
 
 
 

 

 



 
 
 

 

 

 



 
 
 

 

 

  

 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
  



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
 

 



 
 
  



 
 
 

 

 

 

 



 
 
 

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 

 

Babcock International Group Plc 

 

 

√  



 
 
 

Introduction  

 

QUESTION 1 - Do you have any comments on the updated Single Source Cost 

Standards?  

 

Yes   No 

 

Please add comments: 

 

 

 

 

 

 

 

 

QUESTION 2 - Do you think there are any other sections of the guidance that would 

benefit from further clarity? 

Yes   No 

 

Please add comments: 

 

 

 

 

  

The guidance for allowable costs is very useful in enabling contractors to develop their 

understanding of, and assurance frameworks related to, the Single Source Contract 

regulations.   We are appreciative of the work the SSRO have done to try to improve the 

guidance. 

In line with this we would suggest that a process is established to update this guidance 

on a regular basis, to particularly include further information which may arise through 

the opinions and/or determinations which the SSRO will make from time to time.   This 

would be helpful to ensure that a ‘case law’ type system does not develop, with 

guidance being held in different documents. 

Please note that the comments below are in addition to those discussed during the 

meeting between Babcock and the SSRO on 5 April 2016 and within the information 

supplied at that time. 

As mentioned above we appreciate the work the SSRO has done to provide further 

clarity within the allowable costs guidance and believe it is an improvement.   There are 

some areas where we believe all parties would benefit from further guidance. 

Rework – we support the inclusion of the section on ‘rework as part of a complex 

process’ as being allowable.   Further to this and in order to be explicit over the point 

that a level of rework is involved in most engineering tasks, it would be useful to include 

terms such as ‘non-zero level of rework’ as being allowable.   The section on insurances 

should also be updated to make reference to the changes in language made here. 

Reasonableness – as agreed by all parties at the SSRO workshop on 4 May 2016, costs 

need to be viewed in the light of the overall contract, for example if savings have been 

agreed through productivity improvements or efficiency gains.   We believe the guidance 

should reference this as it would be useful to ensure that these factors in a contract are 

considered alongside specific costs when determining if they should be allowable. 

Applicable rates – contractual costs are often calculated on the basis of historic rates.   It 

would be useful to have guidance as to which rates should be used as a reference or 

‘baseline’, in particular with reference to the timing of publication of any rates. 

 

 

 √ 

√ 



 
 
 

  
Inflation – we believe there is some confusion as to how to apply the ‘reasonableness’ 

criteria to inflation calculations.   In light of the SSRO recognition that in certain 

circumstances benchmarks are not available to adequately represent the supply and 

demand dynamics of a market, it would be very helpful to include reference to other 

sources of evidence for inflation, e.g. historic trends, as being acceptable. 

Warranties – we are of the understanding that general warranties, requested by the 

customer, to cover ongoing support for periods after contract completion may be allowable 

costs.   It would be useful to have a reference to this in the guidance to avoid confusion 

with the guidance on insurances. 

Project specific assets – whilst noting that capital expenditure should be recovered through 

depreciation, amortisation or impairment, in certain circumstance assets are purchased for 

the exclusive use of a single contract.   It is our understanding that in these special 

circumstances, provided the assets fulfil the AAR criteria, they could be included as an 

allowable cost.   It would be very helpful to highlight that there are cases where capital 

expenditure may be allowable as a direct contract charge. 

Evidence – the regulations clearly place the burden of proof for meeting the AAR criteria on 

the contractor.   Recognising this, it would be useful to have a section of the guidance on 

the principles of evidence.   For example, we understand that the situation where historic 

costs cannot be separately identified for referencing should not make them disallowed 

costs, and it would be helpful to highlight that in such cases apportionment methodologies 

may be acceptable. 

Research and development – the requirement to offset any allowable costs relating to R&D 

by any tax benefits received relating to that R&D disadvantages defence contractors in 

comparison to other industries.   In normal circumstances, a company could reasonably 

expect to receive returns on their R&D investments through both sales to customers and 

tax benefits.   We believe it is only fair to replicate this in the guidance.   In addition, we a 

not clear under what circumstances IP would be an allowable cost, when tax credits for IP 

would need to be applied, or whether it is recognised that the cost of pursuing tax credits is 

allowable, so should appreciate further clarification on these areas. 

Availability type contracts – for contracts where the MoD is requesting availability or open 

support, specific resource profiles and the timing/quantum of costs may be difficult to 

calculate due to the nature of when the customer might call on the supplier to provide 

services.   It would be useful to have guidance as to what methodologies should be used to 

establish allowable costs.   This is separate to idle facilities/capacity as the MoD is 

specifically contracting for an option to call on the supplier, but without setting a demand 

profile.    

Established contracts – we believe that there should be a comment, within section 10, 

recognising that these cost guidelines should not contradict previously established MoD 

agreements.   In cases where agreements to recover costs from the MoD through future 

contracts are in place, these should be explicitly allowable in order to avoid unintended 

penalising of industry. 

Damages and compensation – there may be circumstances where damages and 

compensation costs may be legitimately incurred, for example with relation to sub-

contractors, so we believe further detail should be included recognising that these costs 

may be allowable depending on the contract and the allocation of risk within it. 



 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Risk – as discussed at the workshop hosted by the SSRO on 4 May 2016, we note the 

guidance on risk is at an early stage of development.   We agree with the need to hold a 

dedicated workshop to look at this and would again request to be in attendance.   We 

would suggest that this should be held before the revised guidance is published so the 

outcomes can be included.   If this is not feasible then we believe the guidance should 

include reference to this so as not to cause confusion that the guidance is absolute and 

settled on this area. 

AAR example checklist – we applaud the SSRO’s intention to provide a checklist to help 

identify if costs meet each of the three criteria, however we are not sure whether the 

lists published achieve that aim, and should benefit from a further review.   For example, 

some of the points appear more relevant to other criteria than the one they are listed 

under or they do not appear to be specifically relevant to QDCs/QSCs any more than 

they are relevant to any MoD contract.   We also do not believe that criteria such as 

whether something would bear public scrutiny is a relevant measure as long as a cost is 

required for the performance of a contract. 

 

 

 



 
 
 

 

 



 
 
 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 

 

  



 
 
 

 

 

 

 

 

  

  



 
 
 

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. 

 

 

The Boeing Company 

 



 
 
 

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 have any comments on the updated Single Source Cost 

Standards?  

 

 

Yes   No 

 

 

Please add comments: 

 

 

 

 

 

 

 

  

2.1-2.4; Background and 4.1-4.4 Previous Guidance. This is not statutory guidance, nor is 

it required, except for 4.4 sunk costs (to be moved to appropriate statutory guidance 

section). 

 

4.3-4.5; sunk costs. ‘The parties would make appropriate arrangements such that is 

should be unnecessary for any question to arise…’ Sunk costs must be defined. All 

committed work should be outside of the SSCS definition. Where contacts are converted 

to QDCs by agreement on amendment then all costs, pricing, commitments, and 

liabilities arising from the contract before amendment shall be exempt from the DRA. 

Each party agrees that it will not make any reference to the SSRO with regard to any 

matter arising from or related to the contract prior to that amendment. Contract 

reporting under the DRA shall be limited to the amendment alone. No sub-contract 

under the un-amended contract requirements shall become a QSC. 

 

5.2-5.7; This is not statutory guidance and the definition is outside of the scope of 

Statutory Guidance on Allowable Costs. The footnote on ‘primary equipment’ is an 

artificial construct and has no application under the Regulations.  

  

 

 

 

 



 
 
 

  7.3; ‘essential…at pricing and contract delivery….costs are…demonstrably linked to the 

output delivered…’This hurdle is inappropriate for many overhead costs, total business 

costs, or costs that are for another purpose, however benefit the QDC/QSC through a 

subsequent potential lowering of cost. Direct costs can be demonstrably linked to the 

contract. For indirect costs, they benefit the business as a whole at a realistic scale. They 

may benefit the contract in question or the pricing of future work. Allowance of costs 

that benefit future work is consistent with the comparability principle. 

Remove this requirement for indirect costs and redefine in terms of ‘benefit to the 

contract or the appropriate business overhead’. Also after ‘are evidenced’ suggest 

insertion of ‘if requested by the Secretary of State’. 

 

7.4; ‘It is expected that any costing system….allow the identification of costs as they are 

allocated’. Wording is loose, ‘any costing system’. This is not consistent with many 

company accounting/ERP/MRP systems. Allocation of cost and incurring cost may be at 

very different times across multiple projects. Actual costs are often derived using 

algorithms (usually agreed with MOD and documented in the QMAC). What is meant by 

the “costing system”? Is costing methodology the correct term? Distinction needs to be 

made between the core accounting system and the MoD costing system that draws 

upon the accounting system data.  

