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CHARGES AND INVOICING
1 INTRODUCTION
1.1 This Schedule 7.1 is set out in the following parts:
(a) Part A - Pricing;
(b) Part B — Invoicing Requirements

(c) Part C — Gain Share.

PART A: PRICING AND PAYMENT

2 GENERAL

2.1 Except as is agreed between the Parties pursuant to the Change Control Procedure, the only
Charges payable by the Authority in respect of the performance by the Contractor of its

obligations under this Agreement are:

(a) the Milestone Payment payable in respect of the Transition Milestone in accordance

with paragraph 3 of this Schedule 7.1;

(b) the Monthly Service Charge payable in accordance with paragraph 4 of this Schedule
7.1; and

(c) the Transformation Milestone Payments payable in respect of the Transformation

Milestones in accordance with paragraph 5 of this Schedule 7.1.
3 PAYMENT FOR TRANSITION SERVICES

3.1 The Transition Services have been priced on the basis of a single Milestone Payment payable
following Achievement of the Transition Milestone in accordance with Schedule 6.1

(Transition and Transformation Plans).

3.2 The Milestone Payment associated with the Transition Milestone is as follows:

Transition Milestone Planned Achievement Date Transition Milestone
Payment

Operational Service I I

Commencement Achieved

3.3 The Milestone Payment set out in paragraph 3.2 shall not be subject to Indexation.

3.4 The Contractor shall be entitled to issue an invoice in respect of the Milestone Payment set

out in paragraph 3.2 in the month following that in which the Authority issues a Milestone
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Achievement Certificate in respect of the Transition Milestone.

Delay Payments

35 Subject to Clause 36 (Authority Cause), if the Contractor has not Achieved the Transition

Milestone by the relevant Milestone Date, then Delay Payments shall be payable by the

Contractor from that Milestone Date.

3.6 Any Delay Payments payable in accordance with paragraph 3.5 shall (at the Authority's

discretion) be shown as a deduction from the Charges due from the Authority in the next

invoice or shall be payable by the Contractor within thirty (30) days of demand from the

Authority or otherwise in such manner as the Authority may require.

3.7 The Parties:

(a) acknowledge that they cannot specify the precise amount of Delay Payments to be

paid by the Contractor in the event that the Contractor fails to achieve the Transition

Milestone on or before the relevant Milestone Date. This is due to the fact that the

Authority cannot, for reasons of confidentiality, provide the Contractor with details

relating to the charges the Authority is required to pay the Previous Contractor to

provide the Delayed Services during the Delay Period,;

(b) have agreed that (subject to paragraph 3.8) the Delay Payments in respect of the

Delay Deduction Period shall therefore be a sum equal to:

0] the difference between (A) the amount that the Authority is required to pay to

the Previous Contractor to provide the Delayed Services during the Delay

Period and (B) the amount that the Authority would have been due to pay to

the Contractor had the Contractor been able to provide the Delayed Services

from the Milestone Date; and

(i) any reasonable management and administrative costs that the Authority can

demonstrate it has incurred during the Delay Period.

Worked Example:

(A)
(B)

(©)

(D)
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Operational Service Commencement Date = 1 June 2020 ;

the Contractor commences the provision of all of the Delayed
Services on 20 June 2020;

the Authority incurs additional management and administration costs

totalling [ G

the Authority is required to pay the Previous Contractor || N per

month to provide the Delayed Services; and



3.8

3.9

3.10

4.1

4.2

4.3
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(E) the Contractor's Charges in respect of the Delayed Services are [J}

I ocr month.

The Delay Payment = DIC x DP + AM
Where:

DIC = a sum equal to the difference between (i) the Previous Contractor's
charges for the Delayed Services and (ii) the Contractor's Charges for the

Delayed Services;

DP = the number of months in the Delay Period (rounded up to the nearest

month); and

AM = the Authority's additional administration and management costs.
Therefore:

pic = I

DP = 2 months (5 weeks rounded up to 2 months); and

Av = I

So, the Delay Payment due to the Authority is || NGz

The Delay Payments payable by the Contractor for a failure to Achieve the Transition
Milestone by the Milestone Date shall be subject to a cap of || j I for each month (or

part of a month) of Delay.

If the Contractor fails to Achieve the Transition Milestone by the expiry of the Delay Deduction
Period, this shall constitute a Contractor Termination Event and the Authority shall be entitled

to terminate this Agreement.

