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	2.  GENERAL CONDITIONS

	2.1.  DEFCONS

	Number
	Edition
	Title

	501
	08/14
	Definitions And Interpretations

	503
	06/14
	Amendments To Contract

	515
	10/04
	Bankruptcy And Insolvency

	516
	04/12
	Equality

	518
	11/12
	Transfer

	520
	07/11
	Corrupt Gifts And Payments Of Commission

	521
	04/12
	Subcontracting To Supported Businesses

	526
	08/02
	Notices

	527
	09/97
	Waiver

	528
	05/12
	Overseas Expenditure,  Import and Export Licences

	529
	09/97
	Law (English)

	530
	07/04
	Dispute Resolution (English Law)

	531
	05/05
	Disclosure Of Information 

	532A
	06/10
	Protection of Personal Data (Where Personal Data is not being processed on behalf of the Authority)

	537
	06/02
	Rights Of Third Parties

	538
	06/02
	Severability

	539
	08/13
	Transparency

	550
	02/14
	Child Labour and Employment Law

	566
	07/14
	Change Of Control Of Contractor

	620
	06/14
	Contract Change Control Procedure

	656
	03/06
	Break

	691
	07/14
	Timber And Wood - Derived Products 


	Notes to DEFCONS: 

DEFCON 503: In addition to the terms of DEFCON 503, only the Commercial Branch shall be authorised to vary the terms and conditions of the Contract, including specifications, standards or drawings which form part of the Contract.

DEFCON 528: The Contractor's attention is drawn to clause 1 of DEFCON 528 requiring notification of overseas expenditure. In this connection, the Contractor shall, within one month of acceptance of the Contract, notify the Commercial Branch of details of any overseas sub-contract or order he has placed, or intends to place, in aid of the Contract. Details to be provided are: Contract No; Country in which sub-contract placed/to be placed; Name, Division and full postal address of sub-contractor; Value of sub-contract as applicable to main contract; Date placed/to be placed. If no overseas orders are to be placed, the Contractor shall advise the Commercial Branch to this effect in the same timescale.

DEFCONs 530, 531: For the purposes of these conditions, Clause 6 of DEFCON 501 shall not apply. The processes described and documents required by these conditions are to be conducted or transmitted manually (i.e. not electronic) or as otherwise detailed in the Contract.

DEFCON 656: For the purposes of this Contract, the period of notice referred to in Clauses 1 and 6 (b) of DEFCON 656 shall be 3 months and 2 months respectively.


2.2 NARRATIVES

2.2.1 Contract Reference

To avoid delays the Contract Number shall be quoted on all correspondence, claims etc. relating to this Contract.
2.2.2 Order of Precedence

2.2.2.1 In the event of conflict between the Conditions of Contract and any other associated document, the conflict shall be resolved according to the following descending order of precedence:

2.2.2.1.1 Conditions of Contract CSA/1091

2.2.2.1.2 Appendix 1 to Annex B (SRD Compliance Matrix)

2.2.2.1.3 Annexes C to Annex Z

2.2.2.1.4 Annex A (URD) and Annex B (SRD)

2.2.2.1.5 Other Annexes

2.2.2.2 In the event of a conflict within documents of the same order of precedence, all cases shall be referred to the Authority’s Project Manager (APM) (as stated in Box 2 of the Appendix to Contract DEFFORM 111) immediately in writing and copied to the Commercial Branch (Box 1 of the Appendix to Contract).  Upon being notified by the Contractor, the Commercial Branch will consider whether any changes to the Contract are required.

2.2.3 Responsibility of the Contractor as Prime Contractor

2.2.3.1 The Contractor is hereby designated as Prime Contractor (PC) and shall accordingly be solely responsible for undertaking the work detailed in the Schedule of Requirements in accordance with the Terms and Conditions of the Contract.
2.2.3.2 In the event that the Contractor fails to supply any of the Items or to meet any of the Acceptance Criteria as required by the Contract to the reasonable satisfaction of the Authority, it shall be the Contractor's responsibility to rectify that failure at no additional cost to the Authority.
2.2.3.3 In addition to those defined elsewhere, the Contractor's responsibilities shall include:
2.2.3.3.1 the placing, administration, control and management of all sub-contracts required to meet the requirement defined in the Schedule of Requirements, regardless of the method by which the sub-contractor may be selected;
2.2.3.3.2 design, production, integration, co-ordination, overall system engineering, proving, conducting trials and testing required under the Contract;
2.2.3.3.3 planning, programming and progressing of the work including appropriate documentation;
2.2.3.3.4 financial management of the work including financial control and monitoring of all sub-contracts;
2.2.3.3.5 providing the APM with the information he requires on a continuing basis to confirm that work under the Contract is proceeding satisfactorily;
2.2.3.3.6 liaison with the sub-system manufacturers on all aspects regarding integration of the KRS into their sub-systems.
2.2.3.4 The Contractor shall be the Design Authority (DA) for the overall design of all the Articles delivered under the Contract. The Contractor shall prepare and maintain all design specifications and manufacturing records in accordance with the Terms and Conditions of the Contract, and provide the appropriate sub-system and interface data in the form of specifications and drawings for those parts of the system or equipment which are to be designed by other DAs.
2.2.3.5 As the DA, the Contractor agrees to support the KRS in accordance with the requirements defined in the Contract. The Contractor shall develop, update as required and maintain for the life of the system a Technical Data Pack for the KRS. The Technical Data Pack shall:
2.2.3.5.1 Describe and detail the KRS as designed, developed and manufactured under the Contract;
2.2.3.5.2 Comprise the specifications, drawings and associated data describing the system as fitted in the platforms;
2.2.3.5.3 Comprise the specifications, drawings and associated data enabling the system to be manufactured;
2.2.3.5.4 Comprise interface data in the form of specifications and drawings, between the KRS and other equipment required to interface with it (see Annexes A, B and C and Technical Guidance Pack - See Annex O);
2.2.3.5.5 Comprise all technical data necessary to repair, maintain, operate and dispose of the KRS;

2.2.3.6 The DEFFORM 315 Contract Data Requirements (CDRs) details are at Annex Q to the Contract.
2.2.3.7 As necessary, during the design, development, construction and testing of equipment, the Contractor shall make available to the Authority drawings, design data, calculations and reports of tests or demonstrations so that questions which may affect the safety or performance of the completed equipment may be discussed at an early stage.  Adequate arrangements shall be made for such tests or demonstrations to be witnessed by the Authority or his authorised representatives at the discretion of the Authority.
2.2.3.8 In the event that the Authority requires the Contractor to deliver the Technical Data Pack called up in the CDRs at Annex Q to the Contract, this shall be delivered in accordance with the format specified therein.
2.2.3.9 Nomination of a sub-contractor as a DA shall not relieve the Contractor of his responsibilities. The Contractor shall make such arrangements with his sub-contractor, and they with theirs, as to ensure that the sub-contracted elements are satisfactory and that the relevant Design Authority procedures are followed.
2.2.3.10 Notwithstanding any official approval of, or expression of satisfaction with, any Drawings, Specifications, Schedules, or any other relevant technical, administrative or other Documents or Data by the Authority, the Contractor shall be wholly responsible for the efficient and proper functioning as required by the Contract of all Articles supplied under it and for ensuring that any Design is wholly complete, accurate and meets the specifications of the Contract, such that Articles manufactured to such Design shall similarly meet the Technical Specifications and other requirements of the Contract.
2.2.4 Contractor’s Key Personnel

2.2.4.1 Key personnel identified in the Contractor’s Project Resourcing Plan shall have appropriate qualifications and competence and in all respects be acceptable to the Authority.
2.2.4.2 Where so required, full particulars of all personnel to be so employed shall be forwarded in advance to the APM for confirmation of acceptability. This will be for security clearances during installation and engineering support tasks to the platform and meeting representation at Authority meetings.
2.2.4.3 The Contractor shall take all reasonable steps to avoid changes of key personnel assigned to and accepted for work under the Contract.  Except whenever changes are unavoidable or of a temporary nature caused by sickness or other such circumstance, the Contractor shall give at least one month’s notice to the Authority and the provisions of this Condition shall apply to the replacement personnel.
2.2.5 Export Licences 

2.2.5.1 If, in the execution of the Contract, the Contractor needs to export materiel for which a licence is required, it shall be the sole responsibility of the Contractor to obtain in a timely manner any export licences required to perform any of his obligations under the Contract.
2.2.5.2 The Contractor shall inform the Authority at the earliest opportunity of the route by which he intends to obtain export licence approval in order to satisfy delivery requirements under the Contract.  In particular, where the Contractor chooses to use a Technical Assistance Agreement or Manufacturing Licence Agreement, he shall promptly notify the Authority and shall not seek approval for the Agreement from the Government concerned without first agreeing its contents with the Authority.
2.2.6 Safety and Environmental 
2.2.6.1 The Contractor shall ensure that the KRS is safe to operate and maintain and that all relevant statutory requirements of the Contract are met in full.  The Contractor shall assess the impact of the capability on the environment and shall take reasonable steps to minimise.

2.2.6.2 In performing the Contract, the Contractor shall comply with all his statutory duties and obligations relating to safety and shall be responsible for ensuring that no Contract requirement causes him to be in breach of any statutory duty or obligation relating to safety.
2.2.6.3 If after the Contract is made it appears that any specification agreed between the Contractor and the Authority may render the Contractor in breach of any statutory duty or obligation relating to safety the Contractor shall immediately draw that fact to the Authority's attention.
2.2.6.4 Nothing in the Contract or in any other document created or signed on behalf of the Authority shall constitute a written undertaking for the purposes of Section 6(8) of the Health and Safety at Work Act 1974 relieving the Contractor of any of his duties under Section 6 of that Act.
2.2.6.5 The Authority shall be entitled to reject the KRS if any relevant statutory safety requirements or any of the safety requirements set out in the Compliance Matrix at Appendix 1 to Annex Band SOW at Annex C or elsewhere in the Contract are not met in full.  

2.2.6.6 The Safety and Environmental Management Plan (SMP), at Annex L to this contract, defines the Safety Management activities to deliver a safe system and maintain it through life.  The SMP shall contain the Preliminary Hazard Identification (PHI), provided by the Authority, for the basis of the safety analysis and development of the System Safety Case.

2.2.6.7 The Contractor shall take into account the following safety requirements:
2.2.6.7.1 The Contractor shall meet the Safety Management Requirements for Defence Systems, as set out in Def Stan 00-56 part 2.

2.2.6.7.2 The Contractor shall also follow the guidance set out in the Acquisition Safety and Environmental Management System (ASEMS) in the form of the Project Orientated Safety Management System (POSMS) and the Project Orientated Environmental Management Systems.  In addition to ASEMS, the guidance provided in Joint Service Publication JSP430 (for Maritime equipment) shall be followed.

