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DEFINITIONS

Charges and Invoicing

In this Schedule, the following definitions shall apply:

“Actual Price”

“Benefits Share™

“Certificate of Costs”

“Costs™
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in relation to a Milestone, the sum of:

(a) the fixed day rates agreed
between the Parties for a
Development  Service  (where
appropriate) multiplied by the
number of Man Days that have
been expended by the Supplier
Personnel in  Achieving the
relevant Milestone;

(b) any Costs, incurred in the
performance of the Development
Services, as defined in this
Schedule;

has the meaning given in Paragraph 4 of this
Schedule;

a certificate of costs signed by the Supplier’s
Chief Financial Officer or Director of Finance (or
equivalent as agreed in writing by the Authority
in advance of issue of the relevant certificate);

the Supplier can include the following costs
(without double recovery) in the Certificate of
Costs, to the extent that they are reasonably
and properly incurred by the Supplier in
providing the Development Services: costs
incurred in respect of those Assets which are
detailed on the Registers and which would be
treated as capital costs according to generally
accepted accounting principles within the UK,
which shall include the cost to be charged in
respect of Assets by the Supplier to the Authority
or (to the extent that risk and title in any Asset
is not held by the Supplier) any cost actually
incurred by the Supplier in respect of those
Assets;

(a) operational costs which are not included
within (a) above, to the extent that such
costs are necessary and properly incurred
by the Supplier in the delivery of the
Services;



“Man Day”

“Man Hours™

“Overhead”

“Reimbursable Expenses”
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(b) Forecast Contingency Costs;

(c) Reimbursable Expenses to the extent
these are incurred in delivering the
Services, as defined in this Schedule;

but excluding:
0] Overhead;
(i) financing or similar costs;

(iii)  maintenance and support costs to the
extent that these relate to maintenance
and/or support services provided beyond
the Term, whether in relation to Assets
or otherwise;

(iv)  taxation;
(V) fines and penalties;

(vi) non-cash items (including depreciation,
amortisation, impairments and
movements in provisions);

7.5 Man Hours, whether or not such hours are
worked consecutively and whether or not they
are worked on the same day;

the hours spent by the Supplier Personnel
properly working on the Development Services
including time spent travelling (other than to and
from the Supplier's offices, or to and from the
Sites) but excluding lunch breaks;

those amounts which are intended to recover a
proportion of the Supplier’s or the Sub-
contractor’s (as the context requires) indirect
corporate costs (including financing, marketing,
advertising, research and development and
insurance costs and any fines or penalties) but
excluding allowable indirect costs apportioned
to facilities and administration in the provision
of Supplier Personnel and accordingly included
within limb (a) of the definition of “Costs” or
the day cost set out in Table 3 of Annex 1;

Reasonable out of pocket travel and subsistence
(for example, hotel and food) expenses,
properly and necessarily incurred in the
performance of the Services, calculated at the
rates and in accordance with the Authority's
current expenses policy.

Reimbursable Expenses shall not include:



““Supporting
Documentation”
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a) travel expenses incurred as a result of
Supplier Personnel travelling within M25;
and

b) subsistence expenses incurred by
Supplier Personnel whilst performing the
Services at their usual place of work or
within M25, or to and from the premises at
which the Services are principally to be
performed; and

sufficient information in writing to enable
the Authority reasonably to assess
whether the Charges, Reimbursable
Expenses and other sums due from the
Authority detailed in the information are
properly payable, including copies of any
applicable Milestone Achievement
Certificates or receipts.



1.1

1.2

2.1

PART A: PRICING
APPLICABLE PRICING MECHANISM

If the Authority gives notice pursuant to Clause 5.5 that it requires the Supplier to
provide any or all of the Development Services, the pricing mechanism set out in
this Schedule 7.1 shall be used to calculate the Charges and shall be based on one
or more of the following:

(a) “Time and Materials™, in which case the provisions of Paragraph 2 shall
apply;

(b) “Fixed Price”, in which case the provisions of Paragraph 3 shall apply; or

(c) “Benefits Share” in which case the provisions of Paragraph 4 shall apply.

And the rates and prices set out at Annex 1 shall be used.

The Proposal Document to be submitted by the Supplier following receipt of a
Change Request from the Authority pursuant to Clause 5.5 shall detail which pricing
mechanism shall be used to calculate the Charges for the Development Service.

TIME AND MATERIALS SERVICE CHARGES

Where the Proposal Document indicates that a Service Charge is to be calculated by
reference to a Time and Materials pricing mechanism and following Approval of the
Proposal Document:

(a) the day rates set out in Table 1 of Annex 1 shall be used to calculate the
relevant Charges, provided that the Supplier shall:

() not be entitled to include any uplift for risks or contingencies within
its day rates;

(i) not be paid any Charges to the extent that they would otherwise
exceed any cap specified against the relevant Charge unless the
Supplier has obtained the Authority’s prior written consent. The
Supplier shall monitor the amount of each Charge incurred in relation
to the relevant cap and notify the Authority immediately in the
event of any risk that the cap may be exceeded and the Authority
shall instruct the Supplier on how to proceed.

