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1 DEFINITIONS

In this Schedule 2.2 (Performance Levels), the following definitions shall apply:

“Attribution Process” has the meaning given in Paragraph 1.3 of
Part B (Performance Monitoring)

“Critical Failure Performance means, in respect of a KPI, the performance
Threshold” threshold of such KPI, the performance of the
Services above or below which would
determine the Severity Level of a particular
Performance Failure as set out in
Paragraph 1.7 of Part A (Performance
Indicators and Service Credits);

“Contract FTE” means a full-time equivalent Supplier
employee engaged in the performance of the
Services at the relevant time, on the basis of
seven and a half (7.5) hours per Working Day;

"Delivery Group" means a business group within the Authority's
operating model which is designated as such
by the Authority for the purposes of this
Agreement from time to time. The initial
Delivery Group for the purpose of this
Agreement is CSG;

“end user” or “HMRC end user” means any person authorised by the Authority
to use the Business Applications;

"Incident" means an unplanned operational event which
is affecting the end-user’s ability to use the
Service, or is affecting the normal operation or
quality of the service, in each case, as is raised
as an Incident ticket and allocated to a
Supplier assignment group in the ITSM Tool,
and excludes any Service Requests, Critical
Vulnerabilities or Critical Security Patches
raised as an incident by the Authority in the
ITSM Tool;

“Incident Resolution Initial KPIs” has the meaning given in the table entitled
“KPI1 2 Severity Level Thresholds for P4 and P5
Incidents” in Annex 1 (Key Performance
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“Incident Resolution KPI”

“ITSM Tool” or “HMRC’s ITSM
Tool”

“KBE Measure”

"KBE Notice" and "KBE End
Notice"

"Key Business Event" or “KBE”

“Major Failure Performance
Threshold”

“Minor Failure Performance
Threshold”

“NEET Persons”

Schedule 2.2 | Performance Levels

Indicators and Subsidiary Performance
Indicators) in respect of the Incident
Resolution KPI;

means KPI 2 (Incident Resolution Times), as
further described in Annex 1 (Key Performance
Indicators and Subsidiary Performance
Indicators);

has the meaning given in Schedule 2.1
(Services Description);

has the meaning given in Paragraph 3.10 of
Part A (Performance Indicators and Service
Credits);

has the meaning given at Paragraph 3.13 of
Part A (Performance Indicators and Service
Credits);

means an event designated as such by the
Authority from time to time;

means, in respect of a KPI, the performance
threshold of such KPI, the performance of the
Services above or below which would
determine the Severity Level of a particular
Performance Failure as set out in

Paragraph 1.7 of Part A (Performance
Indicators and Service Credits);

means, in respect of a KPI, the performance
threshold of such KPI, the performance of the
Services above or below which would
determine the Severity Level of a particular
Performance Failure as set out in

Paragraph 1.7 of Part A (Performance
Indicators and Service Credits);

means a person who has been identified, as at
the relevant time, as a person not in
education, employment or training, whether
by self-identification to the Supplier or
through their participation in programmes
targeted at such individuals;
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“NEET Recruitment Avenue”
“Patchable Software”
“Patch Compliance Report”

“Patch Management Policy”

"Performance Failure"

"Performance Monitoring
Report"

"Performance Review Meeting'

“Performance Thresholds”

"Priority 1" or “P1”

"Priority 2 " or “P2”

"Priority 3" or “P3”

Schedule 2.2 | Performance Levels

means an avenue for recruitment of NEET
Persons;

has the meaning given in Schedule 2.1
(Services Description);

has the meaning given in Schedule 2.1
(Services Description);

has the meaning given in Schedule 2.4
(Security Management);

has the meaning given in Paragraph 1.7 of
Part A (Performance Indicators and Service
Credits);

has the meaning given in Paragraph 1.1 of
Part B (Performance Monitoring);

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 1.6 of Part B
(Performance Monitoring);

means. in respect of a KPI, the Minor Failure
Performance Threshold, the Major Failure
Performance Threshold and the Critical Failure
Performance Threshold (as relevant), and
“Performance Threshold” means any of them;

has, in respect of an Incident or Problem (as
the case may be), the meaning given in the
Supplier Policies and Procedures Manual as at
the Effective Date;

has, in respect of an Incident or Problem (as
the case may be), the meaning given in the
Supplier Policies and Procedures Manual as at
the Effective Date;

has, in respect of an Incident or Problem (as
the case may be), the meaning given in the
Supplier Policies and Procedures Manual as at
the Effective Date;
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"Priority 4 " or “P4”

"Priority 5" or “P5”

“Priority Level”

“Problem”

"Repeat KPI Failure"

"Repeat SPI Failure"

"Repeat Failure Count

“Request for Change”

“Reverse Credits”

