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Innovation procurement — PCP & PPI

Public Procurement of
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Conducting an Innovation Procurement

PCP

PCP Communication; TFEU;
State Aid Framework

competitive development in
phases

risk-benefit sharing under
market conditions

a clear separation between
the procurement of the R&D
from the deployment of
commercial volumes of end-
products

PPI

» Procurement Directives;
TFEU; State Aid
Framework

» One competitive phase

» Could have two stages
(e.g., competitive dialogue
or negotiated procedure)

» (Large) deployment of
commercial volumes of
end-products



Technology readiness levels

TRL 1 Basic principles observed

TRL 2 Technology concept formulated

TRL 3 Experimental proof of concept
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TRL 4 Technology validated in lab ]

TRL 5 Technology validated in relevant
‘ environment

TRL 6 Technology demonstrated in
relevant environment

TRL 7 System prototype demonstration in

operational environment

TRL 8 System complete and qualified |

TRL 9 Actual system proven in operational
environment
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Understanding PPI g

In PPl public procurers act as a launch customer
(early adopter) of innovative goods or services
that are:

- close or even already available on the
market in small quantity, but

- not yet deployed on a large scale
commercial basis.




Understanding PPI

PPl does not include the procurement of R&D but may *
include conformance testing before the purchase of a
product to verify if solutions on the market can

conform with the deployment requirements.




When to use PPI

- the solution to the public procurers’ needs is
closer to the market than in case of a PCP
approach;

- no R&D is required

- industrial R&D has already progressed up to
the level at which a first batch of end
products has been produced and validated
through field tests and is already on the
market, but hasn’t been scaled up yet to meet
the price/quality requirements for large

deployment.




Legal basis g

e TFEU

* Public Directives:

e Directive 2014/24/EU on public procurement and
repealing Directive 2004/18/EC

e Directive 2014/25/EU on procurement by entities
operating in the water, energy, transport and postal
services sectors and repealing Directive 2004/17/EC

* Directive 2009/81/EC on the coordination of
procedures for the award of certain works contracts,
supply contracts and service contracts by contracting
authorities or entities in the fields of defense and
security

2014 Framework for state aid for R&D&|




Conducting a PPI

a) Drafting the PPl tender documentation
*¢* PPI Contract Notice — PIN (published in TED)
** PPI Request for tenders (ITT / Tender Regulation)

\/

** PPI Procurement Contract (PC)

b) Conducting the procurement procedure
** Publication of the contract notice
** Selecting suppliers and awarding the PC
** Monitoring implementation of the PC




Drafting the PPI tender docs

** Description of the procurement object and of the

context of the procurement

» Technical specifications described in terms of
outcome-based requirements/ functional
specifications

** Description of the procurement process

<

L)

» Description of the legal, economic, financial and
technical information (e.g., monetary k value,
payment info, language of proposals etc.)

)




Drafting the PPI tender docs .

\/

** The terms of presentation of the tenderers'
offers and tendering requirements

v" Exclusion, selection and award criteria
v Allocation of the weightings based on the
importance of the criteria




Drafting the PPI tender docs

- Exclusioncriteria —concerningthe bidders

- Selectioncriteria regard the bidders:
- Suitabilityto performthe professionahctivity

- Economicand financial standing (neprovisionson
turnover toallow more SMEsto compete)

- Technical and professionability

« Public procurers will check whether bidders
- experience with the type of the tendered contract;

- personnel with the required educational and professional
background,;

- technical equipment;

- ethical and socially responsible approaches, focusidguens
sustainability.




- Award criteria regard the tenders based on MEAT
(art. 67 PSD & art. 82 UD):

Drafting the PPI tender docs

Identified on the basis oprice/costusinga LCC
approach

Couldincludebestprice-quality ratio, assessethased
on criterialinkedto the subject matter of the contract:

Qualitative(e.g.,technicalmerit, functionality,
accesibilityetc.)

Organisatiorqualificaitonof staff usedfor the contract
implementation

Environmental
Social
After-sales servicestéchnicalassistance etc.



