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Guidelines: 

The Respondent shall document key pricing, schedule, or functionality assumptions in Exhibit 
4.0 Business Model. If no assumptions are specified, then Department of Information Resources 
(DIR) will assume there are none. DIR requires that all assumptions be eliminated prior to 
contract execution. DIR’s contractual arrangements with a Respondent shall not be subject to 
assumption verification or post-closing diligence. Accordingly, Respondent shall minimize their 
assumptions and seek to eliminate all assumptions during the proposal and due diligence period. 

Exhibit 4.0 Business Model is the form of Exhibit 4.0 Business Model to the Master Services 
Agreement (“Agreement”), which DIR expects to execute with the Successful Respondent. 

Respondent must respond to the provisions contained in this Exhibit 4.0 Business Model per the 
instructions located in Multi-Sourcing Services Integrator Request for Offer (RFO) Section 
3.6.5. 
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1 INTRODUCTION 

The following documents comprise the entire Business Model for the Multi-Sourcing Services 
Integrator (MSI) Request for Offer (RFO): 

1. Exhibit 4.0 – Business Model 
2. Exhibit 4.1 – Pricing Structure 
3. Exhibit 4.2 – Responsibility Matrix 
4. Exhibit 4.3 – Form of Invoice 
5. Exhibit 4.4 – Assets 
6. Exhibit 4.5 – Third party Contracts 

This Exhibit describes the methodology for calculating the Charges for all Services, unless 
otherwise expressly provided in the Master Services Agreement (“MSA” or “Agreement”). 

The Respondent shall follow the instructions contained within these and all other RFO and 
Agreement documents, including all Exhibits. 

All capitalized terms in this Exhibit 4.0 Business Model shall have the same meanings given 
them in Exhibit 1.1 Definitions. All Exhibit 4.0 Business Model documents hereto are 
incorporated by reference herein. 

The Successful Respondent shall be responsible for the accuracy and completeness of the 
operational and financial assumptions underlying its pricing, and if such assumptions are 
incorrect or incomplete, the Successful Respondent shall not be entitled to adjust its pricing or 
any other terms of the Agreement. 

All Charges calculated in accordance with Exhibit 4.0 Business Model shall be invoiced to DIR 
by the Successful Respondent in accordance with the applicable invoice and payment provisions 
set forth in MSA Section 12 Invoicing and Payment. The Successful Respondent shall not 
impose any fixed or monthly required minimum fees or support level pricing for any Service or 
at the total contract level; in no event will DIR be required to pay Successful Respondent for 
Services not consumed or utilized by DIR. 

All Charges are expressed and shall be paid in U.S. Dollars. 

2 CHARGES CATEGORIES 

The Annual Charges for Successful Respondent Services for each Contract Year are set forth in 
Exhibit 4.1 Pricing Structure and reflect the resources required to provide Successful 
Respondent Services. There are five (5) Successful Respondent Services Charge Categories that 
fully compensate Successful Respondent for providing Services, each designed to bundle 
Services with similar economic profiles: 

1. Fixed Charges encompass Services with static cost structures, even during times 
of growth or recession; 
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2. Variable Charges represent Services whose cost structure to deliver the Services 
is highly dependent on the underlying volumes of Service; 

3. Rate Card Services compensate Successful Respondent for Services provided 
under a Request for Solution (RFS) as described in the Service Management 
Manual (SMM); 

4. Pass-Through Expenses are for Successful Respondent expenses that DIR has 
agreed to pay directly to a Third Party or reimburse to Successful Respondent, 
and 

5. Transition Charges are for defined Milestones paid upon delivery and 
acceptance of Transition Services. 

Charges may be revised from time to time by agreement of the Parties based on the usage, 
demand, and business requirements of DIR Customers. Charges may only be modified over time 
in accordance with the Agreement, including this Exhibit. Successful Respondent acknowledges 
and agrees that the Charges (Fixed, Variable, and Transition), as adjusted pursuant to this 
Exhibit, fully compensate Successful Respondent for providing the Services. 

In managing the provision of Services, the Successful Respondent shall maintain the flexibility 
to respond to changes in DIR Customers’ demand for the Services on a day-to-day and month-to-
month basis, particularly as to those portions of the Services where DIR Customers experience 
significant variations in demand. Unless otherwise provided in the Agreement, if the provision of 
the Services requires increased dedicated support, additional resources, or extended hours of 
service, the Successful Respondent shall provide such support, resources, or extended hours of 
service at no additional charge to DIR Customers. 

