SCHEDULE 5.1

CHARGES AND INVOICING

VERSION CONTROL

VERSION DATE COMMENT

1.0 July 2017 Execution version
1. DEFINITIONS

In this Schedule, the following definitions shall apply:

"6 Month Reconciliation" the 6 monthly reconciliation relating to Charges and
invoicing, described in Paragraph 10;

"6 Month Review Period" each period of 6 consecutive months commencing on
the 1st April and 1st October in each year under this
Agreement and all Work Packages provided that:

(a) the initial period will be the period from the
Effective Date until 30th September; and

(b) the final period will be the period of 6 months
or less ending on the date on which the
Term expires or terminates in respect of the
final Work Package(s) and commencing on
the immediately preceding 1st April or 1st
October (whichever is the more proximate);

“Balanced Scorecard the 4 balanced scorecard measures as set out in
Measures" Paragraph 6.4.2;

"Bonus" has the meaning given in Paragraph 6.3.2;

“Bonus Fund" has the meaning given in Paragraph 6.3.3;

"Core Team Resource” the Supplier Personnel used to provide the Services

under WP001 as specified in that Work Package;

"Current Expenses Policy’  the Authority's travel and subsistence policy in effect
at the Effective Date, set out in Annex 3;

"Day" 8 hours or more delivered by the same individual
worked on the same day, whether or not such hours
are worked consecutively,

"Day Rate" a rate identified as such in the Rate Card;

AGREEMENT FOR SERVICES IN RELATION TO HMCTS COURT REFORM PROGRAMME
SCHEDULE 5.1 — CHARGES AND INVOICING 1



"Delay Credit"

“Delay Credit Rate"

"Delay Deduction Period"

"Differential”
"Direct Costs"
“Discount"

"Estimated Rates"

“Fixed Price"

"High Risk"

“Incurred Rates"

"Mandatory"

“Milestone Payment"

"Monthly BSM Performance
Score"

"Open Book Data"

"Optional"

"Overall BSM Performance
Score"

"Overhead"

a credit payable by the Supplier to the Authority in
respect of a Delay in achieving a Key Milestone under
a Work Package as specified in Paragraph 3.8.5(a);

has the meaning given in Paragraph 3.9.1(a);

the period of days specified as such within the
relevant Work Package commencing on the Milestone
Date for the Key Milestone concerned;

has the meaning given in Paragraph 3.8.2;
has the meaning given in Part E to this Schedule;
the discount of ;

the amount calculated by multiplying the effort of
resources planned to be utilised to deliver a Work
Package by their applicable Rates (such amount
being identified in the relevant Work Package and
upon which the agreed Charges for the Work Package
were based);

a primary charging mechanism that may apply to a
Work Package as described in Paragraph 2;

an agreed categorisation of a Work Package as being
high risk in accordance with Paragraph 3.7.2;

the amount calculated by multiplying the actual effort
time of resources utilised to deliver a Work Package
by their applicable Rates;

a secondary charging mechanism under Paragraph 3
that shall automatically apply to a Work Package
unless otherwise expressly stated in the Work
Package;

the payment due from the Authority to the Supplier
upon the Supplier's achievement of a Milestone in
respect of a Fixed Price Work Package;

the weighted average Performance Score for any
calendar month calculated in accordance with
Paragraph 6.4.8;

has the meaning given in Part E to this Schedule;

a secondary charging mechanism under Paragraph 3
that the Authority may at its option apply to a Work
Package;

the overall Performance Score across the Balanced
Scorecard Measures for the relevant 6 Mont Review
Period (or part thereof) calculated in accordance with
Paragraph 6.4.10;

those amounts which are intended to recover a
proportion of the Supplier's or a Sub-contractor's (as
the context requires) indirect corporate costs

AGREEMENT FOR SERVICES IN RELATION TO HMCTS COURT REFORM PROGRAMME
SCHEDULE 5.1 — CHARGES AND INVOICING



"Partnership Incentive
Mechanism"

*Performance Score"

"Productivity Reduction”
"Rate"

"Rate Card"

“Reimbursable Expenses"”

"Resource Augmentation"

"Retention"”
"Retention Fund"

"Risk Category"

(including financing, marketing, advertising, research
and development and insurance costs and any fines
or penalties) but excluding allowable indirect costs
apportioned to facilities and administration in the
provision of Supplier Personnel and accordingly
included within limb (a) of the definition of "Direct
Costs" or the Rates;

the retention and bonus mechanism to incentivise the
Supplier to assist in the achievement of the
overarching objectives of the HMCTS Reform
Portfolio as described in Part C;

the performance score for each individual Balanced
Scorecard Measure determined in accordance with
the provisions of Paragraph 6.4;

has the meaning given in Paragraph 3.8.1;
a Day Rate;

the tables of Day Rates set out in Annex 2 for the
Supplier and/or relevant Sub-contractors;

reasonable out of pocket travel and subsistence (for
example, hotel and food) expenses, properly and
necessarily incurred in the performance of the
Services, calculated at the rates and in accordance
with the Authority's expenses policy current from time
to time (being, at the Effective Date, the Current
Expenses Policy), but not including:

(a) travel expenses incurred as a result of
Supplier Personnel travelling to and from
their usual place of work (sometimes
referred to as a base or permanent location),
or to and from the premises at which the
Services are principally to be performed,
unless the Authority otherwise agrees in
advance in writing (in each case as such
place, location or premises is or are
specified in the relevant Work Package);
and

(b) subsistence expenses incurred by Supplier
Personnel whilst performing the Services at
their usual place of work, or to and from the
premises at which the Services are
principally to be performed,;

a primary charging mechanism that may apply to a
Work Package as described in Paragraph 2;

has the meaning given in Paragraph 6.2.2;
has the meaning given in Paragraph 6.2.3;

each of the 3 risk categories set out in the table in
Paragraph 3.7.2;
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"Risk Factor Uplift"

"Rolled Retention Fund"

"Rolled Bonus Fund"

“Supplier Profit"

"Supplier Profit Margin"

"Supporting
Documentation”

has the meaning given in Paragraph 3.7.1;

any Retention Fund not released in respect of a 6
Month Review Period which is rolled forward by the
Portfolio Board in accordance with Paragraph 6.5.5

any Bonus Fund not released in respect of a 6 Month
Review Period which is rolled forward by the Portfolio
Board in accordance with Paragraph 6.5.5

in relation to a Work Package, the difference between
a) the total Charges (in nominal cash flow terms but
excluding any Deductions) and b) the total Direct
Costs (in nominal cash flow terms) and Overhead for
the relevant period or in relation to the relevant Work
Package;

in relation to a Work Package the Supplier Profit for
the relevant Work Package divided by the Charges for
that Work Package and expressed as a percentage;
and

sufficient information in writing to enable the Authority
reasonably to assess whether the Charges,
Reimbursable Expenses and other sums due from the
Authority detailed in the information are properly
payable, including copies of any applicable
confirmations of Milestone Achievement or receipts.
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2.1

2.2

2.3

24

2.5

PART A
MENU OF CHARGING APPROACHES FOR WORK PACKAGES
PRIMARY CHARGING MECHANISMS

The Charges applicable to each Work Package shall be set out in the relevant Work
Package and calculated using one of the following primary charging mechanisms:

Resource Augmentation, in which case the provisions of Paragraphs 2.2 to 2.3 shall
apply; or

Fixed Price, in which case the provisions of Paragraphs 2.4 to 2.5 shall apply.
Resource Augmentation

The Authority intends to select Resource Augmentation as the primary charging
mechanism for Work Packages in exceptional circumstances only, such as where it is
not feasible to adopt a fixed price approach because of difficulties in defining scope or
risk.

