City ofF Novi City COUNCIL
APRIL 3, 2023
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SUBJECT: Approval of a one-year contract extension for employee benefit broker
services between the City of Novi and Gallagher Benefit Services, Inc.

SUBMITTING DEPARTMENT: Human Resources

BACKGROUND INFORMATION:

In 2018 the City and Gallagher Benefit Services entered into a three-year contract
with two one-year extensions. That contract will expire on April 21, 2023.

Gallagher Benefit Services works with the City, specifically Human Resources, to
provide benefit consultation in the areas of health, dental, disability, and life
insurance. Gallagher has been providing exceptional services to the City and to its
employees since 2007. They assist Human Resources in resolving complaints and/or
disputes concerning employee medical and/or disability claims, as well as provide
services with regard to the City’s annual renewal for these benefits.

The City of Novi is not billed for the services Gallagher provides. Gallagher receives
payment directly from the insurance carriers, based upon a percentage of premiums
paid to each provider. It has been confirmed, in writing, that there are no fee
increases planned for 2023. Additionally, Gallagher has removed all commissions
from the City’s life and disability plans and does not receive any commission for the
City's dental plan.

At the March 6" Consultant Review meeting, a one-year extension to the above
contract was recommended for City Council approval.

RECOMMENDED ACTION: Approval of a one-year contract extension for employee
benefit broker services between the City of Novi and Gallagher Benefit Services, Inc.



CONTRACT FOR BENEFIT PLAN CONSULTING AND AGENT SERVICES

THIS CONTRACT FOR SERVICES ("Contract”) shall be considered as made and entered
into as of the date of the last signature (“Effective Date"), and is between the City of
Novi, a Michigan municipal corporation, whose address is 45175 W. Ten Mile Road, Novi
Michigan, 48375 (hereinafter referred to as “Client"), and Gallagher Benefit Services,
Inc., whose address is 2600 South Telegraph Road, Suite 100, Bloomfield Hills, Ml 48302
(hereinafter referred to as “Contractor").

THE CLIENT AND CONTRACTOR AGREE AS FOLLOWS:
Adicle |, Statement and Performance of Work.

For payment by the Client as provided under this Contract, Contractor shall provide the
materials and perform the services described on and in the Scope of Work (the "Work”),
which is outlined in the original service contract and is made a part of this Contract by
this reference, in a competent, accurate, efficient, timely, good, professional, thorough,
complete and responsible manner, and in compliance with the terms and conditions set
forth below.

Atdicle 1. Timing of Performance.

Performance of this Contract shall commence immediately upon execution by both
parties. The confract period will be one (1) year, commencing April 21, 2023, through
April 20, 2024, under the same terms, and conditions of the original contract.

Adicle lil. Contract Price and Payment.

Subject to the terms and conditions of this Contract, the Client agrees to pay
Contractor an amount for services and materials as specifically set forth in the attached
Compensation Disclosure form (referred to as Schedule A). Such
payments are in exchange for and consideration of the timely and satisfactory
performance and completion of the work required under and pursuant to this Contract.
The Client agrees to pay Contractor amounts due within thirty (30) days of receipt of an
itemized biling/invoice from Contractor detailing all work performed in connection
with the biling and the hours and charges applicable to each such item. Such itemized
billings shall be submitted and shall be paid only upon satisfactory completion of the
work itemized in the billing.

All costs and expenses incurred by Contractor under this Contract are deemed to be
included in the amounts set forth in Schedule A. Contractor will obtain written approval
of the Client prior to proceeding with any work that is not stated on Schedule A;
otherwise, the Client will not be billed for such extra/additional work.

Payments shall be made upon verification of invoices received by the Client. All
payments to Contractor shall be submitted by mail at Contractor's address first listed
above, unless Contractor provides written notice of a change in the address to which
such payments are to be sent.
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Aticle 1V: Termination.

A.

