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2.1

2.2

2.3

2.4

INTRODUCTION
This Schedule details;

1.1.1 the Financial Transparency Objectives to be achieved in respect of this
agreement;

1.1.2 the obligations of the Contractor relating to Open Book Data; and

1.1.3 the requirements for the Financial Model that is to be supplied by the
Contractor.

FINANCIAL TRANSPARENCY OBJECTIVES

The Contractor acknowledges that the provisions of this Schedule are designed
(inter alia) to facilitate, and the Contractor shall co-operate with the Customer
Authority in order to achieve, the following objectives:

Understanding the Charges
2.2.1 for the Customer Authority to understand any payment sought from it by
the Contractor including an analysis of the Costs, Overhead recoveries

(where relevant), time spent by Contractor Personnel in providing the
Services and the Contractor Profit Margin;

2.2.2 for both Parties to be able to understand the Financial Model and Cost
forecasts and to have confidence that these are based on justifiable
numbers and appropriate forecasting techniques;

Agreeing the impact of Change

2.3.1 for both Parties to agree the quantitative impact of any Changes that affect
ongoing costs and to identify how these could be mitigated and/or reflected
in the Contractor Charges;

2.3.2 for both Parties to be able to review, address issues with and re-forecast
progress in relation to the provision of the Services;

Continuous improvement

2.4.1 for the Parties to challenge each other with ideas for efficiency and
improvements; and

2.4.2 to enable the Customer Authority to demonstrate that it is achieving value
for money for the tax payer relative to current market prices,

(together the “Financial Transparency Objectives”).
OPEN BOOK
The Contractor acknowledges the importance to the Customer Authority of the

Financial Transparency Objectives and the Customer Authority’s need for
complete transparency in the way in which the Charges are calculated.
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3.2

4.1

4.2

During the Term, and for a period of 7 years following the end of the Term, the
Contractor shall:

3.2.1 maintain and retain the Open Book Data; and

3.2.2 disclose and allow the Customer Authority and/or any Regulatory Body
entitled to undertake an audit pursuant to Clause 23 of this Agreement
access to Open Book Data.

FINANCIAL MODEL

The Parties shall retain copies of the Financial Model and the Contractor shall
provide the Customer Authority with updates to the Financial Model in accordance
with the provisions of this Schedule.

The Financial Model shall be used together with the principles set out in Schedule
5.1 (Charges and Invoicing) as a basis for considering any Changes to the
Charges under the Change Control Procedure and for such other purposes as are
specifically indicated in this Agreement.

CONTENT AND CONSTRUCTION OF THE FINANCIAL MODEL
The Financial Model shall:

5.1.1 provide sufficient detail for the Customer Authority to have visibility of the
costs to be incurred by the Contractor in provision of the Services and the
construction of the Charges (at the Resource Unit level in the case of the
Service Charges) to be paid in respect of the provision of the Services;

5.1.2 be constructed on an SMP basis;

5.1.3 quote all monetary values in pounds sterling or such other currency as
shall be permitted by the Customer Authority in writing;

5.1.4 quote all costs as exclusive of any VAT,;

5.1.5 provide visibility of the direct input costs for undertaking Take-On and
Transition and providing the Operational Services throughout the Initial
Term, excluding mark-up if applied, including:

5.1.5.1 labour resource charges for delivering the Services, to include
and specify separately any amounts relating to TUPE;

5.1.5.2 all hardware and software costs broken down into asset
category and including the methodology used in calculating
depreciation;

5.1.5.3 all charges and depreciation applicable to Assets;

5.1.5.4 Equipment that is subject to an encumbrance identified in
Paragraph 12.1 of the Call-Off Form (such encumbrance to be
subject to discharge upon payment by the Customer Authority of
the relevant amounts set out in the Call-Off Form);
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5.2

5.1.5.5 licence costs including licence support and software version
upgrades;

5.1.5.6 Sub-contractor and third party costs with any affiliate costs;

5.1.5.7 overheads/mark-ups separately identified and their calculation
fully explained;

5.1.5.8 pricing of any risk/contingency fully explained;

5.1.5.9 financing costs (if applicable) showing the interest rate and
calculation and the need to apply financing explained;

5.1.5.10 discounts or other adjustments available to the Contractor
(values and duration) when pricing the Services;

5.1.5.11 other miscellaneous costs; and
5.1.5.12 Management Charges;

