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PART A – GENERAL INFORMATION

DEFINITION OF TERMS

	1.1 
	Council
	means Oxfordshire County Council

	1.2 
	Council’s Representative
	Means Stephen King the Council’s representative who will coordinate all communications with the Tenderer in relation to this ITT.

	1.3 
	Invitation to Tender
(ITT)
	means this document and all its appendices which has been sent to all Tenderers. 

	1.4 
	Portal
	means the e-tendering system accessed via the South East Business Portal.

	1.5 
	Services
	means the goods, works and/or services sought by the Council in accordance with the provisions of this ITT. 

	1.6 
	Specification
	means the description of the Services contained in Appendix 1 to this ITT.

	1.7 
	Tender
	means a Tenderer’s response to this ITT. 

	1.8 
	Tenderer
	means the entity responding to this ITT. 

	1.9 
	Tenderer’s  Representative
	means the Tenderer’s representative who will coordinate all communications with the Council’s Representative in relation to this ITT.

	1.10 
	TUPE
	means the Transfer of Undertakings (Protection of Employment) Regulations 2006.





	BACKGROUND TO THE PROCUREMENT

	Contract Notice reference: I-1206

2.1  	Oxfordshire’s multi-agency safeguarding arrangements for both vulnerable adults 	and children are partnership-led by key statutory organisations across the county; 	the respective partnerships for these arrangements are called the Oxfordshire 	Safeguarding Adults Board (OSAB) and the Oxfordshire Safeguarding Children 	Board (OSCB). The children’s arrangements, in particular, are led by Oxfordshire 	County Council, Thames Valley Police and NHS Oxfordshire Clinical 	Commissioning Group. 
	Working Together to Safeguard Children’ 2018 - Chapter 1 paragraph 		requires[footnoteRef:1] the 	local safeguarding partners to deliver Multi-agency training collective 	understanding of local need and the services available to support children and 	young people. [1:  5. Multi-agency training will be important in supporting this collective understanding of local need and the services available to support children and young people. Practitioners working in both universal services and specialist services have a responsibility to identify the symptoms and triggers of abuse and neglect, to share that information and provide children with the help they need. To be effective, practitioners need to continue to develop 5 Section 10 of the Children Act 2004 requires each local authority to make arrangements to promote co-operation between the authority, each of the authority’s relevant partners and such other persons or bodies working with children in the local authority’s area as the authority considers appropriate.14 their knowledge and skills in this area and be aware of the new and emerging threats, including online abuse, grooming, sexual exploitation, child criminal exploitation and radicalisation. Practitioners should also continue to develop their understanding of domestic abuse, which includes controlling and coercive behaviour from perpetrators of domestic abuse, and the impact this has on children. To enable this, the three safeguarding partners should consider what training is needed locally and how they will monitor and evaluate the effectiveness of any training they commission
] 


2.2	Each partnership has a role in safeguarding training for local practitioners as well as 	in ensuring that safeguarding messages in terms of practice improvement, learning 	and resources are communicated clearly.  With respect to the children’s 	arrangements, in particular,  ‘Working Together’ Chapter 1 paragraph requires[1] 	the local safeguarding partners to deliver Multi-agency training collective 	understanding of local need and the services available to support children and 	young people  
2.3	On average the OSCB delivers safeguarding training to over 15,000 delegates a 	year. This is mix of e-learning, webinars training and face to face.   To manage such 	large numbers of training delegates, it is essential that the booking system is user 	friendly for both the delegates and the OSCB training team. There are a total of 	30,000 users registered on the system.  
2.4	The current provision for the OSAB is similar with the same requirements. However, 	the training turnover at present is along the lines of 2,000 delegates per year.  
  
	The current website provision for both Boards has the same purpose, which is to: 
	•	Promote the work of the board 
	•	Communicate key safeguarding messages 
	•	Increase awareness and use of training, procedures, tools, resources and 	    		guidance to promote good practice across the network

2.5	The scope of the tender is in three parts and all providers should respond with 	prices for each part: 
1. an OSCB Learning management System and an OSCB Website platform 
2. an OSAB Learning Management System and an OSAB website platform
3. a joint OSCB / OSAB Learning management System and a Joint OSCB / OSAB Website platform. The latter to have one landing page and two separately administered websites for each Board.  

2.6 	 Tenderers are invited to tender for the provision of the Services described at 	Appendix 1 Specification for a term of 3 Years with an option for the Council to extend 	for up to 2 years, anticipated to Implementation date on 1st February 2022 and 	Contract start Date 1st April 2022.


	INSTRUCTONS FOR COMPLETION AND RETURN OF ITT

3.1 	Please use the question and answer section of the Portal from where you 			          downloaded this document to ask any question(s) regarding this document and/or the 		ITT process. Please note that the Council will issue all questions and answers to all 		Tenderers unless a Tenderer specifies that a question is confidential, and the Council 		accepts that the question is confidential. The Council reserves the right to amend 		questions where necessary such that answers can be released without disclosing 		confidential material. 

3.2 	The documentation to be returned to the Council is listed as Sections A, B, C, D and 		E of this ITT. Failure to submit all documentation may result in your Tender being 		deemed non-compliant and not further considered by the Council.

3.3 	Additional attachments should be clearly labelled in relation to the Section and 	question. In addition please indicate under the relevant question that this has been 	done.

3.4 	Tenders must be in English.

3.5 	If you reproduce the ITT, the paragraph numbering, content or wording of the 	questions must not be changed in any way.

3.6 	Where a question is not relevant to your organisation, you should respond “Not 	Applicable”.

3.7 	Please do not supply general marketing, promotional or similar material in response to a question, unless such material is specifically requested or the material supplied is particularly relevant to the question. In either event, the material should be marked clearly to show your name, the number of the question to which it relates and, if appropriate, the page number or the section of the material which is relevant.

3.8 Please return an electronic copy of your Tender including any supporting material via the Portal from where you downloaded this ITT. Please allow sufficient time to upload all documents to the Portal before the deadline.

3.9 	Failure to submit your Tender by the closing time and date may result in your Tender 	not being considered.

3.10 	Tenders must remain valid and open for acceptance for six months from the closing 	date for return of the Tender.

3.11 	The Council may require you to clarify any part of your Tender or to supply additional 	information if it considers this appropriate.

3.12 	Where this ITT refers to UK legislation, qualifications, codes or similar matters you 	should, if you are established outside the UK, base your response on the equivalent 	legislation, qualifications or codes that apply in the relevant domestic jurisdiction.

3.13 	If you are a member of a group of companies (e.g. sister organisation, subsidiary 	etc.), the information in Section A of Part B of this Invitation to Tender should be 	completed on behalf of your organisation only and not on behalf of the group as a 	whole (except where group information is specifically requested).

3.14 	The Council will not accept a Tenderer’s terms of business in lieu of or in addition to 	the conditions included at Appendix 2. By submitting a Tender, Tenderers are 	agreeing to be bound by the conditions at Appendix 2 without further negotiation or 	amendment should their Tender be accepted, unless changes are agreed by the 	Council and such changes notified to all Tenderers prior to Tender submission.

3.15 The ITT documentation must be accepted in its entirety and no alteration or modification by the Tenderer can be allowed unless notified and confirmed in writing by the Council’s Representative before the closing date for submission of Tenders. If any alteration is made or if the instructions are not fully complied with the Tender may be deemed non-compliant and not further considered by the Council.

3.16 It is the Tenderer’s responsibility to ensure that all calculations and prices and other data in the Tender are correct at the time of submission. No amendment to the Tender documents will be allowed after the closing date for submission of Tenders. Unless otherwise explicitly set out, prices should be fully inclusive of all costs involved in delivering the Services and complying with the contract.
  
3.17 The Council reserves the right to:

3.17.1 waive or change the requirements of this ITT from time to time without prior (or any) notice;
3.17.2 withdraw this ITT at any time, or to re-invite Tenders on the same or any alternative basis;
3.17.3 choose not to award any contract as a result of the current procurement process or award the contract in part.  

3.18 The Council will not be liable for any Tender costs, expenditure, work or effort incurred by a Tenderer in proceeding with or participating in this ITT process including if the process is terminated or amended by the Council.

3.19 Although the information contained in this ITT is provided in good faith, the Council accepts no liability for any inaccuracy of information given or for any loss or damage arising therefrom.

4 TUPE

4.1 The Council considers that the Transfer of Undertakings Protection of Employment Regulations 2006 (TUPE) not apply. However, Tenderers must obtain their own information and advice as to the applicability of TUPE and the Council gives no guarantees or warranties in this regard.


5 SUBCONTRACTING AND CONSORTIA ARRANGEMENTS

Subcontracting arrangements

5.1 Where you propose to use one or more subcontractors to deliver some or all of the contract requirements, a separate Appendix should be used to provide details of the proposed bidding model that includes members of the supply chain, the percentage of work being delivered by each subcontractor and the key contract deliverables each subcontractor will be responsible for.

5.2 The Council recognises that arrangements in relation to subcontracting may be subject to future change, and may not be finalised until a later date.  However, Tenderers should be aware that where information provided to the Council indicates that subcontractors are to play a significant role in delivering key contract requirements, any changes to those subcontracting arrangements may affect the ability of the Tenderer to proceed with the procurement process or to provide the supplies and/or services required.  Tenderers should therefore notify the Council immediately of any change in the proposed subcontractor arrangements. The Council reserves the right to deselect the Tenderer prior to any award of contract, based on an assessment of the updated information.



