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DEFINITIONS

In this Schedule, the following definitions shall apply:

“Compensation for has the meaning given in Paragraph 4.1
Unacceptable KPI Failure” (Unacceptable KPI Failure);
“Critical KPI Failure” where:

(@) the Supplier fails to provide any part of
the Services to a level which meets or
exceeds the Critical KPI Failure
Performance Threshold for the relevant
KPI; and/or

(b) there is a Repeat Failure Count of four
(4) or more for the relevant KPI.

"Critical KPI Failure means the relevant level of performance

Performance Threshold" designated as such for a KPI and set out in the
relevant table in Part | of Annex 1 of this
Schedule 2.2;

“KPI” the key performance indicators set out in

Table 1 of Part | of Annex 1;

"KPI Failure" the Supplier fails to provide any part of the
Services in accordance with and so as to at
least meet the relevant Target Performance
Levels;

“Measurement Period” in relation to a KPI, the period over which the
Supplier’s performance is measured (for
example, a Service Period if measured
monthly or a twelve (12) month period if
measured annually), as is specified for each
KPI in the table set out at Annex 1;

"Performance Monitoring has the meaning given in Paragraph 1.1 of
Report" Part B;

"Performance Review Meeting” the regular meetings between the Supplier
and the Authority to manage and review the
Supplier's performance under this Schedule,
as further described in Paragraph 1.4 of
Part B;
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"Repeat KPI Failure™

"Repeat Failure Count”

"Service Credit Cap"

“Target Performance Level”

“Unacceptable KPI Failure”

has the meaning given in Paragraph 6.1 of
Part A;

has the meaning given in Paragraph 6.2 of
Part A;

% of the monthly Service Charges;

the minimum level of performance for a KPI
which is required by the Authority, as set out
in the table in Annex 1;

the Supplier committing a KPI Failure in

respect of 75% or more of the KPIs that are
measured in a Service Period.
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PART A: KPI’S AND SERVICE CREDITS
GENERAL

The Supplier shall perform the Services so that they meet or exceed the applicable
Target Performance Levels for each KPI at all times.

The Target Performance Level is the minimum standard of performance which is
required by the Authority.

The Supplier acknowledges that any KPI Failure, and any failure to measure or report
on a KPI in accordance with Part B of this Schedule, shall entitle the Authority to the
rights set out in this Schedule, including the right to any Service Credits and that:

(@) any Service Credit is a price adjustment to reflect the actual quality of service
provided to the Authority and does not represent an estimate of the loss or
damage that may be suffered by the Authority in respect of the KPI Failure
which gives rise to the Service Credit; and

(b) the crediting of any Service Credit is, and shall be, without prejudice to any
other right, remedy, or entitlement which the Authority may have under this
Agreement (including but not limited to the right to claim damages from the
Supplier relating to any loss arising from such failure to achieve the relevant
Target Performance Level).

KPI’S

Subject to Clause 5.13(d) (Optional Services), each KPI which relates to a Service
shall apply and be measured from the relevant Operational Service Date of the
relevant Service(s) to which that KPI relates (unless otherwise stated in Annex 1).

The Supplier shall monitor its performance of the Services against the Target
Performance Level for each KPI and shall send the Authority a Performance
Monitoring Report in accordance with Part B of this Schedule.

If the Supplier fails to measure or report on a KPI in accordance with Part B of this
Schedule, the Supplier shall be deemed to have failed to meet the Target
Performance Level for the relevant KPI in the relevant Measurement Period, unless
the Authority otherwise agrees in writing.

Each Target Performance Level and/or Critical KPI Failure Performance Threshold
may only be changed as a result of the application of:

(@) the Change Control Procedure;

(b) the continuous improvement requirements set out in Schedule 7.3 (Value for
Money) of this Agreement which will be addressed through the Change Control
Procedure; or

(c) the agreed results of a benchmarking exercise which is carried out pursuant to

the provisions of Schedule 7.3 (Value for Money) which will be addressed
through the Change Control Procedure.
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KPI FAILURE
If in any Service Period, a KPI Failure occurs:

(@) subject to Paragraph 4.1(b) (Compensation for Unacceptable KPI Failure),
Service Points shall accrue and shall be calculated in accordance with this Part
A;

(b) the relevant Service Credits shall be deducted from the Service Charges in
accordance with Paragraph 9 (Service Credits - Reduction of Service Charges);

(c) the Supplier shall comply with the Rectification Plan Process; and

(d) without prejudice to the Authority's other rights and remedies, the Authority
shall be entitled to terminate the Agreement if the KPI Failure is an
Unacceptable KPI Failure or Critical KPI Failure.