1. For cause: In the event that either party shall breach the terms and conditions of
this Contract, the aggrieved party may notify the other party, in writing via certified
mail, of such breach and demand that the same be remedied within ten (10) days.
If the defaulting party fails to remedy the breach as demanded, the aggrieved
party shall then have the right to terminate by giving the defaulting party thirty (30)
days written notice. In addition, if at any time a voluntary petition in bankruptcy
shall be filed against either party and shall not be dismissed within thirty (30) days, or
if either party shall take advantage of any insolvency law, or if a receiver or trustee
of any of a party's property shall be appointed and such appointments shall not be
vacated within thirty (30) days, the other party shall have the right, in addition to any
other rights of whatsoever nature that it may have at law or in equity, to terminate
by giving thirty (30) days' notice in writing of such termination.

2. For convenience: The Client may terminate the agreement, in whole or in part,
without showing cause upon giving thirty (30) days written notice to the Contractor.
The Client shall pay all reasonable costs incurred by the Contractor up to the date
of notice of termination. The Contractor will not be reimbursed for any anticipatory
profits that have not been earned up to the date of notice of termination.

In the event this Contract is terminated before completion, the Client shall not be
responsible to make any further payments for work performed after the effective
date of such termination, and shall pay Contractor for such materials as have been
delivered and for such work as has been completed and is eligible for payment
under the terms of this Contract through the date of such termination. In all events,
the Client shall only be responsible to make the payments described in the
preceding sentence if, at the Client's request, Contractor continues to fully perform
its duties and obligations in full compliance with the terms of this Contract through
the effective date of the termination.

Atticle V: Independent Contractor/Vendor Relationship.

A.

In the performance of this Contract, the relationship of Contractor to the Client shalll
be that of an independent contractor and/or vendor and not that of an employee
or agent of Client. Contractor is and shall perform under this Contract as an
independent contractor and/or vendor, and no liability or responsibility with respect
to benefits of any kind, including without limitation, medical benefits, worker's
compensation, pension rights, or other rights or liabilities arising out of or related to a
confract for hire or employer/employee relationship shall arise or accrue to either
party as aresult of the performance of this Contract.

Contractor, as an independent contractor and/or vendor, is not authorized to enter
into or sign any agreements on behalf of the Client or to make any representations
to third parties that are binding upon the Client.

Contractor represents that it will dedicate sufficient resources and provide all
necessary personnel required to perform the work described in the Scope of Work in
accordance with the terms and conditions of this Contract. Except as may be
specifically stated and agreed to in Schedule A, Contractor shall perform all of the
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work under this Contract and no other person or entity shall be assigned or sub-
contracted to perform the work, or any part thereof, unless approved by the Client
in advance.

Atticle VI: Liability and Insurance.

A. Contractor agrees to indemnify and hold harmless the Client, its elected and
appointed officials and employees, from and against any and all claims, demands,
suits, losses and settlements, including actual attorney fees incurred and all costs
connected therewith, for any damages which may be asserted, claimed or
recovered against the Client by reason of (i) personal injury, death and/or property
damages which arises out of or is in any way connected or associated with the
actions or inactions of Contractor in performing or failing to perform the work; or {ii)
civii damages which arise out of any dispute between Contractor and its
subcontractors, affiliates, employees or other private third parties in connection with
this Contract. Contractor specifically agrees that it is Contractor's responsibility, and
not the responsibility of the Client, to safeguard the property and materials used in
performing this Contract. Contractor agrees to hold the City harmless from any loss
of or damage to such property and materials used in connection with Contractor’s
performance of this Contract.

B. Contractor shall provide evidence of adequate insurance coverage in the types
and amounts set forth in the original Request for Proposal. Such insurance shall be
maintained at the specified level of coverage throughout the term of this Contract,
including any extension of such term, and will cover all work, acts and omissions by
and on behalf of Contractor in connection with this Contract, with the Client as
named additional insureds, but with such coverage being primary and non-
contributory.

Adicle VIl Information.

It is expressly acknowledged and agreed that all reports, opinions, compilations,
research work, studies, data, materials, artifacts, samples, documents, plans, drawings,
specifications, correspondence, ledgers, permits, manuals, applications, confracts,
accountings, schedules, maps, logs, invoices, billings, photographs, videotapes and all
other materials generated by and/or coming into the possession of Contractor during
the term of this Contract, and any extension thereof, that in any way relate to the
performance of work by Contractor under this Contract or that are otherwise related or
relevant to the work, belong exclusively to the Client and shall be promptly delivered to
the Client upon the termination of this Contract or, at any time, upon the Client's
request.

