Rates Proposals Overview

This overview includes a comprehensive discussion of proposed new rates and rate changes, an update
of actions on decentralized services rates, and a summary of decentralized services rates issues.

DISCUSSION OF NEW SERVICES AND RATE PROPOSALS

The rates proposal submitted herein for consideration by JLARC is divided into three sections: (1) new
rates being sought for services VITA currently provides; (2) new rates for new services VITA proposes
to provide; and (3) changes to existing rates based on new or modified service offerings, or resulting
from recalculations. In many cases VITA is already charging customers, on an individual basis, for the
currently available services described directly below. Attachments at the end of this package detail the
methodology for calculating the proposed new or changed rates.

1.0 Rate proposals for services currently available from VITA

1.1 Citrix Application Publishing (CAP) at VITA

VITA has implemented a shared service platform to host and provide Citrix Services for VITA
customers. The service will leverage VITA’s HMC infrastructure which uses separate processors for
Web hosting, application programs, and database access. CAP will complement existing shared
services such as Web Hosting, SQL Server, and Shared Server Disk Storage.

In a Citrix environment, the user has a PC monitor, keyboard, and mouse in his or her work area and
the PC processor and disk are in a controlled area. The application information normally is presented
via a Web screen and information is updated by overtyping data fields. The people supporting the
applications normally have tighter control than they would have with a standard PC.

1.2 Directory, File, and Print Services at VITA

VITA will provide a Windows platform for providing Active Directory based directory and
authentication, file, and print services to be shared by smaller customers. This will let customers that
establish VPN based links to the primary data center receive basic LAN services from VITA and
eliminate legacy hardware. It will also provide the path for VITA to deliver a “managed” desktop to
the customer.

1.3 Juniper Virtual Fire Walls at VITA

Today VITA and customers currently use many physical firewalls from Raptor and Cisco PIX to
protect their mainframe and server applications. Some of these firewalls are nearing end of life. VITA
has established a shared firewall environment (referred to as a virtual firewall) using the Juniper
product to replace both the VITA and customer physical firewalls. The replacement of the physical
firewalls will reduce support personnel and hardware costs.

1.4 Unix Virtual Servers at VITA

A Sun Solaris 10 based Unix system has been divided into several Solaris Containers or virtual Unix
systems to allow customers to share Web services, Oracle databases and other application software



products. Each customer will have its own secure Unix environment but be able to share applications,
software, support engineers, and database products. VITA has developed two offerings of Unix virtual
servers. The standard version provides a clean Unix environment in which customers may run any
application that requires the Unix operating system. The specialized version provides a Unix/Oracle
database environment.

1.5  Web Hosting at VITA

VITA proposes a shared Windows based Web Hosting service that would include Active Server Pages
(ASP), .NET and ColdFusion software, weekly application backups with Offsite Vaulting and up to
500 MB of Disk Storage. Database connections to SQL Server or Oracle databases would be in the
package. The actual applications and databases would reside on separate servers at additional cost to
the customer.

2.0 Rate proposals for new services

2.1  Managed Router Service

Northrop Grumman has proposed to provide a Managed Router service that utilizes the Multi-Protocol
Label Switching (MPLS) network that is being deployed throughout the Commonwealth of Virginia.
Northrop Grumman’s partner, Verizon Business (VzB), has deployed the MPLS network in the
Commonwealth and it is an integral part of VzB’s global MPLS network. VzB’s MPLS service is
called Private Internet Protocol (PIP) and is a network-based Virtual Private Network (VPN) service
enabling any-to-any communications over a secure network.

Technical Description

The Managed Router service will deliver secure and reliable IP transport utilizing the MPLS network
for VPNs and Quality of Service (QoS). VzB’s PIP service is based on MPLS technology defined in
RFC 4364. The PIP service integrates the performance and traffic management capabilities of a Layer
2 network with the scalability and flexibility of Layer 3 routing. MPLS VPNs enable the separation of
Northrop Grumman-managed service traffic that results in the security and QoS of Layer 2 switching
with the scalability and any-to-any connectivity of IP. Northrop Grumman will configuration manage
the connectivity of Virtual LANs (VLANSs) to MPLS VPNSs to ensure separation of traffic across the
MPLS network. Northrop Grumman will assign one of the five QoS levels to support application
requirements of loss, jitter, and latency across the MPLS network. Northrop Grumman will serve as the
single point of contact from the demarcation point to the MPLS core and will work directly with VzB
on the MPLS core and access circuits.

