OFFICIAL SENSITIVE

AUTHORITY: The Secretary of State for the Home Department

Contract For The Provision Of The Knowledge Of Life In The UK
(LitUK) Testing Service

SCHEDULE 7.1
CHARGING AND INVOICING
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Schedule 7.1
Charges and Invoicing
Introduction

This Schedule 7.1 (Charging and Invoicing) sets out the Service charges, Net income
from Added Value Services (AVS), service credits and payment to the Authority of fees
recovered from the customer (the Test Fee) taking a LitUK test, on behalf of the Authority.
It also sets out the payment and invoicing principles that apply to these financial
transactions.

Overview

Save as otherwise stated below in this Schedule 7.1 the Supplier shall provide the
Services in consideration of the Authority paying or receiving, as appropriate, the Service
Payment (SP) set out in this Schedule 7.1.

The Authority shall not be liable for any charges in addition to those set out in this
Schedule 7.1.

This Schedule 7.1 sets out:

a) the breakdown of each element of the Mobilisation Payments, Service Payments
and Added Value Services Net Income;

b) adjustments for performance (Service Credits);
C) indexation;
d) the invoicing procedure; and

e) The recovery, by the Authority, of customer Test Fees, collected on behalf of the
Authority by the Supplier.

Milestone Payments (Mobilisation)

During the Mobilisation Period, the Supplier is entitled to invoice the Authority for
Milestone Payments as set out in the “Mobilisation” tab within the Financial Pricing Model
at Annex B to this schedule 7.1. Payment will be made by the Authority within thirty (30)
days of whichever is the later of a) The invoice date; or b) the date of the issuance of a
Milestone Achievement Certificate in respect of the Milestone Payment requested.

A sum equal to 10% of any Milestone Payment shall be withheld from the Milestone
Payment (the Milestone Retention) as set out in the “Mobilisation” tab within the Financial
Pricing Model at Annex B to this schedule 7.1.

Sixty (60) days after the Permit To Operate (PTO) is issued, the Supplier will be entitled
to invoice the Authority for a final payment in respect of mobilisation. This final payment
will be an amount equal to all Milestone Retentions (the “Final Mobilisation Payment”).
Payment will be made by the Authority, provided that, at its own discretion, it is satisfied
that no issues have arisen in respect of the mobilisation of the Services, that have had
an adverse impact on the ongoing provision of the Services and which had they been
identified during the Mobilisation Period would have prevented the issuing of the PTO.

Service Payments/Credit Notes
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The Service Payment/Credit Note (SP) shall be payable on a monthly basis, in arrears,
during the relevant Service Period and is calculated in accordance with the following
formula:

SP = TACs - AVSNI - SCn
Where:
SP = Service Payment or Credit Note

TACs = Total of Test Administration Charges falling due to be paid by the
Authority in the month;

AVSNI = The guaranteed AVS Net Income due to be paid to the Authority in
the month;

SCn = Service Credits, as calculated in accordance with Paragraph 5, below.

AVS Net Income is a guaranteed annual value (per Contract Year) and profiled over the
months in each Contract Year, as set out in the Financial Pricing Model at Annex B
below. Where the Authority elects to extend the contract in accordance with Clause 4.2,
for a period not equal to a full Contract Year, the guaranteed AVS Net Income for
extension period in the relevant Contract Year shall be calculated on a pro-rata basis
taking into account the guaranteed annual AVS Net Income value for the relevant
Contract Year, as set out in the Financial Pricing Model, and the number of months of
the extension period falling into the relevant Contract Year, regardless of any profiling
within the Financial Pricing Model. For the purpose of paragraph 4.1 above the resulting
guaranteed AVS Net Income will be profiled equally across the months within the
extension period that is within a Contract Year that is not a full 12 months. By way of
example:

a) If the contract is extended by six (6) months in the fourth (4th) Contract Year, the
guaranteed AVS Net Income for the period of this extension will be 50% of the
guaranteed annual AVS Net Income, as set out in the fourth Contract Year within
the Financial Pricing Model at Annex B below. The 50% value will be profiled
equally across each of the six (6) months of the extension period.

Service Credits
Key Performance Indicator (KPI) Points accrued in each relevant Service Period, in
accordance with Schedule 2.2. (Performance Levels), shall be converted into Service
Credits as follows:

SC = (TKP /280) x TACs

where:

SC = the Service Credit payment to be made by the Supplier in relation to the
relevant Service Period;

TKP = the total number of KPI Points that are accrued in the relevant Service
Period in accordance with Schedule 2.2 (Performance Levels); and

TACs = Total value of Test Administration Charges payments falling due to be
paid by the Authority in the relevant Service Period.

The Authority shall use the Performance Monitoring Reports provided pursuant to Part B,
among other things, to verify the calculation and accuracy of the Service Credits (if any)
applicable to each relevant Service Period.
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When recovering payment for Service Credits the Authority shall apply the Service Credit
Cap.