2.2.6.7.3 When Contractor’s staff are attending Government Establishments (including ships) then JSP375 contains suitable guidance. The conditions of the Contract for safety of Contractor attendance are contained in DEFCON 76.
2.2.6.8 Statutory Requirement: The Health & Safety at Work Act 1974 (HSWA) requires both employers and the self employed to ensure the health and safety of both their employees and non-employees.
2.2.6.9 The Contractor shall provide access to records, including sub-contractor records, for Contract purposes, to enable the MOD appointed Independent Safety Auditor to carry out safety audits and other assessment activities to meet MOD safety requirements. 
2.2.7 Sub-Contracts
2.2.7.1 The Contractor shall be responsible for the management and supervision of his sub-contractors. The sub-contracting of any obligation under the Contract shall not relieve or excuse the Contractor from his obligations to the Authority in respect of the due performance of such obligations. The Contractor shall be responsible to the Authority for the acts or omissions of any sub-contractor in relation to such sub-contractor's performance of the Contract and, to this end, any act or omission of that sub-contractor in relation to such sub-contractor's performance of the Contract shall be regarded as an act or omission of the Contractor.
2.2.7.2 The Contractor shall ensure that the terms and conditions of Contract are reflected in all sub-contracts, at whatever level, to the extent necessary to enable the Contractor to fully meet his obligations to the Authority under the Contract.
2.2.8 Place of Business

Any change in the Contractor's or major sub-contractors' places of work during the currency of the Contract shall be notified to the Commercial Branch, with a copy to the APM.
2.2.9 Whole Agreement

This Contract constitutes the entire agreement with respect to the Articles and Services provided by the Contractor and supersedes and replaces all other agreements and understandings, both written and oral, including, without limitation, correspondence, Contractor proposals (unless specifically incorporated herein), prior agreements for Articles and Services, as well as pre-printed terms of purchase orders, quotations and acknowledgement forms relating to the Articles and Services.
2.2.10 Contractual Authority
Nothing said, done or written by any person, or anything omitted to be said, done or written by any person including, but without limitation, any servant or agent of the Authority shall in any way affect the rights of the Authority or modify, affect, reduce or extinguish the obligations and liabilities of the Contractor under the Contract, or be deemed to be a waiver of the rights of the Authority, unless stated in writing and signed by the Commercial Branch.

2.2.11 Reportable Official and Official-Sensitive Security Requirements
2.2.11.1 ‘Information’ means information recorded in any form disclosed or created in connection with the Contract.

2.2.11.2 The Contractor shall protect all Information relating to the aspects designated as Reportable OFFICIAL and OFFICIAL-SENSITIVE as identified in the security aspects letter at Annex T to the Contract, in accordance with the official security conditions annexed to the security aspects letter.

2.2.11.3 The Contractor shall ensure that the requirements and obligations set out under 2.2.11.2 above are flowed down to their sub-contractors.

2.2.12 Resolution of Disputes
2.2.12.1 A graduated approach to dispute resolution shall be adopted as follows:
2.2.12.2 In the first instance, the parties shall attempt to resolve disputes in good faith through negotiations between their respective senior representatives.
2.2.12.3 If negotiations between the senior representatives fail within one month or such other period as may be agreed on a case by case basis, disputes may be resolved by referral to an expert by agreement between the parties, whose decision shall be final and binding.  Otherwise, either party may refer the dispute to an adjudicator.
2.2.12.4 Disputes not settled following adjudication may be resolved by arbitration, except that any dispute relating to a security matter on which the Authority’s decision is expressed to be final and conclusive shall not be referred to adjudication or arbitration.  Disputes in relation to pricing issues shall be dealt with in accordance with the provisions of the Contract and not referred to adjudication or arbitration.
2.2.12.5 The Authority will not accept representations by the Contractor for disputes between the Authority and the Contractor to be included as a Force Majeure Event in accordance with the provisions of Condition 7.2.5 Force Majeure.  Furthermore, the Authority shall require the Contractor to be under an obligation to continue with the work under the Contract in accordance with the terms of the Contract whilst the dispute is being negotiated by senior representatives, subject to arbitration or adjudication.
2.2.12.6 The provisions of this Clause shall be in addition to those of DEFCON 530 Dispute Resolution which shall take precedence in the event of any inconsistency.
2.2.13 Value for Money Reviews for Support

2.2.13.1   The Authority may conduct a Value for Money Review at each anniversary of the commencement of support under the Contract. The Authority will conduct a Value for Money Review in consultation with and with the participation of the Contractor. 
2.2.13.2   In order to assist the Authority in its value for money review carried out pursuant to sub-clause 2.2.13.1 above, the Contractor shall be required to review and report to the Authority any innovations in technology which could enhance service delivery and any efficiencies which could be implemented to improve the method of service delivery. The Contractor shall, no later than two calendar months before each Value for Money Review, identify a methodology for undertaking its review, which shall be approved by the Authority no later than one calendar month before commencement of the Value for Money Review. The Contractor shall submit a report of its review within three months of commencement of the Value for Money Review setting out:
2.2.13.2.1 the methodology of the review;
2.2.13.2.2 any innovations in technology or efficiencies in best working practices relevant to the delivery of the Services arising from his continuous review of evolving technologies and practices; and
2.2.13.2.3 any proposed changes to the Contractor’s method of Service delivery.
2.2.13.3   The Parties will then consider and negotiate any variation to this Contract which both Parties believe shall materially improve the value for money which accrues to the Authority whilst preserving a fair and reasonable profit for the Contractor.
2.2.13.4   Any resulting payments to the Authority shall be by way of a reduction to the overall contract price. The reduced prices shall be mutually agreed within one month of the submission of the Contractor’s review report and will be reflected in the Contract through formal contract amendment.
2.2.14 Gainshare
2.2.14.1 Improving Support:  The parties to the Contract agree to exploit every opportunity to improve support to the equipment.  It is anticipated that the opportunities will be in, but not limited to, time, cost, performance, or quality. Should an opportunity for improvement to the support arrangement be identified during the course of the Contract, which satisfies the criteria of better, faster, cheaper, both parties agree to negotiate a revised agreement.
2.2.14.2 This may be achieved by either amending the Contract to incorporate the improvement, or to replace the existing contract with a different contractual arrangement. The Authority recognises that should the improved support arrangement provide a reduction in the cost of support to the equipment, this will be considered a ‘gainshare’, and the negotiated agreement will incorporate an agreed sharing of the benefit.
2.2.14.3 Once a negotiated agreement has been reached, the Contractor agrees to provide the necessary assistance to facilitate a seamless transition to the improved support arrangement.
2.2.14.4 Reductions In Scope Of Work Proposed By The Contractor:  During the term of the Contract the Contractor shall keep under review and report to the Authority any opportunities he has identified for reductions in the Contractor’s scope of work, which could result in improvements to Contract delivery and/or reductions in cost.
2.2.14.5 Should the Authority be satisfied in principle with the reduction in scope of work proposed by the Contractor, then the Authority and the Contractor shall negotiate in good faith an appropriate Contract Amendment to reflect the agreed reduction in scope of work proposed by the Contractor, and its effect on existing Contract prices and delivery dates.
2.2.14.6 For the avoidance of doubt, it is agreed that:-
2.2.14.6.1 The actual reduction in cost resulting from a reduction in scope may be difficult to accurately identify after the fact; therefore in agreeing a Contract Amendment to reflect the reduction in scope proposed by the Contractor, the agreed price reduction shall be based on the principle that the Authority shall be entitled to a 50% share in the Contractor’s estimated reduction in cost, with 50% being retained by the Contractor.
2.2.14.6.2 The Contractor shall be entitled to retain 100% of any savings arising solely from efficiencies within the Contractor’s organisation or those of his sub-contractors and suppliers, which the Contractor, or his sub-contractors and suppliers, has sponsored.
2.2.14.6.3 Reductions In Scope Of Work Proposed By The Authority:  During the term of the Contract the Authority shall keep under review and report to the Contractor any opportunities he has identified for reductions in the Contractor’s scope of work which could result in improvements to Contract delivery and/or reductions in cost.
2.2.14.6.4   Should the Authority identify any such opportunity he shall provide full details of the proposed change to the Contractor and the Contractor shall provide to the Authority a contract change proposal setting out the effects of the proposed change to the current Contract.
2.2.14.6.5   Should the Authority be satisfied with the Contractor’s proposed change then the Authority and the Contractor shall negotiate in good faith an appropriate Contract Amendment to reflect the agreed reduction in scope proposed by the Authority and its effect on the existing Contract prices and delivery dates.
2.2.14.6.6   For the avoidance of doubt it is agreed that:-
2.2.14.6.6.1  The actual reduction in cost resulting from a reduction in scope may be difficult to accurately identify after the fact; therefore in agreeing a Contract Amendment to reflect the reduction in scope proposed by the Authority, the agreed resultant price reduction shall be based on the principle that the Authority shall be entitled to 100% of the Contractor’s estimated cost saving.
2.2.14.6.6.2 The Authority shall reimburse the Contractor all reasonable costs which may be incurred by the Contractor, plus Profit, in responding to any requests by the Authority to investigate reductions in scope which may be proposed by the Authority in pursuance of this sub-clause.
	3.  SPECIFICATIONS, PLANS, ETC

	3.1.  DEFCONS

	Number
	Edition
	Title

	68
	04/14
	Supply Of Data For Hazardous Articles, Materials And Substances

	82
	07/13
	Special Procedure For Initial Spares     

	117
	10/13
	Supply of Information for NATO Codification And Defence Inventory Introduction

	129
	03/14
	Packaging (For Articles Other Than Munitions)

	129J
	07/08
	The Use Of Electronic Business Delivery Form

	502
	06/14
	Specifications Changes

	595
	10/04
	General Purpose Automatic Test Equipment Data Requirements

	601
	04/14
	Redundant Materiel

	602A
	12/06
	Deliverable Quality Plan

	606
	06/14
	Change And Configuration Control Procedure

	607
	05/08
	Radio Transmissions

	608
	10/14
	Access And Facilities To Be Provided By The Contractor

	610A
	12/02
	Enabling Contracts - Duration Period (Tasking Contracts)

	613
	06/97
	Authorisation of Work

	624
	11/13
	Use Of Asbestos

	627
	12/10
	Requirement for a Certificate of Conformity  

	637
	08/99
	Defect Investigation And Liability

	644
	06/13
	Marking Of Articles

	645
	07/99
	Export Potential  

	697
	07/13
	Contractors on Deployed Operations

	Notes to DEFCONS:

DEFCONs 68, 117, 129, 624: For the purposes of these conditions, Clause 6 of DEFCON 501 shall not apply.  The processes described and documents required by these conditions are to be conducted or transmitted manually (i.e. not electronic) or as otherwise detailed in the Contract.

DEFCON 117: In the case of Clause 3 of DEFCON 117, where the true manufacturer is located in a non-NATO country, the Contractor shall be liable for the provision of the Draft Item identification data as required by Clause 2.

DEFCON 608: For the purposes of this DEFCON only, the Independent Safety Auditor shall be considered as one of the Authority’s representatives.