UNACCEPTABLE KPI FAILURE
If in any Service Period an Unacceptable KPI Failure occurs or is determined:

(@) the Authority shall be entitled to withhold and retain as compensation for the
Unacceptable KPI Failure a proportionate part (decided by the Authority in its
absolute discretion) of any Service Charges which would otherwise have been
due to the Supplier in respect of that Service Period (such sum being
“Compensation for Unacceptable KPI Failure”); and

(b) if the Authority withholds and retains such Compensation for Unacceptable KPI
Failure, any Service Points and Service Credits that would otherwise have
accrued during the relevant Service Period shall not accrue in respect of the
KPI Failures which made up the Unacceptable KPI Failure,

provided that the operation of this Paragraph 4.1 shall be without prejudice to any
right which the Authority may have to terminate this Agreement and/or to claim
damages from the Supplier as a result of such Unacceptable KPI Failure.

The Supplier agrees that the application of Paragraph 4.1 is commercially justifiable
where an Unacceptable KPI Failure occurs.

SERVICE POINTS

If the level of performance of the Supplier during a Measurement Period meets or
exceeds the Target Performance Level in respect of a KPI, no Service Points shall
accrue to the Supplier in respect of that KPI.

If the level of performance of the Supplier during a Measurement Period is below the
Target Performance Level in respect of a KPI, Service Points shall accrue to the
Supplier in respect of that KPI.

Subject to Paragraph 5.4, the number of Service Points that shall accrue to the
Supplier in respect of a KPI Failure shall be the relevant number as set out in Annex 1
(in its form at the relevant time and as may be adjusted in accordance with this
Agreement) depending on the performance level achieved, unless:
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(@) Paragraph 2.3 (failure to measure or report on a KPI) applies, in which case
Service Points shall accrue to the Supplier in respect of that deemed KPI Failure
at the highest available level associated with that KPI; and/or

(b) the KPI Failure is a Repeat KPI Failure in which case the provisions of paragraph
6 shall also apply.

The Authority shall be entitled to redistribute Service Points between KPIs (at its sole
discretion by giving at least one (1) months' notice in writing to the Supplier but
without having to follow the Change Control Procedure), subject to the following
restrictions:

(@) the maximum number of Service Points that can be allocated to any one (1)
single KPI is 100 (without prejudice to the application of Paragraph 6 below in
relation to Repeat Failures);

(b) no more than 60 Service Points can be reallocated across all of the KPIs in any
one Measurement Period; and

(c) any such reallocation shall take effect at the start of the next Measurement
Period to commence for the relevant KPIs following service of notice in writing
by the Authority in accordance with this Paragraph 5.4.

For the avoidance of doubt, Service Points (and accordingly Service Credits) shall be
accrued cumulatively by the Supplier (and for each KPI against which there is a
relevant KPI Failure). Service Credits accrued by the Supplier for all KPI Failures in a
Service Period shall be added together to give the total Service Credit due from the
Supplier in respect of that Service Period.

REPEAT KPI FAILURES

If a KPI Failure occurs in respect of the same KPI in any two consecutive Measurement
Periods, the second and any subsequent such KPI Failure shall be a "Repeat KPI
Failure".

In each Performance Monitoring Report, the Supplier shall track and report on the
current number of sequential Repeat KPI Failures for each KPI (the “Repeat Failure
Count”). For example, if a KPI Failure has occurred in three (3) sequential
Measurement Periods, the Repeat Failure Count will be two (2).

When, in a Measurement Period, a KPI with a Repeat Failure Count above zero (0)
meets its Target Performance Level, the Repeat Failure Count shall be reset to zero
(0).

Without prejudice to the Authority's other rights and remedies, there shall be no
upper limit to the Repeat Failure Count. However, a Repeat Failure Count of four
(4) or more shall be deemed to be a Critical KPI Failure by the Supplier against the
relevant KPI.

The number of Service Points that shall accrue to the Supplier in respect of a

Measurement Period and for a KPI Failure that is a Repeat KPI Failure shall be
calculated as follows:
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SP=P+(P*RFC*0.5)
where:

SP = the number of Service Points that shall accrue for the relevant Repeat KPI
Failure;

P = the applicable number of Service Points for that KPI Failure as set out in
Annex 1 (as updated) depending on the performance level achieved; and

RFC = the Repeat Failure Count.
REMEDIES

Without prejudice to the Authority's other rights and remedies in this Agreement,
the Parties acknowledge and agree that Critical KPI Failures (including Repeat KPI
Failures at the level referred to at paragraph 6.4 above) and Unacceptable KPI
Failures represent a level of non-performance that would entitle the Authority to
invoke its termination rights set out in Clause 33.1(b) (Termination by the
Authority).