Consortia arrangements

5.3 If you are completing this ITT as part of a proposed consortium, the following information must be provided:
· names of all consortium members;
· the lead member of the consortium who will be contractually responsible for delivery of the contract (if a separate legal entity is not being created); and
· if the consortium is not proposing to form a legal entity, full details of proposed arrangements within a separate Appendix.

5.4 Please note that the Council may require the consortium to assume a specific legal form if awarded the contract, to the extent that a specific legal form is deemed by the Council as being necessary for the satisfactory performance of the contract.

5.5 All members of the consortium will be required to provide the information required in Section A as part of a single composite response to the Council i.e. each member of the consortium is required to complete the form.

5.6 Where you are proposing to create a separate legal entity, such as a Special Purpose Vehicle (SPV), you should provide details of the actual or proposed percentage shareholding of the constituent members within the new legal entity in a separate Appendix.  

5.7 The Council recognises that arrangements in relation to a consortium bid may be subject to future change. Tenderers should therefore respond on the basis of the arrangements as currently envisaged. Tenderers are reminded that the Council must be immediately notified of any changes, or proposed changes, in relation to the bidding model so that a further assessment can be carried out by applying the selection criteria to the new information provided. The Council reserves the right to deselect the Tenderer prior to any award of contract, based on an assessment of the updated information.


6 SELECTION AND EVALUATION CRITERIA

Each compliant Tender received will be evaluated against a range of scored and mandatory criteria comprising the following: 

Phase 1 - Mandatory Criteria (Pass/Fail) (Section A)

Each Tender returned will be evaluated against mandatory criteria as set out in Table 1:

Table 1 Criteria for Phase 1 and respective weightings:
	Section
	Criteria
	Weighting %)

	1
	Potential Supplier Information
	Information only

	2
	Grounds for Mandatory Exclusion
	Pass/Fail

	3
	Grounds for Discretionary Exclusion
	Pass/Fail

	4 & 5
	Economic & Financial Standing
	Pass/Fail

	6
	Technical & Professional Ability
	Information Only

	7
	Modern Slavery Act 2015
	Pass/Fail

	8
	Additional Questions
	Pass/Fail


40
Any Tenderer scoring a Fail will be non-compliant and their Tender failed. 
Where a Tenderer answers Yes to questions 8.2.2, 8.3.2, 8.4.4, 8.5.3 and 8.6.1, a Pass will be subject to evidence of investigation and/or corrective action implemented to the satisfaction of the Council’s officers.

Phase 2 – Tender Proposals (Section B and C)

Tenderers must pass Phase 1 for their Tenders to be evaluated in Phases 2 and 3:

Any decision to award a contract(s) as a result of this ITT will be made on the basis of the Most Economically Advantageous Tender having regard to the following criteria:

The scored criteria set out in Table 2 using the mechanism for scoring set out in Tables 3 and 4

Table 2 Scored criteria for this ITT and respective weightings:

	Criteria
	Weighting (%)
	Sub-criteria
	Sub-criteria weighting (%)

	Quality
	60%
	Experience 
	10%

	
	
	Meeting the specification
	15%

	
	
	Innovation / road map / upgrades 
	5%

	
	
	Support and maintenance
	5%

	
	
	Training
	10%

	
	
	Implementation
	15%

	Price

	40%
	
	




Table 3 Scoring mechanism for the scored criteria of this ITT:

	Comment  
	Judgement
	Marks available

	Clear, relevant and well detailed response that addresses all the requirements and provides the evaluator with confidence that the service will be provided to an excellent standard.  Demonstrates in detail how all the relevant requirements of the specification will be met.
	Excellent
	5

	Clear and relevant response that addresses all the requirements and provides the evaluator with confidence that the service will be provided to a good standard.  Demonstrates how all or most of the relevant requirements of the specification will be met.  The information may lack relevant detail in areas, but this does not cause the evaluator concern over the future delivery of services.
	Good
	4

	Response addresses all or most of the requirements and provides the evaluator with confidence that the service will be provided to an acceptable standard. Demonstrates how all or most of the relevant requirements of the specification will be met.  However, the information lacks some relevant detail and/or raises issues which causes the evaluator minor concern over the future delivery of services.
	Satisfactory
	3

	Response addresses all or some of the requirements but does not provide the evaluator with confidence that the service will be provided to an acceptable standard. Demonstrates how all or most of the relevant requirements of the specification will be met. However, the information is lacking relevant detail and/ or raises issues which gives the evaluator more than minor concern over the future delivery of the services.
	Unsatisfactory
	2

	Response addresses all or some of the requirements but does not provide the evaluator with confidence that the service will be provided to an acceptable standard.  Fails to demonstrate how most of the relevant requirements of the specification will be met.
	Poor
	1

	Response does not address any of the requirements. Response fails to provide the evaluator with confidence that the service will be provided to an acceptable standard.  Does not demonstrate how any of the relevant requirements of the specification will be met.
	Failed
	0



Minimum Pass Threshold

Each Tender will be scored using the scoring matrix set out in Table [3]. The evaluation team will agree a consensus position on the scoring for each question/method statement. A moderator will record the evaluation scores and the rationale for the score.

	Please note that if there are any mandatory requirements in the Specification which 	are not met, the Council will treat your Tender as non-compliant.
	Any Tenderer scoring [2] or lower on any quality question will be non-compliant and 	their Tender failed.

	Any Tenderer scoring [4] or lower on [5] separate quality questions will also be 	deemed as non-compliant and their tender failed.
	If a tenderer scores 0 (failed) will they fail whole tender?

Table 4 Scoring mechanism for Price
      Tenderer’s price scores will be calculated based upon the lowest price submitted by Tenderers.
The Tenderer with the lowest price will be awarded the full score of 40%, with the remaining Tenderers gaining a pro-rated score in relation to how much higher their prices are when compared to the lowest price.
In the example below price is weighted as 60%:
	Tenderer
	Price
	(price - lowest price) / lowest price = % above lowest price
	100% - % above lowest price
	Score
Maximum points x (100% - % above lowest price)

	1
	£100
	(£100 - £100) / £100 = 0.00%
	100% - 0.00% = 100.00%
	60 x 100% = 60.00

	2
	£125
	(£125 - £100) / £100 = 25.00%
	100% - 25.00% = 75.00%
	60 x 75% = 45.00

	3
	£150
	(£150 - £100) / £100 = 50.00%
	100% - 50.00% = 50.00%
	60 x 50% = 30.00

	4
	£175
	(£175 - £100) / £100 = 75.00%
	100% - 75.00% = 25.00%
	60 x 25% = 15.00

	5
	£200
	(£200 - £100) / £100 = 100.00%
	100% - 100.00% = 0.00%
	60 x 0% = 0.00


Please note that no bidder will receive a minus score, so if the calculation does result in a minus score for price, a 0 will automatically be awarded.
Phase 3 – Economic & Financial Standing (Pass/Fail) (Section D)

Tenderers must be identified as the Most Economically Advantageous Tender at Phase 2 to be evaluated in Phase 3.

The Council will carry out assessment using three ratings models available via Procurement Catalyst and 2 years of accounts. Tenderers will be assessed using the criteria set out in Table 5:

Table 5 Scoring mechanism for Financial Standing
	Criteria
	Sub-Criteria
	Weighting
	Pass Mark
	Ratios

	Ratio Analysis
	Profitability 
	30%
	15/30
	Gross & Net profit to Turnover

	
	Liquidity
	30%
	15/30
	Interest Cover & Gearing

	
	Gearing
	30%
	15/30
	Current Ratio & Quick Ratio

	Turnover
	10%
	5/10
	Contract Percentage of Turnover

	Total
	100%
	50
	



Please refer to Section D of this ITT for more information on economic and financial requirements.
	
Where a Tenderer fails the financial stability test on their own financial information, a Parent Company Guarantee (PCG) may be offered. The Parent Company’s financial information will be assessed and must meet the pass criteria of Phase 3. Failure to provide a PCG in would be deemed a fail.


7 ADDITIONAL INFORMATION

7.1  Freedom of Information

All information provided by you in your response to this ITT will remain confidential and will not be disclosed to any other party except where required for official audit purposes or to the extent that the Council considers that disclosure is required pursuant to the Freedom of Information Act 2000 or any other applicable legislation, legal requirement or code of practice.

7.2  Confidentiality

By receiving this ITT you agree to keep confidential the information contained in the ITT or made available in connection with further enquiries and questions. Such information may be made available to your employees and professional advisers for the purpose only of responding to this ITT.

When providing details of contracts in answering Section A5 (Technical and Professional Ability), the Tenderer agrees to waive any contractual or other confidentiality rights and obligations associated with these contracts.

The Council reserves the right to contact the named customer contact in Section A5 regarding the contracts nominated. The named customer contact does not owe the Council any duty of care or have any legal liability, except for any deceitful or maliciously false statements of fact. 

