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PREFACE

This Guidebook is designed primarily to assist AID Project Officers in meeting
their responsibilities for the oversight of AID-financed host country contracts
as efficiently and effectively as possible. Toward this end, the Guidebook
discusses the role of the Project Officer in the basic procurement and monitoring
processes involved in host country contracting, from the outset of procurement
planning during the project design phase, through the major steps leading to
contract award, and in the subsequent stages of contract administration and
implementation. At the same time, the Guidebook offers host country Project
Managers and their respective Contracting Agencies useful guidance in the

administration of AID-financed contracts.

To help the Project Officer find his way through the thicket of AID requirements
relating to host country contracts, che Guidebook summarizes the pertinent
policies and procedures and suggests the proper role of the Project Officer under
differing sets of circumstances. Because of the nature of AID operations, the
part played by the Project Officer in host country contracting may vary widely
from country to country, or even in some countries from one Contracting Agency to
another. This is a role neither simply summarized nor easily fulfilled.

The depth and degree of a Project Officer's involvement in a host country's
contracting operations and contract administration depends, of course, in large
measure upon the experience and competence of the country's Contracting Agency.
Whatever the circumstances, however, the Project Officer remains responsible for
representing and protecting AID's interests and rights notwithstanding the fact
that AID itself is not a party to host country contracts.

The basic AID procurement policies and procedures relating to host country
contracting derive from a number of Handbooks, notably Handbook 3, Project
Assistance, and Handbook 11, Country Contracting. It is important to note that
the Guidebook is not intended to replace nor substitute for the Handbooks, which
set forth in more explicit detail both the rules and guidance for host countries
in undertaking AID-financed contracts. Thus, the Guidebook should be treated as
a supplement to the Handbooks or other AID official documents referenced in the

text.
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Where questions of interpretation or clarification arise, the policies and
procedures set forth in the relevant sections of the Handbooks and other official
AID issuances take precedence over the text of the Guidebook.

Finally, masculine pronouns in the text are to be interpreted as including both

men and women.

**************

Development Associates wishes to acknowledge the invaluable contributions and
assistance of the many AID officers whose views and guidance were solicited
during the course of preparing this Guidebook. We are particularly indebted to
the Deputy Assistant to the Administrator for Management and to the Office of
Management Planning for their advice and cooperation, and for generally
facilitating the progress of our efforts. We sincerely hope that the specific
clients for whom this Guidebook has been designed -- the personnel who are now
serving or who will serve in the future as Project Officers -- will find this
Guidebook the helpful, user-oriented document we sought to make it.
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CHAPTRR I
INTRODUCTION

A. Background

Successful implementation of development projects is critical to the economic
growth of the less developed countries. It is increasingly important to the
advancement of long-range U.S. foreign policy goals in this emerging era of
"development diplomacy.'" Project implementation is also a process in which the
United States can make a unique contribution through the introduction overseas
of American technology and systems. And beyond this, it provides an oppor-
tunity, through demonstration and training, to enhance the institutional
development and managerial competence of the countries being assisted by the
United States.

In furtherance of the policy set forth in Sections 102(b)(8), 601, and 621(a)
of the Foreign Assistance Act, AID has relied increasingly in recent years on
so-called "intermediaries' -- universities, contractors, scientific institu-
tions, voluntary organizations, and other private entities -- for the execution
of its programs and projects. This trend is projected to continue in the
future, underscoring AID's primary role as a planning, financing, and monitor-
ing agency. Utilization of these non-governmental facilities enables both AID
and the recipient countries to tap the resources and skills of the private
sector in addressing the still formidable challenges of development overseas.

Procuring the services of intermediaries to implement, or assist in the imple-
mentation of AID-financed bilateral projects is normally arranged through the
execution of an AID-funded contract or grant. Contracts for the services of
intermediaries may be awarded either by AID directly (on behalf cf a host
country), or may be awarded by a host country subject to AID regulations and

procedures.

As a general policy, and as discussed later, AID encourages contracting by host
countries themselves whenever feasible, rather than having AID itself contract




directly with the suppliers of project-related services and equipment. Not-
withstanding this policy, however, for a variety of valid reasons AID itself

frequently makes such contracts directly.

Whichever method of contracting -- "host country contract" or "direct AID
contract" -- is determined to be the most appropriate in a given situation,
both modes are implementing functions designed to carry out approved projects.
It is important to keep the distinction between these two contracting channels
in mind because of the differing procurement procedures, contractual relation-

ships, and oversight functions applicable to each mode.
Guidance relating to the management of direct AID contracts and grants will be
found in Supplement A of Handbook 3, entitled "Project Officers' Guidebook ~-

Management of Direct AID Contracts, Grunts, and Cooperative Agreements."

The role and functions of AID Project Officers responsible for supporting and
monitoring AID-financed host country contracts are set forth in this Guidebook.

Project Management and Implementation

In terms of AID operations, ""project management" may be described as the
process whereby AID oversees and monitors all aspects of an AID-financed
undertaking -- from conceptualization of a project through its design,
approval, funding, negotiation and agreement, implementation, and final
evaluation phases. Project management is thus a continuum encompassing the
roles and interactions of AID, the host country, intermediaries (contractors,
universities, consultants, voluntary organizations, etc.), and other donors

participating in the project.

In the case of AID-financed bilateral projects, which are mutually developed
and agreed between AID and the host country, primary responsibility for project
implementation rests with the host country agency or entity concerned (e.g.,
Ministry of Agriculture, Department of Public Works, etc.). Thus, the "Project
Manager' is the appropriate official of the host country charged with supervis-
ing and coordinating the activities_of all participants and resources involved
in the project, whether locally or externally provided. This principle is




consistent with the "collaborative style' of economic assistance and the
recognition that development itself is a host country responsibility.

At the core of all successful projects is the efficiency and effectiveness
with which they are managed and carried out. A soundly conceived, carefully
planned project may fall far short of its goals, or worse, fail completely due
to inept implementation. On the other hand, project design deficiencies may
frequently be remedied by competent supervision, continuous coordination, and
meaningful monitoring during the project's implementation phase.

The Agency's renewed emphasis upon the implementation aspects of its program
operations underscores the increasing importance of effective project oversight
cnd contract monitoring, and of the pivotal role played by AID Project Officers
in facilitating successful project execution. AID-financed contracts, whether
executed by a host country or by AID itself, constitute a major and indis-
pensable element in the implementation of AID projects. In fact, in many cases
a single contract may in itself represent the total dimensions of an AID-
financed project, at least in its initial stages. The volume, magnitude, and
implementation importance of contracts in AID operations thus continue to
demand an Agency-wide management and oversight capacity of significant scope.

Although AID is not a party to contracts executed by host countries, it none-
theless -- as a U.S. Government Agency dispensing public funds -- remains
responsible for assuring the proper and prudent use of such funds. In dis-
charging this stewardship responsibility, AID looks to its designated Project
Officers to assist in implementing and to monitor host country contracts in
the light of the principles and practices described in this Guidebook, and
thereby to protect AID's interests and investments.

Scope of the Guidebook

This Guidebook deals primarily with the role and responsibilities of AID
Project Officers appointed to monitor AID-financed contracts executed by host
countries pursuant to bilateral project agreements. As such, it is neither
designed nor intended as a treatise on 'project management'' or 'project

implementation' in all of the dimensions and ramificaticens inherent in these




wide-ranging subjects. (Chapters 7 and 8 of Handbook 3 discuss these concepts
and their relevance to AID operations in some detaii.)

Within the context of the Project Officer's monitoring role, the coverage of
the Guidebook begins procedurally at the point in the project cycle where the
Project Officer assesses, or arranges to have assessed, the procurement and
contracting capabilities of the host country '"Implementing Agency'" (or "Con-
tracting Agency") being proposed to handle these functions. This assessment
is essential to determine which contracting mode to approve -- whether host
country or direct AID contracting -- in implementing the project, and should
be undertaken during the project development stage. The specific role of the
Project Officer in this process is discussed in greater detail later. Also
discussed subsequently in detail are his responsibilities in the procurement,
implementation, and monitoring of host country contracts.

As noted earlier, AID-financed contracts are the major means of implementing
bilateral projects. ience, monitoring the activities and performance of
contractors who are providing project-related services and equipment under
host country contracts is in itself a significant facet of sound project

management and implementation oversight.

The objective of the Guidebook, therefore, is to identify for AID Project
Officers monitoring such contracts those fundamental principles and functions
which will equip them to strengthen project implementation and protect AID's
interests, ‘hile simultaneously respecting the contractual relationship
between the host countries and contractors concerned.

Definitions

To facilitate understanding, the following frequently used terms may be
defined as indicated for purposes of this Guidebook:

1. Host Country

The country receiving AID assistance.




2.

4.

Borrower/Grantee

The government of the host country, or any agency, instrumentality or
political subdivision thereof; or any private entity to which AID
directly makes funds available by loan or grant.

. Project

A project is a discrete endeavor designed to achieve a finite result
directly related to a development problem by providing funds, personnel,
training services, and/or goods for a specific activity.

Bilateral Project

A bilateral project is one which is mutually developed and agreed upon
by AID and the host country as reflected in a formal 'Project Agreement'
executed by both AID and the host country setting forth the commitments
and undertakings of both parties to achieve stated project objectives.

. Implementing Agency

The specific entity in a host country which is responsible for implemen-
ting -- i.e., puttiug into effect or carrying out -- an approved
project. Such entity may be a major ministry or agency, a provincial or
municipal government, a government-owned or semi-autonomous corporation
or similar organization, a private or mixed corporation, or other organ-
ization designated by the host country to undertake project implementa-
tion.

. Contracting Agency

Any entity of the host country designated by the borrower/grantee as
responsible for negotiating and administering contracts financed by an
AID loan or grant. The Contracting Agency may be the Implementing
Agency, another governmental central supply or procurement entity, or a
private entity.

. Host Country Contract

A host country contract is a legally binding agreement between the
Contracting Agency and an entity -- institution, firm, or individual --
whereby the latter undertakes to provide the specified goods or services
required to carry out an AID approved project in return for payment
therefor. Such a contract is eligible for financing by AID provided
that the host country contracting procedures and resultant contract are
acceptable to AID.

. Contractor

The entity -- institution, firm, or individual -- engaged by the host
country Contracting Agency under an AID-financed contract to provide
specified goods or services required to carry out an AID approved
project in return for payment therefor.




