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[bookmark: _Ref396736349][bookmark: _Ref396736229][bookmark: _Ref396735928][bookmark: _Ref396997476]Introduction
[bookmark: _Ref396736047]Background
This Schedule 12 (Audit) provides for audit of the Contractor, the Key Sub-Contractors and those parties' activities in relation to this Contract. 
Exercise of Authority Audit Rights
[bookmark: _Ref396736410]The Authority audit rights shall also be exercisable by the Authority Audit Agents.
Effect of Audit
Audits and any associated reports and courses of action arising therefrom shall not prejudice or constitute a waiver or exclusion of any:
Contractor obligation or liability; and/or
right or remedy of the Authority,
under or in relation to this Contract.
[bookmark: _Ref138741517][bookmark: _Ref138740050][bookmark: _Ref396736411][bookmark: _Ref396736354][bookmark: _Ref396735975][bookmark: _Ref396997522]Audit Rights and Responsibilities
[bookmark: _Ref396736131][bookmark: _Ref119411509]Contractor Responsibility
The Contractor shall comply with its obligations under this Schedule 12 (Audit) and provide all further reasonable assistance (and procure such compliance and assistance from its Key Sub-Contractors) to enable the exercise of the Authority audit rights.
[bookmark: _Ref396736398]Authority Audit Agents
The Authority Audit Agents shall include:
internal and external auditors of the Authority or a Related Organisation;
statutory or regulatory auditors of the Authority or a Related Organisation;
the Comptroller and Auditor General, their staff and/or any appointed representatives of the National Audit Office; 
[bookmark: _Ref223777795][Not used];
[bookmark: _Ref337805479]any party formally appointed by the Authority or a Related Organisation to carry out a forensic audit or similar review functions, provided that such party:
enters into reasonable confidentiality arrangements with the Authority in relation to Confidential Information of the Contractor; 
satisfies any reasonable security clearance requirements of the Contractor; and
does not have 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; and
successors to any of the above.
[bookmark: _Ref396736821]Audit Access
[bookmark: _Ref206385952]For the purposes of this Schedule 12 (Audit), the term "access" shall include the grant of the following to the Authority Audit Agents:
[bookmark: _Ref206398205]access to information used by the Contractor and/or its Key Sub-Contractors as a basis for the Contract Price and/or any other amounts payable by the Authority under this Contract (including any proposed or actual variations to such Contract Price and payments);
access to hard and (if available) soft copies of all records and/or documentation and/or data as required by the Authority or Related Organisation under this Contract including access to review, duplicate and remove copies of the records and/or documentation; 
to review any books of account kept by the Contractor in connection with the provision of the Services;
[bookmark: _Ref391901420]access to hard and (if available) soft copies of all records and/or documentation to verify the accuracy and completeness of any Management Information delivered or required;
[bookmark: _Ref326018735][bookmark: _Ref391901427]access to the data submitted as part of the recompetition exercise (the "Recompetition Data"); 
access to all Contractor's Premises (including any part of the ICT system associated with the EM Services at those locations) and Contractor's Staff;
access to and/or use of any equipment, systems and/or information used by the Contractor and/or its Key Sub-Contractors in performing or facilitating the Services;
access to any Authority’s equipment or Authority Software in the possession or control of the Contractor and/or any Key Sub-Contractor;
the provision by the Contractor and Contractor's Staff of such oral and written information as required by the Authority Audit Agents for the purposes of the audit;
access to and/or use of any documentation, designs or models required to be developed by the Contractor under this Contract;
1.1.1.1 [bookmark: _Ref206398234]access to (and ability to copy and remove) all data and associated systems held by the Contractor, or its sub-contractors and equipment manufacturers, in relation to electronic monitoring, from the Commencement Date:
(i) daily monitoring information sufficient to allow the Authority, or its agents, to reconstruct and/or re perform all elements of billing as appropriate;
(ii) financial information sufficient to allow the Authority, or its agents, to audit the profitability of the Contract and the amounts billed to the Authority, to include all information relevant to the calculation of the Contractor's performance against the CDIs and associated financial implications; 
(iii) access to internal Contractor systems documentation, including equipment specifications, design documentation, test plans and test results relating to this Contract; and 
(iv) access to internal Contractor systems documentation, and information held relating to the Contractor’s performance of the Services.
[bookmark: _Ref391489920]such other access to information, equipment, personnel and locations as reasonably required within the scope of an audit; and
the use of such accommodation and facilities as any Authority Audit Agent may require in relation to Paragraphs 2.3.1.1 to  2.3.1.12 above.