Exhibit 4.0 Business Model is not intended to fully describe each Service in detail but rather 
how the Services are charged, with Exhibit 2.0 Service Model providing a description of the 
Services, Exhibit 3.0 Performance Model providing a description of the expected performance, 
and the Successful Respondent solution document providing a description of how Successful 
Respondent intends to deliver the Services, including the required people, processes, and tools 
included in the Charges. Exhibit 4.2 Responsibility Matrix provides guidance with respect to 
the financial responsibilities of the Successful Respondent and DIR. 

The Successful Respondent shall invoice DIR on a monthly basis in accordance with MSA 
Section 12.1 for a pro rata portion of the Annual Fixed Charge, which shall be calculated by 
dividing the Annual Fixed Charge specified in Exhibit 4.1 Pricing Structure for the applicable 
Contract Year by twelve (12). Variable Charges may change on a monthly basis based on the 
methodology for calculating Charges as described in Section 2.2 below. 

The Successful Respondent shall invoice DIR for Transition Charges upon completion of 
Milestones but no sooner than the first month following the Commencement Date. 
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2.1 Fixed Charges 

The cost to provide most Successful Respondent Services is not sensitive to wide changes in the 
volume consumption of Successful Respondent or DIR Shared Services. As such, unless 
identified as a Variable, Pass-Through, or Transition Charge in Exhibit 4.1 Pricing Structure, 
all Successful Respondent Services are provided as a Fixed Charge on a monthly basis. Fixed 
Charges are subject to change, in accordance with Section 5 below, if DIR Shared Service spend 
is higher or lower than the Service Consumption Band documented in Exhibit 4.1 Pricing 
Structure. The Service Consumption Band represents the adjusted aggregate spend of DIR 
Shared Services that are subject to Successful Respondent Services as determined by DIR. There 
are two (2) categories of Fixed Charges as delineated in Exhibit 4.1 Pricing Structure: 

1. Enterprise Fixed Charges – Charges for Successful Respondent Services that are fixed 
at the enterprise level across all DIR Shared Services that receive Successful Respondent 
Services. These Charges do not change over the term based on the number or size of DIR 
Shared Services unless the aggregated SCP spend breaches the Service Consumption 
Band. 

2. DIR Shared Services Fixed Charges – Charges for Successful Respondent Services that 
are fixed at the DIR Shared Services level. These Charges are subject to change if the 
Service Consumption Band is broken or the number of DIR Shared Services change. The 
removal of a DIR Shared Service receiving Successful Respondent Service would 
eliminate the proportion of the DIR Shared Services Fixed Charge for that DIR Shared 
Service. A new DIR Shared Service Fixed Charge will be calculated in accordance with 
this Section as needed for new DIR Shared Services. 

DIR Shared Services Fixed Charges for new DIR Shared Services that are to receive Successful 
Respondent Services shall be calculated using a proportional methodology based on existing 
Successful Respondent DIR Shared Services Fixed Charges. Once an assessment has been 
performed to determine the Successful Respondent Services required by the new DIR Shared 
Service, DIR and Successful Respondent will work together to identify the existing DIR Shared 
Service that is most similar to the new Shared Service based on Service type and level of 
Successful Respondent effort to support the Shared Service. The assessment will consider the 
following factors when establishing or removing the DIR Shared Services Fixed Charges: 

 Number of resource units 

 Number of service levels 

 Number of configuration items 

The Parties will follow the assessment process described above in this section to establish an 
initial Fixed Charge adjustment that shall represent the minimum viable service commitment by 
the MSI to ensure the continued value of the program while enabling a speed to value indicative 
of the MSI’s commitment to its established growth goals. To ensure the on-going success of the 
new shared service and the quality of service delivery, at the end of the first twelve (12) months 
of service for the new DIR Shared Service, Successful Respondent will make a true-up 
adjustment prospectively to the initial Fixed Charge adjustment based on the actual and 
forecasted level of consumption volumes, effort, and cost. The Parties will mutually agree upon 
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the increase or decrease to the Fixed Charge based on the outputs of the True-Up assessment 
process. 