Aricle Vil General Provisions.

A. Entire Agreement. This instrument, together with the attached Schedules, contains
the entire Contract between the Client and Contractor. No verbal agreement,
conversation, or representation by or between any officer, agent, or employee of
the parties hereto, either before or after the execution of this Contract, shall affect
or modify any of the terms or obligations herein contained.
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H.

Compliance with Laws. This Contract and all of Contractor's work and practices
shall be subject to all applicable state, federal and local laws, ordinances, rules or
regulations, including without limitation, those which apply because Client is a public
governmental agency or body. Contractor represents that it is in compliance with
all such laws and eligible and qualified to enter into this Contract.

Governing Law. This Contract shall be governed by the laws of the State of Michigan.

. Assignment. Contractor shall not assign this Contract or any part thereof without the

written consent of the Client. This Contract shall be binding on the parties, their
successors, assigns and legal representatives.

Dispute Resolution/Arbitration. The parties agree that any disputes regarding a
claimed violation of this agreement shall first be submitted in writing to the other
party in an attempt to settle the matter before pursuing other legal actions or
notices provided for in this agreement. Such written communication shall clearly
state the problem or concern, allow sufficient time for a written response form the
other party, and culminate in a face-to-face meeting to determine if a remedial
action is possible. In no event shall this process take more than thirty (30) days,
unless a specific extended period of time is agreed to by both parties in writing as
being necessary. The aforementioned initial written communications between the
parties also shall indicate whether the party is wiling to submit the dispute to binding
arbitration, non-binding mediation or other form of alternate dispute resolution, and
share equally the costs for same. Upon the parties agreeing to any such method of
dispute resolution and a timetable for doing so, pursuit of other legal actions shall be
deferred until the process has been completed. In any binding arbitration, the
arbitrator shall provide a written statement of the reasons and basis for an award or
decision, a judgment of the Oakland County Circuit Court may be entered based
on the arbitration award or decision, and each party shall be responsible for their
own costs and attorney fees.

Third Parties. It is the intention of the parties hereto that this Agreement is not made
for the benefit of any private third party. It is acknowledged that Client may receive
a portion of the funding for the payments under this Contract from one or more
private sources, and it is understood by Contractor that it is hired by Client to work
exclusively for Client (and by extension for the Client should the work be accepted
and implemented by the Client) and Contractor agrees that no private party or
parties will be allowed to hold sway or influence, in any way, over Contractor's
performance of the work.

. Notices. Written notices under this Contract shall be given to the parties at their

addresses contained in this Contract by personal or registered mail delivery to the
attention of the following persons:

Client: Mayor Robert J. Gatt and City Clerk Cortney Hanson
Contractor: Lenny Brucato, Area President

Changes. Any changes in the provisions of this Contract must be in writing and
signed by the Client and Contractor.
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l. Waivers. No waiver of any term or condition of this Contract shall be binding and
effective unless in writing and signed by all parties, with any such waiver being
limited to that circumstance only and not applicable to subsequent actions or
events.

J. Jurisdiction and Venue of Contract. This Contract shall be considered for all
purposes, including the establishment of jurisdiction and venue in any court action
between the parties, as having been entered into and consummated in the City of
Novi, Oakland County, Michigan.

K. Conflict. In the event of any conflict or inconsistency between the above provisions
of this Contract and either or both of the attached Schedules, the provisions in the
above text shall govern.

IN WITNESS WHEREOF, the Client and the Contractor have executed this Contract in
Oakland County, Michigan, as of the date first listed above.