Schedule 2.2 | Performance Levels

has, in respect of an Incident or Problem (as
the case may be), the meaning given in the
Supplier Policies and Procedures Manual as at
the Effective Date;

has, in respect of an Incident or Problem (as
the case may be), the meaning given in the
Supplier Policies and Procedures Manual as at
the Effective Date;

means, in respect of an Incident or Problem,
one of Priority 1, Priority 2, Priority 3, Priority
4 or Priority 5;

has the meaning given in ITIL v4, as identified
by a Problem record in the ITSM Tool and
excluding any data fixes;

has the meaning given in Paragraph 5.1 of
Part A (Performance Indicators and Service
Credits);

has the meaning given in Paragraph 5.2 of
Part A (Performance Indicators and Service
Credits);

has the meaning given in Paragraph 5.3 of
Part A (Performance Indicators and Service
Credits);

has the meaning given in Schedule 2.1
(Services Description);

means, in respect of a Performance Indicator
to which they are specified to apply, the
negative Service Points which accrue if the
Supplier meets relevant Performance
Thresholds in respect of such Performance
Indicator, each as specified in Annex 1 (Key
Performance Indicators and Subsidiary
Performance Indicators) in respect of such
Performance Indicator, the treatment of which
is described in Paragraph 7.7;
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"Service Credit Cap"

"Service Level Package" or "SLP"

"Severity Levels"

“Service Request”

U

“Social Value Initiatives’

“SVI #”

Schedule 2.2 | Performance Levels

means the cap described at Paragraph 7.3 of
Part A (Performance Indicators and Service
Credits);

means the service level packages set out in the
Standard Service Level Model (being “High
Availability”, “Enhanced”, “Standard” and
“Minimum Packages”) that determine the
Target Performance Level and the Severity
Levels for each Performance Indicator (such
Target Performance Levels and Severity Levels
which are set out in this Schedule,
corresponding with the selected Service Level
Package);

means, for each Performance Indicator, the
bands or levels of performance falling below
the Target Performance Level which
determine the seriousness of the Supplier's
failure, as determined in accordance with the
tables in Annex 1 and which are further
described in Paragraph 1.7 of Part A
(Performance Indicators and Service Credits);
and

means a service request made through the
HMRC’s ITSM Tool, that may be a Standard
Service Request (as defined in Schedule 2.1
(Services Description)) or a non-Standard
Service Request;

Supplier’s initiatives to address the Social
Value Model in respect of this Agreement as
set out in Table 3 of Annex 1; and

means, in respect of a Social Value Initiative,
the Social Value Initiative, the identifier
number of such Social Value Initiative.
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PART A | PERFORMANCE INDICATORS AND SERVICE CREDITS

1

11

1.2

1.3

1.4

1.5

1.6

1.7

PERFORMANCE INDICATORS

Annex 1 to this Schedule 2.2 (Performance Levels) sets out the Performance Indicators
which the Parties have agreed shall be used to measure the performance of the
Services by the Supplier. The Target Performance Levels and Severity Levels which are
applicable to this Agreement and for each Performance Indicator are set out in this
Schedule and will depend upon and be determined by the Service Level Package which
has been selected by the Authority for the relevant Performance Indicator from time
to time in accordance with the Change Control Procedure and which applies at the
relevant time. The initial Service Level Package which has been selected for each
Performance Indicator shall be as determined by the Authority and set out in Part | of
Annex 1.

Performance Indicators are be broken down into Key Performance Indicators and
Subsidiary Performance Indicators, the Supplier's performance of and against which
the Parties have agreed will be measured.

Performance Indicators and Target Performance Levels and Severity Levels in relation
thereto will be set individually for each Delivery Group where relevant by reference to
the relevant Service Level Package.

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

Each Performance Indicator which relates to a Service shall, subject to Paragraph 2
(Incident Resolution KPIs) of this Part A (Performance Indicators and Service Credits) in
respect of the Incident Resolution KPI, apply and be measured from the relevant
Operational Service Commencement Date of the relevant Service(s) to which that
Performance Indicator relates (unless otherwise stated in Annex 1).

The Supplier shall monitor its performance of the Services against the Target
Performance Level for each Performance Indicator and shall send the Authority a
Performance Monitoring Report detailing the level of service and relevant level of
performance actually achieved by the Supplier against each Performance Indicator in
the relevant Measurement Period in accordance with the provisions of PartB
(Performance Monitoring) of this Schedule 2.2 (Performance Levels).

The Target Performance Level is the minimum standard of performance which is
required by the Authority. A "Performance Failure" will have occurred where 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 and to not meet or exceed the
Minor KPI Failure Threshold. Performance Failures are further divided into the
following Severity Levels:
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Schedule 2.2 | Performance Levels

(a) a "Minor KPI Failure" or "Minor SPI Failure" will have occurred where the
Supplier fails to provide any part of the Services to a level which meets or
exceeds the Target Performance Level for the relevant Performance Indicator,
and the relevant Minor Failure Performance Threshold is met;

(b) a "Major KPI Failure" or "Major SPI Failure" will have occurred where the
Supplier fails to provide any part of the Services to a level which meets or
exceeds the Target Performance Level for the relevant Performance Indicator,
and the relevant Major Failure Performance Threshold is met;

(c) a "Critical KPI Failure" will have occurred where the Supplier fails to provide
any part of the Services to a level which meets or exceeds the Target
Performance Level for the relevant Performance Indicator and the Critical
Failure Performance Threshold (if any) is met. It is acknowledged and agreed
by the Supplier that the Critical Failure Performance Threshold level has been
set for the most critical of the Services and Performance Indicators, and
represents a level of non-performance by the Supplier which would represent
a serious Performance Failure.

