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Large IT Initiatives
WSI System Replacement Project

The purpose of the System Replacement Project is to replace core business applications supporting
claims and policy in order to improve customer service, meet WSI’s anticipated demand for growth, and
enable WSI to remain current with technology. A phased, evolution implementation approach will be
used, whereby the system replacement will be done incrementally over a period of years, while at the
same time continuing to support current applications.

The Planning and Analysis phase of the project (now referred to as a “program”) which began in
December 2014 was completed in June 2015 with the overall Program Plan approved by the ESC on June
24™2015. According to the Program Plan, the entire program is divided up into a number of smaller
projects each large enough to produce meaningful results and production-ready functionality, but small
enough to be more manageable. The execution phase of the 1% project began July 1%tand is scheduled to
be completed May 2016 with a budget of $1,793,317. This project includes the consolidation of the two
primary databases supporting Policy and Claims into a single database to eliminate data redundancy and
the beginning of the system replacement (referred to as “re-facing”).

Aon Lawsuit

WSl is currently engaged in a lawsuit following a dispute with Aon eSolutions, Inc., formerly known as
Valley Oak Systems, Inc. This lawsuit relates to a contract entered into in June 2007, whereby Aon
agreed to provide software to WSI to replace WSI’s existing workers’ compensation policy and claims
management software systems. After more than five years of work on the project and approximately
$17,000,000 in expenditures to both Aon and others, Aon was unable to deliver the software it
promised, causing WSI to terminate its relationship with Aon effective December 31, 2012.

On March 27, 2014, WSl commenced a lawsuit against Aon in Burleigh County District Court, which is
currently pending. Aon has asserted a counterclaim against WSI for work Aon asserts it performed under
the contract for which it never received payment. Aon asserts it is owed an amount of at least
$400,000.00. The parties are currently engaged in the discovery process. Trial on this matter is now
contemplated for the first part of 2017.
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