Features and Benefits

The Managed Router service includes a number of features and benefits. Below is a list of features
that are included in the pricing:

e Northrop Grumman will conduct a site survey to capture network specific information on the
site for use in the design and configuration of the solution.

e A Cisco router is included in the solution that provides two (2) Ethernet ports on the LAN side
of the router. Router technology refresh is also included.

e Northrop Grumman will configure, install and maintain the Cisco router, which includes
proactive 10S patching.



e |t provides wide-area network (WAN) connectivity with burst capability up to the bandwidth
increment ordered and sustained average usage up to 60% of the bandwidth increment
purchased.

e Northrop Grumman will manage the VPNs to ensure security between communities of interest.
This does not replace the security and protection associated with a firewall.

e Northrop Grumman will manage the router 24x7 from the VITA enterprise network operations
center (NOC) including monitoring, problem resolution and change management.

e Northrop Grumman will provide basic performance and management reports.

e Competitive service level agreements (SLAS) are included in the service.

2.2  Managed Firewall Service

Northrop Grumman has proposed a Managed Firewall service to safeguard the IT infrastructure used
by customers by preventing unauthorized access to their internal network, securing critical
information, and addressing Government regulations or Third-Party compliance, as applicable.

Northrop Grumman handles the installation, maintenance, configuration and software upgrades
utilizing industry-leading Cisco firewalls. They will also monitor the firewalls from the security
operations center (SOC) located in CESC.

For the Managed Firewall service, Northrop Grumman’s demarcation point is the backplane of the
firewall. Anything beyond that point is the responsibility of the customer. Northrop Grumman will
serve as the single point of contact inside the demarcation points. The Managed Firewall service must
be purchased in conjunction with Northrop Grumman’s Managed Router service.

Features and Benefits

e The industry-leading Cisco firewall is included in the solution and provides one (1) Ethernet
port on the LAN side of the firewall. Firewall technology refresh is also included.

e Northrop Grumman will configure, install and maintain the Cisco firewall, which includes
proactive 10S patching.

e Northrop Grumman will manage the firewall 24x7 from the SOC including monitoring,
problem resolution and change management. Northrop Grumman will also handle policy
updates as required and directed by the customer.

e Northrop Grumman will provide basic performance and management reports as required by the
customer.

2.3 Voice Over Internet Protocol (VOIP) service

Northrop Grumman has proposed to consolidate service architecture for all services based on a single
multi-service IP network. The proposed solution consists of a multi-service IP-based network using
MPLS VPNs (RFC 2547) and QoS provisions to enable the integration of applications and services
that have varying SLA requirements and to maintain a high quality service level for VolP calls to
communicate between VITA sites.

Northrop Grumman will re-address to unique IP addresses to enable the management of VoIP over its
IP-based end-to-end solution between the phones. The deployment of CHVS is planned to ensure that
the re-addressing of the network is successfully completed before beginning to integrate additional



network-based service enhancements such as VolP. By consolidating voice services into a single
multi-service network, the need for additional access is eliminated.

The carrier grade hosted VoIP services have a high degree of security integrated into the solution
which reduces the additional security requirements that would exist with either the Distributed VVolP or
the Contractor-Hosted VoIP approaches.

CHVS is based on open standards platforms (i.e., SIP, MGCP, CORBA, LDAP) that are redundant and
resilient. This solution provides VITA and Commonwealth users with multiple CPE options, and a
native SIP interface that supports third party application integration.

Features and Benefits

e Carrier-grade reliability using a hardened version of Sun Solaris designed for mission-critical
applications support and implemented by Verizon
e Highly scalable solution based on a BroadWorks platform that can support 500,000+
subscribers per platform
e Next Generation, Multimedia, Hosted IP Communications Service
e \oice, Video, Unified Messaging and Presence
e Standards Based = CPE Manufacturer Agnostic
o Call Control Based on IETF RFC 3261 SIP Standard
e Customer Defined Control and Administration
o Streamlined and Enhanced Workflow Processes
Self-Management of Services
Real Time Change Control via Web based GUI and Voice Portal Interface
Admin Access Rights Customization

O OO

2.4 Premium desktops and laptops

As Northrop Grumman and VITA staff began to refresh approximately 60,000 PCs in the
Commonwealth’s Executive Branch agencies, they identified the need for both desktops and laptops
that substantially exceeded the configuration of standard units. With VITA’s concurrence, Northrop
Grumman developed a premium desktop and laptop configuration.