1.8 The Parties acknowledge and agree that not every Performance Indicator has each
Severity Level associated with it. The Parties further acknowledge and agree that no
Key Performance Indicator shall be modelled in a way which only has a Critical Failure
Performance Threshold. For example, a Key Performance Indicator may have a Minor
Failure Performance Threshold and a Critical Failure Performance Threshold attributed
to it, but not a Critical Failure Performance threshold only.

1.9 If the Supplier fails to measure or report on a Performance Indicator in accordance
with the requirements placed upon it by Part B (Performance Monitoring) of this
Schedule 2.2 (Performance Levels), then other than where such failure is due to the
Authority not having configured the HMRC’s ITSM Tool to capture the information
required for such reporting (which, as at the Effective Date, is in respect of “Incident
Management” and “Problem Management” Performance Indicators), the Supplier
shall be deemed to have failed to meet the Target Performance Level for the relevant
Performance Indicator in the relevant Measurement Period, unless the Authority
otherwise agrees in writing. For the purposes of Paragraph 4 below, Service Points
shall accrue to the Supplier in respect of that deemed Performance Failure and
following the relevant Service Period at the highest available level associated with that
Performance Indicator.

1.10 Service Points, and therefore Service Credits, shall accrue for any KPI Failure which
occurs in the relevant Measurement Period and shall be calculated in accordance with
Paragraphs 4, 5 and 6 of this Part A (Performance Indicators and Service Credits).
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Schedule 2.2 | Performance Levels

1.11 Service Points do not accrue for any SPl Failure which occurs in the relevant
Measurement Period, however the relevant Subsidiary Performance Indicator shall be
monitored and reported on in accordance with Part B (Performance Monitoring) of
this Schedule 2.2 (Performance Levels).

1.12 Notwithstanding any other provision of this Agreement, any Performance Indicators
which are indicated as optional or a placeholder in Annex 1 (Key Performance
Indicators and Subsidiary Performance Indicators) shall not apply until the Parties have
agreed in writing that the Performance Indicator shall apply.

2 INCIDENT RESOLUTION KPIS

2.1 In respect of the Incident Resolution KPI, the Parties shall implement any agreed
changes in accordance with the Change Control Procedure to the Target Performance
Levels and Failure Thresholds for P4 and P5 Incidents, as set out in KPI 2 below, if the
following two (2) conditions apply:

(a) during the monthly Operational Board meetings attended by the Authority and
the Supplier it is demonstrated, using the standard performance reporting data
extracted from the ITSM Tool, that the Supplier has consistently met a higher
threshold of performance than the Target Performance Level for either, or
both, P4 and P5 Incidents over a continuous period of six (6) months; and

(b) the Supplier and Authority agree that new Target Performance Levels and
Failure Thresholds can be introduced and implemented via the Change Control
Procedure within an agreed timescale.

The Parties agree that where changes are implemented in accordance with this
Paragraph 2.1, there shall be no uplift in costs payable by the Authority in respect of
any such changes or the activities undertaken in accordance with this Paragraph 2.1.

2.2 The Authority and the Supplier shall work together in good faith to carry out service
improvement activities, utilising tooling in use in the IT Environment and Authority
and Supplier personnel, in order to reduce the volumes of Incident tickets to be
resolved by the Supplier. These activities will include:

(a) identification of tickets which should be logged as Service Requests;
(b) creation of Service Requests which can be raised by users instead of Incidents;

(c) creation of reporting, dashboards and alerting functionality as reasonably
requested by the Supplier to increase efficiencies in the management of
Incidents; and

(d) improving the quality of information captured during the initial logging of
Incidents, using items such as knowledge articles, proformas and other items
which may improve Incident management.
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3.1

3.2

3.3
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CREATION, MODIFICATION, PROMOTION AND DEMOTION OF PERFORMANCE
INDICATORS AND KEY BUSINESS EVENTS

Without prejudice to the rules on promotion and demotion below, new Performance
Indicators for existing Services may only be added to the Agreement through the
Change Control Procedure. Where a new Service is introduced to this Agreement
through the Change Control Procedure, appropriate Performance Indicators, Target
Performance Levels, Major Failure Performance Thresholds and Critical Failure
Performance Thresholds may either be proposed by the Authority or failing that, shall
be proposed by the Supplier (acting reasonably and in good faith in accordance with
Good Industry Practice) as part of its Impact Assessment in relation to the relevant
proposed Change (and, so far as possible, taking an approach which is commensurate
with the nearest equivalent Performance Indicator(s) already in existence under the
Agreement and the best equivalent level which is otherwise available in the market at
the relevant time). Such proposed details will be agreed and documented at the same
time that the new Service is agreed and documented. Unless otherwise agreed in
writing by the Authority, the Supplier shall not be entitled to invoice for any relevant
Service Charges for any new Service until the Performance Indicators, Target
Performance Levels, Major Failure Performance Thresholds and Critical Failure
Performance Thresholds which are agreed to apply to the same have been defined,
agreed and documented.