3.2 NARRATIVES

3.2.1 Specification and Build Standard

3.2.1.1 The Scope of Work for the KRS is broken down into three Phases as follows:

3.2.1.1.1 Phase 1 - Demonstration and Manufacture - S.O.R Items 1 and 2, Annex C Milestones 1 to 4. 

3.2.1.1.2 Phase 2 - Installation and Integration - S.O.R Items 3 and 4, Annex C Milestones 5, 6 and 7.

3.2.1.1.3 Phase 3 - Support - S.O.R Items 5 and 6, Annex C Milestone 8

3.2.1.2 The transition from one Phase to the next, or the commencement of early start activities for any particular Phase, shall be authorised formally in writing by the Authority when the Contractor has satisfactorily demonstrated that the requirements of the Contract, up to the point of authorisation for the next Phase, have been fully met, or as may be required in order to maintain the schedule at Annex E Appendix 1 to this Contract. These requirements include, but are not limited to, those detailed and agreed within the Contract, Annexes and associated Documentation and provided that the Authority does not have reasonable cause to believe that the Contractor will be unlikely to render complete performance of his obligations in respect of the requirement in subsequent Phases of the Contract. For the avoidance of doubt the Authority hereby gives the Contractor authority to commence work on the purchase of Long Lead Time Items (LLTI) and activities required for Phase 2 S.O.R Items 3 and 4 at Contract award as detailed in the Schedule at Annex E Appendix 1.

3.2.1.3 The Authority reserves the right not to give authorisation for the next phase, even if the Contractor has satisfactorily met the requirements of the Contract. For clarity, should the Authority exercise this right, this shall not be considered as termination for convenience and therefore the provisions of DEFCON 656 Break shall not apply.
3.2.1.4 If, subsequent to formal authorisation, the KRS is found not to meet the requirements of the Contract in any respect, then the Contractor shall, at his own cost, be responsible for rectifying all shortfalls until the requirement is met to the satisfaction of the Authority.
3.2.1.5 With the exception of any formal authorisation or Contract Amendment issued by the Commercial Branch, even though the Authority may from time to time formally or informally verify or express reasonable satisfaction with any design, drawing or data or if the Authority at any stage gives any advice or makes any suggestion relating to any design, drawing or data, or the work comprising the phases under the Contract, the Authority shall not thereby incur any liability and the Contractor shall remain solely responsible for fully meeting the requirements of the Contract.
3.2.1.6 Upon placement of the Contract the Contractor shall only undertake the work required for Phase 1, Demonstration and Manufacture, Items 1 and 2 of the Schedule of Requirements, and the purchase of Long Lead Time Items (LLTI) and activities required for Phase 2 S.O.R Items 3 and 4 as detailed in the Schedule at Annex E Appendix 1.  Authorisation to undertake the subsequent milestones and Phases up to and including the Support Phase of the project at Milestone 7, Items 5 and 6 of the Schedule of Requirements, shall be given in accordance with Condition 3.2.1.1 and 3.2.1.2 . However, in the event that the Contractor has not completed a milestone or a Phase, and where he requires authorisation from the Authority to proceed with one or more subsequent milestones or Phases in order to maintain the contracted programme timescales, he shall inform the Authority who will make the decision whether or not to proceed. The Contractor shall ensure that the Authority is provided with sufficient reasonable notice of such a requirement as the Authority may require in order to make its decision. The Authority will not unreasonably withhold authority to proceed. 

3.2.1.7 The Contractor shall carry out all work required under the Contract to the satisfaction of the APM and in accordance with the Project Management Plans (PMP) at Annex E, the Systems Engineering Management Plan (SEMP) at Annex K and the Safety and Environmental Management Plan (SMP) at Annex L to the Contract.  The agreed processes under the Plans shall be utilised throughout the performance of the Contract.
3.2.1.8 The build standard for the KRS shall be to the Contractor’s build standard submitted as part of his tender reference CSA/1091 dated 20th January 2015, as subsequently amended by the Contractor’s unreferenced letter dated 17th June 2015, and as defined in the Compliance Matrix at Appendix 1 to Annex B and the SOW at Annex C to the Contract as may be amended through agreed Configuration Control changes in accordance with Condition 3.2.2, Configuration Control. Where the Compliance Matrix at Appendix1 to Annex B and the SOW at Annex C to the Contract address any particular aspect of the build standard they shall take precedence over the Tender; otherwise the Tender shall describe the Contractor’s compliance with the SRD and SOW. For the purposes of clarity the Contractor is not required to comply with the URD at Annex A.
3.2.1.9 Any proposal by the Contractor to modify the above build standard shall be notified in writing to the APM. However, if the implementation of any such proposal would result in the Authority incurring costs (either directly on the Contract or indirectly on any related contract) the proposed modification shall not be incorporated in any system supplied under the Contract unless specifically authorised in writing by the Commercial Branch. 
3.2.1.10 In the event of any conflict between the Contractor's documentation and the build standard definition as amended by Condition 3.2.2 Configuration Control, the latter shall take precedence.

3.2.2 Configuration Control

3.2.2.1 The Contractor shall conduct Configuration Management in accordance with DEF STAN 05-57 and his Configuration Management Plan shall form part of the Project Management Plan at Annex E to the Contract.  The Contractor shall ensure that the APM has full and free access to the Contractor's records of the configuration items and the configuration process.  Configuration shall be reviewed quarterly at project reviews and meetings as detailed in the SOW at Annex C.

3.2.3 Changes to the Requirement

3.2.3.1 Any proposed change to the requirements of the Contract shall be submitted to the Authority by the Contractor as a Change Proposal in accordance with Annex N to the Contract, showing the effect of the proposed change on the Contract Price (including the unit production prices), schedules of payments, programme schedules, specifications, performance, reliability and support.
3.2.3.2 Proposed changes may be initiated by the Contractor or by the Authority but the Contractor shall in all cases prepare the change proposal.
3.2.3.3 Wherever appropriate, the Contractor shall submit a price for the change, in accordance with the provisions of Condition 4.2.4 Pricing of Changes to the Requirement, which shall remain valid for acceptance for a period of at least 90 days (or any other such period as may be agreed) from the date of submission to the Authority.
3.2.3.4 The Authority's approval of changes shall be signified by means only of a formal Contract Amendment issued by the Commercial Branch which will adjust, but may not be limited to, the Contract Price (including the unit price production prices), Stage Payment Plan, and programme and delivery schedules as necessary.  Where an approved change requires, amongst other things, an amendment to the agreed price, then prices shall be agreed in accordance with Condition 4.2.4 of the Contract.
3.2.3.5 Changes initiated by the Contractor which are necessary to ensure compliance with the requirements of the Contract shall be the liability of the Contractor.
3.2.4 Quality Assurance 

3.2.4.1 Quality Assurance shall be carried out in accordance with the following Standards as appropriate:

AQAP 2110 Edition 3 November 09: NATO Quality Assurance Requirements for Design, Development and Production.

AQAP 2210 Edition 1:  NATO Supplementary Software QA Requirements
DEF STAN 05-57 (Issue 6): Configuration Management of Defence Materiel

DEF STAN 05-61 Part 1: Quality Assurance Procedural Requirements 
3.2.4.2 For the purposes of the Contract AQAP 2110 edition 3 and AQAP 2105 edition 2 shall apply to the Contract together with AQAP 2210 Edition 1 and the Quality Assurance Procedural requirements of Def Stan 05-61 (Part 1) Issue 5 – QA Procedural Requirements - Concessions. The Contractor shall operate a quality management system which has been assessed and certified by a UKAS accredited third party certification body as conforming to the requirements of ISO 9001:2008. 
3.2.4.3 A deliverable Quality Plan (QP) specific to the requirements of the Contract shall be produced in accordance with AQAP 2105 edition 2. The QP shall be forwarded to the APM, for acceptance by the Government Quality Assurance Representative (GQAR), within 3 months of Contract placement. Once accepted the final QP shall be formally incorporated into the Contract by a Contract Amendment issued by the Commercial Branch. 
3.2.4.4 Unless otherwise directed in the Contract, the Contractor shall retain the Quality Control/Inspection Records or such of those records as may be agreed by the GQAR for a period of five years from completion of all work under the Contract and shall make them accessible to the Authority on request. Exceptionally, when requested by the Contractor, earlier disposal may be authorised in writing by the GQAR. At the end of the retention period the Contractor shall seek advice from the GQAR regarding the disposal/continued retention of the Quality Control/Inspection Records, and the Contractor shall not dispose of such records without the written authority of the GQAR.
3.2.4.5 Where work is to be undertaken outside of the UK, as the result of Sub-Contract/Purchase Order, QA surveillance may be conducted directly by the Authority or requested from the National Quality Assurance Authority (QAA) in the relevant Country, in accordance with either STANAG 4107 – NATO Standard Agreement for GQAR or applicable Memorandum of Understanding (MOU), agreed between the Governments concerned, or other agreed arrangements. The MOD of the relevant Country or the National QAR shall be entitled to undertake QA Surveillance on behalf of the Authority at the Contractor’s or Sub-Contractor’s premises.
3.2.4.6 In all cases where the Sub-Contractor is not based in the UK, the Contractor shall cause to be included in any relevant Sub-Contract/ Purchase Order the following clause selecting where marked thus * as appropriate:
3.2.4.6.1 “This * Contract/Order may be subjected to Government Quality Assurance Surveillance at your facility on behalf of the UK Government. You shall provide any assistance needed by the Quality Assurance Representative (QAR) in the execution of his responsibilities in respect of this * Contract/ Order.”
3.2.4.7 The decision to request QA Surveillance rests with the Authority and it is the Authority who will make the request.

3.2.5 Demonstration of the KRS
The Contractor shall, during the Demonstration and Manufacture Phase of the KRS (Items 1 and 2 of the Schedule of Requirements), undertake the work to achieve Design Acceptance under the Integration, Test Evaluation and Acceptance Plan (ITEAP) – See Annex K to the Contract as will demonstrate to the Authority that the KRS complies with the requirements of  Compliance Matrix at Appendix 1 to Annex B, and the SOW at Annex C to the Contract.  

3.2.6 Reliability and Maintainability Demonstration

3.2.6.1 The Reliability and Maintainability (R&M) requirements for the KRS stated in the Compliance Matrix at Appendix 1 to Annex B, and the SOW at Annex C to the Contract and in Def Stan 00-972 shall be demonstrated by the Contractor in accordance with the requirements stated in Annex K to the Contract, by means of the programme set out in the Contractor’s R&M Plan.

3.2.6.2 The Contractor shall provide confirmation of achievement of the R&M requirements which is consistent with the demonstration requirements in Annex K to the Contract.  The Contractor shall be notified in writing by the Authority when the results of the demonstrations are accepted.  Notwithstanding those requirements for System Acceptance stated in the Contract, the Authority’s approval for the Contractor to commence manufacture shall be based on successful completion of the R & M case as part of the R&M plan.

3.2.7 System Acceptance

3.2.7.1 System Acceptance shall be the process of progressing the KRS through the following stages of acceptance: Design Acceptance which shall consist of a Preliminary Design Review (PDR) and a Critical Design Review (CDR) and System Acceptance which shall consist of Factory Acceptance Testing (FATS) as Initial System Acceptance.  For Final System Acceptance the KRS shall follow the Naval Weapon Acceptance procedures guided by DBR 9463.  The Contractor and the Authority shall formally agree and record the transition between each stage before proceeding to the next stage in accordance with the Contract.

