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POLICY OWNERSHIP AND APPLICABILITY

1. The Policy is issued by and ownership vested in the Board.

2. The Policy sets out the Company’s principles for managing supplier relationships in recognition of the need to treat all suppliers in an objectively fair, equal and reasonable manner.

3. The Policy is applicable to and must be complied with by:

· The staff of AAL carrying out work on behalf of the Company 

· Member representatives operating both as Members and Directors of the Company.

· Independent Directors and Chairman of the Company

POLICY MAINTENANCE AND DISSEMINATION

4. The Board Secretary is responsible for the maintenance of the Policy.  The Policy will be reviewed periodically, no less frequently than annually.

5. The Director of Strategy is responsible for the implementation of the Policy and its communication to all affected parties.

6. The Policy is a public document and will published on the Company’s website

7. The Director of Strategy will ensure compliance with the Policy as follows:

· Ensure internal compliance with this document and the resolution of issues which may arise;

· Ensure that Member representatives and Directors are aware of their responsibilities and that their compliance is monitored and deficiencies resolved;

8. The Director of Strategy will ensure all breaches of and non-compliance with the Policy are reported to the Board of Directors and are investigated fully and correctly.

9. The Director of Strategy will ensure that appropriate training on the requirements of the Policy is available.

10. The Policy will be supported by all Company documented rules, standards and procedures. 

SUPPLIER POLICY

INTRODUCTION

The purpose of this document is to specify an objectively fair and equal supplier policy for the Company, including the procurement process that forms the basis of the Company’s supplier selection and contracting activities.  The procurement process describes the approach to be applied to relationships between the Company and its various suppliers.

GENERAL PRINCIPLES
· The Company will ensure that all prospective and contracted suppliers are treated in an objectively fair and equal manner.

· The Company will determine which services are to be provided by external suppliers.

· The Board will determine the most appropriate procurement process to adopt depending upon the nature of the service required and the level of supplier specialism or experience needed.

· The Board will have responsibility for the procurement process but may delegate this responsibility to a project committee, which may include both Members and where appropriate external stakeholders/users.

· The ongoing supplier relationship management arrangements to be implemented by the Company will be determined within the procurement process.

· It is a Company responsibility to maintain a fair and reasonable exit strategy for supplier relationships, including adequate notice periods for termination and an appropriate programme for contract renewal negotiations.

· This policy does not apply to services provided to the Company by APACS (Admin) Ltd.

The steps outlined below are suitable for a large scale, complex project.  For less complex requirements (such as commissioning of market research), some of the activities might not be appropriate and the process should be simplified.

PROCUREMENT PROCESS
The procurement approach determines the relationship between the Company and supplier from the expression of initial commercial interest through to service contract execution.  Depending upon the nature of the service required, the approach should be selected from the following:

1. An open tender addressed to all prospective suppliers.  If appropriate, an advertisement might be placed in a suitable industry journal.

2. A selective/restricted tender to a restricted field of appropriate suppliers either nominated by Members or Directors and/or known to offer similar services to those required.  This approach would be relevant for those services that require suppliers to have specific expertise or experience and where we know who they are.

3. Request for proposal from a single existing supplier in the case of contract renewal or service enhancement where there is satisfaction with the current service provision and the cost of a tender exercise would not be justified by potential cost savings or service improvement.  This refers to the extension or continuation of an existing project.

The Board will determine the appropriate committee structure and governance arrangements in order to ensure the correct level of Member and Stakeholder input and support at the outset of each procurement exercise.

In any procurement process all prospective suppliers should be provided with identical information.  Where additional information emerges from the Payments Council in discussion with one supplier, then this should be made available to all other suppliers.

The supplier selection process should be described within the tender documentation and any scoring or assessment tools should be developed and agreed in advance of the proposal assessment process.  This is to ensure that the assessment process has been established in the absence of knowledge of the content of proposals received.

The confidentiality of supplier proposals must be strictly observed and details will only be shared with the assessment team and project committees or Boards involved.  The identity of prospective suppliers would not normally be revealed to other prospective suppliers, although this might be considered in a short list situation, or where the number of suppliers is relatively small, provided the agreement of all suppliers affected is sought in advance.  The detailed results of any supplier assessment process must not be shared with suppliers.

1. Business requirements

The Company’s business requirements relating to the service to be provided should be clearly defined and endorsed by the appropriate project committee/Board.  In drawing up these business requirements it is important to ensure input from a mix of individuals with relevant expertise, namely; detailed knowledge of the business area, information security, and procurement.

2. Develop an invitation to tender

The ITT documentation is developed in line with the agreed business requirements and will inform potential suppliers as to how the ITT process will be run, including timescales, format of response and an outline of the adjudication criteria.  General and technical requirements are usually detailed in numbered paragraphs, which suppliers are asked to follow and refer to in their responses, in order to assist the assessment process.  Legal advice should generally be sought.

3. Invitation to tender

Detailed requirements are likely to include confidential and Member specific data, so it is usual to enter into a standard Non-Disclosure Agreement (NDA) with each of the potential suppliers in advance of issuing the detailed ITT documentation.  

There should be a clear final date for the receipt of responses.  Generally, no extension should be granted. This includes even a blanket extension to all suppliers, as this could unfairly discriminate against those suppliers who have already finalised their responses or who cannot take advantage of the additional time. In some cases there may be some objectively justifiable reason for a supplier’s late interest in the ITT but legal advice should be sought before granting any form of extension. 

4. Responses

The project committee responsible must agree an objectively equal, fair and reasonable method of assessment before the review of supplier proposals commences.  Where appropriate a scoring method will be devised to assess the extent that the proposals satisfy the general and technical requirements stated in the ITT.  Supplier charges would not be assessed as part of this process.