9.

10.

11.

12.

Monitoring Host Country Contracts

Monitoring AID-financed host country contracts is the process whereby a
designated AID official observes and reports upon the activities and
performance of both the host country Contracting Agency and contractor(s)
during the project implementation phase in order to facilitate attainment
of the project's objectives and to safeguard AID's interests and invest-
ments.

Project Manager

The borrower/grantee official charged with overseeing and coordinating
the activities of all participants and resources, whether locally or
externally provided, involved in a project.

AID Project Officer

Depending upon the locus of assignment, an AID employee may serve as a
Project Officer at either the AID or Mission level. To differentiate
these assignments for purposes of monitoring host country contracts, the
following defiritions apply:

(a) The Field Project Officer is the Mission or Regional official
responsible for monitoring the activities and performance of the
host country Contracting Agency and contractors working under host
country contracts financed by AID, in order to facilitate the
attainment of project objectives and to safeguard AID's interests
and investments.

(b) The AID/W Project Officer is the AID Washington "backstopping"
official responsible for supporting and assisting the Field
Project Officer in responding to field requests or handling
problems requiring Washington action.

Pre-Project Implementation Plan

This plan is developed during the project design and negotiation phase
to help define project elements, implementation methodology and time-
table, to enable project designers and reviewers to assess overall
project implementation feasibility.

13. Operational Project Implementation Plan

14.

This plan (and supporting schedules) is a detailed listing of all actions
(including time frames) which must be taken by any party to which imple-
mentation tasks have been assigned. Particularly for contracting and
procurement, all steps in these processes and dates for their completion
should be shown, to enable the host country Project Manager to exercise
control and AID to monitor progress.

Pre-Implementation Actions

Pre-implementation actions are those specific steps (e.g. development of
detailed specifications; iden*ification of potential sources of supply)




which can be initiated prior to the execution of the Project Agreement
and the availability of AID funds.

15. Monitoring Plan

A plan normally prepared by the AID Project Officer during the project
development stage, identifying the respective roles and responsibilities
of both AID and the host country in observing and reporting uporn project

operations.

16. Administrative Analysis

This is a Mission analysis of the capabilities of the host country
Implementing Agency to admini-*er and support the mutually agreed
project implementation plan. The analysis requires a systematic review
of the Implementing Agency's capabilities for project management,
financial management, procurement, contracting, contract administration,
and reporting. This analysis is normally a part of the Project Paper.

17. Geographic Code

A 3-digit code used by AID to designate countries or geographic areas

for the purpose of defining sources of goods or nationalities of
services eligible for AID-financed procurement. (For further details,

see the AID Geographic Code Book in Handbook 18, App. D, Section III).

18. Methods of Payment

AID finances host country contracts through one of three methods of
payment -- by direct reimbursement to the host country; AID letter of
commitment to the contractor; or by an AID letter of commitment to a
banking institution. See Appendix F of this Guidebook for further
details on these methods of payment and related documentatiomn.

E. Designation of AID Project Officers

Mission Directors or AID Representatives in the field may appoint any direct
hire members of their staffs, including qualified local employees*, to serve
in the capacity of Project Officers at any point in the project cycle. As
indicated earlier, such officers at the Mission level are referred to as
"Field Project Officers'" to make clear the site of their activities, and to
differentiate them from Project Officers serving in AID Washington.

*For limitations pertaining to the use of local employees as Project Officers,
please see AID Handbook Circular, HB 31, Foreign National Personnel,
"Responsibilities of AID Foreign Service National Employees,' together with
the Administrator's Memorandum for the Executive Staff, AID/W and Overseas,
dated September 17, 1981. These documents are attached as Appendix A.




Similarly, AID Washington Assistant Administrators (or their designees) may
appoint any members of their staffs to serve as Project Officers responsible
for supporting and assisting Field Project Officers in responding to Mission
requests requiring Washington action. Such officers are referred to as "AID/W
Project Officers."

This flexibility in the assignment of Project Officers, whether at the Mission
or the Washington level, is essential to assure the most effective deployment
of staff resources in the light of prevailing workload demands, staff turnover,
and personnel availabilities.

All designations of Project Officers must be made in writing with both AID/W
and the concerned Mission to be informed concurrently of such appointments.
This is important in view of the fact that bilateral projects require the
closest possible communication and coordination at various stages in the pro-
ject development and implementation cycle.

Under these arrangements, the Field Project Officer looks to his counterpart
AID/W Project Officer for support and assistance in responding to field
requests needing Washington action (e.g., in obtaining waiver approvals;
arranging for publication of invitations for bids; handling Congressional
inquiries; etc.). It should be noted, however, that the Field Project Officer
continues to have overall action responsibility as contrasted with the
support.ve role of the AID/W Project Officer.

- General Role and Responsibilities of Field Project Officers

This Guidebool., as noted earlier, is concerned primarily with the specific
role and functions of Field Project Officers responsible for monitoring host
country contracts financed by AID. It should be kept in mind, however, that
the Project Officer usually is assigned responsibilities transcending the
oversight of such contracts, including, for example, participation in project
development and design, pre-implementation and implementation planning, and
serving as Chaimman of a Mission Project Committee. Helpful guidance on these
broader aspects of their duties will be found in Chapters 3, 7, 8, 9 and 10 of
Handbook 3 (as revised).




Involvement of Project Officers in the substantive programming and planning
processes preceding the Mission decision to use the host country contracting
moae is clearly beneficial in that it enhances their understanding of the
project's goals, the relationship of proposed contracts to such goals, and the

degree of contract oversight likely to be entailed.

As an introduction to subsequent chapters of the Guidebook which describe in
detail the specific tasks involved in monitoring host country contracts, a
brief overview of the role of the Project Officer in this aspect of project
implementation may provide useful background and perspective. Generally
speaking, a Field Project Officer normally:

e assesses, or arranges for assessment of, the procurement systems and capa-
bilities of the host country Contracting Agency

e briefs the host country Project Manager and Contracting Agency regarding
AID procurement policies and requirements as set forth in Handbook 11,
Country Contracting

e maintains close and continuous liaison with the host country Project
Manager and Contracting Agency and monitors adherence to agreed upon
contracting procedures

e as required and appropriate, assists the host country Contracting Agency
in:
-- preparing and publicizing pre-qualification questionnaires, and in

evaluating responses thereto

-- preparing and publicizing Requests for Technical Proposals (RFTPs);
Invitations for Bids (IFBs); Requests for Quotations (RFQs); and in
evaluating responses thereto

-- developing independent cost estimates to facilitate analysis of con-
tractor cost proposals, and in

-~ contractor selection and negotiations

e reviews draft and final host country contracts, and arranges Mission
approval of such contracts, as well as approval of any other steps in the
contracting process for which AID review is required in the Project
Implementation Letter (PIL)

e monitors the substantive and technical performance of the contractor

e meets periodically with the contractor's supervisor, in conjunction with
the host country Contracting Agency, to review progress and problems
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e makes periodic visits to the site of the project, normally in conjunction
with the host country Contracting Agency and a representative of the
contractor

o analyzes and comments upon progress and financial reports required from
the contractor under the terms of the contract

® prepares contract status reports for internal Mission purposes

® assists the host country Contracting Agency and/or the contractor in
resolving problems hampering the work of the contractor

@ administratively approves contractor vouchers submitted for payment, if
required

o assures that all relevant documents and correspondence are majntained in
the Mission contract files

® participates in preparation of the Project Evaluation Summary (PES).

The fore:ving functions are not equally demanding in temms of staff effort, for
a number of reasons. The tasks involved are carried out more or less
sequentially over an extended period of time which varies widely. The extent
of Project Officer assistance to a host country Contracting Agency in the pro-
cesses preceding contract execution is contingent, of course, upon the
contractual competence and experience of the latter, witn marked differences
to be found not only among individual host countries but frequently among
different Contracting Agencies within the same country. Further, the depth
and degree of Project Officer oversight depends in large measure upon the
scope and complexity of the contracts being monitored, in particular the
incidence of problems which may arise during their implementation. In many
host countries with limited experience in contracting, the Project Officer
will have to involve himself closely in contract administration if the

contract is to be successfully negotiated and executed.

Given the range of these supportive and oversight responsibilities, the Project
Officer is neither required nor expected to perform personally all of the
functions described in this Guidebook. He will frequently have to call upon
other Mission or AID/W offices to assist on matters beyond his own technical
competence, or to take action on issues falling within the purview of such
offices. For example, review of a proposed host country contract should
involve the participation and clezrance of the Mission legal advisor, contract
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officer and technical officer (whether on the Mission staff or regionally
based); and issues relating to methods of payment would normally require
referral to the Mission controller. In these and similar circumstances, the
Project Officer acts as coordinator and catalyst in enlisting the help of
other AID offices, and in following through to assure that required actions

are taken in a timely fashion.

Although the Project Officer may not delegate his overall oversight responsi-
bility, he may arrange to have specific monitoring tasks assigned to other
staff members of the Mission, including qualified local employees, or to non-
AID specialists under contractual arrangements. Where such arrangements are
made, however, the Project Officer must assure that the tasks thus assigned

are effectively carried out.

Project Committees and the Project Officer

Where the size and diversity of the staff permit, Missions are encouraged to
establish a "Project Committee" at the outset of the project formulation
process. This approach is designed to provide a multidisciplinary array of
expertise and resources in thc processes of project identification, planning,

approval, implementation, termination, and evaluation.

Ideally, the Field Project Officer serves as Chairman of the Mission Project
Committee, although other arrangements may be made at the discretion of the
Mission Director (or AID Representative) appropriate to staffing and other

considerations at the field level.

Participation of the Project Officer in the work of the Project Committee
assures his understanding of the project's goals, implementation arrangements,
and relevant project documentation (e.g., Project Identification Document
(PID); Project Paper (PP); Project Agreement (ProAg); Implementation Letters,
(PILS); etc.). This background enables the Froject Officer to keep his
monitoring and other responsibilities in proper perspective.
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H. Qualifications of AID Project Officers

Any AID officer, including qualified direct-hire local employees, may be
appointed to serve as a Project Officer regardless of professional discipline
or expertise. Thus, development, technical, management, economic, financial,
or other officers may function as Project Officers when so designated, irre-
spective of the nature of the projects or contracts involved.

