Single Source Cost Standards

 (Draft) Statutory Guidance on adjustments to the Baseline Profit Rate
Consultation Response Form


Overview

The Defence Reform Act 2014 (‘’the Act’’) provides a new legislative basis for the Single Source Procurement Framework. Section 18(1) of the Act specifies that the SSRO may issue guidance in relation to any of the steps set out in section 17(2), and that contractors and the MOD must have regard to this guidance.
The SSRO has produced a single document which contains guidance on the following adjustments:

· cost risk; 

· profit on cost once;
· incentives; and
· capital servicing.
The draft guidance sets out the principles and methodologies that contractors and the Ministry of Defence (MOD) must have regard to when entering into a qualifying defence contract. 
The overarching aim of the draft guidance is to ensure: 
(a) that good value for money is obtained in government expenditure on qualifying defence contracts; and
(b) that persons (other than the Secretary of State) who are parties to qualifying defence contracts, and qualifying sub-contracts are paid a fair and reasonable price under those contracts.
Following consultation, we will publish the final guidance by the end of March 2015.

This is a public consultation. It is open to anyone with an interest in defence single source procurement. Please respond by 13 March 2015.

Copies of this response form are available on the SSRO’s website (https://www.gov.uk/government/consultations/single-source-statutory-guidance-on-adjustments-to-the-baseline-profit-rate). The response from can be completed electronically or printed and completed by hand.
Please email your response to the following address: profitadjustments@singlesourceregulationsoffice.gov.uk.
You can also post responses to us at:

Finlaison House

15-17 Furnival Street

London

EC4A 1AB 

If you require paper copies of any of the draft documents or the response form, please contact us (using the email or correspondence address above to provide us with your contact details.) We will be happy to post copies to you.
Your details

Name:


Organisation:


Position: 


Consultation questions

When answering the consultation questions, it would be very helpful if you could support your responses with additional explanation and detail, particularly on areas where you disagree. This will help us to understand the basis for your answer and inform our finalisation of the Guidance. As a minimum, please include the paragraph number your comment refers to.

Please do not feel that you need to respond to all of the consultation questions set out in the document: we welcome brief or partial responses addressing only those issues where you wish to put forward a view.

Comments on style and formatting are not required.

In the interests of transparency, it is our intention to publish responses to this consultation on the SSRO website upon completion of the consultation. Please indicate whether or not you consent to publication of your response by ticking one of the boxes below. 
Please note, if you do not consent to publication, we will treat your response as confidential to the extent of any disclosure that is required by law. In the event we are required by law to make a disclosure of your consultation response, to the extent we are legally permitted to do so, we will give you as much notice as possible prior to such a disclosure and will take into account all reasonable requests made by you in relation to the content of such a disclosure.
Yes


No

Introduction 

QUESTION 1 - Do you agree the guidance has been structured effectively?

Yes


No

Please add comments to support your answer:


QUESTION 2 - Does the introduction provide a clear description of the status and the purpose of this guidance?

Yes


No

Please add comments to support your answer:


QUESTION 3 – With the exception of profit on cost once, do you agree that this guidance should be principles rather than rules based?

Yes


No

Please add comments to support your answer:


Cost Risk Adjustment

QUESTION 4 - Do you agree with the principle that the Regulated Pricing Method should be the primary consideration to determine the cost risk adjustment? 

Yes


No

Please add comments to support your answer:


QUESTION 5 - Do you agree with the overarching principles to consider when determining the cost risk adjustment?

Yes


No

Please add comments to support your answer:


QUESTION 6- Would you support moving towards a more rules based approach in the future?

Yes


No

Please add comments to support your answer:


Profit on cost once

Profit on Cost Once
QUESTION 7 – Does the diagram aid your understanding of when a profit on cost once adjustment should be made? 

Yes


No

Please add comments to support your answer:


QUESTION 8 – Do you agree with the methodology for calculating profit on cost once? 

Yes


No

Please add comments to support your answer:


Incentive adjustment

QUESTION 9 – Do you agree that an incentive adjustment should only be used in exceptional circumstances?  

Yes


No

Please add comments to support your answer:


QUESTION 10 – Do you understand the examples for when a positive incentive might be used, or would more examples aid your understanding?  

Yes


No

Please add comments to support your answer:


QUESTION 11 – Do you agree with the principles of applying the incentive adjustment?  

Yes


No

Please add comments to support your answer:


QUESTION 12 – Are there any additional principles or circumstances where you think an incentive adjustment should apply?  

Yes


No

Please add comments to support your answer:


QUESTION 13 – Would you support moving to a more rules based approach in the future?  

Yes


No

Please add comments to support your answer:


Capital service adjustment

Capital Servicing Adjustment

QUESTION 14 – Does the diagram aid your understanding of how to undertake the four computations to be followed in order to determine the capital servicing adjustment? 

Yes


No

Please add comments to support your answer:


QUESTION 15 – Is it clear from the section entitled ‘Calculation of Capital Employed’ which items should generally be excluded or included?

Yes


No

Please add comments to support your answer:

QUESTION 16 – Is it clear how to distinguish the split between fixed and working capital?

Yes


No

Please add comments to support your answer:


QUESTION 17 – Is it clear from the section entitled ‘Calculation of Costs of Production’ which items should generally be excluded or included?

Yes


No

Please add comments to support your answer:


QUESTION 18– Does the inclusion of a worked example aid your understanding of the adjustment?

Yes


No

Please add comments to support your answer:


Opinions and Determinations

QUESTION 19 - Do you agree that the role of the SSRO with regards to opinions and determinations for the Contract Profit Rate adjustment has been effectively communicated?

Yes


No

Please add comments to support your answer:


QUESTION 20 - Do you agree that supplementary guidance should be issued setting out examples of opinions and/or determinations made by the SSRO, as they arise?

Yes


No

Please add comments to support your answer:


























































































































































































































































































































































































