 

8.1; Cost identification and measurement; Inclusion of ‘demonstrably linked’ again; 

Definition of ‘total cost’ here including all options/variations in inappropriate. This 

requires wider consideration for reporting (separate from threshold testing); ‘In line with 

International Financial Reporting Standards’. As before, demonstrably linked is an 

inappropriate test. Suggest Removal of the definition of total cost, the SSCRs should 

define at least two levels of contract value/cost – for thresholds and reporting, as the 

requirements are separate. Many contractors do not report under IFRS. 

 

8.6; ‘Overhead and indirect costs which cannot be directly attributed….though 

necessarily having been incurred during the performance of the QDC’. This is too strong 

a test for many indirect costs. It also ignores the wider business benefit that may exist: 

Selling and Marketing in reducing cost to MoD/Developing product. Some costs will be 

incurred before/after the performance of the QSC. 

 

9.2; Section missing. 

 

9.4; ‘A cost is Attributable if incurred directly or indirectly in the fulfilment of the QDC in 

question and necessary to fulfil the requirements of that contract.’  

- Bullet 4 in blue box. ‘Does the cost have a causal relationship with the contract, in the 

sense of being required for its delivery?’  

- Bullet 6 in blue box ‘incurred in fulfilling the specification of the QDC’ 

These tests are too harsh for indirect costs. They do not permit a wider business benefit, 

nor the recovery across wide general overhead pools. The test should be re-written: 

- Costs should be recovered in a consistent manner (subject to agreed recovery 
methodologies), the basis of indirect cost apportionment is reasonable, equitable and 



 
 
 

  10.2; ‘Costs that are assessed as being allowable….expected to be reconcilable to actual 

costs incurred.’ This criteria is invalid for estimated allowable costs and in any case not 

required by the Act. Suggest specifying for actual costs, or estimated costs where the 

pricing relies on a previous actual. 

 

10.4; Reference to fixed assets. This language is inconsistent with modern GAAP and 

should refer to ‘non-current assets’. Reference to ‘Changes in valuation of assets…’ 

needs to define what changes, e.g; fair-value adjustments, impairment, revaluation, 

depreciation. Reference to ‘No recovery of depreciation charges where the costs have 

been recovered through other means’ should be limited to no recovery where recovered 

from the MoD through other means. 

 

10.5; Replace the reference to ‘IFRS’ with ‘GAAP’. 

 

10.6-10.8; New section on risk.  This shows a fundamental misunderstanding of risk, and 

the BPR does not address estimated/programme risk. Contractors must price, so that on 

average, the outturn is at the priced profit rate (or the contractor/MoD will be 

advantaged). The variability around that outturn is risk. Contractors cannot influence the 

price of, say, steel; however they must assess the likely actual costs and price it in. The 

BPR should assess the variability of this outcome (the shape of the distribution curve) 

and this methodology would lead to fair and reasonable prices, with reward for 

variability and therefore riskier contracts. 

 

10.11 and 10.12; Replace the reference to ‘IFRS’ with ‘GAAP’. 

 

10.15; ‘MoD had agreed to it in advance of the research being undertaken’. Research 

should be replaced by development. Material development programmes only should be 

agreed in advance. 

 

10.16; ‘Due to the timeframes that research and development programmes can span, it 

may be difficult to reach final decisions on the treatment for pricing…’. Research and 

Development are separate issues, this is not relevant for research and ‘research’ should 

therefore be deleted. 

 

10.17; Pension Costs. ‘Whether pension costs are Allowable……dependent upon whether 

it is a defined benefit or defined contribution scheme’. Both types of scheme are 

Allowable, only the quantum/what elements are allowable are in question. Suggest 

deleting this sentence. 

 

10.17; ‘Any pension costs claimed must reconcile with those shown in the contractor’s 

income statement, otherwise these will be disallowed’. This statement is assumed to 

mean the pension accounts statements? If so the sentence should be reworded or 

deleted. 

 



 
 
 

  11.1; Inflation (bullet 12) ‘with regard to labour or costs of material, which is not 

evidenced against the appropriate benchmark data’. What is the benchmark data? There 

will be many different data sets to assess the appropriate level of inflation. This 

statement is not required, simply part of AAR evidence and so should be deleted. 

 

11.1; Sponsorships (bullet 14). Some sponsorships should be allowable, such as 

graduate/apprentice sponsorship and Reservists. This is stated Government policy. 

 

12.3; ‘Exceptional or abnormal costs will not generally be allowed where they relate to 

normal commercial business risk and any discussions around closure or rationalisation of 

plants must ensure that value for money remains the primary consideration. Contractors 

must demonstrate innovation and efficiency in the proposals they submit for reducing 

the costs associated with the closure or rationalisation of a plant.’ Is this section 

necessary as plant closures would not normally be part of a normal delivery contract. 

 

12.4; ‘…net cost of rationalisation/closure must be tested and recovered against the 

benefits associated with the other sites or joint venture’. The validity and relevance of 

section is not understood. Any perceived windfall to the contractor from, say, increased 

volumes and overhead reductions on fixed/firm contracts elsewhere should be 

addressed in the contract terms. 

 

12.8; Idle Facilities; ‘…unused due to a change in government or defence policy which 

could not have been predicted by the contractor’. All facilities will become idle 

eventually and this can be foreseen, but this should not be a criteria of allowability. 

 

12.9; ‘payment’. This is not an AAR matter and should be deleted. 

 

12.12; Pensions ‘Any costs that do not relate to current year service costs, and are 

factors relating to financing costs, investment performance, insufficient contribution 

levels in previous years and other activities not directly connected with the current year, 

are generally not Allowable.’ This sentence is inconsistent with 12.11. Suggest removing 

and / or consolidating with 12.11 and 12.12 with 10.17. 

 

12.14; ‘Development expenditure that gives rise to an intangible asset should be 

attributed to the relevant product or products of the contractor’. This sentence conflicts 

with guidance in section 10. The accounting treatment is not a criterion of allowability 

and should be deleted. 

 

12.14; ‘The costs of this research expenditure would be recovered through the costs of 

the relevant products when they are sold’. Should ‘research’ read ‘development’.  In any 

case Accounting does not define allowability and this sentence is contradictory to earlier 

sections on research and development and should be deleted. 

 

12.15; ‘Expenditure made in respect of the research phase of a project that will not 



 
 
 

   

13 and 14; Sections on Cost allocation and Authority Responsibilities are not statutory 

guidance and should be deleted. 
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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 

 

 

Leonardo-Finmeccanica 

 

X  



 
 
 

Introduction  

QUESTION 1 - Do you have any comments on the updated Single Source Cost 

Standards?  

 

Yes   No 

 

Please add comments: 

 

General comments 
The clarifications and amendments incorporated into this version of the guidance are 
welcomed.  We believe that the guidance now better recognises the environment within which 
business and costs are incurred and better defines the methods of treatment of costs that are 
not directly allocated to a contract.  There are, however, areas of the guide that could be 
further improved and these are set out in the answer to Question 2.    

 

 

QUESTION 2 - Do you think there are any other sections of the guidance that would 

benefit from further clarity? 

 

Yes   No 

 

Please add comments: 

1. Allowable Costs - Principles 
At present, the guidance contains a mix of general and statutory guidance. To remove 
ambiguity, it would be helpful if the guidance covered statutory guidance only, with 
supplementary general guidance being provided in a separate document, as necessary. Whilst 
it is correct to insist on International Financial Reporting Standards as the basis of assessment 
of allowable costs, we believe that costs which: (i) only appear in consolidated financial 
statements or; (ii) are only required to be computed and disclosed for the group or 
intermediate holding company, should also be considered.  We also believe that bullet 4 of 
paragraph 7.1 should continue after “incurred” with: “on the basis that a contractor can 
demonstrate that there are adequate controls in place to be able to assure that costs that do 
not meet all criteria are excluded”.  This would helpfully supplement a re-worded paragraph 
7.3 along the lines of: “In addition, allowable costs are those that are evidenced and 
demonstrably linked to the output being delivered under the qualifying defence contract or 
qualifying sub-contract”.  In that regards, consideration should also be given to the extent to 
which costs and credits arising as a consequence of: (i) IAS 39 and the treatment of fair value 
hedging; and (ii) IAS 21 and the effects of changes in Foreign Exchange Rates should be 
recognized as costs. 
 
 

 x 

x 
 



 
 
 

 
2.  Guidance on Appropriate, Attributable and Reasonable Costs 
The contractor’s costing system for the development of rates as used for its recording of cost 
will differ from that used for MoD estimating, pricing and reporting, since IFRS require costs 
passing though inventory to be valued exclusive of period expenses. In the regard, part of the 
QMAC disclosure is for contractors to advise how the financial accounting rates differ from the 
rates used to develop MoD rates.  This issue is fully understood by the MoD and Industry and 
should be acknowledged in the guidance.  It would be helpful if a few examples on each type 
of cost were included in the guidance to aid understanding of what is “appropriate”, 
“attributable” and “reasonable and we stand ready to work up some case studies if that would 
be helpful. 
 
