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Annex D to Schedule 5 {S5AD}
Value for Money (VfM) Review 

[bookmark: _GoBack]Comparable Services means  those services that are identical or materially similar to the Benchmarked Services (including but not limited to in terms of scope, geographical location, specification, volume and quality of performance) provided that if no identical or materially similar services exist in the market, the Benchmarker shall propose an approach for developing a comparable service benchmark using its professional judgement subject to the agreement of the Parties;

Comparison Group means a sample group of organisations providing Comparable Services identified by the Benchmarker (under paragraph 5.1 of Annex D Schedule 5) using its professional judgement which consists of organisations which are either of similar size to the Contractor or which are similarly structured in terms of their business and their service offering so as to be (in the Benchmarker's reasonable and professional opinion) fair comparators with the Contractor or which, in the reasonable and professional opinion of the Benchmarker, are best practice organisations;

Equivalent Services Data means data derived from an analysis of the Comparable Services provided by the Comparison Group as adjusted in accordance with Paragraph 5.7 of Annex D of Schedule 5.

1	Purpose of Annex

1.1 	The purpose of this Annex is to enable the Authority to ensure that the provision of the Services and payment of the Charges continues to represent value for money for the Authority throughout the Contract Period. In addition to regular reviews through the governance arrangements set out in this Schedule 5 (Governance and Contract Management), this Contract will also be subject to VfM Reviews in order to ensure the Services remain Good Value in accordance with the provisions of this Annex D.

2 	Purpose and Scope of VfM Review

2.1 	The purpose of a VfM Review will be to establish whether the Services being provided continue to represent Good Value for the Authority. The VfM Reviews shall include the benchmarking of an agreed range of the Services.

3 	Frequency of Reviews

3.1 	VfM Reviews shall be undertaken every 3 (three) years with the first VfM Review taking place no earlier than the 3rd anniversary of the Contract Commencement Date.

4 	Appointment of Reviewer 

4.1 	The Authority shall appoint the Reviewer to carry out each VfM Review. The Authority shall not appoint a Reviewer who has (or whose employer has) sufficient share in any one or more of the Contractor’s primary lines of business in the UK so as to constitute a significant competitive threat to the Contractor.

4.2 	The Authority shall, at the written request of the Contractor, require the Reviewer to enter into an appropriate confidentiality undertaking with the Contractor.

4.3 	The costs and expenses of the Reviewer and the VfM Review shall be shared equally between both Parties provided that each Party shall bear its own internal costs of the VfM Review.

5 	Review Process

5.1 	The Authority shall require the Reviewer to produce, and to send to each Party for approval, a draft plan for the VfM Review within ten (10) Business Days after the date of the appointment of the Reviewer, or such longer period as the Reviewer shall reasonably request in all the circumstances. The plan must include:

5.1.1 	a proposed timetable for the VfM Review;
	
5.1.2 	a description of the information that the Reviewer requires each Party to provide and by when;
 
5.1.3 	a description of any benchmarking methodology to be used;

5.1.4 	a description that demonstrates objectively and transparently that the benchmarking methodology to be used is capable of fulfilling the benchmarking objectives;

5.1.5 	an estimate of the resources required from each Party to underpin the delivery of the plan;

5.1.6 	a description of how the Reviewer will scope and identify any comparison group; and

5.1.7 	details of any entities which the Reviewer proposes to include within the comparison group.

5.2 	Each Party must give notice in writing to the Reviewer and to the other Party within ten (10) days after receiving the draft plan, advising whether it approves the draft plan, or, if it does not approve the draft plan, suggesting amendments to that plan. Neither Party may unreasonably withhold or delay its approval of the draft plan, and any suggested amendments must be reasonable. Where a Party suggests amendments to the draft plan, the Reviewer must, if it believes the amendments are reasonable, produce an amended draft plan.

5.3 	Failure by a Party to give notice will be treated as approval of the draft plan by that Party.

5.4 	Once the plan is approved by both Parties, the Reviewer will carry out the VfM Review in accordance with the plan. Each Party shall procure that all the information described in the plan, together with any additional information reasonably required by the Reviewer is provided to the Reviewer without undue delay. If the Contractor shall fail to provide, within a reasonable time, any information relevant to the Services reasonably requested in writing from it by the Reviewer and described in the plan, such failure shall constitute a material breach for the purposes of limb (a) of the definition of Contractor Default. 

