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1. PURPOSE OF THIS SCHEDULE

1.1 This Schedule 5.1 (Charging and Invoicing) sets out the provisions relating to:

1.1.1 key charging principles;

1.1.2 Milestone Payments;

1.1.3 Service Charges;
1.1.4 Charges for Changes and Future Services;
1.1.5 Bounded Mechanisms for Changes to FITS Services and Future Services;
1.1.6 Deferred Shareholder Fund;

1.1.7 Service Credits;
1.1.8 saving share; 
1.1.9 Certification of Costs; and

1.1.10 invoicing.
2. Key charging principles

2.1 Other than as expressly stated in this Agreement, the WAN and LAN Supplier is not entitled to any form of payment in addition to, or any amendment to, the Charges, whether as a result of increased costs, expenses, risks or any other matter.

2.2 The Charges set out or referred to in this Schedule 5.1 (Charging and Invoicing) are the only charges that the WAN and LAN Supplier can charge for the provision of the WAN and LAN Services. No additional fees, charges or expenses shall be payable by the Customer Authority to the WAN and LAN Supplier in addition to those set out or referred to in this Schedule 5.1 (Charging and Invoicing).

2.3 The WAN and LAN Supplier shall make available to the Customer Authority its estimations and projections of future costs and charges and its records and accounts of all actual costs and charges relating to the WAN and LAN Services in accordance with the financial transparency requirements referred to in Paragraph 2.4.  

2.4 The WAN and LAN Supplier shall comply with the following financial transparency requirements:

2.4.1 Schedule 5.4 (Financial Model); and
2.4.2 Paragraph 11 (Certification of Costs).
2.5 Any variation to the Charges shall only apply if agreed in writing and in advance in accordance with the Change Control Procedure.

2.6 If the WAN and LAN Supplier fails to comply with paragraph 7 (Payments Schedule) of Schedule 5.4 (Financial Model), the Customer Authority reserves the right to withhold payment of any Charges due and payable under this Agreement.

2.7 All Charges set out in this Schedule 5.1 (Charging and Invoicing)  are exclusive of VAT.

2.8 Indexation shall not apply to any Charges under this Agreement.
3. Milestone Payments
3.1 On the issue of Milestone Achievement Certificates in relation to a Milestone the WAN and LAN Supplier will be entitled to invoice the Customer Authority in accordance with Paragraph 12 of this Schedule 5.1 (Charging and Invoicing)  in respect of the Charges associated with that Milestone as set out below:
3.1.1 Milestones referred to in the "Milestone Charges" workbook that are Achieved through Approval of Documentary Deliverables;
(1)
may include Forecast Profit; and

(2)
are not reclaimable under Clause 47.5;

3.1.2 Milestones referred to in the “Milestone Charges” workbook other than those Milestones referred to in Paragraph 3.1.1.

(1)
may not include any element of profit for ATP and SCD milestones;

(2)
may include Forecast Profit for CPP Milestones (such CPP Milestones to be linked in the Financial Model to any related SCD/ATP Milestones); and

(3) 
are reclaimable under Clause 47.5.
3.2 In respect of the Milestones referred to in paragraph 3.1, a Milestone Achievement Certificate will be issued in accordance with Clause 5.1 and Schedule 4.1 (Transition, Delivery and Acceptance Requirements).
3.3 If any Milestone is not Achieved by its associated Milestone Date then, where this Schedule 5.1 (Charging and Invoicing) identifies the payment of Delay Payments in respect of such Milestone, Delay Payments will be applied in accordance with Paragraph 4 of this Schedule 5.1 (Charging and Invoicing).

3.4 The Charges associated with any Milestones identified in paragraph 3.1.2 are reclaimable under Clause 47.5 and the WAN and LAN Supplier shall be required to repay to the Customer Authority the Charges associated with such Milestones under the circumstances set out in Clause 47.5.
3.5 In respect of the Milestones referred to in Paragraph 3.4, the WAN and LAN Supplier:

3.5.1 warrants that no Charges associated with such Milestones (other than Charges for CPP Milestones) contain any element of Forecast Profit (including any element of Forecast Profit in overhead recovery);

3.5.2 shall recover any Forecast Profit relating to such Milestones solely through Milestone Payments which relate to CPP Milestones; and

3.5.3 agrees that, if the WAN and LAN Supplier recovers Forecast Profit through the Charges associated with such Milestones, those Charges shall be reduced by a sum equal to such recovered profit and the WAN and LAN Supplier shall:
3.5.3.1 reduce any invoice relating to such Charges (or, if such Charges have been paid by the Customer Authority, reduce any later invoice) by such sum; or

3.5.3.2 issue a credit note to the Customer Authority for such sum which shall be repayable by the WAN and LAN Supplier as a debt.

