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PRE-QUALIFICATION QUESTIONNAIRE – EVALUATION GUIDANCE FOR BUYERS

This guidance should be used by buyers to complete the PQQ Evaluation Matrix.  
Introduction 
This questionnaire is designed to be used for requirements for goods and services that are under the EU Procurement Regulations OJEU Threshold and are of low to medium risk to the authority.  These templates and procedures have been developed by the Standard Documents Working Group and been subject to external scrutiny and consultation by equality and environmental supporters.  In addition they have also been tested in several local authorities in the region and are Compact Code of Good Practice compliant.
The main purpose of the Pre-Qualification Questionnaire (PQQ) is to reduce the number of suppliers to invite to tender to a manageable amount. As with all selection processes a PQQ should be evaluated consistently and objectively according to a defined model which should be finalised prior to opening and commencing the evaluation of submitted questionnaires. Ideally the evaluation model would be finalised and agreed before issuing PQQ templates to interested suppliers and, at the latest, prior to receipt of completed PQQs. Buyers carry out their evaluation of completed questionnaires and exclude those suppliers who do not meet the minimum requirements of suitability to do business with. The precise manner in which buyers undertake the PQQ evaluation may vary somewhat depending on the nature of the contract (for example, value and importance), but some basic guidelines are provided below. Please note that this is not intended to be definitive, or to replace professional judgements by procurement staff or professional advisors on a case-by-case basis. 
The recommended approach is based on the familiar “weighted scoring approach”, in which the buyer scores responses to the PQQ questions according to a pre-agreed scoring system – typically being scored 0-5 or 0-10. The scores for questions within each section are then multiplied by a weighting factor assigned to each section on the basis of its importance relative to other sections. The weighted scores for the sections are then added together to give a total weighted score for the PQQ response.   If weightings are to be used they must be notified to the suppliers expressing an interest when sending out the PQQ.
It may not be considered appropriate to score each part of the PQQ response. For example, an assessment of company financial information does not lend itself to scoring. In these cases it may be considered more appropriate to evaluate the responses on the basis of risk (e.g. low financial risk to contract performance, medium risk, high risk) and to consider these ratings along with the total weighted score awarded to that PQQ response before deciding whether to invite that supplier to tender. 
If the responses provided in the completed PQQ raise doubts about some aspect of a supplier’s suitability, but that supplier appears to be otherwise appropriate, the buyer may wish to seek further information or clarification from the supplier concerned before proceeding. 

Section 1 – Organisation Details 
This section of the PQQ allows the buyer to gather some basic contact details about each supplier and to establish the legal entity with which any resultant contract would be agreed. All sections should be completed. 

For registered companies, the buyer may wish to confirm company identity and basic details with Companies House - basic company details can be accessed on-line and without charge at http://www.companieshouse.gov.uk/info/. 
The same applies to charities registered with the Charity Commission at http://www.charity-commission.gov.uk/registeredcharities/first.asp, and social landlords registered with the Housing Corporation at http://www.housingcorp.gov.uk/resources/register/select.htm. 
As the information requested in this section is purely fact-finding and should be easily completed it is inappropriate to apportion weighted scores to the responses provided. However, any concerns which arise over the supplier’s company details may give rise to questions as to whether they should be invited to tender 
Section 2 – Financial Information 
These questions are intended to gain a basic indication that the supplier is not in financial trouble. For many low value or short-term contracts the financial health of the supplier may not be critical to the buyer, but nevertheless a financially troubled supplier could still represent a risk to satisfactory contract completion, and a non-scored risk-based approach to assessing this part of the PQQ response is suggested. 

2.1 Turnover 
The turnover should be checked to ensure that there hasn’t been a drastic fall in the past two years. Allocating an arbitrary contract limit based on turnover is not recommended, but turnover should be checked to ensure that it doesn’t appear inconsistent with the value and importance of the proposed contract. 

2.2/2.4 Payment of creditors and bank requirements 
If the supplier has answered “No” to either of these questions it could be indicative of poor financial controls, cash flow problems, and / or problems servicing debt. In that case considerable caution should be exercised unless the supplier has provided clear explanations that matters have been put right. 

2.7 Availability of financial details 
The supplier should have answered “Yes” to at least one of these. If not it suggests that the organisation could lack effective financial controls or information. As such the supplier might be at financial risk and therefore represent a risk to contract delivery as a potential contractor. 

A rating system of ‘Full, satisfactory responses provided with no areas of concern’ / ‘Partial, satisfactory responses provided with some cause for concern’ / ‘Unsatisfactory responses provided with significant cause for concern’ or ‘No responses provided’ is suggested. Either of the latter two ratings should raise questions as to whether the supplier should be invited to tender. 