The Council confirms that it will keep confidential and will not disclose to any third parties any information obtained from a named customer contact, other than to the Cabinet Office and/or contracting authorities defined by the Public Contracts Regulations.

7.3  Material Changes

At any time before the award of the contract, the Council reserves the right to disqualify any organisation whose circumstances change to the extent that it ceases to meet the selection criteria or makes a material change in respect of its Tender unless substantial justification can be provided to the satisfaction of the Council.  Where a Tenderer becomes aware after having submitted a Tender of a change in circumstances or information supplied, it should notify the Council of this as soon as possible.

7.4  Armed Forces Covenant 

The council is committed to the Armed Forces Covenant and encourages its Providers and Contractors to also add their support. Sign up is not mandatory and does not form part of any tender evaluation. Information can be accessed via: 

https://www.gov.uk/government/collections/armed-forces-covenant-supporting-information



8 INDICATIVE ITT TIMETABLE

The deadline for the return of the ITT is as set out here unless otherwise notified by the Council. All other dates are indicative only and subject to change.

	Activity
	Target Date

	Advert placed on e-tendering Portal
	26th September 2021

	Final date for submission of ITT questions
	18th October 2021

	Time period in which questions will be answered
	3 Days

	ITT closing time and date
	25th October 2021

	Clarification Interviews (If required)
	16th November 2021

	Potential Service Provider(s) submit evidence of documentation.
	25th October 2021

	Notification of award outcome to Tenderers
	29th November 2021

	Standstill
	29th November 2021 – 8th December 2021

	Contract Award
	14th December 2021

	Implementation Period
	1ST February 2022

	Contract start date
	1st April 2022






Appendix 1 - Specification


The Learning Management System both Boards require: 
 
· [bookmark: _Hlk83297971]Unlimited user-licences - essential
· User friendly format for delegate registration e.g. ability to capture name, contact details, manager name and contact detail, sector, organisation, job role and to notify delegate if they have previously registered on the system - essential
· User friendly site navigation for delegates e.g. view of courses by type, by month, by title, by date, relevance to user – essential
· Ability for delegates to book and cancel learning events, face to face courses, webinars and e-learning - essential
· Ability for delegates to access online learning courses which are developed through the OSCB and OSAB Business Units and hosted on the online platform – essential
· Ability to set (more than one) pre-requisite for delegates to book on to learning – essential 
· Maintain a record of individual learning by each delegate e.g. sign up, attendance, completion, record of pass / fail, which is accessible to both the Business Unit and individual delegate - essential
· Automated waiting list which can alert delegates to vacancies - essential
· Provide certification for the delegate on completion of course and evaluation

· Allow administrative rights to organisations within the OSCB partnership as specified by the OSCB business unit and have a hierarchy of access e.g. by Oxford University Hospitals NHS FT, Thames Valley Police - essential
· Provide good access to behind the scenes to adjust text e.g. training course dates, venues, information, terms and conditions etc - essential
· Provision of an evaluation process which can measure knowledge and understanding at the start, on completion of the course and at a point 3 months later - essential
· Ability for the Business Unit to promote / advertise courses through the platform- essential
· Ability for the Business Unit to run reports for effective programme management e.g. by course, learner type, organisation, finance, attendance, duplicate delegates - essential
· Ability for the Business Unit to both communicate with and receive communications from delegates - essential
· Capability to take payment for learning events within the term of the contract - desirable
· Ability for the online training platform to link across to the Safeguarding Board websites, which will be separate sites – essential
· Ability to host and run webinars through the LMS - desirable
· Ability to send out system wide newsletters to delegates registered on the LMS . – desirable 





· With respect to third option, a joint OSCB / OSAB Learning management System.

· Unlimited user-licences - essential
· User friendly format for delegate registration e.g. ability to capture name, contact details, manager name and contact detail, sector, organisation, job role and to notify delegate if they have previously registered on the system - essential
· User friendly site navigation for delegates e.g. view of courses by type, by month, by title, by date, relevance to user – essential
· Ability for delegates to book and cancel learning events, face to face courses, webinars and e-learning - essential
· Ability for delegates to access online learning courses which are developed through the OSCB and OSAB Business Unit and hosted on the online platform – essential
· Ability to set (more than one) pre-requisite for delegates to book on to learning – essential 
· Maintain a record of individual learning by each delegate e.g. sign up, attendance, completion, record of pass / fail, which is accessible to both the Business Unit and individual delegate - essential
· Automated waiting list which can alert delegates to vacancies - essential
· Provide certification for the delegate on completion of course and evaluation

· Allow administrative rights to organisations within the OSCB partnership as specified by the OSCB business unit and have a hierarchy of access e.g. by Oxford University Hospitals NHS FT, Thames Valley Police - essential
· Provide good access to behind the scenes to adjust text e.g. training course dates, venues, information, terms and conditions etc - essential
· Provision of an evaluation process which can measure knowledge and understanding at the start, on completion of the course and at a point 3 months later - essential
· Ability for the Business Unit to promote / advertise courses through the platform- essential
· Ability for the Business Unit to run reports for effective programme management e.g. by course, learner type, organisation, finance, attendance, duplicate delegates - essential
· Ability for the Business Unit to both communicate with and receive communications from delegates - essential
· Capability to take payment for learning events within the term of the contract - desirable
· Ability for the online training platform to link across to the Safeguarding Board websites, which will be separate sites – essential
· Ability to host and run webinars through the LMS - desirable
· Ability to send out system wide newsletters to delegates registered on the LMS . – desirable 

AS WELL AS:
· The ability to restrict booking on courses dependent on whether they are defined as ‘children or adult’ practitioners – essential
· Ability to differentiate between OSCB-run and OSAB-run courses
· Ability for delegates to press a query tab for each course which generates an automated email to one of two inboxes (One for OSAB and One for OSCB)

With respect to the Websites linked to the one landing page.
Both boards require a website with full (essential) functionality as follows:
 
· User friendly format and site navigation
· Intelligent search function
· Range of template options and ability to change layouts
· Retain existing web addresses (if joint with OSAB, landing page will be required that diverts to individual sites)
· Link with our learning management system, tri-x hosted procedures manual and social media account, with the option for blogs/news to be posted automatically to linked social media
· Contact us to link with our team inbox and twitter feed
· Blog, newsletter or bulletin function
· Survey function
· Desktop, tablet and mobile responsive
· Provide for restricted content
· Provide analytics and tracking
· Allow administrative rights to partner organisations, if/when required, and varied user roles
· Automatic upgrade if there are technical developments during the term of the contract
· Ability for designated Safeguarding Board leads to manage content and have some control over the layout/design of the front page, content pages and posts
· Any planned upgrades to be carried out with minimal impact on accessibility, e.g. agreed period of notice given, work carried out where possible outside of normal working hours

· With respect to third option, a joint OSCB / OSAB Website, there should be one landing page, with the above spec,  which then filters off to two different sites which can be administered separately

 
Performance / KPI’s

· A dedicated contract manager and point of contact
· A clear implementation plan which defines how the new system will be ready for Go-live on 01/04/22,  e.g. milestones, timeframe in a sample implementation plan and what the requirements would be for the two business units in this process
· Unlimited support time or clearly defined support time commitment and details on how this will be provided e.g. phone calls, MS team meetings, ticketing system, dedicated support line
· Unlimited support time for any errors caused by the service provider
· Clearly defined training commitment for the set up of the system and the ongoing service delivery including training commitment for any new members of staff e.g. hours of training, type of training, numbers of recipients, provision of a handbook, which is updated with system upgrades
· System upgrades
· A log of support calls and resolution times
· Prior notice of any scheduled maintenance, which should be out of working hours
· A clear plan of future developments of the system and the website which states timeframe and milestones
· A costing which clearly sets out all costs required to run the system including any annual peripheral costs – no additional running costs can be included
· Performance will be measured and discussed at joint meetings. Initially (for the first six months) meetings would occur on at least a monthly basis and thereafter on a quarterly basis. This should include: performance of the system and website; any calls logged in the timeframe; any items / glitches which have arisen in the delivery of service and need addressing; discussion on road-map and areas for development.





Appendix 2 - Contract Conditions


The conditions governing any contract awarded under this ITT are set out at Appendix 2 Contract Conditions






PART B – INVITATION TO TENDER 

SECTION A	MANDATORY CRITERIA (PHASE 1) PASS/FAIL


SECTION 2	MANDATORY REJECTION CRITERIA

You will be excluded from the procurement process if there is evidence of convictions relating to specific criminal offences including, but not limited to, bribery, corruption, conspiracy, terrorism, fraud and money laundering, or if you have been the subject of a binding legal decision which found a breach of legal obligations to pay tax or social security obligations (except where this is disproportionate e.g. only minor amounts involved). 

If you have answered “yes” to question 2.3(a) on the non-payment of taxes or social security contributions, and have not paid or entered into a binding arrangement to pay the full amount, you may still avoid exclusion if only minor tax or social security contributions are unpaid or if you have not yet had time to fulfil your obligations since learning of the exact amount due.  If your organisation is in that position please provide details. You may contact the Council for advice before completing this form. 

SECTION 3 DISCRETIONARY REJECTION CRITERIA

The Council may exclude any Tenderer who answers ‘Yes’ in any of the following situations set out in section 3.

