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STATUTORY INSTRUMENTS

2014 No. 3337

The Single Source Contract Regulations 2014

PART 3

Pricing of contracts

Procedure for determining final price adjustment

16.—(1) The amount specified for the purposes of section 21(4)(b) (value of qualifying defence
contract of or above which this regulation applies) is £5,000,000, and an adjustment may be made
to the total price payable by the Secretary of State under a qualifying defence contract (“final price
adjustment”) if either—

(a) the price payable under the contract—

(i) has been determined by the firm pricing method, the fixed pricing method or the
volume-driven pricing method; and

(ii) the total value of the contract is of or above that amount; or
(b) the price payable under one or more defined components of the contract—

(1) has been determined by the firm pricing method, the fixed pricing method or the
volume-driven pricing method; and

(ii) the total value of the defined component or components the price of which has been
so determined is of or above that amount.

(2) The amount specified for the purposes of section 21(5)(b) (value below which direction
excluding final price adjustment may be made) is £50,000,000.

['(2A) Where the price payable under the contract includes one or more defined components

which use a regulated pricing method other than the firm pricing method, fixed pricing method, or
volume-driven pricing method, the value of such component or components shall be disregarded for
the purposes of paragraph (2).]

(3) The matter specified for the purposes of section 21(6) (matters to which the Secretary of State
must have regard in deciding whether to make such a direction) is the effect that making a direction
might have on the terms of any subsequent contract that the Secretary of State expects to enter into
with that primary contractor.

(4) A final price adjustment may only be made where the amount of the adjustment would be
at least £250,000.

(5) The Secretary of State may, within—
(a) three months after receiving a contract costs statement (regulation 29), or
(b) 15 months after the contract completion date,

whichever is the sooner, notify the primary contractor that the Secretary of State intends to make
a final price adjustment.

(6) The primary contractor may, within three months after providing a contract costs statement,
notify the Secretary of State that it intends to make a final price adjustment.
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(7) Where a notice is given under paragraph (5) or (6), the Secretary of State and the primary
contractor must attempt to agree the amount of the final price adjustment, but if they are unable to
reach an agreement either the Secretary of State or the primary contractor may refer the matter to
the SSRO for determination.

(8) A reference under paragraph (7) may be made—
(a) after the contract completion date; but
(b) no later than two years after the contract completion date.
(9) In making a determination, the SSRO must have regard to—
(a) the information that was available to each party at the time of agreement;

(b) whether the parties disclosed, in a timely manner, the facts and assumptions they used to
determine the allowable costs or the contract profit rate;

(c) efforts made by the parties to determine whether any allowable cost included in the price
payable under the contract met the requirements set out in section 20(2)(a) to (c);

(d) any evidence that reductions in the actual costs under the contract are due to efficiency
measures taken by the primary contractor.

Textual Amendments
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