HMCTS Security Call-Off Schedule 5 (Call-Off Pricing) Final v1.0
Crown Copyright 2018

THE LORD CHANCELLOR
AND
SUPPLIER
FACILITIES MANAGEMENT MARKETPLACE CONTRACT

REF: RM3830 (HMCTS SECURITY)

Ref: RM3830
Final v1.0

Commercial
Service



Call-Off Schedule 5 (Call-Off Pricing)
Crown Copyright 2018

Commercial
Service

CALL-OFF SCHEDULE 5
CALL-OFF PRICING
PART A - FIXED FEE PRICING

This part of this schedule shall apply where the fixed pricing option is selected in the Order Form.
1. CALCULATION OF THE CHARGES
1.1 The fixed fee Charges shall be:

1.1.1 calculated on the basis of the rates and prices specified in the Fixed Fee Pricing
Matrix as submitted at Further Competition, and based on the principles in
Volume 6 of the Buyer’s Further Competition documents, and set out in Annex
2 of this Call-Off Schedule 5 as updated from time to time;

1.1.2 paid in respect of Service Months for full and proper performance by the
Supplier of its obligations under the Call-Off Contract; and

1.1.3 paid by way of monthly payments ("Monthly Payments") which shall be
calculated in accordance with paragraph 1.2 below.

1.2 Subject to paragraphs 1.3 and 1.3.2 below, the Monthly Payment (MPn), in respect of a
Service Month “n” shall be calculated in accordance with the following formula:

MP, =BMP+WO, , +TRE_ —PA,,

where:

MP, is the Monthly Payment to be determined in respect of the Service Month
lln”;

BMP, is the Baseline Monthly Payment for Service Month “n” which is calculated
in accordance with paragraph 2 below;

WO n1 is the total price for Work Orders which have been completed in the
Previous Service Month which shall be calculated in accordance with
paragraph 4 below;

TRP 11 is the monthly TUPE risk premium payable for the Previous Service Month
calculated in accordance with Call-Off Schedule 6 (TUPE Surcharge)
("Monthly TUPE Risk Premium") and

PA.1 is the KPI Credit in respect of the Previous Service Month set off against the

Earn Back Amount due (if applicable) for the current Service Month (or
where the Order Form states that KPIs are not applicable then PA,; shall be
deemed to be £0).

1.3 The Monthly Charge due in the final Service Month during the Contract Period will:
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1.3.1 be calculated in accordance with the following formula which will supersede the
formula in paragraph 1.2 above (and all terminology used in the following
formula will have the same meaning as provided for in paragraph 1.2 above):

MP, = BMP, =W, =TPR _; — (2% Pd, )

1.3.2 less the Retention, which shall be retained and repaid in accordance with
Paragraph 10 (Retention) below.

1.4 Following the final Service Month during the Contract Period a balancing payment will be
calculated to account for:

1.4.1 the KPI Credit calculated in respect of the final Service Month;

1.4.2 the Monthly TUPE Risk Premium payable in respect of the final Service Month;

1.4.3 any Earn Back Amount payable in respect of the final Service Month; and
1.4.4 the total price for Work Orders which have been completed in the final Service
Month,

and such balancing payment will be paid to, or deducted from, the sums due to the Supplier
following the assessment of the Supplier’s performance in the final Service Month.

1.5 The Baseline Monthly Payment shall include all costs and expenses relating to the
Deliverables and/or the Supplier's performance of its obligations under this Call-Off Contract
and no further amounts shall be payable by the Buyer to the Supplier in respect of such
performance except in relation to any amounts which are expressly recoverable as part of a
Work Order payment or Pass Through Cost.

1.6 The Charges shall apply to the Initial Period and any Extension Periods of this Call-Off
Contract.

2. BASELINE MONTHLY PAYMENT

2.1 The baseline monthly payment ("Baseline Monthly Payment") payable in respect of a
Service Month is calculated as one twelfth of the Fixed Fee in a given year.

3. NOT USED
4. WORK ORDERS

4.1 The price for Work Orders shall be calculated using the mechanism set out in Schedule 4A
(Billable Works & Approvals).