3.6 If the WAN and LAN Supplier is required to reduce any invoice or issue any credit note to the Customer Authority in accordance with Paragraph 3.5, then the Customer Authority may agree to the recovery of such element of Forecast Profit through a Milestone Payment which relates to an appropriate CPP Milestone.
3.7 Either party may propose Changes to the Milestone Payments referred to in Paragraphs 3.1.1 and 3.1.2 in accordance with the Change Control Procedure.  The parties acknowledge that a Change to a Milestone Payment may impact upon the people cost element of the Milestone Payment.  The WAN and LAN Supplier agrees that if any such proposed Change has an impact upon the people cost element of the Milestone Payment, any proposed changes to the people cost element shall be calculated by reference to the Transition Rate Card workbook of the Financial Model.
4. Delay Payments
4.1 If a Milestone has not been Achieved by the relevant Milestone Date, the WAN and LAN Supplier shall pay to the Customer Authority Delay Payments for each day of delay from and including the relevant Milestone Date until and including the date on which the Customer Authority provides the WAN and LAN Supplier with a Milestone Achievement Certificate.

Delay Payments for the following Milestones shall be applied in accordance with the following Table 1:

	Milestone Number
	Milestone Description
	Delay Payment per calendar month
	Maximum Delay Payment Period

	M6
	Final SCD for WAN at HMCTS
	(REDACTED)
	(REDACTED)

	M6
	Final SCD for WAN at HMPS
	(REDACTED)
	(REDACTED)

	M6
	Final SCD for WAN at Probation
	(REDACTED)
	(REDACTED)

	M6
	Final SCD for LAN at HMCTS
	(REDACTED)
	(REDACTED)

	M6
	Final SCD for LAN at HMPS
	(REDACTED)
	(REDACTED)

	M6
	Final SCD for LAN at Probation
	(REDACTED)
	(REDACTED)


Table 1 – Delay Payments for Milestones
4.2 In the event that the Maximum Delay Payment Period in respect of any Transition Milestone is exceeded:
4.2.1 Clause 6.4.5 shall apply; and

4.2.2 for the avoidance of doubt, the Delay Payments shall not be the Customer Authority’s exclusive financial remedy and the Customer Authority reserves its rights and remedies..

4.3 If no further Milestone Charges fall due after Delay Payments accrue, the WAN and LAN Supplier shall issue a credit note to the Customer Authority and a sum equal to any such Delay Payments then outstanding shall be repayable by the WAN and LAN Supplier to the Customer Authority as a debt. 
5. SERVICE CHARGES

5.1 The Customer Authority will pay the Service Charges to the WAN and LAN Supplier for all WAN and LAN Services in each Service Reporting Period from the Service Commencement Date after Achievement of the final SCD Milestone which relates to each WAN and LAN Service to the end of Term. The Service Charges shall be made up of:
5.1.1 Fixed service Charges as set out in the "Fixed Charges Tables" workbook of the Financial Model (the "Fixed Service Charges"); and
5.1.2 Variable service Charges as set out in the "Variable Charging Tables" workbook of the Financial Model (the "Variable Service Charges").
5.2 Either party may propose Changes in accordance with the Change Control Procedure which impact upon the Service Charges.  The parties acknowledge that a Change to the Service Charges may impact upon the people cost element of the Service Charges.  The WAN and LAN Supplier agrees that if any such proposed Change has an impact upon the people cost element of the Service Charges, any proposed changes to the people cost element shall be calculated by reference to the “Run and Maintain Ratecard” workbook in the Financial Model. 

5.3 The Service Charges will be payable monthly in arrears in accordance with Paragraph 12 of this Schedule 5.1 (Charging and Invoicing).
Fixed Service Charges
5.4 The total Fixed Services Charges to be applied are set out in the "Fixed Charges Tables" workbook of the Financial Model.
Variable Service Charges
5.5 The Variable Service Charge shall be calculated by reference to the unit charges set out in the "Variable Charging Tables" workbook of the Financial Model.
5.6 The WAN and LAN Supplier acknowledges and agrees that the Customer Authority gives no warranty or representation as to:

5.6.1.1 the number or volume of units consumed or required in the performance of the WAN and LAN Services; and/or 

5.6.1.2 the total Variable Service Charges.  
5.7 The WAN and LAN Supplier shall provide the Customer Authority with sufficient evidence to enable the Customer Authority to determine which such Variable Service Charges are payable. 
6. Charges for Changes and Future Services
Rate Cards
6.1 If the parties agree that the WAN and LAN Supplier shall implement Future Services, programmes, projects or Changes that have not been specified at the Effective Date (together, "Rate Card Services"), then the people costs elements of the Charges for such implementation services shall be calculated on a daily basis for every day that the agreed WAN and LAN Supplier Personnel are actively performing the Rate Card Services by reference to the Project Daily Rate by role set out in the applicable "Project Daily Rate" workbook of the Financial Model (the "Rate Card (Future Projects)")  and shall be inclusive of expenses (unless otherwise agreed by the Customer Authority).

Utilisation Discount

6.2 In respect of Rate Card Services, the WAN and LAN Supplier shall discount the applicable Project Daily Rates, in accordance with Paragraph 6.3, to reflect the benefit to the WAN and LAN Supplier of long-term deployments of WAN and LAN Supplier Personnel.