Any dispute arising in respect of any Delay Payments or the Delay Period shall be deemed to

be a Dispute.
MONTHLY SERVICE CHARGE

The Monthly Service Charge payable by the Authority with effect from the Operational Service

Commencement Date is set out in Appendix 1 (Monthly Service Charge) to this Schedule 7.1.

The Monthly Service Charge shall be subject to Indexation in accordance with paragraph 8 of

this Part A to Schedule 7.1.
Adjustment Mechanism

The Monthly Service Charge shall be subject to adjustment (up or down) if a Variation Event
(as set out in Table 1 below) occurs provided that this paragraph 4.3 shall not apply if an

Upper Threshold is exceeded to the extent that this is caused by a Contractor Default.
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Variation Area

Measure

The total number
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Variation Event

Baseline Lower

value

Upper

Threshold Threshold

consecutive months

mgwtﬁf; of of number of The total number of
payments monthly payments | monthly payments made
made to made to Service to Service I?ersonnel (as
1 | service Personnel (as referred to in Annex A,
Personnel referred to in SRD Al) exceeds the - ] I
(Refer to— Annex A, SRD Upper Threshold or the
Annex A. SRD Al) r_neasured on Lower Threshold for
Al) ’ arolling 12 month | three or more
basis consecutive months
Number of The number of
Terminations' | 1€ number of Terminations over
5 (Refer to Terminations zer prewo(ljjs l1J2 month period
year measured on | exceeds Upper
fg;e;opz\, ?5‘? a ro_lling 12 month | Threshold or the Lower - - -
1055 ' " | basis Threshold for 3 or more

3 | Pensions

The annual
aggregate number
of Pension
Activities (as
defined in Table 2
below) measured
on arolling 12

The aggregate number of
Pension Activities over
previous 12 month period
exceeds Upper
Threshold or the Lower
Threshold for 3 or more
consecutive months

rolling 12 month
basis

Threshold for 3 or more
consecutive months

month basis
The number of
Number of - .
. Compensation Claims
Compensation ; :
Veterans — ; - - (including appeals) over
. Claims (including : .
4 Compensation appeals) per year previous 12 month period -
Claims (refer | = = dona exceeds Upper [ [
to Annex Q) Threshold or the Lower

Veteran Cards
5 | (see Annex

Number of
Veterans Cards
per year
measured on a

The number of Veterans
Cards over previous 12
month period exceeds
Upper Threshold or the

J4) . Lower Threshold for 3 or
rolling 12 month .
- more consecutive
basis
months
Table 2

Aggregate Volumetric for Pension Activities

Measure

(annual figures)

D2
sums

Payment of awards - Requests for nominations of DIS lump
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4.4

D7 Processing and payment of applications for Early Payment of -
Preserved Pensions (EPPP)

D11 | Calculations and notifications of pension entitlement [
Payment of preserved pensions - Tracing of financial action

D12 S . [ ]
where preserved pension is unclaimed

D18 | Provision of pension valuations and benefit statements [ ]
Processing, payment and reassessment of pensions as a

D19 result of divorce .
Calculation, authorisation and payment of pensions when

D21 commutation is not applicable L
Calculation, authorisation, payment and abatement of

D33 pensions at SPA L

D35 Finalisation of pay upon death - Establishment and payment I
or cessation of entitlement to Forces Family Pension
Provision of accurate forecasts in response to volume of

D45 requests L

Aggregate Pension Activities

The Parties shall agree the adjustment to the Monthly Service Charge in the event a Variation

Event occurs in accordance with the Change Control Procedure as a Contract Change.

Impact of McCloud Judgment:

4.5

4.6

Notwithstanding any other provisions of this Agreement, the Authority acknowledges that, to
the extent the Contractor is required to undertake any Remediation Activities which are
outside the scope of the Authority Requirements, this would constitute a Contract Change
provided that, to the extent such Remediation Activities fall within the scope of the Authority
Requirements, the Contractor shall only be entitled to an increase in the Monthly Service

Charge where a Variation Event occurs in accordance with paragraphs 4.3 to 4.4 above.
For the purposes of paragraph 4.5 above, the following definitions shall apply:

(a) "McCloud Judgment" means the decision in The Lord Chancellor and Secretary of
State for Justice v McCloud and others [2018] EWCA Civ 2844, handed down by the
Court of Appeal on 20 December 2018, which has been remitted to the Employment

Tribunal for a remedy hearing, with such remission stayed pending any appeal to the
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Supreme Court. The Ministry of Justice has applied to the Supreme Court for
permission to appeal and a decision on its application to appeal is expected in July

2019.