5. INDEXATION

5.1 Any amounts or sums in this Call-Off Contract which are expressed in the Order Form to be
"subject to Indexation" shall be adjusted in accordance with the provisions of this
Paragraph 5 to reflect the effects of inflation.

5.2 Where Indexation applies, the relevant adjustment shall be:
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5.2.1 applied on the dates set out in the Order Form (each such date an "Adjustment
Date"); and
5.2.2 determined by multiplying the relevant amount or sum by the percentage

increase or changes in the Payment Index published since the previous
Adjustment Date.

5.3 Exceptas set out in this Paragraph 5, neither the Charges nor any other costs, expenses, fees
or charges shall be adjusted to take account of any inflation, change to exchange rate,
change to interest rate or any other factor or element which might otherwise increase the
cost to the Supplier or Subcontractors of the performance of their obligations.

5.4 If the Payment Index has not been published for the relevant month as required for this
calculation then the last published value of the index available at the Adjustment Date shall
be used.

5.5 Where the Payment Index is no longer published, the Buyer and the Supplier shall agree a
fair and reasonable replacement that will have substantially the same effect.

6. PRICING FOR VARIATIONS

6.1 In addition to the process outlined in paragraph 24 of the Core Terms, any change in the
Charges in relation to a change in the number of buildings within the Buyer Premises or
changes to a Deliverable within a building, shall be aligned with and shall use the rates and
prices set out in the Fixed Fee Pricing Matrix as submitted at Further Competition.

6.2 NOT USED.

6.3 The Supplier is responsible for ensuring that a Service Validation exercise (including
verification of the Building Specific Services is undertaken and completed within 6 months
of the Start Date (or agreed in writing between the parties from time to time of the addition
of any new Buildings, Deliverables or Services) in accordance with the Service Verification),
process provided at Annex 1 of this Schedule, to verify the Due Diligence Information
(subject to the Service Verification document), and all costs associated with managing this
process shall be borne by the Supplier. Call-Off Pricing revisions for any / all inaccuracies in
the Due Diligence Information (subject to the Service Verification requirements at Annex 1
of this Schedule) identified outside of the Verification Period are not permitted.

7. CHANGES TO MINIMUM/LIVING WAGE

7.1 Notwithstanding Clause 24.5 (Change in Law) of the Core Terms (as amended by the Call-Off
Contract Special Terms), where the Supplier can provide evidence in the form of an Impact
Assessment that a percentage increase to the Mandatory Wage in a given period has
exceeded any percentage increase for the same period in the Payment Index detailed in the
Order Form, the Supplier may request an increase in the Charges by using the Variation
process under Clause 24

7.2 Suppliers must include in their Impact Assessment evidence of the:

7.2.1 Supplier Personnel affected by the Mandatory Wage Increase and the Services
that they provide;
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7.2.2 affected Supplier Personnel’s current hourly rate of pay; and
7.2.3 the number of hours worked by each of the affected Supplier Personnel.

7.3 The Buyer must_not unreasonably delay or unreasonably reject a Variation request under
this Paragraph 7, but must not accept any variation request that:

7.3.1 exceeds the difference between the Indexation Rate and the current Mandatory
Wage rate increase for each member of the Supplier Personnel affected by the
Mandatory Wage increase;

7.3.2 seeks to increases in the Charges which go beyond the Services affected by the
Mandatory Wage increase; and

733 increases the Charges in respect of those Supplier Personnel on an hourly rate
already in excess of the Mandatory Wage (whether or not to maintain
differentials between the affected Supplier Personnel and higher paid Supplier
Personnel).

8. MILESTONE PAYMENT

8.1 Paragraphs 1 to 7 of this Schedule 5 (Call-Off Pricing) do not apply to payment of the
Milestone Payments.

8.2 On completion of a Milestone, the Supplier shall submit an invoice in accordance with the
provisions of Paragraph 9 (Invoicing) of this Schedule 5 (Call-Off Pricing) and Paragraph 9
(Milestone Payments and Delay Payments) of Schedule 13 (Mobilisation Plan and Testing).