Project Officers responsible for monitcring host country contracts should be
thoroughly familiar with the substantive content of Handbook 1B, Procurement
Policies; Handbook 3, Project Assistance; and Handbook 11, Country Contracting.
A detailed knowledge of thes:z basic documents is indispensabtle to effective

implementation support and contract oversight.

As soon as feasible, both inexperienced and experienced Project Officers should
be encouraged to participate in the Agency's training course on project
implementation. This course is designed to upgrade the skills of Project
Officers in major areas of their responsibilities and reflects the renewed
emphasis being given to the implementation aspects of the Agency's operations.

Notwithstanding the unpredictability of project dynamics and the fact that
Project Officers may be drawn from varying disciplines and levels within the
Mission structure, there are certain common skills whicl Agency experience
indicates are characteristic of effective Project Officers. These include an
analytical approach to problem solving, initiative, sensitivity in interper-
sonal relationships, the abitity to anticipate problems, and the capability of
catalyzing and coordinating actions to be taken by others. These skills,
coupled with a basic understanding of AID's project requirements and a prag-
matic approach to implementation problems, should enable any AID professional
employee to perform competcntly as a Project Officer.

I. Project Officer's Style of Operations

The role of the Project Officer in the implementation and monitoring of host
country contracts is admittedly difficult and demanding. As the chart below
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Contractor

suggests, the '""triangular' nature of, and differing responsibilities in, his
relationships with three parties at interest -- the host country, the
contractor, and the AID mission -- require a high order of versatility and

sensitivity on his part.
Host Country

Contracting Agency

Advises 8 Assists

> TR bkl Ayt BRI

AID Mission

To elaborate on this concept somewhat, the Project Officer must be prepared to
advise and assist the host country Contracting Agency, as circumstances
require, in the substantive steps in the procurement process to assure that
the resultant contract qualifies for AID financing. And following this, he
must maintain close personal liaison with the responsible official or
officials of the host country to verify that the latter are providing adequate
supervision and support of the contractor, and to guide and help the

Contracting Agency in resolving problems as thr:y arise.

At the same time, the Project Officer must keep abreast of the contractor's
activities and performance -- normally in conjunction with the host country
Contracting Agency -- in order to check progress, identify problems impeding
the contractor's work, and to assist the contractor where appropriate in
surmounting obstacles and bottlernecks. Of particular significance, he must
conduct this aspect of his monitoring responsibilities with the utmost tact
and discretion, keeping in mind at all times the fact that AID itself is not a

party to the contract.
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As for his relationships with the AID Mission, the Project Officer functions
in effect as the "eyes and ears' of the Mission Director, overseeing and
reporting upon the activities and performance of both the host country Con-
tracting Agency and the contractor. In this respect, his fundamental
responsib: tities are to keep the Mission fully informed regarding the contrac-
tor's progress and problems, while maintaining the degree of surveillance

necessary to protect AID's interests and investment.

Viewed in the aggregate, these differing relationships and responsibilities
may at times place the Project Officer in apparently conflicting positions.

In this multi-faceted role, he is expected on occasion to serve as an imple-
mentation expediter and problem solver; impartial advisor and mediator between
the host country and the contractor; catalyzer and coordinator of actions
required of the host country or AID; observer and monitor of contractor per-
formance; and '"whistle blower" where the circumstances necessitate. Responding
to these requirements while remaining professionally detached and proper in his
relations with both the host country and the contractor -- particularly where
problems between these parties to the contract arise -- clearly calls for

uncommon poise, judgment, sensitivity, and pragmatism.

Precisely because of the oversight nature of his monitoring duties, these must
be carried out by the Project Officer with appropriate regard for the role of
the contractor. Put in proper perspective, the contractor is an instrument of
implementation employed to facilitate attainment of the project's goals, and
is responsible to the host country as the ultimate beneficiary of its work.

It is to be assumed that the contractor intends to perform satisfactorily pur-
suant to the terms of the contract, and that it has been selected after full
consideration of its competence and reliability. Excessive surveillance or
intervention on the part of the Project Officer could prove counterproductive
by impairing the normal relationship between the Contracting Agency and the
contractor, and hence should be avoided. However, where the success of the
contract or project itself appears threatened because of performance
deficiencies on the part of the Contracting Agency or contractor, the Project
Officer is expected to take such action as may be appropriate under the

circumstances.
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On the positive side, the Project Officer should facilitate the identification
and resolution of problems hampering the progress of the contractor, or
adversely affecting the operations of the host country Contracting Agency. He
should attempt to address and resolve such problems informally, within an atmo-
sphere of mutuality of interests in seeing that the work progresses satisfac-
torily. One test of his effectiveness in this respect is where his relation-
ships with the contractor and the Contracting Agency are such that his advice

and assistance are actively sought by both.

Knowing when, and from whom, to seek support or action by his associates in
the AID mission -- e.g., legal advisor, contract officer, technical officer,
program officer, controller, or local employees experienced in host country
procurement practices -- is particularly important to the effectiveness of the
Project Officer. As noted elscwhere, he is neither required nor expected to
perform personally all of the tasks involved in this Guidebook. He is
expected, however, to anticipate problems and to enlist the Lelp and guidance
of other AID officers functionally concerned. Although the Project Officer
may have no line authority over such officials, he remains responsible for
assuring that all necessary actions required of them are taken in a timely
fashion. For a more detailed discussion of Mission manageme! :, Project
Committees, and the status of Project Officers, refer to Chapter 8 of Handbook
3.

Finally, the Project Officer should be contiﬁhally conscious of his pivotal
role in discharging the Agency's overall stewardship and accountability for
the prudent use of public funds. His activities and relationships should
therefore be conducted in a professional style consistent with this general
responsibility. Helping to assure that both the Contracting Agency and the
contractor perform satisfactorily, thus facilitating achievement of host
country and U.S. objectives and justifying AID's investment in the related
project, may be the most meaningful testimonial to the effectiveness of the

Project Officer himself.
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CHAPTRR II
PLANNING FOR IMPLBMENTATION AND MONITORING

Procurement planning is a critical aspect of overall project implementation
planning during the development and design stage preceding the execution of a
bilateral project agreement (ProAg) between AID and the host country. Thorough
and realistic procurement planning pays dividends not only in launching a project
promptly and efficiently, but in facilitating significantly the Project Officer's

subsequent contract monitoring tasks.

The purpose of this Chapter is to give Project Officers an overview of the

Agency's graduated levels of implementation planning -- including procurement
planning and pre-implementation actions which might be undertaken -- and their

roles in these processes.

A. Implementation Planning -- General

Planning the implementation of a project in its entirety (including contracting
and procurement) is an integral and essential element of project development.
The preparation and purpose of 'pre-project'" and "operational implementation'
plans are discussed in detail in Chapter 9, Implementation Planning, of Hand-
book 3, Project Assistance. While pre-project planning serves to demonstrate
the feasibility of carrying out a project within a stated period of time,
operational planning is needed on a continuing basis as a tool for the manage-
ment and monitoring of specific project implementation actions. Guidance
regarding the role of Project Officers in planning all aspects of project
implementation will be found in Appendices 9A and 9B of the same Handbook.

B. Analysis of Host Country Administrative Capabilities

Consistent with AID's general implementation policy, responsibility for imple-
menting actions should be assigned to the host country to the greatest extent
compatible with its administrative capabilities and the prospects of reasonably
prompt and effective execution of a proposed project. It is of critical
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importance for the success of a project that the host country be committed to
the project as an integral part of its own development program. For this
reason, the bilateral agreements between the host countries and AID provide
that the former carry out, i.e. manage, each project.

Determining the capacity of a host country to assume and discharge effectively
specific implementation functions requires careful assessment during the pro-
ject design and planning cycle. The need for such an analysis is of particular
importance where a project involves the participation of a host country entity
with which the Mission has not had successful and recent experience. In
recognition of this, AID's project development instructions require the
preparation of a separate "Administrative Analysis' of the capabilities of the
host country Implementing Agency for each project -- in addition to technical,
financial, economic, and other analyses. Appendix G of Chapter 3, Handbook 3,
describes the purpose and scope of the Administrative Analysis, which entails
a systematic review of the organizaticn, management, and staffing of the
proposed host country Implementing Agency in those functional areas for which
it will be responsible. These areas -- Project Management, Financial
Management, Contracting and Purchasing, and Reporting -- are discussed in
Section B of Chapter § of Handbook 3.

Of special concern to Project Officers responsible for monitoring host country
contracts is that part of the Administrative Analysis which deals specifically
with the host country's contracting system and contract administration
capabilities. Paragraph C below provides guidance for Project Officers in
this important phase of project development.

Analysis of Host Country Procurement/Contracting Capabilities

Successful implementation of most projects hinges upon the effectiveness of
contracts for project-related services and commodities. In fact, no aspect of
project implementation is more important, nor more prone to problems and
frustrations, than the procurement function. Hence, detemining by whom,
when, and how needed services and goods are to be acquired are pivotal
decisions which must be made by the Missior during the project development

stage.
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AID Policy Determination 68 (PD 68) expresses a preference for host country
procurement as against AID direct procurement of project services and supplies.
This basic policy derives from a number of fundamental considerations, the
first and most important of which is that the ultimate responsibility for all
development projects rests with the host countries themselves. Where a host
country itself undertakes project procurement, it is more likely to be con-
cerned with, and feel responsible for, the transaction than would otherwise be
the case. Moreover, the process of implementation in itself provides an
opportunity for the enhancement of host country technical, institutional, and
administrative skills. For this reason delays and problems in administering
host country contracts should be anticipated, and, to a degree, tolerated.
Finally, AID itself was neither conceived of, nor organized, as a procurement
agency and must conserve its staff resources for its primary functions as a

planning, financing, and monitoring agercy.

An exception to the above policy is often made in the case of universities,
which have objected to negotiating business, financial, and logistics aspects
of their contracts with their host country counterparts. The universities
feel that the initial preoccupation of their counterparts with such details
often gets in the way of the professional collaboration which is one of the
important objectives of the technical assistance. In addition, the
universities object to the significant travel costs which they often must
incur in negotiating host country contracts. As non-profit institutions, they
lack the reserves to cover such costs. For these reasons a direct AID
contract with a university, rather than a host country contract, is often the

better choice.

