OFFICIAL

Schedule 7.1 - Lot 3

Charges and Invoicing

Version 4.0

LOT 3:35118813.58 OFFICIAL Page 1 of 40

© Crown copyright



OFFICIAL

CHANGE HISTORY

4.0 6.11.15 Execution version 35118813.58

LOT 3:35118813.58 OFFICIAL Page 2 of 40

© Crown copyright



OFFICIAL

Contents
1 Definitions
2 Introduction

Part A: Pricing and Charging

1 Applicable Pricing and Charging Mechanism
2 Firm Service Charges

3 Fixed Service Charges

4 Volume Based Service Charges

5 Charging Mechanism for Service Charges

6 Charging Mechanism for Optional Services

PART B: Adjustments to the Charges and Risk Register

1 Incentives for Cross-Lot Working

2 Delay Payments

3 Payments For Delays Due To Authority Cause or Other ESN Suppliers
4 Service Credits

5 Changes To Charges

6 Indexation for Contract Extension Beyond Initial Term

7 Allowable Assumptions

8 Risk Register

PART C: Gainshare and Supplier Cash Margin Percentage

1 Limit On Supplier Cash Margin Percentage

2 Authority Clawback Of Supplier Cash Margin

PART D: Invoicing and Payment Terms for Core Services

1 Supplier Invoices

2 Payment Terms

PART E: Invoicing and Payment Terms for Framework Services

1 Supplier Bulk Invoice Statements

LOT 3:35118813.58 OFFICIAL

© Crown copyright

Page 3 of 40

12

14

14

14

16

17

18

19

19

20

21

21

21

23

23

24

26

26



2 Payment Terms
Annex 1: Prices and Charges

Annex 2: Allowable Assumptions

LOT 3:35118813.58

© Crown copyright

OFFICIAL

OFFICIAL

Page 4 of 40

27

28

38

39

40



OFFICIAL

1 Definitions
1.1 In construing this Schedule 7.1 (Charges and Invoicing), unless otherwise expressly specified
in this Schedule terms defined and used in Schedule 1 (Definitions) will have the same
meaning in this Schedule.
2 Introduction
2.1 This Schedule sets out the details for pricing individual elements of the Services, calculating
periodic Service Charges, adjusting Charges, limitations to profit and invoicing.
2.2 This Schedule is split into five parts with four annexes:
e Part A sets out the pricing and charging mechanisms for the Services
e Part B sets out the mechanisms for adjustments to the Charges and risk register
(including cross-Lot incentive payments, delay payments, payments for delays due to
Authority cause, and calculation of Service Credits)
e Part C sets out the mechanism to adjust Charges in the event of above forecast Supplier
profit
e Part D sets out the invoicing and payment terms for Core Services
e Part E sets out the invoicing and payment terms for Non-Core Framework Services
e Annex 1 contains the tables with Prices and Charges
e Annex 2 lists the Allowable Assumptions for the Prices and Charges
¢ Annex 3 contains the Risk Register for the Prices and Charges
e Annex 4 contains the list of On-Net Wifi networks provided.
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Part A: Pricing and Charging

1 Applicable Pricing and Charging Mechanism

11 Subject to any applicable adjustment pursuant to Paragraph 1.2, following the end of each
month the Supplier may invoice the Authority in the format agreed pursuant to Part D of this
Schedule for:

(@)

(b)

(©)

(d)

()

(f)

a Charge equal to the value of all of the Firm and Fixed Prices which are applicable to
that month as determined in accordance with Paragraph 2 and 3 and including where
applicable:

0] a Service Charge ("SC1") for MS Base Services;
(i) [not used];
(i) a Service Charge for Active Connections (SC2-C1”, “SC2-C2”, “SC2-C3");

(iv) Service Charges for Extended Coverage (as set out in Table 5 of Annex 1 to
this Schedule) and an additional priced scope option for Air-to-Ground
(“SCS“)

a Charge equal to the value of all of the Volume Prices which are applicable to that
month as determined in accordance with Paragraph 4 including when and where
applicable:

0] Volume-based Service Charges using data volumes (“SC2-V1”, “SC2-V2”,
“SC2-V3”, “SC2-V4”, “SC2-V5”, “SC2-V6”, “SC2-V7”),

(i) Volume-based Service Charges for Off-Net usage of the Telephony service
(“SC2-T0” to “SC2-In”), the short messaging and multimedia messaging
service (“SC2-SMS” and “SC2-MMS”) and the International roaming service
(*SC2-RV1” to “SC2-RDn");

any Charges in respect of the Optional Services provided (“RC1”, “RC2”, “RC3”,
“‘RC4”, “RC5”, “RC6”, “RC7”, “RC8”, “RC9” and “RC-x") during the month determined
in accordance with Paragraph 5 (to the extent not already accounted for under (a)
and/or (b) above);

any Collective Performance Incentive Payment to which the Supplier may have
become entitled to invoice pursuant to Paragraph 1 of Part B of this Schedule as a
result of Achieving a Milestone during the relevant month;

any refund of Delay Payments to which the Supplier may be entitled pursuant to
Paragraph 2.5(a) of Part B of this Schedule due to each Mileston in the Key Milestone
Group 5 being Achieved during that month; and

any compensation to which the Supplier has become entitled during the relevant
month pursuant to Paragraph 3 of Part B of this Schedule.
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1.2 The invoice for each month shall be reduced by the following adjustments in accordance with
Paragraph 1.4:

(a) any clawback amount to which the Authority may have become entitled to pursuant to
Paragraph 1.2 of Part B of this Schedule as a result of a Key Milestone Group for
which the Milestone Date falls in the relevant month not being Achieved on the
applicable Milestone Date;

(b) any Delay Payments which have accrued during the relevant month pursuant to
Paragraph 2 of Part B of this Schedule or during any previous month to the extent not
already applied to reducing an invoice pursuant to this Paragraph;

(©) any Service Credits which have accrued in respect of the relevant month pursuant to
the operation of Paragraph 4 of Part B of this Schedule;

(d) any gainshare payment relating to the forecast level of Achieved Supplier Cash
Margin Percentage as at the end of the Term pursuant to Paragraphs 2 and 3 of Part
C of this Schedule; and

(e) any other Deductions including the Compensation for Unacceptable KPI Failure and
Assurance Failure.

