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“Source Materials” means the source code of, and all relevant documentation, notes and
other materials required to support the Software.

“Third Party Materials” means any materials in which a party other than Paradigm.One
or Customs owns the Intellectual Property Rights.

“Update” software which has been produced primarily to overcome defects in, or to
improve the operation of, the Software without significantly altering the Software whether
or not the Software has also been extended, altered or improved by providing additional
functionality or performance enhancement.

Construction

Unless expressed to the contrary:

(a)

(b)

(c)

words importing:

®
(i)

the singular include the plural and vice versa; and

any gender include the other genders;

if a word or phrase is defined cognate words and phrases have corresponding
definitions;

a reference to:

@

(i)

(iti)

(iv)
)

(vi)

(vii)

(viii)

a person includes a firm, an unincorporated association, a corporation
and a government or statutory body or authority;

a person includes its legal personal representatives, successors and
assigns;

a statute, ordinance, code or other law includes regulations and other
statutory instruments under it and consolidations, amendments, re-
enactments or replacements of any of them;

a right includes a benefit, remedy, discretion, authority or power;

an obligation includes a warranty or representation and a reference {6 a
failure to observe or perform an obligation includes a breach of warrasnty,
or representation;

provisions or terms of this document or another document, agreement,
understanding or arrangement include a reference to both express and
implied provisions and terrus;

this or any other document includes the document as varied or replaced
and notwithstanding any change in the identity of the parties; and

writing includes any mode of representing or reproducing words-irf
tangible and permanently visible form, and includes facsirnile
transmission.
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make any copy of the SEDNode software, except a single copy for back-up and
security. The copy for backup and security belongs to Paradigm.One and is
subject to this Agreement as if it were the licensed copy of the SEDNode
software. Customs must ensure that the copy bears notice of Paradigm.One's
ownership of the copyright; or

reverse assemble or reverse engineer any part of the SEDNode software, or
directly or indirectly allow anyone to do so.

Customs is solely responsible for the use, supervision, management and control of the
SEDNode software and the Additional Services. Customs must ensure that the
SEDNode software is protected from access, use, damage or destruction by an
unauthorised person.

Paradigm.One will provide on-site installation of SEDNode on one server within
Australia by the Production Date, provided all pre-requisites are met by Customs prior to

that.

Upon written permission from Paradigm.One, Customs may:

(a)

(b)

assign the rights in clause 4.1 to other Agencies where those Agencies require the
Software as a result of an Administrative Arrangements Order; and

sublicense and/or assign to third parties the rights referred to in clause 4.1 solely
for the benefit of Customs, provided that Customs secures an undertaking from
the relevant third party that it will use the SEDNode software solely for that

purpose.

DOCUMENTATION

Provision of Documentation

Paradigm.One must provide Customs with up to date technical and operator documentation
(the Documentation) containing sufficient information to enable Customs to make full use of
the Software at all times.

Documentation requirements

The Documentation must at the time of delivery:

(2)
()
©

be current and accurate;
adequately explain key terms and symbols; and

be in English.

Updating Documentation

(a)

(b)

Support Services include providing all necessary amendments, revisions and
updates of the Documentation.

Paradigm.One must amend or substitute the Documentation periodically in order
to address and adequately explain the implications of any Update or New Release.
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INTELLECTUAL PROPERTY RIGHTS
Intellectual Property Rights in Existing IP
Nothing in this Agreement alters the ownership of the Intellectual Property Rights of either
party in their respective Existing IP (including, without limitation, Intellectual Property
Rights in any methodologies, tools and related software).
Intellectual Property Warranties

(a) Each party warrants to the other that:

) in complying with this Agreement, it will not infringe the Intellectual
Property rights of any person; and

(ii) use by the other party (or its nominee) of its documentation in

accordance with this Agreement will not infringe the Intellectual
Property rights of any person.