WITNESS: City of Novi ("Client"):
WITNESS AND DATES CITY OF NOVI
OF SIGNATURES:

By: Robert J. Gatt
Date: Its: Mayor

By: Cortney Hanson
Date: Its: Clerk

WITNESS: Gallagher Benefit Services, Inc.
(“Contractor”):

By: Lenny Brucato
Date: Its: Area President
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schedule A

(1LY C)F]

CITY OF NOVI
BENEFIT PLAN CONSULTING AND AGENT SERVICES

A%
NOVI

PROPOSAL FORM
cityolnovi.org

(Please submit in a separate sealed envelope)

We, the undersigned, propose to furnish to the City of Novi, according to the
specifications, terms, conditions and instructions attached hereto and made a part

thereof:
Form of payment accepted:

X Commissions accepted as a form of payment for services rendered

X Other, please explain below

Commission See attached for current %

Comments —
BCBSM, HAP and Priarity Health commissions are based on a standard scale and are

built into the administrative fee portion of each camier's premium structure.

Other form of paoyment accepied:

Comments/Description Gallagher Benefit Services will work on a negotiated fee

basis in lieu of accepting commissions. We would propose to offset fees by any

commission dollars that are already built into carrier pricing. These fees can be billed

on any mutually agreed upon schedule.

Please altach a complete list of fees for all additlonal services or materlals your
firm offers beyond the scope of work described In the specifications.

Exceptions/Deviations from Yes NoX
If yes. what?
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N
We acknowledge the following addenda:

This proposal submitied by:
Company (Legal Registration)

Address

/A

Gallagher Benefit Services, Inc.

30150 Telegraph Road, Suite 408

City B_mgh_am Farms

248-203-0626
Telephone ~

State M

Fa

w, Hi
Agent's Name _ Bryan_ "

oy Al ident
Agent's Title rea Presiden

Zip
" 248-540-8015

48025

Agent’s Signature

Bryan_Hirn@ajg.com

E-mail

Date
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Gallagher

Insurance | Risk Management I Consulting

CLIENT COVERAGE ACKNOWLEDGMENT
AND COMPENSATION DISCLOSURE STATEMENT
FOR THE CITY OF NOVI

This form documents that Gallagher Benefit Services, Inc. (Gallagher) will apply its
professional judgment to access those insurance companies it believes are best suited to insure the
Client’s risks. The final decision to choose any insurance company or vendor has been made by the
Client in its sole and absolute discretion. The Client understands and agrees that Gallagher does not
take risk, and that Gallagher does not guarantee the financial solvency or security of any insurance
company. The Client, or other policy owner, is responsible for immediate payment of premiums for
all insurance placed by Gallagher on Client's behalf. If any premium amounts or fees, as applicable,
are not paid in full when due, the applicable insurance company for the Client's risks may cancel any
applicable policies in accordance with the terms of such policies.

The following is the disclosure of commissions and/or fees to be paid to Gallagher for
brokerage and/or consulting services to Client's Group Health and Welfare Plan and any
relationships, or agreements Gallagher has with any insurance companies or vendors selected by
Client as noted above. Gallagher will receive the following initial and renewal sale commissions
expressed as percentage of gross premium payments, or fees, as agreed upon by Client:

Line of
- Third Party Direct | Effective
Coverage / 283
Servicgs‘ Company Commission Compensation | Fees* Date
Medical/Pharmacy BCBSM 4.5% of premium n/a n/a 1/1/2023
Medical/Pharmacy HAP $8'73pem‘;§"°yee per n/a na | 1/1/2023
Medical/Pharmacy | Priority Health 3% of premium n/a n/a 1/1/2023
Medicare Advantage BCBSM $100 per contract per year n/a n/a 1/1/2023
$539 per contract per year for
Medicare Advantage HAP year one; $270 per contract n/a n/a 1/1/12023
per year thereafter
Dental Delta Dental Net of commissions n/a n/a 1/1/2023
Vision BCBSM 8% of premium n/a n/a 17172023
Life/AD&D/Short
Term Disability/Long | The Hartford Net of commissions n/a n/a 1/1/2023
Term Disability