Three rates were developed for each device type to coincide with the three service options currently
available to customers. Available service options are the same as approved and implemented during
fiscal year 2007 as described below:

Service option 1 — Full service
Service option 2 — Excludes the purchase price component of an asset
Service option 3 — Excludes the direct (labor) support associated with an asset

2.5  Laptop peripheral items (bundle)

Also discovered during the refresh effort was a greater use of peripheral items by laptop users than
what was expected. The peripheral items typically used are the docking station, monitor, keyboard and
mouse. VITA therefore developed a standard “bundle” of peripheral items and created a recurring
price for use of the “peripheral bundle”.



3.0 Proposed adjustments to service offerings and/or existing rates

3.1  Standard desktops and laptops

As VITA worked to develop rates for the new premium desktop and laptop configurations, it became
necessary to revisit the calculation of the current standard desktop and laptop rates. The effort resulted
in reductions to most of the standard rates as well as improved accuracy and equity across all desktop
and laptop service categories. Accordingly, VITA is requesting changes to current standard desktop
and laptop rates as depicted in the attached spreadsheet.

3.2  Pass through surcharge for non-standard and incremental items

In May of 2004, JLARC approved VITA’s use of a 5.52% surcharge for use with the “direct bill”
chargeback model implemented during the transition phase of VITA’s evolution. At the onset of
VITA’s partnership with Northrop Grumman in July 2006, and with the implementation of the
“decentralized rates” chargeback model in fiscal year 2007, the automated flow of data previously used
for direct billing was no longer available. In moving toward a totally rate based chargeback model, the
expectation was that there would be minimal need for a pass through or direct bill chargeback model.
Rather than develop a new automated direct bill process with limited application, VITA reverted to
using the previously approved 8.9% surcharge for pass through items.

In the grand scheme, pass through billing represents but a small percentage of total business or revenue
to VITA; however, on a case by case basis the use of the 8.9% surcharge has caused undue
consternation on the part of customers. In response, VITA has developed a new automated process to
handle those items which are appropriate for pass through or direct billing to the customer. Such items
are generally of an incremental or non-standard nature. As this process reduces the need for manual
intervention in much the same way it did in FY 2005, VITA is requesting reinstatement of the 5.52%
surcharge for pass through or direct bill items.

3.3  Audio and data conferencing services

Below is a description of VITA’s current audio and data conferencing services followed by Northrop
Grumman’s proposed replacement service offering:

3.3.1 Current audio conferencing services

The legacy VITA Audio Conferencing service is provided using a premise-based audio conferencing
bridge located in the Richmond Plaza Building (RPB). The service includes 320 voice-grade lines and
is supported by a dedicated staff of four. The business hours are 8am to 5pm Monday through Friday
with support after-hours and on weekends provided as on-call. The conferences are scheduled through
the four staff members as either “meet me” or operator-assisted conferences.

The current service provides a range of features, including:

= Meet-Me

= QOperator-Dialed

= Conference Recording
= Toll-Free Conferencing
= Sub-Conferencing



= Polling
= Q&A
= Roll Call

The following data provide a detailed breakdown of the current audio conferencing usage. The data
below are a mix of projected usage for the current fiscal year based on historical trends.

= Total projected conferencing: 7,000,000 minutes annually
0 Local access: 4,350,000 minutes annually
o Toll-free access: 2,500,000 minutes annually
0 Long-distance access: 150,000 minutes annually

= Conferences are 93% meet me and 7% operator assisted

VITA currently bills the legacy audio conferencing users based on the following schedule:

e Audio Conferencing Fee @ $0.06 per user per minute
o0 This fee includes the base audio conferencing service.
o0 Users dialing into this service incur local, long-distance or toll-free access costs
depending on their access method.
e Long-Distance (LD) Access Fee @ $0.14 per user per minute
0 LD fee is in addition to the $0.06 audio conferencing fee.
o0 Conference chairperson incurs the LD fee if they dial-out to users.
0 Users incur the LD fee if they dial into a conference via long-distance.
e Toll-Free Access Fee @ $0.28 per user per minute
0 Toll-free access cost is $16.78 per hour or $0.28 per minute.
o Toll-free fee is in addition to the $0.06 audio conferencing fee.
o0 Users incur the toll-free fee when they use a toll-free number to access the conference.