WARRANTIES
Mutual warranties
Customs and Paradigm.One represent and warrant to each other that:

(a) it has power and authority to carry on its business as that business is now being
conducted; and

(b) it has power to enter into and observe its obligations under this Agreement.
Paradigm.One’s warranties
Paradigm.One represents and warrants to Customs that:

(a) it has the skills, resources, expertise and personnel necessary to enable it to satisfy
its obligations under this Agreement in a prompt, competent and efficient manner;

(b) the Services and the Additional Services shall be provided

@) with all due care, skill and diligence;
(ii) by personnel with appropriate skills, training and experience;
(©) any materials supplied in connection with the Services and the Additional

Services will be reasonably fit for the purposes for which they are supplied; and

(d) the SEDNode software:

(1) will be free from material defects or material errors;
(i1) will not contain built-in, automatic or random expiry dates;
(iii) will be free from viruses at the time it is installed in Customs

environment,
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Other Warranties

All other conditions and warranties of any type in relation to the goods or services are
excluded to the maximum extent allowed by the law. The liability of Paradigm.One for a
breach of any condition or warranty implied by law (except one implied by section 69 of
the Trade Practices Act 1974) is limited, to the extent that the law allows, to any one or
more of the following, at the option of Paradigm.One:

(a) in the case of a breach relating to goods:
e the replacement of the goods or the supply of equivalent goods;
e the repair of the goods;

e the payment of the cost of replacing the goods or of acquiring equivalent
goods; or

o the payment of the cost of having the goods repaired; and

(b) in the case of services:
e the resupply of the services: or
o the payment of the cost of having the services resupplied.
INDEMNITY
Indemnity by Paradigm.One

Paradigm.One indemnifies Customs and its subcontractors and personnel against loss,
damage, expense (including legal costs and expenses on a solicitor and own client basis)
reasonably sustained or incurred by Custoras as a result of a claim made or threatened by a
third party arising out of or in connection with:

(a) any negligent, unlawful or wilfully wrong act or omission ,of
Paradigm.One or its subcontractors or personnel; or

(b) an allegation that any Services or SEDNode Software (including the use
of any Services or SEDNode Software by Customs or its subcontractors
or personnel) infringes the Intellectual Property Rights or Moral Rights
of the third party. For the purposes of this clause 11, an infringement of
Intellectual Property Rights includes unauthorised acts which would,
but for the operation of section 163 of the Patents Act 1990 (Cih),
section 96 of the Designs Act 2003 (Cth), section 183 of the Copyright
Act 1968 (Cth) and section 25 of the Circuit Layouts Act 1989 (Cih);
constitute an infringement.

Customs obligations
Where Customs wishes to enforce an indemnity under clause 11.1 it must:
(a)  give written notice to the Paradigm.One as soon as practical;

(b) make reasonable efforts to mitigate the relevant Loss;
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this Agreement which is expressly or by implication intended to come into or continue in
force on or after such termination.

FORCE MAJEURE
Force Majeure Events

Neither party is liable to the other (except in respect of an obligation under Clause 7) for
any loss or damage which may be suffered by that other party due to any act of God,
abnormally inclement weather, prolonged failure or shortage of power supplies, flood,
drought, lightning or fire, act or omission of Government, highways authorities, public
telecommunications operators or other competent authority, war, military operations or riot
to the extent that the force majeure event has caused that loss or damage.

Suspension of contractual obligations

Any dates for performance of the contractual obligations that have been delayed by a Force

Majeure Event are deemed suspended only for a period of time equal to the delay caused
by such event.

Notice

The party seeking to exempt itself from liability by virtue of the provisions of this clause
shall give written notice to the other party as soon as possible but no later than five (5)
Business Days of becoming aware of the Force Majeure Event and shall at all times use all
reasonable endeavours to mitigate the severity of the Force Majeure Event.

Extended force majeure

If the delay caused by the Force Majeure Event extends for a continuous period of sixty
(60) days each party has the right to terminate this Agreement immediately by notice in
writing to the other party at any time after the expiry of such sixty (60) day period while
such Force Majeure Event continues to be operative without thereby incurring any liability
to the other party.

No entitlement to payment
The party seeking to exempt itself from liability by virtue of the provisions of this elause
shall not be entitled to payment from the other party in respect of extra costs and expenses
incurred by virtue of the Force Majeure Event.
CONFIDENTIALITY

Acknowledgment

Subject to the rights conferred on each party by this document, each party
acknowledges that all Confidential Information of the other party is and shall be the
sole and exclusive property of that other party.