For Work Packages where the Authority selects a Resource Augmentation primary
charging mechanism:

2.3.1 Charges shall be based on the applicable Rates calculated in accordance with
the applicable Rate multiplied by the number of Days actually incurred,
together with any additional charges expressly approved by the Authority
within the Work Package;

2.3.2 the Work Package shall include an estimate of the total Charges for the
Services to be carried out under that Work Package and the Supplier shali not
be entitied to charge or invoice for any time or amount which exceeds the
estimate stated in the relevant Work Package without the prior written
approval of the Authority;

2.3.3 the Supplier shall report to the Authority on a weekly basis on actual resource
utilisation against the relevant estimate in accordance with the provisions of
Paragraph 2.8; and

2.34 no overtime shall be payable.
Fixed Price

The Authority intends to select Fixed Price as the primary charging mechanism for Work
Packages in all but the exceptional circumstances as outlined in Paragraph 2.2.

For Work Packages where the Authority selects a Fixed Price primary charging
mechanism:

2.5.1 the applicable Charges shall be agreed as a firm price within the Work
Package; and

25.2 Charges for a Fixed Price Work Package shall not exceed an amount equal
to the applicable Rates multiplied by the number of Days actually incurred,
together with any additional charges expressly approved by the Authority
within the Work Package with any Risk Factor Uplift then added in accordance
with the provisions of Paragraph 3.7.
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General Charging Principles

2.6 In calculating the Charges for Resource Augmentation and Fixed Price Work Packages,
the Supplier shall:

2.6.1

2.6.2

2.6.3

264

2.6.5

2.6.6

2.6.7

apply a reduction to the Rates at a Work Package level, to reflect daily rates
that are available to the Authority in respect of services of the Supplier that
are similar to the Services pursuant to a Crown Commercial Service or other
Government framework agreement to which the Supplier is a party from time
to time (and the Supplier shall promptly notify the Authority of the same). For
the avoidance of doubt, for the purposes of this Paragraph, in determining any
reduction in the Rates the Parties shall take into account the primary and
secondary charging mechanisms applicable to the relevant Work Package
and the overarching Partnership Incentive Mechanism such that the
comparison is on a like for like basis;

ensure that if a Contract Change requires a change to any Charges, or a new
application of Charges, the change or new application shall be calculated in
accordance with the Rates;

only include time spent by Supplier Personnel properly working on the
Services, excluding time spent on travelling and lunch breaks unless
specifically approved within the Work Package;

not be entitled to apply any uplift for risks or contingencies within its Rates
(save as expressly provided for in this Schedule);

charge the Authority for any materials at cost price, unless otherwise approved
within the relevant Work Package;

where relevant, charge the Authority a fixed price for certain non-resource
based elements as agreed by the parties in paragraph 3 of the relevant Work
Package;

only be entitled to be paid Charges that have been properly and reasonably
incurred, taking into account the Supplier’s obligation to deliver the Services
in a proportionate and efficient manner.

2.7 The Authority shall not be liable to pay more than once for the same resource, for
example where that resource is used in more than one capacity under a Work Package
or is used under more than one Work Package. Accordingly, the Supplier shall:

2.7.1

2.7.2

ensure that the Charges applicable to any Work Package are reduced to
reflect any such re-use of resource; and

reimburse the Authority where any resource has been re-used as described
in this Paragraph 2.7 and the Supplier has recovered the costs of that resource
more than once.

Without limitation, this shall apply to re-use of Core Team Resources under Work
Package 001 (Core Team) to deliver elements of any other Work Package.

2.8 For both Fixed Price and Resource Augmentation Work Packages, the Supplier shall
keep records of Days properly worked by Supplier Personnel (in the form of timesheets)
and expenses incurred and submit a summary of the relevant records with each invoice.
If the Authority requests copies of such records, the Supplier shall make them available
to the Authority within 10 Working Days of the Authority's request.
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2.9

2.10

3.1

3.2

3.3

34

3.5

3.6

The Supplier acknowledges and agrees that, save as expressly set out in this
Agreement or a Work Package in relation to any Reimbursable Expenses, the Rates
are fully inclusive (including expenses and incidental costs).

The Rates, Charges and other amounts and sums payable to the Supplier under this
Agreement shall not be adjusted by indexation or any other mechanism to reflect the
effects of inflation.

SECONDARY CHARGING MECHANISMS

The primary charging mechanisms referred to in Paragraph 2 are supplemented by the
Mandatory and Optional secondary charging mechanisms, each of which is described
in detail in this Paragraph 3.

Mandatory secondary charging mechanisms automatically apply to the Work Package
unless expressly dis-applied within the Work Package.

The Authority shall state, in each Work Package, which of the Optional secondary
charging mechanisms shall apply.

For the avoidance of doubt, a Mandatory or Optional secondary charging mechanism
shall only apply (if Mandatory) or be available as an option (if Optional) if ticked in the
table below for the relevant primary charging mechanism.

Resource Augmentation Fixed Price
Discount v (Mandatory) v (Mandatory)
Milestone Payments N/A v (Mandatory)
Risk Factor Uplift N/A v (Mandatory)
Productivity Reduction N/A v (Optional)
Delay Credits N/A v (Optional)

Discount

3.5.1 The Supplier shall apply the Discount to the Charges as a straight discount.
This discount shall be applied to the Rates that are used to caiculate the
Resource Augmentation Work Package Charges and/or the Fixed Price Work
Package Charges.

Milestone Payments

3.6.1 All Fixed Price Work Packages are subject to a Milestone Payment secondary
charging mechanism. The Supplier shall be entitled to invoice the Authority
for each Milestone Payment on the achievement of the associated Milestone.

3.6.2 Milestones for Deliverables may relate to:

(a) the Supplier's delivery of products or Services or documentary reports;
(b) business outcomes of the Authority; and/or
(c) other items,
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3.6.3

(@)

(b)

3.6.4

3.6.5

as specified within the relevant Work Package.