(b) McCloud Remedies means any remedies (i) prescribed by the Employment Tribunal
in relation to the McCloud Judgment or, if such remedies are appealed, by the
appellate court, and (ii) prescribed by a court or tribunal in respect of the Armed
Forces Pension Scheme or any other pension schemes, administration of which is
included within the Services, in relation to a judgment related to the McCloud

judgment.

(c) Remediation Activities means any activities that the Contractor is required to
undertake by the Authority in order to implement the McCloud Remedies in relation to
the administration of the Armed Forces Pension Scheme or otherwise as a
consequence of the McCloud Judgment.

Calculation of Monthly Charge

4.7 Following Achievement of the Transition Milestone, the Authority shall pay the Contractor the

Monthly Charge for each month, calculated in accordance with the following formula:

MC = MSC-FC-WD +RWD + PTC

Where:

MC = Monthly Charge for the relevant month

MSC = Monthly Service Charge for the relevant month, as
calculated in accordance with paragraphs 4.1 to 4.4 of
Part A to this Schedule 7.1

FC = Failure Charge, as calculated in accordance with
paragraph 2.3 of Schedule 2.2 (Performance
Management)

WD = Withholding Deduction, as calculated in accordance with
paragraph 2.17 of Schedule 2.2 (Performance
Management)

RWD = Released Withholding Deduction, as calculated in

accordance with paragraph 2.17(c) of Schedule 2.2

(Performance Management)

Legal02#81838679v1[SEH01] 6
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PTC = Pass Through Costs, as calculated in accordance with

paragraph 6 of Part A to this Schedule 7.1

The Monthly Charge:

(@)

(b)

in respect of each month shall be invoiced by the Contractor in the following month in

accordance with Part B (Invoicing Requirements) of this Schedule 7.1.

includes all costs and expenses incurred by the Contractor in restoring and/or
rectifying any Default or failure to comply with the terms and conditions of this

Agreement.

Notwithstanding any of the other provision in this paragraph 4:

(@)

(b)

where any reduction in the Monthly Service Charge is due to occur as a result of the
Achievement of a Milestone, then (subject to Clause 36 (Authority Cause)) the
Authority shall still benefit from the reduction in the Monthly Service Charge

notwithstanding that the Contractor has failed to Achieve the relevant Milestone; but

to the extent that the Monthly Service Charge includes Through Life Costs which are
due to be paid through the Monthly Service Charge following Achievement of a

Milestone ("New Through Life Costs") and which:

0] relate to a new service which has not previously been provided by the
Contractor (for example, a new mobile service), then (subject to Clause 36
(Authority Cause)) the Authority shall not be required to pay for the New
Through Life Costs element of the Monthly Service Charge unless and until

the Contractor has Achieved the relevant Milestone; or

(ii) relate to a transformed element of the Services where the New Through Life
Costs are higher than the costs included in the Monthly Service Charge in
respect of the service previously provided, then (subject to Clause 36
(Authority Cause)) the Authority shall not be required to start paying the
increased Monthly Service Charge unless and until the Contractor has

Achieved the relevant Milestone.

Where any reduction in the Monthly Service Charge is due to occur as a result of the

Achievement of a Milestone and such Milestone is not Achieved as a result of an Authority

Cause then (without prejudice to Clause 36 (Authority Cause)), the Monthly Service Charge

shall not be reduced until the Milestone has been Achieved.

PAYMENT FOR TRANSFORMATION SERVICES

Legal02#81838679v1[SEH01] 7
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The Transformation Services have been priced on the basis of Milestone Payments

associated with the Achievement of the Transformation Milestones.

The Milestone Payment associated with each Transformation Milestone is set out in Appendix
2 to this Schedule 7.1. These Milestone Payments shall be subject to Indexation in

accordance with Paragraph 8 of Part A of this Schedule 7.1.

Subject to paragraph 5.4, the Contractor shall be entitled to issue an invoice in respect of a
Milestone Payment associated with a Transformation Milestone, less the applicable Milestone
Retention, in the month following the month in which the Authority issues a Milestone

Achievement Certificate in respect of that Transformation Milestone.

The Contractor shall not Achieve a Payment Milestone unless all related, preceding Payment
Milestones (as identified in the relevant Service Tower Milestone Roadmap) have been
Achieved.