1.3 If at any time the Authority is entitled to any of the deductions referred to under Paragraph 1.2
and:

€)) the aggregate amount of those deductions is greater than the aggregate Charges
referred to in Paragraph 1.1 for the month in which the Authority becomes entitled to
the deductions; or

(b) the Authority has paid the Supplier’s final invoice in respect of the Services; or

(©) the Authority is otherwise unable to set-off those deductions against any current

unpaid invoice of the Supplier;

the Supplier shall (subject Paragraph 1.4) issue a credit note in respect of the excess
deductions referred to in Paragraph (a) or all of the deductions falling within Paragraphs (b)
and/or (c) (as applicable). The Supplier shall pay the Authority the amount due in respect of
such credit note within thirty (30) days of the Authority’s receipt of the same.

1.4 In giving effect to Paragraphs 1.2 and 1.3:

(@)

(b)

each monthly invoice shall first be reduced in accordance with Paragraph 1.2(b) and
then, when all accrued Delay Payments have been used up pursuant to that
Paragraph, in respect of the reductions provided for under Paragraphs 1.2 (a), (c), (d)
and (e);

to the extent that the aggregate amount of accrued Delay Payments available in
respect of any month is greater than the aggregate Charges for that month, such
accrued Delay Payments shall be carried forward to future months but no credit note
shall be issued pursuant to Paragraph 1.3 in respect of any such carried forward
accrued Delay Payments; and
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(c) the value of any credit note to be issued under Paragraph 1.3 for any month shall be
only in respect of the value of any reductions for that month pursuant to Paragraphs
1.2 (a), (), (d) and (e) which exceed the value of the invoice remaining after applying
any accrued Delay Payments to the any extent possible under Paragraph (a).

In addition to the invoice provided for above, the Supplier may invoice the US Supplier in
respect of Services in accordance with the requirements of Part E.

Firm Service Charges

Subject to Paragraph 5, the Firm Service Charge for each month shall be the aggregate of all
the individual Service Charges shown in Annex 1 as being calculated by reference to the Firm
Price mechanism (“Firm”) as each of those individual monthly Service Charges may be
applied and adjusted in accordance with Paragraph 5 provided that, in the case of those
Service Charges shown in Table 2 to Annex 1 (Tables with Prices and Charges) such Service
Charges shall be determined in accordance with Paragraph 2.2.

The Firm Service Charge referred to in Table 2 of Annex 1 shall be calculated on the basis of
the number connections which are Active Connections at any point during the relevant month
adjusted, if applicable, in accordance with Paragraph 5.3.

Charges calculated by reference to the Firm Price pricing mechanism shall not be subject to
any increase, whether by way of Indexation or otherwise.

The prices per Active Connection set out out in Annex 1 shall be subject to adjustments
according to Paragraph 5.3 of the Benchmarking Schedule.

Fixed Service Charges

Subject to Paragraph 5, the Fixed Service Charge for each month shall be the aggregate of
all the individual Service Charges shown in Annex 1 as being calculated by reference to a
Fixed Price mechanism (“Fixed”) as each of those individual monthly Service Charges may
be applied and adjusted in accordance with Paragraph 5.

Charges calculated by reference to a Fixed Price pricing mechanism shall be subject to
increase by way of Indexation from the date of expiry of the Initial Term.

Volume Based Service Charges

Subject to Paragraph 5, the Volume based Service Charge for each month shall be the
aggregate of all the individual Volume based Service Charges for that month shown in
Annex 1 as being calculated by reference to the volume based pricing mechanism
(“Volume”). Each such Volume based Service Charges shall be calculated using the
following rules:

(a) Data Usage shall be [.....3<.....] multiplied with the unit Price [.....3<.....] of Table 3 in
Annex 1;

(b) Voice calls shall be measured to the nearest 1/100" of a second per call and then
multiplied with the price per minute of Table 4 in Annex 1,

as each of those individual monthly Service Charges may be applied and adjusted in
accordance with Paragraph 5.
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In the event that the volume of any Services that are to be calculated by reference to a
Volume based pricing mechanism fall outside the relevant volume bands set out against that
Service Charge in Annex 1, the relevant Service Charges shall be calculated in accordance
with the Change Control Procedure and Paragraph 5 of Part B.

The Price per unit set out in Annex 1 shall not be subject to any increase, whether by way of
Indexation or otherwise.

The Price per unit set out in Annex 1 shall be subject to adjustments according to Paragraph
5.3 of the Benchmarking Schedule.

In the event that there is a Change in Law which imposes a cap or adjustment to any element
of the Price (including, without limitation, regarding mobile termination and roaming rates),
then the Price per unit set out in Annex 1 shall be subject to automatic adjustment in line with
the changes imposed for each call type, calculated based on the absolute amount of the
regulated change. Any change shall be notified to the Authority and shall apply from the date
specified in the legislation.

Charging Mechanism for Service Charges
Each individual Service Charge referred to in Paragraph 2, 3 or 4 shall:

€) start to accrue upon the occurrence of the event set out against that individual
Service Charge in the “Service Charge Trigger Event” column of the relevant table
in Annex 1 save that where that table shows the Service Charge Trigger Event as a
particular Milestone, the relevant trigger event shall be interpreted as being the
Achievement of that Milestone; and

(b) cease to accrue upon the date set out against that individual Service Charge shown
in the "Service Charge Expiration Event" column of the relevant table in Annex 1.