Conflicts of interest

In accordance with question 3.1(g), the Council may exclude the Tenderer if there is a conflict of interest which cannot be effectively remedied. The concept of a conflict of interest includes any situation where relevant staff members have, directly or indirectly, a financial, economic or other personal interest which might be perceived to compromise their impartiality and independence in the context of the procurement procedure. 

Where there is any indication that a conflict of interest exists or may arise then it is the responsibility of the Tenderer to inform the Council, detailing the conflict in a separate Appendix. Provided that it has been carried out in a transparent manner, routine pre-market engagement carried out by the Council should not represent a conflict of interest for the Tenderer.

Taking Account of Tenderers’ Past Performance

In accordance with question 3.1(i), the Council may assess the past performance of a Tenderer (through a Certificate of Performance provided by a Customer or other means of evidence). The Council may take into account any failure to discharge obligations under the previous principal relevant contracts of the Tenderer responding to this ITT. The Council may also assess whether specified minimum standards for reliability for such contracts are met. 

In addition, the Council may re-assess reliability based on past performance at key stages in the procurement process (e.g. contract award stage). Tenderers may also be asked to update the evidence they provide in this section to reflect more recent performance on new or existing contracts (or to confirm that nothing has changed).

Please read the Guidance at Annex A

‘SELF-CLEANING’ 
[bookmark: h.3znysh7]
Any Tenderer that answers ‘Yes’ to questions in Sections 2, 3 & 8 should provide sufficient evidence that provides a summary of the circumstances and any remedial action that has taken place subsequently and effectively “self cleans” the situation referred to in that question. The Tenderer has to demonstrate it has taken such remedial action, to the satisfaction of the Council in each case.  

If such evidence is considered by the Council (whose decision will be final) as sufficient, the economic operator concerned shall be allowed to continue in the procurement process.

[bookmark: h.2et92p0]In order for the evidence referred to above to be sufficient, the Tenderer shall, as a minimum, prove that it has;
· [bookmark: h.tyjcwt]paid or undertaken to pay compensation in respect of any damage caused by the criminal offence or misconduct;
· clarified the facts and circumstances in a comprehensive manner by actively collaborating with the investigating authorities; and
· [bookmark: h.3dy6vkm]taken concrete technical, organisational and personnel measures that are appropriate to prevent further criminal offences or misconduct.

[bookmark: h.1t3h5sf]The measures taken by the Tenderer shall be evaluated taking into account the gravity and particular circumstances of the criminal offence or misconduct. Where the measures are considered by the Council to be insufficient, the Supplier shall be given a statement of the reasons for that decision.









SECTION B	SERVICE QUESTIONS (PHASE 2) 60%

In order to progress to Phase 2 of the evaluation process, Tenderers must pass Phase 1 – Mandatory Criteria (Section A).
Please complete separate attachment titled Appendix 3 Response Pack








SECTION C	PRICING SCHEDULE (PHASE 2) 40%

In order to progress to Phase 2 of the evaluation process, Tenderers must pass Phase 1 – Mandatory Criteria.



COMPLETING THE PRICING DOCUMENT
You should identify all potential cost components anticipated in your delivery of the Services described in Appendix 1 Specification. No additional costs will be considered by the Council.

All prices should exclude VAT.


EVALUATION
Tenders will be evaluated on whole life costs.

Tenderer’s price scores will be calculated based upon the lowest price submitted by Tenderers.
The Tenderer with the lowest price will be awarded the full score of [70%], with the remaining Tenderers gaining a pro-rated score in relation to how much higher their prices are when compared to the lowest price.

BUDGET






SECTION D	ECONOMIC & FINANCIAL STANDING (PHASE 3) (Pass/Fail)

In order to progress to Phase 3 of the evaluation process, Tenderers must pass Phase 1 – Mandatory Criteria, and be identified as the Most Economically Advantageous Tender at Phase 2.
Where a Tenderer fails the financial stability test on their own financial information, a Parent Company Guarantee (PCG) may be offered. The Parent Company’s financial information will be assessed and must meet the pass criteria. Failure to provide a PCG in would be deemed a fail.
Where a Tenderer fails the financial stability test the contract(s) will be awarded to the next Most Economically Advantageous Tender subject to Phase 3 evaluation.
Please complete the table in Section D of Appendix [ ] –Tender Response Pack
Please Note: Tenderers do not need to submit the selected financial information as part of their submission. Please have this information ready to submit from 25th October 2021.

GUIDANCE
1. Introduction
0. The Council will assess the potential service provider’s finances as follows; -

For tenders above the Public Contract Regulations 2015 (“PCR 2015”) threshold (£189,330 at the time of publication of this ITT), the test will include an assessment of the finances as per section 3 below, and an assessment via Catalyst as per section 4 below.

For tenders below the PCR 2015 threshold, the assessment will be via Catalyst as per section 4 below.  If the potential service provider fails the section 4 assessment, the assessment in section 3 will be conducted. 

1. [bookmark: _Ref410136321]Financial Submission Documents
1. [bookmark: _Ref409438344][bookmark: _Ref418581201]There is no requirement to submit financial documents with your Tender return. The potential service provider will be asked to submit their latest 2 years audited or signed accounts[footnoteRef:2]. These must include both a statement of income & expenditure and balance sheet and be provided as a separate set of accounts for each year. See also paragraph 2.3. [2:  Financial accounts and supporting information should wherever possible be provided in English and GBP Sterling. Where this is not possible, the Council will use an exchange rate where necessary as part of the assessment of financial standing. The source of the exchange rate will usually be www.xe.com and the rate used can be notified to the potential service provider by the Council at the time the assessment is made.] 


1. [bookmark: _Ref409438363]Where it is not possible to submit the documents stated in paragraph 2.1 an income and expenditure account shall be submitted for the two most recent financial years and be provided as a separate set of accounts for each year1. These must either be signed by the potential service provider 's accountant or accompanied by the tax return to validate the figures. See also paragraph 2.3.

1. [bookmark: _Ref410026777]Where the most recent financial year end for the documents specified in paragraphs 2.1 or 2.2 is greater than 6 months prior to submission, either an interim set of accounts (which reduces the period to less than 6 months) or a statement (which either confirms no significant change or states significant changes to the finances) signed by your Financial Director, Accountant or Company Director must also be submitted. For example, if the most recent accounts submitted have a year-end date of 31 March 2016 and the submission date is after 30 September 2016 this would be required.


1. If the potential service provider has not been operating for long enough to have 2 sets of financial statements, the requirements are set out in section 5 below relating to new companies.

1. When assessing charitable or not for profit organisations an allowance will be made in the tests, particularly the profitability test. It is therefore important that this status is made clear in any submissions.

1. The Council may also seek further evidence of the financial viability of the organisation to inform a risk assessment to determine whether the Council can be sufficiently satisfied of financial standing. The Council’s determination of financial viability within these thresholds will be final and failure to satisfy the Council of sound financial standing will disqualify the potential service provider.

1. [bookmark: _Hlk23937225]The Council will, when undertaking the assessment in section 3 and 4 below, check for any indicators that suggest there are any potential breaches of obligation to pay taxes as part of the due diligence of the potential provider’s bid.

1. Financial Accounts Evaluation
3.1.Accounts will be assessed using the below criteria for the potential service provider.
	Criteria
	Sub-Criteria
	Weighting
	Pass Mark
	Ratios

	Ratio Analysis
	Profitability
	30%
	15/30
	Gross & Net profit to Turnover

	
	Liquidity
	30%
	15/30
	Interest Cover & Gearing

	
	Gearing
	30%
	15/30
	Current Ratio & Quick Ratio

	Turnover
	10%
	5/10
	Contract Percentage of Turnover

	Total
	100%
	50/100
	



3.2.The potential service provider must score the minimum pass mark for each test in the table above and meet the criteria to pass Procurement Catalyst assessment in section 4 below. Where a company fails any of the sub criteria or the Procurement Catalyst assessment the Council will carry out further analysis and may request further information to assure itself that the additional risk this poses is acceptable.

1. Procurement Catalyst Evaluation
4.1.The Council will carry out assessment using three ratings models available via Procurement Catalyst:

· ModeFinance – MORE Credit Risk
· Zanders – FALCON Global Credit Risk
· VADIS – VadRisk

4.2.The potential service provider will be classified as financially stable if a pass rating is achieved on two or more of the models. The minimum pass ratings for each model is outlined below:

· ModeFinance – B 
· Zanders – 4 
· VADIS – 6  

0. A potential service provider not achieving a pass rating on two or more of the models due to fail ratings or unavailable ratings will be subject to the assessment in section 3. 

0. Please note that this company check is not a credit check search and will have no impact on your credit rating. The Council reserves the right to carry out company checks on your company throughout the life of this contract.
0.2. Please refer to the attached guides for more information on each model.




1. [bookmark: _Ref409438336]New Organisations
0. For organisations with less than 2 years’ accounts available, the financial submission documentation is:
1. As much of the financial documentation set out under section 2 above as possible.
1. Business plans and projections for the length of the contract.
0. Where a new company is created as a result of a merger the financial submission documentation is:
· As much of the financial documentation set out under section 2 above as possible.
· Accounts for the remainder of the prior two years for all businesses which were involved in the merger, along with an explanation of significant accounting or operational changes.