Drafting the PPI tender docs

The following award criteria were applied by the Swedish public
procurers for the purchase of heat recycling systems for existing

apartment blocks:

Evaluation criterion Max number of points

Energy efficiency 25
Cost 25
Indoor climate parameters and monitoring of 20
temperature and energy consumption

Design, function and system flexibility 10
Installation, robustness, operation and maintenance 20
Total number of points 100

Sourcehttp://www.bebostad.se/wp-

content/uploads/2013/08/Heat Recycling Procurement eng invitat

ion.pdf




Drafting the PPI tender docs

- an optimum combination of whole life costs,long
term costs and quality that meets the OOA OO
requirements will favor innovations which offer
best value on the long term, despite looking more
expensiveor lessadvantageousnthe shortterm

- basedon the aspectshighlighted (by users)during
the needsidentification phaseand verified during
the market consultation

CSR requirements/LCCincluded in the award
criteria




Technicalspecificationsdirectly influencethe
numberandquality of tenders
Toencouragannovation, they shouldbe:

Drafting the PPI tender docs K

Based on market consultation outcome

Expressedn terms of outcome/ performance
basedspecifications

Described by reference to standards / GPP
criteria

Refer to appropriate specifications that are
definedinecel AAAT O | OAA OEA
# A O A368/18)

Not excessively technically descriptive



Drafting the PPI tender docs

(he technical specifications drawn up by public purchasers need to allow

procurement to be open to competition as well as to achieve objectives

sustainability. To that end, it should be possible to submit tenders that reflec

diversity of technical solutions standards and technical specifications in t *

marketplace, including those drawn up on the basis of performance criteria li

the life cycle and the sustainability of the production process of the works, s
and services (R74&R83)

Sustainability included In the tender specificatiorzs3P

- Peoplez social sustainability & ethical considerations (e.g., labor
conditions & standards)

- Planet z environmental sustainability (e.g., product life cycle

analysis)

Profit z economic sustainability (e.g., value for money)




Example of specifications 3

Privacy by design

An example of Value
Sensitive Design that is
concerned with
respecting the privacy
of end users of (IT)
systems.




Conducting a PPI
Key issues to consider h

 Encourage vendors

« Announce intention to buy a sizeable amount of
solutions by a specified time

 Clarify requirements to assess if market is ready

* Plan it well

e Evaluate results

« Launch PPl /don’t launch PPI




Conducting a PPI K
Best practices x

https://www.youtube.com/watch?v=U5vAcFt3K s



http://eafip.eu/

The contractual strategy .

- Performance clauseg meant to incentivize contractors

- could include, for example, environmental / energy
performance and other specific commitments related
considerations

- must be publishedand set out clearly within the tender
documentationin order to ensurefull information of the
Interestedbidders

- mustbelinkedto the performanceof the contract

- Monitoring performance clauses
- to assess development during project implementation
- 1o assess the progress made by the contractors




The contractual strategy

- Examples of performanceclauses

- Performance payments for key performance
Indicators (e.g., energy efficiency, minimization of
waste, efficient useof resources)

- Provide for the possibility to negotiate contract
extensions for innovative design alterations,
however, conditioned upon mentioning this
possibilityunderthe tenderdocumentation




- Examples of performance clauses

The contractual strategy

Guarantees that the contractors having
Implemented the project will be mentioned in the
publicity done for the outcome which meet high
performancestandards

Incorporation of a O O E & @ Kdadse and/or an
OET T 1 ©A @&s$efaccordingto which savings
on initially plannedbudget which are triggered by
the employment of innovative solutions could be
shared between the public procurer and the
contractor(VE)



The contractual strategy .

VE-Value Engineeringclauses

- offer the possibilityto improve VFMduring contract
execution of when it becomes clearer which
elements of the project increase costs, while not
adding commensurate value to the overall
performance

- may allow contractors to propose, and public
procurersto accept, new state of the art solutions
occurring during the contract execution =>
amendmentof an existingcontract (art 72PSD& art
89UD)




The contractual strategy

VE-Value Engineeringclauses

- the substantial or material core of the contract
must not change

- animprovementfor the achievementof the needs
would result in savingsand the innovation of a
serviceor process
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The contractual strategy
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Thank you for your attention!

Stephan Corvers
s.corvers@corvers.com

Ramona Apostol
r.apostol@corvers.com

Ana Lucia Jaramillo
a.jaramillo@corvers.com

Corvers Procurement Services b.v.