3.2.7.2 This Condition and the ITEAP at Annex K of the Contract state the agreed procedures to be undertaken and the roles, responsibilities and obligations of the Contractor and the Authority for the KRS to achieve System Acceptance.  The Acceptance criteria are stated within the Compliance Matrix at Appendix 1 to Annex B, and the SOW at Annex C to the Contract.

3.2.7.3 The Contractor shall demonstrate to the Authority’s satisfaction that the KRS fully meets all of the requirements of the Contract.  This demonstration shall be conducted in accordance with the ITEAP at Annex K of the Contract which shall include Reliability and Maintainability Demonstration (Condition 3.2.6) in addition to the Integration de-risk testing, and Naval Weapon Harbour Acceptance Trials (NWHT), Naval Weapon Harbour Acceptance Trial for the Integrated System (NWHT (S)) and Naval Weapon Sea Acceptance trials (NWST).  

3.2.7.4 At the conclusion of all trials, tests and demonstrations leading to Design Acceptance, the Contractor shall submit to the Authority trials reports and all evidence resulting from the activities carried out under the ITEAP.  The Contractor shall demonstrate that the KRS fully meets the requirements of the Contract and Compliance Matrix at Appendix 1 to Annex B, and the SOW at Annex C to the Contract.

3.2.7.5 The Contractor shall prepare, demonstrate and present the system trials to the Maritime Commissioning Trials and Assessment (MCTA) organisation.  The MCTA is the Authority’s independent assessors.  It is anticipated MCTA will also be requested to support the Factory Acceptance.  All Trials will follow guidance as detailed under BR 9463.

3.2.7.6 Demonstration of full compliance to the satisfaction of the Authority shall result in Design Acceptance by the Authority and agreement of the production Build Standard.  Notification of satisfactory demonstration shall be given in writing to the Contractor within 1 (one) month of the date of the certified evidence and final trials report being submitted.

3.2.7.7 The granting of Design Acceptance and subsequently System Acceptance by the Authority shall in no way affect other rights the Authority has under the Contract.  The Contractor shall remain fully responsible for meeting all his obligations under the Contract, including his role in achieving System Acceptance.  If, subsequent to Design and System Acceptance the KRS is found not to meet the requirements of the Contract in any respect, then the Contractor shall, at his own cost, be responsible for rectifying all shortfalls and reimbursing the Authority the cost of re-trials until the requirement is met to the satisfaction of the APM.

3.2.7.8 The progressive acceptance process as agreed in the ITEAP at Annex K to the Contract shall be a process of continual assessment for the Authority and the Contractor to jointly review the evidence as it becomes available throughout Demonstration and Manufacture, Installation and Integration, and Support.  The body of evidence progressively created and reviewed shall be used as part of the Contractor’s demonstration that the System is being developed, manufactured and introduced into service in accordance with the Contract.  Progressive acceptance shall not mean contractual Acceptance of the system or parts of the system.

3.2.7.9 All evidence presented shall be measured against the Contract, the Compliance Matrix at Appendix 1 to Annex B, and the SOW at Annex C to the Contract, and compliance with DEFSTANs and STANAGs where appropriate and applicable.

3.2.7.10 Nothing said, done or implied by the Authority during the Progressive Acceptance process shall affect the legal relationship between the parties and shall in no way limit or exclude the Contractor’s obligations under the Contract.

3.2.8 Project Management Plan

The Contractor shall provide a Project Management Plan (PMP) to demonstrate how work will be controlled under the Contract.  The PMP, at Annex E, shall become contractually binding on approval by the Authority.  This approval shall not signify acceptance or liability for accuracy, suitability or applicability and only signifies acknowledgement of the Contractor’s contractual intention to implement their provisions and that they will only be changed by mutual agreement.  It is the responsibility of the Contractor to meet the requirements of the Contract in every respect.  The Contractor shall provide a Risk Management Plan and a Risk Register, a resource plan and configuration plan as part of the Project Plan.

3.2.9 Project Control
3.2.9.1 The Contractor shall manage the programme of work effectively and keep the Authority informed of progress and issues that may affect progress. The management approach shall be in accordance with the Project Management Plan (PMP) and reported throughout the duration of the Contract through progress reports and meetings. The technical aspects shall be in accordance with the SEMP and reported throughout the duration of the Contract through progress reports and meetings.
3.2.9.2 The Contractor shall, during the course of the Contract, re-issue the Project Management Plan and SEMP as required to account for any changes.  No changes shall be made by the Contractor unless prior approval from the Authority has been given.  Where any proposed change necessitates a formal contract amendment, the Contract will not be deemed to have been amended until a formal amendment has been issued by the Commercial Branch.

3.2.10 Duration of the Support Phase

3.2.10.1 The Support Phase of the Contract shall commence at Initial Operational Capability (IOC) for the Type 23 Frigate. IOC for the Type 23 Frigate is defined as the successful completion and Authority acceptance of the first operational sea going platform installation, commissioning and trials.

3.2.10.2 The Support Phase shall continue in accordance with the SOW at Annex C until 5 years after the Type 23 Frigate IOC, unless terminated in accordance with the terms of the Contract. The Authority shall have the right to extend the Support Phase by up to 5 years in accordance with the options detailed at Condition 4.2.2 and at Annexes W and H.
3.2.10.3 For the avoidance of doubt any Services remaining incomplete at the expiry of the Contract shall be completed under the terms of the Contract.

3.2.11 Scope of the Support Phase – Asset Availability - Items 5 and 6 and Option Items 11, 21 to 23
3.2.11.1 Support Services: The Contractor shall provide the Support Services as defined in the Schedule of Requirements Item 5. 
3.2.11.2 Specific Tasks: The Contractor may be required to provide additional Services including, but not limited to, those activities defined in the Schedule of Requirements Item 6.
3.2.11.3 Options for Support Services - Schedule of Requirements Items 11, 21 to 23: The Contractor hereby grants to the Authority the right to extend the duration of the Support Phase of the Contract on an annual basis or as otherwise agreed for an additional period of up to 5 years, provided that the Authority exercises such right by giving 3 months notice in writing to the Contractor before expiry of the Support Phase of the Contract in accordance with Condition 4.2.7 and Annex W.
3.2.11.4 All Services shall be provided in accordance with and subject to the Terms and Conditions of the Contract.

3.2.12 Authorisation and Performance of Work during the Support Phase – Asset Availability - Items 5 and 6 and Option Items 11, 21 to 23
3.2.12.1 Schedule Item 5 - Support Services: subject to Conditions 3.2.1 and 3.2.11 of the Contract, the Contractor shall commence provision of the Support Services at the KRS IOC. Support shall continue in accordance with the SOW at Annex C.
3.2.12.2 Schedule Item 6 - Specific Tasks: These Services shall be initiated by means of a Task Approval Form (TAF) as defined in Annex C and shall be communicated as a P2P Purchase Order once approved. 

3.2.12.3 Schedule Items 11, 21 to 23 – Options for Support Services: the Contractor shall continue provision of the Support Services if the options are exercised in accordance with Condition 4.2.2 and Annex W. Support shall continue in accordance with the SOW at Annex C.
3.2.13 Not Used
3.2.14 Compliance with Electronic Transactions Agreement 
3.2.14.1 The Authority and the Contractor shall comply with the Electronic Transactions Agreement comprised in the completed DEFFORM 30, as detailed:

	Division
	Location
	Reference
	Date

	Thales UK Ltd
	Corporate
	DePS/ThalesUKLtd/Deff30 Corp Edn 01/07
	May 2007


3.2.14.2 The sending by the Contractor of an “Acknowledgement of Receipt” Message shall be regarded as acceptance of the Purchase Order Message to which it refers, unless the Purchase Order Message itself constitutes acceptance in accordance with the terms and conditions of the Contract. Messages under DEFFORM 30 received by the Contractor shall be regarded as having been authorised by the Authority.
3.2.15 P2P - Existing Contract Created Off-Line 

3.2.15.1 Where an offer and acceptance has already taken place off-line to establish the Contract, the Authority shall issue a Purchase Order Message in order to establish Unique Order Identifiers for the Items on the Schedule of Requirements for the purpose of subsequent P2P transactions. The Contractor shall respond with an Acknowledgement Message. In these circumstances, Purchase Order Messages serve only to convey to the Contractor the information necessary against which to supply an item, prepare a delivery label and to submit an Invoice Message; the Purchase Order Acknowledgement Message serves only to confirm receipt of a Purchase Order Message. No new contract is understood to be formed by this Purchase Order transaction.
3.2.15.2 The Authority shall not hold the Contractor responsible for any delay or failure by the Authority to issue a Purchase Order. However, any delay or failure to issue a Purchase Order shall not relieve the Contractor of his obligations under the Contract.
3.2.16 Protection of Equipment from Electrostatic Discharge during the Support Phase 

3.2.16.1 The Contractor shall ensure that in the provision of the Services all electronic equipment shall be protected from electrostatic discharge damage in accordance with DEFSTAN 08-107 and BS IEC 61340-5-1:1998 - Basic Specification for Protection of Electrostatic Sensitive Devices. All PECs, modules, sub-assemblies and assemblies containing or comprising electronic components and individual components are defined as Electrostatic Sensitive Devices (ESSDs). 

3.2.16.2 The Contractor shall ensure that handbooks, setting-to-work instructions and other equipment-related documents include a "Warning Page" notifying the presence of ESSDs. This page shall appear, at least, in the introduction and maintenance sections.

3.2.17 Magnetic Ranging 

3.2.17.1 The Contractor shall afford particular attention to magnetic hygiene in the course of manufacture and/or repair and/or modifications of the Article(s) and their subsequent certified storage area within the Contractor's works.
3.2.17.2 Magnetic Testing:  As part of the acceptance process, all Article(s) denoted with a Magnetic Assessment Group (MAG) code shall be magnetically tested for achievement of the magnetic levels required in the Test Specification(s).  Such testing shall be carried out, on behalf of the Authority at no cost to the Contractor, by:
QinetiQ Limited

Land Magnetic Range Facility

Portland Bill

Dorset

DT5 2JT

Contact: The Operations Manager 
Tel: (01305) 86 2038.