6.3 If the parties agree that the WAN and LAN Supplier shall provide Rate Card Services by deploying WAN and LAN Supplier Personnel for any of the periods of deployment set out in the table below, the WAN and LAN Supplier shall discount the applicable Project Daily Rate by role for each applicable WAN and LAN Supplier Personnel by reference to the corresponding "Utilisation Discount" column of the following Table 2:
	Period of deployment
	Utilisation Discount

%

	from 110 Working Days to 219 Working Days 
	(REDACTED)

	from 220 Working Days to 439 Working Days 
	(REDACTED)

	more than 440 Working Days
	(REDACTED)


TABLE 2 – UTILISATION DISCOUNT
Volume Rebate

6.4 In respect of any Charges for Rate Card Services that are invoiced to the Customer Authority in any Contract Year, the WAN and LAN Supplier shall pay to the Customer Authority (or issue a credit note of equivalent value) a sum calculated by reference to the bandings in the rows of the "Value (£) invoiced in Contract Year" column and the percentages in the "Rebate %" column of the following Table 3:
	Value (£) invoiced in Contract Year
	Rebate %

	From:
	To:
	(REDACTED)

	£500,000
	£1,000,000
	(REDACTED)

	£1,000,001
	£5,000,000
	(REDACTED)

	£5,000,001+
	+
	(REDACTED)


TABLE 3 – VOLUME REBATE ON PROJECT WORK

Charges for Changes – other requirements

6.5 Where either party requests a Change then the WAN and LAN Supplier shall assess the potential impact of the proposed Change on the Charges in accordance with the Change Control Procedure.  Without limiting paragraph 4 (Impact Assessment) of Schedule 6.2 (Change Control Procedure), the WAN and LAN Supplier shall provide sufficient detail to justify the potential impact on the Charges which shall:
6.5.1 be based on and reflect the principles of the Financial Model;
6.5.2 include estimated volumes of each type of resource to be employed using the applicable "Project Daily Rate" workbook of the Financial Model;
6.5.3 include full disclosure of any assumptions underlying the proposed impact on the Charges; and 

6.5.4 include evidence of the cost of any assets required for the proposed Change.
6.6 Subject to clause 20.4 of the MSA, the WAN and LAN Supplier may not charge for the development of commercial proposals, estimates, financial impact assessments or quotations for the WAN and LAN Supplier to undertake work for the Customer Authority and such activities shall be non-chargeable.

6.7 If the proposed Contract Change is approved by the Customer Authority in accordance with the Change Control Procedure then the WAN and LAN Supplier will update the Financial Model in accordance with the provisions of Schedule 5.4 (Financial Model).

6.8 The WAN and LAN Supplier shall use the Financial Model to demonstrate any proposed revisions to the Charges arising as a result of any proposed Change.
6.9 Unless otherwise specified by the Customer Authority, the WAN and LAN Supplier shall provide to the Customer Authority estimates of any proposed charges for a proposed work package or project in terms of Milestone Payments. 
6.10 Where the Project delivers a Future Service, then the WAN and LAN Supplier shall ensure that the Project proposal includes ATP Milestones, SCD Milestones and CPP Milestones and details of all impacts on Service Levels and Charges.

6.11 The Customer Authority reserves the right to require Project proposals to include provisions for Delay Payments.

6.12 Without limiting Paragraph 7 of this Schedule 5.1 (Charging and Invoicing), if the WAN and LAN Supplier is submitting a collective Project proposal involving Other FITS Suppliers, the Customer Authority reserves the right to require such Project proposals to include collective provisions for Delay Payments.
Project Contingency and Risk

6.13 Where Projects are charged on a fixed price basis, with payments linked to Milestones, the WAN and LAN Supplier may include an appropriate level of contingency and risk premium within the agreed price.  To ensure that the Customer Authority has transparency over the contingencies added, and that risks are not double counted, the WAN and LAN Supplier shall ensure that the following principles for costing contingency and risk shall be applied:
6.13.1 the man-day effort calculated by the WAN and LAN Supplier excluding any contingency or risk premiums;
6.13.2 contingency shall be calculated as a percentage of the total man-day effort to reflect the level of uncertainty (estimating risk) in the man-day estimates.  This percentage will be agreed between the Customer Authority and the WAN and LAN Supplier and will be informed by such factors as: the precision of the project specification and outputs; completeness of information; availability of accurate metrics; the complexity of the solution; feedback from relevant completed projects and the period of time over which the project is delivered;
6.13.3 Project Plans will then be presented by the WAN and LAN Supplier that reflect the level of man-days and timescales for milestones and deliverables inclusive of the agreed contingency;
6.13.4 a Risk Register shall be presented by the WAN and LAN Supplier which identifies all Project specific risks, an estimate of the value of the risk if it were to materialise, planned actions to mitigate the risk, cost of implementing such actions and an estimate of the residual value of the risk after the mitigating actions have been taken;
6.13.5 the quantification of risk values shall take account of those risks that are independent of each other and those risks that are interdependent.  The cumulative value of the interdependent risk values should be less than the sum of each individual risk to reflect the direct relationship between each risk;
6.13.6 prior to agreeing the fixed charges for a Project, both the Customer Authority and the WAN and LAN Supplier shall endeavour to minimise the likelihood of identified risks materialising, to ensure any risk premium value is kept to a minimum.  Such actions could include detailed scoping studies, business impact analysis, pilot and testing activities;
6.13.7 any agreed residual risk value of risks owned by the WAN and LAN Supplier shall be included in the project costing, but not converted into man-day effort within the project plans; and  
6.13.8 the utilisation of project contingency and risk premiums shall be measured and shared with the Customer Authority on an open-book basis.  The outcomes shall be fed back into future project costing to continuously improve the accuracy of the project estimation process.
Capital and 3rd Party Project Costs

