as provided by law.

33. TAXES

All payments accrued because of payroll taxes, unemployment contributions, any other taxes,
insurance or other expenses for the CONTRACTOR or its staff shall be the sole responsibility of
the CONTRACTOR.
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34. TERMINATION DUE TO CHANGE IN FUNDING

If the funds OFM relied upon to establish this Contract are withdrawn or reduced, or if additional
or modified conditions are placed on such funding, OFM may immediately terminate this
Contract by providing written notice to the Contractor. The termination shall be effective on the
date specified in the notice of termination.

35. TERMINATION FOR CAUSE

In the event the AGENCY determines the CONTRACTOR has failed to comply with the conditions
of this contract in a timely manner, the AGENCY has the right to suspend or terminate this
contract. Before suspending or terminating the contract, the AGENCY shall notify the
CONTRACTOR in writing of the need to take corrective action. If corrective action is not taken
within 30 calendar days, the contract may be terminated or suspended.

In the event of termination or suspension, the CONTRACTOR shall be liable for damages as
authorized by law including, but not limited to, any cost difference between the original contract
and the replacement or cover contract and all administrative costs directly related to the
replacement contract, e.g., cost of the competitive bidding, mailing, advertising and staff time.

The AGENCY reserves the right to suspend all or part of the contract, withhold further payments,
or prohibit the CONTRACTOR from incurring additional obligations of funds during investigation
of the alleged compliance breach and pending corrective action by the CONTRACTOR or a
decision by the AGENCY to terminate the contract. A termination shall be deemed a
“Termination for Convenience” if it is determined that the CONTRACTOR: (1) was not in default;
or (2) failure to perform was outside of his or her control, fault or negligence.

The rights and remedies of the AGENCY provided in this contract are not exclusive and are, in
addition to any other rights and remedies, provided by law.

36. TERMINATION FOR CONVENIENCE

Except as otherwise provided in this contract, the AGENCY may, by 10 calendar days written
notice, beginning on the second day after the mailing, terminate this contract, in whole or in part.
If this contract is so terminated, the AGENCY shall be liable only for payment required under the
terms of this contract for services rendered or goods delivered prior to the effective date of
termination.

37. TERMINATION PROCEDURES

Upon termination of this contract, the AGENCY, in addition to any other rights provided in this
contract, may require the CONTRACTOR to deliver to the AGENCY any property specifically
produced or acquired for the performance of such part of this contract as has been terminated.
The provisions of the "Treatment of Assets" clause shall apply in such property transfer.
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The AGENCY shall pay to the CONTRACTOR the agreed upon price, if separately stated, for
completed work and services accepted by the AGENCY, and the amount agreed upon by the
CONTRACTOR and the AGENCY for (i) completed work and services for which no separate price is
stated, (ii) partially completed work and services, (iii) other property or services that are accepted
by the AGENCY, and (iv) the protection and preservation of property, unless the termination is for
default, in which case the AGENT shall determine the extent of the liability of the AGENCY.

Failure to agree with such determination shall be a dispute within the meaning of the "Disputes"
clause of this contract. The AGENCY may withhold from any amounts due the CONTRACTOR such
sum as the AGENT determines to be necessary to protect the AGENCY against potential loss or
liability.

The rights and remedies of the AGENCY provided in this section shall not be exclusive and are in
addition to any other rights and remedies provided by law or under this contract.

After receipt of a notice of termination, and except as otherwise directed by the AGENT, the
CONTRACTOR shall:

a. Stop work under the contract on the date, and to the extent specified, in the
notice;
b. Place no further orders or subcontracts for materials, services, or facilities except

as may be necessary for completion of such portion of the work under the
contract that is not terminated;

c. Assign to the AGENCY, in the manner, at the times, and to the extent directed by
the AGENT, all of the rights, title, and interest of the CONTRACTOR under the
orders and subcontracts so terminated, in which case the AGENCY has the right,
at its discretion, to settle or pay any or all claims arising out of the termination of
such orders and subcontracts;

d. Settle all outstanding liabilities and all claims arising out of such termination of
orders and subcontracts, with the approval or ratification of the AGENT to the
extent AGENT may require, which approval or ratification shall be final for all the
purposes of this clause;

e. Transfer title to the AGENCY and deliver in the manner, at the times, and to the
extent directed by the AGENT any property which, if the contract had been
completed, would have been required to be furnished to the AGENCY;

f. Complete performance of such part of the work as shall not have been
terminated by the AGENT; and

g. Take such action as may be necessary, or as the AGENT may direct, for the
protection and preservation of the property related to this contract, which is in
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the possession of the CONTRACTOR and in which the AGENCY has or may acquire
an interest.