2.2 Variable Charges 

Starting on the Commencement Date and monthly thereafter, Successful Respondent shall track 
and report data used to calculate the Variable Charges. Successful Respondent’s method and 
tools for measuring, tracking, and reporting Variable Charge data is subject to DIR approval. 
Any automated system used by Successful Respondent to perform this responsibility shall be 
configured to track and record all user entries, reports, modifications, and all other actions taken 
in relation to the billing source data. DIR or its designee may, at any time, perform an audit of 
such automated system and all source data in accordance with MSA Section 9.8. Successful 
Respondent shall be responsible for recording all Variable Charges due, and for reflecting these 
amounts in each Monthly Invoice. 

There are two (2) categories of Variable Charges as delineated in Exhibit 4.1 Pricing Structure: 

1. Percentage of SCP Charges – Charges for Successful Respondent Services that are 
variable and based on a percentage of SCP Charges for that month. Charges for Service 
Desk/Incident/Request/Access, Cloud Management and Workflow Orchestration, Project 
Management, Service Portfolio Management, IT Service Continuity Management, and 
Customer Relationship Support are based upon a percentage of aggregated adjusted 
enterprise SCP Charges while Charges for Constituent Help Desk are limited to a 
percentage of Texas.gov SCP Charges. The estimated SCP Charges are provided in 
Exhibit 4.1 Pricing Structure, Service Consumption Band. The Monthly Invoice 
Variable Charges will be calculated based upon actual SCP spend for the billing month 
with no minimum commitment within the Service Consumption Band. Actual SCP spend 
is adjusted to remove the following types of Charges as agreed to by DIR: HSC/SSC, 
Mainframe SSC, Miscellaneous and Optional Services (as mutually agreed by the 
Parties), TnT/OTCs. 

In the event DIR, through re-procurement of the DCS Services (i.e., Mainframe, Server, 
Network, Data Center, and Print-Mail Service Components), modifies the SCP Charges, 
including Cloud Service Provider Charges, without a corresponding change in the total 
SCP scope, volume of work, or method of service delivery that impacts the MSI, the 
percentage of SCP Charges shall be adjusted as follows: 

a. The then current Variable Charge percentage in Exhibit 4.1 Pricing Structure 
will be applied to the adjusted SCP spend for the prior twelve (12) month period 
from the Effective Date of the re-procured DCS Services to establish a dollar 
value for the Variable Charge/Percentage of SCP Services. 

b. The calculated dollar value for the Variable Charge/Percentage of SCP services as 
a percentage of the modified SCP Charges will be determined by dividing the 
dollar value for the Variable Charge/Percentage of SCP services by the adjusted 
SCP Charges for the forecasted Year 1 re-procured DCS Services Charges. 

c. No modifications to the Fixed Charges or Rate Card Charges will be made based 
on this process. 
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2. Rate Card Charges – Charges for Successful Respondent Services that are variable and 
paid for on a Rate Card basis. These Charges are utilization-based and DIR has the sole 
discretion to eliminate or modify the service support on an as-needed basis in accordance 
with Rate Card Resources requirements. 

2.3 Rate Card Resources  

DIR Customers may, at their sole discretion, request Rate Card Resources delivered utilizing the 
Exhibit 4.1 Pricing Structure Rate Card Resource rates and the labor categories and skill sets 
under the following basis: 

1. Rate Card Resources are billable on an Annual, Monthly, or Monthly Productive Hours 
Worked, based on the following guidelines: 

a. For each Rate Card Resource that performs Monthly Productive Hours Worked in a 
given month, Successful Respondent shall invoice DIR Customers at the applicable 
rate in Exhibit 4.1 Pricing Structure, which is inclusive of all travel expenses. 
Rate Card Resource overtime hours will not be calculated as time and a half of the 
applicable rate. 

b. Successful Respondent shall not invoice Customers in any given month for more 
than the maximum number of Monthly Productive Hours Worked which will be 
calculated by multiplying the number of DIR Business Days in the month by eight 
(8) hours, unless overtime is approved by the DIR Customer, which is to be paid at 
the same rate as Monthly Productive Hours Worked. 

c. Successful Respondent shall not invoice DIR Customers for Rate Card Resource 
overtime, unless agreed to in advance, in writing and on an exception basis by the 
DIR Customer. 