The Parties agree that Service Credits are a non-exclusive remedy, and shall be
without prejudice to any rights or remedies of the Authority under this Agreement
or at Law including any entitlement that the Authority may have to damages and/or
to terminate.

Once any necessary allocation of Service Points has been determined and made, the
Parties shall make the necessary adjustments to the next invoice to be raised by the
Supplier pursuant to Paragraph 9 (Service Credits - Reduction of Service Charges).
SERVICE CREDITS AND AMOUNT AT RISK

The maximum Service Credits which shall be payable by the Supplier in a Service
Period in respect of a failure to meet the relevant KPlIs, irrespective of the number
of Service Points accrued, shall not exceed the Service Credit Cap.

Service Credits shall be calculated by reference to the number of Service Points
accrued in any one Service Period and by reference to those KPIs for which the
Measurement Period ended in or at the end of that Service Period.

For each Service Period:

(@) the Service Points accrued shall be converted to a percentage deduction from
the Service Charges for the relevant Service Period; and

(b) the total Service Credits applicable in respect of the Service Period shall be
calculated in accordance with the following formula:

SC=TSP x X x AC
where:

SC is the total Service Credits for the relevant Service Period;
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TSP s the total Service Points that have accrued for the relevant Service Period;
X is 0.1%; and

AC is the total Services Charges payable for the relevant Service Period (prior to
deduction of applicable Service Credits).

The Authority shall use the Performance Monitoring Reports provided pursuant to
Part B, amongst other things, to verify the calculation and accuracy of the Service
Credits (if any) applicable to each Service Period.

SERVICE CREDITS - REDUCTION OF SERVICE CHARGES

This Paragraph 9 sets out the mechanism by which Service Credits are applied to
invoices.

Service Credits shall be calculated by reference to the number of Service Points
accrued in any one Service Period pursuant to the provisions of this Schedule.

The liability of the Supplier in respect of Service Credits shall be subject to
Clause 25.4(c) (Financial and other Limits) provided that, for the avoidance of
doubt, the operation of the Service Credit Cap shall not affect the continued accrual
of Service Points in excess of such financial limit in accordance with the provisions
of this Schedule.

Service Credits are a reduction of the Service Charges payable in respect of the
relevant Services to reflect the reduced value of the Services actually received and
are stated exclusive of VAT.

Service Credits shall be shown as a deduction from the amount due from the
Authority to the Supplier in the invoice for the Service Period immediately
succeeding the Service Period to which they relate.

KPI FAILURE - AUTHORITY CAUSE

If the Supplier fails to provide the Services in accordance with the Target
Performance Levels but can demonstrate that the Supplier Non-Performance would
not have occurred but for an Authority Cause then, subject to Clauses 31.2 and 31.4
the Supplier shall not be liable to accrue Service Credits in respect of that KPI Failure
but only to the extent the Supplier can demonstrate that the Supplier Non-
Performance was caused by the Authority Cause.

FORCE MAJEURE EVENT
The Authority shall not be entitled to receive Service Credits or withhold and retain

any of the Service Charges as Compensation for Unacceptable KPI Failure to the
extent that a KPI Failure has been caused by the Force Majeure Event.

OFFICIAL



1.1

1.2

OFFICIAL - SENSITIVE - COMMERCIAL

HMRC Standard Goods and Services Model Contract v1.0

PART B: PERFORMANCE MONITORING

PERFORMANCE MONITORING AND PERFORMANCE REVIEW

Within 10 Working Days of the end of each Service Period, the Supplier shall provide
a report to the Authority Representative which summarises the performance by the
Supplier against each of the applicable Target Performance Levels as more
particularly described in Paragraph 1.2 of this Part B (the “Performance Monitoring
Report”).