38. TREATMENT OF ASSETS

a. Title to all property furnished by the AGENCY shall remain in the AGENCY. Title to
all property furnished by the CONTRACTOR, for the cost of which the
CONTRACTOR is entitled to be reimbursed as a direct item of cost under this
contract, shall pass to and vest in the AGENCY upon delivery of such property by
the CONTRACTOR. Title to other property, the cost of which is reimbursable to
the CONTRACTOR under this contract, shall pass to and vest in the AGENCY upon
(i) issuance for use of such property in the performance of this contract, or (ii)
commencement of use of such property in the performance of this contract, or
(iii) reimbursement of the cost thereof by the AGENCY in whole or in part,
whichever first occurs.

b. Any property of the AGENCY furnished to the CONTRACTOR shall, unless
otherwise provided herein or approved by the AGENCY, be used only for the
performance of this contract.

C. The CONTRACTOR shall be responsible for any loss or damage to property of the
AGENCY that results from the negligence of the CONTRACTOR or which results
from the failure on the part of the CONTRACTOR to maintain and administer that
property in accordance with sound management practices.

d. If any AGENCY property is lost, destroyed or damaged, the CONTRACTOR shall
immediately notify the AGENCY and shall take all reasonable steps to protect the
property from further damage.

e. The CONTRACTOR shall surrender to the AGENCY all property of the AGENCY
prior to settlement upon completion, termination or cancellation of this contract

f. All reference to the CONTRACTOR under this clause shall also include
CONTRACTOR'S employees, agents or SUBCONTRACTORS.

39. U.S. Department of Treasury, Office of Foreign Assets Control

The agency complies with U.S. Department of the Treasury, Office of Foreign Assets Control
(OFAC) payment rules. OFAC prohibits financial transactions with individuals or organizations,
which have been placed on the OFAC Specially Designated Nationals (SDN) and Blocked Persons
sanctions list located at http://www.treas.gov/offices/enforcement/ofac/index.html. Compliance

with OFAC payment rules ensures that the agency does not conduct business with individuals or
organizations that have been determined to be supporters of terrorism and international drug
dealing or that pose other dangers to the United States.
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Prior to making payment to individuals or organizations, the agency will download the current
OFAC SDN file and compare it to agency and statewide vendor files. In the event of a positive
match, the agency reserves the right to: (1) make a determination of “reasonability” before
taking the positive match to a higher authority, (2) seek assistance from the Washington State
Office of the State Treasurer (OST) for advanced assistance in resolving the positive match, (3)
comply with an OFAC investigation, if required, and/or (4) if the positive match is substantiated,
notify the contractor in writing and terminate the contract according to the Termination for
Convenience provision without making payment. The agency will not be liable for any late
payment fees or missed discounts that are the result of time required to address the issue of an
OFAC match.

40. WAIVER

Waiver of any default or breach shall not be deemed a waiver of any subsequent default or
breach. Any waiver shall not be construed to be a modification of the terms of this contract
unless stated to be such in writing and signed by authorized representative of the AGENCY.
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EXHIBIT B
STATEMENT OF WORK

CONTRACTOR will provide the following professional services to AGENCY.
DESCRIPTION OF SERVICES

CONTRACTOR will provide AGENCY with services to examine the economic impacts of various
preliminary options to reduce emission in the state of Washington.

REMI will use a 1-region, 160-sector PI* model of Washington for this study. CONTRACTOR
will use PI" in concert with input data provided by the state and the Carbon Tax Analysis Tool
(CTAM), calibrated here for the state of Washington and referred to as “WACTAM.”
CONTRACTOR will largely base its methodology on expanding and replicating its methodologies
for prior state carbon pricing studies in Massachusetts, Washington,* California,? nationally,® an
update to the Massachusetts study,* Vermont,® Rhode Island,® and Arkansas.” CONTRACTOR
will use this milieu when working with the specific five (5) alternative policies provided by the
AGENCY.

CONTRACTOR will perform an analysis and produce a brief report on five (5) options for
Washington to reduce emissions: (1) onsite emissions reductions, (2) purchasing excess emissions
reductions from other covered parties, (3) purchasing emissions from instate reduction projects, (4)
purchasing credits from approved out-of-state markets, and (5) purchasing renewable energy credit
(REC).

Required Inputs

Each of the above emission reduction options will require information from AGENCY to
CONTRACTOR to perform the analysis. That input data is spelled out in bold below the policy
goals in the next section. AGENCY inputs and assumptions about the costs to each industry,
and the destination of such costs as benefits to other industries, will be crucial for this analysis.