All documentary Deliverables must meet the following generic Milestone
acceptance criteria which shall apply to relevant Deliverables and Milestones
under all Work Packages unless expressly stated otherwise in the relevant
Work Package. The Deliverable must be:

in accordance with the agreed format, scope and applicable requirements set
out in the Work Package;

clearly written, in language that those parties who will need to refer to the
document should be able to understand,

relevant and appropriate to the audience in both tone and content;

complete, with an appropriate level of detail and any relevant cross-
references; and

free of obvious errors of spelling, grammar, numbering or order, duplications
or omissions.

These criteria shall be supplemented by additional Acceptance Criteria within
the Work Package. The Parties shall follow the acceptance process in
accordance with Clause 8.

Each invoice relating to a Milestone Payment shall be supported by evidence
that the Authority has confirmed, in accordance with Clause 8.5.1, that the
Deliverable has met the applicable Acceptance Criteria and accordingly that
the Milestone has been Achieved.

3.7 Risk Factor Uplift

3.7.1 All Fixed Price Work Packages are subject to a Risk Factor Uplift secondary
charging mechanism. Accordingly, for these Work Packages, the Supplier
may include within the Charges an uplift charge (a "Risk Factor Uplift").

3.7.2 The Risk Factor Uplift shall be agreed within the Work Package based on the
expected risk profile of the Work Package which, for each Risk Category, shall
be capped at the applicable percentage set out below:

Risk Definition Maximum
Category uplift (%)

Low Risk | Work Package where the requirements are well

defined and the assumptions/dependencies are
minimal and/or well understood and manageable.

Medium Work Package where the Supplier bears delivery risk
Risk

based on a lack of detail in the requirements and/or
the assumptions/dependencies are reasonably
identified and/or understood and reasonably
manageable but expose the Supplier to risk.

High
Risk

Work Package for complex project where the
requirement is not completely defined and the
assumptions/dependencies are not clearly identified
and/or understood and will present a significant
challenge for the Supplier to manage.
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3.7.3

(@)

(b)

()

3.74

(@)

(b)

In the case of a High Risk Work Package:

the Work Package shall detail the risks in respect of which the Risk Factor
Uplift has been applied;

the Supplier shall track the extent to which such risks actually materialise
during the term of the Work Package and report on this on a weekly basis to
the Authority; and

following the completion of the Work Package, the Supplier shall be required
to reimburse the Authority all or part of the Risk Factor Uplift in fair proportion
to the degree to which the risks actually materialised.

Where reimbursement to the Authority is determined in accordance with
Paragraph 3.7.3(c) the Supplier shall either:

issue a credit note to the Authority in respect of the value of the reimbursement
for the Authority to set off against future invoices; and/or

where no such future invoices are due and/or there would be insufficient
invoices to set off the value in full within 6 months, then the Supplier shall
make a payment to the Authority of a sum equal to any balance remaining.

3.8 Productivity Reduction

3.8.1

3.8.2

(@)

(b)

3.8.3

For Fixed Price Work Packages that are subject to a Productivity Reduction
secondary charging mechanism, the Authority shall be entitled to a
retrospective reduction in the Charges ("Productivity Reduction®) if the
actual resources and effort used to deliver any Milestone within the Fixed
Price Work Package are less than the estimated resources and effort for that
Milestone as defined within the Work Package, and as reported in accordance
with the provisions of Paragraph 2.8.

The Productivity Reduction shall be calculated as the amount by which the
relevant Incurred Rates are lower than the Estimated Rates (as such are
reduced by any Risk Factor Uplift which has been reimbursed to the Authority
in accordance with the provisions of Paragraph 3.7) (the "Differential") and
the Differential shall be applied as follows:

where the Supplier cannot evidence, to the Authority's satisfaction, that the
Differential (or any amount thereof) does not directly result from the Supplier's
proactive actions to improve the efficiency and/or effectiveness of the Supplier
Personnel or systems, the Differential shall be retained by the Authority in full
(this includes any Differential which is due to de-scoping of the Work Package
requirements);

where the Supplier can evidence, to the Authority's satisfaction, that the
Differential (or any amount thereof) directly resulted from its proactive actions
to improve the efficiency and/or effectiveness of the Supplier Personnel or
systems, such Differential shall be shared between the Supplier and the
Authority in accordance with the provisions of Paragraph 3.8.3.

Differential amounts that are to be shared between the Supplier and the
Authority in accordance with Paragraph 3.8.2(b) shall be shared in the
percentage proportions specified in the Work Package.
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3.8.4

(@)

(b)

(c)

3.8.5

(@)

(b)

Within 10 Working Days of completion of each Fixed Price Work Package to
which a Productivity Reduction applies, the Supplier shall submit to the
Authority a report setting out:

the Incurred Rates and a copy of the Estimated Rates copied from the Work
Package and the Differential;

evidence that the Differential is as a direct result of the proactive actions of
the Supplier to improve the efficiency and/or effectiveness of the Supplier
Personnel or systems;

a statement of the share of the Differential to which the Authority is entitled
under Paragraphs 3.8.2(a) and 3.8.2(b).

The Parties shall seek to agree the Productivity Reduction and the associated
shares Paragraphs 3.8.2(a) and 3.8.2(b) (and shall refer any Dispute in this
regard to the Dispute Resolution Procedure). Where it is agreed or
determined that the Authority is entitled to a Productivity Reduction share, the
Supptier shall, within 30 days of the amount being agreed or determined:

issue a credit note to the Authority in respect of the relevant amount against
the relevant final invoice(s) due for such Work Package; and/or

where the final invoice(s) for such Work Package is or are not sufficient and/or
has or have already been paid, pay the share to the Authority in cleared funds.

3.9 Delay Credits

3.9.1

(@)

(©)
3.9.2

3.9.3

3.94

As part of a Fixed Price Work Package, the Authority may require the Supplier
to pay Delay Credits if a Key Milestone has not been achieved on or before
the relevant Milestone Date. Any such Delay Credits shall be specified in the
Work Package and, unless specified otherwise in the Work Package, shall
accrue:

at the daily rate (the "Delay Credit Rate") determined in accordance with
Paragraph 3.9.2;

from (but excluding) the relevant Milestone Date to (and including) the later
of:

(i) the date on which the Milestone is achieved; and

(i) the expiry of the Delay Deduction Period that is specified
in the Work Package; and

on a daily basis, with any part day’s Delay counting as a day.

The Delay Credit Rate shall be as specified in the relevant Work Package,
exclusive of VAT.

