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EXHIBIT D
CONTRACT NUMBER VA-080522-ATI
BETWEEN

VIRGINIA INFORMATION TECHNOLOGIES AGENCY

AND

AVALON TECHNOLOGY, INC.
Exhibit D is hereby incorporated into and made an integral part of Contract Number VA-080522-ATI (“Contract”) between the Virginia Information Technologies Agency (“VITA” or “Commonwealth” or “State”) and Avalon Technology, Inc. (“Supplier”). 

In the event of any discrepancy between this Exhibit D and Contract No. VA-080522-ATI, the provisions of Contract No. VA-080522-ATI shall control.

Compensation shall be a success fee that is based upon the recovery of overpayments from vendors (“Historic Recovery”) and net savings realized by the Commonwealth for the reduction of ongoing costs (“Prospective Savings”).

	Success Fee Structure

	Fee Type
	Fee
	Additional Information

	Historic Recovery 
	24%
	Applies to all refunds, credits or other recovery.  The success fee is billable upon receipt of the recovery by the Commonwealth.

	Prospective Savings
	22.5%
	Applies to the first twelve (12) months of net savings for each accepted and implemented recommendation.   The fee will be invoiced monthly with presentation to the Commonwealth that such savings have occurred.  Calculation is as shown in “Success Fee – Method of Calculation for Prospective Savings” below.


A discount of 10% applies to all fees in excess of $250,000.  By way of example, if the total fees are $300,000, the discount is 10% X ($300,000 - $250,000) = $5,000.

1. Success Fee - Method of Calculation for Prospective Savings
A)
Where costs are usage sensitive (i.e., costs vary with the amount of time spent on telephone calls), Average Net Monthly Savings are calculated as:

Step 1: Calculate the Cost per Minute prior to the recommendations of Team Avalon.
Step 2: Calculate Gross Savings per Month

	Cost per minute (CPM) including taxes & surcharges prior to the recommendations of Team Avalon

	- CPM including taxes & surcharges after the correctly implemented recommendations of Team Avalon.

	
                              Savings per minute

	X               Total Minutes of Usage Per Month

	
                    Gross Savings Per Month



Step 3: Calculate the Cost of Implementation

If a capital expenditure is involved, divide the installed cost by 36 to obtain the monthly cost to amortize the expenditure over three years.

If new services are installed, total the cost of installation and divide by 12 to amortize the cost over the first year of implementation and to provide the monthly cost.

For all other one-time costs, divide the cost by 12 to amortize the cost over the first year of implementation and to provide the monthly cost.

Calculate the Cost of Implementation per Month by adding together the monthly portion of the three items above as they may apply.  

Step 4: Calculate the Net Monthly Savings 

	Gross Savings Per Month

	- Cost of Implementation Per Month

	
           Net Monthly Savings 


B)
Where costs are not usage sensitive, but a flat monthly charge, net savings is calculated as follows:

Step 1: Calculate Gross Savings per Month

	Flat Monthly Cost (FMC) including taxes & surcharges prior to the recommendations of Team Avalon

	-  FMC including taxes & surcharges  after the correctly implemented recommendations of Team Avalon.

	
                      Gross Savings Per Month


Step 2: Calculate Cost of Implementation

If a capital expenditure is involved, divide the installed cost by 36 to obtain the monthly cost to amortize the expenditure over three years.

If new services are installed, total the cost of installation and divide by 12 to amortize the cost over the first year of implementation and to provide the monthly cost.

For all other one-time costs, divide the cost by 12 to amortize the cost over the first year of implementation and to provide the monthly cost.

Calculate the Cost of Implementation per Month by adding together the monthly portion of the three items above as they may apply.  

Step 3: Calculate the Net Savings per Month

	           Gross Savings Per Month

	- Cost of Implementation Per Month

	
               Net Monthly Savings
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