3.2.17.3 In respect of the Article(s) where the requirements for magnetic assessment has been waived by QinetiQ, the normal procedure for notification of acceptance on receipt into store at the consignment point shall apply unless the Contractor is notified otherwise in the Contract.
3.2.17.4 Completion of Magnetic Assessment:  With regards to the rectification of any Article(s) found magnetically unsuitable and where the Contractor is responsible for such failure, the same principles shall apply as if the Article(s) had been despatched to MoD stores and subsequently been found defective. An investigation shall be carried out by the Authority's QA representative (or nominated individual) and the Contractor's QA representative to establish what course of action is required.  The investigation shall be undertaken within two weeks of notification of defect.
3.2.18 Commercial Risk

3.2.18.1 The Contractor acknowledges that any risk assessment which has been, or may be, undertaken in connection with the Contract has been, or will be, a project management function only. Such risk assessment does not affect the legal relationship between the parties. The issuing of any risk assessment questionnaire and the process of risk assessment generally, including without limitation, the identification of (or failure to identify): 
Particular risks and their impact; 

or risk reduction measures, contingency plans and remedial actions 
shall not in any way limit or exclude the Contractor's obligations under the Contract and shall be entirely without prejudice to the Authority's rights, privileges and powers under the Contract. The risks identified as a result of any risk assessment questionnaire and risk assessment process generally remain the risks of the Contractor and are not assumed by the Authority except to the extent that the Authority expressly and unequivocally accepts those risks under the Contract. Any risk assessment questionnaire released was or will be issued by the Authority solely on this basis.
3.2.18.2 The Contractor shall use the Risk Management plan at Annex E to manage project risks through the project life.  The Risk register shall be updated and maintained through life from Contract Award for the duration of the Contract.  All new risks identified by the Contractor or the Authority, and changes to mitigation shall be updated within 10 days of occurrence.
3.2.18.3 The Contractor shall maintain a joint Authority/Contractor Risk Register using software tools agreed with the Authority. The Contractor shall include opportunities in the risk register and consider the positive and negative consequences of risk within the register, as defined in the Authority’s Risk Management Plan.
3.2.18.4 The Contractor shall demonstrate Risk Management on a quarterly basis at the Progress Meetings.
3.2.19 Contractors On Deployed Operations CONDO
3.2.19.1 Where the Authority Project Manager (APM) has a requirement for the Contractor, a subcontractor, or both, to Deploy to undertake a task at an Expected Work Location in a CONDO Applicable Area, the provisions of DEFCON 697 shall apply. DEFCON 697 shall become effective when such a task is included in the Contract. 
3.2.19.2 For the purposes of this Contract, where DEFCON 697 places an action on a Representative of the Authority, the post responsible for undertaking that action is identified as follows:

· The APM as detailed in Box 2 of the Appendix to Contract
3.2.19.3 For the purposes of this Contract, the Expected Work Locations are as follows:

· Worldwide. 
	4.  PRICE

	4.1.  DEFCONS

	Number
	Edition
	Title

	127
	10/04
	Price Fixing Condition For Contracts Of Lesser Value

	643
	07/04
	Price Fixing

	648
	10/02
	Availability Of Information

	650
	10/02
	Reference To The Review Board Of Questions Arising Under The Contract

	651
	08/09
	Reference To The Review Board of Questions Arising In Relation To Relevant Subcontracts Including Those With A Subsidiary Company Or Firm

	652
	07/04
	Remedy Limitation

	Notes to DEFCONS:

DEFCON 643: For the purposes of Clause 4 of DEFCON 643, the period shall be 6 months.

DEFCONs 127, 643, 648, 650, 651, 652: Where the Contract prices were agreed before Contract placement as a result of a competitive tender, these Conditions shall only apply to Amendments to Contract involving pricing of changes in the Requirement. For clarity, where priced options are exercised by the Authority, and these priced options were part of the original competitive tender, then these DEFCONs shall not apply to these options. 


4.2 NARRATIVES

4.2.1 Price: The prices detailed on the Schedule of Requirements (SOR) for Items 1 to 5, 12, 13, 15, 16, 18 and 19 shall be Firm Prices.

4.2.2 The prices detailed on the SOR for Items 11, 14, 20 to 23 shall be fixed prices subject to variation (VOP) in accordance with Condition 4.2.9.

4.2.3 Unless otherwise stated in the Contract, the prices detailed or referenced on the SOR shall be the price of the Articles packed in accordance with the terms of the Contract and delivered ex works and shall include the cost of loading into road vehicles or into rail vehicles at a siding serving the Contractor's works.  
4.2.4 Where no Firm Price has been agreed, the Contractor shall submit his quotations to the Commercial Branch, (detailed at Box 1 of Appendix to Contract). All Firm prices shall be agreed in accordance with DEFCON 127 and DEFCON 643 as appropriate.
4.2.5 The rates given at Annex H are for tasking work performed under Item 6 of the SOR. These rates are firm for the duration of the Support Phase of the Contract. Any rates required for tasking beyond this period shall be agreed in accordance with DEFCON 127.
4.2.6 All prices shall include the cost of compliance with all Conditions of Contract.
4.2.7 Options – Schedule of Requirements Items 11 to 23
4.2.7.1 In addition to the provision of Items 1 to 6 on the Schedule of Requirements, the Contractor hereby grants to the Authority the irrevocable options detailed at SOR Items 11 to 23 and at Contract Annex W “Options” for additional Articles and Services in accordance with the terms and conditions set out in this contract or any such subsequent contract or contracts where such options are taken up, it being agreed that the Authority has no obligation to exercise such Options.
4.2.7.2 The Authority shall have the right to exercise the Options by the dates specified within Annex W or within such further period as corresponds to the aggregate of any period(s):
4.2.7.2.1 of delay in the delivery programme whether constituting any breach of the Contract or resulting from any force majeure event within Condition 7.2.5, or 
4.2.7.2.2 for the duration of which the Authority is prevented from exercising any such option by reason of any other breach of the Contract by the Contractor,
4.2.7.3 The Authority shall not be obliged to exercise the options.
4.2.8 Pricing of Changes to the Requirement
4.2.8.1 Where a change in requirement as detailed in Clause 3.2.3 necessitates an adjustment to an agreed price under the Contract, or in the event that a requirement occurs which would give rise to an amendment to the Contract, the Contractor shall submit to the Authority the following information in support of the Firm price quoted, within 10 working days (or any other period agreed with the Authority) from the date of the request for such information.
4.2.8.2 The labour rates used shall be those agreed with the Authority’s Cost Assurance and Analysis Service (CAAS). There shall be full visibility of the build up of the proposed price for the part of the requirement to which the amendment refers.  This information shall contain sufficient detail as to allow the Authority accurately to assess the extent to which the price quoted for the revised requirement is fair and reasonable.
4.2.8.3 No work under any proposed amendment shall commence until a Firm price has been agreed which shall be subject to DEFCONs 643, 648, 650, 651, 652 and 127 as appropriate.
4.2.8.4 Notwithstanding the provisions of Clause 4.2.8.3 above, under exceptional circumstances, authority to proceed with the revised requirement, at an agreed maximum price, may be given in writing by the Commercial Branch. In such a case DEFCONs 643, 648, 650, 651 and 652 shall apply.  Before authority to proceed can be granted, the Contractor shall forward to the Commercial Branch for consideration, within 10 working days (or any other period of time agreed with the Authority), from the date of the authority to proceed, the following:
4.2.8.4.1 A total maximum price for the cost of the work required under the proposed amendment.  The maximum price shall be broken down as required by 4.2.8.2. The labour rates used shall be those agreed with CAAS where such agreement exists.  A firm price shall be offered within a period agreed between the Contractor and the Authority.
4.2.8.5 Timely pricing of a proposed amendment is essential to the efficient execution of the Contract.  The Contractor shall make all reasonable endeavours to supply information and negotiate a fair and reasonable price and, when requested by the Authority, shall adopt a system of parallel working with CAAS staff when preparing his quotation.
4.2.8.6 The Authority, at its own discretion, may not wish to rely upon the services of CAAS and in these instances an investigation into the price quoted shall be carried out by the APM and the Commercial Branch.
4.2.9 Variation of Price – Applicable to Items 11, 20 to 23 on the Schedule of Requirements
4.2.9.1 The prices for each of the five Option Years stated in the Schedule of Requirements for Items 11, 20 to 23 and at Annex W to the Contract are FIXED at the price levels at the date of tender return of 21st January 2015. The prices do not include provision beyond this date for increases or decreases in the market price of the Articles being purchased. Any such variation shall be calculated for each of the five Option Years in accordance with the following formula: 
V = P (a+b(Oi/O0)) - P 

Where: 
V represents the variation of price 
P represents the FIXED price as stated in the Schedule of Requirements 

O represents the index Services Producer Price Index (SIC 2007) K8ZU
O0 represents the average OUTPUT Price Index figure for the base period (see Note 1) 
Oi represents the average OUTPUT Price Index figure for the period ((date for start of each option year) to (date for end of each option year)) (see Note 2)

a represents the Non Variable Element (NVE) (10% of P)

b represents the Variable Element (90% of P)

a + b =1 

Note 1: This period shall cover the average of a 6 month period of the 1st year of the Contract. This shall be the average of 6 months of the period when the Contract starts i.e. any 6 months between the Contract start date and 12 months from the Contract start date. 

Note 2: This period shall cover the average of a 6 month period of the year where VOP is used. This shall be the average of 6 months of the period when VOP starts e.g. the first Option year of the Contract. 

4.2.9.2 The prices for Items 14 and 17 on the SOR and at Annex W to the Contract are FIXED at the price levels at the date of tender return of 21st January 2015. The prices do not include provision beyond this date for increases or decreases in the market price of the Articles being purchased. Any such variation shall be calculated for each item in accordance with the following formula: 
V = P (a+b(Oi/O0)) - P 

Where: 
V represents the variation of price 
P represents the FIXED price as stated in the Schedule of Requirements 

O represents the index Manufacture – K38B (GSO – Other Transport Equipment (SIC 2007))
O0 represents the average OUTPUT Price Index figure for the base period (see Note 1) 
Oi represents the average OUTPUT Price Index figure for the period ((date for start of deliveries) to (date for completion of deliveries)) (see Note 2)

a represents the Non Variable Element (NVE) (10% of P)

b represents the Variable Element (90% of P)

a + b =1 

Note 1: This period shall cover the average of a 6 month period of the 1st year of the Contract. This shall be the average of 6 months of the period when the Contract starts i.e. any 6 months between the Contract start date and 12 months from the Contract start date. 

Note 2: This period shall cover the average of a 6 month period of the year where VOP is used. This shall be the average of 6 months of the period when VOP starts. 

4.2.9.3 The number of decimal places to be used in the above formulae shall be four.
4.2.9.4 In the event that any material changes are made to the indices (e.g. a revised statistical base date) during the period of the Contract and before final adjustment of the final Contract price, then the re-basing methodology outlined by the Office for National Statistics (ONS, the series providers) to match the original index to the new series shall be applied. 

4.2.9.5 In the event the agreed index or indices cease to be published (e.g. because of a change in the Standard Industrial Classification) the Authority and the Contractor shall agree an appropriate replacement index or indices, which shall cover to the maximum extent possible the same economic activities as the original index or indices. The methodology outlined by the Office for National Statistics used for rebasing indices (as in clause 4.2.9.4 above) shall then be applied. 

4.2.9.6 Notwithstanding the above, any extant index/indices agreed in the Contract shall continue to be used as long as it is/they are available and subject to ONS revisions policy. Payments calculated using the extant index/indices during its/their currency shall not be amended retrospectively as a result of any change to the index or indices. 

4.2.9.7 The Contractor shall notify the Authority of any significant changes in the purchasing/manufacturing plan on the basis of which these provisions were drawn up and agreed, or of any other factor having a material bearing on the operation of these provisions such as to cause a significant divergence from their intended purpose, in order that both parties may consider whether any change in this provision would be appropriate.