Additional Assumptions

Beyond what is supplied from the AGENCY, CONTRACTOR will develop additional
assumptions that are separately described within each option section.

For each option where there are cost increases or decreases to energy sectors, CONTRACTOR
will also provide a scenario where we assume all costs will be passed on. We will take cost
increase or decrease and spread proportionally across commercial, residential and industrial energy
consumer from State Energy Data.

1<http://www.bostonqIobe.com/business/2013/06/23/qr0up-seeks-carbon-tax-combat-climate-
change/EGvIBcIItLUCskJPgadOfL/story.htmI>
2<http://citizensclimatel0bby.orq/Wp—content/uploads/2014/03/Environmental—Tax—Reform—in—CaIifornia—Economic—
and-Climate-Impact-of...-1.pdf>

3<htt;:)s://citizensclimatelobbv.orq/remi—report/>
“<http:/iwww.mass.gov/eea/docs/doer/fuels/mass-carbon-tax-study.pdf>
S<http://www.energyindependentvt.org/wp-content/uploads/2015/04/REMI_Final.pdf>
6<http://WWW.rifuture.orq/study—shows—carbon—tax—wouId—brinq—ZOOO—iobs—to—ri.html>
"<https:/lwww.adeq.state.ar.us/air/planning/cpp/pdfs/economic_demographic fiscal_emissions implications of ¢

arbon fee.pdf>
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Overall Policy Goals

o Goal of overall emissions to fall by 5% every three years for Washington’s share of
theEIA baseline emissions for the Pacific region, beginning in 2018 (the BASELINE)

e Annual increments beginning in 2018 by AGENCY
e Reduction period through 2035 with a 70% reduction of emissions from baseline

o CONTRACTOR continues analysis through 2040 with no further reduction from 70% the
baseline

Only covers direct emissions in Washington—not imported energy or the implied “carbon
content” of consumer and industry goods and services imported

Policy 1 — Onsite Emissions Reductions

CONTRACTOR will run the net cost of onsite emissions reductions using the production cost
variable in PI" or an alternative variable for electricity prices, natural gas prices, and residual fuel
prices where applicable. CONTRACTOR will also run the benefit to the economy of such
weatherization, retrofit, and upgrade activities are related to the construction and maintenance
sectors. AGENCY will provide CONTRACTOR with the net cost, by industry and by year, of
these upgrades. AGENCY will also provide possible expenditures as destination of the funds
that are “costs” to one industry by an additional project or activity for other industries. In
consultation with AGENCY CONTRACTOR will create two scenarios based on alternative
distribution of destination of funds.

For instance, if the machinery manufacturing industry has to upgrade equipment to use less
electricity, this would be a cost of $X for machinery manufacturing but, for instance, $X in
additional demand for the electronics manufacturing industry providing the new equipment.

Policy 2 — Purchasing Excess Emissions Reductions from Other Covered Parties

CONTRACTOR will run the cost of purchasing emissions reduction credits by industry using the
production cost variable (or energy price variables where applicable). AGENCY will provide
CONTRACTOR with the net costs, from industries needing to purchase allowances, or net
benefits, from industries selling allowances, by year and by industry. AGENCY will also provide
CONTRACTOR with any costs for an industry to reduce its emissions and the destination of
those revenues, such as with Policy 1. AGENCY is responsible in this scenario that the
emissions reductions match the stated goals above.

Policy 3 — Purchasing Emissions Reductions from Instate Reduction Projects

CONTRACTOR will run the costs of purchasing emissions reductions by industry with the
production cost or other energy variables. AGENCY is responsible to provide these costs by
industry as well as their net cost. AGENCY will also provide the destination of these funds in
terms of the other industries involved in the reduction of emissions throughout the economy for
the simulation. This will allow the model to track the dollar flows throughout the state and their
totals.
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Policy 4 — Purchasing Credits for Approved Out-of-State Markets

CONTRACTOR will simulate a carbon price for the covered industries within the state. Covered
industries can purchase credits from only the California and Quebec carbon markets.
CONTRACTOR will run these prices through a version of WACTAM for the applicable
industries. AGENCY is responsible for informing CONTRACTOR of the appropriate carbon
price to use, either as estimates of future auction prices in these markets or “rules of thumb”
for an estimate. If the AGENCY does not provide CONTRACTOR with an estimate, then
CONTRACTOR will proceed with its own estimates or a range of potential pricing options.