d. DIR Customers shall not incur any Rate Card Charges for the following activities: 

i. Services performed by Successful Respondent Personnel that have not been 
approved, in advance, by DIR Customers per established approval processes; 

ii. Services performed by Successful Respondent Personnel providing non-Rate 
Card Services; 

iii. Project scoping, solutioning, and proposal activities; 

iv. Time expended by Successful Respondent Personnel to remedy Successful 
Respondent performance failure; 

v. Nonproductive time (whether or not conducted on DIR Customers’ Sites), 
such as holidays, vacation time, sick leave, time spent consuming meals, or 
other personal time; and 

vi. Time used for education, training, mentoring, travel, administrative or 
management (for example: Successful Respondent internal meetings, internal 
reporting, process implementation work, time and expense accounting, 
performance reviews, knowledge transfer, etc.). 
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2.3.1 Rate Card Resource Management 

1. The Successful Respondent shall utilize and manage the Rate Card Resources used to 
perform Services efficiently. DIR Customers shall approve in advance the nature and 
extent of Rate Card Resources to be provided by Successful Respondent, and the level 
of effort to be expended in connection therewith, and may, in its reasonable discretion, 
increase or decrease such Services and/or effort monthly. 

2. DIR Customers may make changes to the Rate Card Resources in accordance with the 
following, but in all events subject to MSA Section 9.5. 

a. Rate Card Resource Additions. For Services performed on a Rate Card basis, if 
DIR Customers authorize additional Rate Card Resources in respect to any month, 
the Successful Respondent shall, in all cases, use commercially reasonable efforts to 
provide additional Rate Card Resource within 30 calendar days and meet the 
schedule set forth in DIR Customers’ authorization in accordance with established 
service management processes and procedures, including, but not limited to 
processing Project Change Requests. 

b. Rate Card Resource Reductions. For Services performed on a Rate Card basis, if 
Customers request Rate Card Resources reductions, the Successful Respondent 
shall, in all cases, use commercially reasonable efforts to reduce Rate Card 
Resources within 30 calendar days and meet the schedule set forth in DIR 
Customers’ authorization in accordance with established service management 
processes and procedures, including, but not limited to processing Project Change 
Requests. 

i. Rate Card Resources Charge Cessation. DIR Customers shall not pay for 
any Rate Card Resources hours that extend beyond those permitted by the 
notification periods or the scheduled expiration. In the event that Successful 
Respondent redeploys Rate Card Resources prior to the required 
redeployment date, Successful Respondent’s Charges shall cease on the date 
the Rate Card Resources are redeployed. 

ii. Rate Card Resource Cancellation. DIR Customers may change or cancel 
any Rate Card Resources addition or reduction notification, without incurring 
any penalty or Charge to the extent such notice is received by Successful 
Respondent prior to Rate Card Resources addition or redeployment. 

iii. Resources reporting. For Rate Card Resources, Successful Respondent shall, 
on no less frequently than a monthly basis, measure, track and report Monthly 
Productive Hours Worked by Rate Card Resource, by Service Proposal, by 
activity based on DIR and Customers project tracking processes; 

iv. Resource On-boarding. For the purposes of successful MSI Personnel 
education, familiarization and productive utilization into the Customer’s 
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environment, MSI shall invest in the training of each resource placed into 
service on the Customer’s account. 

2.4 Pass-Through Expenses 

The Successful Respondent shall administer and invoice DIR for Pass-Through Expenses 
identified in Exhibit 4.1 Pricing Structure in accordance with MSA Section 11.2 and pursuant 
to the applicable procedures in the Service Management Manual (SMM). No new Pass-Through 
Expenses may be added without DIR’s prior written consent, which it may withhold in its sole 
discretion. The foregoing notwithstanding, the Successful Respondent shall comply with the 
terms and conditions of MSA Section 11.2 with respect to the procurement and pricing of any 
goods or services that are designated for procurement on a Pass-Through Expense basis. The 
administration/processing of Pass-Through Expenses by Successful Respondent will be charged 
to DIR Customers as a 0% markup of the Pass-Through invoice amount. 

2.5 Transition Charges 

Charges include certain Transition Charges set forth in Exhibit 4.1 Pricing Structure that are 
payable in the amounts set forth and so billed to DIR in accordance with the schedule set forth in 
Exhibit 4.1 Pricing Structure provided that MSI has obtained DIR’s Acceptance of the 
applicable Transition Milestones. DIR will pay Transition Milestones completed and accepted 
prior to Commencement Date as part of the first Monthly Invoice to DIR after Commencement. 
DIR may elect to pay certain Transition Milestones upon completion and acceptance prior to 
Commencement.   

Transition Charges consist of Charges for performance and Acceptance of all Transition Services 
and must be set forth in Exhibit 4.1 Pricing Structure. Such Transition Charges will be 
itemized on the applicable Monthly Invoices to DIR in sufficient detail to delineate the specific 
nature of the Charges. The invoice will clearly identify each Transition Charges (e.g., the 
relevant Transition Milestone with which it is associated). 