5.1.6 provide a reasonably skilled and experienced individual with an
understanding of the Contractor's capital and operating costs and the
assumptions used to develop and modify the Charges set out in Schedule
5.1 (Charges and Invoicing) of this Agreement;

5.1.7 quote all costs, prices and revenues based on current prices;

5.1.8 be constructed in a format compatible with MS Excel 2010 or earlier, or
such other format as the Customer Authority may specify from time to time;

5.1.9 not have any parts which are hidden, protected, locked or made otherwise
inaccessible or obscured to review or alteration;

5.1.10 be laid out in a clear and logical manner. Any formulae in the Financial
Model shall not contain a mixture of inputs and calculations. Any column
labelling in the Financial Model shall be consistent between worksheets;

5.1.11 provide visibility of margin both as a value and as a percentage;

5.1.12 include a version control sheet that provides visibility of changes from the
previous approved version of the Financial Model together with a
summary reconciliation of those changes; and

5.1.13 be of reasonable file size, not exceeding 10MB.

The Contractor shall, if requested by the Customer Authority, provide (or procure

the provision of) the above level of information in relation to the costs and expenses

to be incurred by any of its Sub-contractors or third party suppliers.

CUSTODY OF THE FINANCIAL MODEL

A copy of the Financial Model agreed between the Parties at the Effective Date is
set out in Appendix 1 to this Schedule.
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6.2

6.3

7.1

7.2

7.3

7.4

7.5

7.6

7.7

7.8

The Contractor shall maintain an electronic copy of the Financial Model and each
version of the Updated Financial Model which is Approved by the Customer Authority
in accordance with Paragraph 7.6, 7.7 and 7.8 throughout the Term and deliver an
electronic copy to the Customer Authority where requested.

The Contractor shall also provide an electronic or a printed copy of the Financial
Model (together with any Updated Financial Models) to the Framework Authority if
requested by the Framework Authority.

UPDATES TO THE FINANCIAL MODEL

Unless otherwise agreed in writing between the Parties, any updates to the
Financial Model shall reflect, be consistent with and be made only in accordance
with the provisions of this Agreement and shall in all cases be subject to the
Approval of the Customer Authority (not to be unreasonably withheld or delayed).

All changes to the Financial Model shall be auditable, implemented and
documented under formal version control.

On request of the Customer Authority, the Contractor shall revise the Financial
Model in order to reflect any inputs, modifications or other amendments to the
Financial Model which are effected pursuant to this Agreement, as a result of the
implementation of a Change which affects the Charges.

No amendment to the Financial Model shall affect, in any way whatsoever, the
performance of the Services, save as agreed in accordance with the Change
Control Procedure.

Each Financial Model shall be constructed using the same methodology as that
used for the then current Financial Model and shall be consistent with and made
in accordance with the provisions of this Agreement.

On the occurrence of any event which requires the Financial Model to be updated,
the Contractor shall effect the change on the latest version of the Financial Model
and deliver the Updated Financial Model to the Customer Authority for Approval.
The Contractor shall ensure that each version of the Financial Model delivered to
the Customer Authority shall be certified by a director (or other senior officer) of
the Contractor as being accurate and not misleading and in conformity with all
generally accepted accounting principles within the UK. The director (or other senior
officer) shall further certify that the Contractor does not have any other internal
financial model in relation to the Services which is inconsistent with the Financial
Model.

Unless the Customer Authority wishes to dispute the Financial Model in
accordance with Paragraph 8 below, the Customer Authority shall Approve the
Updated Financial Model within twenty (20) Working Days (or such other period
as the Customer Authority advises the Contractor in writing) of receipt of the same.

If the Customer Authority Approves the Updated Financial Model submitted by the
Contractor, it shall advise the Contractor of its decision in writing and the updated
and approved Financial Model shall become, with effect from the date of such
Approval, the Updated Financial Model in place for the purposes of this Agreement.
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8.2

DISPUTE

If the Customer Authority disputes any Financial Model, it may request such further
information from the Contractor as it requires prior to delivering a decision on
whether it accepts or rejects the relevant Financial Model.

In the event that the Customer Authority and the Contractor are unable to reach
agreement on any Financial Model, the matter shall be referred for determination
in accordance with the Expedited Dispute Timetable.
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APPENDIX 1

FINANCIAL MODEL

Redacted