3.  Cost Classifications 
This section of the guidance conflates depreciation; amortisation; and impairment and needs 
to be amended to clearly distinguish between these very different accounting treatments.  
Similarly, the paragraphs on risk are difficult to follow and should distinguish between 
estimating and programme risk as well as what constitute a contingency.  In regards to 
redundancy payments, the Government does not restrict payments of its own staff that it 
makes redundant to the statutory minimum but makes a reasonable judgement and follows 
best practise. Likewise, Industry should be allowed to include redundancy costs that are 
reasonable in the circumstances.   To improve the clarity of the guidance we would 
recommend that the section on PV Research and Development should follow IAS 38 since this 
makes better alignment of costs classifications in this area.  Similarly, we would recommend 
that the section on Pension Costs should follow IAS 19 and, in particular, where there are such 
circumstances of an equitable apportionment of the costs accruing to a reporting entity or 
Business Unit.   
 
4.   Miscellaneous 
In regards to marketing and sales, we believe this section requires further thought as it does 
not take account of the costs of long lead-in times to MOD contracts and the costs that 
contractors incur over a period of years.     
 
5.  Next Steps 
When the final document is issued, it would be helpful if the revised guidance came into effect 
several weeks after publication. This would give the parties responsible for compliant pricing 
time to accommodate changes needed for estimates prepared for contracts that are not yet 
awarded.  It would also be helpful if the SSRO provided reasonable accounting consideration to 
those contracts converting from ‘Yellow Book’ or ‘Competitive’ to ‘Qualifying’ contracts.  
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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 

 

 

 

 

Lockheed Martin UK Ltd 
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Introduction  

 

QUESTION 1 - Do you have any comments on the updated Single Source Cost 

Standards?  

 

Yes   No 

 

Please add comments: 

 

 

 

 

QUESTION 2 - Do you think there are any other sections of the guidance that would 

benefit from further clarity? 

 

Yes   No 

 

Please add comments: 

 

 

 

Para 
Reference 

Comment/Response 

4.4 Upon amendment of a contract where the contract becomes a QC, SSRO expects 
the parties would make appropriate arrangements to agree that sunk costs are 
allowable and parties will not seek to reclaim costs. While we agree with this 
position to allow for contract certainty how would this be possible if the Act and 
Regulations states that upon amendment of a contract, should it become a QDC 
that the whole contract would fall under the Regulations and the contract would 
require to be re-priced applying the AAR principles.  We believe that a literal 
interpretation of the regulations would make this whole element of the process 
unworkable and undermine financial accounting principles 

5.10 “…the SSRO will determine definitively whether the costs are Allowable Costs and 
may adjust the contract price…”  Given that the guidance is principles based 
should the agreement a contractor reaches with MOD and captured in the 

See attached  

 

See attached  [below] 

 

 

X 

X  



 
 
 

contract be the defining conclusion.  It seems that the contract is now being 
influenced by a third party not party to the agreement.  It would be better if the 
SSRO identified examples where the principles were not being correctly 
interpreted and that information used as precedence setting for future 
agreements.  Only where the parties had sought a determination should the 
contract price be subject to adjustment because the act of seeking a 
determination means the contract price was agreed as a provisional rather than 
when the parties reached agreement and the contract is enacted as a final 
position. 

7.1 + 14.1 Who determines what evidence is adequate and sufficient? What is the SSRO's 
definition of this? It would be helpful for a more objective position as the current 
terminology is far too subjective to be workable. 

7.2 The onus is upon the primary contractor of a QDC to demonstrate to SoS that 
costs meet those requirements set out in the guidance as being allowable. What 
about QSC and their requirements to meet AAR principles when the Supplier holds 
detailed information as commercial sensitive and only MOD gets access to the 
information below the level 1.  If costs are unallowable we would expect at that 
point a directive to flow from the SSRO (or MOD) to the supplier because of the 
specific nature of such discussions.  Our experience to date, albeit limited, is that 
we are “impotent” in regards to challenging the supplier as we do not have access 
to the detail required to have such discussions. 

8.1 “…The total cost, including those costs properly adjusted for applicable variances 
of a contract, is the sum of the direct and overhead or indirect costs demonstrably 
linked to the contract, incurred or to be incurred, and includes the value of all 
options or variations that may apply. The allocation should be based on a 
contractor’s normal accounting system and policies and in line with International 
Financial Reporting Standards….” In this context MA and B&P are costs normally 
part of a company’s accounting practice via the “indirect cost” route (Para 8.2) yet 
they are being disallowed because there is no direct benefit to the contract.  In 
this case spreading costs across all of the cost base reduces the costs to a single 
customer, how is this not seen as a benefit.  Creating a stand-alone rate for QDC 
which applies all the costs associated with that QDC will have the net effect of 
increasing costs for a QDC because it should not get the general benefit associated 
with indirect spreading.  In addition, if a QDC will not hold its share of the indirect 
cost then it should not receive benefit should speculative bids result in new 
business – you can’t treat QDC’s one way and then change once the speculative 
risk has been borne. 

8.6 The guidance recognises that overhead and indirect costs are incurred during 
performance of a QDC and QSC for the conduct of the contractors business in 
general and cannot be identified and measured as directly applicable to the 
performance of that contract. However, the last sentence states that the cost 
meet AAR principles. There is risk that the MOD will question each item of 
overhead/indirect spend and ask that it meets AAR principles focusing on how the 
costs are attributable when CAAS has already audited the QMAC and agreed what 
is applicable.  There should be one point of audit and agreement to provide 
certainty in doing business with MOD. 

9.4 States that a cost can be attributable directly or indirectly for the fulfilment of the 
QDC and necessary to fulfil the requirements of that contract. But how can we 
prove this? An example of this is S&P spend, where this is an overhead/indirect 
cost, that although not necessary to a particular contract, it could be reducing the 
rates in the future by bringing in additional base.  If we decide to treat S&P or 



 
 
 

B&P/IRAD costs differently by excluding them, we would not be able to complete 
the checklist. It will not be consistent with our normal accounting practices. 

10.13 Bullet point 5 should exclude funding from the supplier as general R&D. This 
should be an allowable cost for a project. 

10.18 “Marketing and Sales should only be considered allowable if they are 
demonstrably linked to a QDC or QSC.” The SSRO has said that this should be 
retrospective therefore we can only claim the costs once we can prove that 
additional base has been created therefore reducing overhead rate, therefore 
price. In this case, MOD are taking all the benefits but not any risk associated with 
Marketing and sales spend. How will we account for the retrospective adjustment 
as part of financial accounting practices? Spend will occur in one year and the 
recovery of that spend may occur in future years. How are contractors going to 
manage their overhead spend?  A separate accounting system will need to be in 
place for the MoD and will have less certainty in terms of overall accounting than 
has hitherto been the case.  This cannot be efficient and certainly is not helping a 
contractor manage its budgets and balance sheets effectively. 

10.19 It is not clear how a contractor proves benefit to overheads as a result of 
marketing spend if the overall benefit of spreading costs across the cost base is 
not a recognised benefit.  Further, assuming retrospective benefit goes against the 
principle of spreading costs across the cost base.   

11.1 A definition of sponsorship would be appropriate here 

Section 13 “…A contractor will follow its own normal accounting systems…” ..and “…The 
contractor’s costing system must be the same for MOD work as it is for other work 
in which it is engaged thus ensuring that the allocation of costs can be relied upon 
as being both fair and transparent…..”  By disallowing MA and B&P from the 
Overheads pool such action is breaking that guidance.  We disagree that such 
costs should be disallowed as the general benefit is reflected in the lower costs 
across all customers. 

13.3 How can our accounting system be the same for MOD work as it is for other work 
if we have to exclude elements of Marketing and Sales and BP? 
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As a member of ADS, and with representation on their Defence SSCR Advisory Group, we 

are aware of both their response to this consultation and of the process of engagement 

that led to the development of that response. We believe that the ADS submission is 

clear and well articulated and we are fully supportive of it. 

 

As a specific comment, and recognising that this point is covered in the ADS submission, 

we would make the observation that a mix of general guidance and statutory guidance 

does have the capacity to confuse. It is our view that this statutory guidance should be 

exactly that. 
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General Points 

 The document reflects a significant improvement to that which was published in February 
2015. There are however still a great deal more improvements to be had.  

 The document issued by SSRO should have been clearly marked as “Draft for consultation” 

 The pdf file reference should be appropriate to the document. Its current title of 
“Single_source_cost_standards_-_Statutory_guidance_on_Allowable_Costs _20_April_2016_-
_FINAL_FOR_WEB.pdf “ risks causing confusion. 

 The content of the document should be restricted to what ever constitutes ‘statutory 
guidance on Allowable Costs’. The document as currently drafted contains SSRO’s thoughts on 
a number of topics that are either outside of the SSRO’s scope to issue statutory guidance or 
not within the scope of allowable costs. 

