reasons for withholding payment are removed. payment will be approved and made for amounts
previously withheld, subject to any retainage requirements. The period covered by each
Application for Payment shall be one calendar month ending on the last day of the month.

The Contractor warrants that title to all Work covered by an Application for Payment will pass to
the Road Commission no later than the time of payment. The Road Commission shall have no
obligation to pay or see to the payment of money to a subcontractor except as otherwise required
by law. Neither an authorization of payment nor a progress payment shall constitute acceptance
of the Work not in accordance with the Contract Documents.

3 Retainage. Notwithstanding any other payment provision in this agreement,
pursuant to Act 524 of the Michigan Public Acts of 1980, if the contract sum is in excess of
$30.,000 the Road Commission shall retain a portion of each progress payment otherwise due
which shall be limited to the following: (a) 10% of the dollar value of all Work in place until the
Work is 50% in place: and (b) after the Work is 50% in place, additional retainage shall not be
withheld unless the Road Commission determines that the Contractor is not making satisfactory
progress or for other specific cause relating to the Contractor’s performance under this
agreement. Retained funds shall be held, administered and released in accordance with said Act
524.

6. Substantial Completion. Substantial Completion is the state in the progress of
the Work when the Work is sufficiently complete in accordance with the Contract Documents so
that the Road Commission can occupy and utilize the Work for its intended use. When the Road
Commission reasonably determines that the Work is substantially complete, it shall so notify the
Contractor in writing, which notice shall establish the date of Substantial Completion. The
Contractor shall finish all items on the list accompanying the notice of Substantial Completion
within the time stated in the notice.

y A Final Completion and Final Payment. Following Substantial Completion, and
upon receipt of written notice that the Work is ready for final inspection and acceptance, and
upon receipt of a final Application for Payment, the Road Commission will promptly review the
Work and, when the Road Commission finds the Work is complete and fully complies with the
Contract Documents, it will promptly authorize and make final payment; provided, however,
final payment shall not become due until the Contractor has delivered to the Road Commission a
complete release of all liens arising out of this agreement or receipts in full covering all labor,
materials and equipment for which a lien could be filed, or a bond satisfactory to the Road
Commission to indemnify the Road Commission against such lien.

The making of final payment shall constitute a waiver of claims by the Road Commission,
except those arising from: (a) liens, claims, security interests or encumbrances arising out of this
agreement and unsettled: (b) failure of the Work to comply with the requirements of the Contract
Documents; or (c) terms of special warranties required by the Contract Documents. Acceptance
of final payment by the Contractor, a subcontractor or material supplier shall constitute a waiver
of claims against the Road Commission by that payee.

8. Road Commission’s Right to Stop and Carry Out the Work. If the
Contractor fails to carry out the Work in accordance with the requirements of the Contract
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Documents, the Road Commission may issue a written order to the Contractor to stop the Work,
or any portion thereof, until the cause of such order is eliminated and the Road Commission is
provided adequate assurance that the cause will not reoccur; provided, however, the right of the
Road Commission to stop the Work shall not give rise to a duty on the part of the Road
Commission to exercise this right for the benefit of the Contractor or any other person. If the
Contractor defaults or persistently fails or neglects to carry out the Work in accordance with the
Contract Documents, or fails to perform a provision of this agreement, and the same is not cured
by the Contractor within 10 days of written notice from the Road Commission to the Contractor,
the Road Commission, without prejudice to any other remedy the Road Commission may have
and with or without terminating this agreement, may make good such deficiencies and may
deduct the actual cost thereof. including the Road Commission’s expenses and compensation for
architects and other professionals made necessary thereby, from the payment then or thereafter
due the Contractor.

9. Supervision and Construction Procedures. The Contractor shall supervise and
direct the Work, using the Contractor’s best skill and attention. The Contractor shall be solely
responsible for and have control over construction means. methods, techniques, sequences and
procedures, and for coordinating all portions of the Work, unless the Contract Documents give
specific instructions concerning these matters. The Contractor shall be responsible to the Road
Commission for acts and omissions of the Contractor’'s employees, subcontractors and their
agents and employees, and other persons or entities performing portions of the Work for or on
behalf of the Contractor or any of its subcontractors.

10.  Laber and Materials. Unless otherwise provided in the Contract Documents,
the Contractor shall provide and pay for all labor, materials, equipment, tools, machinery,
utilities, transportation, and other facilities and services necessary for the proper performance
and completion of the Work. The Contractor’s services, and those of the Contractor’s agents,
employees, consultants, subcontractors and sub-subcontractors, shall be performed in a skillful
and competent manner, exercising due and reasonable care, consistent with the recognized
standards in the industry and the standards and practices specified in the Contract Documents.
The Contractor shall comply with all minimum wage and living wage laws. The Contractor shall
deliver, handle, store and install materials in accordance with manufacture’s instructions. The
Contractor shall inspect all materials as delivered to the Work site and shall reject any materials
that will not conform with the Contract Documents when properly installed.

11. Warranty. In addition to all implied warranties, Contractor warrants to the Road
Commission and its assigns that all materials and equipment incorporated in the Work shall be
new unless otherwise specified, and that the Work and all materials and equipment incorporated
therein shall conform to the specifications, drawings, samples, and other descriptions set forth in
the Contract Documents and shall be merchantable, free from faults and defects, and of the grade
and workmanship specified in the Contract Documents. Work, materials and equipment not
conforming to these requirements, including substitutions not properly authorized and approved,
shall be deemed defective. All labor and workmanship shall be the best grade of their respective
kinds for the purpose, shall at minimum meet industry standards in effect at the time the Work is
performed, and shall be free from defects so that the results of such labor will yield only first-
class results. If required by the Road Commission, the Contractor shall furnish satisfactory
evidence as to the kind and quality of materials and equipment. The Contractor’s warranty
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excludes remedy for damage or defects caused by abuse and/or modification and/or improper
operations by persons other than the Contractor, its subcontractors and agents or by normal wear
and tear under normal usage.