6.14 If any Projects require the WAN and LAN Supplier to procure services or capital assets from third parties on a pass-through basis, the WAN and LAN Supplier shall not mark-up the costs charged by such third parties to the WAN and LAN Supplier by more than (REDACTED) in its pass-through charge to the Customer Authority. 
7. Bounded Mechanisms for Changes to FITS Services and Future Services

7.1 As part of agreeing any change to FITS Services or Future Services, the parties may agree any of the following Bounded Mechanisms which are shown in the following table as potentially applicable in the given circumstances:

	
	Single Relevant FITS Supplier
	Small number of Relevant FITS Suppliers
	Many Relevant FITS Suppliers
	Existing Suppliers and Other Authority Providers

	(REDACTED)
	· Shared Risk Pot

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges
	· Shared Risk Pot

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges
	· Exceptional Bonus

· Delay Payments

· Tapering Relief

Application of Revised Service Charges
	· Shared Risk Pot

· Exceptional Bonus

· Delay Payments

· Tapering Relief
· Application of Revised Service Charges

	(REDACTED)
	· Shared Risk Pot

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges
	· Shared Risk Pot

· Incentive Scheme

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges
	· Shared Risk Pot

· Incentive Scheme

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges
	· Shared Risk Pot

· Incentive Scheme

· Exceptional Bonus

· Delay Payments

· Tapering Relief

· Application of Revised Service Charges


7.2 Of these:

7.2.1 Shared Risk Pots, Incentive Schemes and Exceptional Bonuses shall constitute the Positive Mechanisms; and

7.2.2 Delay Payments, Tapering and Application of Revised Service Charges shall constitute the Negative Mechanisms.

7.3 These Bounded Mechanisms may be used in combination save that in agreeing the Bounded Mechanisms the parties should aim to ensure that any Delay Payments should not apply at such a level where the effect in combination with other Bounded Mechanisms would be to allow the Customer Authority to recover the same loss twice.  This paragraph shall not, however, excuse any FITS Supplier liability under a Bounded Mechanism once agreed.

7.4 The Customer Authority and the relevant FITS Suppliers shall agree the appropriate Bounded Mechanisms that shall apply as part of agreeing the relevant Change Request Part C: Change Authorisation.  If the Customer Authority and the relevant FITS Suppliers are unable to agree on the Bounded Mechanisms and the arrangements for them, as referred to below, the Customer Authority’s decision shall apply.

7.5 In principle, when agreeing Bounded Mechanisms the parties shall seek to combine both Positive Mechanisms and Negative Mechanisms. 

7.6 In agreeing Bounded Mechanisms, the parties shall, unless they agree otherwise, follow the principles in the following paragraphs:
7.6.1 Bounded Mechanisms shall apply in accordance with the principles in the following paragraphs subject to any agreements to the contrary when establishing them;
7.6.2 Bounded Mechanisms shall be documented in the Change Request Part C: Change Authorisation which documents the applicable change to FITS Services or Future Services; and
7.6.3 where the provisions below refer to something being documented in the Change Request Part C: Change Authorisation but it is not in fact so documented, the relevant FITS Suppliers shall use reasonable endeavours to agree the applicable matter within five (5) Working Days, failing which the Customer Authority shall determine the matter.

7.7 Shared Risk Pots

7.7.1 A Shared Risk Pot shall be created on the basis of risks and the costs of their mitigation, which have been identified by the relevant FITS Suppliers and accepted by the Customer Authority as appropriate in agreeing the Bounded Mechanism for the particular change to FITS Services or Future Service.  This shall consist of a proportion of the Charges of each relevant FITS Supplier in relation to the change to FITS Services or Future Service as set out in the Change Request Part C: Change Authorisation, and the Change Request Part C: Change Authorisation shall identify that proportion and ensure that the other payment milestones in the Change Request Part C: Change Authorisation are reduced accordingly.

7.7.2 The Shared Risk Pot shall be administered by the Customer Authority or such other entity as may be agreed in the Change Request Part C: Change Authorisation.

7.7.3 Relevant FITS Suppliers may recover costs of the sort permitted in the Change Request Part C: Change Authorisation where the risks and circumstances in the Change Request Part C: Change Authorisation apply, and in accordance with any rules in the Change Request Part C: Change Authorisation.  In this event, they shall be invoiced to the Customer Authority in accordance with the provisions of the Change Request Part C: Change Authorisation.

7.7.4 The Change Request Part C: Change Authorisation shall, unless agreed otherwise, follow these principles:

7.7.4.1 a given relevant FITS Supplier should only be allowed to recover costs from the Shared Risk Pot in relation to risks outside the control of that relevant FITS Supplier and where the relevant FITS Supplier has not caused the risk to crystallise nor contributed to the risk crystallising, and subject to the relevant FITS Supplier only being able to recover reasonably incurred non-mitigable costs;
7.7.4.2 Delay Payments recoverable by the Customer Authority may be agreed as being recoverable out of the Shared Risk Pot (subject to its exhaustion, in which case they shall revert to being recoverable from specific relevant FITS Suppliers); and
7.7.4.3 the Shared Risk Pot should not cover risks outside the control of any party.