Other factors which should be taken into account in detemining whether to use
a host country contract include: the scope and value of the contract -- host
country procedures may be too unwieldy for a one or two person contract team;
salary identification -- a contractor may find itself politically hardpressed
to justify to a host country Contracting Agency salary levels customary in the
United States; and the probability of additional host country contracts -- are
there likely to be additional host country contracts to make worth while the

training of host country officials in AID contracting requirements?
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In any event, the Mission Director has the responsibility and authority to
choose whichever contracting mode that best fits the unique circumstances in
his country for undertaking each project or for dealing with a particular type

of contractor.

Notwithstanding the general policy preference favoring host country contracts,
however, a determination to assign procurement responsibilities to a specific
host country Contracting Agency must be based upon a careful case-by-case
assessment of the latter's procurement system, experience in international
competitive contracting, and adaptability to AID's rules and concepts as set
forth in Handbook 11, Country Contracting. The depth and degree of this
assessment will vary, of course, depending upon a number of factors, including
prior AID experience, if any, with the Contracting Agency concerned. In any
case, the essentiality of conducting and documenting analyses of this nature
prior to the completion of project design cannot be over-emphasized.

There is at present no prescribed Agency methodology for undertaking these
assessments. In general, what is required is a reasonably detailed examination
of the host country's contracting system and policies, with emphasis upon the
adequacy of the major contracting processes characteristic of sound, business-
like procurement. For example, the fairness and defensibility of the
Contracting Agency's procedures relating to advertising, competition, bidding
and evaluation, contractor selection, handling contractor complaints and bid
protests, and similar matters should be given close attention during this
review. The capacity of the Contracting Agency to provide (or arrange for)
appropriate logistical support of contractors in essential areas (such as
housing; office space; customs clearances; etc.) should also be specifically

addressed.

A precondition for the conduct of the examination is, of course, the
availability of useful information on the Contracting Agency's management,
staffing, organization, and experience. Such information should be obtained
if it is not available from previous AID project experience with the same
Agency or from other sources. The consultations with the host country which
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take place during the development of the project can provide an excellent
opportunity to gain insights into the operations of the proposed Contracting
Agency and the capabilities of its management and staff.

If the assessment leads to the conclusion that the Contracting Agency will need
external assistance in meeting its procurement responsibilities, the precise
nature and extent of such assistance must be determined and built into the
project as an additional element, or consideration should be given to other
feasible alternatives. Among these alternatives are: (a) the use of procure-
ment service agents (particularly in contracting for commodities) with AID
allocating project funds to help defray the costs and providing useful infor-
mation on potential sources of such procurement agents;* (b) providing
long-term or short-term technical assistance to host countries to improve
their competence where a Contracting Agency .s likely to be involved in
AID-financed projects long enough to Justify the investment or where a host
country on its own considers such assistance advisable; and (c) providing ad
hoc assistance in connection with specific projects, e.g., through use of
short term AID personnel, personal services contracts, etc.

The Project Officer must assure that the required assessment is made and appro-
priately documented. Because of the nature and complexity of procurement
generally, the advice and assistance of other knowledgeable AID officers
should be enlisted by the Project Officer in the conduct of the analysis. The
participation of the Mission (cr regionally based) legal advisor, supply
advisor, and contract officer in this process is particularly impcrtant, as
would be an AID engineer where architectural/engineering or construction
services are contemplated for the project. Use of this team approach should
pay dividends in making the assessment more meaningful, and in identifying
specific areas where the Contracting Agency may need special assistance prior
to undertaking actual procurement. The Project Officer should also be alert
to changes in the procedures or staff of the Contracting Agency which could
alter the conclusions of the original analysis supporting the use of the host
country contracting mode.

*AID procedures regarding the use of procurement service agents are currently
under review and will be promulgated in a forthcoming revision of Handbook 15.
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In preparing for an examination of the Contracting Agency's procurement capaci-
ties, the Project Officer should develop a checklist of relevent questions and
areas warranting review. Guidance for this task will be found in Appendix B,
Assessment of Host Country Procurement Capabilities, of this Guidebook. This
checklist would be particularly applicable to Contracting Agencies with which
AID has had no prior experience, but it may be modified or adapted as the Pro-

ject Officer deems appropriate to other situations.

Where the assessment indicates that use of the host country contracting mode
would be impractical or inappropriate, then contracting by AID itself or
procurement by another U.S. Government Agency may be authorized by the Mission
Director. For further guidance in this respect, Handbook 3, Chapter 3,
Appendix 3H, should be consulted.

. Utilization of Small and Disadvantaged Businesses

In furtherance of U.S. Government policy that a reasonable share of Federal
Government-financed contracts be awarded to small business firms and small
economically and socially disadvantaged firms, the Project Officer should note

the following provision in Policy Determination No. 68, as amended:

"If the proposed procurement can be performed by a firm eligible
to receive awards under Section 8 (a) of the Small Business Act,
AID may enter into a direct contract with the Small Business

AMministration."

Under these circumstances, a carefully prepared statement of work should be
forwarded by the Project Officer to the Office of Small and Disadvantaged
Business Utilization (SDB), AID/Washington, along with a request that Section
8 (a) procedures be used to obtain a direct AID contract. For further
guidance in this area, the Project Officer should contact SDB directly.

. Procurement Planning

Contracting for professional or construction services and procuring commodities
are major implementation functions essential to the successfui execution of
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virtually all bilateral projects. In fact, careful procurement planning and
control may be the most important phase of project planning, warranting special
emphasis and attention during the design and development stage. As noted in
Handbook 3, a separate procurement plan or subsidiary schedule should be
developed by the Project Officer. This is a ""pre-project' planning
responsibility which should be carried through and refined in the operational

implementation plan.

In preparing the procurement plan, the Project Officer should be guided partic-
ularly by Appendix 9C of Chapter 9 in Handbook 3. Where the host country is

to undertake procurement, the specific considerations referred to in section D
of this Appendix, including discussions with the host country Contracting
Agency, should be given special attention. The need and justification for any
waivers required of AID's procurement rules should be identified during the
procurement planning stage and specifically addressed in the related Project
paper. In the final analysis, the availability of a detailed procurement

plan, properly prepared and updated as circumstances demand, should
significantly facilitate subsequent contract monitoring and progress reporting

by the Project Officer.

. Monitoring Plan

Chapter 3 of Handbook ' requires the preparation of a '"Monitoring Plan' during
the project development phase. This is normally prepared by the Project
Officer. Implementation monitoring, as a continuing "life-of-project" process
involving both the host country and the AID Mission in the case of bilateral
projects, should be discussed and planned with the host country Implementing
Agency. This will help assure mutual understanding of the respective roles of
both the Mission and the host country in the monitoring process, as well as
highlighting the importance of effective project management, oversight and
reporting. Chronologically, the development of the monitoring plan should
follow and flow from the completion of the project's overall implementation
plan. Detailed guidance on contract monitoring methods and principles will be

found later in Chapter VII, Section A, of this Guidebook.
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G. Pre-Contract Briefing of Host Country Officials

Where itie Mission and the host country have determined that use of the host
country contracting mode is appropriate (pursuant to the analysis discussed in
paragraph C above), steps must be taken promptly to assure that the country
Contracting Agency is fully informed abcut, and understands, all relevant AID
procurement policies and requirements. To minimize the risk of subsequent
misunderstandings and probleins, there is simply no substitute for adequate
pre-contract briefings of the responsible host country procurement officials.
These discussions should be arranged by the Project Officer as soon as
feasible following the decision to have the country undertake the contracting

responsibility.

These briefing sessions should include the Project Officer and AID specialists
such as the Mission (or regional) legal advisor and/or contract officer, as
well as the Mission technical officer concerned with the project. Contingent
upon the nature of the proposed procurement, other AID staff (e.g. commodity
specialist or engineer) should also be included.

The coverage and frequency of such briefings will vary, of course, depending
upon the procurement experience of the country Cuntracting Agency, the
suitability of its existing procedures, and its familiarity (if any) with AID
contracting rules and concepts. Relevant AID documentation -- e.g. Handbook
11 or pertinent Chapters thereof; sample contract formats; checklists; payment
documentation; reporting formats; etc. -- should be made available and
explained to the host country officials. (Handbook 11 is also available in

Spanish and French.)

Following the initial orientation meeting, the Project Officer may expect
country requests for further discussions to clarify specific policies and
rules or to answer detailed questions, particularly where the. Contracting
Agency has had no prior AID experience. Arrangements for such follow-up
sessions should be handled by the Project Officer with the participation of

such other AID staff as he deems necessary.
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Pre-contract briefings also serve to identify potential conflicts between the
Contracting Agency's normal rules and procedures and those prescribed by AID
in Handbook 11. (Conflicts sometimes atrise, for instance, regarding the con-
sideration of costs in the selection of professional services contractors, in
bid evaluation criteria, or in other aspects of the contracting process.) The
Project Officer should attempt to resolve such differences by persuading the
Gentracting Agency to adopt procedures consistent with those of AID, keeping
in mind that the use of different approaches (e.g. in advertising for propo-
sals) may be acceptable so long as they satisfy the objectives of the related
AID procedures. Every effort should be made to follow host country
contracting procedures and practices so long as they are not substantively
inconsistent with AID's mandatory requirements, are fair and defensible, and
are likely to assure prudent and proper procurement of project-related goods
and services. The guiding principle in this respect should be to seek only
such changes in the host country's procurement policies and processes as the
Mission considers essential to meet basic AID requirements.

Where reconciliation of a substantive difference relating to an AID rule is not
possible, however, consideration should be given to a waiver, if permissable
and justifiable, of the related AID requirement (e.g. competitive procurement
rule). It is stressed that waivers are exceptional and are not granted as a
matter of routine. If the conflict involves a non-waiverable AID requirement
(e.g. the prohibition against the procurement of military equipment), the
transaction affected should be excluded from AID financing. More detailed
guidance in this area will be found in Handbook 3, Chapter 8.

Regardless of the nature of apparent or real conflicts between the Contracting
Agency's and AID's procurement policies and requirements, the Project Officer
should consult the Mission legal advisor for advice and assistance in proposing
courses of action to resolve the issues. Issues requiring waivers, or of sub-
stantive significance, should of course be referred to the Mission Director (or

senior AID Officer) for decision.