Confidentiality
Customs and Paradigm.One must, subject to Clauses 16.3 and 16.4:

(a) keep confidential all Confidential Information of the other party; and
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Security
Each party shall:
(a) maintain proper and secure custody of all Confidential Information of the
other party; and
(b) use its best endeavours to prevent the use or disclosure of the Confidential
Information of the other party by third parties except as permitted under this

Agreement.
Breach of confidence

Each party shall promptly notify the other party if it becomes aware of any breach of
confidence by any person to whom it divulges all or any part of the Confidential
Information of the other party and shall give the other party all reasonable assistance
in connection with any action, demand, claim or proceeding which the other party
may institute against such person for breach of confidence.

RESOLUTION OF DISPUTES
Disputes

Customs and Paradigm.One agree to resolve any dispute, controversy or claim arising in
relation to this Agreement (“Dispute”) in good faith in the manner set out in this
Clause 17

Appointment of representatives

Within 2 Business Days of one party notifying the other party in writing of a Dispute, each
party will nominate in writing to the other party a representative authorised to settle the
Dispute as between the parties on its behalf.

Resolution by representatives

Customs and Paradigm.One shall each ensure that during the 5 Business Day period after
the notice under Clause 17.2 (or such longer period as the parties may agree in writing)-is
given its representative uses his or her best endeavours to resolve the parties’ respective
liabilities and obligations (if any) with respect to the Dispute.

Resolution by managers

If after a period of 5 Business Days after the notice under Clause 17.2 (or such longer
period as the parties may agree in writing) is given the parties have not been able to resolve
or agree on a process to resolve the Dispute as between the parties, the parties shallvefer
the matter to a senior manager of Customs and a director of Paradigm.One who must dse
their best endeavours to resolve the Dispute.

Resolution by mediation
If the Managers are unable to resolve the Dispute within a period of 20 Business Days, the

Dispute must be referred to a mediator agreed upon between the parties. If the parties are
unable to agree on a mediator, the Dispute will be referred to a mediator appointed by the
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without first obtaining the written consent of the other party, which must not be
unreasonably withheld.

Effect of assignment or sub-contracting

If a party assigns its rights under this Agreement, or sub-contracts all, or some part, of its

obligations under this Agreement, it is not relieved of its liabilities or obligations under this
Agreement.

NOTICES
Method of service

A notice, consent, approval or other communication (“Notice”) under this Agreement must

be signed by or on behalf of the person giving it, addressed to the person to whom it is to
be given and:

(a) delivered to that party’s address;

(b) sent by pre-paid mail to that party’s address;

(c) transmitted by facsimile to that party’s address; or

(d) transmitted by email to that party’s representative.
Deemed acceptance of Notices

A Notice given to a party in accordance with Clause 20.1 is treated as having been given
and received:

(a) on the day of delivery, if delivered to a party’s address, before 5.00 pm AEST on
a Business Day;

(b) on the next Business Day, if delivered to a party’s address after 5.00 pm AEST on
a Business Day or delivered at any time on a non-Business Day;

(c) on the third Business Day after posting if sent by pre-paid mail;

(@ on the day of transmission, if transmitted by facsimile to a party’s address before
5.00 pm AEST on a Business Day, and the transmitting facsimile machime
generates a transmission report showing that the correct number of pages was sent
to the facsimile number of the recipient and the result of the transmission is FOK”’
(or an equivalent expression) unless the recipient notifies the sender withity two
hours of transmission that the facsimile was not received in its entirety in a legible
form;

(e) on the next Business Day, if transmitted by facsimile to a party’s address after
5.00 pm AEST on a Business Day or transmitted on a non-Business Day, and the
transmitting facsimile machine generates a transmission report showing that the
correct number of pages was sent to the facsimile number of the recipient afid the
result of the transmission is “OK” (or an equivalent expression) unless tlie
recipient notifies the sender within two hours of the commencement of business
on the next Business Day following the day of transmission that the facsimile was
not received in its entirety in a legible form,;
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otherwise payable, the amount of any GST payable in respect of the Taxable

Supply. The Recipient’s obligation to pay GST is subject to a valid Tax Invoice
being delivered.

MISCELLANEOUS

Legal costs

Subject to any express provision in this Agreement to the contrary, each party shall bear its
own legal and other costs and expenses relating directly or indirectly to the preparation of,
and performance of its obligations under, this Agreement.