The Performance Monitoring Report shall be in such format as requested by the
Authority from time to time, but shall contain, as a minimum, the following
information:

Information in respect of the Service Period just ended

(@)

(b)

(c)

(d)

(e)

(f)

(g)

(h)
(i)

for each KPI the actual performance achieved over the Service Period and the
relevant Measurement Period which has just ended, and that achieved over the
previous three (3) relevant Measurement Periods;

a summary of all KPI Failures that occurred during or which have occurred by
the end of the Service Period;

the Severity Level of each KPI Failure which occurred during the Service Period
or by the end of it;

which KPI Failures remain outstanding and progress in resolving them;

for any Critical KPI Failures occurring during or by the end of the Service Period,
the cause of the relevant KPI Failure and the action being taken to reduce the
likelihood of recurrence;

the status of any outstanding Rectification Plan processes, including:

(i) whether or not a Rectification Plan has been agreed; and

(i1) where a Rectification Plan has been agreed, a summary of the
Supplier’s progress in implementing that Rectification Plan;

for any Repeat KPI Failures, actions taken to resolve the underlying cause and
prevent recurrence;

the number of Service Points awarded in respect of each KPI Failure;
the Service Credits (and any Compensation for Unacceptable Performance
Failure) to be applied, indicating the KPI Failure(s) to which the Service Credits

or Compensation for Unacceptable KPI Failure (as applicable) relate;

relevant particulars of any aspects of the Supplier’s performance which fail to
meet the requirements of this Agreement;
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(k)  such other details as the Authority may reasonably require from time to time;
Information in respect of previous Service Periods

(l)  arolling total of the number of KPI Failures that have occurred over or by the
end of the past six Service Periods, including any Repeat Failure Counts; and

(m) the amount of Service Credits that have been incurred by the Supplier over or
by the end of the past six Service Periods.

Performance Disputes

The Performance Monitoring Report shall be reviewed by the Authority including at
the next Performance Review Meeting held in accordance with Paragraph 1.4. The
Supplier acknowledges and agrees that the Authority may, whilst it considers the
Performance Monitoring Report, provide, acting reasonably and in good faith, its own
assessment of the Supplier's actual level of performance against a particular KPI. In
the event of any dispute or difference between the Supplier's assessment and the
Authority's assessment in respect of a KPI the Authority's assessment shall, for the
purposes of the calculation of the Supplier's level of actual performance in relation
to the relevant Measurement Period (and any associated remedies) prevail. However,
without prejudice to the foregoing, the Supplier shall be entitled to subsequently
escalate any such dispute or difference in accordance with the Dispute Resolution
Procedure.

The Parties shall attend meetings on a monthly basis (unless otherwise agreed) to
review the Performance Monitoring Reports. These meetings ("Performance Review
Meetings") shall (unless otherwise agreed):

(@) take place within 5 Working Days of the Performance Monitoring Report being
issued by the Supplier;

(b) take place at such location and time (within normal business hours) as the
Authority shall reasonably require (unless otherwise agreed in advance); and

(c) be attended by the Supplier Representative and the Authority Representative.

The Authority shall be entitled to raise any additional questions and/or request any
further information from the Supplier regarding any KPI Failure.

In addition to the requirements above and elsewhere in this Agreement to maintain
and provide appropriate documents and records, the Supplier shall provide to the
Authority such supporting documentation as the Authority may reasonably request
from time to time in order to verify the level of the performance of the Supplier.

PERFORMANCE VERIFICATION
The Authority reserves the right to verify any aspect of the Services and the

Supplier’s performance under this Agreement against the Target Performance Levels,
including by sending test transactions through the IT Environment or otherwise.
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The KPIs that shall apply to the Services are set out below:

Table 1 - KPIs

ANNEX 1: KPI’S

Method of Calculation

Target Performance | Target Performance Level | Service Points Critical KPI | Measurement Period
Level Achieved (Severity Level) Failure
Performance

Threshold
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PART IlI: KPI Specific Definitions

For the purposes of the table in Part | above only, the following terms shall have the following meanings:

Onboarding new banks and “Measured by exception” -

Incident Response and Resolution times -

TBA at first QBR -

There is an expectation that this 2 week requirement can be readily met by the
Service Provider. However, as the frequency and impact of this requirement is
yet to be fully realised, there is to be an initial waiving of this KPI from any
formal measuring and/or Service Credits regime. Within the contract life if
evidence arises that this requirement is not been met and has a material impact
on HMRC and/or the PSUs then, with appropriate notice, HMRC will look to
introduce proportionate Service Points, Service Credits against this KPI.

HMRC will adopt the Service Provider’s own Models in terms of Incident
Prioritisation, notifications and resolutions times. There is an expectation that
the Service Provider will deliver sufficiently detailed Management Information,
in a timely manner with regards to any incidents and incident management,
such that HMRC will have the capability and assurances to measure the Service
Providers delivery against its targets with respect to these requirements.

After the initial 3 months of service and/or at the first Quarterly Business
Review (QBR), HMRC will look to include proportionate Service Points against
the KPIs around Incident Management based on the performance observed
against the standards in the first 3 months of service.
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