Pre-contract briefing sessions also provide the opportunity to discuss the
range of possible 'pre-implementation" procurement actions with officials of
the host country Contracting Agency. This subject is covered in paragraph H

below.




H. Pre-Implementation Procurement Actions

Accelerating the orderly implementation of projects is an objective long
shared by both AID and the host countries themselves. The advantages of
shortening the time frame between the execution of a Project Agreement and
successful completion of a project are manifold--in programmatic,
administrative, financial, and other substantive respects. AID's experience
demonstrates that there are certain project implementation actions which can
be taken prior to execution of a Project Agreement and which can materially
expedite the implementation process. These are called 'pre-implementation'
actions which should be undertaken wherever feasible, and as early in the

project development cycle as is practicable.

Of special interest to Project Officers responsible for monitoring host country
contracts are those pre-implementation procurement actions which it may be
feasible and desirable for the host country Contracting Agency .: undertake.
These include, for example, the development of detailed specifications or
scopes of work; identification of potential sources of supply or services;
consideration of an authorized procurement agent; and preparation of Requests
for Technical Proposals (RFTPs) or Invitations for Bids (IFBs).

Chapter 10 of Handbook 3 identifies the specific pre-implementation actions
which it may be feasible for either the nost country or the Mission to take
before the Project Agreement is signed and which therefore warrant careful
consideration at the appropriate time during the project design and approval
stage. Each Project Officer should be familiar with these 'head start" steps,
as well as with the host country's funding and other responsibilities related
to their initiation. The extent to which one or more of these steps might be
undertaken by a host country Contracting Agency will of course depend upon a
number of variables, including the status of detailed procurement planning and
the preparedness of the Contracting Agency to proceed. The Project Officer
should review the feasibility of initiating one or more of these
pre-implementation steps with the host country during the course of developing
the detailed procurement plan referred to in paragraph E above. Where
circumstances permit, he should encourage and assist the host country
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Contracting Agency in proceeding to take whatever specific pre-implementation
actions would be appropriate and feasible. At the option of the Mission,
reimbursement to the host country for approved pre-implementation expenditures
may be authorized in the Project Agreement.

The Contracting Agency should realize that it is liable for any pre-
implementation costs it incurs in the event that the Project Agreement is not
signed, or which may not be authorized by the latter document when it is
signed. It should be recognized that certain pre-implementation actions, such
as, for example, the solicitation of prequalification information, wiil result
in the expenditure of time and money by prospective contractors. Therefore,
actions of this kind should not be undertaken unless there is reasonable

assurance that the project will be funded.

Contracting Procedures

The preceding sections of this Guidebook have dealt primarily with the import-
ance of procurement in the implementation of projects and with the essentiality
of methodical planning prior to actual initiation of the procurement process.
Chapters III, IV, V, and VI which follow describe the major steps in the host
country contracting process -- and the related role of the Project Officer
therein -- with respect to the procurement of project-related professional and
technical services, construction services, and eq. ipment and materials.
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CHAPTER 111
INTRODUCTION TO THE ROLE OF THE PROJECT OFFICER IN HOST COUNTRY PROCURBMENT

This chapter serves as a general introduction to the three succeeding chapters of
the Guidebook which, in turn, are concerned with the Project Officer's specific
role in the selection and award of liost country contracts. Herein discussed are
such matters as the categories of procurement covered by the Guidebook, the
principles governing eligibility for AID-financing, and the requirements for AID

approval.

Unless otherwise noted all references in this and the fcllowing three Guidebook
Chapters are to Handbook 11. Thus, for example, a reference to Chapter 1, 2.3;
2.4 refers to Sections 2.3 and 2.4 of Chapter 1 of Handbook 11.

A. Catagories of Procurement Covered by the Guidebook

1. Contracts for Services

Following Handbook 11, the Guidebook applies to all AID-financed host
country contracts for technical and professional services and for
construction services when solicitations are not made solely within the
host country, even though local firms may be eligible. The contracts may
be denominated in United States dollars, local currency, or other currency.

Where contracts for technical and professional services and for
construction services are solicited solely within the host country, only
those sections of the Guidebook dealing with contract approvals,
competitive principles, nationality and source, and mandatory contract
provisions (please see Appendix D) are applicable. Nevertheless, the
Guidebook includes a large body of other prudent procurement principles
that should be considered by the Contracting Agency of the host country
when entering into local contracts for services.
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2. Contracts for Equipment and Materials

The Guidebook also applies to contracts for commodities, equipment, or
materials imported specifically for a project, whether such contracts are
denominated in United States dollars or local currency. It does not apply
to the procurement of goods available within the host countries, including
indigenous goods and shelf items. Guidance on the latter type of
procurement will be found in Handbook 1B, Chapter 18.

When the cost of commodities, equipment, or materials is included in a
fixed price contract for services, the guidance provided herein in Chapter
IV, "Professional and Technical Services Contracts," or Chapter V,
"Construction Services Contracts,'" is applicable. When the cost of
commodities, equipment, or materials under a contract for services is on a
cost reimbursable basis, the guidance provided herein under Chapter VI,
"Procurement of Equipment and Materials," applies.

In the case of a cost reimbursement type of contract for professional and
technical services, where the procurement of commodities, equipment, or
materials is only incidental to the principal work of the contractor, and
such procurement is of a relatively low total value, the Mission Director
is authorized to waive the applicability of most of the procurement rules
and guidance set forth in Chapter 3 of Handbook 11. (Please see Chapter 1,
4.3.24b(1).)

3. Procurement by Host Country Development Banks

Finally, this Guidebook covers procur:.::nt effected by host country
development barks for their own accounts. Except for the rules governing
eligibility of goods and services for AID financing, the Guidebook will not
apply to procurement made by or on behalf of the sub-borrowers of such
banks or institutions, unless provision for the applicability of Handbook
11 is made by the Project Agreement or a letter of Implementation. (Please
refer to Handbook 1B, Chapter 19.)
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B. Eligibility Principles

AID has special requirements governing the eligibility of the suppliers of
contractual services and the suppliers of commodities, as well as the eligi-
bility of commodities and related delivery services. The objective of these
eligibility requirements is to limit the procurement of goods or services to
the United States (Code 000) or to the less developed countries of the free
world (Code 941). There are provisions, however, for waiving certain of the
restrictions so as to permit, subject to proper justification, procurement in
the developed countries of the free world (Codes 899 or 935). AID does not
finance procurement of goods or services outside the free world.

There are separate rules governing the eligibility of the nationality of the
suppliers of services and the nationality of the suppliers of commodities.
There are also explicit rules for determining the source and origin of
commodities eligible for AID financing, including the components of such
commodities. There are further restrictions on the eligibility of certain
goods, such as motor vehicles, whereas other goods, such as military

equipment, are completely ineligible.

AID uses a 3-digit geographic code to designate those countries whose
nationals may serve as suppliers of AID-financed goods or services as well as
those countries eligible as the source or origin of AID-financed commodities.
For further details on the geographic code, please refer to the AID Geographic
Code Book in Handbook 18, Appendix D, Section III.

It should be noted that the geographic code is subject to waiver. A change
authorized in the source or origin code carries with it a corresponding change
in the authorized nationality of the supplier of the AID-financed goods.
However, an authorized change in the nationality of the supplier of such goods
does not necessarily affect the source or origin previously authorized.

The rules governing eligibility of suppliers and of certain commodities; the
source, origin, and componentry of commodities; eligibility of delivery ser-
vices; and the waivers to those rules are specific and complex. The Project
Cificer is urged to become familiar with those rules, and to explain them to
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his counterparts in the Contracting Agency of the host government. The rules
in question will be found set forth in Chapter 1, 2.6; and 5.22; Chapter 2,
2.5; and Clause 74 of Attachment 2S; and Chapter 3, 2.5; 2.6; 2.7;

and Clause 10 of Attachment 3N. Further guidance on eligibility will be found
in Handbook 1B, Chapters 4, 5, 6, and 7.

There are a number of factors other than nationality which affect the eligibil-
ity of a firm under an AID financed contract, such as, for example, performance
of engineering services and supplying commodities or construction services on
the same project, or inclusion on any list of suspended, debarred or ineligible
bidders. (Chapter 1, 2.7; Chapter 2, 2.6; and Chapter 3, 2.8)

. Rules and Guidance in Handbook 11

Most of Chapters 1, 2, and 3 of Handbook 11 consists of a large body of
advisory guidance on contracting principles and procedures that AID considers
important for the contracts it is to finance. Use of the Contracting Agency's
own procedures is to be encouraged, provided they embody the same spirit and
seek the same objectives as the advisory guidance included in Handbook 11.

The Project Officer's analysis of the Contracting Agency's procedures is
described in Chapter II C of the Guidebook.

The Project Officer, assisted by such other Mission members as are appropriate
(e.g., legal advisor, engineer, controller), should seek to reach agreement
with the Contracting Agency early in the project development stage on the
detailed contracting procedures to be followed, including such matters as the
principles of contractor selection and contract preparation, sources and
nationality of goods and services eligible for procurement, and the method of
payment and documentation to be used. Agreement with the Contracting Agency
on such matters is reflected in the basic Project Implementation Letter (PIL),
which is AID's formal and standardized means of communicating with the host
country on the details of project implementation. The basic PIL is issued by
the Mission simultaneously with the signing of the Project Agreement, or
shortly thereafter. (Please refer to Chapter 8 and to Appendix 8A of Handbook
3 for further guidance on the PIL.)
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In addition to the advisory guidance, Chapters 1, 2, and 3 of Handbook 11
contain a number of AID rules which must be followed unless permissible waivers
are obtained. These rules are set forth in Section 2 of the first three
chapters of Handbook 11. The provisions governing the eligibility of suppliers
and of commodities and services were referred to above under Section B of this
Guidebook chapter. Other rules include AID's right of approval of any executed
contract in excess of $100,000, adherence to the principle of competition in
awarding contracts, and solicitation by public advertisement. Professional

and technical services contracts are to be awarded on the basis of the
qualifications of the contractor for the work to be done, rather than on the
basis of price competition. Still other rules include cargo preference;
prohibition against cost-plus-percentage-of -cost contracts; documentation
requirements for payment; and certain mandatory clauses to be included in all
AID-financed contracts.

