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Financial Reports and Audit Rights
DEFINITIONS
In this Schedule, the following definitions shall apply:

“Financial a reasonably skilled and experienced member of the

Representative” Supplier’s staff who has specific responsibility for
preparing, maintaining, facilitating access to,
discussing and explaining the Open Book Data and
Financial Reports;

“Financial has the meaning given in Paragraph 1 of Part A;
Transparency
Objectives”

“Open Book Data” complete and accurate financial and non-financial
information which is sufficient to enable the Authority
to verify the Charges already paid or payable and
Charges forecast to be paid during the remainder of
the Term, including details and all assumptions
relating to:

(@) the Supplier’s Costs broken down against each
Service and/or Deliverable, including actual
capital  expenditure  (including  capital
replacement costs) and the unit cost and total
actual costs of all hardware and software;

(b) operating expenditure relating to the provision
of the Services including an analysis showing:

(i) the unit costs and quantity of
consumables and bought-in services;

(i)  manpower resources broken down into
the number and grade/role of all
Supplier Personnel (free of any
contingency) together with a list of
agreed rates against each manpower
grade;

(iii)  a list of Costs underpinning those rates
for each manpower grade, being the
agreed rate less the Supplier’s Profit
Margin; and

(iv) Reimbursable Expenses;
(©) Overheads;

(d) all interest, expenses and any other third party
financing costs incurred in relation to the
provision of the Services;

(e) the Supplier Profit achieved over the Term and
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“Rolling Financial
Statement”

(f)

(e)

(h)

on an annual basis;

confirmation that all methods of Cost
apportionment and Overhead allocation are
consistent with and not more onerous than
such methods applied generally by the
Supplier;

an explanation of the type and value of risk
and contingencies associated with the
provision of the Services, including the amount
of money attributed to each risk and/or
contingency; and

the actual Costs profile for each Service
Period;

the statement in the form set out in Annex 1 showing
financial performance for the Contract Year to date
and forecast for the next twelve (12) months,
including the Charges, revenues, Costs, Supplier Profit
and Supplier Profit Margin.
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PART A: FINANCIAL TRANSPARENCY OBJECTIVES AND OPEN BOOK DATA
FINANCIAL TRANSPARENCY OBJECTIVES

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

Understanding the Charges

(@) for the Authority to understand any payment sought from it by the Supplier
including an analysis of the Costs, Overhead recoveries (where relevant),
time spent by Supplier Personnel in providing the Services and the Supplier
Profit Margin;

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

(c) to facilitate the use of gain share and/or Guaranteed Maximum Price with
Target Cost pricing mechanisms (where relevant as referred to in
Schedule 7.1 (Charges and Invoicing) or Schedule 7.3 (Value for Money));

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

Agreeing the impact of Contract Change

(e) for both Parties to agree the quantitative impact of any Contract Changes
that affect ongoing costs and to identify how these could be mitigated
and/or reflected in the Supplier’s Charges;

Continuous improvement

(f) for the Parties to challenge each other with ideas for efficiency and
improvements; and

(g) to enable the 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 DATA

The Supplier acknowledges the importance to the Authority of the Financial
Transparency Objectives and the Authority’s need for complete transparency in the

way in which the Charges are calculated.

During the Term, and for a period of seven (7) years following the end of the Term,
the Supplier shall:

(@) maintain and retain the Open Book Data; and

(b) disclose and allow the Authority and/or the Audit Agents access to the Open
Book Data.
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VISIBILITY THROUGH FINANCIAL REPORTING

Without prejudice to the generality of Paragraph 2, the Supplier shall, if requested
by the Authority, promptly provide to the Authority details of the elements used to
make up any Charges, including:

(@)
(b)
(c)

(d)

(e)

(f)

(¢)

(h)

(i)

()

(k)

(1)

(m)

(n)

the Supplier's total fixed price for the Services and/or Deliverables;
the margin included in that total fixed price;

a list of the agreed prices against each manpower grade in the Financial
Model;

a list of the costs underpinning those prices for each manpower grade in the
Financial Model, being the price less the margin;

a summary of the costs broken down against each Service and/or
Deliverable;

details of any other manpower costs, not already included in these rates,
for all activities to be undertaken;

explanation of any underlying assumptions regarding:
(i) overtime rates;

(i) standard hours;