Survival of obligations

The covenants, conditions and provisions of this Agreement which are capable of having
effect after the expiration of this Agreement shall remain in full force and effect following
the expiration of this Agreement.

Waiver

The non-exercise of or delay in exercising any power or right of a party does not operate as
a waiver of that power or right, nor does any single exercise of a power or right preclude
any other or further exercise of it or the exercise of any other power or right. A power or
right may only be waived in writing, signed by the party to be bound by the waiver.

Amendment

This Agreement may only be amended or supplemented in writing, signed by the parties.

Severability

Any provision in this Agreement which is invalid or unenforceable in any jurisdiction is to
be read down for the purposes of that jurisdiction, if possible, so as to be valid and
enforceable, and is otherwise capable of being severed to the extent of the invalidity or
unenforceability, without affecting the remaining provisions of this Agreement or affeeting
the validity or enforceability of that provision in any other jurisdiction.

Counterparts

This Agreement may be executed in any number of counterparts and all of those
counterparts taken together constitute one and the same instrument.

Further assurance

Each party must do, sign, execute and deliver and must procure that each of its employess
and agents does, signs, executes and delivers, all deeds, documents, instruments andvacts
reasonably required of it or them by notice from another party to effectively carry out and
give full effect to this Agreement and the rights and obligations of the parties under-this

Agreement.

Rights cumulative

Subject to any express provision in this document to the contrary, the rights of a party
under this document are cumulative and are in addition to any other rights of that part
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22.9 Governing law and jurisdiction

(a)

(b)

This document is governed by and is to be construed in accordance with the laws
in force in New South Wales.

Each party imrevocably and unconditionally submits to the non-exclusive
Jjurisdiction of the courts of New South Wales and any courts which have
jurisdiction to hear appeals from any of those courts and waives any right to
object to any proceedings being brought in those courts.

22.10 Entire agreement

(a)

(b)

(©)

This Agreement embodies the entire understanding and agreement between the

* parties as to the subject matter of this Agreement.

All previous negotiations, understandings, representations, warranties,
memoranda or commitments in relation to, or in any way affecting, the subject
matter of this Agreement are merged in and superseded by this Agreement and
shall be of no force or effect whatever and no party shall be liable to any other
party in respect of those matters.

No oral explanation or information provided by either party to the other shall:
) affect the meaning or interpretation of this Agreement, or

(ii) constitute any collateral agreement, warranty or understanding between
the parties.
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SCHEDULE 2 - SERVICE LEVELS

Document #1

Paradigm.One will respond to the issues raised via the helpdesk for the SEDNode software

based on the following table:

Defect Resolution Response Times

Category | Definition Time to affect | Regular status | Permanent
a by-pass update problem
frequency resolution
target

1 Software not 4 hours Daily 2 Business
functioning Days
Defects which prevent
Customs making use of a
critical part of the
SEDNode software.

2 Severe Impact 8 hours Daily 4 Business
Software inconsistency Days
which significantly
decreases productivity
(e.g. periodic work
stoppages, crashes)

3 Degraded Operations 2 days Daily 8 Business
Software inconsistency Days
which slightly impairs
productivity (users can
work around problem)
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SCHEDULE 4 - CONFIDENTIAL INFORMATION

Not Applicable
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Document #3
Apologies for the delay in responding, I've just recently got back
from an overseas work trip. Firstly thank you for your ongoing
engagement to resolve matters that affect the operation of
SEDNode.

| was disappointed to learn that there appears to be some confusion
about our agreement on support and maintenance fees.

You initially proposed charging a support and maintenance fee of
S47 " of the total cost of all change requests in FY 2016/2017.

In our telephone conversation of 22 March 2018, we understood

the support and maintenance fee to be agreed as follows:
e the support and maintenance fee would be charged at 547
per annum of the costs of change requests completed in the
previous FY, and

e P1 would levy this fee up to the 2019-2020 FY; and

e For the current FY, this fee would only be $47  of the

agreed total, and would therefore beS4?