 When SSRO issues the final document it would be helpful if the revised guidance came into 
effect some days or weeks after publication. This would give the parties responsible for 
compliant pricing time to accommodate changes needed for estimates prepared for contracts 
that are not yet awarded. 

 As the statutory guidance that is applicable to an individual contract is the statutory guidance 
that was in place when the contract was entered into the date on the header page should be 
complete e.g. 1st July 2016 

 The SSRO needs to give consideration and include consideration as to which version of 
statutory guidance is applicable to each individual tasks or orders placed under a framework 
arrangement. The tasks/orders placed under a framework agreement are each separate 
contracts so does the applicable statutory guidance apply to all contracts placed within the 
framework or to each contract as awarded? 

 The excessive use of bullets (e.g. pages 14 and 15) makes referencing more difficult than it 
need be. Sub-paragraph numbering should be used. 

1. Introduction 

 It would be helpful to promote paragraph 4.5 to become paragraph 1.4.  

2. Background 

 Paragraphs 2.1 through 2.4 are not statutory guidance and should be removed or moved to the 
dialog that accompanies publication. 

4. Previous guidance 

 Paragraphs 2.1 through 2.4 are not statutory guidance and should be removed or moved to the 
dialog that accompanies publication. 

See immediately below this box for my comments on question1 (I had no idea how to 

extend the size of this box without over writing the text immediately below) 
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 Paragraphs 4.3 and 4.4 should be contained within a separate section. The SSRO have failed 
to give adequate accounting consideration to the arrangements which could apply to 
contracts converting by agreement between the parties from ‘Yellow Book’ or ‘Competitive’ 
to ‘Qualifying’ contracts. I have set out my thoughts on this topic at the end of this 
submission. 

5. Application of this guidance 

 Paragraph 5.1 is a duplication of paragraph 4.5. Using different words just risks confusion. 
Additional words may be needed to cover application to (1) tasks or orders placed under a 
framework arrangement; (2) conversion of a contract from non-qualifying to become a 
qualifying contract by agreement; (3) undefinitised options (if these are permitted within the 
framework of a single qualifying contract). 

 Paragraphs 5.4 through 5.7 are outside the scope ‘guidance whether costs about allowable 
cost under qualifying defence contracts’. Also the content is, I believe, poorly worded (to the 
extent that it is incoherent) and erroneous (muddle of costs and price, ‘material’ rather than 
what I thought the more normal ‘goods’ or ‘stores’, segregation of primary and non-primary 
equipment when there is no such segregation in the Act or Regulations). Happy to talk further 
if SSRO feels it needs to include something within statutory guidance ‘about whether costs 
about allowable cost under qualifying defence contracts’ as looks to be outside the scope of 
what the SSRO is required to issue guidance over. 

 Paragraph 5.10 should remove ‘defence’ as the topic also applies to QSCs. 

Importance of Allowable Costs 

 Paragraphs 6.1 and 6.2 do not provide statutory guidance. I believe that such dialog should be 
removed from the statutory guidance document and incorporated into the webpage 
preamble. 

 Second sentence of 6.3 lacks dialog as to why the SSRO does not provided such guidance. The 
SSRO should consider saying that the methodologies employed should be equitable and 
consistently applied. In fact the SSRO’s guidance does say quite a lot about methodology to 
calculate (e.g. IFRS, section 13) appears to have been missed by the authors and reviewers. 

Principles of Allowable Costs 

 Paragraph 7.1 looks trite e.g. how does ‘fully recorded and reflected’ differ from plain 
‘recorded’. ‘Actual costs’ are actual costs and the financial records will comprise actual costs 
regardless if they are allowable or not. Even if the cost is not allowable that is not to say that 
it was not properly incurred. For the first bullet it is not that each cost needs to be supported 
by adequate and sufficient evidence but rather that the contractor has to ensure that there 
are adequate controls in place to be able to assure that cost that do not meet all 3 criteria 
are excluded.  

 Paragraph 7.3 suggest reword as follows ‘It is essential to the establishment of Allowable 
Costs, both at pricing and contract delivery stages, that Allowable Costs, if requested by 
the Secretary of State, are able to be evidenced and demonstrably linked to the output 
being delivered under the qualifying defence contract or qualifying sub-contract.  

 I’ve modified paragraph 7.4 before I comment ‘It is expected that any the costing system and 
costing methodology employed by contractors will allows the identification of costs 
allocated to qualifying defence contracts. This should enable the testing and evidencing of 
those costs to ensure that they meet the criteria for Allowable Costs.’ For those companies 
utilizing ERP systems that aggregate requirements there will not be the full definition of the 
costs that arise from kitting or sub assembly manufacture where that parts are returned to 
common inventory. Actual costs will be derived using algorithms (often previously agreed 
with MOD and frequently accommodated within the QMAC). The expectation I understand 
to have been expressed by SSRO may only be achievable for labour based contracts unless 
the SSRO means ‘costs allocated to qualifying contracts’ to include bundled costs adjusted 
for manufacturing variance in accordance with an appropriate algorithm. I suggest that the 
SSRO engages in full dialog with MoD CAAS to attain an adequate understanding of ERP 
systems as they are typically used to support manufacturers in the performance of their 
business. 



 
 
 

 Paragraph 7.5 misleads. Actual costs are required for all pricing methods (contract close 
report, used as basis of estimate for subsequent contract price estimation). I’d separate out 
the second sentence, as it is an important stand-alone principle. 

Costs 

 The wording of the final sentence of paragraph 8.1 implies that the SSRO requires IFRS to 
apply to all contractors (else the contractor’s normal accounting system will not be in line 
with IFRS). I think it better if the SSRO say that the amount of cost that will be considered as 
allowable is the amount that would have applied if the contractor had prepared its financial 
reports in accordance with the requirements of full EU adoption of IFRS. I assume that when 
SSRO says International Financial Reporting Standards (IFRS) it means EU adopted IFRS and not 
FRS 102. I do not believe that the SSRO has authority to require unlisted EU companies to 
adopt EU IFRS but it is able to say that the amount of costs that are assessed for allowability 
need to be corrected to the value that would have been reported if the business had 
accounted on that basis. The SSRO should not duck this issue; IFRS should be the basis of 
assessment of allowable costs. 

 Staying with the IFRS topic. The SSRO needs to give consideration within the statutory 
guidance on Allowable Costs to those types of costs that only appear in consolidated financial 
statements, (e.g. Goodwill impairment and impairment/amortization of those intangible 
assets that arose as a consequence of initial recognition on business combination), and those 
costs that are only required to be computed and disclosed for the group or intermediate 
holding company (e.g. IAS 19 for group schemes). Consideration also needs also to be given by 
the SSRO within the statutory guidance as the extent to which costs and credits arising as a 
consequence of (1) IAS 39 and the treatment of fair value hedging, and (2) IAS 21 should be 
recognized as costs; The Review Board for Governments Contracts contained a page setting 
out, what I believe to be sensible arrangements (I drafted them). 

 Paragraph 8.3 add ‘or cost object’ after type 

 Paragraphs 8.4 through 8.6 are not statutory guidance but rather a lay and overly simplistic 
overview.  US FAR provide a basis for the SSRO to plagiarize. I’d read 31.201-1; 31.202 and 
31.203. The FAR also makes to key point that like costs incurred in similar circumstances is to 
be treated in the same way (direct or indirect). Happy to dialog further if it is helpful. 

Guidance on Appropriate, Attributable and Reasonable 

 Paragraph 9.2 is missing 

Appropriate 

 A few examples would assist. Suggest charitable donations, as they should be wholly paid for 
by the shareholders rather than MoD as a customer.  

Attributable 

 Again examples would assist. 

 Fist paragraph is unnecessarily prescriptive e.g. allocation of depreciation of individual 
buildings to an overhead recovery rate used in the pricing or reporting of a qualifying contract 
should not be restricted to those buildings used to fulfill the requirements of that contract 
else there will be an impossibly high number of rate numerators and denominators. It matters 
that the basis of indirect cost apportionment is reasonable, equitable and consistently 
applied; not that each indirect cost is necessary to fulfill the requirement of that contract. 

 Second paragraph final sentence needs to be further considered. For overheads the recovery 
rate estimated for pricing of a contract is dependent upon not only the numerator forecast 
but also the denominator; any error of estimation will either leave some cost unrecovered or 
over-recovered. 

 Blue box 1st bullet. Suggest ‘accounting’ rather than ‘business’. 

 Blue box 3rd bullet. The words used later are ‘notional transactions’, suggest consistency. 

 Blue box 4th bullet. “required’ is a harsh test as any cost that could have been avoided is 
considered as non attributable even if the contract costs would have otherwise have been 
higher. I’d consider using use ‘having a beneficial relationship or maintaining capability’ 
rather than ‘being required’; the test should support business costs such as maintenance of an 
apprentice scheme that has no beneficial impact upon the contract in work at that time. 