Certain of the requirements are subject to waiver, assuming sound
justification, (e.g., nationality of supplier, advertising). Other rules stem
from statutory or regulatory constraints which are not subject to waiver (e.g.
Defense Base Act Insurance). Waiver provisions, to the extent applicable, are
explained in detail in the various chapters in Handbook 11. Please see also
Appendix E to this Guidebook, 'Waivers in a Nutshell." It is again striessed
that waivers to the AID requirements are the exception, not the rule, and are
not granted in the absence of adequate justification.

The importance for the Project Officer to explain the AID rules to his counter-
parts in the Contracting Agency cannot be overemphasized. Guidebook Chapter
IIG provides guidance to the Project Officer where these rules appear incon-
sistent with host country contracting policies and procedures as previously

assessed by the Mission.

Approval of Host Country Contracts

The authorization for individual AID Missions to approve host country contracts
will be found in Handbook 5, Redelegations of Authority No. 5, 38, and 40.

Appreval of host country contracts, as well as amendments thereof, in excess of
the limits included in these redelegations, must be referred to AID/MWashington.
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As indicated above, formal approval by AID is required for any executed
contract in excess of $100,000. However, Missions generally find it useful to
require the review and approval of host country contracts prior to execution
so that the legally binding contract between the Contracting Agency and the

contractor is assured of AID financing.

Whether the Mission desires to approve contracts under $100,000 will depend
upon the degree of competence and experience of the Contracting Agency of the
host country, including the Contracting Agency's compliance with agreed
procedures. Where the Contracting Agency's procedures have been reviewed and
found to be adequate, the Mission may feel comfortable in foregoing approval
of all contracts up to $100,000. In other cases, the Mission may wish to
establish some lower threshold (e.g. $50,000) of approval of host country

contracts.

In the formal competitive bidding procedure for construction services and for
the procurement of equipment and materials, the Invitation for Bids (IFB),

when its accompanying form of agreement is signed by the contracting parties,
becomes the contract with the successful bidder. Therefore, in those instances
the prior review and approval by AID of the IFB as well as of the final con-
tract is required. AID prior review and approval is also required for a
Request for Quotations (RFQ), which is used in connection with informal compe-
titive procurement of equipment and materials valued in excess of $100,000.
(Please see discussion of the RFQ in Chapter VI, Section Cl of the Guidebook).

In any event, approval of host country contracts in whatever amount will be
largely meaningless unless the Mission is satisfied as to the acceptability of
the host country's procedures for solicitation, evaluation, negotiation, and
award that preceded the drafting of the contract. It is for this reason, as
explained later, that it is important for the Pr.ject Officer, assisted by
appropriate members of the Mission, to participate in, or at least review, the
above four major stages of the Contracting Agency's procedures, leading to the
award of the contract to be submitted to AID for prior approval. These and
any necessary AID approvals at other stages in the contracting process (e.g.,
approval of key personnel, cost analysis) are also normally set forth in
detail in the basic Project Implementation Letter (PIL).
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A.

Note: Unless otherwise noted, all Chapter references cited herein pertain to
Handbook 11.

CHAPTRR IV
PROFESSIONAL AND TECHNICAL SERVICES CONTRACTS

Principle of Competition (Chapter 1, 2.3; 2.4)

It is an AID requirement that the Contracting Agency award contracts for
professional and technical services on the basis of technical competition.
Except as indicated below, advertising is required in order to provide the

broadest possible basis for selection.

It is stressed, however, that the basis for the competition is not price but

the professional qualifications of the competitors for the contract. The award
of professional and technical services contracts is made on the basis of nego-
tiation instead of formal bids. Technical proposals of prospective contractors
are evaluated without reference to price. A price proposal is requested from
the offeror submitting the highest ranked technical proposal, and negotiations
are conducted with that offeror as to both his technical and cost proposals.

If a satisfactory contract cannot be concluded, negotiations are then termin-
ated with the highest ranked offeror, and are begun with the next ranked

offeror.

The purpose of the rule requiring the submission of unpriced nroposals is to
avoid a possible decision by the Contracting Agency of the host country to
select a professional or technical services contractor on the basis of price
alone, without appropriate consideration of professional qualifications.
Exceptions to this rule may be authorized only by the regional Assistant

Administrator or his delegate (Chapter 1, 2.3).

Competition Without Advertising and Written Requests for Technical Proposals
(Chapter 1, 2.4.1.1)

A1D may finance the following types of host country contracts negotiated
competitively but without advertising or written requests for technical

proposals:
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e Personal services contracts, with the understanding that consideration
should be given to a reasonable number of candidates. Annex A to Chapter
1 provides guidance in contracting with individuals for services.

¢ Contracts whose estimated value does not exceed $100,000 may be negotiatea

without formal solicitation of propusals from more than one source.
However, informal solicitation of several sources is required unless a

walver of competition has been approvea pursuant to (hapter 1, 2.4.2.

C. Follow-on Work (Cnapter 1, Z.4.1.2)

If the contractor was initially selected competitively and competing firms were
informed that the selected firm might be contracted for follow-on work, compe-

titive selection need not be used for follow-on work.

" D. Waiver of Competition -- Negotiation With a Single Source ((hapter 1, 2.4.2)

AID regulations permit the waiver of competition in favor of negotiation with
a single source for such reasons as emergencies, special design or operational
requirements, unique capability of one firm, follow-on work under certain
conditions, or to avoid impairment of the objectives of the AID program. The
Project Officer should note the above cited reference which provides
additional information with regard to such waivers, including procedures to be

followed in obtaining them.

The Project Officer should also note that failure of the Contracting Agency to
plan procurement sufficiently in advance, with the result that the use of
competitive procedures would delay the project, would be difficult to justity
as an emergency situation or as impairing the objectives of the AID prograui.

Amendments to existing contacts for new procurement also may come unuer the
waiver of competition rule. If the new procurement envisages a significant
increase in either the scope or level of effort of the original contraci, a
determination should be made whether a waiver is Justifiable under any ol the

five criteria mentioned above, or whether competitive means should be usca tor

the new procurement.




-37-

E. Advertising (Chapter 1, 2.5; 4.1.1)

Solicitation of interested suppliers of technical and professional services,
other than for contracts with individuals or for contracts valued at less than
$100,000, is achieved by means of publication of a notice of the availability
of a prequalification questionnaire, or, if prequalification is not used, of
the availability of a request for technical proposals (RFTP). Both the ques-

tionnaire and the RFTP are discussed in greater detail below.

The notice of the availability of the prequalification questionnaire or of the
RFTP, if prequalification is not used, is published in the Commerce Business

Daily, which is issued by the United States Department of Commerce. Publica-
tion is arranged by sending a notice to the Office of Small and Disadvantaged
Business Utilization (SDB), AID/Washington, Department of State, Washington,
D.C. The form and contents of either notice are explained in Attachment M to
Chapter 1. The Project Officer should provide the Contracting Agency with
copies of that attachment for use in preparing the notice. The Project
Officer should assist in preparing the notice if required by the Letter of
Implementation, and, in any event, he should review the notice before
publication. He should also assure the prompt availability to requesting
contractors of all pertinent documents, such as RFTPs or questionnaires.

The notice, plus copies of the RFTP and/or questionnaire, should be sent to
arrive at AID/Washington not less than 60 days prior to the date by which the
completed prequalification questionnaires are due at the Contracting Agency,
or the date specified for the receipt of the RFTP, if prequalification is not
used. This will allow ample time for interested contractors to obtain copies
of the. questionnaire or RFTP and to provide the Contracting Agency with the
specified information. Normally, the advertisement notice is sent by cable to
AID/Washington. Where appropriate, additional publication may be accomplished
in industry trade journals, the Wall Street Jonrnal, and local publications.

In order to facilitate the mailing and delivery of the prequalification
questionnaires, or the RFTP if prequalification is not used, the Contracting
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Agency may wish to designate a host country consulate or embassy in the United
States as a mailing address. As an alternative, with the concurrence of the
AID/W Project Officer, the Mission may wish to provide an appropriate address
and telephone number at AID/Washington for a similar purpose.

Where services are sought from firms in eligible countries other than the
United States or from local firms, notification of the availability of the
prequalification questionnaire, or of the RFIP if prequalification is not

used, is prepared according to local law and practice. The Project Officer
should review this notification before publication to ensure that minimum
informational requirements are included, e.g., description of services, source/
origin requirements, financing methods, control dates. Copies of advertise-
ments should be included in the contract monitoring file.

Where advertisement notices are to be published in two or inore countries,
arrangements should be made to assure that the notices are published

simultaneously.

Chapter 1, 2.5.3 explains the provision for obtaining waivers from the adver-

tising requirement.

Prequalification (Chapter 1, 3.3; 4.1)

For major contracts, AID generally recomends prequalification, a procedure
which determines in advance the best qualified offerors who will be requested
to submit formal technical proposals. Prequalification serves to judge the
capability (e.g., technical, managerial, and financial) of the responding
firms. Prequalification also saves marginally qualified firms the time and
expense in preparing proposals, and saves the Contracting Agency the time and

expense in evaluating such proposals.

The Project Officer, particularly where he is dealing with a less experieiiced
Contracting Agency, should review the sample questionnaire with his counter-
parts, and assist them in adapting its contents to meet the requirements of
the project under consideration. In addition, the Project Officer may need to
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assist the Contracting Agency in the preparation of criteria and procedures on
the basis of which to evaluate the questionnaires that are received. (Chapter
1, Attachment 1D.)

The extent to which the Project Officer or other Mission staff may need to
review the results of the Contracting Agency's evaluation of the
prequalification questionnaires will depend upon the degree of experience and
expertise in the Agency. Evaluation procedures along the lines of those
described in Chapter 1, 3.4.4 should be considered when there are complex

projects involving a significant number of completed questionnaires.

Where considered advisable, the Project Officer (or the Project Committee of
which the Project Officer is normally Chairman) may perform an independent
evaluation of the completed questionnaires, using the same criteria adopted by
the Contracting Agency for this purpose. The results of the independent
evaluation are then compared with the results of the evaluation made by the
Contracting Agency. Where there are significant variations in the two
evaluations, an explanation satisfactory to the Mission must be obtained.
Where the variations are of minor significance, the Contracting Agency's

evaluation should be accepted.