7.7.5 On the final CPP Milestone for the applicable change to FITS Services or Future Service, or on such other point as may be provided in the Change Request Part C: Change Authorisation, the Customer Authority and the relevant FITS Suppliers shall share any remaining amounts in the Shared Risk Pot in equal shares (or such other shares as may be provided in the Change Request Part C: Change Authorisation), and the relevant FITS Suppliers shall invoice the Customer Authority for this in accordance with the provisions of the Change Request Part C: Change Authorisation or, if the Change Request Part C: Change Authorisation is silent on this, in the next applicable invoice.

7.7.6 The provisions of this Paragraph 7.7 shall cease to apply as and when the applicable Shared Risk Pot is exhausted.

7.8 Incentive Schemes

7.8.1 Incentive Schemes shall involve a Shared Incentive Fund.  This shall consist either of a proportion of the Charges of each relevant FITS Supplier in relation to the change to FITS Services or Future Service as set out in the Change Request Part C: Change Authorisation (and the Change Request Part C: Change Authorisation shall identify that proportion and ensure that the other payment milestones in the Change Request Part C: Change Authorisation are reduced accordingly) and, should the Customer Authority agree to make any such contribution, a contribution from the Customer Authority as set out in the Change Request Part C: Change Authorisation, or where a Shared Risk Pot has been created, any unallocated element of the Shared Risk Pot.

7.8.2 The Shared Incentive Fund shall be administered by the Customer Authority or such other entity as may be agreed in the Change Request Part C: Change Authorisation.

7.8.3 The Shared Incentive Fund shall operate in accordance with a mechanism set out in the Change Request Part C: Change Authorisation, which shall be based on the principles of the Deferred Shareholder Fund under the MSA, but shall, unless agreed otherwise, follow these principles:

7.8.3.1 KPIs shall be amended to reflect the issues and circumstances of the specific change to FITS Services or Future Service;

7.8.3.2 relevant FITS Suppliers shall be entitled to exercise their options and raise an invoice for any applicable shares on the final CPP Milestone or other point specified in the Change Request Part C: Change Authorisation; and
7.8.3.3 where the Shared Incentive Fund is used to calculate FITS Suppliers' entitlement to any unallocated element of a Shared Risk Pot a FITS Supplier shall be entitled to a proportion of such Shared Risk Pot set in accordance with the level of KPIs they have achieved in relation to the total level of KPIs achieved across all relevant FITS Suppliers.

7.9 Exceptional Bonus

7.9.1 Exceptional Bonuses may apply where the parties can identify a clear financial saving or cost avoidance for the Customer Authority arising out of the particular Change to FITS Services or Future Service and that benefit can be shown to be increased in the event of early delivery of the Change or Future Service.

7.9.2 Under an Exceptional Bonus, in the event of early delivery of the Change or Future Service, as defined in the Change Request Part C: Change Authorisation, the element of savings specified in the Change Request Part C: Change Authorisation as applying for the early delivery in question shall be shared between the parties in equal shares or such other share as may be agreed in the Change Request Part C: Change Authorisation.

7.9.3 Unless otherwise agreed, the Exceptional Bonus and parties’ shares in it shall apply regardless of additional costs incurred or level of contribution.  Where a Change Request Part C: Change Authorisation sets out rules in relation to these matters, such rules shall apply.

7.10 Delay Payments

7.10.1 Delay Payments shall, unless otherwise agreed in the Change Request Part C: Change Authorisation, follow the provisions of the applicable Tower Service Agreement.

7.10.2 Dates and amounts of Delay Payment and any cap on the Delay Payment shall be set out in the Change Request Part C: Change Authorisation.
7.10.3 Where the Delay Payment mechanism applies Delay Payments to Milestones or Deliverables within the control of more than one relevant FITS Supplier and the mechanism provides for Delay Payments to be payable in a pre-allocated proportion then, unless the Delay Payments are covered by a Shared Risk Pot and/or the Bounded Mechanism provides otherwise, any relevant FITS Supplier which has incurred Delay Payments without contributing to the applicable Delay may recover the Delay Payments from those of the relevant FITS Suppliers who have so contributed.  Unless otherwise agreed in the Change Request Part C: Change Authorisation this shall be recovered in proportions equal to the amount of the Delay contributed by such relevant FITS Suppliers or the proportion of Charges for the Future Service or change to FITS Services for the applicable relevant FITS Suppliers to the overall Charges for the Future Service or change to FITS Services of all applicable relevant FITS Suppliers.

7.10.4 Where the Delay Payment mechanism applies Delay Payments to Milestones or Deliverables to a single relevant FITS Supplier but the Dependencies Register or Change Request Part C: Change Authorisation makes it clear that delivery of the Milestone or Deliverable depends on performance by other relevant FITS Suppliers of given obligations and such obligations have not been performed, the lead relevant FITS Supplier may, unless the Delay Payments are covered by a Shared Risk Pot and/or the Bounded Mechanism provides otherwise, recover elements of the Delay Payments from those of the relevant FITS Suppliers who have caused the applicable element of Delay.