 
 
 

 Blue box 5th point. I am at a loss to understand this question. 

 Blue box 6th point. ‘Specification’ should be replaced ‘requirements’ and the test should be 
restricted to direct costs (see comments on 1st paragraph). 

Reasonable 

 2nd paragraph the wording within the US FAR (Part 31) is far clearer. The costs would not 
exceed those that would be expected to be incurred by a prudent contractor engaged in 
commercial contracts. 

Guidance on costs generally Allowable 

 Paragraph 10.2. Rather than ‘actual costs incurred’ did you mean ‘statutory accounts’. If not I 
don’t understand what ‘costs …. will be expected to be reconcilable to actual costs’ means. 

Depreciation, amortisation and impairment 

 Paragraph 10.4 is a muddle. Depreciation relates to Property, Plant and Equipment (PPE) 
whilst amortisation relates to intangible assets other than Goodwill. Impairment in this 
context relates to either PPE or intangible assets (including goodwill). Intangible assets are 
either acquired in the normal course of business (e.g. capitalized development costs, 
procured software) or arise as a consequence of a business combination (IFRS 3). The final 
sentence is unclear; can the SSRO give examples of what it has in mind. 

 Paragraph 10.5 is also a muddle and provides inconsistent guidance. The SSRO needs to 
separately consider 3 types of intangible assets; (1) assets acquired in the day to day 
execution of an ongoing business, (2) intangible fair value assets recognised by the acquirer 
on business combination, (3) Goodwill (accounted for either on the basis of NCI on a net 
assets or fair value basis). The value of a company on acquisition is what the buyer considers 
to be the current value of all future cash flows; these future cash flows are largely driven by 
expectations of the future profit stream. Goodwill (NCI aside) is the difference between the 
price paid and the fair value of net assets acquired. (3) An impairment of Goodwill occurs 
when forecast of these cash flows are revised downwards (profits expected from the acquired 
company are reduced; arguably the SSRO are delivering this through its changes to the 
methodology in calculating the baseline profit rate). The accounts of the acquired company 
do not contain Goodwill or fair value Intangible Assets recognised on acquisition; they are 
included in consolidated accounts of the acquiring company. The SSRO in taking the step not 
to adjust the calculation of baseline profit rates by exclusion of intangible assets and 
consequential amortisations and impairment set aside any reasonable basis for profit 
comparability. The SSRO by inclusion within allowable cost statutory guidance that such 
amortisation/impairment can be considered an allowable costs fails to have considered how 
such a cost would pass the SSRO’s own statutory guidance as appropriate (by its nature it is 
not), attributable (again for the reasons set out above it is not), and reasonable (again it 
fails). Type (2), is essentially a subset of what otherwise would have been goodwill save the 
acquirer was able to assign a value on acquisition of the business on combination. Two wrongs 
do not make a right!  Type (1), this should be allowable (just as depreciation is allowable). 

Risk 

 Paragraphs in this section should be more simply expressed. SSRO should state that cost 
estimates should be based on available empirical evidence (including use of recorded costs of 
analogous transactions and maintained cost estimating relationships) and developed whereby 
they amount to the mean expected outturn of cost. The extent of variability in the cost 
outturn and costs falling above the mean is rewarded through the contract profit allowance ( 
and in particular inclusive of any adjustment to the baseline profit allowance).  Evidentially 
based estimates minimize the use to which management judgement is needed to be 
incorporated within cost estimates (as risk and/or contingency must only be included within 
cost estimates to the extent to which the overall cost estimate is consistent with the mean 
expected outturn of cost and risk to the extent to which it has been previously incurred i.e. 
risk previously incurred is already contained within in the actual cost experience used to 
development the estimate). The SSRO is able to make the simple statement that risk should 
not be included within cost estimates but rather estimates, based on available empirical 
evidence, should developed to reflect the amount of cost that is, on average, expected to be 
incurred. Similar arrangements should apply to contingencies. 



 
 
 

 The SSRO should revise the 9th 10th bullet points of paragraph 11.1 and move the dialog to this 
section. 

Redundancy Payments 

 Add the word ‘minimum’ before ‘rates laid down’. The government does not restrict 
payments of its own staff that is makes redundant to the statutory minimum. The costs should 
be allowable if they are reasonable in the circumstances. It must not be that a mean spirited 
CAAS accountant or MoD contracting officer is able to just say ‘no that is more than the 
statutory minimum and is therefore unreasonable’. The payments need to be considered on 
the basis of the test of AAR. The statutory guidance should say this if it needs to say anything 
at all. 

Private Venture research and development 

 Paragraph 10.12. Suggest add IAS 38 at end of 1st sentence. The 2nd and 3rd sentences are a 
separate point. 

 Paragraph 10.13 5th bullet. This needs far greater consideration; if a product is developed for 
multiple customers then MoD should only pay in proportion to its take up (see you 1st bullet in 
this paragraph); any R&D tax credits need to be deducted (see your section 12.16 and 12.17). 
I think that the point SSRO is trying to make is already fully expressed in the 3rd (and 4th) 
bullets to section 10.13. To say more just gives rise to confusion. 

 Paragraph 10.14. Suggest alter ‘research and technology’ to either ‘development’ or ‘research 
or development’ so as to be consistent with IAS 38. 

 Paragraph 10.15. ‘research’ should be replaced by ‘product development’ so as to be 
consistent with earlier part of the same sentence. 

 Paragraph 10.16.’It may be possible’ should be replaced by ‘ MoD and the contractor may 
agree’ 

Pension Costs 

 Second sentence, to be consistent with other sections should say ‘International Financial 
Reporting Standard’ rather than ‘accounting standards’. 

 The SSRO should consider IFRS standard IAS 19 paragraph 41. In such circumstances an 
equitable apportionment of the costs should accrue to the reporting entity or BU. 5th primary 
bullet also needs to be reconsidered in this regard. 

Marketing and sales 

 Paragraph 10.18. I have no idea what SSRO intends by inclusion of ‘and should be 
retrospective in nature’. Contractors incur costs over several years in the securing of 
contracts (this is particularly true of MoD and their single source contracts); some contracts 
are never awarded and some contracts are awarded to a competitor. 

 Paragraph 10.19. As contractor’s cost rates are in no small part driven by load (the 
denominator used for calculation of rates) the SSRO should not be so mealy mouthed and 
require it to be ‘proven’ as there will never be a parallel universe where this could support 
such a proof. Financial impact analysis leading to a reasonable expectation that this is the 
case should be all that is required.  

Reworks 

 The SSRO should only support classification of costs as unallowable if they do not satisfy 
appropriate, attributable or reasonable. SSRO’s exclusion of ‘reworks’ should only occur when 
the tests are met i.e. where the extent or amount of rework is not reasonable under the 
circumstances. To have any other interpretation is for the SSRO to have issued guidance that 
is not structured in accordance with the requirements of section 20(2)(a)-(c) of the Act. 
Similar consideration needs to be given to 17th bullet point of 11.1. 

Refunds 

 First sentence gives complete coverage of the topic 

 To the extent that EU Emissions Trading System needs to be discussed this should be done as 
separate topic 

Insurance 



 
 
 

 I have agreed with FinExperts Ltd and Yusani Ltd that they will fully cover this topic including 
the 15th and 16th bullets from 11.1 below 

Guidance on costs which are generally not Allowable 

 4th bullet. Add ‘, damages’ after ‘Civil’ 

 9th and 10th bullets. Incorporate within ‘Risk section’ after consideration of my comments 
made above in that section. 

 11th bullet. This is asinine. The ‘labour rates as they comprise a numerator (aggregated 
employment costs) and a denominator (load)’ cannot be evidenced as AAR, it is only the 
individual elements that should be considered. There can be dialog and even settlement over 
allowablity of elements of the cost but just render the totality of labour cost as ‘not 
allowable’ is crass. 

 12th bullet. As above bullet, costs must not be summarily dismissed as not ‘reasonable’ and 
therefore unallowable just because the basis of estimation is inconsistent with CAAS or MoD’s 
contracting officer expectations that were based on benchmarks supplied by SSRO or other 
body. 

 13th bullet. Consider undergraduate and postgraduate sponsorships. I agree that charitable or 
non-business sponsorships should be not allowed. 

 14th bullet. Duplicates 4th bullet above. 

 Move 15th and 16th bullet to Insurance section10.22 after full consideration of content and any 
duplication  

 17th bullet move to Reworks section 10.20 after correction and removal of  duplicated content 

 Paragraph 11.2. First 2 sentences are hardly statutory guidance 

Exceptional or Abnormal Costs 

 12.1 does not look like statutory guidance 

Costs associated with the closure or rationalisation of a plant 

 Paragraph 12.3 ‘must demonstrate innovation and efficiency’ is unnecessary, as the cost needs 
to be reasonable. 