2.5.1 Changes to Pricing Structure  

DIR may from time to time (e.g., based on information provided by Successful Respondent in 
response to a DIR request for analysis for savings opportunities pursuant to Section 9.5(c) of the 
Agreement) propose to add, remove, or modify the methodology for charging Services and may 
also from time to time, by giving at least thirty (30) days’ notice to Successful Respondent (or 
such shorter period as may be required by applicable Laws), move Charges from one (1) Charge 
Category to another Charge Category, in each case for purposes of re-allocating the pricing 
under the Agreement without changes in scope; provided that, in any such event, the aggregate 
Monthly Charges for all Charge Categories shall not be increased or decreased as a result of such 
re-allocation. Notwithstanding the forgoing, in connection with changes to Charge Categories, 
DIR may also propose appropriate adjustments to reduce the existing or new Charges, as 
applicable, to reflect advancements or changes in technology and related changes in functionality 
and relative performance, where applicable. If DIR proposes to add or remove a Charge 
Category or move Charges from one Charge Category to another, the Parties shall agree on the 
Charges components applicable thereto and on corresponding adjustments to the Charges 
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components for the remaining other Charge Categories. Notwithstanding the foregoing, to the 
extent any of the foregoing changes are required by federal funding requirements or applicable 
Laws, MSI will implement such changes in a timely manner upon notice from DIR, and if such 
changes require the addition or removal of a Charge Category, then the Charges components 
applicable thereto and the corresponding adjustments to the Charges components for the 
remaining other Charge Categories shall be equitably adjusted by the Parties. 

2.5.2 Adjustments to Charges 

Annual Fixed Charges are valid within the bands associated with each of the Services, as set 
forth in Exhibit 4.1 Pricing Structure. If the adjusted aggregate SCP Charges are above or 
below the band range for six (6) consecutive months, then the applicable Fixed Charge and the 
band adjustment measures (i.e., estimated Shared Services Charges and percentage charge 
adjustment percentage) shall be equitably adjusted by the Parties. Notwithstanding the previous 
sentence, any adjustments to the Charges pursuant to this Section shall not (a) be made because 
of any temporary or seasonal fluctuations in the volume of the Services and (b) result in Charges 
being higher than such Charges would have been if the then-current Charges methodology had 
been applied. 

DIR may also, in its sole discretion and upon notice to Successful Respondent, direct Successful 
Respondent to move Charges from one Charges Category to another to maintain alignment of 
delivery costs with Services provided and to preserve a competitive chargeback unit rate. 
Successful Respondent shall implement such changes as soon as practicable, but in no event 
more than ninety (90) days from receipt of DIR’s notice, and implementation of such changes 
shall be at no cost to DIR. 

2.5.3 Billing Measurement Validation and Independent Verification and Validation 

Prior to invoicing Services, DIR and the Successful Respondent shall review the MSI and SCP 
tools and processes used for invoicing and chargeback, as well as resulting data, to ensure such 
tools and processes are complete, accurate and producing consistent data. Successful Respondent 
shall obtain DIR Acceptance for all measurement and tracking tools, methodologies, processes, 
and reports used to produce the Charges, and, in coordination with the SCPs, Successful 
Respondent shall document tools, methodologies, and processes in the SMM. 

The Successful Respondent shall engage a third-party service provider to independently verify 
and validate (IV&V) the measurement process, tracking tools and output results as a means to 
validate the Charges per Exhibit 2.1 Multi-Sourcing Services Integrator Statement of Work. 
The third-party service provider effort will not exceed 350 hours on an annual basis. DIR may 
provision additional third-party IV&V services as a Pass-Through Charge. 

DIR may also require the Successful Respondent to utilize a designated measurement tool, 
approved by DIR, in the invoicing or chargeback process, at no additional cost to DIR, if IV&V 
results determine the existing measurement or tracking tools do not consistently perform 
accurately or otherwise in accordance with the requirements of this Exhibit 4 Business Model. 
Any tool changes and/or processes proposed by Successful Respondent or SCP require prior DIR 
Acceptance, which DIR may withhold in its sole discretion. 
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2.5.4 New Services Charges 

If and to the extent that DIR requests Successful Respondent to perform any New Services in 
accordance with the terms of the Agreement, the Charges shall be adjusted in accordance with 
the corresponding proposal submitted by Successful Respondent and approved by DIR in 
accordance with Section 11.5 of the Agreement; provided, however that to the extent that any 
New Services are FTE-based, the Charges for such New Services shall be subject to the terms of 
Section 2.3, unless the Parties otherwise agree in writing. 