9. INVOICING AND PAYMENT

9.1 Inaddition to its obligations in clause 4 in the Core Terms (Price and payments) (as amended
by the Call-Off Contract Special Terms) the Supplier shall ensure that each invoice it prepares
in relation to the Charges:

9.1.1 specifies the period to which the invoice relates;
9.1.2 specifies the Deliverables to which the invoice relates;
9.1.3 sets out the calculations used to reach the amount of the Charges that are being

invoiced (including for any Billable Works);
9.1.4 separately itemises any expense or taxes said to be payable by the Buyer;

9.1.5 specifies any Deductions provided for in the period or otherwise prior to the
date of the invoice;

9.1.6 specifies any other amounts due to be paid to the Supplier;
9.1.7 specifies any amounts to be paid by or retained from the Supplier;

9.1.8 specifies any VAT payable forming part of such amounts; and
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9.1.9 specifies the Supplier's VAT code,
together the Notified Sum.

9.2 The Supplier shall submit to the Buyer each invoice and supporting information for each
Service Month and submit it to the Buyer within 14 days (or such other period as the Buyer
agrees) following the start of the Service Month together with any supporting documents
that are reasonably necessary to check the invoice. The supporting documents shall be
presented in such format as the Buyer may require and (as a minimum) provide details of
items set out in with the information set out in Paragraph 8.1.

9.3 Payment shall be due on the date the Buyer receives each invoice (Due Date) unless the
Supplier fails to issue an invoice for any payment due under this Contract in accordance with
Paragraph 9.2, whereby the Buyer may then issue a Payment Notice in accordance with
Paragraph 9.4 and the Due Date shall be the date the Supplier receives the Payment Notice.

9.4 No later than 5 (five) days after payment becomes due, the Buyer shall notify the Supplier
of the sum that the Buyer considers to have been due at the payment Due Date (including
zero sums) in respect of the payment and the basis on which that sum is calculated (Payment
Notice).

9.5 The Final Date for Payment shall be 30 days after the date on which payment becomes due.

9.6 Subject to Paragraph 8.9 and unless the Buyer has served a Payment Notice, the Buyer shall
pay the Supplier the sum referred to in the Payment Notice (or, if the Buyer has not served
a Payment Notice, the Notified Sum) on or before the Final Date for Payment of each invoice.

9.7 Not less than 7 (seven) days before the Final Date for payment (the Prescribed Period), the
Buyer may give the Supplier notice that it intends to pay less than the Notified Sum (a Pay
Less Notice). Any Pay Less Notice shall specify:

9.7.1 the sum that the Buyer considers to be due on the date the notice is served; and
9.7.2 the basis on which that sum is calculated.

9.8 Where a Pay Less Notice is given in accordance with Paragraph 8.7, the obligation to pay the
Notified Sum applies only in respect of the sum specified in that Pay Less Notice.

9.9 If the Buyer fails to pay an amount due to the Supplier by the Final Date for Payment and
fails to give a Pay Less Notice, then the Buyer shall pay interest on the overdue amount at
the rate of 4% per annum above Barclays Bank Plc base rate from time to time. Such interest
shall accrue on a daily basis from the Final Date for Payment until actual payment of the
overdue amount, whether before or after judgment. The Buyer shall pay interest together
with the overdue amount. The parties acknowledge that the Buyer’s liability under this
Paragraph 8.9 is a substantial remedy for the purposes of section 9(1) of the Late Payment
of Commercial Debts (Interest) Act 1998.

9.10 Notwithstanding Paragraphs 8.5 and Paragraph 8.7 and without prejudice to Clause 10.5 of
the Core Terms (as amended by the Call-Off Contract Special Terms):
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9.10.1 if the Supplier becomes Insolvent after the prescribed period, the Buyer shall not

be required to pay the Supplier the notified sum on or before the Final Date for
Payment; and

9.10.2 the Buyer shall be entitled to remedy any wrongly assessed Payment Notice in:
9.10.2.1 a later Payment Notice and/or Pay Less Notice; and

9.10.2.2  where the Buyer has paid any final Notified Sum, by way of recovery
as a debt.

10. RETENTION

10.1 Inthe final Service Month, the Supplier shall deduct from the amount invoiced in accordance
with Paragraph 1 the Retention.