 Paragraph 12.4 ‘netted off’ rather than ‘recovered’ else I don’t understand what the SSRO 
requires. 

 Paragraphs 12.9 and 12.10 look to belong to this section. Paragraph 10 should only need to be 
advised to the SSRO if the separate agreement is a qualifying contract.  

Pensions 

 This whole section looks to cover the same ground as section 10.17 

Research and Development tax credits 

 Paragraphs 12.14 and 12.15 relate to Private venture research and development which is 
covered in paragraphs 10.12 through 10.16. What is included 12.14 within the first two 
sentences of 12.14 is wrong and inconsistent with the correct analysis contained with the 4th 
bullet of 10.14. Paragraph 12.15 is just plain wrong; the research phase of a project is not 
able to be capitalized as an intangible asset (See IAS 38 of International Financial Reporting 
Standards) and what is contained within the earlier section 

 Paragraph 12.16 add ‘or’ between ‘cash’ and ‘offsets’ 

 Paragraph 12.17 is muddled. The ‘matching principle’ relates to the matching of revenues 
with its associated costs. Delete ‘The matching principle needs to be applied so that’.  

Cost allocation practices 

 Paragraph 13.1. There is no requirement under the Act nor the regulations for contractors to 
submit a QMAC to MoD. I would support SSRO implementing such a requirement within the 
statutory guidance (if such inclusion would not be ultra vires) and for the SSRO to take 
ownership of the QMAC form. The word ‘cost’ needs to be added before ‘accounting’ and the 
word ‘normal’ deleted. 

 Paragraph 13.2. Replace ‘own accounting system’ with ‘consist ant cost accounting practices’ 

 The contractor’s costing system for the development of rates as used for its recording of cost 
will differ from that used for MoD estimating, pricing and reporting as International Financial 



 
 
 

Accounting Standards require costs passing though inventory to be valued exclusive of period 
expenses. This is fully understood and part of the QMAC disclosure is for contractors to advise 
how the financial accounting rate pack differs from the rate pack used to develop MoD rates. 
The underlying traffic is the same for all. I suggest SSRO engage with MoD CAAS to 
comprehensively understand this topic.  

 Paragraph 13.5 is nothing to do with Section 13 and should be removed as the dialog is 
covered elsewhere. 

Authority and responsibilities 

 2nd bullet. Remove ‘primary’ ‘and where applicable subcontractors’ and add ‘for qualifying’ 
after ‘that’. 

 

QUESTION 2 - Do you think there are any other sections of the guidance that would 

benefit from further clarity? 

 

Yes   No 

 

 

Please add comments: 

 

 

 

Conversion of a pre-existing prime contract to become by agreement between the parties a 

qualifying defence contract 

As I’ve noted in comments made above in section 4 I wanted to express separately my 

concerns with the approach taken by the SSRO in 4.4 

The Act as approved by parliament cannot be varied by MoD, the contracting authority if it is 

other than MoD, the contractor, or the SSRO wishing that it said something different than 

what it says. The regulations, as approved by Parliament apply to those same parties until such 

time as the regulations are amended (and even then any amendment needs to fit within the 

framework of the Act). SSRO recognizes that it cannot issue statutory guidance (for those 

topics it is required to issue supporting statutory guidance) that is inconsistent with either the 

Act or the regulations.  

There is much within the legal framework that could have been differently considered by the 

Parliamentary drafters but we are constrained by what is there. Further consideration should 

have been given in a number of areas that are unnecessarily blunt e.g. (1) pricing of non-

developmental items with a verifiable market price (the only option today is for the Secretary 

of State to exempt such contracts wholly); (2) regulation 14 and application where the parties 

cannot agree that the costs are severable; (3) application of regulation 5 to single source 

framework agreements. 

As I read the law, as approve by parliament, prime contracts (that were not previously 

exempted by the Secretary of State) are able (upon incorporation of a change and agreement 

See immediately below this box for my comments on question 2 (I had no idea how to 

extend the size of this box beyond the end of the page) 

 

 

X  



 
 
 

between MoD and the contractor) to become qualifying defence contracts. In such 

circumstances the contract price for the whole contract needs to be re-determined in 

compliance with the pricing formula. The pricing formula comprises (1) allowable costs 

(consistent with SSRO’s statutory guidance unless it is to be set aside as following it would 

result in perverse outcome) and (2) profit allowance applicable to those costs (also derived in 

accordance with SSRO’s statutory guidance unless it is to be set aside as following it would 

result in perverse outcome). Even if the SSRO stated in its statutory guidance (on (1) Allowable 

Costs and (2) Calculation of the Contract Profit Rate) that following statutory guidance to costs 

(and profit rate applicable to those costs) incurred prior to conversion of the contract to be a 

QDC we are far from out of the woods even if everyone could convince themselves that this is 

consistent with what Parliament intends.  

A contact that is converted is subject to a continual progression of estimated costs to 

become actual costs and in the short term a high proportion of that actual cost is only 

capable of being an estimate of what is incurred. Examples of why this is likely to be 

very difficult include (1) anonymised inventory within an ERP accounting system can be 

considered to have been incurred (sunk) or only incurred at the point of allocation and 

therefore not incurred (sunk), (2) non-recurring costs may have been incurred and 

prices previously used for articles or services already supplied may have apportioned 

this cost to each supply, (3) for article availability inventory laid down (already 

incurred) would typically be spread across the period of contract performance and 

therefore not yet recovered by the contractor as income arising from prices for prior 

periods. If it were easy then it would be simple enough to terminate the early contract 

for convenience and open a completely new contract, because it is not easy this 

approach provides no effective solution. I can’t easily conceive the circumstances 

where an informed and prudent MoD or contractor would ever enter into an 

agreement to convert a contract to becoming a QDC.   

There is of course no authority under the law to convert a pre-existing sub-contract to become a 

QSC. 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

 



 
 
 

Page Ref  Comments  

4 4.2 Single source defence contracts entered into before 18 December 
2014 do not come within the Single Source Procurement Framework 
unless the contract is amended on or after 18 December 2014 and the 
parties agree that it is to be a qualifying contract. Contracts under the 
previous regime which are not brought within the Framework will 
continue to be governed by such guidance as was provided under the 
Yellow Book arrangements. 

We suggest the following revision: Single source defence contracts entered into 
before 18 December 2014 do not come within the Single Source Procurement 
Framework unless the contract is amended on or after 18 December 2014 and the 
parties agree that it is to be a qualifying contract. Single source contracts under the 
previous regime signed before 18 December 2014 which are not brought within the 
Framework by amendment will continue to be governed by such guidance as was 
provided under the Yellow Book arrangements. 
 

4 4.4 If costs have already been incurred when the Amended Contract 
becomes a qualifying contract (referred to here as ‘sunk’ costs) the 
SSRO expects that the parties would make appropriate arrangements 
such that it should be unnecessary for any question to arise under the 
SSRO’s guidance in relation to the sunk costs. Such arrangements may 
include stating in the Amended Contract that:  
• the parties agree that the sunk costs are Allowable Costs; and  
the parties will not seek to reclaim costs or to claim additional costs 
in respect of the period prior to the Amended Contract becoming a 
qualifying contract. 

The term ‘sunk costs’ may need to be defined. MOD would suggest defining or 
referring to it as ‘work that has been committed.' This would cover situations where 
the work to be carried out and the price has been defined, but not all of the output 
has been defined. This would be more pragmatic and more likely to lead to an 
agreement to convert. 
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4 4.5 The parties to qualifying contracts must have regard to the SSRO’s 
statutory guidance in force at the time of entering into the contract. 
This guidance is issued and takes effect on the date stated on the 
cover page and applies to qualifying contracts entered into on or after 
that date. 

MOD suggests that MOD and contractors should be able to jointly agree to use 
updated guidance.  
We agree that MOD and contractors must assess the allowability of estimated costs 
using the statutory guidance in force at the time a contract is entered into. 
Although not stated explicitly here, it follows that during the life of the contract it 
would be equitable for actual costs to be assessed against the same statutory guidance 
used for the estimates – even if this guidance had since been updated. To do this, 
recovery rates would have to be calculated using the same statutory guidance. 
Following this logic through, it would mean that in future years a contractor with 
several live QDCs let in different years could require multiple rate decks to be agreed, 
one for each version of statutory guidance in force at the time each contract was let.  
This situation was no different under the Yellow Book.  However given that in general 
the changes made from one Yellow Book to the next were immaterial,  MOD and 
contractors ‘silently’ agreed to a single set of rates each year based on the latest 
guidance.  
It could be assumed that the same will happen under the SSPF. However given the 
new focus on allowability of costs (e.g. sales and marketing) it is not inconceivable that 
a contractor might want to argue the case for actuals to be computed on earlier 
guidance if it is to their advantage. 