(ili)  accommodation charges; and

(iv)  discounts applied;

a resource estimating model to support the Charges and any Changes (if
applicable);

a breakdown of manpower resources by the number and type of Supplier
Personnel (including any Sub-contractors) required for each Deliverable
and/or Service and free of any contingency. This should also apply to third
party costs;

the total price of Deliverables broken down by volume, unit cost and
margin;

any additional activities, costs and, risks that may impact the Authority and
which are not already covered by the Charges;

an explanation of the type and value of risk associated with the provision of
Services, including the amount of money attributable to each risk;

an explanation and supporting details of any financing costs applicable to
the Agreement;

the actual Charges profile for each Service Period; and
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(o) any additional information as the Authority reasonably requires.
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PART B: ROLLING FINANCIAL STATEMENT
ROLLING FINANCIAL STATEMENT

The Supplier shall provide a revised copy of the Rolling Financial Statement within
two (2) weeks after the end of each Quarter, if requested by the Authority.

Each Rolling Financial Statement shall:

(@) be completed by the Supplier using reasonable skill and care;

(b) incorporate and use the same defined terms as are used in this Agreement;
(c) quote all monetary values in pounds sterling;

(d) quote all Costs as exclusive of any VAT; and

(e) quote all Costs and Charges based on current prices.

The Supplier shall ensure that the Rolling Financial Statement is accurate and not
misleading and is a true and fair reflection of:

(@) the Charges invoiced and revenue earned and forecast to be
invoiced/earned;

(b) the Costs incurred and forecast to be incurred; and

(c) the Supplier Profit and Supplier Profit Margin achieved and forecast to be
achieved.

Each Rolling Financial Statement prepared at the end of a Contract Year and/or at
the end of the Term shall be certified 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 Financial Report), acting with express authority, as:

(@) being accurate and not misleading;

(b) having been prepared in conformity with generally accepted accounting
principles within the United Kingdom; and

(c) being a true and fair reflection of the information included within the
Supplier’s management and statutory accounts.

Without prejudice to any other right or remedy of the Authority, if an audit
undertaken pursuant to Part C identifies that there is an error in any Rolling
Financial Statement, the Supplier shall promptly rectify the error.

NOTIFICATION OF EVENTS AFFECTING THE COSTS OR FORECAST CHARGES

If the Supplier becomes aware of the occurrence, or the likelihood of the future
occurrence, of an event which will or may have a material effect on the following:
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(@) the Costs incurred (or those forecast to be incurred) by the Supplier; and/or
(b) the forecast Charges for the remainder of the Term,

the Supplier shall, as soon as practicable, notify the Authority in writing of the
event in question detailing the actual or anticipated effect. For the avoidance of
doubt, notifications provided in accordance with this Paragraph 2.1 shall not have
the effect of amending any provisions of this Agreement.

DISCUSSION OF ROLLING FINANCIAL STATEMENT OR OPEN BOOK DATA

During the Term, and for a period of eighteen (18) months following the end of the
Term, the Supplier shall make available the Financial Representative at reasonable
times and on reasonable notice to answer any queries that the Authority may have
on any copy of the Rolling Financial Statement and/or Open Book Data.

Notwithstanding Paragraph 3.1, following the delivery by the Supplier of each
Rolling Financial Statement:

(@) the Parties shall meet to discuss its contents within ten (10) Working Days of
receipt (or such other period as the Parties shall agree). The Financial
Representative shall attend the meeting;

(b) the Supplier shall make appropriate Supplier Personnel and advisers
available to discuss any variations between the relevant Rolling Financial
Statement and the immediately preceding Rolling Financial Statement (as
the case may be) and to explain such variations (with reference to
supporting evidence) to the satisfaction of the Authority.

KEY SUB-CONTRACTORS

The Supplier shall, if requested by the Authority, provide (or procure the provision
of) a report or reports including the level of information set out in the Rolling
Financial Statement in relation to the costs and expenses to be incurred by any of
its Key Sub-contractors.

Without prejudice to the Audit Rights, the Supplier shall:
(@) be responsible for auditing the financial models/reports of its Key Sub-
contractors and for any associated costs and expenses incurred or forecast

to be incurred; and

(b) on written request by the Authority, provide the Authority or procure that
the Authority is provided with:

(i) full copies of audit reports for the Key Sub-contractors. The
Authority shall be entitled to rely on such audit reports; and

(i) further explanation of, and supporting information in relation to, any
audit reports provided.
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ANNEX 1: FORM OF ROLLING FINANCIAL STATEMENT

To be agreed
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