Note to Procurement Officer. Below is a APUC’s guidance on Financial Analysis of Accounts Procedure. These are included by way of example. Institutions may have their own procedures they are bound to adhere to.
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Financial Analysis of Accounts Procedure
	THIS DOCUMENT IS A GUIDE TO CONDUCTING A FINANCIAL ANALYSIS OF A SUPPLIER’S FINANCIAL STANDING 
PLEASE  REFER TO THE USER GUIDE BELOW WITH REGARDS TO USE OF MINIMUM STANDARDS FOR ECONOMIC AND FINANCIAL STANDING




MINIMUM STANDARDS FOR ECONOMIC AND FINANCIAL STANDING
1. For all notices for collaborative Framework agreements or Contracts a range of values have to be entered starting at £1 million [the lowest estimate for all contract notices will be set at £1 million, however, this can be varied up or down  providing there are specific reasons for a particular or specific tender] £ x [The upper estimate of Framework value or Contract will be based on historic spend information or predictions as appropriate] up to the upper estimate of the Framework or Contract value. Section II.1.4 of the Contract Notice should be used.

2. For Frameworks and Contracts the Contract Notices must state the following in section II.2.1;

“Values are estimated between £1 million [the lowest estimate for all contract notices will be set at £1 million, however, this can be varied up or down providing there are specific reasons for a particular or specific tender £ x [The upper estimate of Framework value or Contract will be based on historic spend information or predictions as appropriate].  The value will likely build up over time as existing contracts end and institutions migrate across to the new agreement.

No business whatsoever is guaranteed under any resulting framework agreement or Contract indeed there is no guarantee that any framework agreement or contract will be put in place in relation to this notice. No compensation etc will be paid if a tender or resulting framework agreement is withdrawn for any reason. Bidders should take part in this process only on the basis that they fully understand and accept this position 


Text in red to be removed before publishing sections above, for guidance only.

3. Minimum standards for economic and financial standing must be stated clearly and up front in the Contract Notice. Section III.2.2 of the Contract Notice should be used.

“In order to ensure that potential bidders can sustainably operate and not be exposed to undue risk at the end of any potential contract period, the suppliers turnover should have a minimum annual turnover of £x”  [where bids are received from a consortia of companies the minimum turnover of £x will be applied to the whole consortia] – delete where appropriate. 
In order to ensure that potential bidders can sustainably operate and not be exposed to undue risk at the end of any potential contract period, the suppliers turnover should be assessed in relation to the potential annual [Framework Agreement/Contract – delete as appropriate] value estimated “one-year-in” (calculated as +25% of the minimum expected values for Scotland-only tenders and +5 % of the minimum expected values for UK-wide tenders).

However, the % of main supplier turnover can be varied in accordance with the perceived level of risk. In the case of geographical lotting, the % of turnover in relation to main supplier turnover may be based on the total lots bid for or in frameworks where further competition is required and there is an assumption that at least 5 providers may be appointed, then it should be based on 20% of the one-year-in estimated value for the agreement.

Throughout the procurement process APUC will document the logic behind the decision to vary the % on main supplier turnover. 

4. Low risk (e.g.) Unranked Multi-Supplier Frameworks 
Text for Contract Notice (III.2.2), Part B of the PQQ (Restricted Procedure) and Schedule 1, of the Open Procedure ITT
In addition to the wording in section 3 above the following wording should be entered into the Contract Notice and PQQ or ITT.

“Suppliers must meet minimum standards of economic and financial standing to take part in the competition. 

 

Suppliers must be financially fluid and currently trading. They must not be recorded at Companies House as having any negative action / event (dissolved, removed, in liquidation etc) that calls into question their financial / corporate standing, such action / event will be deemed to be a failure to meet minimum standards of economic and financial standing. Additionally, suppliers must provide suitable evidence in the form of the last full year of accounts (audited and accompanied by auditors confirmation where they are above the statutory threshold for providing audited accounts, or certified by their bank where they are below that statutory audit threshold.) Non provision of such evidence to a satisfactory standard will be deemed to be a failure to meet minimum standards of economic and financial standing.
Where information is available to APUC that points to concerns over financial viability, further information may be requested to evidence financial viability and non-availability of, or refusal to provide such evidence will be deemed to be a failure to meet minimum standards of economic and financial standing”.

5. HIGH RISK (e. g.) RANKED AND SINGLE SUPPLIER FRAMEWORKS AND CONTRACTS
In some tenders it will be essential to apply more stringent minimum financial standards, especially those that may be for ranked and single supplier Framework or Contract agreements.
Text for Contract Notice (III.2.2), Part B of the PQQ (Restricted Procedure) and Schedule 1, of the Open Procedure ITT
In addition to the wording in section 3 above the following wording should be entered into the Contract Notice and PQQ or ITT.
“Suppliers must meet minimum standards of economic and financial standing to take part in the competition. 
To be considered suppliers must include recent accounts, which APUC Ltd will use to assess whether the business is financially viable.