No individual Service Charge shall accrue in respect of any period prior to the relevant service
charge trigger event or after the relevant cessation date.

If any individual Service Charge is shown in the relevant Table in Annex 1 to be time
apportioned and the relevant individual Service Charge:

€) commences on a day other than the first day of a month; and/or

(b) ends on a day other than the last day of a month,

the Service Charge for the relevant Service Period shall be pro-rated based on the number of
days in the month for which the Service is provided as against the total number of days in that
month.

If a Service Charge is to be calculated by reference to the number of Active Connections, that
Service Charge shall be calculated as the sum of Service Charges for individual Active
Connections after applying the time apportionment mechanism set out in Paragraph 5.2 to
each Active Connection.

Worked Example for the calculation of time apportioned Service Charges:

€) Service is activated on 16" of April at 9.45 am.
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(b) Each April contains 30 calendar days.
(©) This equates to 15 days of Service, e.g. 16" of April, 17" of April up to 30" of April.

Worked Example for the calculation of Service Charges

Charge Monthly Service Charge |Connection Monthly Charge per Monthly
Price Trigger Date Activation Date |[Active Connection Charge
Firm Service Charge [....5<..... |16th April [..5<...]
|
Volume based Connection [..... 3< ... |16th April 16th April [..... <.....] [..... <....]
Service Charge 07xxxx1 ]
Connection [..... 3< ... |16th April 29th April [..... <.....]
07xxxx2 ]
Total [....5<....]
Service Credits from [..... <.
previous month
Total after Service Credits [..... <....]

The Firm Service Charge is activated on 16th April. The Service is provided for 15 days of a
month with 30 days which calculates 50%. This 50% times the Monthly Price of [.....5<.....]
resultsin [.....3<.....] Service Charges for April.

The Volume based Service Charge is calculated based on the unit Prices per each
connection and the number of Active Connections.

€) Connection 07xxxx1 is activated on 16th April. The Service is provided for 15 days of
a month with 30 days which equates to 50%. The resulting Volume based Charge for
this connection is 50% times [.....3<.....] which equates to [.....3<.....].

(b) Connection 07xxxx2 is activated on 29th April. The Service is provided for 2 days of a
month with 30 days which equates to 0.067%. The resulting Volume based Charge
for this connection is 0.067% times [.....3<.....] which equates to [.....3<.....].

(© The total Volume-based Service Charge is the sum of the Charges for Active
Connections calculated under (a) and (b) which equates to [.....3<.....].

L5 ]

In the event that the Authority agrees a Rectification Plan in accordance with Paragraph 21.1
of Schedule 6.2 (Testing Procedures) in the context of allowing the Supplier to Achieve
Milestone L3.21, then the Service Charge referred to in Paragraph 2 shall be adjusted in
respect of those periods on the following basis:

The Charges relating to MS Base Services shall be adjusted in accordance with the following
table according to the level of coverage demonstrated to have been provided and solution
components provided:
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Criteria Payment
A: Coverage Criteria: <. ]
o full Indoor Handheld Coverage, Vehicle Coverage, Outdoor Handheld Coverage in the Primary Area
as set out in Schedule 2.1
AND
B: Solution Criteria:
o all MS Base Services available throughout the Primary Area
e all network upgrades have been implemented and tested to the extent required to Achieve Milestone
L3.21 throughout the Primary Area
Does not meet all of the coverage criteria and the solution criteria provided for in the previous row but [....5<..... ]
meets each of the following minimum standards:
A: Coverage Criteria:
o First Transition area with full Indoor Handheld Coverage, Vehicle coverage, or Outdoor Handheld
coverage in each case as defined in Schedule 2.1 (for the avoidance of doubt, including delivery of all
ESN Specific Sites required to provide full Coverage within the first Transition area)
e In total (and subject to the foregoing), [..... K..... ] ESN Specific Sites delivered in accordance with
the requirements of Schedule 2.1
e Full Indoor Handheld Coverage, Vehicle Coverage and Outdoor Handheld Coverage in the Primary
Area as set out in Schedule 2.1, except to the extent that Vehicle Coverage is provided through an ESN
Specific Sites which has not been delivered (as permitted in the preceding bullet point)
AND
B: Solution Criteria:
o All provided MS Base Services available throughout the areas of Coverage referred to in Paragraph A
above
o All network upgrades have been implemented and tested to the extent required to Achieve Milestone
L3.21 throughout the areas of Coverage referred to in Paragraph A above;
Does not meet all of the coverage criteria and the solution criteria provided for in either of the previous rows | [ ... ... ]
but meets each of the following minimum standards
A: Coverage requirements:
o First Transition area with full Indoor Handheld Coverage, Vehicle coverage, or Outdoor Handheld
coverage in each case as defined in Schedule 2.1 (for the avoidance of doubt, including delivery of all
ESN Specific Sites required to provide full Coverage within the first Transition area)
e In total (and subject to the foregoing), [..... K..... ] ESN Specific Sites delivered in accordance with
the requirements of Schedule 2.1
e Full Indoor Handheld Coverage, Vehicle Coverage and Outdoor Handheld Coverage in the Primary
Area as set out in Schedule 2.1, except to the extent that Vehicle Coverage is provided through an ESN
Specific Sites which has not been delivered (as permitted in the preceding bullet point)
AND
B: Solution Criteria:
o All provided MS Base Services available throughout the areas of Coverage referred to in (A)
e All network upgrades have been implemented and tested to the extent required to Achieve Milestone
L3.21 throughout the areas of Coverage referred to in Paragraph A above;
Does not meet all of the coverage criteria and the solution criteria provided for in any of the previous rows |[..... ... ]

5.6.2

The Charges relating to any of the priced scope options set out in SC1-V3 and SC1-V4 shall

only be capable of invoice upon full Achievement of all Tests relating to such priced scope

option.