7.10.5 The Change Request Part C: Change Authorisation shall, unless agreed otherwise, follow these principles:
7.10.5.1 the Delay Payments should represent a genuine pre-estimate of the loss likely to be suffered by the Customer Authority as a result of the applicable delay;
7.10.5.2 where Delay Payments apply to more than one relevant FITS Supplier, they should be allocated in the same proportion as the proportion of Charges for the Future Service or change to FITS Services for the applicable relevant FITS Suppliers to the overall Charges for the Future Service or change to FITS Services of all applicable relevant FITS Suppliers; and
7.10.5.3 where a single relevant FITS Supplier’s Charges for the Future Service or change to FITS Services will represent more than (REDACTED) of the overall Charges for the Future Service or change to FITS Services of all applicable relevant FITS Suppliers, or where the overall Charges for the Future Service or change to FITS Services are less than (REDACTED), all Delay Payments shall apply to that relevant FITS Supplier and that relevant FITS Supplier shall be given appropriate Delegated Authority to manage the other relevant FITS Suppliers.

7.10.6 Dependencies between relevant FITS Suppliers shall be set out clearly and precisely and be linked to Milestones.

7.11 Tapering Relief

7.11.1 Where Tapering Relief applies to specific Milestones in the Change Request Part C: Change Authorisation that are missed, specified day rates or Service Charges are reduced at the rate and by the amount specified in the Change Request Part C: Change Authorisation.

7.11.2 Where the Change Request Part C: Change Authorisation provides for this, where a Tapering Relief payment mechanism applies to a relevant FITS Supplier but the Dependencies Register or Change Request Part C: Change Authorisation makes it clear that delivery of the Milestone depends on performance by other relevant FITS Suppliers of given obligations and such obligations have not been performed, the impacted relevant FITS Supplier may, unless   the Bounded Mechanism provides otherwise, recover its losses from elements of the Delay Payments from those of the relevant FITS Suppliers who have caused the applicable element of Delay.

7.12 Application of Revised Service Charges

7.12.1 Where the Application of Revised Service Charges applies, Revised Service Charges set out in the Change Request Part C: Change Authorisation shall apply from any planned SCD Milestone set out in the Change Request Part C: Change Authorisation regardless of whether or not the SCD Milestone has been achieved.

7.12.2 Application of Revised Service Charges shall only apply where the Future Service or change to FITS Services is due to lead to a reduction in current Charges.

7.13 Where the Change Request Part C: Change Authorisation provides for this, where an Application of Revised Service Charges mechanism applies to a relevant FITS Supplier but the Dependencies Register or Change Request Part C: Change Authorisation makes it clear that delivery of the Milestone depends on performance by other relevant FITS Suppliers of given obligations and such obligations have not been performed, the impacted relevant FITS Supplier may, unless the Bounded Mechanism provides otherwise, recover its losses from elements of the Delay Payments from those of the relevant FITS Suppliers who have caused the applicable element of Delay.

8. deferred shareholder fund

8.1 Where a Service Charge is payable under this Agreement in accordance with paragraph 5, the Customer Authority will retain (REDACTED)of such Service Charge into the Deferred Shareholder Fund in accordance with schedule 5 (Deferred Shareholder Fund) of the MSA 
8.2 In addition to the provisions set out in Paragraph 8.1, the Customer Authority shall contribute a sum to the Deferred Shareholder Fund which shall be calculated in accordance with Paragraph 8.3 by reference to the WAN and LAN Supplier’s contribution per MSA Contract Year to the Deferred Shareholder Fund.

8.3 The Customer Authority’s total contribution to the Deferred Shareholder Fund for the WAN and LAN Supplier in each MSA Contract Year shall be calculated in accordance with the following formula, provided that in no event shall the Customer Authority’s contribution exceed the retention in that MSA Contract Year under Paragraph 8.1:

(WAN and LAN Supplier’s contribution in the MSA Contract Year)

x 5,000,000
(Sum of all FITS Suppliers’ contribution in the MSA Contract Year)

8.4 The Customer Authority shall maintain details of the sum of all FITS Suppliers contributions in each MSA Contract Year and shall share this information with the WAN and LAN Supplier, to provide visibility of how the Customer Authority’s total contribution to the Deferred Shareholder Fund for  the WAN and LAN Supplier is calculated. 
8.5 The value of each Share issued to the WAN and LAN Supplier by the Customer Authority in accordance with paragraph 5.3 of schedule 5 (Deferred Shareholder Fund) of the MSA shall be calculated at the end of each MSA Contract Year based on the accumulated value of the Deferred Shareholder Fund from contributions under Paragraph 8.1 and 8.2 divided by the maximum awardable Shares for the WAN and LAN Supplier in the MSA Contract Year.
9. SERVICE CREDITS
9.1 Service Credits will be made based on the number of Service Credit Points accrued in any one Service Reporting Period.  The basis for the accrual of Service Credit Points is set out in Schedule 2.1 (Service Performance Management).
9.2 In each Service Reporting Period, subject to the limit set out in paragraph 9.3, the Service Credit deduction will be equal (REDACTED) of the Applicable Charge divided by (REDACTED)  multiplied by the Total Service Credit Points for the Service Reporting Period. The total Service Credit applicable for each Service Reporting Period will therefore be calculated in the following way:

SC = (TSCP x (REDACTED) of the Applicable Charge) \ (REDACTED)
Where:
"Applicable Charge" = Service Charges payable for the relevant Service Reporting Period
"SC" = Service Credit
"TSCP" = Total Service Credit Points for the Service Reporting Period
9.3 The liability of the WAN and LAN Supplier for Service Credits will be limited in accordance with paragraph 4.7.6 of Schedule 2.1 (Service Performance Management).  However, and for the avoidance of doubt, such Service Credit limit shall not affect the continued accrual of Service Credit Points in excess of such Service Credit limit, in accordance with the provisions of Schedule 2.1 (Service Performance Management).