10.2 The “Retention” shall equal 10% (ten percent) of the Baseline Monthly Payment for the final
Service Month.

10.3 The Buyer shall pay the Retention once the Exit Information to be supplied by the Supplier
on termination or expiry of this Contract has been provided in accordance with the
provisions of Schedule 10 (Exit Management) Paragraph 2 (Obligations to Assist on Re-
Tendering of Deliverables). On the supply of such Exit Information, the Supplier shall submit
an invoice for the amount of the relevant Retention in accordance with the provisions of this
Schedule 5. On receipt of a valid invoice from the Supplier for the amount of Retention, the
Buyer shall pay the invoice in accordance with and subject to the provisions of this Schedule
5.

10.4 With regard to the Retention, the Buyer shall be:
10.4.1 under no fiduciary obligation to the Supplier or any third party;

10.4.2 under no obligation to set aside in a separate bank account any amount
representing the Retention; and

10.4.3 entitled to the full beneficial interest in any interest accruing on the Retention
and shall be under no obligation to account to the Supplier for any such interest.

10.5 This paragraph 10 shall apply to the expiry or termination of part or the whole of the Call-
Off Contract.

11 Attendance Incentivisation Scheme

11.1  Following the sixth calendar month after the Start Date, the Supplier will introduce an
incentive scheme designed to encourage staff attendance, minimise ‘dropped shifts’ and
encourage motivation within the workforce (the “Staff Incentive Scheme”).

11.2  The Supplier intends to cover the cost of maintaining the Staff Incentive Scheme by utilising
the attendance allowance provision which is referred to as the ‘Bonus’ provision in the fixed
fee Charge, as set out in Annex 2 of this Call Off Schedule 5 (the “Attendance Allowance
Provision”).
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11.3  If the actual cost to the Supplier of maintaining the Staff Incentive Scheme during the previous
contract year is less than the Attendance Allowance Provision, the net sum of the remaining
Attendance Allowance Provision less any additional costs that the Supplier may incur if the
proportion of dropped shifts in the year exceeds 1.2% shall be paid to the Buyer in accordance
with paragraph.

11.4  Any balancing payment payable to the Buyer pursuant to paragraph 11.3, shall be paid
following the Service Month which follows the end of each 12-month period during Initial
Period.

12 Reconciliation of Wage Differential Costs

12.1  The Supplier wishes to maintain existing employee wage differentials in place at the Start Date
throughout the duration of the Initial Period, so that the pay of employees engaged in more
senior roles under this Contract (such as supervisors or managers) increases by a percentage
which is equivalent to the percentage by which the pay of employees on statutory minimum
wage rates increases (the “Wage Differential”)

12.2  The projected cost of maintaining the Wage Differential is included within the fixed fee
Charge, as set out in Annex 4 of this Call Off Schedule 5 (the “Projected Wage Differential
Cost”).

12.3  Within Part 1 of Annex 4 to this Call Off Schedule 5, a breakdown is provided to show how the
Projected Wage Differential Cost has been calculated for each year of the Initial Period, and
consequently how the total Projected Wage Differential Cost has been calculated over the
Initial Period (the “Projected Cumulative Cost”) and on an aggregate annualised basis across
the Initial Period (the “Projected Annualised Cost”). As is evident from Part 1 of Annex 4 of
this Call Off Scheduled 5, the calculation for the Projected Wage Differential is based on
certain commercial assumptions (such as CPI increasing by 2% each year and the NLW
increasing by the percentages identified in Part 1 of Annex 4).

12.4  Atthe end of each contract year during the Initial Period, the Supplier shall provide the Buyer
with a reconciliation statement to show the difference between the Projected Cumulative
Cost and the actual cost of maintaining the Wage Differential during the previous 12-month
period (the “Actual Cumulative Cost”)

12.5 Following the final Service Month during the Initial Period, if the Actual Cumulative Cost is less
the Projected Cumulative Cost, a balancing payment will be calculated by the Supplier to
account for the difference between the Actual Cumulative Cost and the Projected Cumulative
Cost. Such balancing payment will be payable to the Buyer or, if any sums remain due to the
Supplier following the final Service Month, deducted from any such sums.