5.6.3
Polygon:

(@)

For Extended Coverage with a Rectification Plan to reach the Extended Coverage area per

where at least [.....3<.....] Vehicle Coverage is delivered and the Supplier is not

entitled to invoice under Paragraphs (b) or (c) or (d), the Supplier shall be entitled to

invoice [.....3<.....] of SC3-P1 to SC3-P40;
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(b) where at least [.....3<.....] Vehicle Coverage is delivered and the Supplier is not
entitled to invoice under Paragraphs (c) or (d) the Supplier shall be entitled to invoice
[.....3<....] of SC3-P1 to SC3-P40;

(c) where at least [.....3<.....] Vehicle Coverage is delivered and the Supplier is not
entitled to invoice under Paragraph (d) the Supplier shall be entitled to invoice
[.....5<.....] of SC3-P1 to SC3-P40; and

(d) where at least [.....3<.....] Vehicle Coverage is delivered the Supplier shall be entitled
to invoice [.....3<.....] of SC3-P1 to SC3-P40.

Where any of the discounting mechanisms provided for in Paragraph 5.6 apply for only part of
a month, the relevant Charges for the relevant parts of the month shall be calculated on an
equivalent basis to that set out in Paragraph 5.2.

Charging Mechanism for Optional Services

If the Authority gives notice pursuant to Clause 5.11 (Optional Services) that it requires the
Supplier to provide any or all of the Optional Services during any month, subject to Paragraph
6.2 the Supplier shall be additionally entitled to invoice the Authority pursuant to Paragraph
1.1 of Part A of this Schedule for the Charges for each such Optional Service.

The Charges for each such Optional Service shall be based on the prices and mechanisms
set out in Table 6 of Annex 1. Where such Optional Service charges are shown in that table
as

€) Time Apportioned, the relevant Optional Service charge shall be calculated after
adjustment in accordance with Paragraph 5.2; and

(b) Consumed, the relevant Optional Service charge shall be calculated after on the
number of units used by or on behalf of the Authority during the relevant month; and

Otherwise the relevant Optional Service charge shall be calculated after on the number of
units completed during the relevant month.

If the Authority gives notice pursuant to Paragraph 7 of Schedule 8.5 (Exit Management) that
it requires Termination Services those Termination Services shall be treated for invoicing
purposes as Optional Services in accordance with this Paragraph 6.

Subject to Paragraph 7.5 the charge for the TerminationServices for any month shall be the
sum calculated on the basis of number Staff Days or part thereof of each Staff Grade properly
and reasonable expended on the provision during the relevant month of the
TerminationServices requested by the Authority (taking into account the Supplier’s obligation
to deliver the Services in a proportionate and efficient manner).

The Supplier shall not be entitled to invoice any Charges for Termination Services in excess
of the values stated in Annex 1 Table 10.

The Supplier shall only be entitled to invoice Optional Services that have been properly and
reasonably provided during the relevant month and supported by written records and after
receipt by the Authority from the Supplier of confirmation satisfactory to the Authority that the
applicable Services are actually in service or have been provided.
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6.7 At any time after Achieving Milestone L3.21 (Mobilisation Complete), the Supplier may
request an increase to all or any of the Day Rates. The Authority will give reasonable
consideration to any such request provided that:

€) the Supplier provides evidence demonstrating that each requested increase is no
greater than the percentage increase in the market rate day rates for the equivalent
role measured between the Effective Date (or the date of any previous revision under
this Paragraph) and a date prior to the request;

(b) the Supplier does not exercise its rights under this Paragraph more than once in any
12 month period; and

(c) the Supplier provides evidence that they are undertaking the Services with optimal
efficiency and applying lessons learned from the delivery of previous Milestones.

6.8 No increase in Day Rates shall take effect until agreed by the Authority. Any such agreement
shall be without prejudice to the Authority’s rights to require a Benchmark Review under
Schedule 7.3 (Benchmarking).

6.9 Subject to any agreed changes in Day Rates as agreed according to Paragraph 6.8, Day

Rates set out in Table 7 of Annex 1 provided by the supplier are Firm Prices not subject to
indexation.
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PART B: Adjustments to the Charges and Risk Register

1 Incentives for Cross-Lot Working
1.1 If:
€) each Milestone within Key Milestone Group set out in Annex A Table 8 is Achieved on

or before the relevant Milestone Date; and

(b) no extension of time has been claimed by the Supplier or any other ESN Suppliers in
respect of any milestone forming part of that Key Milestone Group; and

(c) there is no event of Supplier Non-Performance,
the Supplier shall be entitled to invoice the Authority in accordance with Paragraph 1.1 of Part
A of this Schedule for the Collective Performance Incentive Payment in respect of that Key

Milestone Group (as set out in Annex 1 Table 8).

1.2 The amount invoiced by the Supplier pursuant to Paragraph 1.1 shall be subject to the
following clawback by the Authority:

€) A 50% clawback if each Milestone within Key Milestone Group 4 set out in Annex A
Table 8 is not Achieved on the Milestone Date or if it is Achieved on the applicable
Milestone Date but would not have been but for an extension of time claimed by the
Supplier or any other ESN Suppliers in respect of any milestone forming part of that
Key Milestone Group.

(b) A further 10% clawback if each Milestone within final Key Milestone Group 5 set out
in Annex A Table 8 is not Achieved on the Milestone Date or if it is Achieved on the
applicable Milestone Date but would not have been but for an extension of time
claimed by the Supplier or any other ESN Suppliers in respect of any milestone
forming part of that Key Milestone Group.

