Long term capacity

Definition: Clearances — the volume of all Normal Rules Clearances within a Volume Assessment Period.

Definition: Normal Rules Clearance —a Normal Rules assessment Referral which is Cleared and would

otherwise be regarded as a Chargeable Output under the Contract, but for the application of the
Temporary Cost Model and the Temporary Performance Incentive Scheme during Stage 3 in
accordance with this Transition Variation.

Definition: Volume Assessment Period — Average monthly clearances of May, June and July 2021
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In the Volume Assessment Period, the Incentive Amount in respect of Clearances shall be calculated
using the following formula. The Provider shall provide any further information as the Authority may
reasonably require in relation to the calculation:

Formula:

Incentive Amount = VIT * VIB

Where:

VIT = Volume Incentive Total (as defined in paragraph 1.2 below)

VIB = Volume Incentive Banding (as set out in the third column of the table in paragraph 1.5 below)

The Volume Incentive Total will be a (R) margin on the Total Monthly Invoice for the each of the
monthly invoices during Stage 3 from November 2020 to July 2021 and is the total potential value of
the Incentive Amount linked to Clearances in respect of the applicable Volume Assessment Period
prior to any adjustment in accordance with paragraph 1.5 below.

The Clearance Target for the Volume Assessment Period is to achieve average monthly clearances of
66,000 clearances for May, June and July 2021 at below 3.9% SC1 quality performance for the same
rolling period.

In each Volume Assessment Period, the Clearance Ratio achieved by the Provider in that Volume
Assessment Period shall be calculated in accordance with the following formula:

Clearance Ratio = Clearances/Clearance Target

In order to calculate the Volume Incentive Banding, the Clearance Ratio achieved by the Provider in
respect of the relevant Volume Assessment Period shall be categorised into one of three (3) tranches
using the following table:

Long term capacity — Average Normal Rules clearance for May — July 2021

Tranche Average Clearance % of incentive
1 less than 62,500 (R)
2 62500 (R)
62501-65,999 (R)
3 66,000 or more (R)

Proportion of incentive achieved above payable based on conditional quality performance
achievement as follows

Tranche July SC1 rolling 3 month
performance % of incentive payable
1 Above 4.5% (R)
4.0-4.5% (R)
3 3.9% or below (R)




1.6 Paragraphs 1.1 to 1.5 shall be interpreted and applied in accordance with the following worked
example.

Worked Example:

(1) Worked example for illustrative purposes only

Volume Assessment Period

May —July 2021

Average 67,500
Clearances

Clearance Target From table

Clearance Ratio Clearances/Clearance Target

Quality 4.2%
performance

Total Monthly £10,000,000 each month of Stage 3 = £90,000,000
Invoices (£)

Volume (REDACTED)
Incentive Total

Volume Volumes Tranche 1- average clearances >= 100% 100%
Incentive

Banding

Quality Quality Tranche 2 -4.0 - 4.5% 50%
Incentive

banding

Incentive (REDACTED)
Calculation

TOTAL Incentive Amount (REDACTED)