0. Based on the documents submitted testing will be carried out and an analysis of the risk level to the Council considered.


1. Parent Company Guarantee 
1. If a company wishes to rely on the accounts of their parent company, the above requirements and tests will apply to the parent company’s accounts.

1. A letter from the parent company stating that they are willing to provide a parent company guarantee must also be submitted.

1. The parent company accounts will only be assessed where the Council deems this to be appropriate. The Council will normally rely on the accounts of the company itself.

1. Where a company fails to pass these tests on their own accounts they may be offered the opportunity to submit parent company accounts.






SECTION E   FORM OF TENDER

Please complete separate attachment titled Appendix 3 Tender Response Pack



Annex A – Mandatory and Discretionary Exclusion Grounds Guidance
MANDATORY EXCLUSION GROUNDS
Public Contract Regulations 2015 R57(1), (2) and (3)
Public Contract Directives 2014/24/EU Article 57(1)
Participation in a criminal organisation
Participation offence as defined by section 45 of the Serious Crime Act 2015
Conspiracy within the meaning of 
· section 1 or 1A of the Criminal Law Act 1977 or 
· article 9 or 9A of the Criminal Attempts and Conspiracy (Northern Ireland) Order 1983 
where that conspiracy relates to participation in a criminal organisation as defined in Article 2 of Council Framework Decision 2008/841/JHA on the fight against organised crime;
Corruption
Corruption within the meaning of section 1(2) of the Public Bodies Corrupt Practices Act 1889 or section 1 of the Prevention of Corruption Act 1906;
The common law offence of bribery;
Bribery within the meaning of sections 1, 2 or 6 of the Bribery Act 2010, or section 113 of the Representation of the People Act 1983;
Fraud

Any of the following offences, where the offence relates to fraud affecting the European Communities’ financial interests as defined by Article 1 of the convention on the protection of the financial interests of the European Communities:
· the common law offence of cheating the Revenue;
· the common law offence of conspiracy to defraud; 
· fraud or theft within the meaning of the Theft Act 1968, the Theft Act (Northern Ireland) 1969, the Theft Act 1978 or the Theft (Northern Ireland) Order 1978;
· fraudulent trading within the meaning of section 458 of the Companies Act 1985, article 451 of the Companies (Northern Ireland) Order 1986 or section 993 of the Companies Act 2006;
· fraudulent evasion within the meaning of section 170 of the Customs and Excise Management Act 1979 or section 72 of the Value Added Tax Act 1994;
· an offence in connection with taxation in the European Union within the meaning of section 71 of the Criminal Justice Act 1993;
· destroying, defacing or concealing of documents or procuring the execution of a valuable security within the meaning of section 20 of the Theft Act 1968 or section 19 of the Theft Act (Northern Ireland) 1969;
· fraud within the meaning of section 2, 3 or 4 of the Fraud Act 2006;
· the possession of articles for use in frauds within the meaning of section 6 of the Fraud Act 2006, or the making, adapting, supplying or offering to supply articles for use in frauds within the meaning of section 7 of that Act;

Terrorist offences or offences linked to terrorist activities

Any offence:
· listed in section 41 of the Counter Terrorism Act 2008;
· listed in schedule 2 to that Act where the court has determined that there is a terrorist connection;
· under sections 44 to 46 of the Serious Crime Act 2007 which relates to an offence covered by the previous two points;
Money laundering or terrorist financing

Money laundering within the meaning of sections 340(11) and 415 of the Proceeds of Crime Act 2002
An offence in connection with the proceeds of criminal conduct within the meaning of section 93A, 93B or 93C of the Criminal Justice Act 1988 or article 45, 46 or 47 of the Proceeds of Crime (Northern Ireland) Order 1996
Child labour and other forms of trafficking human beings

An offence under section 4 of the Asylum and Immigration (Treatment of Claimants etc.) Act 2004;
An offence under section 59A of the Sexual Offences Act 2003
An offence under section 71 of the Coroners and Justice Act 2009;
An offence in connection with the proceeds of drug trafficking within the meaning of section 49, 50 or 51 of the Drug Trafficking Act 1994
An offence under section 2 or section 4 of the Modern Slavery Act 2015

Non-payment of tax and social security contributions 

Breach of obligations relating to the payment of taxes or social security contributions that has been established by a judicial or administrative decision.
Where any tax returns submitted on or after 1 October 2012 have been found to be incorrect as a result of:
· HMRC successfully challenging the potential supplier under the General Anti – Abuse Rule (GAAR) or the “Halifax” abuse principle; or
· a tax authority in a jurisdiction in which the potential supplier is established successfully challenging it under any tax rules or legislation that have an effect equivalent or similar to the GAAR or “Halifax” abuse principle; 
· a failure to notify, or failure of an avoidance scheme which the supplier is or was involved in, under the Disclosure of Tax Avoidance Scheme rules (DOTAS) or any equivalent or similar regime in a jurisdiction in which the supplier is established




Other offences 

Any other offence within the meaning of Article 57(1) of the Directive as defined by the law of any jurisdiction outside England, Wales and Northern Ireland
Any other offence within the meaning of Article 57(1) of the Directive created after 26th February 2015 in England, Wales or Northern Ireland

DISCRETIONARY EXCLUSION GROUNDS 

Obligations in the field of environment, social and labour law.

Where an organisation has violated applicable obligations in the fields of environmental, social and labour law established by EU law, national law, collective agreements or by the international environmental, social and labour law provisions listed in Annex X to the Directive (see copy below) as amended from time to time; including the following:-
· Where the organisation or any of its Directors or Executive Officers has been in receipt of enforcement/remedial orders in relation to the Health and Safety Executive (or equivalent body) in the last 3 years.
· In the last three years, where the organisation has had a complaint upheld following an investigation by the Equality and Human Rights Commission or its predecessors (or a comparable body in any jurisdiction other than the UK), on grounds of alleged unlawful discrimination.
· In the last three years, where any finding of unlawful discrimination has been made against the organisation by an Employment Tribunal, an Employment Appeal Tribunal or any other court (or incomparable proceedings in any jurisdiction other than the UK).
· Where the organisation has been in breach of section 15 of the Immigration, Asylum, and Nationality Act 2006;
· Where the organisation has a conviction under section 21 of the Immigration, Asylum, and Nationality Act 2006;
· Where the organisation has been in breach of the National Minimum Wage Act 1998.

Bankruptcy, insolvency

Bankrupt or is the subject of insolvency or winding-up proceedings, where the organisation’s assets are being administered by a liquidator or by the court, where it is in an arrangement with creditors, where its business activities are suspended or it is in any analogous situation arising from a similar procedure under the laws and regulations of any State;
Grave professional misconduct

Guilty of grave professional misconduct 
Distortion of competition 

Entered into agreements with other economic operators aimed at distorting competition
Conflict of interest

Aware of any conflict of interest within the meaning of regulation 24 due to the participation in the procurement procedure
Been involved in the preparation of the procurement procedure.
Prior performance issues

Shown significant or persistent deficiencies in the performance of a substantive requirement under a prior public contract, a prior contract with a contracting entity, or a prior concession contract, which led to early termination of that prior contract, damages or other comparable sanctions.
Misrepresentation and undue influence 

The organisation has influenced the decision-making process of the contracting authority to obtain confidential information that may confer upon the organisation undue advantages in the procurement procedure, or to negligently provided misleading information that may have a material influence on decisions concerning exclusion, selection or award.

ADDITIONAL EXCLUSION GROUNDS 

Breach of obligations relating to the payment of taxes or social security contributions. 
ANNEX X Extract from Public Procurement Directive 2014/24/EU
LIST OF INTERNATIONAL SOCIAL AND ENVIRONMENTAL CONVENTIONS REFERRED TO IN ARTICLE 18(2) —
· ILO Convention 87 on Freedom of Association and the Protection of the Right to Organise;
· ILO Convention 98 on the Right to Organise and Collective Bargaining;
· ILO Convention 29 on Forced Labour;
· ILO Convention 105 on the Abolition of Forced Labour;
· ILO Convention 138 on Minimum Age;
· ILO Convention 111 on Discrimination (Employment and Occupation);
· ILO Convention 100 on Equal Remuneration;
· ILO Convention 182 on Worst Forms of Child Labour;
· Vienna Convention for the protection of the Ozone Layer and its Montreal Protocol on substances that deplete the Ozone Layer;
· Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and their Disposal (Basel Convention);
· Stockholm Convention on Persistent Organic Pollutants (Stockholm POPs Convention)
· Convention on the Prior Informed Consent Procedure for Certain Hazardous Chemicals and Pesticides in International Trade (UNEP/FAO) (The PIC Convention) Rotterdam, 10 September 1998, and its 3 regional Protocols.