2 Delay Payments

21 If a Key Milestone has not been Achieved on or before the relevant Milestone Date a Delay
Payment shall accrue in respect of that Key Milestone:

€) the Delay Payment Rate;

(b) from (but excluding) the relevant Milestone Date to (and including) the earlier of:
0] the date on which the Key Milestone is Achieved; and
(i) the expiry of the Delay Deduction Period; and

(c) on a daily basis, with any part day's Delay counting as a day.

2.2 Where a Delay Payment is payable in respect of a Key Milestone, the Delay Payment Rate
shall be:

€) where the Supplier has given the Authority less than 3 months' prior notice of the
Delay, the amount set out in column 2 of Table 5 of Annex 1 for the Key Milestone;
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(b) where the Supplier has given the Authority between three (3) months' and six (6)
months' prior notice of the Delay, the amount set out in column 3 of Table 6 of Annex
1 for the Key Milestone; or

(c) where the Supplier has given the Authority more than six (6) months' prior notice of
the Delay, the amount set out in column 4 of Table 6 of Annex 1 for the Key
Milestone.

2.3 Where the Supplier serves a notice pursuant to Paragraph 2.2(b) or 2.2(c), (but subject
always to Paragraph 2.4) a Delay Payment shall immediately accrue in an amount equal to:

(a) in the case of a notice served pursuant to Paragraph 2.2(b), ten (10) days of Delay
Deductions; or

(b) in the case of a notice served pursuant to Paragraph 2.2(c), five (5) days of Delay
Deductions,

in each case calculated at the applicable Delay Payment Rate.

2.4 Any amounts accrued to Paragraph 2.3 shall not be waived or (if applied to an invoice
pursuant to Paragraph 1.2 of Part A) refunded to the Supplier in any circumstances, including
where a Delay as referred to in the Supplier's notice:

€) does not occur; or

(b) does occur but continues for fewer days during the relevant Delay Deduction Period
than the number of days referred to in Paragraph 2.3(a) or 2.3(b) as the case may be.

25 If the each Milestone in Key Milestone Group 5 set out in Annex A Table 8 is Achieved on or
before the applicable Milestone Date (disregarding for these purposes any extension of time
that has been claimed by the Supplier or any other ESN Suppliers in respect of any milestone
forming part of that Key Milestone Group):

€) the Supplier shall be entitled to invoice the Authority in accordance with Paragraph
1.1 of Part A of this Schedule for an amount equal to the aggregate value of all Delay
Payments which have at that time accrued and which been applied to reduce any
invoice pursuant to Paragraph 1.2 of Part A (excluding any such Delay Payments
which accrued under Paragraph 2.3 and which have been applied to any invoice);
and then

(b) any Delay Payments which have at that time accrued but which have not at that time
been applied to reduce an invoice pursuant to Paragraph 1.2 of Part A shall be
deemed waived by the Authority save that any Delay Payments which accrue under
Paragraph 2.3 but which have not been accounted for under Paragraph 2.5(a) to
reduce the amount which the Supplier is entitled to invoice the Authority for under that
Paragraph shall not be so waived.

2.6 The Parties agree that the Delay Payments calculated in accordance with the applicable
Delay Payment Rates do not exceed a genuine contribution to the pre-estimate of the losses

which the Authority will incur as a result of any failure by the Supplier to Achieve the relevant
Key Milestone by the Milestone Date.
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3 Payments For Delays Due To Authority Cause or Other ESN Suppliers

3.1 If the Supplier is entitled in accordance with Clause 31.1(iii)(dd) (Authority Cause) to
compensation for failure to Achieve a Milestone by its Milestone Date, or fails to Achieve
Milestone L3.21 as a result of a default by any Other ESN Supplier(s), then, subject always to
Clause 25 (Limitations on Liability), such compensation shall be determined in accordance
with the following principles:

(a) the compensation in accordance with Clause 31.1(iii)(d)(d) (Authority Cause) shall
reimburse the Supplier for the costs incurred by the Supplier which satisfy both of the
following conditions:

0] the Supplier can demonstrate: either

(aa) it has incurred such costs solely and directly as a result of the
Authority Cause; or

(bb) such costs wholly and exclusively relate to a period and set of
Services which the Supplier can demonstrate that it would have been
able to invoice the Authority for (including by Achieving a Milestone)
but for the occurrence of the Authority Cause; and

(ii) the Supplier is, or has been, or will be unable to mitigate, having complied
with its obligations under Clause 31.1 (Authority Cause); and

(b) the compensation for failure to Achieve a Milestone L3.21 as a result of a default by
any Other ESN Supplier(s),shall reimburse the Supplier for the costs incurred by the
Supplier which satisfy both of the following conditions:

0] the compensation will comprise such costs which wholly and exclusively
relate to a period and set of Services which the Supplier can demonstrate
that it would have been able to invoice the Authority for (including by
Achieving Milestone L3.21 as stated or as adjusted through any agreed
Rectification Plan) up to the value of SC1 but always less any current or
future costs (and loss of profit related to these costs) avoided by the Supplier
during the Term; and

(i) the Supplier is, or has been, or will be unable to mitigate, having complied
with its obligations under the Operating Level Agreement (as applicable); and

(c) the compensation shall include an element in respect of the Supplier's loss of profit on
the costs for which the Supplier is entitled to compensation under Paragraph (a) and
(b) which shall be deemed to be the sum calculated by multiplying the amount of
those costs by the profit before tax percentage forecast over the entire term of the
contract, taken from the Financial Model); provided always that

(d) the compensation shall not operate so as to put the Supplier in a better position than
it would have been in but for the occurrence of the Authority Cause or Other ESN

Supplier default (as applicable).