In a subsequent conversation with ZOA0 o 4 May 2018, you
indicated your understanding that the arrangement for the support
and maintenance fee would not be implemented as a single charge

that would change each year. Instead, you consider the support and
maintenance fee arrangement to work as follows:

$47 " support and maintenance fee, with 847 of that fee to

£5-47C(1)

[ )
be paid in the first year, to mean tha
S47 " of that fee this year,

47 of this year’s fee and

e adding CPI to that remaining
invoicing it next year,

e cumulatively increasing each year’s base fee by the
previous year’s support and maintenance fee, and

e adding the new3*” | support and maintenance fee on top

of that base fee each year.

You will appreciate there is inconsistency between us in
understanding how the support and maintenance fee arrangements
will operate. My initial view is that 347 are unlikely to support
the addition of the support and maintenance fees to their base fee
in the next FY. During our negotiations, we understood the support
and maintenance fee to be a one-off charge which would vary each
year based on the change requests costs of the previous financial
year (FY). We did not understand your proposal to mean that the
support and maintenance fee from each FY would be added to the
= base fee in next FY, with an additional support and
maintenance fee to also be added each year. While we
acknowledge that some change requests may require ongoing
support, many would not, and increased fees for this reason each
year would not be consistent with market standards.



We also consider the arrangement to charge 347 of the support

and maintenance fee for 2016-2017 FY in the 2018-2019 FY is an
exceptional circumstance, mainly to reflect that the expense to be
incurred this year is unbudgeted expenditure. It was not intended
that an additional 347 | be levied in the second year.

As a possible way forward, | propose that until the 2019-2020FY:
e the support and maintenance fee of 47  of the previous
FY’s change requests is levied as a one-off charge each FY,

e PlonlylevyS4 of this fee in 2017-2018FY, and the
balance®*”  in the 2018-2019 FY (with CPI), and

e The support and maintenance fee of $47 is not added

to an agency’s base fee in the following FY.

After you have considered our proposal, | would appreciate your
willingness to renegotiate the terms of the support and
maintenance fees as soon as possible.

| look forward to continuing our constructive engagement with you
to resolve this issue. | would be happy to meet to discuss this
proposal should you wish.

Kind regards,
Andrew

Andrew Warnes | Assistant Secretary
Communications Security & Intelligence Branch
Attorney-General's Department

Tels. 22(1)(@)(ii) s. 22(1)(@)(ii)

If you have received this transmission in error please
notify us immediately by return e-mail and delete all
copies. If this e-mail or any attachments have been sent
to you in error, that error does not constitute waiver

of any confidentiality, privilege or copyright in respect

of information in the e-mail or attachments.

If you have received this transmission in error please
notify us immediately by return e-mail and delete all
copies. If this e-mail or any attachments have been sent
to you in error, that error does not constitute waiver

of any confidentiality, privilege or copyright in respect

of information in the e-mail or attachments.

If you have received this transmission in error please
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notify us immediately by return e-mail and delete all
copies. If this e-mail or any attachments have been sent
to you in error, that error does not constitute waiver
of any confidentiality, privilege or copyright in respect
of information in the e-mail or attachments.

For-Official-Use-Only

For-Official-Use-Only

Important Notice: The content of this email is intended only for use by the
individual or entity to whom it is addressed. If you have received this email by
mistake, please advise the sender and delete the message and attachments
immediately. This email, including attachments, may contain confidential,
sensitive, legally privileged and/or copyright information.

Any review, retransmission, dissemination or other use of this information by
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will appreciate my difficulty in now

seeking S 47€@)

S47 of the support and

maintenance fee for FY16-17 to be
paid in the next financial year and
for that fee to compound year-on-
year.

As a possible way forward, |
propose that until the 2019-
2020FY:

e the support and
maintenance fee of 847  of
the previous FY’s change
requests is levied as a one-
off charge each FY,

e Plonlylew®*” inFY17-
18 of the cost of the change
requests processed in FY16-
17,

e Forthe FY18-19, P1 levy
47 of the cost of change
requests processed in FY17-
18 as a standalone fee,

e Forthe FY19-20, P1 levy
47" of the cost of change
requests processed in FY18-
19 as a standalone fee, and

e The support and
maintenance fee of one
year is not added to an
agency’s base fee in the
following of the FY.

| look forward to continuing our
constructive engagement with you
to resolve this issue.