Consequences of misrepresentation
A serious misrepresentation which induces a contracting authority to enter into a contract may have the following consequences for the signatory that made the misrepresentation:-
· The potential supplier may be excluded from bidding for contracts for three years, under regulation 57(8)(h)(i) of the PCR 2015;
· The contracting authority may sue the supplier for damages and may rescind the contract under the Misrepresentation Act 1967.
· If fraud, or fraudulent intent, can be proved, the potential supplier or the responsible officers of the potential supplier may be prosecuted and convicted of the offence of fraud by false representation under s.2 of the Fraud Act 2006, which can carry a sentence of up to 10 years or a fine (or both). 
· If there is a conviction, then the company must be excluded from procurement for five years under reg. 57(1) of the PCR (subject to self-cleaning).
2
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Home > Guide menu > Ratings > Financial strength > MORE > Details about the MORE credit risk score
by modeFinance


Details about the MORE credit risk score by
modeFinance


Features and benefits


MORE (Multi Objective Rating Evaluation) is an assessment of the creditworthiness of a
company. It grades companies based on how well they can meet their financial
commitments. The evaluation is available for all companies in Orbis with financial data
that are not banks or insurance companies.


The MORE score has been developed by modeFinance and is based on a snapshot of the
company’s financial health. It is independent from the financial structure of the debt.


The MORE score is divided into in four categories:


Healthy companies


Adequate companies


Vulnerable companies


Risky companies


Within these four categories there are ten subclasses, for more details see the table
below.


The MORE model
The MORE score is calculated using a unique model that references the company’s
financial data to create an indication of the company’s financial risk level.


The scores are comparable across countries - two companies from different countries
with the same score have the same creditworthiness.


Probability of default and level of confidence
In addition to the MORE score, modeFinance also estimates the probability of default and
provides a level of confidence.


Probability of default


Level of confidence


Note: probability of default and credit limits are not available for banks


MORE Credit Limit



https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/Home.htm?TocPath=Home|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/Home.htm?TocPath=Home|Guide%20menu|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/RatingsScores.htm?TocPath=Home|Guide%20menu|Ratings|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/FinancialStrength/FinancialStrength.htm?TocPath=Home|Guide%20menu|Ratings|Financial%20strength|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/FinancialStrength/MORE/Summary.htm?TocPath=Home|Guide%20menu|Ratings|Financial%20strength|MORE|_____0
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MORE Credit Limit is the estimation of the amount of maximum credit that is possible to
assign on a commercial relationship with the analyzed company with an outlook of one
year. For each company, modeFinance utilises the following parameters to determine the
limit:


Size;


Years in Business;


Average number of suppliers;


Liquidity of the company and the comparison with its sector;


The funds dedicated to be paid to suppliers;


The likelihood that a company may pay its debts in the next 12 months (MORE
Evaluations).


As such, the credit limit of each company is determined by the total cost of its suppliers
divided by the number of major suppliers corrected by the parameters listed above.


Notes:


No credit limit is given for companies with an extremely low MORE score (CC-C-
D evaluation classes). For such companies, a credit limit of 0 is assigned.


Additionally, when a company’s shareholders funds are negative, the credit
limit is forced to 0.


For some companies, there is not enough data available to be able to compute
the credit limit (e.g. companies with NRF, LF or NF consolidation codes). For
such companies, the following message is displayed: “There is not enough
financial information on this company to provide a credit limit”.


The model fixes the maximum credit limit for a company to 50 million euros. If
based on data available on Orbis, a company’s credit limit exceeds this 50
million euros limit, the following message is displayed: “This company has the
maximum credit limit”. However modeFinance can be contacted with
additional information about the company to compute a more detailed credit
limit value if necessary.


Credit limits for entities filing in banks and insurance companies template
format are never calculated.


MORE scores in practice


The MORE scores are integrated into the Orbis database so users can view them in each
Orbis report as well as incorporating them into their searches and analyses.


Users benefit by being able to:


Evaluate the financial health of each company on Orbis using both the MORE score
and the probability of default.
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Establish the most creditworthy companies in chosen markets/regions.


Compare the financial risk posed by companies operating in the same sector and
country or across sectors and countries.


Analyse the financial characteristics of a specific sector, region, country or user-
defined peer group.


Rating category MORE score


Healthy companies AAA


AA


A


Adequate companies BBB


BB


Vulnerable companies B


CCC


Risky companies CC


C


D


MORE scores – ratio definitions


Some of the MORE score influencing ratios apply specifically to corporates, while some
apply to banks.


Ratio


Solvency ratios


Leverage ratio: measures the level of total liabilities of the company in
comparison with equity


Assets to debt: indicates company’s solvency. The company shows a level of
deficit when the value of this ratio is under one unit


 


Financial ratios


Fixed assets coverage ratio: only for holdings, it measures the capital
structure i.e. whether a company covers the fixed assets with long term
capital.


 


Liquidity ratios
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Ratio


Current ratio: measures whether a company has sufficient short-term
assets to cover its short-term liabilities.


Quick ratio: compares current liabilities only to those assets that can be
readily turned into cash.


 


Cash conversion cycle (CCC): indicates the measure of the commercial
credits, commercial debts and stokes in comparison with similar corporates
that operate in the same sector.


 


Profitability and economic ratios


Return on investment (ROI): measures the profitability of company
investments without regard to the way the investment is financed.


 


Return on equity (ROE): measures the profitability of the equity.


Return on assets (ROA): measures the profitability of total investments
without specification of asset’s class.


 


Asset turnover: indicates the investments turnover with regard to sales. The
level assumed from the ratio depends on the sector in which the company
operates.


 


Profit margin: indicates the profitability of the sales.
 


Interest coverage ratio


Interest paid coverage: indicates the ability of the company to cover interest
expenses through the economic margins (Gross profit and EBIT) and
through the cash flow from operating activities.


 


Capitalization ratio


Total capital ratio (TCR): expresses the bank’s own capital as a percentage of
its risk-weighted assets. It’s one of the Basel Committee’s principal ratios.


 


Asset quality ratios
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Ratio


Loan impairment charge weight: compares annual loans’ impairment
charge with total assets. It’s used to know the non-performing part of a
bank’s assets accounted in the single year.


 


Impaired loans ratio: indicates the weight of all non-performing loans on
total assets. This ratio explains the overall quality of a bank’s assets.


 


Efficiency ratio


Cost on income: measures the weight of operating costs on operating
revenues. It’s useful to know the efficiency of a bank in its operating activity.


 


Additional information


For more information on the MORE model, click here (PDF/27 pages)



https://help.bvdinfo.com/mergedProjects/68_EN/PDF/ModFinancePublic.pdf
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Home > Guide menu > Ratings > Financial strength > FALCON > Details about the FALCON counterparty
risk score by Zanders


Details about the FALCON counterparty risk
score by Zanders


Introduction


This section provides a description of the global credit risk model FALCON, which is
embedded in the Financial Strength Module of Orbis. FALCON is available to users with a
subscription to the Financial Strength Module.


FALCON is based on the financial data available from the Orbis database. This data is used
for the model’s underlying industry segmentation, variable weights and scoring
parameters to determine a Counterparty Risk Score (CRS) for a company. The CRS
corresponds to a Probability of Default (PD) within one year for a company.


For example a company with a CRS 5 receives a PD of 1.01%, irrespective of the country or
industry in which the company operates. Paragraph 2.4 shows the FALCON PD Scoring
Master Scale with all scorings and associated PDs.


The PD model output can, in combination with the Zanders EAD LGD model, be used for
IFRS 9 impairment calculations based on Expected Credit Loss.


The model has been developed by Zanders, in close co-operation with Bureau van Dijk.
The following sections describe the main features and background of the model.


Scope of the model
FALCON is able to score companies across a vast range of industries. Sovereigns, financial
institutions and public sector entities are not included in the model’s scope.


Scores are based on the available financial data of a company. Companies receive a score
when financial statements of at least two years are available. In case the last available
financial statements are three years old, the company will still receive a score but the user
will be notified that the score is based on old financials. In case the financial statements
are older than three years, companies will not receive a score as the financial information
is outdated and therefore considered irrelevant for the determination of the expected
likelihood of default within one year. FALCON also assigns scores when certain financial
information is not available and some of the model’s variables cannot be calculated. In
this case, FALCON applies a missing value methodology so that such companies can still
receive a score.


Note that a company does not need to be currently operational to receive a score from
FALCON. The company’s legal status (listed by Bureau van Dijk under “company status”)
does not influence the scope of FALCON. If Orbis contains financial information of a
company, that information can be used to generate a score, even if it is listed as “inactive”.



https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/Home.htm?TocPath=Home|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/Home.htm?TocPath=Home|Guide%20menu|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/RatingsScores.htm?TocPath=Home|Guide%20menu|Ratings|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/FinancialStrength/FinancialStrength.htm?TocPath=Home|Guide%20menu|Ratings|Financial%20strength|_____0

https://help.bvdinfo.com/LearningZone/Products/orbis4.1/Content/I_Data/Ratings/FinancialStrength/Falcon/Summary.htm?TocPath=Home|Guide%20menu|Ratings|Financial%20strength|FALCON|_____0
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Special conditions apply to companies with the status of “Bankruptcy” or “In liquidation”.
In these cases, the company automatically receives the score D, which signifies companies
in default.


Scoring philosophy
The scoring philosophy underlying the FALCON model is characterized by a hybrid
approach. This is a blend of the following opposite approaches to assess default risk:


Through-the-cycle (TTC) scoring systems measure default risk of a counterparty
taking permanent factors, like a full economic cycle, into account based on a worst-
case scenario. TTC scorings change only if there is a fundamental change in the
counterparty’s situation and outlook.