3.2 The Supplier shall provide the Authority with any information the Authority may require in
order to assess the validity of the size of the Supplier's claim to compensation.
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4 Service Credits

4.1 Service Credits for each Service Period shall be calculated separately for MS Base Services
and for the Extended Coverage in the manner set out below, and the results shall be added
together. Service Credits shall be calculated based on the total Service Charges which the
Supplier is entitled to invoice for the relevant Service Period in respect of the relevant
Services:

(a) which for determining the Service Credits for MS Base Services are the aggregate
Charges which the Supplier is entitled to invoice for in respect of that Service Period
pursuant to Paragraphs 1.1(a) and (b) of Part A of this Schedule which are marked in
Annex 1 with charge number which is or which includes “SC1” or “SC2”;

(b) which for determining the Service Credits for Extended Coverage is the aggregate
Charges which the Supplier is entitled to invoice for in respect of that Service Period
pursuant to Paragraphs 1.1(a) and (b) of Part A of this Schedule which are marked in
Annex 1 with charge number which is or which includes “SC3”.

4.2 Service Credits shall be calculated by reference to the number of Service Points accrued in
any one Service Period pursuant to the provisions of Schedule 2.2 (Performance Levels).

4.3 For each Service Period the total Service Credits applicable for the Service Period and type of
services shall be calculated in accordance with the following formula:

SC = TSP multiplied by X multiplied by AC

where:

SC is the total Service Credits for the relevant Service Period and type of
services

TSP s lesser of:
(a) the total Service Points that have accrued for the relevant Service

Period; and

(b) [....5<....]

X is[.....5<.....]; and

AC is the total Service Charges referred to in Paragraph 4.1(a) or 4.1(b) (as
applicable top for the relevant type of Services and Service Period pursuant
to Paragraphs 1.1 (a), (b) and (c) of Part A.

4.4 The Service Credits applicable for the Service Period shall be capped at [.....3<.....] of the
total Service Charges for the relevant period (prior to deduction of applicable Service Credits
and any other Deductions)
€) which for MS Base Services are the total Service Charges referred to in Paragraph

4.1(a);

(b) which for Extended Coverage the total Service Charges referred to in Paragraph
4.1(b).
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Parameter Example A Example B
Input TSP 5 Service Points 30 Service Points
X [.....5<....] [.....5<....]
AC [....5<....] [.....5<....]
Output SC [.....5<....] [.....5<....]
Cap [.....5<....] [.....5<....]

The liability of the Supplier in respect of Service Credits, and separately Compensation for
Unacceptable KPI Failure, shall respectively be subject to a cap equal to the Service Credit
Cap in accordance with Clause 25.4(c) (Financial Limits) provided that, for the avoidance of
doubt, the operation of the Service Credit Cap shall not affect the continued accrual of
Service Points in excess of such financial limit in accordance with the provisions of Schedule
2.2 (Performance Levels).

Service Credits are a reduction of the Service Charges payable in respect of the relevant
Services to reflect the reduced value of the Services actually received.

Changes To Charges

Any Changes to the Charges shall be developed in accordance with Schedule 8.2 (Change
Control Procedure) and on the basis that the forecast Supplier Cash Margin Percentage on
such Charges shall:

€) be no greater than the Anticipated Contract Life Supplier Cash Margin Percentage
applied to the forecast Charges using the same pricing mechanism as at the Effective
Date (as set out in the Financial Model and Contract Inception Report);

(b) to the extent that the Change involves the expenditure or saving of resources then
shown in the Financial Model as having a unit cost be based on those unit costs
including the Day Rates in Table 7 of Annex 1; and

(c) in no event exceed the Maximum Permitted Cash Margin Percentage either in relation
to the scope of this Agreement as a whole or (to the extent it can be reasonably
forecast) relation to the Change taken on its own.

The Authority may request that any Impact Assessment presents Charges without Indexation,
where it applies, for the purposes of comparison.
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Indexation for Contract Extension Beyond Initial Term

Any amounts or sums in this Agreement which are expressed to be “subject to Indexation”
shall be adjusted in accordance with the provisions of this Paragraph 6.1 to reflect the effects
of inflation.

Where Indexation applies, the relevant adjustment shall be:

(a) applied on the first day of the second April following the expiry of the Initial Term and
on the first day of April in each subsequent year (each such date an “adjustment
date”); and

(b) determined by multiplying the relevant amount or sum by the percentage increase or
changes in the Consumer Price Index 8 for Communication (D7C3) published for the
12 months ended on the 31 January immediately preceding the relevant adjustment
date.

Except as set out in this Paragraph 6, 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 Sub-contractors of the performance of their obligations.

Allowable Assumptions

The Supplier shall determine whether each Allowable Assumption is accurate within its
Verification Period using the methodology specified in column 8 of Annex 2.

During each Verification Period, the Authority shall use reasonable endeavours to provide the
Supplier access to such of the information specified in column 12 of Annex 2 as is both:

€) within the Authority’s possession or reasonable control and

(b) which the Authority considers is relevant to the Allowable Assumption being verified
and it is legally entitled to disclose to the Supplier.

Within ten (10) Working Days of the end of each Verification Period, the Supplier shall provide
the Authority with a written report setting out the results of the Supplier's verification activity
for the relevant Allowable Assumption. For each Allowable Assumption, such report shall be
based solely on the applicable method specified in column 8 of Annex 2 and shall
demonstrate whether the Allowable Assumption is accurate or whether the Implementation
Plan and/or the Contract Inception Report require adjustment.