2.5.5 Service Portfolio Management 

The Successful Respondent is responsible for enabling the expansion of Services that utilize the 
Successful Respondent as a part of the Successful Respondent Service Portfolio requirements. 
This expansion responsibility includes the onboarding and offboarding of new DIR Shared 
Services, new Services provided by SCPs, new DIR Customers, new SCPs, and the separation of 
a Service Component into multiple Service Components. This capacity is described in Exhibit 
2.1 Multi-sourcing Services Integrator Statement of Work and priced in the Enterprise Fixed 
Charges in Exhibit 4.1 Pricing Structure. For clarity, the following table provides guidance 
with respect to Successful Respondent Charges. See Section 2.2 for a description of Variable 
Charges and how growth in SCP spend impacts Respondent Charges. 

Table 1: Expansion Charges 

Category 
Onboarding and Offboarding 

Charges 
Fixed Charge 

Variable 
Charge 

DIR Shared 
Services 

Covered in Fixed Charge – no 
additional Charges 

See Section 2.1 See Section 2.2 

SCP Service Covered in Fixed Charge – no 
additional Charges

See Section 2.1 (no adjustment) See Section 2.2 

Customer Covered in Fixed Charge – no 
additional Charges

See Section 2.1 (no adjustment) See Section 2.2 

SCP Covered in Fixed Charge – no 
additional Charges

See Section 2.1 (no adjustment) See Section 2.2 

MSI Service Covered in Fixed Charge – no 
additional Charges

See Section 2.1 (no adjustment) See Section 2.2 

3 DISASTER RECOVERY 

The cost for all Disaster Recovery Services are included in the Fixed and Variable Charges, 
including disaster planning, implementation, and the provision of Disaster Recovery and Crisis 
Management Services required to restore and return to normal operations. No additional fees or 
Charges shall be payable for any Services related to Disaster Recovery preparation, response, 
and recovery, including declaration fees.  The Disaster Recovery Testing Services and Disaster 
Recovery as a Service are optional services as described below. 
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3.1 Disaster Recovery Testing Services 

The Disaster Recovery Testing Services are set forth in Exhibit 4.1 Pricing Structure as 
optional services. These Services are exclusively billed as a unit of Service when elected by the 
DIR Customer and upon testing completion. The unit rate charge will fully compensate 
Successful Respondent for these optional Services. The volume of units will be applied against 
the optional service unit rate to determine the Charge. 

There are three (3) distinct Charge categories for Disaster Recovery (DR) Testing. DIR 
Customers are charged per Instance or Appliance tested based on the DR Class documented in 
the CMDB as of September 1 annually and in alignment with the selection made during the 
annual DR test planning cycle. 

The Charges for Disaster Recovery Testing are inclusive of Services described below.  

1. Disaster Recovery Full Recovery Exercise – One (1) unit for this Charge category shall 
be equal to one (1) billable Instance or Appliance tested. 

2. Disaster Recovery Customer Tabletop Exercise –One (1) unit for this Charge category 
shall be equal to one (1) billable Instance or Appliance tested. 

3. Disaster Recovery Full Recovery Exercise - Mainframe –One (1) unit for this Charge 
category shall be equal to one (1) billable Mainframe LPAR. 

3.2 Disaster Recovery as a Service 

There are two distinct Charge categories for Disaster Recovery (DR) as a Service.  

1. DRaaS Support – This Service is charged on a monthly unit rate basis for disaster 
recovery services as described in Exhibit 2.3, Section 2.6. DRaaS includes only the DRE 
Enterprise Tabletop Test. DRaaS Customers may elect a Full or Customer Tabletop 
Exercise at the applicable rate.  

2. DRaaS Support – Mainframe - This Service is charged on a monthly unit rate basis for 
disaster recovery services as described in Exhibit 2.3, Section 2.6. Mainframe DRaaS 
Customers also incur the Disaster Recovery Full Recovery Exercise - Mainframe RU at 
the applicable rate.  