(iii)  only be entitled to be paid Charges that have been properly and
reasonably incurred, taking into account the Supplier’s obligation to
deliver the Services in a proportionate and efficient manner;

(b) the Supplier shall keep records of hours properly worked by Supplier
Personnel (in the form of timesheets) and expenses incurred and submit a
summary of the relevant records with each invoice. If the Authority requests
copies of such records, the Supplier shall make them available to the
Authority within 10 Working Days of the Authority’s request; and
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3.1

3.2

4.1

4.2

4.3

(c) the Supplier shall invoice the Authority on a monthly basis in respect of
Charges incurred under this Paragraph 2.

FIXED PRICE SERVICE CHARGES

Where the Proposal Document indicates that a Service Charge is to be calculated by
reference to a Fixed Price pricing mechanism, the relevant Charge shall be, subject
to the Authority’s Approval of the Proposal Document, the amount set out in the
Proposal Document.

Where Charges are to be calculated by reference to a Fixed Price pricing
mechanism, the Supplier shall invoice the Authority after satisfactory completion
of the Testing requirements as detailed in the Proposal Document and in
accordance with the process set out in Schedule 6.2 (Testing).

BENEFITS SHARE/GAIN SHARE

Where the Supplier proposes that a Service Charge shall be calculated by reference
to a Benefits Share pricing mechanism, it shall detail the same in the Proposal
Document and subject to Approval by the Authority of the Proposal Document, the
Charges shall be calculated in accordance with the Benefits Share pricing
mechanism. The benefits to be shared referred to in this Paragraph 4 shall typically
be savings from reduced running costs (usually staffing costs) for the process being
automated under the Agreement.

The Supplier agrees that where the Service Charge is to be calculated by reference
to a Benefits Share pricing mechanism pursuant to Paragraph 4.1, it shall ensure
that each Proposal Document (in addition to the requirements specified in
Paragraph 8 of Schedule 8.2 (Change Control Procedure) includes:

(a) the target benefits including the timeline for achievement;

(b) the baseline data necessary to verify that the benefits have been achieved,;

(c) a method for the Authority to measure and verify the benefits;

(d) the timescales, risks, dependences and required resources to achieve the
benefits;

(e) Deliverables required from the Supplier and the Authority to achieve the
benefits; and

(f) the estimated Charges for the Development Service if it was charged to the
Authority in accordance with the Time and Materials pricing mechanism set
out in Paragraph 2.

The Parties agree and acknowledge that:
(a) on completion of the delivery of the Development Service in accordance

with the Proposal Document, the Supplier shall be entitled to be paid a
share of the benefits in accordance with this Paragraph 4;
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4.4

4.5

(b) benefits must be accrued with 1 year of delivery of the Development

Service unless otherwise agreed by the Parties;

(c) benefits shall be calculated on a monthly basis by the Authority;

(d) the Authority will measure the benefits accruing from a Development

Service for a period of 1 year unless otherwise agreed following the date of
implementation of the Development Service. The date of implementation
shall be the date at which the Development Service passes all relevant tests
in accordance with the Proposal Document and Schedule 6.2 (Testing
Schedule) and is deployed for use by the Authority Personnel;

(e) the benefits achieved from the Development Service shall be determined by

(f)

the Authority’s Finance Director or his delegate in accordance with the
agreed methodology. The benefits accruing will be reported by the
Authority to the Supplier within 10 days of the end of each month (or
Accounting Period, depending on the reporting systems in use by the
Authority);

the Supplier shall be paid 25% of the achieved benefits accrued in a given
month, capped at a value of twice the Time and Materials Development
Service estimate given in the Proposal Document;

(g) at the end of each year, if the cap referred to in 4.3(f) is not reached, then

the Supplier shall not be paid any more money;

(h) the report to be prepared by the Authority referred to in paragraph 4.3(e)

will set out the benefits achieved as a result of the Development Service
during the preceding period. Following receipt of the report, the Supplier
shall be entitled to invoice for the Benefits Share Charges for that month at
the amount stated in the report and the benefits accruing to the Supplier
will be issued to the Supplier within ten (10) Working Days of receipt of the
invoice; and

any Dispute arising from the calculation of the benefits shall be resolved
through the Dispute Resolution process set out in Schedule 8.3 (Dispute
Resolution Process).

A Development Service may be ended by the Authority by serving 5 days prior
notice on the Supplier. In this event, the Supplier shall be entitled to charge for
effort expended directly on the Development Service, up to the date the project is

ended,

using the Time and Materials pricing mechanism set out at Paragraph 2 of

this Schedule. For the avoidance of doubt, effort expended shall not include effort
previously expended in the development of the Proposal Document associated with
the Development Service.

Where notice is served by the Authority to end a Development Service, no further
Charges in respect of the project shall accrue to the Supplier.
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5.1

GENERAL

The Parties agree that where a Service Charge is to be calculated by reference to a

Fixed Price or Benefit Sharing pricing mechanism, then:

(a) where the Supplier fails to pass the Tests relating to the Development
Service within the time forecast in the Proposal Document and Approved,
then no Charges shall be payable to the Supplier; and/or

(b) if the Authority ends the Development Service prior to completion of the
Tests or before the relevant time period for completion expires, then the
Supplier shall be paid the Charges for time expended at the Time and
Materials rate.