Each Allowable Assumption shall be deemed accurate unless adjusting for the relevant
Allowable Assumption has an impact:

€) on the Financial Model greater than the associated trigger for invocation, as set out in
column 9 of the table in Annex 2; or

(b) on the Implementation Plan which would require adjustment under the Change
Control Procedure, as identified in column 3 of the table in Annex 2,

in which case Paragraph 7.5 shall apply.
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7.5 Where the Parties agree that an Allowable Assumption is not accurate and the Financial
Model and/or Implementation Plan require adjusting:

(@)

(b)

(©)

the Supplier shall take all reasonable steps to mitigate the impact of the Allowable
Assumption on the Charges calculated in the Financial Model and/or the
Implementation Plan;

either the Authority or the Supplier may (subject to Paragraph 7.5(c)) propose a
Change to take account of the net impact of the adjustment of all Allowable
Assumptions which have at that time been addressed and are being addressed under
this Paragraph 7.5 within one (1) month and such Change Request shall be
considered in accordance with the Change Control Procedure; and

where the Supplier proposes a Change to the Charges under Paragraph 7.5(b), the
Change Request shall reflect the requirements of the table in Annex 3, including the
requirement that each proposed adjustment to the Charges shall not exceed the
maximum impact on the relevant Charges as specified in column 7 of the table in
Annex 3.

8 Risk Register

8.1 The Parties shall review the Risk Register set out in Annex 3 from time to time and as
otherwise required for the purposes of Schedule 8.1 (Governance).

8.2 The Supplier is required to identify and submit risks for inclusion on the Risk Register in
accordance with Schedule 8.1 (Governance). Submission of a risk does not entitle the
Supplier to any waiver of rights or liabilities for such a risk unless it has been ratified in
accordance with Schedule 8.1 (Governance).
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PART C: Gainshare and Supplier Cash Margin Percentage

1

1.1

1.2

21

2.2

2.3

Limit On Supplier Cash Margin Percentage

The Supplier acknowledges that the Achieved Supplier Cash Margin Percentage shall not
exceed the Maximum Permitted Supplier Cash Margin Percentage and that an Achieved
Supplier Cash Margin Percentage in excess of the thresholds set out below will be shared on
the basis set out in this Part C.

The Supplier shall include in each Annual Financial Report the forecast Achieved Supplier
Cash Margin Percentage as at the end of the Financial Year to which the Annual Financial
Report is made up and the provisions of Paragraph 2 of Part B of Schedule 7.5 (Financial
Reports and Audit Rights) shall apply to the approval of the Annual Financial Report.

Authority Clawback Of Supplier Cash Margin

If an Annual Financial Report in respect of a Key Period (as defined below) demonstrates (or
it is otherwise determined pursuant to Paragraph 2 of Part B of Schedule 7.5 (Financial
Reports and Audit Rights)) that the Achieved Supplier Cash Margin Percentage as at the end
of the Financial Year to which that Annual Financial Report is made up exceeds the
Anticipated Contract Life Supplier Cash Margin Percentage in the Financial Model submitted
at BAFO, the Authority shall be entitled to a gainshare for each of the bands in the table
below in which such Achieved Supplier Cash Margin Percentage falls. For the purposes of
this Paragraph 2, a Key Period shall be each of:

€) the Financial Year in which the Initial Term ends; and in addition
(b) (if the Term is longer than the Initial Term) the Financial Year in which the Term ends.
If the Term is longer than the Initial Term:

€) the calculation of the Supplier Cash Margin and the Achieved Supplier Cash Margin
Percentage shall disregard the gainshare amount (if any) payable in respect of the
first Key Period; and

(b) the gainshare amount payable in respect of the second Key Period shall be reduced
by the amount of the gainshare amount payable in respect of the first Key Period,
save that if any gainshare amout is payable in respect of the first Key Period and that
amount is greater than the gainshare amount payable in respect of the second Key
Period, no gainshare will be payable in respect of the second Key Period.

For each such band the deduction will be equal to the Supplier Cash Margin for the Term
falling within the relevant band multiplied by the percentage shown in relation to that band in
the table.

Band of Achieved Supplier Cash Margin Percentage | Percentage Gainshare

0% to the Anticipated Contract Life Supplier Cash 0%
Margin Percentage

Greater than the Anticipated Contract Life Supplier Cash | 0%
Margin Percentage but less than 2 percentage points
greater than the Anticipated Contract Life Supplier Cash
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Margin Percentage

Greater than the band set out in the immediately 50%
preceding row but less than 7 percentage points greater
than the Anticipated Contract Life Supplier Cash Margin
Percentage

Greater than the band set out in the immediately 80%
preceding row but equal to or less than the Maximum
Permitted Supplier Cash Margin Percentage

Greater than the Maximum Permitted Supplier Cash 100%
Margin Percentage
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PART D: Invoicing and Payment Terms for Core Services

1 Supplier Invoices

1.1 The Supplier shall prepare and provide to the Authority for approval of the format a template
invoice within ten (10) Working Days of the Effective Date which shall include, as a minimum,
the details set out in Paragraph 1.2 together with such other information as the Authority may
reasonably require to assess whether the Charges that will be detailed therein are properly
payable. If the template invoice is not approved by the Authority then the Supplier shall make
such amendments as may be reasonably required by the Authority.

1.2 The Supplier shall ensure that each invoice contains the following information:

€) the date of the invoice;

(b) a unigue invoice number;

(c) the official Supplier VAT number;

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

(e) the correct reference for this Agreement;

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

(9) the dates between which the Services subject of each of the Charges detailed on the
invoice were performed;

(h) a description of the Services;

0) each pricing mechanism used to calculate the Charges (such as Firm Price, Fixed
Price, Time and Materials etc.) together with details of each calculation underlying the
calculation of each different element of the Charges provided for in this Schedule;

()] any payments due in respect of Achievement of a Milestone, including the Milestone
Achievement Certificate number for each relevant Milestone;

(K) the amount of each element of the Charges provided for in this Schedule together
with the total Charges gross and net of any applicable deductions and, separately,
any VAT or other sales tax payable in respect of each of the same;

)] details of any Service Credits or Delay Payments or similar deductions that shall
apply to the Charges detailed on the invoice;

(m) details of any clawbacks of the incentives for cross-lot working for failure to Achieve a
Group of Key Milestones or of any clawbacks under Paragraph 2.1 of Part C of this
Schedule;