Where a business is established and is required to have its accounts audited, the last two years audited accounts must be provided 
Or

If a business is exempt from the audit requirement, the last two years annual accounts must be provided and certified by an independent Chartered Accountant or accompanied by a positive bankers reference for the bidder;
Or

If a business was recently set up and not audited, annual or endorsed accounts have been produced, unaudited or management accounts for the 3 months prior to the application date must be provided and certified by an independent Chartered Accountant or accompanied by a positive bankers reference for the bidder;
And:

If a business is part of a group, you will need to include similar accounts for the parent and ultimate holding companies.

Non-provision of such evidence to a satisfactory standard will be deemed to be a failure to meet minimum standards of economic and financial standing.
Where information is available to APUC that points to concerns over financial viability, further information may be requested to evidence financial viability and non-availability of, or refusal to provide such evidence will be deemed to be a failure to meet minimum standards of economic and financial standing”.
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1. The Objectives of Financial Analysis
The objective of financial analysis is to identify the financial position and determine the financial risk a resultant Framework or Contract would place upon suppliers and institutions.  
The result of the financial analysis, allows each supplier’s ability to deliver the Framework or Contract to be judged. 

2. Financial Analysis

The depth of the financial analysis is dependent upon the risk to both the supplier and institution. Essentially, the depth of the financial analysis depends on the Frameworks or Contracts’ risk profile; whether it is low, medium or high risk, and the subsequent type of Framework or Contract i.e. Multi supplier Framework or Ranked or Single supplier Framework or Contract.
In order for potential suppliers to be adequately and efficiently assessed it is imperative that minimum standards for the particular procurement are effectively communicated.  The minimum standards must be detailed in the Contract Notice and PQQ/ITT.  If they are not defined, the financial analysis can only be taken into account if it is listed as objective criteria in Section III.2 of the OJEU Contract Notice. 
To undertake a check of a supplier at Companies House:

Click on ‘web check’ and enter the Company Name or Number (preferred).

Ensure ‘current/recently dissolved names’ is checked and click search.

The results will display a ‘status’ of the organisation (e.g. Active, Dissolved, In Liquidation) and also when the last accounts were filed.

Grades that indicate that little or no accounting data is available:
NT
The company’s accounts state that the company does not trade.
N
Companies House classifies the company’s accounts as “dormant company accounts”.
Identification Checks
· Confirm the supplied company name and registration number. 
Accounting Checks
· Confirm the last accounting period for which accounts have been filed and that these have been supplied by the candidate.

· Confirm if any accounts are overdue

Turnover and Contract Limit checks

In general, Ranked and Single Supplier Frameworks and Contracts should not be awarded to suppliers in line with that stated earlier in this document.
Once the checks have been carried out, the extent to which the candidate meets the minimum standards should be considered by taking into account the results of each check; each candidate should then be assessed as a pass or a fail. 
PQQ applicants/tenderers are eliminated if they clearly have inadequate resources to undertake the work and do not meet the minimum standards detailed in the OJEU Contract Notice.

Registered Office Address
If there are multiple changes in registered office address, combined with changes of company name, this could suggest that the company constantly moves away from bad debt.

3. Consortium Companies

For some contracts, bids will be received from consortia of companies. In this case, the financial analysis process detailed in section 4 Financial Analysis Checklist should be performed on each member of each consortium in the usual way. 
Not all tenders may be suitable for consortium supply arrangements and if this is the case, a note to that effect should be included in the initial OJEU notice.
4. Financial Analysis Checklist For High Risk (e.g.) Ranked and Single Supplier Frameworks and Contracts

Supplier Checklist

	Name of PQQ Applicant/Tenderer:

	Results of Analysis

	Financial Analysis – minimum standards



	Parent Company Name (if applicable)
	

	Parent Company Registration Number (if applicable)
	

	Supplier Registration Number
	

	Is this a bid from a consortium of companies 

? If so then this checklist must be completed for all members of the consortium
	

	Request and review supplier annual accounts and notes to the accounts and ensure that the supplier does not have any significant and/or outstanding liabilities such as loans, overdrafts and other financing commitments.
	

	Where applicable - Date Supplier Last Filed Accounts.  Are accounts overdue? 

If so, then additional information should be requested from the supplier, if this information is not provided then eliminate the supplier from the tender process.
	

	Have the auditors for the supplier qualified the accounts?  
	

	Where accounts are unqualified - Request a Banker’s reference and Accountants’ references;

If this is negative then the supplier should be eliminated from the tender process.
	

	Is the annual contract value greater than * % of the main supplier turnover?

If so, then this supplier should be considered a high risk with regards to this tender.

*% to be determined by the User Intelligence Group or the Purchasing Manager managing the process. 
	

	Check the Insolvency Service website to ensure the supplier and any Directors are not classed as insolvent.

If they are then eliminate the supplier from the tender process.
	


Overall Opinion – Pass/Fail:
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