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Key Performance Indicators and Payment Mechanism Flowchart 


Purchase to Pay (P2P) Process for Single Customer Lead and Multiple Customer Lead
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The purpose of this document is to demonstrate the relationship between the KPI and the Payment Mechanism through a series of process flowcharts including; 
The development of the Key Performance Indicators (KPI) Models and Payment Mechanism Models for the Invitation to Tender stage of the FM Procurement for each Contracting Authority.
The monthly usage of the KPI and Payment Mechanism Models after the initiation of the FM Contract.
Annual Review of the KPI and Payment Mechanism Models.
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Objectives
A process flowchart is a key technique with which to communicate to the Tenderers and users of KPI and PayMech Models, outlining the procedure followed at three key stages of the development and usage of the models at the initiation of the Contract and throughout its lifetime. 
The following stages demonstrate these stages for purposes of reporting performance and how this interrelates with the mechanism of payment on a monthly basis and for the duration of the contract.
Stage I: Initial KPI and Payment Mechanism Model Design for ITT
The Process flowchart in Fig 1 below shows the tasks and activities involved in preparing and issuing the KPI and Payment Mechanism Models for inclusion in the FM Tender pack issued for ITT. 
The processes are illustrated below with a short description of the activities involved in each process, the level of information required to complete each task and the interrelationship between the both Models:
CCS to demonstrate use of KPI model and Payment Mechanism to CA
CCS to issue KPI model and Payment Mechanism Template to CA 
CA to amend KPI model Performance Indicators and Measures to reflect requirements
CA to issue revised KPI Model to CCS for review
CCS to undertake Formulae Review and feedback to CA
CCS and CA to agree final version of KPI Model
CA to update Payment Mechanism to reflect KPI Measures
CCS to undertake Technical Review and feedback to CA
CCS to undertake Formulae Review and feedback to CA
CCS to undertake Technical Review and feedback to CA
CA to issue revised Payment Mechanism to CCS for review
CCS and CA to agree final version of Payment Mechanism

Process led by Crown Commercial Service (CCS)
Process led by Contracting Authority (CA)
 

Fig 1: Agreement of Contract KPI and Payment Mechanism Models for Tender Pack


Stage II: Monthly KPI and Payment Mechanism Models Usage
The Process flowchart in Fig 2 below shows the monthly tasks and activities involved in preparing the performance and payment report. The processes are illustrated below.  The inputs to the KPI Models for monthly performance reporting are highlighted, as are the corresponding outputs from that KPI Model, which feeds into the Payment Mechanism Model.
Definition of month “n” and month “n-1” are as follows:
A typical month in the contract referred to as “n” and is the calendar month during the Service Period.
Month “n-1” is the calendar month, referred to as “n-1” during the Service Period immediately prior to the relevant Contract Month “n”
  Yes 
Supplier to complete the inputs to KPI Model for month “n-1”, including: Compensation Event, Contract Base Cost, New Works Value, performance data

Supplier to issue completed KPI Model for month “n-1” to CA for review and approval
CA Approves Payment Report and Instructs Supplier to raise invoice for month “n”
Supplier to issue completed Payment Mechanism for month “n” to CA for review and approval
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Process led by Contracting Authority (CA)
CA to undertake review and feedback to Supplier
CA and Supplier to agree KPI Model for month “n-1” 
CA to input data from Audit Report and feedback to Supplier
Supplier to update Payment Mechanism with Compensation Events and Task Orders for month ”n-1”, and Contract Base Cost including and indexation* for month “n”. 

Ratchets applied 

Supplier Issues Invoice to CA for month “n”
CA Pays Supplier for month “n”

Process led by Supplier
Automated Process
Supplier to update Table 1 of Payment Mechanism with Actual Deductions (£) for each KPI for month “n-1” from KPI Model.
 
No
CA Approves Payment Mechanism for month “n”

* Indexation applies after the first year when adjustment is made to the Annual Contract Cost. This is repeated every year for the duration of the Contract.
Fig 2: Process for Completing KPI and Payment Mechanism Models for Month “n”
Stage III: Annual KPI and Payment Mechanism Model Review
The Process flowchart in Fig 3 below shows the process involved for an annual review of the KPIs and Payment Mechanism Processes for each Contract Year during the lifetime of the Contract.
CA updates Payment Mechanism Model with KPI Data for New Contract Year  

 CA updates KPI Model for New Contract Year  
CA issues updated KPI Model and Payment Mechanism to Supplier
Process led by Contracting Authority
CA to issue final version of KPI Model and Payment Mechanism Model for New Contract Year
CA and Supplier agrees KPI Model and Payment Mechanism Model for New Contract Year 
 

Fig. 3:  Process for Undertaking Annual Review of KPI and Payment Mechanism Models
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