
Specific Conditions of Tendering Annex C – Code of Practice
Code of Practice
Defence Contractors' Relationships with Suppliers

In this Code, "Defence Contractors" means those companies who provide goods and services for military use. It includes all those companies at any tier in the supply chain.
Objective
1 The objective of this Code is to improve the quality, effectiveness and efficiency of the supply chain relationships in the defence industry through good practice to ensure fair competition, to eliminate duplication and waste and to increase the satisfaction of both the customer and the industry with the processes and the outcomes of defence procurement.

General
2 It is the aim of Defence Contractors to achieve continuing improvements in efficiency, based on whole-life costs and quality, and to enhance the competitiveness of suppliers, through the development of professional procurement systems and practices. Where appropriate the use of effective team-working will encourage a more open relationship with suppliers, identifying common goals and opportunities for improvements. These outcomes will support the delivery of projects within the performance, time and cost parameters agreed with customers.

Principles
3 Within this aim Defence Contractors, for their part, undertake in all dealings with suppliers and potential suppliers:

· to maintain the highest standards of honesty, integrity, impartiality and objectivity;

· to be fair, efficient, firm and courteous;

· to strive for the highest professional standards in the award of contracts, usually by means of competition, so as to maximise efficiency, while conforming to strategic partnering objectives and undertakings;

· to make available as much information as is practicable and responsible on future procurement plans to facilitate business decisions;

· to enter into early consultation on draft specifications, statements of requirement, special terms of trading and/or contract conditions before new procurements to encourage innovation and, by team-working, identify, evaluate and implement effective trade-offs between operational and reliable performance, delivery and through-life costs;

· to provide clear specifications of requirements which encourage innovation and refer where appropriate to relevant technical and other standards;

· to make available sufficient time and information for suppliers to respond to the bidding process appropriate for the work, and to define and publicise amongst its supplier community contact points for the handling of enquiries and complaints;

· to manage the bidding process so as to avoid/minimise the burdens on suppliers, while preserving genuine competition and avoiding discrimination;

· to provide opportunities on an even handed basis for suppliers (both in-house and external) to participate in competitions or market tests, but in the interests of both customer and suppliers limiting numbers to ensure optimum economy, whilst honouring (and testing, where appropriate) preferred supplier status and strategic alliances;

· to make available the criteria for the evaluation of bids, to evaluate bids objectively and to notify the outcome promptly;

· to avoid improper business practices;

· to protect commercially-sensitive information in suppliers' pre-contract discussions, unsolicited proposals and formal tenders and respect and protect their intellectual property;

· to use sensible risk sharing arrangements which avoid the need for unnecessary pricing contingencies, whilst using incentivisation techniques to encourage innovation and improve performance;

· to notify all tenderers on the same day of the outcome of a competition and, within the bounds of commercial confidentiality, to debrief winners and losers on request on the outcome of the bidding process and the reasons for not being selected to bid or losing a bid (having regard to the applicable evaluation criteria), so as to facilitate better performance on future occasions;

· having regard to the contractual requirements, where agreement has been reached with MoD that the prime contractor should price non-competitive sub-contracts directly, to agree prices for those sub-contracts based, where appropriate and in consultation with MoD, on the Government Profit Formula and costing and pricing conventions applicable to such sub-contracts, supported by suitable undertakings on the adequacy of the information provided by suppliers;

· to strive for the highest professional standards in the management of contracts;

· to pay promptly for work done in accordance with contracts made;

· to assess supplier performance in an objective and open manner and apply those assessments coherently in the process of supplier selection and tender evaluation;

· to establish an effective system of handling complaints and disputes from suppliers with the mutual objective of resolving differences by negotiation at the lowest level of delegation appropriate to the nature of the issue and its effect on the parties, or otherwise escalating the matter within each party’s management structure, before resorting to arbitration or other forms of Alternative Dispute Resolution; and

· to respond promptly, courteously and efficiently to suggestions, enquiries and complaints, seeking an open exchange of information on all technical and commercial issues based on mutual trust.

Application
4 All methods of acquisition implementation should be carried out in the same spirit of good practice. Whatever procurement method is chosen there is a need for clarity and certainty.

5 Defence Contractors will need to objectively assess the efficiency of in-house, preferred supplier or strategic partner capability by competing or market testing the work, on an arms-length basis, from time to time in accordance with the principles of this Code or by the use of benchmarking. Defence Contractors will ensure that, where competitions include subsidiaries or associated companies of the Defence Contractor as well as other companies, no bias in favour of the Defence Contractor’s subsidiaries or associated companies will be given. In particular, all tenderers are to be informed at the earliest time of the inclusion of a prospective in-house tenderer in the tender field.

6 Defence Contractors will establish policies and procedures to give effect to these principles and they will assess their conformance on a regular basis. By agreement the customer will be given access to these policies and procedures and any relevant assessments. Individual plans may be drawn up for each contract as appropriate to the size and nature of the work.

7 Defence Contractors will look to their suppliers, at every tier, in return, to observe similar principles, standards of integrity, professionalism, co-operation, courtesy, competence and efficiency.

General
8 In many cases Defence Contractors will be inviting tenders, or seeking commitments from partners, at a stage when they themselves are not yet - and may never be - appointed for the work. In these circumstances the time available for tendering, and the information that can be provided to tenderers, is often not in the direct control of the Defence Contractor. All the principles in the Code are dependent on those constraints to which the Defence Contractor seeking tenders is himself subject. Where a Defence Contractor is given insufficient time or information by the customer for the tendering process the Defence Contractor will attempt, where practicable, to mitigate the effects on the supply chain.

9 In circumstances where the award of work to an in-house capability or to a preferred supplier (without having first undertaken a competition in each case) might be regarded as anti-competitive or an abuse of market position, other codes or regulations may apply as well.

10 This Code does not replace, and should be implemented coherently with, other codes and standards such as the SBAC’s Supply Chain Relationships in Action and the standards required by ISO 9000.

11 Procurement, both in the bidding and in respect of any contract that may be entered into, involves rights and obligations that are enforceable in law. This Code is not intended to create further rights and obligations: it is a statement of good practice.

 