From the responses received, the Contracting Agency then prepares a shortlist
which includes the firms found to be the best qualified. The shortlist should
include at least three firms, but may include others, depending on the
qualifications of the firms under consideration and the complexity of the RFTP
which wiil be sent to the firms on the shortlist. The Project Officer should
review the procedures used to establish the competitive range for firms
appearing on the shortlist, and determine that no firms have been unfairly
excluded from the competitive range. However, no member of the Mission should
ever participate in the evaluation by the Contracting Agency of

prequalification questionnaires.

The Contracting Agency should prepare a memorandum (Chapter 1, 3.4.4)
explaining the basis for the selection of the firms on the shortlist, and
provide a copy of the memorandum to the Project Officer for Mission approval
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and for retention in the Mission contract monitoring file. Firms not selected
for the shortlist should be so notified by the Contracting Agency.

G. Request for Technical Proposals (RFTP) (Chapter 1, 3.4)

1. Nature of RFTP

Where prequalification has been used, an RFTP is sent to all firms on the
shortlist. Where prequalification has not been used, the RFTP must be
advertised in accordance with the procedures described under Section E
above. In this event the RFTP is distributed to any firm requesting it and
must include all factors, listed in the order of their importance, on the
basis of which the proposal of the contractor will be evaluated.

Among other things, the RFTP includes a description of the project, a
statement of responsibilities and relationships, a statement of work,
starting and completion dates, a recuest for data on personnel, a work plan
and schedule including person months, and a draft of the proposed contract.
(Chapter 1, 4.2.1)

The due date indicated in the RFTP must allow all offerors sufficient time
to visit the host country, if appropriate, and to submit their proposals to
the designated place by the specified time. The allowance of insufficient
time for the preparation and submission of the technical proposals could
result in the need for extensions or amendments, thereby causing delays and

increased costs in project implementation.

The RFTP is another stage in host country contracting procedures which
should involve the prior review and approval by the Project Officer. In
this review the Project Officer should be assisted by legal, contract,
controller, technical, and engineering personnel. The degree of
involvement by the Project Officer in the RFTP stage will depend again upon

the experience and competence of the Contracting Agency.
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2. Statement of Work

The core of the RFTP is the statement of work to be performed by the con-
tractor. Attachments 1IN, 1P, and 1Q to Chapter 1 provide guidance for the
preparation of the statement of work, as well as samples of such statements
for use in an architect/engineer and supervisory construction contract and

in a fixed price contract for an end product.

The statement of work must be as precisely defined and articulated as pos-
sible if the offerors are to understand clearly the dimensions and purposes
of the tasks to be undertaken. For example, the statement of work should
include such factors as the responsibilities of the parties, the resources
to be provided, payment procedures, and such other relevant information
needed to facilitate the submission of responsive, contractable proposals.
A poorly prepared statement of work is self-defeating in that it may result
in unsatisfactory proposals with attendant delays while clarification is
sought, or worse, in a contract replete with ambiguities and imprecisely

stated contractor responsibilities.

To make possible meaningful monitoring and evaluation, the statement of
work, and the resultant contract, should include specific indicators of
progress or benchmarks which will permit measurement of the contractor's
progress against the expenditures of both time and money. Provision should
be made for periodic reports by the contractor to facilitate assessment of
his actual progress. Particular care should be taken to assure that each

statement of work meets these requirements.

As the most substantive part of any contract, it is the statement of work
which constitutes the essence of the agreement between the parties on what
is to be done, and which sets forth the precise obligations of the
contractor with respect to performance. While standard provisions and
"boiler plate' clauses in the contract further define rights and responsi-
bilities, it is the statement of work which describes contract objectives

and the steps which must be taken to achieve them.
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The RFTP should also include a description of the procedure by which
potential offerors may request clarifications of any aspect of the scope of
work as well as other sections of the RFTP.

In those host countries with limited contracting experience,it may be
necessary for the Project Officer to play a leading role in drafting the

statement of work and other parts of the RFTP.

Types of Proposed Contracts (Chapter 1, 3.1)

The RFTP should indicate the specific type of contract for which technical
proposals are being requested. Determining the type of contract is a
responsibility of the Contracting Agency. However, the Project Officer,
depending on the experience of the Contracting Agency, can provide valuable
guidance to the latter in selecting the kind of contract best suited to

meet the needs of the related project.

When, because of uncertainties in the duration or exact nature of the work
to be performed by the contractor, it does not appear feasible to pre-
determine with accuracy the total scope of effort and/or cost of the

contract, a cost reimbursable contract is commonly used. The contractor is

reimbursed for the actual cost of previously authorized expenditures in
accordance with an agreed budget, plus overhead at an agreed provisional
rate. It the contractor is a "for-profit" organization, it is also paid a
fixed fee. The contractor's expenditures and overhead are always subject
to audit to determine the accuracy of the amounts reimbursed and actual
rate of overhead. (Chapter 1, 3.1.2; 4.3.16¢c (1)) An example of a cost
reimbursable contract is provided as Annex 1 to Chapter 1.

Where the skills to be provided by the contractor are known with certaii vy,
but where there are uncertainties as to the length of time such services
will be required, a time-rate contract can facilitate contract administra-
tion. This type of contract combines salaries, overhead, and profit into a
fixed rate for the actual time worked per day, week, or month, up to a
maximum contract amount. In addition, there may be provisions for

reimbursement of the contractor for such direct costs as travel and
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allowances. Since the contractor's fee is included in the fixed rate, the
longer the contractor works or the greater his effort, the greater his
fee. (Chapter 1, 3.1.3)

If the services to be provided by the contractor can be defined in advance
with sufficient precision to permit a realistic pre-determination of the
costs involved, a fixed price or lump sum contract may be used. The con-

tractor is paid the amount specified in the contract, irrespective of actual
costs of such items as salaries, travel, and overhead. Contract costs
should be carefully estimated by the Contracting Agency. These costs

should be ascertainable with reasonable accuracy prior to signing a lump
sum contract with a view toward avoiding either a windfall profit or
efforts by the contractor to use short cuts to avoid losses. Accurate cost
estimates can also help the Contracting Agency in assessing offers which

are unreasonably priced. (Chapter 1, 3.1.4)

The Contracting Agency should be advised of the rule against entering into
a cost-plus-percentage-of-cost contract. This is a contract in which the
contractor's fee or profit increases without limitation as the cost of the
contract increases. AID will not finance contracts of this nature.
(Chapter 1, 2.9)

H. Receipt and Analysis of Technical Proposals (Chapter 1, 3.4.4)

The Contracting Agency should record the receipt of the proposals in an
orderly manner and safeguard them pending the closing date specified in the
RFTP for their receipt. All proposals must be received prior to the prescribed
deadline. Observance of sound procedures by the Contracting Agency will be
important in avoiding later problems and protests relating to the timeliness

of receipt or the handling of sealed proposals.

After the passage of the announced closing date and time, the Contracting
Agency should begin evaluating the technical proposals against the factors
specified in the RFTP. In host countries with limited contracting experience,
it may be necessary for the Project Officer to assist the Contracting Agency
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in setting up an evaluation panel, and in providing objective criteria to be
considered in the evaluation. Attachment 1D to Chapter 1 provides some useful
guidance in this respect. If there are oral reviews or presentations

involved, a representative of AID may attend as an observer.

The AID Project Officer, assisted by such other AID personnel as appears appro-
priate (e.g., engineer, technical officer, legal advisor or controller) should
review the results of the Contracting Agency's evaluation, or, as in the case
of the prequalification awards, the Mission may appoint a panel to make a
parallel evaluation of the technical proposals. In the absence of significant
variations in the two evaluations, the Contracting Agency's evaluation is
accepted. Any significant variations in the Contracting Agency's evaluation
from that of the Mission should be explained. 1In any event, if AID finds that
the agreed upon selection procedures have been followed and the proposal of
the contractor selected by the Contracting Agency demonstrates that it can
carry out the work described in the RFTP, it is not necessary that AID agree
with the Contracting Agency's ranking of the proposals. (Chapter 1, 3.4.5d)

In any event, the Project Officer is responsible for checking out any AID work
record claimed by the prospective contractor so that the evaluation may take

into account performance on prior AID jobs.

Selection of Contractor (Chapter 1, 3.4)

Upon the selection of the contractor, the Contracting Agency prepares a selec-
tion memorandum, the contents of which are described in Chapter 1, 3.4.4. The
Froject Officer should assure that a copy of the selection memorandum is
incorporated in the contract file at the Mission. In accordance with the cri-
teria listed in Chapter 1, 3.4.5, the Mission should now be able to concur with

the Contracting Agency on the selection of the contractor.

The Contracting Agency then invites the highest ranked firm to submit a cost
proposal, and the time and place of negotiations are established. If
negotiations with the highest ranked contractor prove unsuccessful, the




negotiations are terminated, and begun again with the next highest ranked
competitor. In this case, the Contracting Agency should document the reasons
for the failure of the negotiations with the highest ranked contractor.

Negotiations (Chapter 1, 3.5.3)

Inasmuch as AID is not a party to a host country contract, negotiations
leading to agreement should be conducted by the Contracting Agency of the host
country and the contractor. The Contracting Agency should not invite the
contractor to visit the host country for the purpose of negotiating the
contract until all preparations and plans for the negotiations have been
completed and the Contracting Agency is ready to proceed. The goal should be
to pemmit the contractor to negotiate the contract in a single visit to the

host country.

Unless the Project Officer exercises considerable caution, involvement of AID
in these negotiations could mislead the contractor to conclude that AID is, in
effect, a party to the contract. This could make AID, as well as the host
country, subject to such legal remedies as might eventually be sought by the

contractor.

On the other hand, as the financier, AID will be called upon to approve the
contract. Unless AID can be assured that the contract was negotiated in such
a mamuner as to respect its statutory requirements and its standards of prudence
and fair play, the contract will not be approved. Contracts negotiated without
AID's approval or prior review of the Contracting Agency's negotiating
procedures could fail to meet AID criteria, with the resulting loss in

valuable time required for renegotiation.

Where the Contracting Agency of the host country follows procedures that are
known to be compatible with AID's contracting standards, is fully familiar
with AID's statutory requirements, and has a well established record of proven
results in prior negotiations, the Project Officer may need to become only
marginally involved as an impartial observer or monitor of contract

negotiations.
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As a general rule, direct participation of the Project Oificer in face-to-face
negotiations between the Contracting Agency and the contractor is not
considered desirable for obvious reasons. His informal participation in such
negotiations, however, may be appropriate or even necessary on occasion,
depending upon the Contracting Agency's general procurement experience and

familiarity with AID's requirements.