Where the Supplier is liable to pay a Delay Credit, the Supplier shall procure
that a credit in the appropriate amount is raised immediately and a payment
made to the Authority at the next 6 Month Reconciliation. Any amounts paid
to the Authority in respect of Delay Credits shall not be refundable to the
Supplier in any circumstances.

The Parties agree that Delay Credits calculated in accordance with the
applicable Delay Credit Rates are not the Authority's exclusive remedy in
relation to Delay and are without prejudice to the Authority's other rights and
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4.1

4.2

4.3

remedies including damages and are set at a rate that reflects the following
factors:

(a) the Authority's legitimate commercial interest in deterring the Delay and in
protecting that interest in a proportionate manner, and/or

(b) the Delay Credits being proportionate to the minimum loss that the Authority
is likely to incur should a Delay arise in respect of the relevant Key Milestone.

REIMBURSABLE EXPENSES

Where expressly permitted within a Work Package, the Supplier shall be entitled to be
reimbursed by the Authority for Reimbursable Expenses (in addition to being paid the
relevant Rates or fixed price), provided that such Reimbursable Expenses are
supported by Supporting Documentation and are levied subject to any cap expressed
within the Work Package.

The Authority shall provide a copy of its current expenses policy from time to time to the
Supplier upon request (the Current Expenses Policy as at the Effective Date being set
out in Annex 3).

Except as expressly set out in Paragraph 4.1, the Charges shall include all costs and
expenses relating to the Deliverables, the Services and/or the Supplier's performance
of its obligations under this Agreement (including all Work Packages) and no further
amounts shall be payable by the Authority to the Supplier in respect of such
performance, including in respect of matters such as:

4.3.1 any incidental expenses that the Supplier incurs, including travel, subsistence
and lodging, document and report reproduction, shipping, desktop and office
equipment costs required by the Supplier Personnel, including network or data
interchange costs or other telecommunications charges; or

43.2 any amount for any services provided or costs incurred by the Supplier prior
to the Effective Date.
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PART B

INITIAL WORK PACKAGES

5. CHARGES FOR THE INITIAL WORK PACKAGES

5.1 Initial Work Packages

5.1.1

(a)

(b)

The primary charging mechanism for each of the Initial Work Packages is
Fixed Price and the applicable secondary charging mechanisms are set out in
Annex 1 to Schedule 2.1 (Services Description).

Annex 1 sets out the Fixed Price for each of the Initial Work Packages,
identifying the Milestones and their associated Milestone Payments.

Each Work Package shall also set out an amount that shall be the maximum
Reimbursable Expenses for such Work Package. These amounts operate as
caps and, accordingly: _

in no circumstances shall the Supplier be entitled to claim as Reimbursable
Expenses any amounts exceeding the applicable cap;

to the extent that any Milestone Payment is invoiced and/or paid and such _
invoice or payment includes any amount in excess of:

(i) the Reimbursable Expenses actually incurred; and/or
(ii) the applicable expenses cap,
the Supplier shall procure that a credit in the appropriate amount is

raised immediately and, where required, a reimbursement made to
the Authority within 30 days.
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6.

6.1

PART C

PARTNERSHIP INCENTIVE MECHANISM

PARTNERSHIP INCENTIVE MECHANISM

General

6.1.1

The Authority wishes to incentivise the Supplier to assist in the achievement
of the overarching objectives of the HMCTS Reform Programme and reflect
the partnering relationship which:

(a) recognises additional and quantifiable value created by the Supplier;
and
(b) demands a level of performance from the Supplier that enables the

Authority to meet its overarching objectives.

The Partnership Incentive Mechanism is designed to provide this incentive
and contains two main features:

(a) Retentions within a Retention Fund; and
(b) Bonuses with a Bonus Fund,
each of which is described in more detail below.

The Parties agree that until the expiry of 16 weeks following the Services
Commencement Date:

(a) the Parties shall monitor and measure each of the Balanced
Scorecard Measures in accordance with this Schedule; but

(b) no Retentions shall be applied to invoices for such period; and

(c) such period shall be discounted for the purposes of calculating the
Overall BSM Performance Score for the first 6 Month Review
Period.

At the end of such period if the monitoring in accordance with Paragraph
6.1.3(a) has identified any issues or anomalies the Parties shall meet to
discuss these and agree any changes to the Partnership Incentive Mechanism
to take account of these. If the Parties are unable to agree any changes, the
Partnership Incentive Mechanism shall continue in accordance with this
Schedule without amendment.

During the 16 week review period referred to in paragraph 6.1.3, the Parties
shall discuss and agree the details of the benefits realisation measure
described in paragraph 6.4.6(b), including the scope of the benefits to be
measured. Any changes to this Agreement resulting from such discussions
shall be made in accordance with the Change Control Procedure and shall,
unless otherwise agreed by the Parties, be agreed within 3 months of the
Services Commencement Date.

During the 16 week period following the Services Commencement Date, the
Parties shall discuss and agree the applicability and amount of the Bonuses
described in paragraph 6.3 to each of the Initial Work Packages. Any changes
to this Agreement resulting from such discussions shall be made in
accordance with the Change Control Procedure and shall, unless otherwise
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6.2

6.3

6.4

agreed by the Parties, be agreed within 16 weeks of the Services
Commencement Date.

Retentions and the Retention Fund

6.2.1

6.2.2

6.2.3

All Work Packages under this Agreement shall be subject to the application of
Retentions.

In respect of:

(a) each invoice for Charges under Resource Augmentation Work
Packages; and

(b) each invoice for Milestone Payments under Fixed Price Work
Packages,

the Authority shall withhold payment of of the total value of such invoice
(excluding any Reimbursable Expenses) (a "Retention"”).

The aggregate Retentions withheld by the Authority in accordance with
Paragraph 6.2.2 shall constitute the “Retention Fund" and shall be retained
by the Authority or released to the Supplier in accordance with the process set
out in Paragraph 6.5.

Bonuses and the Bonus Fund

6.3.1

6.3.2

6.3.3

The Authority may, at its option, designate that any Fixed Price Work Package
is eligible for a Bonus and this shall be stated in the Fixed Price Work Package
when it is entered into between the Parties. This will be based on there being
a direct link between the outcomes of the Fixed Price Work Package and
benefits realisation.

The relevant Work Package shall specify:
(a) that the Bonus mechanism applies;

(b) the %age uplift of each relevant Milestone Payment (and such sum
shall be the "Bonus" for such Milestone Payment).

For each invoice for Milestone Payments payable by the Authority under a
Fixed Price Work Package the Authority shall create a "Bonus Fund® based
on the aggregate Bonus values for all such Milestone Payments. Such Bonus
Fund shall be retained by the Authority or released to the Supplier in
accordance with the process set out in Paragraph 6.5.

Measuring Performance against the Balanced Scorecard Measures and
calculating the Overall BSM Performance Score

6.4.1

6.4.2

The Supplier's performance under this Agreement and all Work Packages will
be measured on a monthly basis in accordance with the provisions of this
Paragraph 6.4.