As depicted above, VITA’s current pricing structure is largely based on the components utilized for
each conference allowing the total cost to a customer to vary significantly depending upon the
components used (e.g. long distance, toll free). Northrop Grumman’s proposal eliminates the
component pricing, therefore making a complete side-by-side rate comparison impossible. VITA is
satisfied that Northrop Grumman’s proposal as described in the sections below will (1) provide all of
the functionality that is provided by VITA’s current service offering; (2) offer additional features and
services that are not available with VITA’s current service offering; and (3) will result in a lower cost
to VITA and its customers that use the conferencing services.

3.3.2  Current data conferencing services

The legacy VITA data conferencing service is a web-based data solution that includes a web address
for the moderator and participants. The moderator can upload a presentation up to 60 minutes prior to
the start of the conferencing session. Data conferences allow chats between the moderator and/or
participants, a shared whiteboard, and surveys that allow participants to answer questions presented by
the moderator.

VITA data conferencing service provides a range of features, including:

= Slide Show Push

=  Whiteboarding

= Chat

=  Follow-me Browsing



= Q&A
= Polling

Currently, VITA does not directly own any WebEXx licenses — individual agencies have procured
WebEX licenses direct from WebEx.

3.3.3 Proposed Northrop Grumman audio conferencing services

Northrop Grumman proposes to replace the premise-based audio conferencing solution currently in use
by VITA with a hosted solution delivered by Northrop Grumman/InterCall. A hosted solution delivers
a number of benefits including:

o Reliability — It leverages InterCall’s robust infrastructure and redundancy, and eliminates the
reliance on a single site/single premise-based solution.

e Functionality — It offers a wide range of standard and optional services that deliver high-tech
conferencing to the Commonwealth of Virginia.

e Freedom - Reservationless audio conferencing allows Conference Leaders to initiate
conference calls with up to 125 people with no notice.

e Cost — The more cost effective solution allows users to take advantage of toll-free access
numbers to avoid long-distance and 800 number costs.

Northrop Grumman’s Audio Conferencing Service will assign all eligible users a dedicated, VITA-
branded toll free customer access number. Each user will receive a permanent toll free dial in number
as well as a permanent conference code to initiate conferences.

The audio solution comes in three levels of service: Reservationless, Operator-Assisted and Special
Event.

3.3.4  Proposed audio conferencing services — Reservationless

Based on VITA’s prior usage and Northrop Grumman experience, the Reservationless audio
conferencing service is expected to be the primary service in use throughout the Commonwealth. It
provides the freedom to schedule audio conferences at anytime, 24x7x365, with no reservations
needed and no operator necessary. There are also no time limits on the conferences so the Leader and
users are free to utilize the conference as long as necessary to successfully complete Commonwealth
business. Reservationless conferences can accommodate up to 125 attendees per conference.

Leaders can control their conferences either via phone in the conference or through the web in parallel
to their audio conference. The integrated web moderator platform allows the leader to change
conference options such as edit the leader’s profile, schedule and notify, execute telephone keypad
commands, view an audio or a web participant list and many more. Expenses associated with all
attendees participating in the conference are billed to the Conference Leader.

The Reservationless conferencing service provides a wide range of functionality. Examples of that
functionality are listed below:

e Leader can dial out to the participants to connect them to the conference

e Option (separately priced) to record and playback the conference at a later time

e Entry and exit announcements as well as an attendee roll call

e Leader can mute all participants or individually mute participants

e Leader can lock the conference to prevent new participants from joining for security purposes



e Auto continuation allows the conference to continue if the leader must depart prior to the end of
the conference

e Participants can break out into sub-conferences from the main conference

3.3.5 Proposed audio conferencing services — Operator-Assisted

Operator-Assisted audio conferences combine the feature-rich conferencing of the Reservationless
with the professionalism offered by an InterCall operator. These types of conferences are perfect for
larger or more formal conferences that require the support and touch of a professional moderator.
Operator-Assisted conferences require a reservation which can be scheduled over the phone or via
InterCall’s real-time online reservation system with as little as 30 minutes of advance notice.
Participants who call in to the conference utilize the leader’s permanent number and are greeted by an
InterCall operator who places them into the conference. Operator-Assisted conferencing can support
up to 10,000 participants in a single conference. There are no cancellation fees for all conferences up
to 500 participants.

Operator-Assisted services offer a wide range of features, from basic touch-tone phone commands
available during the conference, to standard call entry and exit options to “Surround the Call” options
that offer high-touch, high-value applications. At this time, Northrop Grumman has only proposed the
basic audio conferencing functionality that meets or exceeds VITA’s current audio conferencing
capabilities in order to get the service operational. Many of the Surround the Call features would incur
an additional fee if VITA were to decide that it wanted to utilize that particular feature.