Once Performance Indicators, Target Performance Levels, Minor Failure Performance
Thresholds, Major Failure Performance Thresholds and Critical Failure Performance
Thresholds and Severity Levels have been defined, agreed and documented for a new
Service in accordance with Paragraph 3.1 above, the Supplier shall be entitled to
invoice the Authority in respect of its provision of the new Service from the date on
which the new Service commenced. Any such invoice shall take account of and include
any Service Credits which would have accrued to the Authority had the new
Performance Indicators, Target Performance Levels and Severity Levels (which have
been agreed in respect of the relevant Service) been agreed and applicable from and
including the date on which the new Service commenced (including deemed failures
as provided for in Paragraph 1.9 above).

The Authority may remove a Performance Indicator at its sole discretion at any time
by giving notice to the Supplier. Such notice and removal will take effect from the end
of the relevant applicable Measurement Period or, if sooner, the date following thirty
(30) days from the date of the notice (or such other time, if any, as may be specified
by the Authority in the relevant notice). The consequence of such removal by the
Authority shall be that the removed Performance Indicator will no longer be applicable
to future or existing Services and any Service Points which may have been attributed
to such a removed Performance Indicator may be re-allocated by the Authority
amongst the remaining Performance Indicators in accordance with Paragraph 4.5
below save that such re-allocation may happen at any time in line with, and shall take
effect at the same time as, the removal of the relevant Performance Indicator.
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3.4  Without prejudice to the ability of the Authority to select between different Service
Level Packages in accordance with Paragraph 1.1 (Performance Indicators) and/or any
changes in accordance with Paragraphs 3.8 and 3.12 below Target Performance Level,
Major Failure Performance Threshold, Critical Failure Performance Threshold, and/or
a Severity Level may only be changed as a result of the application of:

(a) the Change Control Procedure;

(b) the continuous improvement requirements set out in Clause 8 of this
Agreement which will be addressed through the Change Control Procedure;

(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; or

(d) an adjustment under Paragraphs 3.8 and 3.12 below to reflect the designation
by the Authority of a Key Business Event.

35 Any KPI may, at any time, be demoted by the Authority to an SPI at the sole discretion
of the Authority and by sending written notice to the Supplier. Any such demotion
shall take effect from the end of the relevant applicable Measurement Period or, if
sooner, the date falling thirty (30) days from the date of the relevant notice (or such
other time, if any, as may be specified by the Authority in the relevant notice) . Where
a KPl'is demoted to a SPI, Service Points shall no longer accrue where the Supplier fails
to meet or exceed the Target Performance Level in respect of such Performance
Indicator. All other attributes (including the relevant Target Performance Level and
Severity Levels) of the KPI shall remain unaffected. Any Service Points which may have
been attributed to such a demoted KPI may be re-allocated by the Authority amongst
the remaining Performance Indicators in accordance with Paragraph 4.5 below, save
that such re-allocation may happen at any time and in line with, and shall take effect
at the same time as, the demotion of the relevant KPI.

3.6 Subject to the remaining provisions of this Paragraph 3.6, and without prejudice (and
in addition) to Paragraph 3.7 below, a SPI may be promoted to a KPI at the sole
discretion of the Authority by sending written notice to the Supplier at least one
relevant Measurement Period in advance of any such promotion. The promotion of
an SPI to a KPI shall take effect at the start of the next Measurement Period to
commence for that promoted SPI following service of notice in writing by the Authority
in accordance with this Paragraph 3.6. The Parties agree that:

(a) no more than one (1) SPI can be promoted to a KPI in any one Measurement
Period (where relevant, in respect of any one Delivery Group) but without
prejudice and in addition to any promotion under Paragraph 3.7 below;
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3.7

3.8

3.9

3.10
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(b) no promoted KPl can be demoted to an SPI for three (3) full relevant
Measurement Periods (commencing with the first Measurement Period to
occur for the new KPI following service of notice in writing by the Authority in
accordance with this Paragraph 3.6);

(c) promoted KPlIs shall be liable to accrue Service Points in accordance with the
provisions of Paragraph 4 (and the Authority may in the notice of promotion
confirm how Service points are to be allocated to the relevant promoted KPI
and, where relevant, moves from other KPIs); and

(d) to the extent that it does not already have one, the Authority may designate
the Major Failure Performance Threshold(s) and/or Critical Failure
Performance Threshold(s) which will apply to the newly promoted KPI,
provided that where such designation requires the implementation of new
measures by the Supplier, the thresholds and their corresponding impact shall
be agreed via the Change Control Procedure.

In addition to any promotion under Paragraph 3.6 above, the Authority shall be
entitled to promote a SPI to a KPlI when the SPI has accrued a Repeat SPI Failure (as
further outlined in Paragraph 5). Where the relevant SPI is promoted to a KPI (which
shall be conducted in accordance with Paragraph 3.6), the Repeat Failure Count which
applied to the SPI shall be reset to zero (0) (i.e. as if there had been no preceding
Performance Failure in respect of the newly promoted KPI).