The Balanced Scorecard Measures (BSM) are made up of 4 key measures as
follows:

Balanced Scorecard Measure Measurement Source

(a) Overall Portfolio RAG status | Monthly Portfolio Reporting and as agreed

by Portfolio Board
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“(b) Overall Benefits Realisation | Monthly Portfolio Reporting and as agreed
by Portfolio Board

() Relationships and Monthly Contract Performance Report as
Behaviours defined in Schedule 6.1 (Governance and
Contract Management)

(d) Knowledge Transfer | Monthly Contract Performance Report as
defined in Schedule 6.1 (Governance and
Contract Management)

6.4.3 The Balanced Scorecard Measures will be weighted to represent their
respective importance to the Authority, according to the table below:

Balanced Scorecard Measure Weighting

(a) Overall Portfolio RAG status

(b) Overall Benefits Realisation

(c) Relationships and Behaviours

(d) Knowledge Transfer

6.4.4 The Parties shall review the Balanced Scorecard Measures and the
weightings set out in Paragraph 6.4.3 at the Portfolio Board from time to time
and shall agree any variations or adaptations to these (in good faith) in order
to reflect the changing stages of the HMCTS Reform Programme and,
therefore, the changing importance of the measures over time. In particular,
the Authority will wish to consider the addition of a measure to the Balanced
Scorecard Measures which focuses on a key customer
satisfaction/improvement metric.

6.4.5 At each monthly HMCTS Contract Management Meeting, the Supplier's
performance for the immediately preceding calendar month against each
Balanced Scorecard Measure shall be allocated a Performance Score by the
Authority in accordance with the remaining provisions of this Paragraph 6.4.
All Balanced Scorecard Measures are calculated at HMCTS Reform
Programme level and not at Work Package level.

6.4.6 The Performance Score for each Balanced Scorecard Measure shall be
calculated as follows:-

(a) Portfolio RAG status - the overall RAG status of the HMCTS
Reform Programme as reported and agreed at the monthly Portfolio
Board. See example below:
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The Performance Score will be allocated as follows based on the RAG status

allocated:
Corresponding
Reported RAG Performance Score
RAG Status = Red o
RAG Status = Red/Amber 1
RAG Status = Amber 2
RAG Status = Amber Green 3
RAG Status = Green 4

At the Services Commencement Date, the RAG status reporting shall be
determined in the same manner as that used by the Authority immediately
before the Services Commencement Date. However, it is recognised that this
may be adjusted from time to time, in which case the Parties will agree the
impact on this measure in accordance with the Change Control Procedure.

(b) Benefits Realisation - the relative deviation from the baseline
benefits realisation target, as reported and agreed at the monthly
Portfolio Board. See example below: .

HMCTS Portfolio Benefits Realisation
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The Parties acknowledge that the tracking of benefits realisation against the
HMCTS Reform Programme budget is a key factor for the Authority in the
assessment of this Balanced Scorecard Measure.

On a monthly basis the Authority will track:-

i) HMCTS Reform Programme budget for the relevant month (*Portfolio
Budget");

i) HMCTS Reform Programme actual expenditure for the relevant month
("Portfolio Expenditure");

iii) the value of the Portfolio Budget less Portfolio Expenditure (which if positive
and the difference is greater than 2% shall "Under Budget" and if negative
and the difference is greater than 2% shall be "Over Budget");

iv) the benefits target for the relevant month (“Benefits Target");

v) the actual benefits realisation for the relevant month ("Benefits
Realisation");

vi) the value of the Benefits Target less the Benefits Realisation (which if
positive shall be "Above Target Benefits" and if negative shall be "Below

Target Benefits").

The ideal scenario is Above Targets Benefits with Under Budget expenditure.
The worst-case scenario is Below Target Benefits and yet Over Budget
expenditure.

Therefore, in awarding the Performance Score for this Balanced Scorecard
Measure the Authority shall review in accordance with the table below (and
‘on target' for the purposes of scenario (d) for the Portfolio Budget shall be
within the tolerances set out above such that it is not Over Budget and not

Under Budget).
E’ Scenario (c) Scenario (e)
c 9@ Portfolio is Over Budget and Portfolio is Under Budget and
o o Benefits Realisation is above Benefits Realisation is
=) Gl
© target above target
2 3 Scenario (d)
8 < Portfolio budget and
o« Benefits realisation are
= both on target .
£ e Scenario (a) Scenario (b)
o< Portfolio is Over Budget and Portfolio is Under Budget and
Qo © Benefits Realisation is under Benefits Realisation is
@ 8 t under target
arget g
H
S
[20]
Over Budget Under Budget

Portfolio Budget
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In recognition of the link between benefits realisation and HCMTS Reform
Programme expenditure budget, the Performance Score for Benefits
Realisation will be allocated as follows:

Benefits Realisation Scenario Corresponding Performance Score
Scenario (a)

Scenario (b)

Scenario (c)

Scenario (d)

Bl W N ] O

Scenario {e)

At the Services Commencement Date, the Benefits Target and the Portfolio
Budget for the Benefits Realisation and Portfolio expenditure budget shall be
determined in the same manner as that used by the Authority immediately
before the Services Commencement Date. However, it is recognised that
these baselines may be adjusted from time to time (including to re-profile the
benefits realisation curve (for quantum and/or time), in which case the Parties
will agree the impact on this measure in accordance with the Change Control
Procedure (including where the curve is changed to reset the baseline
measure to reflect such change in order to ensure that the Supplier is not
disadvantaged or advantaged overall by such change). For the avoidance of
doubt, this process is to consider the impact and nothing in this Paragraph
shall give the Supplier any right to steer and/or require any profile changes
and/or RAG decisions and/or other changes to the Balanced Scorecard
Measures which shall at all times be for the sole discretion of the Authority.

(c) Relationships and Behaviours — calculated according to the
relevant score achieved by the Supplier in the Monthly Contract
Performance Report provided by the Supplier in accordance with
Schedule 6.1 (Governance and Contract Management) and should
correlate with the Partnership Charter (based on Partnership
Principles set out in Schedule 6.6 (Partnership Principles)).

Feedback Survey Results Corresponding
Performance Score

Very Poor 0
Poor 1
OK 2
Good 3
Very Good 4
(d) Knowledge Transfer — the overall score for knowledge transfer

achieved by the Supplier in the Monthly Contract Performance
Report provided by the Supplier in accordance with Schedule 6.1
(Governance and Contract Management) once it has been agreed
at the HMCTS Contract Management Meeting.