Indexation

The Indexation Factor (IF) calculates the total inflationary increase to be applied to the
Test Administration Charge (TAC) and the AVS net Income (AVSNI) in years four (4)
and five (5) of the contract only. The Base Date means the second anniversary of the
signing of the contract.

The IF is calculated from the Base Date, as set out in the formula below:
IF1..n=CPI1...n/ CPI
Where
IF1...n is the Indexation Factor for year (1...n) where, n=1 is the indexation
factor to be applied to the Test Administration Charge in the fourth (4™)
Contract Year and n=2 to the fifth (5") Contract Year;

CPI1...nis the CPI published for the month in which the second (2"
anniversary of the contract signing falls and each anniversary thereafter; and

CPI...is the CPI published for the month in which third (3'¥) anniversary of the
contract signing falls and each anniversary thereafter.

Invoicing Procedure (Service Payments)

This paragraph 7 sets out the method by which the Supplier shall raise invoices to the
Authority for payment or credit notes, together with the requirements which apply to such
invoices and the payment terms thereof.

Draft Invoicing Cycle

7.2.

7.3.

By the fifth (5" calendar day of each Service Period, the Supplier shall raise a draft
invoice/credit note in relation to the Service payment, appropriately payable in
accordance with paragraph 4, from the previous Contract Month.

The draft invoice/credit note shall contain the following information:

a) the date;

b)  aunique invoice note number;

c) the Service Period to which the relevant invoice relates;

d) The number of tests delivered for which payment is due;

e) The unit charges to be applied to the total number of tests in the month;

f) the total Test Administration Charges (TACs) due to be paid for the month;

g) The total value of Service Credits falling due for the month

h)  The Added Value Services Net Income due and payable to the Authority for the
month;
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i) any VAT or other sales tax payable in respect of the same;

)] a contact name and telephone number of a responsible person in the Supplier's
finance department in the event of administrative queries; and

k)  the banking details for payment to the Supplier or to the Authority via electronic
transfer of funds (i.e., name and address of bank, sort code, account name and
number).

Draft invoices/credit notes, provided in accordance with paragraph 7.3 must be
accompanied by all relevant evidence required to validate Monthly Charges, AVSNI and
any Service Credits falling due for the month;

The Supplier shall submit a draft invoice/credit note and Supporting Documentation to
the Authority’s Named Representative at the address below:

Redacted under the exemptions set out by the Freedom of Information Act

with a copy (including any supporting documentation) to such other person and at such
place as the Authority may notify to the Supplier from time to time.

The Authority shall review and agree with the Supplier the draft invoice/credit note raised
in accordance with paragraph 7.3 by the fifteenth (15th) calendar day of the Contract
Month in which it was issued.

Where the Authority is unable to agree the draft invoice and the Supplier agrees that
adjustments need to be made to the draft invoice/credit note, the Supplier will agree any
necessary adjustments with the Authority and re-submit a final draft invoice/credit note
to the Authority for approval.

Final Invoice and Payment Terms

7.8.

7.9.

7.10.

7.11.

Following the Authority’s approval of a draft invoice in accordance with paragraph 7.4
the Supplier shall raise a final invoice by the twentieth (20"") calendar day of the Contract
Month in which approval was received.

Where a final draft invoice is required in accordance with paragraph 7.7, the Supplier
shall raise a final invoice by the twentieth (20™) calendar day of the Contract Month in
which approval was received, or where the 20" calendar day of the Contract Month
cannot be met, an alternative date as agreed with the Authority.

The Authority will pay the final invoice within ten (10) calendar days of the date of the
final invoice.
The Supplier shall submit final invoices and Supporting Documentation to:

Home Office Shared Service Centre,

PO Box 5015,

Newport,

Gwent, NP20 9BB.

With a copy sent via electronic mail to:

Post-room-rescan@homeoffice.gsi.gov.uk
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Duplicate electronic copies of each and every invoice or credit not shall also be
provided simultaneously to the Authority’s Named Representatives at the address
below:

Redacted under the exemptions set out by the Freedom of Information Act

A copy (including any Supporting Documentation) to such other person and at such place
as the Authority may notify to the Supplier from time to time.

All Invoices shall be expressed in sterling or such other currency as shall be permitted
by the Authority in writing.

Credit Notes And Payment Terms

To the extent that the calculation of SP within paragraph 4.1 above results in a Credit
Note being due to the Authority, a reconciliation shall be performed on a bi-annual basis,
commencing on the Effective Date, and in accordance with paragraph 8.2.

The reconciliation will calculate the sum of the credit notes calculated within the
preceding six (6) Contract Months (the “Reconciliation Amount”).

The Authority will, within ten (10) days of the receipt of the final credit note relating to the
preceding six (6) Service Periods, issue an invoice to the Supplier for payment of the
Reconciliation Amount.