12.6  Within Part 2 of Annex 4 to this Call Off Schedule 5, an example is provided to show how the
balancing payment would be calculated if the actual percentage increases in CPl and the NLW
are different from the projected increases used to calculate the Projected Cumulative Cost.
The parties acknowledge that the example provided at Part 2 of Annex 4 to this Call Off
Schedule 5 is purely indicative.
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ANNEX 1- SERVICE VERIFICATION
1. Overview

The Buyer’s data room (forming part of the documents provided for Further Competition) contains a
large amount of data which assists the bidders to submit a quotation for the delivery of the services,
as specified in the Contract. The Buyer shall provide (or make available to the Supplier) further data
which the Buyer deems reasonable to assist with costing or the submission of further quotations if the
Buyer wishes to add additional Buildings, Deliverables or Services to the Contract.

Where expressly specified in Paragraph 2 below, the Buyer warrants that there are no material
inaccuracies or omissions in such data (“Warranted Data”). If any material inaccuracies or omissions
in such Warranted Data become apparent after the date of the Contract, there is an agreed process
for correcting the errors during the Verification Period, as below.

The Buyer does not warrant any data other than the Warranted Data and the Supplier acknowledges
and agrees that the provisions of Clauses 2.7-2.9 (How the Contract Works) of the Core Terms (as
amended by the Call-Off Contract Special Terms) apply.

In the event that at the Start Date, there are Services which have been costed by the Supplier in its
tender but are not actually required, the cost related to this relevant element will be deducted from
the Fixed Fee as part of the Variation Process.

For Services at Buyer Premises which were not included in the Further Competition documents but
are required by the Buyer at the Start Date, the Fixed Fee will be varied in accordance with the
Variation Process.

Where the Warranted Data is inaccurate, those omissions and/or inaccuracies will be priced using the
below methodology.

2. Warranted Data

The following datasets are Warranted Data and in the event of any inaccuracies, the Supplier should
follow the agreed process below during the Verification Period to assemble robust and demonstrable
data to support its case and then to submit this to the Buyer for consideration.

e The number of guarding hours and the job title/grade of the security officers as stated in the
Pricing Matrix.

During the Verification Period, the Supplier is required to complete the Service Verification activity as
advised below in order to accurately determine the Service being provided and the accurate cost of
this Service, and then to submit this to the Buyer for consideration. The Buyer will respond to any
proposals submitted by the Supplier in a timely manner and will act reasonably when considering any
proposals.

In the event that an agreement cannot be reached, the matter should be escalated via the Dispute
Resolution process.

The process to analyse and to rectify potential errors in the Warranted Data, is as follows.
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2.1 Guarding hours

The Security Hours worksheets in the Pricing Matrix details the job title of the individual and how
many hours are worked at each Buyer Premises by each individual. The Bidders are required to
use the information provided in the Pricing Matrix to calculate the cost of providing the guarding
Service.

During the Verification Period, the cost of providing the guarding Service, using the correct hours
for each individual is to be calculated per Buyer Premises and the Fixed Fee is to be adjusted to
reflect any corrections. Any corrections are to be effective from the Start Date or, if the hours
worked or the title of the job-holder changed during the Verification Period, from the date at
which the change was implemented.

The rates of pay being used in this Service Verification process are not to be amended.
For example:

If at Buyer Premises “A”, it was stated that the guarding Service required 30 hours per week of a
Security Guard and 10 hours per week of a Security Supervisor and these were charged at £8/hour
and £10/hour respectively, the cost for that Buyer Premises would be:

30x £8 + 10 x £10 = £340.

If after Service Verification, the actual hours were confirmed to be 24 and 12 respectively, the
actual sum due to the Supplier would be:

24 x £8 +12 x £10 = 312.
In this example, the Fixed Fee for Buyer Premises “A” would be reduced by £28 per week.

Note that there are no minimum levels of change required before the Service Verification and any
consequential adjustment to the Fixed Fee is instigated.
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Annex 2 — Fixed Fee Pricing Matrix
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Annex 3 — Pricing Methodology
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Annex 4 (Part 1) — Projected Wage Differential
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Annex 4 (Part 2) — Balancing Payment Example
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