Knowledge Transfer Score Corresponding
as set out in Monthly Performance Score
Contract Performance

Report and agreed at the
HMCTS Contract
Management Meeting
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Very Poor

Poor

0
1
(0] ¢ 2
3
4

' Good o o

_Very Good

6.4.7 Any Dispute in relation to the Performance Score allocated for any Balanced
Scorecard Measure shall be resolved by the Parties in accordance with the
Dispute Resolution Procedure.

6.4.8 The Monthly BSM Performance Score shall be calculated according to the
weighting set out in Paragraph 6.4.3, and in accordance with the following
table:

Month 1
Month 1 Performance

Balanced Scorecard Performance Weighted
Measure Weighting Score Score

g‘/)\g‘gzﬂspomo“o (@) v (m) = (a) x (1)

(b) Overall Benefits
Realisation

(b) (u) (n) = (b) x (u)

(c) Relationships
and Behaviours

(©) v) (0) = (c) x (v)

(d) Knowledge

Transfer (d) (w) (p) = (d) x (w)
(m) + (n) + (0) +
Monthly BSM Performance Score (p)

The Monthly BSM Performance Score for each Balanced Scorecard Measure
shall be rounded up to the nearest one decimal place prior to adding these up
to generate the Monthly BSM Performance Score.

Set out below is a worked example of the calculation of the Monthly BSM
Performance Score which is provided as an illustrative example only.

Month 1
Month 1 Performance

Balanced Scorecard Performance Weighted
Measure Weighting Score Score

(a) Overall Portfolio

RAG status 50% 3 15
(b) Overall Benefits

Realisation 30% 2 0.6
(c) Relationships

and Behaviours 10% 4 0.4
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Monthly BSM Performance Score 2.8

6.4.9 At each monthly Portfolio Board the Monthly BSM Performance Score for the
immediately preceding month shall be submitted to it by the HMCTS Contract
Management Meeting and shall be reviewed and validated by the Portfolio
Board.

6.4.10 Following the end of each 6 Month Review Period an Overall BSM
Performance Score for such 6 Month Review Period shall be calculated in
accordance with the following table:

Reporting Month Monthly BSM Performance Score

Month 1 (a)

Month 2 ()

Month 3 ©)

Month 4 (d)

Month 5 (e)

Month 6 ®

Overall BSM

Performance ((@+(b)+(c)+(d)+(e)+(P)/6
Score

The Overall BSM Performance Score shall be rounded up to the nearest one
decimal place to generate the final Overall BSM Performance Score.

If the first and final 6 Month Review Period do not constitute a full 6 month
period, then the average Monthly BSM Performance Score for all whole
calendar months in such 6 Month Review Period shall be the Overall BSM
Performance Score for such 6 Month Review Period.

Set out below is a worked example of the calculation of the Overall BSM
Performance Score which is provided as an illustrative example only.

Reporting Month Monthily BSM Performance Score
Month 1

Month 2 3.1

Month 3 2.8

Month 4 2.6

Month 5 3.3
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Month6 - 35

“Overall BSM o
Performance Score 18/6=3
6.5 Release of Retention Fund and/or Bonus Fund

6.5.1 Following the end of the 6 Month Review Period, the next Portfolio Board shall,
for such completed 6 Month Review Period:

(a) review the Overall BSM Performance Score;

(b) calculate the total Retention Fund,

(c) calculate the total Bonus Fund; and

(d) where applicable, agree any Rolled Retention Fund or any Rolled
Bonus Fund.

6.5.2 Subject to Paragraph 6.5.5 below, the release of the Retention Fund (together
with any Rolled Retention Fund) and Bonus Fund (together with any Rolled
Bonus Fund) shall be calculated according to the following table and the %age
release shall be calculated on a linear scale (5% increase for each additional
0.1 increase in Overall BSM Performance Score or 10% increase for each
additional 0.1 increased between 3.5 and 4 for the Bonus Fund release) where
it falls within a band for release:

Equivalent %ge of Retention  %ge of Bonus
Performance Fund (together Fund (together
with any Rolled with any Rolled

Overall BSM Retention Fund) Bonus Fund)
Performance released to released to
Score Supplier Supplier

¥ Very Poor& | |

| 0-1.49 Poor | 0% | 0% |
b e — | | TN ey ——m = ]
{ 1.5-2.5 Ok 0% — 50% 0%
| Bl 1 L |
' 2535 : Good - 50% - 100% 0% - 50%

B "*:25?4‘"-1' “VeryGood | 100% | 50%-100%
. l

Worked Example — for illustrative purposes only

if the Overall BSM Performance Score is 2.5, 50% of the Retention Fund shall
be reieased and 0% of the Bonus Fund shall be released.

If the Overall BSM Performance Score is 3, 75% of the Retention Fund is
released and 25% of the Bonus Fund shall be released.

If the Overall BSM Performance Score is 3.7, 100% of the Retention Fund is
released and 60% of the Bonus Fund is released.

6.5.3 All releases from the Retention Fund (and any Rolled Retention Fund) and
Bonus Fund (and any Rolled Bonus Fund) shall be agreed at the Portfolio
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Board prior to release. Once these have been agreed by the Portfolio Board
such release shall be paid at the next 6 Month Reconciliation in accordance
with Paragraph 10.4 of Part E of this Schedule 5.1.

6.5.4 Notwithstanding the above calculations, the Portfolio Board reserves the right
to refuse any Bonus Fund (or Rolled Bonus Fund) release either:

(a) where the benefits delivered to Authority are not demonstrable and
auditable to show value add to the Authority; or

(b) where less than 100% of the Retention Fund (and any Rolled
Retention Fund) is released in the same 6 Month Review Period.

6.5.5 The Parties recognise that in some circumstances it may be beneficial to roll
forward any sums not released in order that the Supplier gains the opportunity
to recover these based on subsequent performance and, therefore, is
incentivised to invest in recovering the performance levels across the
Balanced Scorecard Measures in the subsequent 6 Month Review Period.
Therefore, if less than 100% of the Retention Fund (and any Rolled Retention
Fund) and/or Bonus Fund (and any Rolled Bonus Fund) ("Unpaid Funds")
are released to the Supplier at the end of the relevant 6 Month Review Period,
then the Portfolio Board shall review and either:

(a) where the Supplier demonstrates to the Authority's reasonable
satisfaction that there is benefit to the Authority in rolling forward the
Unpaid Funds (or any part thereof), roll forward such sums and such
sums shall be Rolled Retention Fund and/or Rolled Bonus Fund (as
applicable) for the purposes of this Paragraph; or

(b) in all other circumstances, reset the Retention Fund and Bonus
Fund to zero for the following 6 Month Review Period.

6.5.6 If the release of funds in accordance with this Paragraph 6.5 would cause the
Supplier Profit Margin for the 6 Month Review Period to which the release
relates to exceed the maximum Supplier Profit Margin set out in Paragraph
10.3 of Part E of Schedule 5.1, then the amount to be released shall be
reduced to such an amount that ensures the Supplier Profit Margin is not
exceeded.