6 REIMBURSEABLE EXPENSES
6.1 Where:

(a) Services are to be charged using the Time and Materials pricing mechanism;
and

(b) the Authority so agrees in writing,
the Supplier shall be entitled to be reimbursed by the Authority for Reimbursable

Expenses (in addition to being paid the relevant Charges), provided that such
Reimbursable Expenses are supported by Supporting Documentation.

6.2 The Authority shall provide a copy of its current expenses policy to the Supplier

upon request.

6.3 Except as expressly set out in Paragraph 6.1, the Charges shall include all costs and

()

(i)

expenses relating to the Services and/or the Supplier’s performance of its
obligations under this Agreement and no further amounts shall be payable by the
Authority to the Supplier in respect of such performance, including in respect of
matters such as:

any incidental expenses that the Supplier incurs, including travel, subsistence
and lodging, document and report reproduction, shipping, desktop and office
equipment costs required by the Supplier Personnel, including network or data
interchange costs or other telecommunications charges; or

any amount for any services provided or costs incurred by the Supplier prior to
the Effective Date.
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PART B: ADJUSTMENTS TO THE CHARGES
1.CHANGES TO CHARGES

1.1 Any Changes to the Charges shall be developed and agreed by the Parties in
accordance with Schedule 8.2 (Change Control Procedure).
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1.1

1.2

PART C: INVOICING AND PAYMENT TERMS
SUPPLIER INVOICES

The Supplier shall prepare and provide to the Authority for approval of the format
a template invoice within 10 Working Days of the Effective Date which shall
include, as a minimum, the details set out in Paragraph 1.2 together with such
other information as the Authority may reasonably require to assess whether the
Charges that will be detailed therein are properly payable. If the template invoice
is not approved by the Authority then the Supplier shall make such amendments as
may be reasonably required by the Authority.

The Supplier shall ensure that each invoice contains the following information:
(iii)  the date of the invoice;
(iv)  aunique invoice number;
(V) the Service Period or other period(s) to which the relevant Charge(s) relate;
(vi)  the correct reference for this Agreement;
(vii)  the reference number of the purchase order to which it relates (if any);

(viii) the dates between which the Services which are the subject of each of the
Charges detailed on the invoice were performed,;

(ix)  adescription of the Services;

x) the total Charges gross and net of any applicable deductions and, separately,
the amount of any Reimbursable Expenses properly chargeable to the Authority
under the terms of this Agreement, and, separately, any VAT or other sales tax
payable in respect of each of the same;

(xi)  reference to any reports required by the Authority in respect of the Services to
which the Charges detailed on the invoice relate (or in the case of reports
issued by the Supplier for validation by the Authority, then to any such reports
as are validated by the Authority in respect of the Services);

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

(xiii) the banking details for payment to the Supplier via electronic transfer of funds
(i.e. name and address of bank, sort code, account name and number).
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1.3

1.4

1.5

1.6

1.7

1.8

2.1

2.2

The Supplier shall invoice the Authority in respect of Services in accordance with
the requirements of Part C. The Supplier shall first submit to the Authority a draft
invoice setting out the Charges payable. The Parties shall endeavour to agree the
draft invoice within 5 Working Days of its receipt by the Authority, following which
the Supplier shall be entitled to submit its invoice.

Each invoice shall at all times be accompanied by Supporting Documentation. Any
assessment by the Authority as to what constitutes Supporting Documentation shall
not be conclusive and the Supplier undertakes to provide to the Authority any other
documentation reasonably required by the Authority from time to time to
substantiate an invoice.

The Supplier shall submit all invoices and Supporting Documentation to:

with a copy (again 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 Supplier invoices shall be expressed in sterling or such other currency as shall be
permitted by the Authority in writing.

The Authority shall regard an invoice as valid only if it complies with the provisions
of this Part C. Where any invoice does not conform to the Authority's requirements
set out in this Part C, the Authority shall promptly return the disputed invoice to
the Supplier and the Supplier shall promptly issue a replacement invoice which
shall comply with such requirements.

If the Authority fails to consider and verify an invoice in accordance with
paragraphs 1.3 and 1.7, the invoice shall be regarded as valid and undisputed for
the purpose of paragraph 2.1 (Payment in 30 days) after a reasonable time has
passed.

PAYMENT TERMS

Subject to the relevant provisions of this Schedule, the Authority shall make
payment to the Supplier within 30 days of verifying that the invoice is valid and
undisputed.

Unless the Parties agree otherwise in writing, all Supplier invoices shall be paid in
sterling by electronic transfer of funds to the bank account that the Supplier has
specified on its invoice.
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ANNEX 1: PRICING MECHANISM

TABLE 1: SUPPLIER PERSONNEL RATE CARD FOR CALCULATION OF TIME AND MATERIALS
CHARGES

RATE CARD

VALUE OF STANDING TEAM
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