[bookmark: _Ref219630015]Purpose of Audits
[bookmark: _Ref206385935]Audits may be carried out pursuant to this Schedule 12 (Audit) in order to:
conduct the Authority's or Related Organisations' internal and statutory audits;
prepare, examine and/or certify the Authority's annual and interim reports and accounts;
verify the accuracy of the Contract Price and/or any other amounts payable by the Authority under this Contract (including any proposed or actual variations to the Contract Price and payments), including reviewing the Cost Model and its application;
[bookmark: _Ref391489977]verify the Contractor's compliance with the terms of this Contract and applicable Legislation;
review, verify and quality assess the documentation referred to in Paragraphs 2.3.1.4 and 2.3.1.5 above and/or the Recompetition Data and their maintenance;
review, verify and quality assess any reports and management information provided pursuant to this Contract;
verify the integrity, confidentiality and security of the data being processed, stored and/or accessed by the Contractor and/or its Key Sub-Contractors pursuant to this Contract;
identify or investigate actual or suspected fraud, impropriety or accounting mistakes, provided that the Authority and Related Organisation will be under no obligation to inform the Contractor of the purpose or objective of its investigations; 
obtain such information as is necessary to fulfil the Authority's or Related Organisations obligations to supply information for parliamentary, ministerial, judicial or administrative purposes;
inform any statute driven examination of the economy, efficiency and effectiveness of the Authority or Related Organisation and the use of its resources; 
1.1.1.2 enable a forensic audit investigation by the Authority, which will:
(i) determine whether the Contractor is compliant with the terms of this Contract;
(ii) enable understanding of the Contractor's interpretation, operation and delivery of this Contract, and / or;
(iii) further investigate whistle-blower allegations received by the Authority;
assist, perform or satisfy any other audit that may be required by any Relevant Authority; and/or
verify the technical or financial aspects of any change pursuant to the Integrated Change Procedure.
If the audit identifies that:
the Contractor has failed to perform its obligations in any material manner, the parties shall agree and implement a remedial plan.  If the Contractor's failure relates to a failure to provide any information to the Authority about the Charges, proposed Charges or the Contractor's costs, then the remedial plan shall include a requirement for the provision of all such information;
the Authority has overpaid any Charges, the Contractor shall pay to the Authority the amount overpaid within twenty (20) Business Days. The Authority may deduct the relevant amount from the Charges if the Contractor fails to make this payment; and
the Authority has underpaid any Charges, the Authority shall pay to the Contractor the amount of the under-payment less the cost of audit incurred by the Authority if this was due to a Default by the Contractor in relation to invoicing within twenty (20) Business Days.
[bookmark: _Ref138740087][bookmark: _Ref396735995]Notification of Audit
[bookmark: _Ref138755491]Save in the case of an emergency audit, the Authority or relevant Related Organisation shall provide at least ten (10) Business Days' notice of any audit it intends to carry out, specifying the locations to be audited, the anticipated time of arrival and the names and titles of the attendees, together with the organisation(s) they represent.
Following notification of an audit and subject to Paragraph 2.2.5, the Contractor shall provide the Authority Audit Agents with such audit access (as set out in Paragraph 2.3.1 and for any of the purposes set out in Paragraph 2.4.1) as the Authority, relevant Related Organisation and/or the Authority Audit Agents request.
The Authority shall use its reasonable endeavours to ensure that the conduct of each audit does not unreasonably disrupt the Contractor or delay the provision of the Services.
[bookmark: _Ref326018414]Emergency Audit
The Contractor shall provide Authority Audit Agents with immediate audit access for emergency audits in the following circumstances:
[bookmark: _Ref21402833]the audit is required for reasons of actual or suspected impropriety or fraud;
[bookmark: _Ref21402848][bookmark: _Ref21402860]there are reasonable grounds to suspect that the Contractor may be in default under this Contract;
other circumstances have arisen, or are believed to have arisen, which would give the Authority the right to terminate this Contract and/or any part of the Services;
there are reasonable grounds to suspect that a security breach has occurred in relation to the Services and/or this Contract;
the Authority has received a notification or report from a whistle-blower suggesting that there are grounds to suspect that a security breach had occurred in relation to the Services and/or this Contract;  and/or
[bookmark: _Ref22543255]the Authority wishes to carry out occasional unannounced security testing or inspections to establish compliance with the provisions of Schedule 13 (Security).