Supplier charges to the Company would be subject to a separate evaluation to facilitate a “value for money” comparison, often simplified to a cost per point ratio when combined with the technical score.  The charges need to be assessed over the entire period of the contracted service and, where appropriate, charges incurred by Members should also be considered to provide a “Total Cost of Ownership” for the system/service to be procured.

The objective of the initial assessment of supplier responses is two fold:

· To confirm that each proposal could satisfy overall requirements, with no significant weaknesses in respect of any critical requirement(s).

· To enable the project committee responsible and/or Board to select a short list of suppliers to progress to the subsequent, more detailed due diligence and procurement process.

Clarification of specific points arising during the initial assessment of a proposal would not normally be sought from the supplier unless the outcome might have a significant bearing on the overall ranking of that particular submission.  Due prior consideration must be given as to whether any such clarification will hand an unfair advantage to the supplier in question. If not then clarification may be sought from the supplier, although the request and response must be in writing, with such correspondence then used to supplement the supplier’s original response.

Once a short list of suppliers has been confirmed, it is normal practice to notify those prospective suppliers that have not been successful, thanking them for their efforts, but advising them that they will not take any further part in the process. Where a supplier requests further information as to why they have not been short listed then legal advice should be sought before any response is issued. 

5. Short listed suppliers
A thorough and complete due diligence and procurement process should be carried out on the short listed suppliers and their proposals.  The process should include:

· Due diligence/procurement questionnaire to each supplier, requesting formal response on issues relating to pertinent regulatory and legal frameworks, any relevant litigation, arbitration, legal judgements or investigations by any regulatory authority or government body.  The list of questions to ask should be drawn up in consultation with a procurement expert.

· Detailed questions seeking clarification on both technical and procurement issues within the supplier proposals.  More than one round of questions might be required, all of which should be in writing.

· Company searches on the supplier organisations along with a high level assessment of financial and business stability.  Inspect audited accounts of the short listed suppliers for the previous three years.

· An end-to-end risk assessment of the service solutions being offered, often carried out by workshop involving an appropriate mix of technical, operational, security and business expertise.  Mitigating controls recommended to address any risks identified might result in requested changes to a supplier’s solution or be carried forward for resolution in the contract negotiation stage.

· Formal supplier interview, chaired by a procurement expert or suitably qualified executive from a Member, which can be used to discuss and resolve any outstanding issues from previous activities.  Such meetings would normally be limited to a maximum duration, perhaps ninety minutes.  Agreements reached by those involved in the meeting should be documented, with subsequent approval being sought from all parties.

· Best and Final Offer (BAFO) should be sought from each supplier.  The detailed assessment process is likely to have resulted in a refinement of Company requirements, an increased understanding on the part of the suppliers and, therefore, modifications to the suppliers’ proposals and solution offered.  These refinements should be encapsulated in a revised BAFO submission, upon which the final selection of preferred supplier is made.  Supplier costs might be revised at this stage, so it is important for suppliers to understand the competitive nature of this final step.

· Request references from those provided by the supplier in the response to the ITT.

6. Confirmation of supplier selection

The detailed results of the assessment process should be discussed with the project committee and an objectively reasoned recommendation put to the Board for endorsement.

Once the selection of preferred supplier has been confirmed, the interested parties can be informed.  Care should be taken to retain a degree of competitive pressure during the subsequent stage depending on the timescales for any negotiation, by, for example, seeking the agreement of the other short listed supplier(s) to be held in reserve pending successful contract negotiation with the preferred supplier(s).

7. Contract negotiation

The preferred supplier is often best placed to compile the first draft of the contract, based upon previous experience in supplying similar services.  The review of the contract should be undertaken by a subset of the project committee for reasons of both speed and continuity.  It is important that the contract negotiation team includes both legal and procurement expertise, but also sufficient business and technical representation to ensure that the contracted service continues to meet the Company’s agreed requirements.  Appointing central AAL legal expertise to the team ensures that the necessary advice, including where appropriate external specialist advice, is received by the Company on the legal aspects of the contract.

Depending upon the complexity of the contract and service, the negotiation can extend over an elapsed period of two months or more, and involve several iterations on the draft contract.  Most issues can be progressed by exchanging updated versions of the draft contract, but matters that are not straightforward to resolve could be discussed with the supplier by conference call or face-to-face meeting, as advised by the procurement expert.

8. Contract approval and signing

When agreement has been reached with the supplier, Member approval should be sought by issuing the final draft contract to the project committee and/or Board.  This provides an additional level of legal scrutiny, albeit from the Member perspective.  Any changes proposed by Members at this stage could lead to further discussion with the supplier and the issue of an amended draft contract for final endorsement.

Once final approval has been given by all parties, the supplier should be asked to sign two copies of the contract and forward to the Company for execution by an approved signatory.  One copy is then returned to the supplier for their records.

RELATIONSHIP MANAGEMENT

· Regular meetings between the Company and supplier representatives should be a feature of most supplier service arrangements, and specifically referenced in the contract.  The contract should also specify required performance levels (SLA) and an escalation framework.  The frequency of supplier meetings will depend upon the level of risk and vulnerability caused to the Company by the service provided

In addition to the regular supplier meetings, there must be a mechanism for dealing with urgent issues and a clear escalation path for matters that cannot be resolved by discussion between the normal counterparty representatives.  These mechanisms should also be referenced in the supplier contract.

It is a Company responsibility to plan and make appropriate and reasonable preparations for contract termination or expiry, giving due consideration to this important issue during contract negotiation.  The notice period for termination within the contract should be sufficient for the Company to arrange or procure an alternative service from another supplier.  It is also incumbent upon the Company to review the options available upon contract expiry sufficiently in advance to permit a replacement procurement exercise should extension or renewal of the existing service not be desirable.
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