For requirements of a low value and risk, it is neither economic nor efficient to carry out analysis or source external financial checks at this stage, although this should be carried out for firms intended to be on the ITT shortlist if the value exceeds the authority’s tender threshold.
Section 3 – Business Activities 
On most occasions a buyer will want to establish that a supplier has experience and expertise in the field that is the subject of the proposed contract and that the work required would not be a new departure for them, or if the supplier would intend to sub-contract. Buyers should check the information provided in this section against the necessary levels of experience/expertise. 
The section also provides for the supplier to furnish information concerning the number of staff they employ so that this can be assessed against the levels of resource the buyer feels would be necessary to ensure satisfactory performance of the required contract.
A scoring system which apportions scores long the lines of ‘Relevant business activities and adequate resource level’ – high marks / ‘Concern over-relevance of business activities and/or resource level’ – lower marks / ‘No responses provided’ – no marks, is suggested. 

Section 4 – References 
Again, the basic rationale behind this section is to enable the buyer to assess the level of relevant expertise and experience possessed by a supplier. Buyers should check that the organisation has provided references that are relevant to the buyer’s requirement and that the values of these are consistent with the likely size and value of the requirement. A newly set-up supplier might be unable to provide three references, but at least one or two should be available. 
Of course, the suppliers’ ability to make reference to comparable previous work will depend upon the buyer providing a good informative overview of its basic requirements in the information issued to suppliers with the PQQ. 
A scoring system of ‘Relevant references’ – high marks / ‘Partially relevant references’ – lower marks or ‘Concern over terminated contract(s)’ / ‘Irrelevant references’ – low marks or ‘References not provided’ – no marks, is suggested. 

Section 5 – Insurance 
Employers liability is a legal requirement (except for sole traders), this should be at least £5 million. Public liability insurance is also essential for any well-run business. Of course, the level of cover considered appropriate will be commensurate with the contract’s value and significance and should therefore vary from procurement to procurement. 
A scoring system of ‘Adequate level of insurance’ – high marks / ‘Insufficient insurance’ – low marks or ‘No insurance’ – no marks, is suggested. 

Section 6 – Quality Assurance 
If the supplier has neither accreditation nor a quality system, this may give rise to doubts about its ability to provide goods or services of a consistent quality. As a minimum, one would expect to see a supplier provide information that it has considered the implementation of appropriate controls to achieve and ensure consistent performance and intends to adopt such processes where appropriate. 

A scoring system of ‘Certificated quality management system’ – high marks / ‘Proprietary quality management system’ – lower marks or ‘No quality management system’ – low or no marks, is suggested. 

Section 7 – Health and Safety 
Suppliers that employ five or more staff are legally required to have a written Health and Safety policy. 

If the supplier does not have a Health and Safety system, there may be doubts about its commitment and ability to meet H&S requirements. However, the importance of this section, and therefore the weighting factor applied to scores, will of course vary widely according to the type of procurement being undertaken.
A scoring system of ‘Documented Health and Safety system’ – high marks / ‘Health and Safety quality management system’ – lower marks or ‘Health and Safety not specifically addressed’ – low or no marks, is suggested. 

Section 8 – Equality and Diversity 
In order to demonstrate that equality and diversity are provided to all staff and discrimination is combated within their organisation, suppliers are asked to state whether they maintain a written equality and diversity policy. 

If the supplier does not have a written equality and diversity policy, there may be doubts about its commitment and ability to fairly and equally manage its workforce. 

A scoring system of ‘Written equality and diversity policy’ – higher marks / ‘Equality and diversity not specifically addressed’ – lower marks, is suggested. 

Section 9 –  Environmental Management 
Government policy is that environmental issues should be carefully considered in procurement – OGC / DEFRA guidance on the issue is available at http://www.ogc.gov.uk/embedded_object.asp?docid=1001225. Once again, the importance of this section will vary widely according to the type of procurement being undertaken. 
If a supplier lacks an environmental policy it may be difficult to establish whether it can provide the solution whilst minimising effects on the environment, or whether it can meet the requirements of environmental protection legislation. 
A scoring system of ‘Environmental management system present’ – higher marks / ‘Environmental management not specifically addressed’ – lower marks, is suggested.  Evidence of actions undertaken would add further marks. 
Section 10 – Professional and Business Standing 
If the supplier has answered “Yes” to any of these questions, there must be doubts about the propriety of the organisation unless the supplier has provided an answer that clearly indicates the problem has been resolved and that steps have been taken to prevent its recurrence. 

A scoring system of ‘No applicable circumstances’ – high marks / ‘Applicable circumstances but satisfactory corrective action taken’ - lower marks / ‘Applicable circumstances with cause for concern’ – no marks, is suggested. If a response falls into the last of these categories it would be appropriate to consider whether the supplier concerned should be deselected on this basis. 
Section 11 – Requirement-specific Questions 
Any questions posed in this section will relate solely to the requirement itself. As such the scoring model should be developed by the buyer based on the high-level specification, bearing in mind that any information requested in future evaluation stages must not duplicate any questions already asked. 

It is likely that a high weighting factor will be applied to scores achieved for this section, reflecting the importance of requirement-specific supplier capabilities. 