9.4 If no further Charges fall due after Service Credits accrue, the WAN and LAN Supplier shall issue a credit note to the Customer Authority for a sum equal to any such Service Credits then outstanding which shall be repayable by the WAN and LAN Supplier to the Customer Authority as a debt.
10. savings share
10.1 The Customer Authority may require the WAN and LAN Supplier to comply with the principles set out in this paragraph 10 in respect of Changes agreed under the Change Control Procedure which require either the Customer Authority or the WAN and LAN Supplier to invest in the WAN and LAN Services.
10.2 The WAN and LAN Supplier shall seek opportunities for identifying savings and reducing costs and for increasing the value of the WAN and LAN Services to the Customer Authority. 

10.3 Subject to paragraph 10.1 and Paragraph 10.4, if any Changes proposed by the WAN and LAN Supplier require investment from the WAN and LAN Supplier or the Customer Authority, the following shall apply:

10.3.1 if the WAN and LAN Supplier invests in a Change which results in reductions to the Service Charges and does not recover such investment from the Customer Authority through any other Charge, the WAN and LAN Supplier may be entitled to up (REDACTED)  of such reduction; and
10.3.2 if the Customer Authority invests in a Change which results in reductions to the Service Charges, the WAN and LAN Supplier may be entitled to up (REDACTED) of such reduction.

10.4 In determining whether the WAN and LAN Supplier is entitled to share in any reductions to the Service Charges pursuant to Paragraph 10.3, the Customer Authority in its absolute discretion may consider a range of factors, including whether any achieved reduction in Service Charges:

10.4.1 reduces the overall cost to the Customer Authority of receiving FITS Services; and

10.4.2 should be shared with Other FITS Suppliers to account for changes to their revenues which may be caused by the Change.

10.5 If Paragraph 10.3.1 applies, the Financial Model shall be used to allocate the percentage of the achieved reduction in Service Charges between the Customer Authority and the WAN and LAN Supplier.

11. CERTIFICATION OF COSTS
11.1 The WAN and LAN Supplier shall, on each anniversary of the Effective Date and also at the request of the Customer Authority (such additional requests not to exceed five occasions over the Term) within 15 Working Days of such request provide, to the Customer Authority a Certificate of Costs in the format as set out in Appendix A to this Schedule 5.1 (Charging and Invoicing).  The Certificate of Costs shall be signed by a director of the WAN and LAN Supplier.
11.2 The Certificate of Costs shall set out the WAN and LAN Supplier’s actual costs, expenses and profits in providing the services over the preceding year of the Agreement, including details of at least the following: 

11.2.1 the actual capital expenditure, including capital replacement costs (including details of expected asset lives);
11.2.2 actual operating expenditure relating to the provision of the Services, with labour costs, consumables, sub-contracted and bought-in services;
11.2.3 all interest expenses and other third party financing costs;
11.2.4 details of the overhead recoveries that have been made to the extent detailed in Appendix A to this Schedule 5.1 (Charging and Invoicing); and
11.2.5 the profit which the WAN and LAN Supplier has achieved in the provision of the Services including any profit element forming any part of the overhead recoveries disclosed by reason of Paragraph 11.2.4 above.
11.3 Following receipt of the Certificate of Costs, the WAN and LAN Supplier shall provide to the Customer Authority any reasonable additional information to enable the Customer Authority to verify the accuracy of the Certificate of Costs.  
11.4 Following receipt of the Certificate of Costs, the Customer Authority (and its expert third party advisors) shall be entitled at any time to access the WAN and LAN Supplier’s computations that have been used by the WAN and LAN Supplier in the preparation of the Certificate of Costs. The computations should follow the visibility principles set out in Paragraph 3 of Schedule 5.4 (Financial Model).

12. INVOICING
12.1 Raising invoices
12.1.1 The WAN and LAN Supplier shall be entitled to raise an invoice in respect of any payment which falls payable to the WAN and LAN Supplier pursuant to the Agreement and as agreed through the Payment Schedule review process as described in paragraph 7 of Schedule 5.4 (Financial Model).
12.1.2 The WAN and LAN Supplier shall submit all invoices and address any invoice queries to the Customer Authority contract manager.  The address will be as notified by the Customer Authority to the WAN and LAN Supplier from time to time. 