Milestone Retentions

The Milestone Retention for each Transformation Milestone shall be [JJij of the relevant

Milestone Payment.
Release of Milestone Retentions

Following Achievement by the Contractor of a CPP Milestone, the Contractor shall be entitled
to invoice the Authority in accordance with Paragraph 2.2 of Part B of this Schedule 7.1 for an
amount equal to all Milestone Retentions that relate to Payment Milestones identified in
Appendix 2 as being associated with that CPP Milestone and have not been paid before such

CPP Milestone.
PASS THROUGH COSTS

The following costs shall be treated as Pass Through Costs and shall be dealt with in

accordance with paragraphs 6.2 and 6.3.
(a) the Benchmarker's costs pursuant to paragraph 2.3 of Schedule 7.3 (Benchmarking);

(b) the external professional financial services firm's audit and review costs pursuant to
paragraph 2.5 of Part C (Audit Rights) of Schedule 7.5 (Financial Reports and Audit
Rights);

(c) the Employer Contributions payable in accordance with paragraph [2.4] of Part 3 of
Schedule 9.1 (Staff Transfer) and any other costs payable by the Contractor to the
Pension Schemes (as defined in Part 3 — Pension Matters of Schedule 9.1) in respect
of the Former Authority Employees. For the avoidance of doubt the employee

redundancy compensation payment amount which is taken into account under clause

Legal02#81838679v1[SEHO01] 8
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7.2 of the Admission Agreement (as defined in Part 3 — Pension Matters of Schedule

9.1) is not included as a Pass Through Cost; and

(d) any postage-related costs payable by the Authority pursuant to AR 11 in Schedule 3
(Authority Responsibilities) in the event the Contractor chooses to despatch items

relating to the Services from premises other than Authority Premises.

Pass Through Costs are not to be included within the Monthly Service Charge for the purpose
of calculating the amount of Failure Charges or Withholding Deductions the Authority is

entitled to claim.
In respect of Pass Through Costs:

(a) where the Contractor is acting as the Authority's payment agent and in relation to the
Employer Contributions, the Contractor shall be responsible for reviewing and
checking the invoice charges or Employer Contributions due, providing to the
Authority a true and accurate copy of the invoice or details of Employer Contributions
(as applicable), paying the amounts due and invoicing the Authority (without levying

any mark-up, fee or overhead charge); and
(b) the Contractor shall use reasonable endeavours to:

0] seek regularly to identify methods of reducing and minimising the Pass

Through Costs; and

(i) notify the Authority of such methods and the estimated potential savings of

each such method.
RATE CARD

The rate card(s) set out in Appendix 3 to this Schedule 7.1 shall be used in calculating
Charges which are payable as a result of a Change agreed in accordance with the Change

Control Procedure.

The rates set out in Appendix 3 to this Schedule 7.1 shall be subject to Indexation in

accordance with paragraph 8 of this Part A of Schedule 7.1.
INDEXATION

The following shall be subject to Indexation on an annual basis with effect from the first
anniversary of the Operational Service Commencement Date in accordance with this

paragraph 8:
(a) the Monthly Service Charge;

(b) the Milestone Payments associated with the Transformation Milestones (as set out in

Appendix 2 to this Schedule 7.1); and

Legal02#81838679v1[SEH01] 9
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(c) the rates in the Rate Cards set out in Appendix 3 to this Schedule 7.1.

Except as set out in this paragraph 8, none of the Charges nor any other costs, expenses,
fees or charges shall be adjusted to take account of any inflation, change to exchange rate or

change to interest rate.

The Index to be used shall be Office for National Statistics (ONS) Services Producer Price
Index (SPPI) 9907010000 All Services Gross Sector. || EGTcIzEzNEG:

Calculation

Indexation shall be calculated in accordance with the following formula:

Revised Charge = [Charge x0.1] + [Chargex0.9 x [ Index. }]

INdex e
Where:
n = Contract Year 2, 3, 4, 5, 6 and 7 respectively.
Index base ~ M Q1 published April 2020
Index n =

I for Q1 published in the April directly

preceding the Contract Year anniversary date.
Changes to the Index

If there is a material change in the nature or basis of the Index required for the purpose of this
paragraph 8 or if the Index is discontinued, the Parties shall agree an alternative index which
as closely replicates the Index, and such consequential changes shall be made to the
calculations provided for in paragraph 8 as are necessary to ensure that all payments to be

made pursuant to this Agreement shall be the same as if such change had not occurred.