Point-in-time (PIT) scoring systems measure default risk of a counterparty taking
current, temporary factors into account. PIT scorings tend to adjust quickly to
changes in the (financial) conditions of a counterparty and/or its economic
environment.


In practice, the difference between TTC and PIT scoring models is a gradual one. The
majority of scoring models are based on a hybrid blend of both, seemingly opposing,
philosophies.


FALCON is also based on a hybrid blend of the two philosophies. It relies on expert
derived variables that are chosen because of their long-term predictive value, which
makes the model TTC. These variables and the weights that they receive in the model are
optimized in a statistical manner. This gives the model a PIT character. On the balance,
FALCON’s statistical characteristics, with an extensive focus on recent financial statements,
makes the model more PIT than TTC.


Scoring methodology


FALCON provides companies with a CRS. The scoring scale ranges from 1 (weakest) to 10
(best). The calculation of the score is based on several quantitative variables.


The model calculates a scoring by assigning weights and scores to these variables, or
financial ratios, of a company. Ratio scores are, among others, based on the values of the
financial ratios of a company compared to its industry peer group. The weights together
with the scores lead to a total score which translates into a rating through a mapping
table. After taking country risk into account, the CRS results are computed.


CRS PD (%) PD band (%)
Description


Rank Class PD lower upper


10 A 0.06% 0.00% 0.14% Strong


9 BBB1 0.19% 0.14% 0.24% Good


8 BBB2 0.29% 0.24% 0.36% Good


7 BBB3 0.44% 0.36% 0.54% Good
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CRS PD (%) PD band (%)
Description


Rank Class PD lower upper


6 BB1 0.66% 0.54% 0.82% Sufficient


5 BB2 1.01% 0.82% 1.27% Sufficient


4 BB3 1.61% 1.27% 2.08% Sufficient


3 B1 2.75% 2.08% 3.73% Weak


2 B2 5.21% 3.73% 7.52% Weak


1 C 19.86% 7.517%   Very weak


D - - - - Defaulted


 


Scale
The scores on the individual risk drivers are shown on a 10 to 1 scale, where 10 is the
strongest score, and 1 is the weakest score. The link between the individual risk driver
scores are the color mapping are shown below.


Quantitative analysis


The Credit Risk Score (CRS) produced by FALCON is calculated in three steps, as shown in
the figure below. These steps will be described in the next paragraphs.


 


Quantitative variables
The model calculates scorings based on the following quantitative variables:
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Table 2 - Financial ratios


Reference VariableReference Variable


Operations and liquidity


R1 Turnover growth


R2 Return on sales


R3 Current ratio


R4 Debtor days


Capital structure


R5 Gearing


R6 Solvency


R7 Tangible net worth


Debt service


R8 Interest coverage ratio


R9 DEBT/EBITDA


The ratios in the table above have been chosen based on their correlation with default,
their mutual correlation, and their discriminatory power. This is illustrated in the figure
below, where ratio R1 has more discriminatory power than ratio R2. The box plot shows
that there is a clear difference between ratio R1’s scoring (vertical axis) of non-defaulted
companies compared to defaulted companies (the bottom and top show the 5th and 95th
percentile of the scores in the considered sample). For ratio R2 non-defaulted companies
and defaulted companies both have similar scores. This means that R2 has less
discriminatory power than R1.


More discriminatory power Less discriminatory power  


If one of the elements in the calculation for a ratio is not available, a correct value of a
ratio cannot be calculated. In this case, the specific ratio automatically receives a
predetermined score. Missing values are usually related to information which is not
available in the database; for example a company has decided not to publish certain
figures. This is often true for cost of goods sold figures, as they could give competitors
valuable insights into a company’s business model.
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Ratio score
The ratio score is based on a company’s performance on that specific ratio compared to
the performance of the company’s industry peer group. It is calculated by inserting the
ratio value into the ratio scoring function. To be able to calculate an appropriate ratio
score, peer groups are based on:


The size of the corporate’s turnover.


The industry in which the corporate operates.


Turnover


Based on a company’s turnover, the entity is categorized as SME, large corporate or very
large corporate. Each size category has its own industry specific ratio scoring functions
because of their specific behavioural characteristics. The size criteria are shown in the
table below.


Scoring table selection (in Millions EUR)


Criterion (in EUR mln) Size


Turnover ≤ 10 SME


10 < Turnover ≤ 100 Large


Turnover > 100 Very large


Industry


FALCON distinguishes 19 different industries, as shown in Table 3. These industries are
based on NACE rev. 2 codes, which are present in Orbis. It should be mentioned that from
industry K, only sub-code K64.2 (“holding companies”) and sub-code K64.3 (“Trusts, funds
and similar financial entities”) are in the scope of FALCON. If a company’s NACE rev. 2 code
is not within the ranges of the table, its industry is outside the scope of the model. This
means no CRS is calculated and a notification is given.


Industry Description


A Agriculture, forestry and fishing


B Mining and quarrying


C Manufacturing


D Electricity, gas, steam and air conditioning supply


E Water supply; sewerage, waste management and remediation activities


F Construction


G Wholesale and retail trade; repair of motor vehicles and motorcycles


H Transportation and storage


I Accommodation and food service activities
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Industry segments


Industry Description


J Information and communication


K1 Holding companies


K2 Trusts, funds and similar financial entities


L Real estate activities


M Professional, scientific and technical activities


N Administrative and support service activities


Q Human health and social work activities


R Arts, entertainment and recreation


S Other service activities


Analysis of the data per variable and per industry shows that specific variables, e.g. the
interest coverage ratio, behave differently over different types of industries. This is due to
the different nature of each industry. Since they vary between different industries, it is
essential to estimate specific scoring functions to best fit actual variable behavior. This is
done using Ordinary Least Squares and Maximum Likelihood Estimation as regression
techniques. However, each variable shows consistent behavior across the different
industries, meaning that the type of function for a specific variable is the same for each
industry. Only the parameters are different. The ratio score per variable is calculated
based on the industry specific scoring function. The model distinguishes three different
ratio value scoring functions, as shown in the table below.


Ratio value scoring functions


Type Formula Parameters


Formula1 c(1), c(2)


Formula2 c(1)


Formula3 c(1), c(2)


For example, a company with a turnover of EUR 160 million (very large) is active in
industry B, Mining and quarrying. For ratio R11 scoring function Formula1 is applicable,
because research has shown that this formula gives the best fit to the data. This choice of
formula is independent of the industry the company operates in. To evaluate R11 for a
company in a different industry, the same formula would be used, albeit with different
parameters.


To illustrate the importance of a best fit of the data, the figure depicted below, consists of
three lines:


the actual graph of all interest coverage ratios in a specific industry (their values are
on the vertical axis and their rankings from low to high are on the horizontal axis),


the estimated function (Formula1) and an
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approximation of the actual line using linear interpolation.


The figure illustrates that both Formula1 and linear interpolation closely approach the
actual data for 60% of the entire graph between the 20th and 80th quintile. However, in
the upper and lower tail linear interpolation does not result in an appropriate score. This
is not acceptable, since it is in the tails where the most extreme events and defaults occur.
Therefore, Formula1 is preferred to the method of linear interpolation.


Estimating a proper scoring function


Missing values


If one of the elements in the calculation of a financial ratio is not available, no ratio value
can be calculated. In this case, the specific ratio automatically receives a predetermined
score. Missing values are usually related to information which is not available in the
database. For example, since a company has decided not to publish certain figures.


Furthermore, the following conditions must be satisfied when calculating a rating, as the
rating should be based on information as actual and complete as possible:


Financial statements of one of the last two book years must be available (e.g. in
2016 year-end 2014 or 2015 must be available).


It is necessary to have enough data to calculate at least five or more ratios. If this is
not the case, no score will be given and the observation “Insufficient financial
information” is stated.


Country risk
After a counterparty’s initial CRS has been determined, the overriding factor Country Risk
can result in a downgrade of a counterparty’s scoring.


Country risk is determined by OECD classification. Here, eight country risk categories are
distinguished (categories 0–7), where 0 implies no risk and class 7 implies high risk.
Depending on the country risk level, the score of a company registered in a specific
country can be downgraded. The country risk adjustment serves only to indicate extra risk
because of a company’s location. This means that only downgrades are possible in this
step.
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FALCON - Model Validation


Scoring models can be considered as classification tools as they rank companies based on
their financial strength and PDs within one year. For validation purposes, several
extensive statistical analyses were executed. Therefore, counterparties were divided into
two categories:


Counterparties that defaulted within a time horizon of one year.


Counterparties that did not defaulted within a time horizon of one year.


When validating scoring models, it is important to have an appropriate testing sample.
The sample used for this validation consists of over 25,000 companies. These companies
represent all size, industry and geographical categories and contain a representative
mixture of defaulted and non-defaulted companies. The sample has been compiled to be
as representative for all companies as possible and is therefore appropriate for back-
testing, like determining the model’s discriminatory power.


This chapter describes the distribution of CRS assigned by FALCON over the sample
companies, as well as the model’s discriminatory power.


