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Strategic Supplier Contract Extensions, Break Clauses, New Projects

New Relationships Existing Relationships Broken Relationships
You’re procuring or You’re in a partnership that It’s gone wrong. You need help
contracting and you need it could be working better. to exit a relationship early

to work really well. and safely transition to another.
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Contract Extensions and Additional Projects; drive maximum value / fitness for purpose

(BJECTIVE should you extend your contract or execute the break clause? How can you assure value for money?

1-OUTCOMES

Internally
workshop “The

Future State” of

the services /

solutions you
need ®

1
2-REQUIREMENTS

Align
requirements
to outcomes M

MUNTHSJ> 1-4

3-STAKEHOLDERS 5-DILIGENCE 6-SOFT MARKET
OUTPUTS TEST
Do you extend
thg contract, End-to-end Test outcomes
split it up or outcomes gap and ‘Art of the
cancel? analysis Possible’ with
different
r% suppliers for
0A0 0 VFM. Normally
M M W done before
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4-SUPPLIER'S DUE DILIGENCE ?IU extended

Extensive scoping exercise for supplier

to agreed terms of reference
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7-COMMERCIAL TRUST NEGOTIATION

Use end-to-end outcomes and discuss

VEM based on market testing

8-CONTRACT FOR

ADVICE ]
e

Incorporate both
reference terms
for supplier’s
due diligence

and its output
into extension

l 20-24
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9-0PTIMISATION

Monitor against
outcomes
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

The 10 characteristics of an optimised
strategic supplier relationship

To drive maximum value

Objectives being met High reputation with your
peers
SERVICE e Critical friend supplier Internal team aligned
Strategic Client
Supplier Inherent commercial trust Services always aligned to
outcomes
Sustained collaboration Flexible/agile contract
and innovation structure
Reduced service cost Evidenced based results
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Strategic Supplier Contract Extensions, Break Clauses, New Projects
The Eight Key Components Found in Every Fit for Purpose Strategic Supplier Relationship

The OPTIMISE Process

ARTICULATED BUSINESS VISION

------------------------------------------------------------------------------------------------------------------------------------------------------
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Diagnosing crises in enough time — honest conversations with your strategic suppliers

MARKET OF VALUE / STOCK OF IDEAS Market still of value? New business ideas?
INNUVATIUNS ............................................................................................................... T —E——P—
CUSTUMERS .................................................................................................... T —
UPERATIUNALRESULTSH T E—————
REVENUEH S ——————
CUSTsn S ———————
LIQUIDITY .............................................. n YT ————
CHEDITWUBTHINESS ........ n Will their bank still offer them credit?

INSOLVENCY n Cashflow is king; can they avoid bankruptcy if you and other clients support them?

M
Risk level 1

i)
Risk Level 3
(Crisis)
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Re-Building Commercial Trust — five key steps to lead by example

STEP 1 : CHOOSE TO BELIEVE YOUR SUPPLIER HAS BEST INTENTIONS

STEP 2 : START WTH YOUR OWN BEHAVIOURS

STEP 3 : DECLARE YOUR INTENT AND ASSUME THEY WILL FOLLOW

STEP 4 : SUPPLIER WILL (EVENTUALLY) START TO FOLLOW

STEP 5 : VIRTUOUS CIRCLE OF TRUST PERMEATES TO OTHERS
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Level of supplier expertise

Strategic Supplier Contract Extensions, Break Clauses, New Projects

Strategic Supplier’s “Expert Responsibilities” can be implied in law

Court Rulings

Strategic Supplier’s “Expert”
Responsibilities
| |

Validate the
Validate what  Validate what  consequential
they can they cannot = impact of what
deliver deliver they cannot

deliver

Strategic

Partner

Specialist
Supplier

v
—

Give advice to
client with
Reasonable

Care and Skill

upplier has a
‘Duty to Warn’

Vendor /

you of adverse
impact on
project

Buyer

The Courts view the Supplier as the
‘expert’ in fit-for-purpose services
(not the purchaser)

Client dependency on supplier advice
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Strategic Supplier’s “Expert Responsibilities” can be implied in law

Free paper

The strategic supplier’s
“Duty to Warn”; how to
assure fitness for
purpose.

Enter ‘VR’ into the
questions box for your

copy
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Strategic Supplier Contract Extensions, Break Clauses, New Projects
Driving Collaborative Innovation — 6 monthly ‘re-shaping’ process

¥

d On-going 6 monthly cycle in collaboration with strategic supplier
|deas : : :

Review : Generaion
Previous6 IR Staff Vision
Month'’s Workshops \
Performance B Shape and
sammal Change Pilots ggpd Review Service
: : : Outcomes
Roll-Out and Adoption of :
Innovations (Update Ops Model)

Resolve Operational Review Financial Y ’
Integration Challenges Model

_ Checkpoint% Reviews : :
\ 4 \ 4 \ 4 \ 4

Reshaping
Governance

Agree Next 6
Month Scope

Update Ops
Model
Update Spec
and Contract

Change Ops
Behaviour

v
Month 1 Month 2 Month 3 Month 4 Month 5 Month 6

Independent Moderator Role; facilitation / critical friend challenge /

stakeholder relationships
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Strategic Supplier Contract Extensions, Break Clauses, New Projects
The Key Strategy Process to Achieve Fit for Purpose Strategic Supplier Contract Structures

“Imagine the extension is already implemented. What
outcomes are we achieving we couldn’t achieve before?”