Kind regards,
Andrew

Andrew Warnes | Assistant
Secretary

National Security Policy Branch
Department of Home Affairs

Tels. 22(1)(@)(ii)

s. 22(1)(@)(ii)
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| was disappointed
to learn that there
appears to be some
confusion about
our agreement on
support and
maintenance fees.

You initially
proposed charging
a support and
maintenance fee of
$47 " of the total
cost of all change
requests in FY
2016/2017.

In our telephone
conversation of 22
March 2018, we
understood the
support and
maintenance fee to
be agreed as
follows:

e the
support
and
maintenanc
e fee would
be charged
atS4  per
annum of
the costs of
change
requests
completed
in the
previous
FY, and

e P1would
levy this fee
up to the
2019-2020
FY; and

e Forthe
current FY,
this fee
would only
beS4”  of
the agreed
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total, and
would

therefore
beS47 .

In a subsequent
conversation with

s. 22(1)(a)(ii) on4 M ay
2018, you indicated
your understanding
that the
arrangement for
the support and
maintenance fee
would not be
implemented as a
single charge that
would change each
year. Instead, you
consider the
support and
maintenance fee
arrangement to
work as follows:

° s47

support
and
maintenanc
e fee, with
S47° of that
fee to be
paid in the
first year,
to mean
that

s.47

would pay
S47 " of that
fee this
year,

e adding CPI
to that
remaining
S47 of this
year’s fee
and
invoicing it
next year,

e cumulative
ly
increasing
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each year’s
base fee by
the
previous
year’s
support
and
maintenanc
e fee, and
e adding the
neWs47
support
and
maintenanc
e fee on
top of that
base fee
each year.

You will appreciate
there is
inconsistency
between us in
understanding how
the support and
maintenance fee
arrangements will
operate. My initial

view is that
s. 47C(1)

During
our negotiations,
we understood the
support and
maintenance fee to
be a one-off charge
which would vary
each year based on
the change
requests costs of
the previous
financial year
(FY). We did not
understand your
proposal to mean
that the support
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and maintenance
fee from each FY
would be added to
the S 47C(1)

with
an additional
support and
maintenance fee to
also be added each
year. While we
acknowledge that
some change
requests may
require ongoing
support, many
would not, and
increased fees for
this reason each
year would not be
consistent with
market standards.

We also consider
the arrangement to
charge 347 of the
support and
maintenance fee
for 2016-2017 FY in
the 2018-2019 FY is
an exceptional
circumstance,
mainly to reflect
that the expense to
be incurred this
year is unbudgeted
expenditure. It was
not intended that
an additional 347
be levied in the
second year.

As a possible way
forward, | propose
that until the 2019-
2020FY:

e the
support
and
maintenanc
e fee of
S47 of the
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previous
FY’s change
requests is
levied as a
one-off
charge
each FY,

e Plonly

s47 of

levy
this fee in
2017-
2018FY,
and the
balance
S47 " in the
2018-2019
FY (with
CPl), and

e The
support
and
maintenanc
e fee of one
year is not
added to an
agency’s
base fee in
the
following
FY.

After you have
considered our
proposal, | would
appreciate your
willingness to
renegotiate the
terms of the
support and
maintenance fees
as soon as possible.

| look forward to
continuing our
constructive
engagement with
you to resolve this
issue. | would be
happy to meet to
discuss this
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proposal should
you wish.

Kind regards,
Andrew

Andrew Warnes |
Assistant Secretary
Communications
Security &
Intelligence Branch
Attorney-General's

Department
Tel S- 22(1)(a)(ii)

s. 22(1)(a)ii)

If you have received
this transmission in
error please

notify us
immediately by
return e-mail and
delete all

copies. If this e-mail
or any attachments
have been sent

to you in error, that
error does not
constitute waiver

of any
confidentiality,
privilege or
copyright in respect
of information in the
e-mail or
attachments.

If you have received this
transmission in error please
notify us immediately by return e-
mail and delete all

copies. If this e-mail or any
attachments have been sent

to you in error, that error does not
constitute waiver

of any confidentiality, privilege or
copyright in respect

of information in the e-mail or
attachments.
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Important Notice: The content of
this email is intended only for
use by the individual or entity to
whom it is addressed. If you have
received this email by mistake,
please advise the sender and
delete the message and
attachments immediately. This
email, including attachments,
may contain confidential,
sensitive, legally privileged
and/or copyright information.