The Parties are committed to ensuring that certain business critical, public-facing
business processes or events operate effectively so that the Authority's reputation is
protected and have therefore agreed to focus more management attention on these
in the form of Key Business Events. Therefore, the Parties shall agree, introduce,
monitor and measure KBEs in accordance with the arrangements set out in
Paragraphs 3.9 to 3.14 below.

On an annual basis, the Authority shall select up to ten (10) KBEs to be measured and
monitored. The Authority shall nominate the ten (10) KBEs by the 31 January
immediately preceding the beginning of the tax year (which commences on 6 April
each year) in which they are to operate. KBE Measures for each KBE, and any
corresponding impact on the Services or Charges, will be agreed no less than six (6)
weeks in advance of the beginning of that KBE.

The “KBE Measures” for a KBE are reporting metrics of the KBE against which the
Authority requests the Supplier to report, which will include objective measures of
activities which are important in ensuring the attainment of the Authority’s business
objectives, but which may not relate to the Supplier’s performance of this Agreement
and which are not Performance Indicators under this Agreement. Any adjustments to
the Performance Indicators during a KBE shall be made in accordance with
Paragraph 3.12 of this Part A (Performance Indicators and Service Credits) of this
Schedule 2.2 (Performance Levels).
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3.12

3.13

3.14

4.1

4.2
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The Parties shall further develop the KBE Measures of KBEs in the following category:
objective measures in the form of mechanically measurable sets of success criteria
linked into the Authority's business objectives.

The Parties recognise that for certain KBEs, adjustments may need to be made to the
Performance Indicators during a KBE and outside of the process described in
Paragraph 3.9. Any adjustments will be agreed in advance of their application during
the KBE and managed by the Authority in accordance with this Schedule 2.2
(Performance Levels) and, where necessary, via the Change Control Procedure.

The Authority on occasion may declare a new KBE to meet with the Authority’s
business critical responsibilities. The Authority may at any time give reasonable notice
in writing to the Supplier to declare that a particular event relating to the business of
the Authority is a Key Business Event ("KBE Notice"), following which the Parties shall
agree through the Change Control Procedure any KBE Measures or adjustments which
will apply during such KBE by a reasonable period (taking into account the nature of
the Authority and the relevant requirements of the KBE) in advance of its
commencement. Such KBE Notice may include:

(a) the date on which the KBE will take effect;
(b) the end date of the KBE; and
(c) the relevant duration of which any agreed adjustments will apply.

In the event that the Authority serves a KBE Notice on the Supplier in accordance with
Paragraph 3.13 above, the Supplier agrees that the relevant adjustments shall apply
to this Agreement for any duration set out in the notice or, if no such duration is
specified, until the Authority provides a further notice in writing to the Supplier
confirming that the relevant Key Business Event has ended and the relevant
adjustments are no longer required ("KBE End Notice"). The KBE End Notice shall take
effect meaning that the relevant adjustments shall (without prejudice to any Changes
to the Agreement which may have been agreed between the Parties following the
service of the relevant KBE Notice) cease to apply for the purposes of this Agreement
no sooner than twenty (20) Working Days from the date of the relevant KBE End
Notice.

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 Key Performance Indicator, no
Service Points shall accrue to the Supplier in respect of that Key Performance Indicator.

If the level of performance of the Supplier during a Measurement Period is below the
Target Performance Level in respect of a Key Performance Indicator, Service Points
shall accrue to the Supplier in respect of that Key Performance Indicator as set out in
Annex 1 (and as such points may be adjusted in accordance with this Schedule).
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4.3

4.4

4.5
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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 Schedule and the Agreement) depending
on whether the KPI Failure is a Minor KPI Failure, a Major KPI Failure or a Critical KPI
Failure, unless the KPI Failure is a Repeat KPI Failure in which case the provisions of
paragraph 5 shall also apply. For the avoidance of doubt, where a KPI only has Service
Points associated with a Minor KPI failure and/or a Major KPI Failure, then in the event
of a Critical KPI Failure against that KPI, Service Points shall still accrue to the Supplier,
and at the highest available amount associated with that KPI.

It is acknowledged and agreed that the total number of Service Points that may be
allocated across all KPIs for a Delivery Group shall not exceed one hundred and fifty
(150). In calculating this figure, the Service Points that are deemed to be allocated to
any one KPI shall be the maximum Service Points that can be awarded in respect of a
Performance Failure relating to that Key Performance Indicator. Annex 1 to this
Schedule sets out the initial allocation of Service Points across the KPIs and shall be
updated from time to time in accordance with the provisions of this Schedule 2.2
(Performance Levels).

Example: if, for a particular KPI, a Minor KPI Failure is allocated ten (10) Service Points
and a Major KPI Failure is allocated twenty (20) Service Points, the total Service Point
allocation to that KPI for the purposes of this paragraph (and assessing the amount
from the total mentioned above which is allocated to that KPI) would be twenty (20).