12.2 Format of invoice
12.2.1 The WAN and LAN Supplier shall ensure that each invoice contains the following information:
12.2.1.1 the date of the invoice;

12.2.1.2 a unique invoice number;

12.2.1.3 details of the correct Agreement reference;

12.2.1.4 the purchase order number and Milestone reference to which it relates (if any);

12.2.1.5 a copy of the relevant information from the Payment Schedule (to be displayed on the front page of the invoice);

12.2.1.6 the dates between which the WAN and LAN Services the subject of each of the Charges detailed on the invoice were performed;

12.2.1.7 the total Charges gross and net of any applicable deductions and, separately, the amount of any disbursements properly chargeable to the Customer Authority under the terms of this Agreement, and, separately, any VAT or other sales tax payable in respect of the same;

12.2.1.8 details of any Service Credits or similar deductions that shall apply to the Charges detailed on the invoice; 

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

12.2.1.10 the bank account details for payments to the WAN and LAN Supplier via electronic transfer of funds (i.e. name and address of bank, sort code, account name and number).

12.2.2 The WAN and LAN Supplier shall submit all invoices and supporting documentation in such format as the Customer Authority may specify from time to time to:
Ministry of Justice
PO BOX 697

Newport

NP10 8ZF

12.2.3 All WAN and LAN Supplier invoices shall be expressed in sterling or such other currency as shall be permitted by the Customer Authority in writing.
12.2.4 The Customer Authority shall only regard an invoice as valid if it complies with the provisions of this Schedule 5.1 (Charging and Invoicing).  Where any invoice does not conform to the Customer Authority’s requirements set out in Paragraph 12.2 of this Schedule 5.1 (Charging and Invoicing), the Customer Authority will promptly return the disputed invoice to the WAN and LAN Supplier.  The WAN and LAN Supplier shall promptly issue a replacement invoice which shall comply with the same.
12.2.5 Only one invoice per purchase order should be submitted per month, and amounts relating to different purchase orders should be included on separate invoices.
12.2.6 The final invoice relating to this Agreement shall only be sent to the Customer Authority following agreement between the parties, such agreement not to be unreasonably withheld or delayed, of any Service Credits relating to the Service Credit regime as detailed in Schedule 2.1 (Service Performance Management).
12.3 Supporting information

12.3.1 Milestone Payments must be supported by copies of Milestone Achievement Certificates as signed by appropriately authorised Customer Authority personnel.
12.3.2 Except where Paragraph 12.3.4 applies, any items ordered through the Services and Products catalogue can be aggregated on an invoice, subject to all orders being raised under the same Purchase Order number, but shall be supported by individual order and delivery information, including organisation, authorisation and budgetary code information.  This has to be sufficient to enable re-charges to be made within the Customer Authority and associated bodies.  Charges for orders not containing sufficient information to enable re-charge will be disputed.
12.3.3 Each invoice will only be paid if the amount matches the amount agreed through the Payment Schedule process as detailed in paragraph 7 of Schedule 5.4 (Financial Model).
12.3.4 Items ordered through the Service Catalogue will only be payable by the Customer Authority if they are listed on the Lodge Card.
12.4 Payment terms

12.4.1 The Customer Authority shall pay undisputed valid invoices within thirty calendar (30) days of receipt.
12.5 Credit notes

12.5.1 The WAN and LAN Supplier shall provide the Customer Authority with a credit note in the following circumstances:
12.5.1.1 an invoice in full or in part has been issued in error;

12.5.1.2 the agreed resolution of a disputed invoice is that the disputed charge is too high and a credit note is agreed to be issued;

12.5.1.3 a Contract Performance Point has not been achieved and the Customer Authority wishes to recover the related Milestone Payments already made;

12.5.1.4 the Customer Authority is eligible to receive Delay Payments and has requested that the Delay Payments are realised by a credit note;

12.5.1.5 the Customer Authority is eligible to received Service Credits and has requested that the Service Credits are realised by a credit note; and
12.5.1.6 other circumstances as agreed between the Customer Authority and the WAN and LAN Supplier.
12.5.2 Each credit note shall be a valid tax invoice.
12.6 Disputed invoices
12.6.1 If the Customer Authority disputes all or part of an invoice raised by the WAN and LAN Supplier, then the Customer Authority shall inform the WAN and LAN Supplier at the earliest opportunity.  The Customer Authority shall set out the nature of the dispute and reasons for the dispute.
12.6.2 At its sole discretion, the Customer Authority may postpone payment of the disputed amount until the dispute is resolved and any correcting documentation (further invoice or credit note) has been received.
12.6.3 Where the disputed amount is a part of a larger invoice, the entire invoice will be disputed.  The Customer Authority will not part pay an invoice.
12.6.4 Payment by the Customer Authority of any invoice submitted by the WAN and LAN Supplier shall not signify approval of such invoice.  The Customer Authority reserves the right to verify and, where appropriate, dispute invoices after the date of payment and subsequently to recover any sums which have been overpaid.
12.6.5 If any part of an invoice rendered by the WAN and LAN Supplier is disputed or subject to question by the Customer Authority either before or after payment then the Customer Authority may call for the WAN and LAN Supplier to provide such further documentary evidence as it may reasonably require to verify its liability to pay the amount which is disputed or subject to question and the WAN and LAN Supplier shall promptly provide such evidence in a form satisfactory to the Customer Authority.
12.7 For the avoidance of doubt, where a matter referred to the Transition Escalation Procedure has not been resolved and has been referred to the Dispute Resolution Procedure, the WAN and LAN Supplier may invoice the Customer Authority for the Transition Services that have been provided and are not in Dispute.
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