Any review, retransmission,
dissemination or other use of this
information by persons or
entities other than the intended
recipient is prohibited. The
Department of Home Affairs and
ABEF respect your privacy and
have obligations under the
Privacy Act 1988.

Unsolicited commercial emails
MUST NOT be sent to the
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s. 47F(1) s. 47F(1) paradigmone.com.au
Suite 40, Upper Deck, Jones Bay Wharf, Pyrmont, Sydney, NSW 2009

On 30/05/2018 10:11 PM, Warnes, Andrew wrote:

For Official Use Only

Dear S 47F(1)

Apologies for the delay in responding, I've just recently got back from an overseas
work trip. Firstly thank you for your ongoing engagement to resolve matters that
affect the operation of SEDNode.
| was disappointed to learn that there appears to be some confusion about our
agreement on support and maintenance fees.
You initially proposed charging a support and maintenance fee of 18% of the total
cost of all change requests in FY 2016/2017.
In our telephone conversation of 22 March 2018, we understood the support and
maintenance fee to be agreed as follows:
e the support and maintenance fee would be charged at$#” | per annum of the
costs of change requests completed in the previous FY, and
e P1 would levy this fee up to the 2019-2020 FY; and

e For the current FY, this fee would only be 847

s47

of the agreed total, and would
therefore be
In a subsequent conversation with &2
understanding that the arrangement for the support and maintenance fee would
not be implemented as a single charge that would change each year. Instead, you

consider the support and maintenance fee arrangement to work as follows:
s47

on 4 May 2018, you indicated your

support and maintenance fee, with 847 | of that fee to be paid in the first
tS47

o
year, to mean tha would pay 347 of that fee this year,

e adding CPI to that remaining$4” | of this year’s fee and invoicing it next year,

e cumulatively increasing each year’s base fee by the previous year’s support
and maintenance fee, and

e adding the new 547

each year.

You will appreciate there is inconsistency between us in understanding how the

support and maintenance fee arrangements will operate. My initial view is that

= are unlikely to support the addition of the support and maintenance fees

to their base fee in the next FY. During our negotiations, we understood the support

and maintenance fee to be a one-off charge which would vary each year based on

the change requests costs of the previous financial year (FY). We did not understand

your proposal to mean that the support and maintenance fee from each FY would

be added to the $47 base fee in next FY, with an additional support and

maintenance fee to also be added each year. While we acknowledge that some

change requests may require ongoing support, many would not, and increased fees

for this reason each year would not be consistent with market standards.

We also consider the arrangement to charge $47  of the support and maintenance

fee for 2016-2017 FY in the 2018-2019 FY is an exceptional circumstance, mainly to

support and maintenance fee on top of that base fee



Document #5
reflect that the expense to be incurred this year is unbudgeted expenditure. It was
not intended that an additional 3#7  be levied in the second year.

As a possible way forward, | propose that until the 2019-2020FY:
¢ the support and maintenance fee of 12% of the previous FY’s change requests
is levied as a one-off charge each FY,
e P1 only levy 347 of this fee in 2017-2018FY, and the balance 47 | in the 2018-
2019 FY (with CPI), and
e The support and maintenance fee of one year is not added to an agency’s base
fee in the following FY.
After you have considered our proposal, | would appreciate your willingness to
renegotiate the terms of the support and maintenance fees as soon as possible.
I look forward to continuing our constructive engagement with you to resolve this
issue. | would be happy to meet to discuss this proposal should you wish.
Kind regards,
Andrew
Andrew Warnes | Assistant Secretary
Communications Security & Intelligence Branch
Attorney-General's Department

Tels. 22(1)(a)(ii) > 20E@®

If you have received this transmission in error please
notify us immediately by return e-mail and delete all
copies. If this e-mail or any attachments have been sent
to you in error, that error does not constitute waiver

of any confidentiality, privilege or copyright in respect

of information in the e-mail or attachments.

If you have received this transmission in error please
notify us immediately by return e-mail and delete all
copies. If this e-mail or any attachments have been sent
to you in error, that error does not constitute waiver

of any confidentiality, privilege or copyright in respect

of information in the e-mail or attachments.
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