5 5.2-5.4 Part of the criteria for qualifying defence contracts is that their value 
is above the thresholds specified in the Regulations. The total net 
contract value, including any options, payable to contractors 
(excluding VAT) is used to establish whether the threshold values 
have been met. All revenues pertaining to a contract have to be taken 
into account, including… 

This section should be deleted. Definition should be derived from the Act/Regulations.  
 

5 5.5 Contract value means the value of a contract (net of VAT) which the 
contracting authority expects will be payable under the contract:  

For consistency with both 5.3 above and the Act, the term ‘excluding VAT’ should be 
used in place of ‘net of VAT’. 
 



 
 
 

5 5.6 – 5.7 For clarity the following contracts and sub-contracts are described in 
the Regulations as being contracts of an international nature which 
may not be qualifying contracts: 
 • a contract to which the government of any country other than the 
United Kingdom is a party; and  
• a contract made within the framework of an international 
cooperative defence programme, between sovereign nations. 

We suggest that an approach consistent with that used in 5.2 is adopted i.e. rather 
than repeating wording from the Act or in effect straying into FAQ territory, wording 
to the following effect should be adopted: “A contract is not a Qualifying Defence 
Contract if it meets one or more of the definitions set out in Part 2, paragraph 7 of the 
Regulations.” 
 

6 5.10  The parties to a qualifying defence contract may apply to the SSRO to 
determine the extent to which costs are Allowable Costs. If such a 
referral is made, the SSRO will determine definitively whether the 
costs are Allowable Costs and may adjust the contract price in 
consequence of the determination. The SSRO has published guidance 
as to how it will deal with such referrals for a determination. 

(MOD does not consider this statutory guidance) 

7 7.1 To be Allowable, a cost must meet all three criteria of Appropriate, 
Attributable and Reasonable. The principles of the criteria are: 

 That costs are Allowable when supported by adequate and 

sufficient evidence; 

 Actual costs should be assigned to contracts only once; 

 Estimated costs only be assigned and not reflected again 

once they become actual; and  

 Actual costs are to be fully recorded and reflected in the 

books of account as being properly incurred.  

This section may cause complication and therefore should be amended to suggest that 
sufficient evidence is needed for the SofS to be satisfied that the costs satisfy the 
standards in the legislative framework.  

7 7.3 It is essential to the establishment of Allowable Costs, both at pricing 
and contract delivery stages, that Allowable Costs are evidenced and 
demonstrably linked to the output being delivered … 

This should be extended to also include those costs which result in a ‘benefit to’ the 
contract.  

7 7.5 This guidance applies to estimated costs (for example for the firm, 
fixed, target, and volume-driven pricing methods under Regulation 
10 of the Regulations) and to actual costs (as in the cost plus and 
estimate-based fee pricing methods). It is further recognised that 
some costs are incurred in advance of a contract. 

“It is further recognised that some costs are incurred in advance of a contract”.  We 
would appreciate additional clarity on this issue.   

8 8.1 The total cost, including those costs properly adjusted for applicable 
variances of a contract, is the sum of the direct and overhead or 

Replace ‘demonstrably linked’ with ‘allocated to’. 



 
 
 

indirect costs demonstrably linked to the contract, incurred or to be 
incurred, and includes the value of all options or variations that may 
apply. The allocation should be based on a contractor’s normal 
accounting system and policies and in line with International Financial 
Reporting Standards 

Change last sent to : the allocation should be based on date from the contractors 
normal accounting systems.  

8 8.5 A direct cost is a cost that can be completely attributed to the 
production or delivery of specific goods, works or services required to 
fulfil the qualifying defence contract or qualifying sub-contract. Direct 
costs may consist of materials, labour or other costs related to the 
production of a specific product, building or service. The parties must 
always be satisfied that the cost is Appropriate, Attributable and 
Reasonable. 

We suggest that the word ‘completely’ should be deleted as it is not always possible 
to say that a cost is 100% direct. 
We also suggest that the underlined words are deleted as they are similar but slightly 
different to the words used in the first sentence of 8.5 and are therefore both 
unnecessary and potentially confusing. 
 

8 8.6 Overhead and indirect costs are defined as those costs which, though 
necessarily having been incurred during the performance of the 
qualifying defence contract and qualifying subcontract for the 
conduct of the contractor’s business in general, cannot be identified 
and measured as directly applicable to the performance of that 
contract. These costs cannot be directly attributed to a single contract 
but may be apportioned to individual contracts. The parties must 
always be satisfied that the cost is Appropriate, Attributable and 
Reasonable. 

We suggest that the words underlined should be deleted.  All costs, whether direct or 
indirect must be “identified” to be allowable 

8 9.1 Costs are Allowable to the extent they are Appropriate, Attributable 
and Reasonable. These criteria apply to all costs of a qualifying 
defence contract or qualifying sub-contract. The guidance and 
checklists below set out the principles to be followed when 
determining whether a cost might meet the Appropriate, 
Attributable and Reasonable criteria. The boxes below provide a 
checklist of key questions that should be considered when assessing 
the treatment of costs and the likelihood that they are Allowable. 

It is not clearly described how the “checklists” should be used.  Must ALL conditions 
be satisfied?  Or are they merely indicative?  It is important for a user of the guidance 
who is assessing a Qualifying Contract for the first time to know this. 
 

Paragraph 9.2 is missing 

9 9.4 All costs should be incurred by the contractor and applied to the 
qualifying defence contract or qualifying sub-contract on a basis that 
is consistent with the contracting company’s overarching cost 

The sentence underlined could be clearer by saying ‘costs should only be recovered 
once.’ 
 



 
 
 

accounting practices. The costs should be costs not recovered in any 
way from another contract, whether past, existing or proposed. 

 

We do not believe it is helpful to have separate sections for ‘Costs generally Allowable’ and ‘Costs which are generally not Allowable’. 
Having two sections means that guidance on the same topic (e.g. ‘Reworks’ and ‘Faulty workmanship’) is split. In our opinion it would be better to have all the guidance on a 
specific topic in one area. 

10 9.5 A cost is Reasonable if by its nature it does not exceed what might be 
expected to be incurred in the normal delivery of a contract such as 
the qualifying defence contract or qualifying sub-contract in question, 
whether under competitive tendering conditions or as a single source 
contract.  

This should be re-written to reflect Section 13 of the DRA. 

10 10.4 Depreciation and amortisation charges are to be calculated at the 
contractor’s own rates, provided they are consistent, equitable and 
relate to the fixed asset values.  

Replace underlined with noncurrent assets.  

11 10.5  The treatment of intangible assets, such as ‘Goodwill’, held on 
balance sheets, may be an Allowable Cost if the impairment action 
has been taken in accordance with International Financial Reporting 
Standards and should be approved by the Secretary of State. Any 
increase in value of an intangible asset will not reduce Allowable costs 
under the contract.  

The reference to Goodwill being an allowable cost should be removed. We do not 
think Goodwill should be an allowable cost.  

11 10.6-
10.8 

Estimated risk may be defined as a risk over which the contractor has 
an element of control. Estimated risk may be an Allowable Cost where 
it has been modelled and agreed by the Secretary of State as being 
Appropriate, Attributable and Reasonable. 
Estimated risk is separate from programme risk which may be defined 
as a risk over which the contractor has little or no control. Programme 
risk may be covered under the provision of an adjustment to the 
baseline profit rate. 
Any risks identified and managed as estimated risk in the contract as 
an Allowable Cost cannot relate to a programme risk and vice versa. 

Risk and uncertainty are covered in several areas of this guidance and also in the 
guidance on adjustments to the baseline profit rate. Several different terms are used 
on the topic e.g.  
- cost risk 
- price risk 
- estimated risk 
- programme risk 
- risk based contract 
- contingency cost 
- cost contingencies 



 
 
 

Further detail on programme risk is covered in the SSRO’s guidance 
on Contract Profit Rate. 

Given that there is no consistant definition of thses terms, and the risk issue is very 
complicated, we suggest restricting the guidance at this point to saying ‘ costs 
associated with compensating the contractor for risk should be clearly set out and only 
be recovered once. Further guidance on this topic will be issued in due course.  

11 10.9 Stock losses and obsolescence should be charged directly to the 
contracts to which they relate as Allowable Costs. In circumstances 
where it is not possible to identify stock losses or obsolescence costs 
that specifically apply to contracts then they may be accepted for 
inclusion as Allowable Costs. This will only apply when the 
contractor’s costing system is able to isolate these stock losses as an 
indirect overhead. Contractors will be requested to provide evidence 
to support any claimed obsolescent stock write-offs and be able to 
demonstrate that these were not as a result of poor storage, handling 
or control. 

Change underlined to reflect that MOD may request.  
We suggest: “Stock losses and obsolescence are Allowable Costs provided that the 
Contractor, unless these costs were the result of poor storage, handling or 
control.  These costs should be allocated directly to specific contracts wherever 
possible.  Where this is not possible they should be classified as indirect costs.” 