4.2.9.8 Prices shall be adjusted taking into account the effect of the above formula as soon as possible after publication of the relevant indices or at a later date if so agreed between the Authority and the Contractor. Where an index value is subsequently amended, the Authority and the Contractor shall agree a fair and reasonable adjustment to the price, as necessary. 

4.2.9.9 Claims under this Condition shall be submitted initially to the Commercial Branch, who will check that the claims are correct. The Commercial Branch will then inform the Contractor that they may submit their claim to the Bill Paying Branch, which shall be certified to the effect that the “requirements of this Clause 4.2.9” have been met.
	5.  INTELLECTUAL PROPERTY RIGHTS

	5.1.  DEFCONS

	Number
	Edition
	Title

	14
	11/05
	Inventions And Designs Crown Rights And Ownership Of Patents And Registered Designs

	15
	02/98
	Design Rights and Rights to Use Design Information

	16
	10/04
	Repair And Maintenance Information

	21
	10/04
	Retention Of Records

	90
	11/06
	Copyright

	91
	11/06
	Intellectual Property Rights In Software

	126
	11/06
	International Collaboration

	632
	08/12
	Third Party Intellectual Property - Rights and Restrictions

	Notes to DEFCONS:

The application of the DEFCONS called up shall be as detailed in the DEFFORM 315 Contract Data Requirements at Annex Q to the Contract.
DEFCON 91: For the purposes of this DEFCON, the software deliverables are defined at Appendix 1 to Annex F. In accordance with DEFCON 91 the proprietary software is identified in Appendix 1 to Annex F. Such software will be the subject of separate software licenses. For the avoidance of doubt, the licences required under the Contract are included in the Contract price.
DEFCONs 15, 90, 91 and 632: For the purposes of these conditions, Clause 6 of DEFCON 501 shall not apply.  The processes described and documents required by these conditions are to be conducted or transmitted manually (i.e. not electronic) or as otherwise detailed in the Contract.


5.2 NARRATIVES
5.2.1 Sub-contract Design Rights
5.2.1.1 The Contractor shall not place any Sub-contract or order involving design or development of equipment required under the Contract without the prior approval of the Commercial Branch.
5.2.1.2 The Contractor shall not enter into any commitment in relation to such work until the Sub-contractor has entered into an agreement with the Authority in the form set out in the DEFFORM 177 at Annex R. The request for approval shall be accompanied by 2 copies of the agreement signed by the subcontractor.  If in any case the Contractor is unable to comply with this Condition, he shall report the matter to the Commercial Branch and await further instructions before placing the Subcontract or order.  
5.2.2 Release of Information to Independent Safety Auditor

5.2.2.1 To the extent that Information delivered under the Contract comprises Safety Information, and that such Safety Information is required for disclosure by the Authority to a Safety Auditor, the Contractor hereby agrees that:
5.2.2.1.1 any such Information to which the provisions of DEFCON 15 or DEFCON 16 apply; and 
5.2.2.1.2 any information to which the provisions of DEFCON 90 apply which is marked, in accordance with clause 5 of DEFCON 90, with a restrictive legend; and
5.2.2.1.3 Deliverable Software as defined in DEFCON 91; 
may be released free of charge to the Independent Safety Auditor provided that such release shall not occur until the Contractor has executed a Confidentiality Agreement directly with the Independent Safety Auditor unless otherwise agreed by the Contractor.  Such Confidentiality Agreement shall be executed as a form of DEFFORM 94 or such other form as may be agreed between the Contractor and the Independent Safety Auditor.  The Contractor shall use all reasonable endeavours to ensure that such Confidentiality Agreement is executed within thirty (30) days of the date of notification to the Contractor by the Authority of its desire to release the safety information to the Independent Safety Auditor, or the shortest possible time thereafter.  In the event that such a Confidentiality Agreement is not executed within sixty (60) days of the said notification, the Authority shall be entitled to release the safety information to the Safety Auditor under express conditions of confidentiality between the Authority and the Independent Safety Auditor and on condition that the safety information is used only for safety audit purposes.
5.2.2.2 Nothing in this condition shall in any way prejudice the rights secured by the Authority under DEFCONs 15, 16, 21, 90 and 91.
5.2.2.3 For the purpose of this condition:
5.2.2.3.1 "Safety Audit Purposes" means purposes necessary to monitor and assess the safety of the KRS,
5.2.2.3.2 "Safety Information" means any information or Software delivered to the Authority under the Contract which is necessary for Safety Audit Purposes, and
5.2.2.3.3 a "Safety Auditor" is a third party, or third parties, used by the Authority to assess the safety of equipment supplied under the Contract.
	6.  LOANS

	6.1.  DEFCONS

	Number
	Edition
	Title

	23
	08/09
	Special Jigs, Tooling And Test Equipment

	76
	12/06
	Contractor's Personnel At Government Establishments

	611
	07/10
	Issued Property

	694
	02/12
	Accounting For Property Of The Authority

	Notes to DEFCONS:

DEFCON 76: For the purposes of this condition, Clause 6 of DEFCON 501 shall not apply.  The processes described and documents required by this condition are to be conducted or transmitted manually (i.e. not electronic) or as otherwise detailed in the Contract. 


6.2 NARRATIVES
6.2.1 Government Furnished Assets (GFA) 

6.2.1.1 In this Clause the following definitions and interpretations shall apply:
6.2.1.1.1 “Government Furnished Equipment (GFE) – "Contract Support Item” means the issue of Authority owned material to a Contractor without charge for a specified period; the loaned material shall be returned to the Authority unchanged except for fair wear and tear in accordance with the Contract.
6.2.1.1.2  “Government Furnished Equipment (GFE) – "Contract Embodiment Item” means the issue of Authority owned material without charge to a Contractor for embodiment in an Article that is under manufacture, modification, conversion, or repair in accordance with the Contract.
6.2.1.1.3 “Government Furnished Equipment (GFE) – "Contract Work Item” means the issue of Authority owned material for the purpose of its undergoing repair, maintenance and conversion in accordance with the Contract.
6.2.1.1.4 “Government Furnished Facilities (GFF)” means the provision of Authority owned facilities (e.g. office accommodation, telephones, computers, etc.) for use by the Contractor for the duration of the Contract.
6.2.1.1.5 “Government Furnished Information (GFI)” means the issue of Authority owned information to a Contractor to facilitate performance of the Contract.
6.2.1.2 A list of all Government Furnished Assets is detailed in Annex O to the Contract. 
6.2.1.3 If any item of equipment available from the Authority is required for the purposes of the Contract and it is not available from Commercial sources, the Contractor shall ask the APM if the item could be made available. Depending on the nature of the requirement the item, if available, may be issued on Contract Support, Embodiment or Work terms.
6.2.1.4 The loan Articles will be made available in accordance with the dates detailed at Annex O and shall be returned to the Authority unchanged in condition except for fair wear and tear.
6.2.1.5 If any Contract Support, Embodiment or Work item has not been received within 14 Days from receipt of the consignment note, or other advice of despatch, the Contractor shall advise the Authority. 
6.2.1.6 Any Article supplied under Contract Support, Embodiment or Work terms found to be damaged or unsuitable, shall be reported immediately by the Contractor to the APM and instruction sought with respect to the return of any defective item.
6.2.1.7 The Authority will use all reasonable endeavours to ensure that GFA are provided to the Contractor in a timely fashion. In the event that a situation arises whereby GFA that are intended to be provided to the Contractor have not been received within a reasonable period of time, the Contractor shall immediately advise the Authority. In such cases the Authority shall not penalise the Contractor for responsibilities outside of its control.
6.2.1.8 DEFCON 694 places an obligation on the Contractor to produce Quarterly reports identifying GFE items held on the Contract. The Contractor shall be responsible for submitting a quarterly report to the Public Accounting Authority (PAA) covering the periods to 30th June, 30th September, 31st December and 31st March. At least one report in any 12 month accounting period shall be issued as a reconciliation report; this shall be submitted with an Annual Certificate Form AAC32 as required by Def Stan 05-99. All reports shall be submitted to the PAA at the following address:
DBS Finance ADMT – Assets In Industry 1, 
Level 4 Piccadilly Gate, 
Store Street,  
Manchester, M1 2WD
6.2.1.9 The Contractor shall maintain a material account in accordance with the requirements of Def Stan 05-99.
6.2.2 Licences

Any land or premises (including temporary buildings) made available to the Contractor by the Authority in connection with the Contract shall be made available to the Contractor free of charge and shall be used by the Contractor solely for the purposes of performing the Contract.  The Contractor shall have the use of such land or premises as Licensee and shall vacate the same upon completion of the Contract.  Any utilities required by the Contractor shall be subject to the charges set out elsewhere in the Contract.
	7.  DELIVERY

	7.1.  DEFCONS

	Number
	Edition
	Title

	5J
	07/08
	Unique Identifiers

	113
	10/04
	Diversion Orders 

	507
	10/98
	Delivery

	524
	10/98
	Rejection

	525
	10/98
	Acceptance

	612
	10/98
	Loss Of Or Damage To The Articles

	614
	09/03
	Default 

	621A
	06/97
	Transport (If The Authority Is Responsible For Transport)

	621B
	10/04
	Transport (If Contractor Is Responsible For Transport)

	681
	06/02
	Decoupling Clause – Sub-contracting with the Crown 

	Notes to DEFCONS:

DEFCON 621A & 621B: For the purposes of this condition, Clause 6 of DEFCON 501 shall not apply.  The processes described and documents required by this condition are to be conducted or transmitted manually (i.e. not electronic) or as otherwise detailed in the Contract. 


7.2 NARRATIVES

7.2.1 Delivery of KRS
Notwithstanding the Authority’s rights under this clause and DEFCON 525 – Acceptance, the Authority reserves the right to cease to accept further deliveries or make payment against Item 2 should the Contractor fail to achieve to the Authority’s satisfaction his obligations against the contracted dates in each of the following activities: FATs, Integration Testing, NWHTs, NWSTs, NWHT(S) System Acceptance and In-Service Date.  Any such suspension of delivery acceptance or payment shall remain in force until all necessary corrective action has been taken by the Contractor, at his own cost, to rectify the shortfall in performance until the requirement is met to the satisfaction of the APM.
7.2.2 Availability of Platforms for Installation
7.2.2.1 The Authority is responsible for providing the platforms for the installation of the KRS in accordance with Condition 6.2.1 and Annex O. Subject to the maximum limits in Condition 7.2.4.2, should the Contractor fail to supply and install the KRS when the Authority makes the platforms available in accordance with the contractually agreed timescale, the Contractor shall be liable for the full cost of the delay until completion of the installation during the next window of opportunity for the platforms. This period of delay shall be taken into account for the purposes of calculating Liquidated Damages in accordance with Condition 7.2.4, unless the Contractor and the Authority are able to reach mutual agreement upon a change to the installation programme. Any such mutually agreed change to the programme shall only become effective once a Contract amendment has been agreed.
7.2.2.2 Should the Authority fail to make the platforms available in accordance with the contractually agreed timescale, the provisions of Condition 7.2.5 Force Majeure will apply.
7.2.3 Contract Termination and Exit Strategy

7.2.3.1 Termination Provisions The Terms and Conditions of the Contract allow for termination of the Contract in accordance with DEFCON 614 - Default or DEFCON 656 - Break. Circumstances may arise whereby the Authority’s requirement is no longer served by the scope provided by the Contract. In this situation, the Authority may give notice to the Contractor of its intention to determine the Contract. Such termination shall be in accordance with the provisions of DEFCON 656 - Break. 
7.2.3.2 Period of Notice For the purposes of termination of the Contract, the period of notice referred to in DEFCON 614, paragraph 1, shall be notified to the Contractor before the condition is invoked.  In the event that DEFCON 614 is invoked, all costs associated with the range of activities to be undertaken under this Contract shall be taken into account as part of any settlement on the premise of fair and reasonable pricing.
7.2.3.3 For the purposes of termination of this Contract only, the period of notice referred to in DEFCON 656, paragraphs 1 and 6b, shall be three months and two months respectively.