If, in relation to Indexation, Incorrect Figures have been used at any time pursuant to this
Agreement and Correct Figures are made available, then any calculations on which the
Incorrect Figures were based shall be recalculated based upon the Correct Figures and any
overpayment or underpayment by either Party to the other which has occurred as a result of
the Incorrect Figures shall be paid or repaid by the relevant Party to the other within ten (10)
Working Days of the recalculation being agreed or determined and Appendix 1, Appendix 2

and Appendix 3 to this Schedule 7.1 shall be updated accordingly.
Revised Aggregate Indexed Payment

As soon as practicable following the publication of the ONS Series | for Q1 directly
preceding Contract Year n (as used in the formula in paragraph 8.4 and in any event no later

than ten (10) Working Days prior to the relevant Indexation Review Date, the Contractor shall

Legal02#81838679v1[SEHO01] 10
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provide for the Authority's consideration its proposed calculation of the Aggregate Indexed
Payment for the next Contract Year n, to be applied (if such calculation is agreed by the
Authority) from the relevant Indexation Review Date in accordance with the provisions of this

paragraph 8.
ALLOWABLE ASSUMPTIONS

The Parties agree that certain elements of the Charges are based on the Allowable
Assumptions set out in Appendix 4 to this Schedule 7.1 and may therefore be subject to

adjustment (up or down) in accordance with the provisions of this Paragraph 9.
Verification Process

Subject to paragraph 9.3, the Contractor shall commence the Verification Period promptly
following the Effective Date with view to complete the verification of each Allowable
Assumption as soon as possible and in any event by the relevant Allowable Assumption
Expiry Date. It shall be the responsibility of the Contractor to commence such verification and
no failure or delay by the Contractor to do so shall operate to extend the Verification Period

for an Allowable Assumption beyond the respective Allowable Assumption Expiry Date.

The Authority undertakes that it shall provide such reasonable assistance as may be
necessary (and in respect of which it is given reasonable notice, taking into account the
relevant Allowable Assumption Expiry Date) in order to enable the Contractor to conduct

verification of the Allowable Assumptions. Such assistance may include:

(a) providing the Contractor with reasonable assistance and access to information within

its possession or control, which is relevant to each Allowable Assumption; and

(b) providing other information, clarification or assistance as may be requested by the

Contractor (acting reasonably).

The Contractor shall monitor and report on the progress of the verification of each Allowable
Assumption no less frequently than fortnightly during the Verification Period. Such reporting
shall constitute an item on the agenda for discussion at each Transition Management Board

meeting during the Verification Period.

The Contractor shall provide a monthly summary of progress in the form of a summary draft of
the Verification Report to the Transition Management Board in relation to any Allowable
Assumption it considers to be incorrect and the reasons therefor. A final copy of the
Verification Report shall be provided no later than ten (10) Working Days following the expiry

of the Verification Period.
Each Party shall bear its own costs in relation to the conduct of Verification.

With respect to any claim pursuant to paragraphs 9.9 and 9.10, the Parties acknowledge that

it is their intention to examine and implement any change to enable the Contractor (and the
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Contractor shall use its reasonable efforts in this regard) to mitigate the impact of any

increase in costs and the need for any increase in the Charges as a result.

Except as set out in this Agreement or as agreed otherwise by the Parties in writing, the
Contractor shall not be relieved from any of its obligations under this Agreement on the basis
that an Allowable Assumption no longer holds true and shall continue to have the same
obligations to perform in accordance with the terms of this Agreement (including meeting

Performance Indicators) as if the Allowable Assumption still held true.
Determination of Adjustment

If the Contractor demonstrates to the reasonable satisfaction of the Authority by the end of 3

months after the relevant Allowable Assumption Expiry Date that:
(a) an Allowable Assumption is no longer accurate;

(b) the reason for the Allowable Assumption no longer being accurate is not due, directly
or indirectly, to any act or omission of the Contractor, its Sub-Contractors and/or

agents; and

(c) as a consequence of the Allowable Assumption no longer being accurate, the
Contractor's costs which are impacted by the relevant Allowable Assumption (as set
out in the Financial Model) have increased (taking into account any savings or other

benefits to the Contractor due to the Allowable Assumption no longer holding true);

then the Contractor shall be entitled to raise a Change Request in accordance with Schedule
8.2 (Change Control Procedure) and obtain an appropriate increase in the relevant Charges,
such increase to be calculated in accordance with the principles set out in the column headed
'‘Basis of Adjustment if Allowable Assumption proves Incorrect' for that Allowable Assumption

in the table in Appendix 4 to this Schedule 7.1.