5.5 	Each Party shall co-operate fully with the Reviewer, including by providing access to records, technical documentation, premises, equipment, systems and personnel, where permitted in accordance to the Contract, at times reasonably requested by the Reviewer, provided that the Reviewer shall be instructed to minimise any disruption to the Services.

5.6 	Either Party may provide additional material to the Reviewer to assist the Reviewer in conducting the Review.

5.7 	In carrying out any benchmarking analysis the Reviewer shall have regard to the following matters when performing a comparative assessment of the Benchmarked Services and the Comparable Services in order to derive Equivalent Services Data:

5.7.1 	the contractual and business environment under which the Services are being provided (including the scope, scale, complexity and geographical spread of the Services); 

5.7.2	initiatives undertaken by the Contractor in an effort to enhance the Services;

5.7.3 	any front-end investment and development costs of the Contractor;

5.7.4 	the Contractor's risk profile including the financial, performance or liability risks associated with the provision of the Services as a whole;

5.7.5 	the extent of assets provided free of charge to the Contractor;

5.7.6 	the extent of the Contractor's management and contract governance responsibilities; and

5.7.7 	any other factors reasonably identified by the Contractor, which, if not taken into consideration, could unfairly cause the Contractor's pricing to appear non-competitive (such as erroneous costing or overaggressive pricing).

6 	Reviewer’s Report

6.1 	The Reviewer shall be required to prepare a report and deliver it simultaneously to both Parties, at the time specified in the plan approved under Paragraph 5.2 of this Annex D of Schedule 5, setting out its findings. Those findings shall be required to:

6.1.1 	include a finding as to whether the specified Services as a whole are Good Value;

6.1.2 	include other findings (if any) regarding the quality and competitiveness or otherwise of those Services; and

6.1.3 	if any of the Services are not Good Value, or the Services as a whole are not Good Value, specify recommended changes to the Charges or Performance Levels, that would be required to make the Services as a whole Good Value.

6.2 	The Reviewer shall act as an expert and not as an arbitrator.

6.3 	For the avoidance of doubt, VfM Reviews shall not result in any increase to the Charges or any decrease in the performance of any Services or Performance Levels.

6.4 	If the Report states that the Benchmarked Services as a whole are not Good Value in the professional opinion of the Reviewer then the Contractor shall, at the Authority’s request and where such matters are within the control of the Contractor, set out how it proposes to address the issues set out in the Report such proposal to be provided as soon as reasonably practicable within a timescale agreed with the Authority but in any event within no more than two (2) months. The Contractor shall be obliged to consider how its proposals could be given commercial effect through a change in the Charges or a change in the Performance Levels. The Contractor shall not be obliged to address any such matter to the extent it would materially change the Contractor’s risks in relation to its performance of the Service or would require the Contractor to change the Charges such that its forecast profit margin in respect of the remaining part of the Contract Period is below its Target Profit.

6.5 	Subject to such proposals being agreed by the Parties (such agreement not to be unreasonably withheld), the Parties shall make such Changes as are necessary to give effect to such proposals within the Contract in accordance with the Change Procedure. For the avoidance of doubt any obligations for either Party identified in such proposals shall become a Contract obligation of the relevant Party.

6.6 	In the event that the Parties are unable to agree to the proposals referred to in Paragraph 6.5 of this Annex D of Schedule 5, having used reasonable endeavours to do so, the Parties shall resolve such matter in accordance with the procedure set out in Schedule 22 (Dispute Resolution).

6.7 	In the event of a Dispute or rejection of the Report under Paragraph 6.1 of this Annex D of Schedule 5, the matter shall be resolved in accordance with the procedure detailed in Schedule 22 (Dispute Resolution). For the avoidance of doubt in the event of a Dispute between the Parties the Authority shall continue to pay the Charges to the Contractor in accordance with the terms of this Contract pending the conclusion of the Dispute Resolution process.
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