11 10.10 Redundancy payments made in the normal course of business, and 
which are in accordance with the rates laid down by statute, may be 
included in Allowable Costs.  

MOD agreement is necessary for payments in excess of those rates, except where they 
have been made as part of a pre-assessed scheme and subject to materiality 
threshold.  

11 10.11 Where employee benefits payments are made for items such as profit 
sharing schemes, shares or benefits in kind, which are an element of 
employees’ normal remuneration, then these may be included in 
Allowable Costs. The cost of shares issued to employees at favourable 
prices, is to be arrived at in the manner prescribed by the relevant 
International Financial Reporting Standards. Payments of staff 
bonuses must be in line with company policies. In order for these cost 
items to be considered Reasonable, contractors must be able to 
provide supporting evidence. Exceptional bonuses payable following 
the sale of a company or part thereof are not part of normal 
remuneration and are unlikely to be considered Allowable Costs. 

Not all businesses will report in accordance with IFRS. We suggest that the wording 
should refer to ‘relevant financial reporting standards’. 



 
 
 

12 10.14 Abortive research and technology expenditure should be treated in 
the same way as any other research and development expenditure 
and be admitted for recovery. The charges must be a fair 
apportionment of the contractor’s unfunded private venture product 
development, meet the Appropriate, Attributable and Reasonable 
criteria (whether or not these have been carried forward in the 
contractor’s accounts) and be calculated on the basis of the forecast 
total sales of the product or service. 

Paragraph is unclear and unnecessary . It should be removed.  

13 10.17  Whether pension costs are Allowable and, if so, in what amount, will 
be dependent upon whether it is a defined benefit contribution 
scheme. Contractors will account for pension costs under the relevant 
accounting standards. Any pension costs claimed must reconcile with 
those shown in the contractor’s income statement, otherwise these 
should not be Allowable 

Remove as MOD pay for current year service charges and any admin related costs.  

13 10.18 Marketing and sales costs can only be considered Allowable, if they 
are demonstrably linked to a qualifying defence contract or qualifying 
sub-contract. Marketing and sales costs may include such items as 
salary costs and related staff expenses (travel and subsistence), sales 
and marketing campaigns and other related commercial activities, 
and should be retrospective in nature. 

(See also our comment re ‘demonstrably linked’ in 7.3 above). This is another complex 
area. 
Suggest replacing it with: S+M costs are allowable if it can be demonstrated that they 
lead to a net reduction in costs to the contract and are quantifiable. 

13 10.19 A demonstrable link should evidence some financial benefit to the 
qualifying contract as a result of the particular sales and marketing 
expenditure. This may include a reduction to overheads across a 
qualifying business unit where it can be proven that any such benefit 
was enabled by successful sales and marketing effort. 
 

We suggest that the words underlined should be replaced with: 
‘For example, a reduction in the apportionment of fixed overhead allocated to the 
contract as a result of successful sales and marketing effort’. 
 
 

14 10.20 The cost of rework may be Allowable if it meets the principle of being 
Appropriate, Attributable and Reasonable, and is agreed between the 
contractor and the MOD. This may include: 
 • first in class, where rework occurs during the process of 
manufacturing an item for the first time;  
• rework that is agreed and is part of a complex process, which is 
evidenced in the circumstance; and  

Should be changed to read: 
Contractors must have appropriate quality management systems in place and be able 
to demonstrate the causes of re-work and wastage. 
 



 
 
 

• re-specification, which occurs due to a change in design from the 
MOD. 

14 10.21 Where reimbursements, credits, grants or refunds are received by 
contractors and cannot be identified to a particular contract then 
these should be apportioned to individual contracts to reduce 
Allowable Costs. For example, where a contractor can demonstrate 
that as part of its business activities it is taking suitable measures to 
minimise its emissions then any costs incurred to purchase permits 
under the EU Emissions Trading System may be deemed as being 
Allowable. The value of these Allowable Costs will be reduced by the 
value of any credits received through the sale of permits, whilst the 
cost of any breaches of emissions regulations will be excluded from 
any Allowable Cost calculations. 

In our opinion the guidance as written is unclear.  The example provided concerning 
spend re Emissions is not a good example and is likely to cause confusion.  Carbon 
allowances/credits are an entirely separate issue, and should be treated as such in the 
Guidance. 
 
We suggest that the guidance should state that: 
 
“Credits such as reimbursements, grants, refunds etc. must be included in cost 
calculations and deducted from Allowable Costs. Where such a credit can be 
associated with a corresponding cost, it must reduce that specific cost.   
Any credits that can be identified with a specific QDC/QSC should be treated as direct 
and reduce the costs of that specific contract.  Failing that, credits should reduce the 
appropriate overhead cost category.” 
 

We do not believe it is helpful to have separate sections for ‘Costs generally Allowable’ and ‘Costs which are generally not Allowable’. 
Having two sections means that guidance on the same topic (e.g. ‘Reworks’ and ‘Faulty workmanship’) is split. In our opinion it would be better to have all the guidance on a 
specific topic in one single section. 
For ease of reference please could each of the bullet points in 11.1 be numbered. 

14 11.1 Contingency cost can be included within a contract price, but cannot 
be an Allowable Cost in non-firm price contracts if the contingency 
has not arisen and therefore the contractor has not incurred an 
expense.  
Labour rates which cannot be evidenced as meeting the AAR 
principles.  
Inflation with regard to labour or costs of material, which is not 
evidenced against the appropriate benchmark data. 
 

Three items have been removed from the July 2016 version in section 11.1 (the costs 
which are generally not considered Allowable). MOD thinks that these 3 paragraphs 
should not have been deleted. The costs described here are not allowable and it is 
critical that the guidance should clearly state this is the case.  
Rather than say ‘non-firm price contracts’ it would be clearer to state  in which of the 
6 regulated pricing methods contingency costs are allowed. 
Why have labour rates been singled out? ANY cost that cannot be evidenced as 
meeting the AAR principles is not allowed.  This is written into the Act and does not 
need to be restated here. 



 
 
 

Why is this specific guidance on inflation required? Furthermore why limit the 
guidance to inflation of ‘labour or costs of material’? Any cost could be subject to 
inflation. 

14 11.1 Contingency cost can be included within a contract price, but cannot 
be an Allowable Cost in non-firm price contracts if the contingency 
has not arisen and therefore the contractor has not incurred an 
expense. 

The 10th bullet point in this paragraph states that contingency costs can’t be 
Allowable Costs “in non-firm price contracts” if the contingency has not arisen.  That 
principle should only apply to the extent that the pricing method used in the contract 
permits the recovery of actual Allowable Costs – it shouldn’t apply to all other pricing 
methods which are not firm price because some of those pricing methods obviously 
use estimated costs.  This should therefore be re-drafted along the following lines: 
“Where the pricing method used allows the recovery of actual Allowable Costs 
incurred by the contractor, contingency costs cannot form part of the actual Allowable 
Costs where the contingency event has not arisen and the contractor has not 
therefore incurred a cost” 

15 11.1  Cost or premiums and payments for insurance which cover 

that element of consequential loss that relates to profit are 

excluded on similar grounds. 

 Cost or premiums and payments for insurance which cover 

the contractor’s own defects in materials or workmanship 

incidental to the normal course of construction or 

manufacturing, including product liability insurance. This 

includes the insurance to repair defects in materials or 

workmanship, for any breach of contract, or consequential 

loss that relates to profit and therefore will not meet 

Appropriate, Attributable and Reasonable criteria 

Remove ” , including product liability insurance,” and “and for any breach of 
contract” 
Cost or premiums and payments for insurance, including product liability insurance, 
which covers the contractor’s own defects in materials or workmanship incidental to 
the normal course of construction or manufacturing. This includes the insurance to 
repair defects in materials or workmanship, and for any breach of contract and 
which, therefore, will not meet Appropriate, Attributable and Reasonable criteria. 

15 12.1  This guidance is applicable to all contract discussions between the 
MOD and contractors regarding Allowable Costs in regard to 
qualifying defence contracts and qualifying sub-contracts. Whilst the 
majority of discussions about whether costs are Appropriate, 
Attributable and Reasonable will be resolved without reference to 

Should state at the end “or between contractors to a qualifying sub-contract or 
proposed qualifying sub-contract”. 



 
 
 

further guidance there are a number of more complex issues that 
arise that may require additional guidance and this should be sought 
from the SSRO if agreement cannot be reached between the MOD 
and the Contractor. 

Section 12.5 of the July 2016 version has been removed.  We consider this paragraph necessary as it describes that fact that what follows are not the only exceptional or abnormal 
costs that are allowable but are costs that require further explanation. 

18 13.3 The contractor’s costing system must be the same for MOD work as 
it is for other work in which it is engaged thus ensuring that the 
allocation of costs can be relied upon as being both fair and 
transparent. 

This should not be a requirement. Provided there is a consistent system for MOD costs, 
this should suffice.  
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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. 
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