6.5.7 If this Agreement is terminated at any time:

(a) under Clause 33.1.1(a) (for convenience by the Authority) the
average Monthly BSM Performance Score for all whole calendar
months prior to the date of termination of this Agreement shall be
the Overall BSM Performance Score for the purposes of calculating
any release to the Supplier under this Partnership Incentive
Mechanism of the Retention Fund or Bonus Fund that have accrued
up to and including the Termination Date; and

(b) for any other reason, no further payments shall be released from the
Retention Fund or the Bonus Fund and the Authority shall be entitled
to retain such sums in full.

6.5.8 For the avoidance of doubt, save to the extent released to the Supplier in
accordance with this Paragraph 6.5, the Retention Fund and Bonus Fund shall
be retained by the Authority in perpetuity and shall not be payable to the
Supplier at any time.
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PART D

INVOICING AND PAYMENT TERMS

7. SUPPLIER INVOICES
71 The Supplier shall submit:
711 a monthly invoice for each Work Package which includes:

(@) for Resource Augmentation Work Packages, Charges payable
based on resource costs incurred during the previous month;

(b) for Fixed Price Work Packages, Charges payable based on
Milestone Payments, but only where the associated Milestone has
been Achieved in the previous month;

(c) Reimbursable Expenses (in accordance with the Authority's then
current expenses policy) incurred during the previous month; and

(d) details of deductions to reflect the Retention and the Discount;
71.2 where applicable, separate invoices for the payment of amounts released from
the Retention Fund and/or the Bonus Fund pursuant to the 6 Month
Reconciliation.
7.2 The Supplier shall ensure that each invoice is in the format stipulated by the Authority

and contains the following information, broken down on a Work Package basis:

7.21

7.2.2

7.2.3

7.2.4

7.2.5

7.2.6

7.2.7

7.2.8

7.29

7.2.10

7.2.11

7.212

the purchase order number issued to the Supplier by the Authority for the
relevant Work Package;

the date of the invoice;

a unique invoice number,

the month or other period(s) to which the relevant Charge(s) relate;
the correct reference for this Agreement;

the dates between which the Services subject of each of the Charges detailed
on the invoice were performed,;

a description of the Services performed;

if the Work Package is a Resource Augmentation Work Package, the names
of the resources the Charges relate to and the Service(s) such resources
provided,

the pricing mechanism used to calculate the Charges (such as Resource
Augmentation, Fixed Price, identification of the applicable secondary charging
mechanisms);

Milestone Payments due in respect of Achievement of a Key Milestone;

any retentions and/or bonuses under the Partnership Incentive Mechanism;

the total Charges gross and net of any applicable deductions and, separately,
the amount of any Reimbursable Expenses properly chargeable to the
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7.3

7.4

7.5

7.6

7.7

7.8

8.1

8.2

Authority under the terms of this Agreement, and, separately, any VAT or
other sales tax payable in respect of each of the same;

7213 details of any Delay Credits or similar deductions that shall apply to the
Charges detailed on the invoice;

7.2.14  reference to any reports required by the Authority in respect of the Services
to which the Charges detailed on the invoice relate (or in the case of reports
issued by the Supplier for validation by the Authority, then to any such reports
as are validated by the Authority in respect of the Services);

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

7.2.16 the banking details for payment to the Supplier via electronic transfer of funds
(i.e. name and address of bank, sort code, account name and number).

The Supplier shall invoice the Authority for Services in accordance with the
requirements of this Part D. The Supplier shall first submit to the Authority a draft invoice
(no longer than 5 Working Days after the end of the relevant month) setting out the
Charges payable. The Parties shall endeavour to agree the draft invoice within 5
Working Days of its receipt by the Authority, following which the Supplier shall be entitled
to submit its invoice within 5 Working Days of the date the draft invoice is agreed.

Each invoice shall at all times be accompanied by Supporting Documentation. Any
assessment by the Authority as to what constitutes Supporting Documentation shall not
be conclusive and the Supplier undertakes to provide to the Authority any other
documentation reasonably required by the Authority from time to time to substantiate
an invoice.

The Supplier shall submit all invoices and Supporting Documentation to Shared
Services Connected Limited, Phoenix House, Celtic Springs Business Park, Newport,
Gwent, NP10 8FZ,with a copy (again including any Supporting Documentation) to such
other person and at such place as the Authority may notify to the Supplier from time to
time.

All Supplier invoices shall be expressed in sterling or such other currency as shall be
permitted by the Authority in writing.

The Authority shall regard an invoice as valid only if it complies with the provisions of
this Part E. Where any invoice does not conform to the Authority's requirements set out
in this Part E, the Authority shall promptly return the disputed invoice to the Supplier
and the Supplier shall promptly issue a replacement invoice which shall comply with
such requirements.

If the Authority fails to consider and verify an invoice in accordance with Paragraphs 7.3
and 7.7, the invoice shall be regarded as valid and undisputed for the purpose of
Paragraph 8.1 after a reasonable time has passed.

PAYMENT TERMS

Subject to the relevant provisions of this Schedule, the Authority shall make payment to
the Supplier within 30 days of verifying that the invoice is valid and undisputed.

Unless the Parties agree otherwise in writing, all Supplier invoices shall be paid in
sterling by electronic transfer of funds to the bank account that the Supplier has
specified on its invoice.
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9.1

9.2

9.3

PARTE
OPEN BOOK AND 6 MONTH RECONCILIATION
OPEN BOOK REPORTING

The Supplier shall at all times maintain complete and accurate financial and non-
financial information which is sufficient to enable the Authority to understand how the
Charges are derived, including details and all assumptions relating to the following
(referred to as "Open Book Data"):

9.1.1 the Direct Costs broken down against each Work Package, provided that Sub-
contractor information shall only be required in respect of Key Sub-contractors
in accordance with Paragraph (e) below, including;

(a) at aggregate line item level for staff;
(b) including any actual capital expenditure (including capital replacement costs)
(c) the unit costs and quantity of consumables, software and hardware, and any

bought-in services;

(d) human resources of all Supplier Personnel (free of any contingency) together
with a list of the applicable Rates against each grade;

(e) Sub-contractor rates and other charges incurred by the Supplier in respect of
Supplier Personnel provided by a Key Sub-contractor;

(f) Reimbursable Expenses;
9.1.2 Overheads;

9.1.3 all interest, expenses and any other third party financing costs incurred in
relation to the provision of the Services;

9.14 the Supplier Profit;

9.1.5 confirmation that all methods of Direct Cost apportionment and Overhead
allocation are consistent with and not more onerous than such methods
applied generally by the Supplier;

9.1.6 an explanation of the type and value of risk and contingencies associated with
’ the provision of the Services, including the amount of money attributed to each
risk and/or contingency as a Risk Factor Uplift; and

9.1.7 the actual Direct Costs profile for each Work Package.