Policy 5 — Purchase Renewable Energy Credits (REC)

CONTRACTOR will run the cost of purchasing renewable energy credits using the appropriate
production cost or fuel cost variable by industry. AGENCY will provide CONTRACTOR with the
cost per credit per metric-ton of carbon dioxide emissions reductions as well as the destination
of the REC funds by sector and year. CONTRACTOR will model in-state and out-of-state
destination scenarios. If outside of the state, then CONTRACTOR will not include them in the
model. If going to utilities within Washington state, then CONTRACTOR will presume that
regulated utilities have an assured profit margin and, thus, being able to sell RECs for their
renewable power will allow them to lower electric utility rates for business and household
consumers in the state. This will flow into the appropriate variables.

Main Industries Under Consideration
e 2111 - Oil and gas extraction

e 2211 - Electric power generation, transmission, and distribution

e 3114 - Fruit and Vegetable Preserving and Specialty Food Manufacturing
o 3221 — Pulp, Paper, and Paperboard Mills

e 3241 — Petroleum and Coal Products Manufacturing

e 3253 — Pesticide, Fertilizer, and Other Agricultural Chemical Manufacturing
e 3272 - Glass and Glass Product Manufacturing

e 3273 - Cement and Concrete Product Manufacturing

e 3274 — Lime and Gypsum Product Manufacturing

e 3311 - Iron and Steel Mills and Ferroalloy Manufacturing

e 3313 - Alumina and Aluminum Production and Processing

e 3314 — Nonferrous Metal (except Aluminum) Production and Processing
e 3344 - Semiconductor and Other Electronic Component Manufacturing
e 3364 — Aerospace Product and Parts Manufacturing

e 4246 — Chemical and Allied Products Merchant Wholesalers

o 4247 — Petroleum and Petroleum Products Merchant Wholesalers

e 4451 - Grocery Stores

e 4471 — Gasoline Stations

e 4543 - Direct Selling Establishments

e 4841 — General Freight Trucking

e 4863 — Pipeline Transportation of Natural Gas

e 5622 — Waste Treatment and Disposal

e 6113 - Colleges, Universities, and Professional Schools

e Federal Military
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CONTRACTOR will agglomerate the industries above to their counterparts in the 160-sector
definitions where needed, particularly amid the retail sectors contained above.®

TIMELINE

CONTRACTOR will provide a draft report within forty (40) business days of full execution of this
Agreement with the assumption that AGENCY produces the necessary inputs within ten (10)
business days of full execution of this Agreement. For each business day over the first ten that
CONTRACTOR has not received the data, then the deadline extends, giving CONTRACTOR a
full thirty (30) business days to perform the analysis and write the paper.

CONTRACTOR will provide an updated report within three (5) business days of receiving
comments from AGENCY to finalize.

CONTRACTOR and AGENCY will communicate by phone once per week regarding modeling
decisions, scenarios, data, the report, and the overall progress of the research and eventual
deliverable.

DELIVERABLES

Summary report including the following:

a. Title page
b. Table of contents
c. Summary Introduction of Policies and Approach
d. Methodology for each policy
e. Tables of Results by policy
a. Economic
b. Demographic
f.  Appendix
a. Pl+ Documentation/Methodology
b. WACTAM documentation/methodology
Results

The results will cover the following impact results:
e Economic and demographic results from PI*
0 Total employment
= Employment by industry (160-sectors)
0 Value-added (VA) and gross state product (GSP)
= VA or GSP by industry (160-sectors)
0 Real disposable personal income (RDPI)
0 Population
= Labor force
= Economic migration (change age 0-64 cohorts)
o Other standard outputs from CONTRACTOR PI" as requested by AGENCY and
agreed to by CONTRACTOR as a supplement to the above information
e Carbon price and emission results from any WACTAM calibration if applicable
o Implied auction prices/implied energy price increases from reduction in emissions

8<http://www.remi.com/downIoad/documentation/pi+/pi+ version 1.4/NAICS Industries for PI-
Hierarchical v1.4.pdf>
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o Carbon dioxide emissions from explicit auction prices

Consultation

CONTRACTOR staff directly involved in this report will be available, as jointly agreed, to
participate in up to two hour long telephone or Skype conversations with Washington stakeholders
as arranged by AGENCY.

PRICING

CONTRACTOR will complete this analysis for a fixed-fee of $48,000.
This fixed-fee is broken down as follows:

e PIl+ 1-Region, 160-Sector License - $28,000

e CONTRACTOR Consulting Services - $20,000

AGENCY shall be provided with two invoices as follows:

e First invoice of $40,000 shall be dated following delivery of the draft report
e Second invoice of $8,000 shall be dated after delivery of the final report
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