The Authority shall be entitled to redistribute Service Points between KPIs (including
newly promoted KPIs and from demoted or removed KPIs) at its sole discretion by
giving at least one (1) months' notice in writing to the Supplier without prejudice to
any time periods applicable under Paragraph 3.3, 3.5 or 3.6 above but without having
to follow the Change Control Procedure, subject to the following restrictions:

(a) the maximum number of Service Points that can be allocated to any one (1)
single KPI is thirty (30) (without prejudice to the application of Paragraph 5
below in relation to Repeat Failures);

(b) no more than sixty (60) Service Points can be reallocated across all of the KPls
in any one Measurement Period (save for any reallocation as a result of a
promotion under Paragraph 3.7 above and/or as a result of a Key Business
Event as described at Paragraphs 3.8 and 3.14 above)

(c) any such reallocation shall take effect at the start of the next Measurement
Period for the relevant KPIs commencing at least one (1) month following
service of notice in writing by the Authority in accordance with this Paragraph
4.5; and
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4.6

51

5.2

53
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(d) the total Service Points allocated cannot (without prejudice to the application
of Paragraph 5 below) exceed the limit specified in Paragraph 4.4, although not
all Service Points need to be allocated at all times (For example only and
without prejudice to the formality of this section, a KPI which is measured on
a monthly basis may have ten (10) Service Points deducted from it and moved
to a KPI which is measured on a quarterly basis. As the KPlI measured on a
quarterly basis is on a different measurement cycle to the monthly KPI, those
Service Points will not be relevant for accrual until the end of the relevant
quarterly Measurement Period). Any unallocated Service Points are available
to be allocated by the Authority in addition to the limit specified in Paragraph
4.5(b).

For the avoidance of doubt:

(a) Service Points will be accrued by the Supplier in relation to each Delivery
Group, based on the relevant Performance Failures which have occurred
against the Performance Indicators for that Delivery Group; and

(b) Service Points (and accordingly Service Credits) shall be accrued cumulatively
by the Supplier where relevant across the Delivery Groups (and for each KPI
against which there is a relevant Performance Failure). Service Credits and
Service Points accrued by the Supplier for all Performance 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 Key Performance Indicator in any two
consecutive Measurement Periods, the second and any consecutively subsequent
such KPI Failure of the same Key Performance Indicator shall be a "Repeat KPI Failure".
For the avoidance of doubt, the same event crossing multiple Measurement Periods
shall not constitute a Repeat KPI Failure.

If a SPI Failure occurs in respect of the same Subsidiary Performance Indicator in any
two or more consecutive Measurements Periods, the second and any consecutively
subsequent SPI Failure of the same Key Performance Indicator shall be a "Repeat SPI
Failure". The Supplier shall track and report on the current number of sequential
Repeat SPI Failures for each Subsidiary Performance Indicator.

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).
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The Repeat Failure Count shall be a count of the number of sequential Repeat KPI
Failures (being failures to meet the relevant Target Performance Levels). The severity
of the Performance Failure shall be irrelevant to the Repeat Failure Count. Any Minor
KPI Failures, Major KPI Failures and Critical KPI Failures shall each be counted as one
increment of the Repeat Failure Count.

When, in a Measurement Period, a KPl 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.

In addition to the Service Points incurred via a Performance Failure for any particular
month, repeat failures will incur additional Service Points with an additional 50% of
the current month's relevant points for the duration of any failures. Such repeat failure
calculations will only apply to an individual Performance Indicator i.e. failures for one
Performance Indicator will not cause a repeat failure for other Performance Indicator.
Accordingly, 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:

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 whether the relevant Repeat KPI Failure is
a Minor KPI Failure, a Major KPI Failure or a Critical KPI Failure and the
applicable Service Level Package; and

RFC = the Repeat Failure Count.

Example Repeat KPI Failure

For example, for a Service Level with Service Points of 15 (minor) and 20
(major):

Month 1: Minor Service Level Failure = 15 Service Points

Month 2: Minor Service Level Failure = 22.5 Service Points
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(15 + 15/2 x 1 repeat failure month)

Month 3: Major Service Level Failure = 40 Service Points

(20 + 20/2 x 2 repeat failure months)

Month 4: Minor Service Level Failure = 37.5 Service Points

(15 + 15/2 x 3 repeat failure months)

Month 5: No Service Level Failure for that Service Level = O Service
Points

REMEDIES

Without prejudice to the Authority's other rights and remedies in this Agreement, the
Parties acknowledge and agree that Critical KPI Failures and Repeat KPI Failures (at the
level referred to at Paragraph 5.6 above) represent a level of non-performance that
would entitle the Authority to invoke its termination rights set out in Clause 34.1(b)of
this Agreement.

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.

The provisions of Clause 32 of this Agreement shall apply in respect of any failure by
the Supplier to provide the Services in accordance with the Target Performance Levels
which would not have occurred but for an Authority Cause.

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 Schedule 7.1 (Charges and Invoicing).