3.3.6  Proposed audio conferencing services — Special Event

Special Event Audio Conferences are essentially the same as Operator-Assisted Conferencing with
some unique capabilities layered on top. They are typically high visibility calls that require additional
operator assistance and enhanced features. Examples could include employee training, product
rollouts, press conferences, announcements, etc.

Special Event conferencing is used for conferences with more than 25 attendees and a need for one or
more of the following enhanced services: Polling, Q&A, and/or Communication Lines. Pre-call
services include call registration, walk through with an account specialist, and distribution of collateral
information. During the call services include a private communication line, custom greeting and
closing scripts, and call security/passwords.  Post call services include participant lists,
transcription/recording options, and replay information/call-in lists.

3.3.7 Proposed Conference Record option

The Conference Record option allows a Conference Leader to record the conference for later review.
If a Conference Leader selects this option at the start of a conference, an additional “participant” will
be added to the call. This additional participant is InterCall’s automated recording agent. The
Conference Leader’s account will be charged for this participant in addition to the other participants at
the tiered pricing level currently in use (e.g., $0.037, $0.034, $0.031). For example, if there are nine
participants including the Leader, the Leader will be charged for ten participants.

After the conference, participants accessing the recorded conference will incur the Conference Record
fee of $0.032 per minute per user. There are additional options to receive recorded conferences
including digital delivery and CD. These incur an additional cost that Northrop Grumman can price at
the time VITA determines there is a benefit to having these additional options.

3.3.8  Proposed no show fee



There are no cancellation fees for all conferences up to 500 participants. On calls greater than 500
participants a no-show fee of $6.00 will be assessed for each unused port over the allowance buffer.
The allowance buffer is set at 10%, which means if a conference reservation is made for 600
participants, as long as at least 540 participate the no show fee is not applicable. Changes to the
attendance list can be made up to 24 hours prior to the call start time.

3.3.9 Proposed approved participant list option

For an additional measure of security on Operator-Assisted conference calls, the Conference Leader
can provide Northrop Grumman/InterCall with a list of approved participants. The operator assisting
on the call will check each participant against this list prior to adding him/her to the conference call.
This additional level of security incurs a cost of $3.00 per each participant on the approved list and
must be sent to Northrop Grumman/InterCall at least 24 hours prior to the conference call.

3.3.10 Proposed Meeting Center Data Conferencing — charge per use

The Meeting Center Data Conferencing service allows users who do not frequently utilize data
conferencing to leverage the collaboration and productivity power of WebEx Data Conferencing
without purchasing a license. The Data Conferencing Leaders account will be charged for all users
participating in the conference.

3.3.11 Proposed Meeting Center Data Conferencing — frequent users license

The Meeting Center Data Conferencing concurrent user approach is geared towards more frequent
users who have a regular need for WebEx Data Conferencing capabilities. An unlimited number of
Data Conferences of unlimited duration can be held on a monthly basis up to the number of concurrent
licenses purchased.

3.4  Proposed wireless (cellular) service plans

VITA currently has wireless service contracts with Alltel, Sprint and AT&T. The service offerings
include Blackberry (with or without phone service) and Wireless (air card) laptop services. All three
contracts will be expiring over the coming months. To date, VITA does not have a contract with
Verizon and periodically grants waivers to customers to allow use of Verizon wireless services in areas
of the state in which the other providers do not have adequate coverage. Northrop Grumman is
negotiating new wireless contracts with the same three vendors plus Verizon. Thus far, they have
provided pricing to VITA for Verizon, Sprint and AT&T plans.

Northrop Grumman is still in negotiations with Alltel, so specific information required for developing
a rates proposal is not available at the time of this submission. As VITA will ultimately employ, with
the Alltel charges, a methodology consistent with that used herein for Verizon, Sprint, and AT&T
service plans charges, it would be very helpful to VITA and its customers if JLARC would consider a
provisional approval for wireless service plans. This would ensure that current Alltel customers can be
offered the new service plan being negotiated by Northrop Grumman.

DECENTRALIZED SERVICES RATES UPDATE

In 2006 VITA replaced its direct bill methodology (approved by JLARC on June 14, 2004, and
effective July 1 of that year) with chargeback agreements in Memoranda of Understanding (MOU)
between VITA and individual customer agencies. Concerns with MOUs as a chargeback mechanism
were evinced by customers as well as the cognizant federal agency (the U.S. Department of Health and



Human Services’ (DHHS) Division of Cost Allocation (DCA)). Consequently, VITA proposed
statewide decentralized services rates in submissions to JLARC and DCA in November, 2006.