If the Authority can demonstrate to the reasonable satisfaction of the Contractor by the end of

3 months after the relevant Allowable Assumption Expiry Date that:
(a) an Allowable Assumption is no longer accurate; and

(b) as a consequence of the Allowable Assumption no longer being accurate, the
Contractor's costs which are impacted by the relevant Allowable Assumption (as set
out in the Financial Model) have decreased (taking into account any increases in

costs to the Contractor due to the Allowable Assumption no longer holding true),

then the Authority shall be entitled to raise a Change Request in accordance with Schedule
8.2 (Change Control Procedure) and obtain an appropriate decrease in the Charges, such
decrease to be calculated in accordance with the principles set out in the column headed
'‘Basis of Adjustment if Allowable Assumption proves Incorrect' for that Allowable Assumption

in the table in Appendix 4 to this Schedule 7.1.

Legal02#81838679v1[SEH01] 12
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PRICING FOR CONTRACT CHANGES

The Contractor shall comply with Schedule 8.2 (Change Control Procedure) when pricing

Changes.

Any additional charges which do not vary the Monthly Service Charge or a Milestone
Payment ("Ad Hoc Charges") which are agreed by the Parties in respect of a Contract
Change in accordance with Schedule 8.2 (Change Control Procedure) shall be payable as

agreed by the Parties in the relevant Change Authorisation Note.

Ad Hoc Charges are not to be included within the Monthly Service Charge for the purpose of
calculating the amount of Failure Charges or Withholding Deductions the Authority is entitled

to claim.
PRICING FOR TERMINATION SERVICES

The Charges applicable to the Termination Services shall be agreed in accordance with

Schedule 8.2 (Change Control Procedure).
REPORTING MODEL

The Contractor shall in order to Achieve the Transition Milestone agree with the Authority the
Reporting Model ("Reporting Model"). The Reporting Model agreed with the Authority prior

to the Operational Service Commencement Date shall reflect, at least, the following:

(a) the Authority must be able to fully understand how each Authority Requirements
Change is costed by reference to the Financial Model attached to the Agreement at

the Effective Date; and

(b) the information required to be provided in accordance with Appendix 2 (Additional

Reports) to Schedule 7.5 (Financial Reports and Audit Rights).

The Parties shall endeavour to agree the Reporting Model by no later than the Operational
Service Commencement Date. In the event that the Parties cannot agree the format of the
Reporting Model by the Operational Service Commencement Date, the Contractor shall report

against the version of the Financial Model attached to this Agreement at the Effective Date.

The Contractor agrees that the Reporting Model may be varied after the Operation Service
Commencement Date to accommodate any other reasonable requirement of the Authority

communicated to the Contractor.
COSTS SHARED BY THE CONTRACTOR'S OR SUB-CONTRACTORS' CUSTOMERS

Where some or all of the costs of any proposed Contract Change have been, or reasonably
can be or should have been, defrayed across the Contractor's or relevant Sub-Contractors'

other customers (including in relation to other contracts with the Authority), the Contractor
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shall be entitled to charge the Authority under this Agreement for only a fair and reasonable

proportionate amount of such costs.

The Contractor shall demonstrate to the reasonable satisfaction of the Authority (including by
providing any information reasonably requested by the Authority) how the costs proposed by
the Contractor for each relevant Contract Change represent a fair and proportionate amount
of the costs that have been, or reasonably can be or should have been, defrayed across the

Contractor's or relevant Sub-Contractors' other customers.
COMPENSATION FOR AUTHORITY CAUSE

If the Contractor is entitled in accordance with Clause 36.1(f) (Authority Cause) to
compensation for failure to Achieve a Milestone by its Milestone Date then, subject always to
Clause 30 (Limitations on Liability), such compensation shall be determined in accordance
with the following principles:

(a) the compensation shall reimburse the Contractor for additional costs incurred by the

Contractor that the Contractor:

0] can demonstrate it has incurred solely and directly as a result of the
Authority Cause and in order to eliminate or mitigate the consequences and

impact of the Authority Cause in accordance with Clause 36.4; and

(i) is, has been, or will be unable to mitigate, having complied with its

obligations under Clause 36.1 (Authority Cause),

together with such amount as is appropriate to maintain the Anticipated Contractor
Profit Margin (as set out in the Financial Model) in respect of the relevant Milestone
Payment (to the extent that any reduction in the Anticipated Contractor Profit Margin

has been caused by the Authority Cause);

(b) the compensation shall not operate so as to put the Contractor in a better position

than it would have been in but for the occurrence of the Authority Cause.