SERVICE CREDITS AND AMOUNT AT RISK

Schedule 7.1 (Charges and Invoicing) sets out the mechanism by which Service Credits
are applied to invoices.

The maximum Service Credits which shall be payable by the Supplier in respect of a
and the relevant Key Performance Indicators relating to a particular Delivery Group,
irrespective of the number of Service Points accrued, shall not exceed the Service
Credit Cap.
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7.3 The Service Credit Cap shall be, for any Delivery Group 15% of the monthly Service
Charges for the Services for that Delivery Group, excluding any Charges for Projects.
For the avoidance of doubt, the operation of a Service Credit Cap shall not affect the
continued accrual of Service Points where relevant in accordance with the provisions
of this Schedule 2.2 (Performance Levels) (for the purposes of calculating whether
certain thresholds within this Agreement have been reached).

7.4 Service Credits for a Delivery Group shall be calculated by reference to the number of
Service Points accrued in any one Service Period in relation to that Delivery Group and
by reference to those Key Performance Indicators for which the Measurement Period
ended in or at the end of that Service Period.

7.5 For each Service Period:

(a) 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 for a Delivery Group in respect of the Service
Period shall be calculated in accordance with the following formula:

SC=TSP x X x AC x SCC
where:

SC is the total Service Credits for the relevant Service Period for the
Delivery Group;

TSP is the total Service Points that have accrued for the relevant
Service Period for the Delivery Group;

X is 1%;

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

SCC is the Service Credit Cap percentage (15%)

7.6 The Authority shall use the Performance Monitoring Reports provided pursuant to
Part B (Performance Monitoring), amongst other things, to verify the calculation and
accuracy of the Service Credits (if any) applicable to each Service Period.
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In respect of any Performance Indicator to which “Reverse Credits” are specified to
apply in Annex 1, such Reverse Credits accrue as negative Service Points which may be
applied by the Supplier to offset against any Service Points accrued in respect of any
Performance Failures during the next and subsequent Measurement Period(s),
provided that any accrued Reverse Credits shall expire (such that they are not be
capable of offsetting accrued Service Points) twelve (12) months from the end of the
Measurement Period in which they accrued.

It is acknowledged and agreed that, where in accordance with this Schedule, a change
is made to the Performance Indicators without needing to go through the Change
Control Procedure, including (but not limited to) a change in the allocation of Service
Points and/or the promotion or demotion of a SPI or KPI, the Authority may issue a
revised version of Annex 1 reflecting such changes and that version shall, as between
the Parties, apply for the purposes of this Schedule 2.2 (Performance Levels) from that
point.

SOCIAL VALUE INITIATIVES

Without prejudice to Clause 13 (Change), but notwithstanding any other provision in
this Agreement, in undertaking the Social Value Initiatives, the Supplier shall comply
with the Laws that apply to it, and no provisions relating to the Social Value Initiatives
shall apply if they, or their manner of delivery or reporting against their fulfilment, are
inconsistent with the Supplier’s obligations under applicable Law. The Supplier shall
notify the Authority if it considers that any provisions relating to the Social Value
Initiatives, or their manner of delivery or reporting against their fulfilment, are
inconsistent with the Supplier’s obligations under applicable Law, in which case the
Parties shall work together to agree such changes to the Social Value Initiatives as are
necessary for compliance with applicable Law, both acting reasonably. Any variations
to the Social Value Initiatives agreed in accordance with this Paragraph 8.1 shall be
implemented in accordance with the Change Control Procedure.

The reporting of Social Value Initiatives is set out in Schedule 8.2 (Reports and
Records), provided that under no circumstances will the Supplier be required to
disclose any Personal Data or other information specific to any member of Supplier
Personnel, and all reporting will be conducted on an aggregated, anonymised basis
within the requirements of applicable Laws.
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PART B | PERFORMANCE MONITORING

1 PERFORMANCE MONITORING AND PERFORMANCE REVIEW

1.1  Within ten (10) Working Days of the end of each Service Period, the Supplier shall
provide:

(a) 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 (Performance
Monitoring) (the “Performance Monitoring Report”).

(b) a report created by the Supplier to the Authority’s senior responsible officer
which summarises the Supplier’s performance over the relevant Service Period
as more particularly described in Paragraph 1.3 (the “Balanced Scorecard
Report”).

The Supplier shall carry out and show the performance monitoring and performance

review individually for each Delivery Group. The method of performance reporting for

each Delivery Group in accordance with this Part B (Performance Monitoring) shall be
in such format (and using such tools) as the Authority may reasonably request from
time to time.