Section 12 – Declaration 
This is simply the confirmation to the buyer by the supplier that the information provided is valid and correct and is the final section of the PQQ with the exception of explanatory notes. 

It is inappropriate to apportion weighted scores to the declaration, although if left incomplete there may be concern that the supplier is not prepared to warrant that the information provided is correct. 

Module 1 - Additional Financial Information 
This section is optional for inclusion by buyers (and should be included in the PQQ where content is relevant to the requirement) and the information it seeks may be asked for in cases where the financial stability of the supplier is important because financial failure of the supplier during the contract would adversely impact the operations of the buyer’s own organisation. For example, this could apply where the requirement is for a time and / or mission critical product or service, or a specialised or bespoke item. 

It should be borne in mind that full evaluation of a supplier’s financial position requires analysis of full accounts by suitably trained staff. However, responses to these questions should give an indication of whether there are potential concerns over the financial standing of the supplier. 

3. Turnover 
As per “core” questions – see Section 2. 

4. Profitability 
The supplier’s business should preferably have been profitable for each of the past two years, and the profit margin should not have fallen substantially. 

5. Net worth 
Ideally the supplier’s business should have a positive net worth in both the last two years, and this should have increased in the most recent year. 

7. Cash and credit 
Ideally, the supplier should also have a positive cash balance, or at least the credit facility should be significantly greater than the overdraft. If there are issues about the financial stability of the supplier, but it has a parent company that is financially sound, it may be appropriate to seek the supplier’s preparedness to secure a formal guarantee from that parent company at tender stage. 

Again, a risk-based assessment system is recommended, with responses categorised as ‘Full, satisfactory responses provided with no areas of concern’ / ‘Partial, satisfactory responses provided with some cause for concern’ / ‘Unsatisfactory responses provided with significant cause for concern’ or ‘No responses provided’, is suggested. If a response is evaluated as either of the last two categories then it would be appropriate to consider whether the supplier concerned should be deselected on this basis. 

Module 2 – Additional Health and Safety Information 
This section is optional for inclusion by buyers (and should be included in the PQQ where content is relevant to the requirement) but it does offer suppliers the opportunity to provide more information on their approach to health and safety and relevant policy and systems if they have them. 
It is suggested that responses to this additional module be scored as a whole rather than by section. The buyer will have to give thought to the weighting factor applied in order to incorporate this assessment appropriately into the overall PQQ evaluation. 
A scoring approach of ‘Full satisfactory response provided’ – high marks / ‘Partial, generally satisfactory response provided’ – lower marks / ‘Unsatisfactory response’ or ‘No response provided’ – low or no marks, is suggested. 
Module 3 – Additional Equality and diversity Information 
This section is optional for inclusion by buyers (and should be included in the PQQ where content is relevant to the requirement) but it does offer suppliers the opportunity to provide more information on their approach to equality and diversity and relevant policy if they have one. 

It is suggested that responses to this additional module be scored as a whole rather than by section. The buyer will have to give thought to the weighting factor applied in order to incorporate this assessment appropriately into the overall PQQ evaluation. 

A scoring approach of ‘Full satisfactory response provided’ – high marks / ‘Partial, generally satisfactory response provided’ – lower marks / ‘Unsatisfactory response’ or ‘No response provided’ – low or no marks, is suggested. 

Module 4 – Additional Sustainability Questions
This section is optional for inclusion by buyers (and should be included in the PQQ where content is relevant to the requirement) but it does offer suppliers the opportunity to provide more information on their approach to environmental management and relevant policy if they have one. 
It is suggested that responses to this additional module be scored as a whole rather than by section. The buyer will have to give thought to the weighting factor applied in order to incorporate this assessment appropriately into the overall PQQ evaluation. 
A scoring approach of ‘Full satisfactory response provided’ – high marks / ‘Partial, generally satisfactory response provided’ – lower marks / ‘Unsatisfactory response’ or ‘No response provided’ – low or no marks, is suggested. 

Weightings 
As noted above, the weightings for the scores appointed to the evaluation of each section will differ according to the subject matter of each procurement and buyers have the option to include some or all of the three supplemental modules which, if used, will also have to be factored into the overall evaluation of responses. 
A suggested weighting model is included below for illustrative purposes. 
	Section 
	Suggested Weighting 

	1. Organisation Details 


	N/A 

	2. Financial Information 


	N/A – risk based assessment 

	3. Business Activities 


	0.5 

	4. References 


	0.5 

	5. Insurance 


	0.3 

	6. Quality Assurance 


	0.3 

	7. Health and Safety 


	0.3 

	8. Equality and diversity 


	0.3 

	9. Environmental Management 


	0.3 

	10. Professional and Business Standing 


	0.5 

	11. Requirement-specific Questions 


	1 

	12. Declaration 


	N/A 

	Module 
	(where used) 

	1. Additional Financial Information 


	N/A – risk based assessment 


	2. Additional Health and Safety Information 


	0.4 

	3. Additional Equality and Diversity Information 
	0.4 

	  4. Additional Environmental Management 

       Information
	0.4
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