(n) payments on termination as per schedule 7.2 Paragraphs 8 and 9;

(0) charges for any Termination Services to which the Supplier may be entitled pursuant
to Paragraph 6 of Part A of this Schedule subject always to the cap on such charges
provided for by Paragraph 6.5 in that Part;
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(p) reference to any reports required by the Authority in respect of the Services to which
the Charges detailed in 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);

(@) a contact name, telephone number and email address of a responsible person in the
Supplier's finance department in the event of administrative queries; and

n 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 in respect of Services in accordance with the
requirements of Part A. Invoices shall be in arrears for the preceding month. The Supplier
shall first submit to the Authority a draft invoice setting out the Charges payable. The Parties
shall endeavour to agree the draft invoice within five (5) Working Days of its receipt by the
Authority, following which the Supplier shall be entitled to submit its invoice.

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:

Emergency Services Mobile Communications Programme
Home Office

2 Marsham Street

London SW1P 4DF

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
D and the requirements of VAT invoices under applicable laws (including, without limitation,
any VAT laws). Where any invoice does not conform to the Authority's requirements set out
in this Part D and under such applicable laws, the Authority shall return the disputed invoice
to the Supplier and the Supplier shall promptly issue a replacement invoice which shall
comply with such requirements.

Payment Terms

Subject to the relevant provisions of this Schedule, the Authority shall make payment to the
Supplier within thirty (30) days of receipt of the later of:

€) a valid invoice by the Authority at its nominated address for invoices; and

(b) all of the deductions referred to in Paragraph 1.2 of Part A of this Schedule being
agreed.
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2.2 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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PART E: Invoicing and Payment Terms for Framework Services
1 Supplier Bulk Invoice Statements

1.1 The Supplier shall prepare and provide to the Authority for approval of the format a template
monthly bulk invoice statement within ten (10) Working Days of the Effective Date which shall
include, as a minimum, the details set out in Paragraph 1.2 together with such other
information as the Authority may reasonably require to assess whether the Charges that will
be detailed therein are properly payable and the method of payment and timings. If the
template invoice is not approved by the Authority then the Supplier shall make such
amendments as may be reasonably required by the Authority.

1.2 The Supplier shall ensure that each monthly bulk invoice statement contains the following
information detailing in aggregate the total usage under this Agreement:

€) the date of the invoice;
(b) a unigue statement number;

(© the official Supplier VAT number;

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

(e) the correct reference for this Agreement;

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

(9) the dates between which the Services subject of each of the Charges detailed on the

invoice were performed;
(h) a description of the Services;

0] the pricing mechanism used to calculate the Charges (such as Firm Price, Firm
Maximum Price, Time and Materials etc.);

()] the total Charges gross and net of any applicable deductions with details of any
Service Credits or Delay Payments or similar deductions that shall apply to the
Charges detailed on the bulk invoice statement;

(k) the net total payable including any VAT or other sales tax payable in respect of each
of the same;
)] reference to any reports required by the Authority in respect of the Services to which

the Charges detailed on the bulk invoice statement 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); and

(m) a contact name, telephone number and email address of a responsible person in the
Supplier's finance department in the event of administrative queries.

1.3 Invoices shall be in arrears per calendar month and with individual charges pro-rated
according to Paragraph 5.2 of Part A. The Supplier shall first submit to the US Supplier with
copy to the Authority a draft bulk invoice statement setting out the Charges payable.
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The Parties shall endeavour to agree the draft bulk invoice statement within 5 Working Days
of its receipt by the Authority, following which the Supplier shall be entitled to submit its bulk
invoice statement.

Each bulk invoice statement shall at all times be accompanied by Supporting Documentation
as required in Schedule 2.1 Billing Services. 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 bulk invoice statements and Supporting Documentation to:

Bulk Invoice Statement Copies

Motorola Solutions UK Limited Emergency Services Mobile Communications
Jays Close, Programme

Viables Industrial Estate, Home Office

Basingstoke, 2 Marsham Street

Hampshire RG22 4PD London SW1P 4DF

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

The Authority shall regard a bulk invoice statement 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 return the disputed invoice to the Supplier and the
Supplier shall promptly issue a replacement invoice which shall comply with such
requirements.

Payment Terms

Subject to the relevant provisions of this Schedule, payment of Charges shall be made to the
Supplier within thirty (30) days of receipt of the later of:

(a) a valid invoice from the US Supplier for Services delivered by the Supplier, by the
relevant Customer at its nominated address for invoices; and

(b) all of the deductions referred to in Paragraph 1.2 of Part A of this Schedule being
agreed.

Unless the Parties agree otherwise in writing, all invoices shall be paid in sterling by electronic
transfer of funds to the bank account specified on its invoice.
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Annex 1: Prices and Charges

Table 1: Firm and Fixed Prices and Service Charges [.....¥.....]
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Table 2: Service Charges Using the Number of Active Connections [.....3<.....]
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Table 3: Volume-based Service Charges Using Data Volumes [..........]
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Table 4: Volume-based Service Charges Using a Rate Card with Wholesale Prices for Termination and Roaming [.....X.....]
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Table 5: Firm Prices and Charges for Extended Coverage and Air-to-Ground [.....3<.....]
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Table 6: Rate Card with Optional Volume-based Charges [..........]
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Table 7: Day Rates [.....3<.....]
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Table 8: Collective Performance Incentive Payment [.....3<.....]
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Table 9: Delay Payments [.....<.....]
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Table 10: Cap on Charges for Termination Services [.....3<.....]
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Annex 2: Allowable Assumptions

None

Schedule 7.1: Annex 2, Table 1, Allowable Assumptions
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Annex 3: Risk Register [.....3<.....]
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Annex 4: List of On-Net Wifi Networks [.....3<.....]
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