The Supplier will within thirty (30) days of the receipt of the Authority’s invoice make a
BACS payment to the Authority.

CHANGES TO CHARGES

Any Changes to the Charges shall be developed and agreed by the Parties in
accordance with schedule 8.2 (Change Control Procedure).

AUTHORITY RECOVERY OF LITUK CUSTOMER TEST FEES

10.1.  The Supplier will, acting on behalf of the Authority, collect all Test Fees from
customers and the fees collected daily upon completion of Tests completed in an account
that is clearly identifiable and ringfenced for sole purpose of this contract. The account
shall be used solely for the purpose of banking Test Fees and making refunds to
customers. This account shall not be used for any other purpose by the Supplier.

On a working day basis, the Supplier shall remit to the Authority, by BACS, all Test Fees
collected in the previous day(s), taking into account any refunds made in the previous
day.

The supplier will, by the fifth (5th) day of each Service Period, provide the Authority with
a banking reconciliation and detailed supporting information covering all payments to the
Authority in the previous Service Period, to allow the Authority to create a proforma
invoice for the previous Service Period and based on the following formula:

MTFP = TFPs x TF - TRM
Where:

MTFP = The Monthly Test Fee Payments made to the Authority for the relevant
Service Period
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TFPs = The number of customer Test Fee payments banked in the relevant
Service Period;

TF = The unit Test Fee applicable to the payments received in the relevant
Service Period; and

TRM = Total Refunds paid to customers in the relevant Service Period.

Note: If, in any Service Period, there is a differential Test Fee paid by customers in that month
(this will only apply where the Authority elects to change the Test Fee) information to allow
the Authority to create a separate calculation in respect of the financial transactions relating
to each differential test fee is to be provided. The total of each calculation will in such
circumstances allow the Authority to create a single pro-forma invoice covering the relevant
Service Period.

10.4. The Authority will, within ten (10) days of the receipt of the information set out in
paragraph 10.3, create a pro-forma invoice for the Monthly Test Fee Payment (MTFP).
A copy of the pro-forma invoice will be provided to the Supplier for information purposes
only.
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Payments

ANNEX A

All Supplier Data Redacted under the exemptions set out by the Freedom of Information Act

Table 1: Milestone Payments

Payment Date Milestone Retention Milestone
Value Sum Payment
Milestone Payment 1 Redacted Redacted Redacted Redacted
Milestone Payment 2 Redacted Redacted Redacted Redacted
Milestone Payment 3 Redacted Redacted Redacted Redacted
Milestone Payment 4 Redacted Redacted Redacted Redacted
Milestone Payment 5 Redacted Redacted Redacted Redacted
Final Milestone Payment Redacted - - Redacted

Table 2: Test Administration Charge

Band 1 Band 2 Band 3 Band 4
Band Minimum 1 10,001 11,501 13,001

Band Maximum 10,000 11,500 13,000 No limit

Unit Price - Year 1 Redacted Redacted Redacted Redacted

Unit Price - Year 2 Redacted Redacted Redacted Redacted

Unit Price - Year 3 Redacted Redacted Redacted Redacted

Unit Price - Year 4 Redacted Redacted Redacted Redacted

Unit Price - Year 5 Redacted Redacted Redacted Redacted

Note: Only unit prices in years 4 and 5 are subject to indexation in accordance with paragraph 5 of this schedule

7.1.

Table 3;: Added Value Services Net Income

Added Value Services Net Income is due and payable to the Authority for each Contract
Year, commencing on the Contract Signature Date (See Year Total below). Payments to the
Authority are profiled on a month by month basis in each contract year.

Period Year 1 Year 2 Year 3 Year 4 Year 5
Year Total Year Total Redacted Redacted Redacted Redacted
Month 1 Month 1 Redacted Redacted Redacted Redacted
Month 2 Month 2 Redacted Redacted Redacted Redacted
Month 3 Month 3 Redacted Redacted Redacted Redacted
Month 4 Month 4 Redacted Redacted Redacted Redacted
Month 5 Month 5 Redacted Redacted Redacted Redacted
Month 6 Month 6 Redacted Redacted Redacted Redacted
Month 7 Month 7 Redacted Redacted Redacted Redacted
Month 8 Month 8 Redacted Redacted Redacted Redacted
Month 9 Month 9 Redacted Redacted Redacted Redacted
Month 10 Month 10 Redacted Redacted Redacted Redacted
Month 11 Month 11 Redacted Redacted Redacted Redacted
Month 12 Month 12 Redacted Redacted Redacted Redacted
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Note: Only AVSNI prices in years 4 and 5 are subject to indexation in accordance with paragraph 5 of this
schedule 7.1.
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ANNEX B

FINANCIAL PRICING MODEL

Embedded below is the FPM submitted by the Supplier.
o Filename: “S8K 01 LitUK _ FPM v1.02_PSI_Services_ UK__ Ltd”

Redacted under the exemptions set out by the Freedom of Information Act
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