7.2.3.4 The Authority’s Formal Notice shall be in writing by recorded delivery to the Contractor’s Commercial Manager.
7.2.3.5 Exit Strategy and Process The Authority and the Contractor recognise the importance of timely planning to ensure that, following expiry or termination of the Contract, there is a seamless and effective transition to alternative arrangements. Following expiry or termination of the requirements of the Contract, the Authority may require the Contractor to assist in the implementation of such alternative arrangements; the extent of such assistance, and the terms applicable, shall be mutually agreed between the Authority and the Contractor.
7.2.3.6 The APM or his authorised representative will be responsible for overseeing the Exit Strategy.
7.2.3.7 The APM or his authorised representative will liaise with the Contractor to agree a timetable of actions necessary to either transfer the Project to the Authority’s control or to a Third Party Contractor nominated by the Authority.
7.2.3.8 In the event of Contract termination the Authority shall have the right to take such action directly with the Sub-Contractor(s) concerned. Where supplies of Equipment are the subject of orders with the Contractor which have either been completed or would not be economic to terminate, the Authority may opt to procure such items from the Contractor on the premise of fair and reasonable pricing.
7.2.3.9 During the period of notice up to termination of the Contract the Contractor shall continue to undertake the work in accordance with the Contract Terms and Conditions subject to the direction of the APM or his authorised representative and any agreed changes to the Scope of Work. In such cases, both parties shall undertake to consider the potential impact on the Performance Indicators.
7.2.3.10 For the avoidance of doubt, under no circumstances shall the provisions of this clause 7.2.3 be deemed to transfer any intellectual property rights between the parties.
7.2.3.11 Authority Upon the Contractor’s receipt of the Authority’s formal written notice of termination the Authority will be deemed to have overall responsibility for managing the Contract Exit Strategy. The Contractor shall remain responsible for all aspects of performance of the Contract for the period of notice to the date of Contract termination.
7.2.3.12 Payment.  Where work is required to be undertaken, in support of the Exit Strategy, which is in addition to the scope of the Contract then the scope and price for the additional work will be agreed with the Authority in accordance with DEFCON 127 or DEFCON 643 as appropriate prior to commencement of the work, and the Contract shall be amended accordingly following agreement.
7.2.3.13 Conflict.  In the event of any conflict between the provisions of this Condition and those contained within DEFCONs 614 and 656, the provisions of these DEFCONS shall take precedence.
7.2.4 Liquidated Damages - Applicable to Items 2 to 4
7.2.4.1 It is recognised by the parties that in the event that the KRS and associated Spares and Training, which the Contractor is required under Items 2 to 4 of the Contract to provide to the Authority, being not provided at the time required, the Authority will suffer loss and damage thereby.
7.2.4.2 Accordingly, if the KRS and associated Spares and Training at Items 2 to 4 are not provided within the time or times specified in the Contract as in the Details of Deliverables at Annex F, the Contractor shall be liable to pay to the Authority as liquidated damages for delay in delivery of Items 2 to 4 the following sums:

7.2.4.2.1 Item 2: 1% of the value for each delayed iteration of training detailed under Annex F Item 30.1, for each week of such delay, up to a maximum of 6%, for the purposes of calculating Liquidated Damages only, the value for an iteration of training will be considered to be £12,038 (twelve thousand and thirty eight pounds) each;
7.2.4.2.2 Item 3: 1% of the value for each delayed delivery of a shipset of equipment in accordance with Annex F Item 31 for each week of such delay, up to a maximum of 6% per shipset, for the purposes of calculating Liquidated Damages only, the value for this item will be considered to be £469,079 (four hundred and sixty nine thousand and seventy nine pounds) each;
7.2.4.2.3 Item 4: 1% of the value for the delayed deliverable as detailed at Annex F Item 32 for each week of such delay, up to a maximum of 6% of the value of Item 4, for the purposes of calculating Liquidated Damages only, the value for this item will be considered to be £224,761 (two hundred and twenty four thousand, seven hundred and sixty one pounds) each.
7.2.4.3 The provisions of the Clause are without prejudice to any other rights of the Authority under the Contract and in particular, those under DEFCON 614 (Default). Accordingly, damages shall be payable hereunder in respect of any material period during which the Contract subsists, notwithstanding its ultimate determination under DEFCON 614.
7.2.4.4 No payment or concession to the Contractor by the Authority or other act or omission of the Authority shall in any way affect the rights of the Authority to recover the said liquidated damages or be deemed to be a waiver of the right of the Authority to recover any such damages unless a waiver has been expressly stated in writing by the Authority.
7.2.4.5 This condition shall also apply to Items 12 to 20 on the SOR should the options for these items be exercised.

7.2.5 Force Majeure – Applicable to Items 2 to 4
7.2.5.1 If, by reason of any acts of nature, war, hostilities or of any fire at any of the Contractor's premises or those of his suppliers the Contractor shall have been delayed in completing the delivery of Items 2 to 4 on the Schedule of Requirements (SOR), the Contractor shall, immediately upon becoming aware that any such delay has been caused, give to the Authority notice in writing of his claim for an extension of time for the completion of the delivery of Items 2 to 4 on the SOR and the Authority shall allow the Contractor an extension of time for such completion in respect of any delay caused by any of the circumstances before mentioned as shall be reasonable. Provided always that the Contractor shall not be entitled to any extension of time unless he shall at all times have used all reasonable endeavours to prevent any such delay and to minimise any such delay and to do all that may be reasonably required to the satisfaction of the Authority to proceed with the work.
7.2.5.2 This condition shall also apply to Items 12 to 20 on the SOR should the options for these items be exercised.

	8.  PAYMENTS/RECEIPTS

	8.1.  DEFCONS

	Number
	Edition
	Title

	509
	09/97
	Recovery Of Sums Due

	513
	06/10
	Value Added Tax

	522
	07/99
	Payment

	522J
	05/03
	Payment Under P2P

	523
	03/99
	Payment Of Bills Using The Bankers Automated Clearing Service (BACS) System

	534
	06/97
	Prompt Payment (Subcontracts)

	619A
	09/97
	Customs Duty Drawback

	649
	07/99
	Vesting

	670
	07/14
	Tax Compliance


8.2 NARRATIVES

8.2.1 Invoicing and payments

8.2.1.1 Payment shall be made in accordance with DEFCON 522/DEFCON 522J/DEFCON 523. Claims for payment are to be submitted to the APM for certification.
8.2.1.2 Payment for Item 1 Design, Demonstration and Manufacture shall be made on completion of the work and/or in accordance with the Stage Payment Plan at Annex I.

8.2.1.3 Payment for Item 2 Training shall be made on completion of the work and/or in accordance with the Stage Payment Plan at Annex I. 

8.2.1.4 Payment for Item 3 Supply and Installation shall be made on completion of the work and/or in accordance with the Stage Payment Plan at Annex I.

8.2.1.5 Payment for Item 4 Onboard Spares shall be made on completion of deliveries and/or in accordance with the Stage Payment Plan at Annex I.

8.2.1.6 Payment for Item 5 Support Services shall be made quarterly in arrears, in accordance with the Support Services Payment Plan at Annex J. The level of payment shall be dependant on the level of achievement against the Performance Levels detailed in Condition 8.2.4.

8.2.1.7 Payment for Item 6 Specific Tasks shall be made on completion of each individual task, provided the Contractor has fulfilled its obligations in accordance with the requirement of the task.
8.2.1.8 Option: Payment for Items 11 and 21 to 23 Support Services shall be made quarterly in arrears, in accordance with the Support Services Payment Plan at Annex J. The level of payment shall be dependant on the level of achievement against the Performance Levels detailed in Condition 8.2.4.

8.2.1.9 Option: Payment for Items 12, 13 and 14 Supply and Installation shall be made on completion of each platform installation.
8.2.1.10 Option: Payment for Items 15, 16 and 17 Onboard Spares shall be made on completion of deliveries.
8.2.1.11 Option: Payment for Items 18, 19 and 20 Training shall be made on completion of training.
8.2.1.12 No payment will be made for services which have not been authorised under the Contract.
8.2.1.13 DBS Finance at Liverpool is the nominated bill paying authority (see Box 11 of the Appendix to Contract).
8.2.1.14 Payment under the Contract shall be made at the sole discretion of the Authority and, if the Authority considers that the Contractor has failed to perform any of his obligations under the Contract the Authority may, wholly or in part, withhold payments or recover from the Contractor any payment made, or both.  The making of any payment shall not reduce the liability of the Contractor to carry out his obligations under the Contract.
8.2.1.15 To facilitate the prompt payment of bills, the Contractor shall quote on all payment forms the Contract Number, P2P Order Number/MoD Task reference number, NSN and Item serial Number (if appropriate).

8.2.2 Advances against the Contract Price (applicable to Items 1-5 and Option Items 11, 21 to 23)

8.2.2.1 The Authority shall, subject to the provisions of this Condition, make to the Contractor advances against the Contract Price payable for Items 1-5 and Option Items 11, 21 to 23 in accordance with the Stage Payment Scheme set out in Annex I to the Contract for Items 1-4, in accordance with the Support Services Payment Plan at Annex J for Items 5, 11, 21 to 23. 

8.2.2.2 The Contractor shall be entitled to advances against the Contract Price, to be requested in accordance with DEFCON 522 in respect of the satisfactory completion or performance of each stage under the Stage Payment Scheme when:  
8.2.2.2.1 the Contractor has completed all work comprised in the stage for which the stage payment is sought; and 
8.2.2.2.2 the stages have been completed sequentially unless otherwise agreed between the parties; and 
8.2.2.2.3 the Contractor shall have complied with all its contractual obligations that impinge on progress of the work covered by the Stage Payment Scheme including, where required under the Contract, the provision of information required by the Authority for the purposes of assessing contractual performance; and
8.2.2.2.4 provided that the Authority shall not be obliged to make a stage payment to the Contractor in respect of a completed stage if the Authority shall have reasonable cause to believe that the Contractor will be unlikely to render complete performance of his obligations in respect of Items 1 to 5, and Option Items 11, 21 to 23 of the Contract.