At its December 11, 2006, meeting, JLARC endorsed the recommendation of its Internal Service Fund
Committee by approving VITA’s decentralized services rates proposal. The rates were made
retroactive to July 1, 2006. Later in December, DCA informed VITA of their conditional approval of
the agency’s Cost Allocation Plan (CAP) and followed up with formal notification in January, 2007.

DECENTRALIZED SERVICES RATES ISSUES

The rate structure implemented at the beginning of FY 2007 has generally been favorably accepted by
customers and is operating more smoothly than the interim MOU approach that hastened its
implementation. However, several issues — not unanticipated, but nonetheless important — continue to
cause concerns. These include:

e Customers’ ability to pay: At the time decentralized rates were approved, projections of cost impact
by agency indicated that some would incur reduced expenses for IT services (relative to the MOU
and direct bill methodologies) while others would experience increased costs, some significant. The
Department of Planning and Budget addressed this by including language in the 2007 Budget Bill
setting aside funding to mitigate the impact of general fund increases, which they used to assist
agencies during FY 2007 (the first year of implementation).

VITA Recommended Actions: VITA will continue to support DPB’s efforts to identify and
mitigate adverse financial impacts of rates by timely provision of updated projections of each
executive agency’s current costs for decentralized services. These amounts can and do change
based on alterations in the levels of services desired by customers, increases or reductions in their
IT asset inventories, etc. Any other support and information that may assist DPB in ameliorating
unfunded IT cost increases, in the current year (FY 2008) and in the next biennium, will be
provided.

e Required CAP submissions and reconciliations for the federal government: VITA has completed
the first stage of reconciliations with DCA, i.e. submission of Statewide Indirect Cost Allocation
Plan (SWICAP) information to the Department of Accounts (DOA). Should DCA have any
concerns with actual cost allocations in FY 2007, it’s expected that they will be addressed as part of
the SWICAP process. Until the outcome of federal DCA review is known, however, there remains
a possibility that VITA will be found to have overrecovered indirect costs — requiring a funding
adjustment with the federal government and potentially driving further rates revision proposals.
December 31, or soon thereafter, is VITA’s target date to submit FY 2008 and 2009 CAP input to
DCA.

e IT Partnership transition and transformation: In the current dynamic environment of the
VITA/Northrop Grumman partnership, challenges inherent in sharing responsibilities are inevitable.

0 Asset inventory — Implementation of an automated asset inventory system, including
setting an accurate baseline and providing reliable updates, has been rocky.
Additionally, real and perceived problems with the inventory have been a contributor to
strained relationships with some customers.
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0 NG-driven rates development — Beginning in the third year of the partnership, Northrop
Grumman will bill VITA based on charges set forth in the Comprehensive
Infrastructure Agreement and under development. These charges, based on resource
units, service offerings, and baselines, will in turn heavily impact VITA’s future rates
development.

VITA Recommended Actions: VITA is committed to conforming its customer charges to
Northrop Grumman’s charging methodology, but not at the expense of customer relationships and
rate stability. For that reason VITA is building in time to analyze and assess the impact of Northrop
Grummans’ chargebacks before using them as the basis for developing new VITA rates
methodologies.  Accordingly, the associated submissions to JLARC would not be wholly
prospective and would reflect lessons learned during initial implementation.

Expanding scope of VITA’s business and customers: One of the IT partnership’s key objectives is
to “grow the business”.  The efficiencies and economies of scale at the foundation of the
partnership require an increasd customer base to be fully realized. Today’s PC world is far different
than the legacy services environment that spawned VITA’s traditional service offerings and rates;
customers expect a service provider that is agile, flexible, and offers a multitude of options. There
IS no “one size fits all” approach. Standardization of services contibutes to cost-effective IT service
delivery in state government, but VITA needs virtually the opposite — a broader service menu with
more choices — to be competitive in tapping other markets such as local government.

VITA Recommended Actions: VITA proposes JLARC grant the agency the discretion to
modify, within a set threshold (e.g. +/-10%), approved, standard services plans used with state
customers for customized services requested by non-Executive Branch entities. The intent is to be
responsive in developing stripped-down service options expected to appeal to local government and
other customers outside of executive agencies. Followup requirements and a method to formalize
interim approval would need to be addressed also.
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