Services provided relative to the above lines of coverage include Benefits strategy consulting and design, to include funding evaluation options, financial
reporting, as appropriate, based on funding arrangement, and vendor support; Plan management services, to include plan marketing and evaluation
services, Renewal support, coordination, and oversight; Annual enroliment support, including drafting assistance for employee communications; Legislative
compliance support in the form of updates, materals, and guidance; and Administrative support as mutually agreed to by the parties. Refer to your
consulting agreement for further details on services, if applicable
¢ Commissions include all commissions/fees paid to Gallagher that are attributable to a contract or policy between a ptan and an insurance company,
insurance service, or vendor. This includes indirect fees that are paid to Gallagher paid by a third party, and includes, among other things, the payment of
“finders’ fees” or other fees to Gallagher for a transaction or service involving the plan.
! Gallagher may receive supplemental compensation from insurance carriers and vendors, normally calculated at the end of each calendar year, that are
contingent on a number of factors including the overall number of employer plans represented, plan retention rates, and overall premium growth.
Historically, supplemental compensation has ranged, on average, between 0-3% based on specific carrier programs. These plans have no effect on
premiums. Further, Gallagher may receive non-cash compensation from plan vendors or service providers that are not in connection with any particular
client. If you have any questions regarding direct or indirect compensation received by Gallagher, please contact your dedicaled Gallagher advisor or refer
to the Gallagher Global Standards of Business Conduet
Direct Fees include compensation to Gallagher paid for directly by the plan sponsor/Client

©2023 Arthur J. Gallagher & Co. All rights reserved | Client Coverage Acknowledgement and Compensation Disclosure 01252022



Gallagher

Insurance I Risk Management | Consulting

It should also be noted that:

o Gallagher is not an affiliate of the insurer/vendor whose contract is recommended. This means
the insurer/vendor whose contract is recommended does not directly or indirectly have the power
to exercise a controlling influence over the management or policies of Gallagher. Gallagher’s
ability to recommend other insurance contracts/vendors is not limited by an agreement with the
insurance company/vendor.

o Gallagher is effecting the transaction for the Plan(s) in the ordinary course of Gallagher
business. The transaction set forth is at least as favorable to the Plan(s) as an arm’s length
transaction with an unrelated party.

» Gallagher is not a trustee of the Plan(s) and is neither the Plan Administrator of the Plan(s), a
named fiduciary of the Plan(s), nor an employer which has employees in the Plan(s). Gallagher
shall not exercise discretionary authority or control with respect to plan management, the
disposition of plan assets or plan administration.

+ Gallagher’s liability to Client, or any party claiming by or through Client, on account of or relating
to the provision of services to Client during the period of the relationship between Gallagher and
Client shall not exceed $20 million in the aggregate. Without limiting the foregoing, Gallagher
shall only be liable for actual damages incurred by Client, and shall not be liable for any indirect,
consequential or punitive damages.

For Employers and Plan Sponsors Subject to ERISA: This Disclosure Statement is being given to the Client (1) to make
sure Client knows about Gallagher's and Gallagher affiliates’ income before purchasing the insurance product and/or vendor
services and (2) for plans subject to ERISA, to comply with the disclosure, acknowledgment and approval requirement of
Prohibited Transaction Class Exemption No. 84-24% which protects both Client and Gallagher®, and the disclosure
requirements under ERISA §408(b)(2), as amended by Div. BB, Title Il, §202 of the Consolidated Appropriations Act, 2021.
Disclosure must be made to responsible plan fiduciary for the ERISA Plan(s), and Client acknowledges and confirms that this
is a reasonable transaction in the best interest of participants in its ERISA Plan(s).

For more information on Gallagher's compensation arrangements, please visit
www.ajg.com/compensation. In the event a Client wishes to register a formal complaint regarding
compensation Gallagher receives, please send an email to Compensation_Complaints@ajg.com.

Thank you for your business and continued confidence in the services Gallagher provides to
you and your employees. We sincerely appreciate the opportunity to serve The City of Novi. Please
contact your Gallagher advisor if you have questions regarding this information or would like more
detail.

GALLAGHER BENEFIT SERVICES, INC.
By %)”{,I///."/ ,(" /'m' ¥ 5,[;,,_'
Name Kelley A. Demiryan /

Title Account Director
Date  February 24, 2023

> Which allows an exemption from a prohibited transaction under Section 408(a) of the Employee Retirement Income Security Act of 1974 (ERISA).
% In making these disclosures, no position is taken, nor is one to be inferred, regarding the use of assets of a plan subject to ERISA to purchase such
insurance
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