1.2 The Performance Monitoring Report shall be in such format as reasonably requested
by the Authority from time to time, but shall contain, as a minimum, the following
information, provided that the Authority has completed its configuration activities in
HMRC’s ITSM Tool to be able to capture the information required for such reporting:
Information in respect of the Service Period just ended
(a) for each Key Performance Indicator and Subsidiary Performance Indicator, the

actual performance achieved over the Service Period (where this can be
calculated for the relevant Performance Indictor if the Measurement Period is
not the same as the Service Period) and the relevant Measurement Period
which has just ended, and that achieved over the previous three (3) relevant
Measurement Periods;

(b) a summary of all Performance Failures that occurred during or which have
occurred by the end of the Service Period;

(c) the Severity Level of each Performance Failure which occurred during the
Service Period or by the end of it;

(d) which Performance Failures remain outstanding and progress in resolving
them;
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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 in respect of any
Performance Failures, including:

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

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

for any Repeat KPI Failures and/or Repeat SPI 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 to be applied, indicating the KPI Failure(s) to which the
Service Credits relate;

relevant particulars of any aspects of the Supplier’s performance which fail to
meet the requirements of this Agreement;

such other details as the Authority may reasonably require from time to time;

Information in respect of previous Service Periods

(1

(m)

a rolling total of the number of Performance Failures that have occurred over
or by the end of the past six (6) Service Periods, including any Repeat Failure
Counts; and

the amount of Service Credits that have been incurred by the Supplier over or
by the end of the past six (6) Service Periods.

1.3 If the Supplier reasonably considers that an event or circumstance which may
adversely impact the calculation of a Performance Indicator:

(a)

(b)

would not have occurred but for the acts or omissions of the Authority or any
Other Supplier, or the behaviour of any systems or software outside of the
Supplier’s control; or

has been raised solely in respect of functionality that is performing in
accordance with the documented functionality for the relevant application so
as to meet the Supplier's obligations under this Agreement,
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then as part of its Performance Monitoring Report the Supplier shall be entitled to
submit a mitigation request (with evidence) to exclude the relevant Incident, Problem
or other event that is measured by the impacted Performance Incident from the
measurement of the impacted Performance Indicator. If the Authority, acting
reasonably, agrees to such request, then such Incidents will be excluded from the
measurement of impacted Performance Indicators (such process in this Paragraph 1.3
the “Attribution Process”).

1.4  The Balanced Scorecard Report shall be presented in the form of a point-in-time
snapshot report uploaded to the Virtual Library and, as a minimum, shall contain a
high level summary of the Supplier’s performance over the relevant Service Period of
the specific measures that the Parties shall agree in writing as part of Transition,
including details of the following in relation to those measures so agreed (as relevant):

(a) financial indicators;

(b) the Target Performance Levels achieved;

(c) behavioural indicators;

(d) performance against its obligation to pay its Sub-contractors within thirty

(30) days of receipt of an undisputed invoice;

(e) performance against its obligation to pay its Unconnected Sub-
contractors within sixty (60) days of receipt of an invoice;

(f) Milestone trend chart, showing performance of the overall programme;

(g) sustainability and energy efficiency indicators, for example energy
consumption and recycling performance; and

(h) Social Value (as applicable).

Performance Disputes

1.5 The Performance Monitoring Report and the Balanced Scorecard Report shall be
reviewed by the Authority including at the next Performance Review Meeting held in
accordance with Paragraph 1.5. 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 Performance Indicator. In the event of any dispute
or difference between the Supplier's assessment and the Authority's assessment in
respect of a Performance Indicator 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 remaining dispute or difference to the Operational Performance Board in
accordance with Schedule 8.1 (Governance).
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The Parties shall attend meetings on a monthly basis (unless otherwise agreed) to
review the Performance Monitoring Reports and the Balanced Scorecard Reports.
These meetings ("Performance Review Meetings") shall (unless otherwise agreed):

(a) take place within five (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 Performance 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 require in
order to verify the level of the performance of the Supplier after each Operational
Service Commencement Date.

The Supplier shall ensure that the Performance Monitoring Report, the Balanced
Scorecard Report (as well historic Performance Monitoring Reports and historic point-
in-time snapshots of Balance Scorecard Reports) and any variations or amendments
thereto, any reports and summaries produced in accordance with this Schedule and
any other document or record reasonably required by the Authority are available to
the Authority on-line in the Virtual Library and are capable of being printed.

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.
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ANNEX 1 | KEY PERFORMANCE INDICATORS AND SUBSIDIARY
PERFORMANCE INDICATORS

PART I: SERVICE LEVEL PACKAGE

Introduction

All Performance Indicators apply to the Business Applications within the scope of this
Agreement. The table below specifies (i) the SLP which is to be used for each relevant Business
Application, and sets out service exceptions to the treatment of P3, P4 and P5 Incidents (KPI

2); and (ii) the corresponding Supported Hours for KPI 1 (Availability) and KPI 2 (Incident
Resolution) only.

Service Level Package selections
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PART II: KEY PERFORMANCE INDICATORS AND SUBSIDIARY PERFORMANCE INDICATORS
TABLES

The Key Performance Indicators and Subsidiary Performance Indicators that shall apply to the
Services and relevant Delivery Groups are set out below:

Table 1 - Key Performance Indicators
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The relevant SLP for this KPI 1 (Availability) that has been selected for each Business
Application under this Agreement is as set out in Part | (Service Level Package) of this
Annex 1.
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Table 2 - Subsidiary Performance Indicators
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TABLE 3 — Social Value Indicators (SVIs)
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