8.2.2.3 Where the Authority intends to rely on Clause 8.2.2.2.4 as the basis for rejecting any claim for an advance against the Contract Price which the Contractor may make, the Authority shall give to the Contractor notice in writing of his intention together with the Authority's reasons for the rejection. 

8.2.2.4 Save as hereby provided the entitlement of the Contractor to retain all advances against the Contract Price is conditional on complete performance of Items 1 to 5, and Option Items 11, 21 to 23 of the Contract. Where the Authority terminates the Contract otherwise than in accordance with DEFCON 656, the Authority shall without prejudice to any other right/remedy of either party be entitled to recover in full all advances against the Contract Price made before termination. 

8.2.2.5 In the event of repayment to the Authority under the provisions of Clause 8.2.2.4 above then all that which vested in the Authority under the provisions of DEFCON 649 shall re-vest in and become the absolute property of the Contractor.

8.2.3 Performance of the Contractor

The Authority places great importance on the overall progress and performance of the Contractor in meeting the requirements of the Contract. It shall not be acceptable to merely deliver the Items specified on the Schedule of Requirements. The Contractor shall ensure that all Project meetings, Progress Reports and Project Management Plans are conducted in accordance with the Contract.  If the Contractor fails to perform in his responsibility the Authority reserves the right to withhold any payment for delivery against any Item until satisfactory performance resumes.

8.2.4 Performance Indicators for Item 5 [and Option Items 11, 21 to 23 if exercised]
8.2.4.1 Quarterly Payments for Item 5 [and Option Items 11, 21 to 23 if exercised]: The Authority places great emphasis on performance throughout the duration of the Contract.  Accordingly the Contractor's performance under the Contract shall, as detailed in Condition 8.2.5 Performance Assessment, be measured against the series of Performance Indicators (PIs) detailed in Table 1 below in relation to the Support Services covered under Contract Item 5 and Option Items 11, 21 to 23 if exercised.  The requirements for the support are contained at Appendix A to Annex C. The Contractor shall fulfil his obligations under the Contract to comply with the requirements of these PIs; the methodology the Contractor uses to meet the PIs is entirely at his discretion. The Contractor shall provide sufficient evidence to the Authority to demonstrate achievement against the PIs in order to justify the amount being claimed.

Table 1

RESPONSE TIMESCALES

	SPARES RESPONSE TIMESCALES



	Priority
	When Required
	Response Timescale

	Immediate Demands.

SPCs 01 (Operational or Non-Operational)
	To be used when an item is required immediately to satisfy Operational or Non-Operational critical requirements where the lack of the item would lead to degradation of a unique and vital capability
	Within 24 Hours

	Priority Demands.

SPCs 02 (Operational) or 09 (Non-Operational)
	To be used when an item is required for a specific requirement where the timescale of a ROUTINE demand would not be adequate.  In UK and NW Europe, with some specific exceptions, delivery will be made in a window of 2 to 6 days; if a particular date is required in this window then a RDD is to be used, see below.
	Within 1 – 5 Calendar Days

	Routine Demands.

SPCs 03 /04 (Operational) 13/16 Non-Operational
	To be used for the majority of unit demands and will result in UK and NW Europe, with some specific exceptions, in a 7 day delivery to units.
	Within 6 – 28 Calendar Days

	ENGINEERING SUPPORT RESPONSE TIMESCALES

	Remote Advice through the help Desk (Response timescale defined as elapsed period between origination of query and supply of advice or technical information to ships staff).
	48 hours

	Ship visit in UK (Response timescale defined as elapsed period between origination of demand and Contractor personnel arriving on board ship).


	1 week

	Ship visit overseas (Response timescale defined as elapsed period between origination of demand and Contractor personnel arriving on board ship).
	2 weeks


8.2.4.2 Permanent Payment Retention and Payment Withhold for Item 5 [and Option Items 11, 21 to 23 if exercised]: Payment of the Firm Price agreed under Contract Item 5 [and Option Items 11, 21 to 23 if exercised] shall be entirely based upon the Performance of the Contractor against the PIs in Table 1 above.  Failure to meet the PIs will result in a permanent retention of up to ten percent of each quarterly payment and may also lead to a temporary withhold of the quarterly payment. Payment retention and payment withhold shall be calculated against the achievement of the Response Timescales detailed in Table 1, using the  Retention Levels defined in Table 2 below. Where the Contractor’s performance against the PIs has fallen below the 75% level, the Authority will withhold the quarterly payment until such time as the Contractor has achieved at least the 75% level for 56 working days. At this point the Contractor may submit his invoice for the quarterly payment, less the permanent retention based on the Response Timescales achieved.

Table 2
	PERCENTAGE OF RESPONSE TIMESCALES ACHIEVED 

(CALCULATED OVER A ROLLING 12 MONTH PERIOD)


	PAYMENT RETENTION LEVEL

	Above 95%


	0%

	Between 90% and 95%


	5%

	Between 75% and 90%


	10%

	Less than 75%
	Payment withheld until at least 75% level achieved for 56 working days. Payment, less retention based on the Response Timescales achieved, may then be claimed.


8.2.5. Performance Assessment

8.2.5.1 Payment of the agreed price for Contract Item 5 [and Option Items 11, 21 to 23 if exercised] shall be made in accordance with Condition 8.2.2 Advances against the Contract Price and shall be subject to the achievement of the Performance Indicators specified in Table 1, based upon the availability of a serviceable KRS on the platforms, to the satisfaction of the Authority.  To this end the Contractor shall comply with the Demand Satisfaction Rates and Response Satisfaction Rates which are required by the Authority, and which are detailed in Table 1.
8.2.5.2 "Availability" is defined as being the availability of serviceable spares for the KRS on board in accordance with the Logistic Support Plan.
8.2.5.3 The availability of the KRS shall be measured on a quarterly basis, and the quarterly review of performance shall be undertaken jointly by the Authority and the Contractor. 

8.2.5.4 The Authority shall use all reasonable endeavours to ensure that:
8.2.5.4.1 Repairable items will be held on board and made available to the Contractor for collection on return to the home port.
8.2.5.4.2 The correct allocation of E List items of the KRS is held by the ship.

8.2.5.4.3 The Contractor is allowed access to collect unserviceable stock directly from the Ship.

8.2.5.5 The level of repairable stock, as detailed at the Logistic Support Plan detailed at Annex K, is required to enable the Contractor to meet the Demand Satisfaction Rates (DSR) shown in Table 1.

	9.  CONTRACT ADMINISTRATION

	9.1.  DEFCONS

	Number
	Edition
	Title

	604
	06/14
	Progress Reports

	609
	06/14
	Contractor's Records

	625
	10/98
	Co-operation on expiry of Contract 

	642
	06/14
	Progress Meetings

	647
	09/13
	Financial Management Information

Financial Management Information Annex A and B


9.2 NARRATIVES

9.2.1 Quality Assurance Representative

9.2.1.1 All reference to the Quality Assurance Representative (QAR) in documents which form part of the Contract shall be read as referring to the Authority specified in Box 7 of DEFFORM 111.
9.2.1.2 After the award of Contract the Authority may nominate a QAR to the Contractor, who will act on behalf of the APM.  Pending such nomination, any references to the QAR in documents which form part of the Contract shall be read as referring to the APM unless otherwise advised by the Authority.  The QAR may be tasked by the APM to undertake QA activities throughout the life of the Contract.  All references to the QAR in documents, which form part of the Contract, shall be read as also referring to the APM and his authorised representatives.  The Contractor shall provide to the QAR all appropriate facilities and documentation to enable him to carry out his duties.
9.2.2 Progress Meetings 
9.2.2.1 During the Demonstration, Manufacture, Installation and Integration phases.  Unless otherwise agreed during the Contract, Project Review Meetings and other Project meetings shall be held between the Contractor and the Authority in accordance with the SOW, the Project Management Plan and Management Information at Annexes C, E and F to the Contract.

9.2.2.2 The Contractor shall ensure adequate and appropriate representation by himself and his sub-contractors as necessary, applicable to each meeting, and that such representatives are empowered to represent the views of the Contractor or sub-contractor and make decisions.

9.2.2.3 During the Support Phase. Progress meetings shall be held every three months under the Chairmanship of the APM, or his authorised representative, in accordance with DEFCON 642. The meetings shall cover all aspects of the contractual requirements in a single visit.
9.2.2.4 The Contractor shall provide the services of a minute secretary who, within 10 days after the meeting, shall provide draft copies of the minutes to the APM.  Final meeting minutes shall be distributed as appropriate 15 days after receipt of the comments from the APM.
9.2.3 Progress Reports 

9.2.3.1 With regard to Clause 1 of DEFCON 604 (Edn 11/04) - Progress Reports - the format and frequency of the reports shall be as follows:
9.2.3.1.1 The Contractor shall provide a progress report in a format to be agreed with the Authority one month before the first report is due. When agreed the template will form Annex G to the Contract. The report shall include any information required by the APM and shall be provided at a frequency of every three months. The progress report shall as a minimum:
9.2.3.1.1.1 detail against each Line Item of the Contract Schedule of Requirements, and/or P2P Order/PDS Task as appropriate, all deliveries/work completion, and forecast dates where deliveries/completion are outstanding, against the contractual delivery/completion dates;
9.2.3.1.1.2 detail progress and activities against the Statement of Work at Annex C for Demonstration, Manufacture, Installation and Integration phase. More detailed requirements for the support phase are defined at Appendix 1 to Annex C;
9.2.3.1.2 detail progress and activities against the core tasks where the Contract covers core PDS;
9.2.3.1.3 detail all First Fitting Defects or New Receipt Defects for which the Contractor is liable, or where liability is to be determined in accordance with the Contract;
9.2.3.1.4 detail all Items returned to the Contractor which are categorised as “Stores Defective on Receipt”;
9.2.3.1.4.1 include a remarks column which provides an explanation for any delays, and what is being done to address them;
9.2.3.1.4.2 include any other information which the Contractor believes will contribute to a more accurate assessment by the Authority of the Contractor’s performance under the Contract.

9.2.3.1.5 The Contractor shall also provide progress reports one week prior to any progress meeting.
9.2.3.1.6 The Contractor shall deliver the progress report to the Authority by no later than the tenth working day after the final month of the reporting period. 

9.2.2.4 The requirement to provide progress reports shall continue until such time as all outstanding deliveries and contractual obligations have been completed by the Contractor, even if the date for authorising new orders under the Contract has passed.

9.2.4 Publicity

9.2.4.1 Except with the written consent of the other party, neither party shall make any press announcements or publicise the Contract in any way.
9.2.4.2 Both parties shall take all reasonable steps to ensure the observance of the provisions of sub-clause 9.2.4.1 above by all their servants, employees, agents and consultants. The Contractor shall take reasonable steps to ensure the notification and observance of the provisions of sub-clause 9.2.4.1 above by its Sub‑Contractors.
9.2.4.3 Notwithstanding the provisions of sub-clause 9.2.4.1 above, either party shall be entitled to publicise the Contract in accordance with any legal or quasi-legal obligation upon the party.
9.2.4.4 Either party may change its address for service by notice as provided in this Clause 9.2.4.
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