WHAT IS THE FUTURE STATE?

“What specific objectives are we achieving to enable the

TARGET OBJECTIVES , p
above outcomes, that we could not achieve before?

“What measurements tell us that we are getting the right

SMART KPIS , b
behaviours?

“What are we learning every 6 months, so that we keep
the services, changing objectives and contracts aligned?”

RESHAPING PROCESS

Sige Ve NN iZcllM A/l of the outputs from the above steps are translated into
SUPPLIER CONTRACT contract terms that drive outcome based behaviours
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Not extending? Going to break? 13 Key Exit and Transition Considerations

(5) Pension
obligations
(funding diligence)

(2) Appoint
Programme /
Project Manager(s)

Indicative Plan

(10) Facilitate new
and legacy
supplier

I ] (13) Exit and
relationships

transition costs

. (3) Business (12) Transfer of
f.?:ai)gittg:‘d outcomes to be (8) Your right to third party
achieved receive services contracts
\ 4 \ 4 h 4 b A V- b A V. W-
1) Complexity of 7) Data
( Lervicz rem‘i,t (4) Staff (TUPE and con(si():lerations (11.) Knowledge /
(Consider 24 months Secondment) intellectual
before actual break transfers property transfer
or exit) , (9) “In-flight’
5} perstional
considerations
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Not extending? Going to break? The behavior to watch for from your strategic partners

END NEW BEGINNING

Rejection Enthusiasm

Apprehension Trust

Shock Relief
Resignation Hope
Anger/Fear Impatience
Confusion / Frustration Acceptance

Resistance Destabilisation of Services Feeling of Loss Exploration
Virtual ‘Blackmail’ Demands Creativity
e CODEANICE e HighStress Level
Aimless Energy
- NEUTRAL ZONE -
13 Best
© Copyright Best Practice Group plc 2020 Practice

“  Group*™



Strategic Supplier Contract Extensions, Break Clauses, New Projects
Intelligent Client Function — What ‘Good’ Looks Like

freres® Diversified Client Function

Objectives & Thought
Process Leadership &

Alignment || Strategy \ : Average ROI Expert C||ent Function
A i Innovation &

x3.0

Service Re-

Shaping
I i ht, . . .
(_( ( Strategy )—) frereee®® Intelligent Client Function
i Commerecial

Commercial
Negotiating Vi

Skills 6’ading\c’(( Building
A ROI
EIRES Contract Management
Purpose

Expert Supplier

Responsibilities Contracting
Skills

Average ROI Ad_HOC Contract ACtIVIty

Eight behaviors Ten professional areas Five bands of professional competence
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

Assess the Commercial Trust in your Strategic Supplier Relationship

preliminary checklist for diagnosing problems with commercial trust

area of vendor relationship self-check issues to consider

Are there protagonists that do not get on well
together?

How to:

Do both parties actively collaborate?
Is there still a blame culture and ‘finger pointing’?

ImDroving
outsourcin,

Improve Outsourcing  ritionsnigs

"MProve perform,

Relationships g

Is there any 'bad mouthing' going on?

approach |
and attitude When something goes well, do both parties recognise |

this and publically compliment the behaviour?

Are both parties trying to behave ethically towards
one-another?

Is there a ‘them and us' dialogue?

in 8 Steps

GET THE FREE EBOOK

Are each party's drivers and motivations clear to the
other?

Do both parties do what they say they are gaing to
do, when they say they are going to do it?

Are promises made that are not fulfiled?

perceptions Do they respect each other's views? |

Do they appreciate the challenges each party has in
fulfiling their obligations under the agreement?

Do they both know ‘what good looks like' and act
upon it?

Do they believe they can trust one another?

Do they both perceive that they are putting equal
effort into maintaining the relationship?

Building Commercial Trust for
open and honest e
conversations (pages 18-29

support they need to mobilise solutions to challenges?

Does the service user frequently recommend the
wendor to internal and external organisations?

Is there constructive feedback on improvements to
the relationship?

Do both parties warn each other of things that might
go off the rails? Is there an “early warning’ system?

Are there both formal and informal communication
channels that oparate regularly?

Do both parties continually seek to innovate and
improve the level of service?

process Are both ‘carrots and sticks’ (i.e. incentives and penalties)

Enter 1OR’ into questions box
for a free co py e ——r————

Is the satisfaction of both parties being measured
openly and honestly?
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

How to get started
Would you like an informal and confidential chat about whether you extend your
contract or exercise your break clause?

You’ll finish the call knowing specifically what to look for and the key principles of what
actions to take.

We'll cover:

1. Contract: What principles are likely to work for you and against you?

2. Outcomes and Requirements : Are some aspects clearer than others to avoid misunderstandings?
3. Timing:Is there a better time window to consider leverage?

4. Relationship : Is the trust in the relationship likely to provide good value for you?

5. Driving maximum value : Whether your internal client team is driving the best value for you?

Just type ‘IC into the questions box and we’ll arrange
an informal chat at a time that works for you.
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Strategic Supplier Contract Extensions, Break Clauses, New Projects

ANY QUESTIONS?

Advice@bestpracticegroup.com

https://bestpracticegroup.com
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