Scoring distribution
The figure below shows the FALCON score distribution across the CRS ranks. The green
bars show the percentage distribution of the total sample categorized into a particular
scoring class. The red bars show the percentage of defaulted companies compared to the
total companies classified within a particular scoring class. Consider for example scoring
class 1: approximately 11% of all companies (green bar) were assigned a 1 scoring. In this
scoring class, 9% of these companies went into default (red bar).


FALCON scoring distribution in test sample


The distribution shows a smooth consistent pattern, and reveals the model’s
discriminatory power as defaulted companies are categorized in the weaker rating classes
(skewed to the right).


Discriminatory power
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Discriminatory power is the capability of a scoring model to predict a company’s future
state as default or non-default. A common statistical measure to investigate the
discriminatory power of a scoring model is the Area-Under-Curve (AUC), which varies
between 0.5 (no discriminatory power) and 1 (perfect discriminatory power). Note,
however, that a score of 1 does not mean a model is perfect. A score of 1 would mean
that all defaults are in the lowest scoring category. As the other scoring categories have
positive PDs, some defaults are expected in each category.


The AUC of the sample above is 0.78, which is considered good to very good. This statistic
provides an indication of the overall scoring performance of the model. The curve below is
constructed by plotting the cumulative percentage of defaulted companies (vertical axis)
against the cumulative percentage of rated counterparties prior to default (horizontal
axis: scorings ranked from very weak to strong) as shown in the figure below.


Discriminatory power


The curve shows that 70% of the defaults occur in about 25% of the counterparties with
the lowest credit quality. This demonstrates the model’s strong discriminatory power: the
steeper the curve rises at the beginning, the more discriminative the scoring system.
When a scoring model has no discriminatory power, the cumulative percentage of
defaulters increases proportional to the cumulative percentage of counterparties, i.e. the
curve is simply a diagonal line.


FALCON Credit Limit


This section briefly describes the FALCON Credit Limit (FCL) part of the Financial Strength
module. The FCL is based on the CRS which is generated by the FALCON model. The FCL is
determined in two steps with seven components:


STEPS COMPONENTS


 I  Initial FCL


1 Counterparty Risk Score


2 Shareholders funds


3 Turnover
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STEPS COMPONENTS


II  Final FCL


4 Working capital


5 Number of years since incorporation


6 Outdated financials


7 Final cap


This section describes the steps that lead to the initial and final FCL.


It should be noted that:


Standard credit limits should be considered as guidelines and do not replace
human judgment.


In case a company has not been assigned a credit limit, it is still possible that the
company is creditworthy.


Collateral is not taken into account.


Step I: Initial FCL
The initial FCL is determined as the average  of the two limits that are derived from the
financial items Shareholders funds(SHFD) and  turnover. The limits are computed as a
percentage of the individual components. The standardized percentages are dependent
on the CRS of the company. A higher CRS indicates lower credit risk and therefore,
generally, results in a higher credit limit.


Note that the limits corresponding to the individual components cannot be negative, i.e.
are at least zero.


Step II: Final FCL
Step II consists of the following four consecutive sub-steps:


II.1 Adjustment for working capital


II.2 Adjustment for number of years since incorporation


II.3 Adjustment for outdated financials


II.4 Final FCL cap based on SHFD and total assets


In case step I results in zero, step II is skipped and the FCL is equal to zero. The maximum
final FCL is EUR 20 million.


Customization FCL
The goal of the FCL is to provide users of the Financial Strength module, among others, an
indication of the potential maximum (debtor) exposure to a counterparty.


Zanders can be contacted for additional information about a credit limit, if necessary. This
can be applicable when, for example, a higher credit limit is required or when there is no
FCL available.
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Depending on the user’s risk appetite the standard FCL can be customized to the user’s
needs. If this is the case, please contact Zanders. This customization will be built in Excel,
and can be offered in two ways:


1. Basic customization: adjustment of the parameters used in the FCL


2. Advanced customization: extend methodology by adding new components.


Please note that additional information and customization of the model can incur costs.
For details, please contact Zanders.


Notifications


Next to the rating output in Orbis, a notification box displays simple notifications for
certain scenarios. The table below shows:


1. Observation: what kind of scenario is observed for which a notification should be
given.


2. Notification: what notification should be given for this scenario.


3. Notification type:


a. Warning: something is going wrong, special attention.


b. Informative: the user is informed about a scenario.


 


Observation Notification Notification
type


Data is older
than 2 years


“Note that the calculated ratio scores are based on
old data and might therefore not be reliable.”


Warning


Country code
is not available


“No country risk is taken into account since no
country code is available.”


Warning


Industry
outside the
scope


“The company’s industry is outside the scope of the
model, therefore no rating is provided.”


Informative


No recent
financials


“The company’s financial statements are older than
36 months, therefore no rating is provided.”


Informative


Insufficient
financial
information


“The company has insufficient financial information,
therefore no rating is provided.”


Informative


Original
currency is not
EUR


“Please be aware that exchange rates are applied to
the financial figures, since the original currency is
not EUR.”


Informative
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Details about the Predictive Indicators by VADIS


VADIS Predictive Indicators: propensity to become bankrupt


The VADIS Predictive Indicator on the propensity of a company to be bankrupt (VPI Bankruptcy) is a score developed by VADIS. Using
Orbis data, it measures the likelihood of a company to declare bankruptcy in the next 18 months.


The indicator categorizes companies into different grades going from 1 (lowest propensity to go bankrupt) to 9 (highest propensity to
go bankrupt). This is done for all companies that are located in one of the fifty main industrialized countries and for which a score
can be computed when the most recent detailed financial data is available.


Note that the score can only be computed for companies when recent detailed financial information is available and if they are
located in one of the fifty main industrialized countries (see additional conditions below).


The score can take the following values:


VPI Value Definition


9 Company’s risk of going bankrupt within the next 18 months is more than 10 times the average of its country.


8 Company’s risk of going bankrupt within the next 18 months is between 5 and 10 times the average of its country.


7 Company’s risk of going bankrupt within the next 18 months is between 3 and 5 times the average of its country.


6 Company’s risk of going bankrupt within the next 18 months is between 2 and 3 times the average of its country.


5 Company’s risk of going bankrupt within the next 18 months is between 1 and 2 times the average of its country.


4 Company’s risk of going bankrupt within the next 18 months is between 1/2 and 1 of the average of its country.


3 Company’s risk of going bankrupt within the next 18 months is between 1/5 and 1/2 of the average of its country.


2 Company’s risk of going bankrupt within the next 18 months is between 1/10 and 1/5 of the average of its country.


1 Company’s risk of going bankrupt within the next 18 months is less than 1/10 of the average of its country.


 


This indicator is not available for all companies included in Orbis. A score may not be available for the following reasons:


P: For the country this company is located in, (partial) scoring was canceled for performance reasons.


Y: For the country this company is located in, no indicators modeling was possible.


B: This company is bankrupt, no indicator had to be calculated.


I: This company is inactive, no indicator had to be calculated.


F: There is no financial information available for this company, no indicators could be calculated.


R: There is no recent financial information available for this company, no indicators could be calculated.


U: Insufficient financial information is available for this company, no indicators could be calculated.


L: Only limited financial information is available for this company, no indicators could be calculated.


A: Only one year of financial information is available, no indicators could be calculated.


VADIS Predictive Indicators: Propensity to be sold


The VADIS Predictive Indicator on the propensity of a company to be sold (VPI P2BSold) is a score developed by VADIS. Using Orbis
data, it measures the likelihood of a company to be sold in the next 18 months.


Note that the indicator can only be computed for companies when recent detailed financial information is available and if they are
located in one of the fifty main industrialized countries (see additional conditions below).


The indicator can take the following values:
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VPI
Value


AssessmentVPI
Value


Assessment


A5 The company is classified in the top 2% of companies in its country having the highest probability to be sold within the
next 18 months.


A4 The company is classified between the top 4% and top 2% of companies in its country having a very high probability to
be sold within the next 18 months.


A3 The company is classified between the top 6% and top 4% of companies in its country having a very high probability to
be sold within the next 18 months.


A2 The company is classified between the top 8% and top 6% of companies in its country having a very high probability to
be sold within the next 18 months.


A1 The company is classified between the top 10% and top 8% of companies in its country having a very high probability to
be sold within the next 18 months.


 


This indicator is not available for all companies included in Orbis. A score may not be available for the following reasons:


The company is not part of the top 10% of companies in its country displaying the highest probability to be sold.


A model is not possible for the country in which the company is located.


This company status is set to bankrupt or inactive.


There is no financial information available for the company.


There is no recent detailed financial information available for the company.


There is insufficient financial information available for the company.


Only limited financial information is available for the company.


Only one year of financial information is available for the company.


VADIS Predictive Indicator (VPI): Estimated Deal Value (EDV)


The VADIS Predictive Indicator on a company's estimated deal value (VPI EDV) is an estimate developed by VADIS. Using Orbis data, it
estimates the future deal value of companies associated with a P2Bsold indicator and is expressed in terms of a confidence interval
(in other words, it has an upper and lower bound).


This estimate is not available for all companies included in Orbis. The estimate is only available for companies associated with a
P2BSold indicator.


For companies associated with a P2BSold indicator, the VPI EDV may be unbounded for the following reasons:


Lack of reliability of the available information to provide an estimate.


Lack of available information to provide an estimate.
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