The Contractor shall provide the Authority with any information the Authority may reasonably

require in order to assess the validity of the Contractor's claim to compensation.
EXPENSES

Except to the extent included within the rates set out in the Rate Card(s), the Charges shall
be inclusive of all travel and subsistence expenses, and the Authority shall have no obligation

to pay or reimburse the Contractor for any such expenses.
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PART B

INVOICING REQUIREMENTS

PURPOSE OF THIS PART B

This Part B of Schedule 7.1 sets out the method by which the Contractor shall raise invoices

to the Authority for payment together with the requirements which apply to such invoices.
CONTRACTOR INVOICES

The Contractor shall prepare and provide to the Authority for approval a draft pro forma
Invoice within 10 Working Days of the Effective Date which shall include, as a minimum, the
details set out in paragraph 2.3 below and Clause 12 of the Agreement, together with such
other information as the Authority may reasonably require. If the draft pro forma Invoice is not
approved by the Authority then the Contractor shall make such amendments as may be

reasonably required by the Authority.

The Contractor shall be entitled to raise an Invoice on a monthly in arrears basis in respect of
the Monthly Service Charges for the previous month and any Milestone Payment and/or
Milestone Retention which became payable in the previous month pursuant to this

Agreement.

The Contractor shall ensure that each Invoice contains the following information:

(a) the date of the Invoice;

(b) a unigue Invoice number;

(c) the Service Period or other period(s) to which the relevant Charge(s) relate;

(d) details of the correct Agreement reference;

(e) the reference number of the purchase order to which it relates (if any);

0] the dates between which the Services subject of each of the Charges detailed on the

Invoice were performed;
(9) the methodology applied to calculate the Charges;

(h) any payments due in respect of achievement of a Milestone or Key Milestone,

including the relevant Milestone Achievement Certificate;

0] the total Charges gross and net of any applicable deductions and, separately, the
amount of any expenses properly chargeable to the Authority under the terms of the
Agreement, and, separately, any VAT or other sales tax payable in respect of the

same,;

)] details of any Delay Payments, Withholding Deductions, Permanent Deductions or

similar deductions that shall apply to the Charges detailed on the Invoice;
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(k) reference to any reports required by the Authority in respect of this Agreement to
which the Charges detailed on the Invoice relate (or, in the case of reports issued by
the Contractor for validation by the Authority, then to any such reports as are

validated by the Authority);

0] a contact name and telephone number of a responsible person in the Contractor's

finance department in the event of administrative queries; and

(m) the banking details for payment to the Contractor via electronic transfer of funds (i.e.

name and address of bank, sort code, account name and number).

Each Invoice shall at all times be accompanied by sufficient information ("Supporting
Documentation") to enable the Authority to reasonably assess whether the Charges detailed
thereon are properly payable. Any such assessment by the Authority shall not be conclusive.
The Contractor undertakes to provide to the Authority any other documentation reasonably

required by the Authority from time to time to substantiate an Invoice.

The Contractor shall submit all invoices and Supporting Documentation in such format as the

Authority may specify from time to time to:

with a copy (again including any Supporting Documentation) to such other person and at such

place as the Authority may notify to the Contractor from time to time.

All Contractor invoices shall be expressed in sterling or such other currency as shall be

permitted by the Authority in writing.

The Authority shall only regard an Invoice as valid if it complies with the provisions of this Part
B of Schedule 7.1 and Clause 12 of the Agreement. Where any Invoice does not conform to
these requirements, the Authority will return the disputed Invoice to the Contractor. The

Contractor shall promptly issue a replacement Invoice which shall comply with the same.

Legal02#81838679v1[SEHO01] 16



2.8

2.9

2.10

211

2.12

OFFICIAL

Payment of valid invoices will be made by electronic transfer and prior to submitting any
invoices the Contractor will be required to register their details (Contractor on-boarding) on

the Contracting, Purchasing and Finance (CP&F) electronic procurement tool.

Where the Contractor submits an invoice to the Authority, the Authority will consider and verify

that invoice in a timely fashion.

The Authority shall pay the Contractor any sums due under such an invoice no later than a
period of 30 days from the date on which the Authority has determined that the invoice is valid

and undisputed.