[bookmark: _Ref14841293]In the event of an investigation into suspected fraudulent activity or other impropriety by the Contractor, Contractor's Staff, the Authority's or a Related Organisation's own personnel and/or any third party, the Authority or relevant Related Organisation reserves for itself and the Authority Audit Agents the right of immediate access to the relevant records which are the subject of the audit, the Contractor's Premises and/or any Contractor's Staff. The Contractor shall render all necessary assistance to the conduct of such investigation at all times during the continuation of this Contract and at any time after its expiry or termination.
Without prejudice to the Authority audit rights pursuant to Paragraph 2.3, for the purposes of the National Audit Act 1983, the Comptroller and Auditor General may examine such Documents as he or she may reasonably require which are owned, held or otherwise within the control of the Contractor and any Key Sub-Contractor to produce such oral or written explanations as he or she considers necessary.  
Nothing in this Contract shall prevent or restrict the rights of the Comptroller and Auditor General and/or their representatives from carrying out an audit, examination or investigation of the Contractor and/or any sub-contractor for the purposes of and pursuant to the National Audit Act 1983, the Government Resources and Accounts Act 2000, the Exchequer and Audit Departments Act 1921 and/or any other applicable Legislation.
[bookmark: _Ref138740101][bookmark: _Ref396736746]Response to Audits
[bookmark: _Ref119412675]Following each audit, the Authority may provide to the Contractor, within a reasonable time, a report indicating:
[bookmark: _Ref119412652]any specific issues of non-compliance with this Contract which the Contractor is required to rectify (without representation that this is a complete list of all areas of non-compliance); and
[bookmark: _Ref119412916]any issues not concerning non-compliance but which the Authority may (without commitment by the Authority) wish to consider further with the Contractor,
identified as a result of the conducted audit.
If the Contractor disputes an audit report (provided in accordance with Paragraph 2.7.1), the Contractor shall within ten (10) Business Days of receiving the relevant report provide details of the basis for any such dispute together with documentation to support the Contractor's position to the Authority.  In the event that the findings of the report remain disputed following that Contractor response, this shall be treated as a Dispute and dealt with in accordance with the Dispute Resolution Procedure (involving, where appropriate and possible, the applicable Authority Audit Agents).
Any matters raised by the Authority pursuant to Paragraph 2.7.1.2 shall be dealt with by the Parties through the Integrated Change Procedure.
[bookmark: _Ref206387200][bookmark: _Ref138740111]If an audit identifies that the Authority has overpaid in respect of the Contract Price, the Contractor shall pay to the Authority the amount overpaid within ten (10) Business Days of being notified of this overpayment.  The Authority may deduct the relevant amount from the Contract Price if the Contractor fails to re-pay such overpayment in accordance with this Paragraph 2.7.4.  The amount of overpayment will incur interest at a rate of LIBOR plus two per cent (2%) applied between the date that the Authority overpaid and the date the subsequent deduction is made.
[bookmark: _Ref396736329]Audit Costs
[bookmark: _Ref219868070][bookmark: _Ref213645142][bookmark: _Ref206387409]Subject to Paragraph 2.8.2, the Parties shall bear their own respective costs and expenses incurred in complying with their obligations under this Schedule 12 (Audit).
[bookmark: _Ref219864615]If an audit identifies a default by the Contractor, the Contractor shall reimburse the Authority for all of the Authority's and/or the relevant Related Organisations' reasonable costs and expenses incurred in the course of performing or facilitating the applicable audit within fourteen (14) Business Days of receipt of notice from the Authority and such audit shall not be counted for the purpose of Paragraph 2.8.1.
1.2 National Audit Office
1.2.1 Without prejudice to the Authority audit rights, the National Audit Office or its representatives are permitted by the Contractor to examine all such documents and other information owned, maintained or held by, or otherwise in the control of, the Contractor (including computerised records or data) as the National Audit Office may reasonably require or consider necessary for the purposes of:
2.9.1.1	the examination and certification of the accounts of the Authority; or
2.9.1.2	any examination under section 6(1) of the National Audit Act 1983 of the economy, efficiency and effectiveness with which the Authority has used its resources.
1.2.2 The Contractor shall provide access (and shall procure that any person acting on the Contractor's behalf who has such documents or other information shall also provide access) to such documents and/or other information for the National Audit Office for such purposes. 
1.2.3 The Contractor shall furnish to the National Audit Office such oral or written explanations as it requires. 
1.2.4 Nothing in this Schedule 12 (Audit) constitutes a requirement or agreement for the examination, certification or inspection of the accounts of the Contractor by the National Audit Office under section 6(3)(d) of the National Audit Act 1983.
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