All warranties and obligations of Contractor set forth above or elsewhere in this agreement are
not intended as a limitation but are in addition to all other express warranties set forth in this
agreement and such other warranties as are implied by law, custom and/or usage of trade.
Contractor and its surety or sureties shall be liable for the satisfaction and full performance of the
warranties set forth herein or elsewhere in the Contract Documents. These warranties shall
survive acceptance of the Work under this agreement and termination of this agreement.

12.  Taxes; Permits; Fees and Notices. The Contractor shall pay all sales, consumer,
use and other similar taxes. The Contractor shall secure and pay for any and all permits and
governmental fees, licenses and inspections necessary for proper performance and completion of
the Work. The Contractor shall comply with and give notices required by laws. ordinances.
rules, regulations and lawful orders of public authorities applicable to the performance of the
Work.

13 Cleaning Up. The Contractor shall keep the Work area and surrounding area
free from accumulation of waste materials or rubbish caused by operations under this agreement.
At completion of the Work. the Contractor shall remove from and about the Work area all waste
materials, rubbish, the Contractor’s tools, equipment, machinery and surplus materials.

14.  Indemnification. To the fullest extent permitted by law and to the extent claims,
damages, losses, penalties, fines or expenses are not covered by insurance purchased by the
Contractor in accordance with this agreement, the Contractor shall indemnify and hold harmless
the Road Commission and its commissioners, board members, employees and agents from and
against claims, damages, losses, penalties, fines, and expenses (including without limitation
attorneys’ fees) arising out of or resulting from performance of the Work, failure to perform the
Work, or breach of this agreement by the Contractor or its subcontractors or anyone directly or
indirectly employed by them or anyone for whose acts or omissions they may be liable,
regardless of whether or not such claim. damage. loss. penalty. fine or expense is caused in part
by a party indemnified hereunder. Indemnification obligations shall not be limited on amount or
type of damages, compensation or benefits payable by or for the Contractor or subcontractors
under workers’ compensation acts, disability benefit acts or other employee benefit acts.

15. Administration of the Agreement. The Road Commission will provide
administration of this agreement. The Road Commission will review the Work, but shall not be
responsible for the Contractor’s failure to perform the Work in accordance with the requirements
of the Contract Documents. The Road Commission will not have control over or charge of and
will not be responsible for acts or omissions of the Contractor or its subcontractors, employees or
agents, or any other person performing portions of the Work. The Road Commission will have
authority to reject Work that does not conform to the Contract Documents.

16.  Claims and Disputes. Claims, disputes and other matters in question arising out

of or relating to the Contract Documents that are not resolved amicably by the Road Commission
and the Contractor shall be resolved as set forth in this paragraph. All claims, disputes and other
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matters in question involving amounts in dispute between the Contractor and the Road
Commission of less than $100,000 shall be decided by arbitration in accordance with the
Construction Industry Arbitration rules of the American Arbitration Association then in effect as
modified hereby. Claims, disputes and other matters in question involving amounts in dispute
between the Contractor and the Road Commission of $100,000 or more may be submitted to
arbitration only with the written consent of both the Road Commission and the Contractor.

Any arbitration arising out of or relating to the Contract Documents, or the breach thereof, shall
include as parties to the arbitration any other entities or persons whom the Road Commission or
the Contractor believes to be substantially involved in a common question of fact or law, and the
Contractor’s contracts with subcontractors or others performing Work shall require such joinder.
In the event that more than one claim, dispute, or other matter in question, shall be in existence at
the same time, the Road Commission may, at its sole option, decide which of such claims,
disputes or other matters in question shall be aggregated for purposes of determining whether the
$100,000 arbitration threshold referred to above has been reached. Such decision shall be final
and unappealable. and no arbitration shall be authorized to consider. decide. or make any award
of any claim or matter which is not properly made the subject of arbitration in strict accordance
with the provisions of this paragraph 16.

If either the Road Commission or the Contractor wishes to submit to arbitration any claim,
dispute or other matter in question involving amounts in dispute between the Contractor and the
Road Commission of less than $100,000, the submitting party shall file a written notice of
demand for arbitration with the American Arbitration Association and with the other party
hereto. In the event that either the Road Commission or the Contractor wishes to request
arbitration of any claim, dispute or other matter in question involving amounts in dispute
between the Contractor and the Road Commission of $100,000 or more, such party shall deliver
a written notice of request for arbitration to the other party specifically describing the claims,
disputes and other matters in question which the requesting party wishes to submit to arbitration.
but no arbitration shall occur, nor shall any arbitrator be authorized to consider, decide or make
any award of any claim, dispute or matter in question involving amounts in dispute between the
Contractor and the Road Commission of $100,000 or more unless within 14 days after receiving
the written notice of request for arbitration. the non-requesting party executes and delivers to the
requesting party a written acceptance of the request for arbitration so made and files a written
notice of demand for arbitration with the American Arbitration Association.

The Road Commission and the Contractor shall agree on the appointment of a single arbitrator
within 30 days. or such further mutually agreeable time, of the filing of the arbitration. If the
parties are unable to agree on a single arbitrator within such time, the arbitrator shall be
appointed by the American Arbitration Association.

The parties may jointly (but not unilaterally) elect to have the discovery rights and procedures
provided by the Federal Rules of Civil Procedure available and enforceable within the arbitration
proceeding.

The arbitration shall take place in Grand Rapids. Michigan. Any request or demand for
arbitration hereunder shall be made before the date when institution of legal or equitable
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