Where the Authority fails to comply with paragraph 2.10 above or there is an undue delay in
considering and verifying the invoice, the invoice shall be regarded as valid and undisputed

for the purposes of paragraph 2.10 after 30 days have passed.

The approval for payment of a valid and undisputed claim for payment by the Authority shall
not be construed as acceptance by the Authority of the performance of the Contractor's

obligations nor as a waiver of its rights and remedies under this Agreement.
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PART C: GAIN SHARE
INTRODUCTION
The purpose of this Part C is to provide a mechanism to govern Gain Share.

The Gain Share shall be measured on an ongoing basis during the Term through the
Reporting Model. The Contractor shall report on the Gain Share Calculation to the Authority

on an annual basis.

The Contractor shall calculate and pay any Authority's Gain Share Amount due to the

Authority in respect of:

(a) the Gain Share Period commencing on the Effective Date and ending on the last day
of Contract Year 5 (or the earlier termination of this Agreement) as soon as
practicable following the fifth (5M) anniversary of the Operational Service

Commencement Date (or the date of earlier termination, as applicable); and

(b) the Gain Share Period commencing on the first day of Contract Year 6 and ending on
the last day of Contract Year 7 (or the earlier termination of this Agreement) as soon
as practicable following the end of Contract Year 7 or earlier termination of this

Agreement
each a "Gain Share Payment Date".

The Contractor shall also be free to propose other gain share or sharing of savings

mechanisms to the Authority when discussing the impact of a Contract Change.
GAIN SHARE CALCULATION

Each Gain Share Calculation shall be prepared in accordance with this Part C of Schedule

7.1 and the gain sharing rates set out in Table 1 to this Schedule 7.1 in paragraph 4 below.

Each Gain Share Calculation shall:

(a) be supplied in both paper and electronic copy;
(b) be certified as correct and accurate by a director of the Contractor;
(c) calculate, in accordance with the methodology used for the calculation of the

Financial Model, the Earned Revenue and Earned Expenses for the relevant Gain

Share Period;

(d) calculate, in accordance with the methodology used in the Financial Model the

Earned Gain for the relevant Gain Share Period;

(e) show separately the amounts of Earned Gain (falling into Band 1, Band 2 and Band 3

as defined in Table 1 below); and

0] show separately the Gain Share Amount, the Contractor's Gain Share Amount and
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the Authority's Gain Share Amount.

Following receipt by the Authority of a Gain Share Calculation, the Contractor shall at its own
expense provide to the Authority any such additional information as it may reasonably request
so that the Authority can verify the accuracy of the Gain Share Calculation. This shall include
the detailed working papers and spreadsheets constructed in accordance with Schedule 7.5

(Financial Reports and Audit Rights) and shall be supplied in both paper and electronic copy.

Within fifteen (15) days of receipt of the Gain Share Calculation and all additional information
required pursuant to paragraph 2.3 of this Part C, the Authority shall notify the Contractor

whether it agrees with or disputes the Gain Share Calculation.
PAYMENT OF AUTHORITY'S GAIN SHARE AMOUNT

If following agreement or determination of the Gain Share Calculation following either or both
of the Gain Share Payment Dates there is a Gain Share Amount for the Authority, then the
Authority's entitlement to such amount shall (at the Authority's discretion) be paid by way of a
deduction from the next invoice levied on the Authority by the Contractor or shall be paid to

the Authority within thirty (30) days of a demand by the Authority.
GAIN SHARING TABLE

The following table details the manner in which Earned Gain achieved by the Contractor
during each Gain Share Period above the level of the Anticipated Contractor Profit Margin

shall be shared between the Authority and the Contractor:

Table 1

Band

Where the Earned Gain is Contractor % share of | Authority % share of

Gain Share Amount Gain Share Amount

Band 1 | Between 0% and <5% over the

Anticipated Contractor Profit Margin.

Anticipated Contractor Profit Margin.

Band 3 | 210% over the Anticipated Contractor

Band 2 | Between 5% and <10% over the | |} [

Profit Margin.
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APPENDIX 1

Monthly Service Charge
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APPENDIX 2

MILESTONE PAYMENTS FOR TRANSFORMATION
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APPENDIX 3 — Rate Cards

Schedule 7.1, Appendix 3. Rate Cards.
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APPENDIX 4 - Allowable Assumptions
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Annex 1to Appendix 4

Master HR List
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Annex 2 to Appendix 4

Legacy Contracts List
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Annex 3 to Appendix 4

Legacy Software List
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Legacy Assets List
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