For the avoidance of doubt, Paragraph 9.3 defines Direct Costs but the Supplier is not
obliged to retain Open Book Data for each of the elements in that definition (including
individual salary data) — the definition incorporates all of these elements as they make
up the Supplier's Direct Costs (the Open Book Data is only required to be retained as
at the level set out in Paragraph 9.1).

For the purposes of this Agreement "Direct Costs" shall mean the following costs
(without double recovery) to the extent that they are reasonably and properly incurred
by the Supplier in providing the Services under any Work Package.

9.3.1 the cost to the Supplier or any Sub-contractor, calculated per Day, of engaging
the Supplier Personnel, including:
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(a)
(b)
()
(d)
(e)
(f)
(9)
(h)
(i)
()
9.3.2

9.3.3

base salary paid to the Supplier Personnel;

employer’s national insurance contributions;
pension contributions;

car allowances;

any other contractual employment benefits;

bonuses;

staff training;

work place accommodation;

work place ICT equipment and tools reasonably necessary to perform the
Services; and

reasonable recruitment costs, as agreed with the Authority;

operational costs which are not included within Paragraph 9.3.1, to the extent
that such costs are necessary and properly incurred by the Supplier in the
delivery of the Services; and

Reimbursable Expenses to the extent these are incurred in delivering any
Services,

but excluding:

()] Overheads;

(i) financing or similar costs;

(iii) taxation;

(iv) fines and penalties; and

(v) non-cash items (including depreciation, amortisation,

impairments and movements in provisions).

9.4 The Authority shall review the Open Book Data as part of the 6 Month Reconciliation in
accordance with Paragraph 10 including in particular:

9.4.1

9.4.2

a review of the Supplier's Direct Costs, Overheads and Supplier Profit over
each 6 Month Review Period; and

the component of Direct Costs that represents rate card charges and other
charges relating to Sub-contractors together with the Supplier Profit on those
charges,

on a Work Package basis as well as in aggregate across all Work Packages under this
Agreement.

9.5 During the Term, and for a period of 7 years following the end of the Term, the Supplier

shall:

9.5.1

maintain and retain the Open Book Data;
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9.5.2 disclose and allow the Authority and/or the Audit Agents access to the Open
Book Data; and

9.5.3 upon request by the Authority from time to time, provide the Authority with
evidence that the Open Book Data has been approved and certified by the
Supplier's external auditors.
10. 6 MONTH RECONCILIATION
10.1 The Supplier shall conduct a review and reconciliation of the Charges at 6 monthly
intervals through the Term and at the end of the Term in accordance with this Paragraph
10 in order to verify:
10.1.1 that the Charges are being applied correctly;
10.1.2 that any anomalies or errors are identified; and
10.1.3 the appropriate adjustments made or to be made including with respect to:
(a) the secondary charging mechanisms set out in this Schedule;
(b) Reimbursable Expenses in excess of the cap or overcharged;
10.1.4 the appropriate adjustments made or to be made in respect of any release of
Retention Fund or Bonus Fund in accordance with the Partnership Incentive
Mechanism; and
10.1.5 that it has an accurate and complete understanding of the Open Book Data
and the proportion of Direct Costs that is expended on Sub-contractor

personnel.

10.2 Within five (5) Working Days of the end of each 6 Month Review Period, the Supplier
shall deliver a report identifying for that 6 Month Review Period:

10.2.1  in connection with Charges reconciliation:

(a) the amounts invoiced;
(b) details of any errors or omissions within those invoices; and
(c) the adjustment items listed in Paragraph 10.1.3; and

10.2.2  in connection with the Authority's review of the Open Book Data, a breakdown
by Work Package and across all Work Packages of:

(a) Direct Costs;

(b) Overheads;

(o)) Supplier Profit; and

(d) the proportion of Direct Costs representing rates and other charges incurred

for Supplier Personnel employed or engaged by or as Sub-contractors.

10.3 The Parties have agreed a target level of Supplier Profit Margin which as at the Effective
Date is. Supplier Profit Margin will be calculated for each 6 Month Review Period across
all sums paid or payable for all Work Packages during such period. if during any 6
Month Review Period the Authority considers that the Open Book Data demonstrates
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that the Supplier Profit Margin is in excess of such target level of profit, then the Parties
shall discuss the Open Book Data in further detail and the Parties shall:-

10.3.1  discuss and agree if the Authority shall be entitied to a reimbursement to
reasonably reflect such excess levels of profit prior to the date of the 6 Month
Reconciliation; and/or

10.3.2 discuss and agree any amendments to the Discount to reimburse such excess
levels of profit prior to the date of the 6 Month Reconciliation and/or to prevent
such excess levels of profit occurring during the subsequent 6 Month Review
Period.

For the avoidance of doubt, this calculation shall exclude any adjustment to the released
funds under the Partnership Incentive Mechanism in accordance with Paragraph 6.5.6.

10.4 Following review of the information provided under Paragraph 10.2 and 10.3 and
following calculation of any releases in accordance with the Partnership Incentive
Mechanism in accordance with Paragraph 6.5 of Part C, there shall be a 6 Month
Reconciliation in order to:

10.4.1  reconcile any errors or omissions or adjustments identified by either Party in
respect of the invoices; and/or

10.4.2  apply the relevant Retentions and Bonuses from the Partnership Incentive
Mechanism.

10.5 The Parties shall endeavour to agree the adjustments to be made in the 6 Month
Reconciliation within 5 Working Days of the end of the month following the end of the 6
Month Review Period. If any adjustment is disputed by the Parties the undisputed
adjustments shall be made at the 6 Month Reconciliation and any disputed adjustments
shall be made in the invoice issued following the resolution of the dispute. Such
adjustments shall be made in the 6 Month Reconciliation by:

10.5.1 making an appropriate adjustment to the invoice applicable to the second
month (or the month following resolution of dispute where applicable) of the
next following 6 Month Review Period, separately identifying each line item
comprising the adjustment; or

10.5.2 in respect of the final 6 Month Review Period, the report delivered by the
Supplier for that period shall be accompanied by an invoice or, as applicable,
payment for any outstanding payment due from one Party to the other,

provided that the Supplier shall, in addition, ensure that such reconciliations are
completed at a Work Package level where requested by the Authority.
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ANNEX 1
FIXED PRICE CHARGES FOR INITIAL WORK PACKAGES

WPO001: Core Team
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ANNEX 2

RATE CARD
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ANNEX 3
CURRENT EXPENSES POLICY

o

Current Expenses
Policy .pdf
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