4 OTHER OPTIONAL SERVICES 

There are three (3) other optional services set forth in Exhibit 4.1. These services are billed 
monthly when elected by the Customer. The unit rate charge fully compensates Respondent for 
these optional Services. The volume of units will be applied against the optional service unit rate 
to determine the charge for the month. The other optional services are: 

1. Application Portfolio Management (APM) Full Access Services - This charge requires a 
12-month billing commitment and a 1,000 user minimum. The Parties may agree to 
extend this Optional Service using the Optional Services Unit Rates in Exhibit 4.1 
adjusted for any discounts or credits per MSA, Section 11.9(b). 

2. Navvia – An incremental Navvia license for use by Service Component Providers. 



DIR-ESS-MSI-407 

 
Exhibit 4.0 Business Model Page 14 

3. Salesforce.com – An incremental Salesforce.com license for use by Service Component 
Providers. 

5 BILLING TRIGGERS 

A mutually agreed upon policy and process will be established to determine the criteria that must 
be met to initiate or stop billing for a Service. These billing triggers will be documented in the 
SMM. At a minimum, the billing triggers should address the following scenarios to determine 
the appropriate criteria that must be met to generate a Charge increase or decrease: 

1. Criteria for Optional Services to begin billing  
2. Criteria for a fixed milestone or charge to begin billing. 
3. Criteria for a Rate Card Resources to begin billing. 

6 CHARGEBACK 

The Successful Respondent is responsible for developing, managing, and maintaining the 
Chargeback System as well as developing and coordinating the associated processes for all 
SCPs, as described in Exhibit 2.1 Multi-sourcing Services Integrator Statement of Work. 
SCPs are responsible for data collection, data integrity, and providing data feeds to the 
Successful Respondent for charging back those fees to DIR Customers. Where applicable, the 
Successful Respondent manages the chargeback unit rate development process in coordination 
with DIR. DIR provides the methodology and the Successful Respondent develops the 
calculations and maintains the process, which may include the allocation of some or all of the 
Successful Respondent’s or SCP’s Charges into another SCP’s Charges for chargeback purposes. 

The Successful Respondent is the financial intermediary between the SCPs and DIR. In this role, 
the Successful Respondent provides the Services to provision and manage the Chargeback and 
Utilization Tracking System, chargeback and utilization reporting, chargeback invoice 
consolidation, and management of the invoice dispute process. A component of the chargeback 
invoice consolidation responsibility is the reconciliation of the cumulative total of the Successful 
Respondent and all SCPs’ Monthly Invoices with the cumulative total of the Customers’ 
chargeback invoices. The Successful Respondent provides DIR with the supporting detail 
necessary to facilitate DIR’s payment of the Monthly Invoice to each SCP.  

For all DIR Shared Services Charges, SCP will provide data to the Successful Respondent to 
support the Charges by DIR Customer and DIR Customer account identifier that conforms with 
the requirements of Section 12.1 of the Agreement. The Successful Respondent shall make 
available to DIR and DIR Customers through the Portal the monthly chargeback volumes, rates, 
and extended charge per Service per DIR Customer and DIR Customer account identifiers. The 
Successful Respondent shall use the DIR approved methodology to allocate SCP and Successful 
Respondent service level credits to DIR Customers based on the nature of the credit and the 
impacted DIR Customers in accordance with the SMM. Service level credits are only allocated 
to DIR Customers once the right of Earnback has been lost or has expired. Chargeback detail for 
each Customer should be made available in the chargeback system and on the Portal in a format 
that aligns with the form(s) of invoice described in Exhibit 4.3 Form of Invoice. 
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At a minimum, DIR requires the Successful Respondent and SCPs to provide detailed billing 
data by DIR Customer, DIR Customer account identifier, by service type and by such factors as 
requested by DIR, including the ability to track usage by major Application and Authorized 
User. DIR is responsible for providing Successful Respondent and SCPs with the factors to track, 
as well as the methodology to be used to indicate usage among such factors. The Successful 
Respondent provides detailed billing information available online in a database that lends itself 
to searching, ad hoc reporting, and the ability to export data. This detailed billing information, 
provided by the Successful Respondent, must include the current Contract Year and the previous 
two (2) Contract Years’ data. Billing detail beyond this time period is archived and available 
upon request. 

Successful Respondent shall develop and implement changes to comply with OMB Guidance for 
Grants and Agreements (Title 2, Subtitle A, CFR 200) based upon chargeback requirements 
provided by DIR. The chargeback unit rate methodologies may be adjusted as necessary to meet 
federal approval or to better facilitate effective and efficient charging of the Services to DIR and 
DIR Customers. 

For most billable Services, the chargeback methodology will distribute charges to the benefiting 
programs based upon proportionate usage. This approach requires appropriate utilization data be 
captured for each Service and used to distribute charges to the benefiting programs identified by 
each DIR Customer. 

For certain billable Charges, such as Transition Charges, it may not be possible to determine 
utilization attributable to specific DIR Customers. In this case, the charges associated with each 
milestone are distributed to the DIR Customers in the following manner, as directed by DIR. 

1. Charges directly attributable to a DIR Customer should be allocated to that DIR 
Customer. 

2. Charges directly attributable to a specific DIR Shared Service should be allocated to DIR 
Customers of that Shared Service based on each DIR Customer’s total costs as a 
proportion of the total costs for all DIR Customers of that Shared Service. 

3. Finally, charges which cannot be attributable solely to a DIR Customer or a specific DIR 
Shared Service-related cost should be allocated based on each DIR Customer’s total costs 
as a proportion of the total costs for all Customers. 

4. The Successful Respondent shall allocate the chargeback for the ASU Charges as 
instructed by DIR. 

DIR may provide the Successful Respondent with miscellaneous chargeable items to include in 
the Customer Chargeback invoices. These charges are internal to the State and exclusive of 
Successful Respondent or SCP Charges. In this event, DIR provides the Successful Respondent 
with the specific allocation methodology to distribute these charges to the appropriate DIR 
Customers. 
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7 FINANCIAL PLANNING AND FORECASTING 

The Successful Respondent shall provide DIR with a semi-annual forecast of Successful 
Respondent and SCP Charges and usage trends by Service (aligned with the State’s fiscal year). 
The forecast must be inclusive of all Successful Respondent and SCP volumes and Charges, 
including Projects, New Services, and forecasted DIR Customer volume and Charge changes 
required to support their budgeting process. The forecast must include all known and expected 
changes captured as part of the Technology Plan and Capacity Management processes. As 
described in the SMM, such forecasts shall be delivered by Successful Respondent to DIR on the 
following schedule:  

 In even-numbered years, the Financial Forecast will be delivered on February 1 and 
October 1. The February 1 Financial Forecast will include updated forecasts for the 
current biennium and projections for the next biennium. 

 In odd-numbered years, the Financial Forecast will be delivered on April 1 and October 
1. 

The Successful Respondent shall provide DIR with a historical view of actual billed Services per 
month as set forth in a standard report delivered through the Portal – the form and substance of 
which shall be approved by DIR within sixty (60) days after the Effective Date. This report shall 
provide an eighteen (18) month rolling view of billed Services for the eighteen (18) months 
immediately prior to the month in which such report is provided. 

8 CONTRACT PERFORMANCE INCENTIVES 

The Successful Respondent shall have the option throughout the term of this Agreement to 
propose initiatives to DIR that create value in areas that are not already identified and required in 
the Agreement. These Contract Performance Incentives (CPIs) are intended to incent Successful 
Respondent performance beyond the requirements of the Agreement, including but not limited to 
significant improvement in Key Performance Indicators (KPIs) described in Exhibit 3.4 
Performance Analytics. CPIs are outcomes-based performance incentives that are designed to 
reward innovation investments that create value that is shared between the Successful 
Respondent and the state. As an example, the Successful Respondent may consider investing in a 
consumption management program designed to optimize Customer Shared Service spend that 
creates value beyond the cost of the initiative. 

DIR may identify a business objective and solicit the Successful Respondent for a CPI initiative 
proposal or the Successful Respondent may independently approach DIR with a proposed CPI 
initiative. In either scenario, the Successful Respondent will develop a CPI proposal that includes 
the following: 

1. Objective and quantified outcome; 

2. Acceptance criteria defining measure of success; 

3. Detailed description of initiative and solution; 
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4. Business model, including: 

a. Successful Respondent investment amount and description; 

b. Total value created and proposed sharing of value between MSI and DIR; and 

5. Assumption and dependencies. 

DIR has the option to accept, propose changes to, or reject the proposed CPI initiative. DIR does 
not anticipate funding the CPI initiative but rather sharing the value that is created with the 
Successful Respondent. This value sharing may take the form of monetary compensation or 
contract term extension, depending on the nature and size of the value created. All approved CPI 
initiatives will be documented with a Work Order that describes the business model terms and 
acceptance criteria in detail. 

 