One means for the Project Officer to provide guidance without being present
during actual negotiations is to make himself available for separate discus-
sions with both parties prior to and during the negotiations. He could then
clarify for both parties AID regulations or policies which have come into
question, and use his good offices to try to resolve issues which could affect

successful implementation or administration of the contract.

However, there are other instances where the Project Officer's presence during
negotiations may be essential if progress toward a mutually acceptable agree-
ment is to be made. In such event, the Project Officer may tactfully volunteer
his services as an informal intermediary during the negotiations. He should
keep in mind, however, that where negotiations are at a difficult juncture,

his efforts to mediate could be resented by one or both parties or even be

counter-productive.

Normally, the Project Officer should be present at the negotiations only with
the concurrence of the Contracting Agency and the prospective contractor. In
such cases the Project Officer should make clear to both parties that he is
present solely to interpret AID regulations and policies with a view toward
facilitating AID's eventual approval of the contract. It should also be made
clear to both sides that the Project Officer's presence at the negotiations is
not to be interpreted as indicative of AID's approval, pending AID's
subsequent review of the draft contract. In this role of "honest broker", the
Project Officer should be accompanied by such Mission legal, contracting, and

engineering expertise as he deems warranted.

The Project Officer and accompanying Al staff should not be present when the
contractor's proposed fee is discussed with the Contracting Agency. The
Project Officer, however, should be prepared to provide separate advice to the
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Contracting Agency on the reasonableness of the fee proposed by the contractor.
He should never, in any event, permit himself to become entangled in the
bargaining between the contracting parties. He should insist that the
negotiations take place directly between the parties and should not attempt to

accomodate either side.

There follows a brief discussion of some of the more significant issues that

are commonly raised in negotiations.

1. Cost Estimates

A funding estimate of contract costs will normally have been included in the
Project Paper. It should be recognized that such estimates may unfortunately
become available in advance to prospective contractors who may obtain this
information from such sources as the Project Paper, AID's Congressional
Presentation, or from sources within the host government. Ther-fore, it is
essential that the funding estimates be as realistic as possible. Overly
generous estimates can invite inflated technical proposals. On the other
hand, proposed funding that is too low may discourage the more reputable and
serious firms from submitting ,roposals. In any event, the Project Officer
and other AID officials should never disclose to a prospective contractor
the amount of AID funds available for the contract. Officials of the
Contracting Agency should be advised to follow the same rule.

Before commencing the negotiations, the Contracting Agency should attempt to
refine the contract cost estimate, to the extent possible, using the most
recent and detailed data available. A realistic cost analysis will
facilitate an examination and evaluation of the cost proposal to be submitted
by the contractor. The Contracting Agency will be readily able to locate
major variations between its cost estimate and the proposal of the contractor

and to focus negotiations on those items.

Negotiations should permit reimbursement to the contractor of allowable
costs plus a fair profit. Windfalls to the contractor, whether in the guise
of overly generous cost allowances or fees, must be avoided. On the other
hand, unduly limiting allowable costs can result in an inferior quality of
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work offered by the contractor, and in morale problems for its personnel.
The Contracting Agency should be made aware that AID's objective is to
nbtain quality services at a fair and reasonable cost, and that excessive or

unreasonable haggling could impair the attainment of this purpose.

During contract implementation the Project Officer should be concerned with
anything that extends the life or cost of the contract, leading to
subsequent amendments requiring AID approval. (Please see Chapter VII L of
the Guidebook.) He should be alert to changes in the contract and to the
cost of changes. Cost overruns or extensions of a contract should not
result in increases in the contractor's fee unless new work is added.

The Project Officer should play an important role in assisting the
Contracting Agency, where necessary, in the preparation of cost estimates.
The Mission controller should also be called upon to participate in this
endeavor. Chapter 4 of Handbook 11, "Cost Principles for Borrower/Grantee
Contracts,' should be transmitted and explained to the Contracting Agency.
Additional guidance on cost principles will be found in Chapter 1, 3.5.2 and
4.3.16 as well as in Attachments 1G and 1H of that Chapter.

. Overhead

a. Overhead as Percentage of Salaries

One of the most difficult costs to estimate is that of the contractor's
indirect expenses or overhead, which is usually expressed as a percentage
of home office and tfield staff salaries. Up-to-date information on over-
head rates of United States contracting firms may be available from the
Overhead and Special Costs Branch, Office of Contract Management, AID/
Washington. Additional information on overhead may be obtained from the

Mission controller or contract officer.

If the contractor's overhead is to be expressed as a percentage rate, the
rate should always be made provisional, subject to adjustment based on
audit or renegotiation. The adjustment may be made periodically or at




-49-

the end of the contract. Some contracts include a ceiling on percentage

adjustments - a protective provision much desired by some host countries.

Permitting the contractor's indirect costs to be applied at a fixed
percentage of salaries, without provision of adjustment, could result in
a form of cost-plus-percentage-of-cost contracting, because the indirect
costs chargeable to the contract would always increase in proportion to
the increases in salary costs. AID will not approve a contract where
the overhead is expressed as a fixed percentage rate which is not

subject to adjustment based on audit or renegotiation . (Chapter 1,
4.3.16c(3))

Clause 5.16B3 in the sample host country contract appended to Chapter 1
requires the contractor, as soon as possible but not later than six
months after the close of each fiscal year during the term of the
contract, to submit a proposed final overhead rate for the period
together with supporting cost data. The Contracting Agency is
responsible for having the proposed rate audited or renegotiated. The

final rate is agreed upon and approved by AID.

In connection with the planning of the contract, the Mission will have
made a determination concerning the capability of the lhost country to
properly audit the contract. The Mission controller can usually provide
assistance in this matter. Where a finding has been made that the host
country maintains the capacity for auditing the contract, the audit
facility of the host country may be assigned this task. Where the host
country is without the proper audit resources, the determination of
final overhead rates should be assigned to an independent public
accounting firm selected by the Contracting Agency and acceptable to
AID. Where the Mission determines that suitable audit facilities are
not available locally, the Project Officer should make arrangements
through the AID Inspector General for an audit either by AID or by the
Defense Contract Audit Agency.

The Project Officer (or controller) should maintain records showing,
accordii., to contract, when audits for overhead determinations are due.
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When such audits are not promptly made, the Contracting Agency of the
host government should be so informed. If after a reasonable period the
necessary audit action has not been taken, the matter should be referred
to the Mission Director to review the issue with appropriate officials
of the host country.

b. Fixed Overhead

The contracting parties may wish to consider a fixed amount of overhead
in lieu of a percentage overhead rate in view of the administrative
problems involved in establishing the latter. A fixed amount of
overhead does not have to be audited, and will eliminate the friction
between the parties often caused by negotiating final percentage rates.
On the other hand, the parties should have a firm basis for determining
a fair and reasonable amount of fixed overhead if this basis for

overhead is to be agreed upon.

3. Personnel Selection

Approval of key personnel nominated by the contractor may be left to the
Contracting Agency where the Mission is satisfied with the adequacy of the
Contracting Agency's approval procedures. However, the Project Officer,
assisted by appropriate technical personnel of the Mission, can play an
important role in independently reviewing the qualifications of the
contractor's nominees. If AID reserves this right, it should be made clear
in a letter of implementation and in the RFTP. AID should not nominate
personnel for the Contracting Agency's or contractor's consideration. This

is a function of the contractor.

Where major contracts involving highly specialized American personnel are
involved, it has been found useful to authorize Contracting Agency repre-
sentatives to travel to the United States for the purpose of interviewing
the contractor's nominees prior to their selection. Funding for such travel
may be charged directly to the project or to the appropriate Regional
l.areau's program development and support funds.
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The contractor will have been selected largely on the basis of the personnel
specified in the technical proposal. Therefore, care must be taken to
ascertain that the personnel sc specified, or others of equal qualifica-

tions, are actually employed under the contract.

Each contract should contain a clause providing for the prior review and
approval by the Contracting Agency and the Mission of the removal or
replacement of the contractor's key personnel. (Chapter 1, 4.3.7 and 5.7)

The Contracting Agency, with the Project Officer's assistance or concur-
rence, will have previously estimated, for budgetary purposes, the levels
of salaries and other benefits for the contractor's personnel. However,
the estimated amounts may well vary from the cost proposal submitted by the
contractor for negotiation. Officials of the Contracting Agency, conscious
of their own more modest salaries, may indicate some reservations during
negotiations in approving the salaries and other benefits requested by the

contractor for his employees.

While there is no fixed limitation as to the salary levels that AID will
finance in a host country contract, the salary levels must be reasonable
and defensible. Tor example, some missions require special justification

for any salary requested above the highest United States direct hire level.

In addition, for employees to be recruited in the United States, the
Project Officer can help the Contracting Agency in determining reasonable
salary levels by obtaining up-to-date information on salaries in the United
States through the AID/W Project Officer for the various categories of
professional staff to be employed under the contract.

For contractor employees to be recruited from eligible third countries or
local employees, similar information can be collected by the Contracting

Agency.

Where the requested salaries and benefits appear excessive, the Project
Officer should so advise the Contracting Agency. Where the personnel costs
requested by the contractor appear to be at levels necessary to attract
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well qualified personnel to the host country, the Project Officer should be
prepared to explain the necessity of meeting the going market rate for such

personnel.

Logistical Support for Contractors (Chapter 1, 4.3.21; 5.21)

In many instances it has been found advantageous for the Contractor to
assume responsibility for providing its own logistical support, in
accordance with the terms specified in the contract. This arrangement
relieves the Contracting Agency of a number of burdensome details, and can
result in a more timely and adequate provision of support for the

contractor.

If the contracting parties do not agree that the contractor should assume
responsibility for its own logistical support, this responsibility should
be assumed by the Contracting Agency. In this instance, the contract should
specify exactly what is to be provided for the contractor's employees in
the nature of such facilities as housing, office space, secretarial help,
transportation, etc. Each contract should include a provision which
protects the rights of the contractor in the event that the Contracting
Agency fails to provide essential support services or commodities on a
timely basis. Some contracts autherize the contractor itself to procure
essential support items, and to be reimbursed from contract funds, if the
Contracting Agency fails to provide them.

Finally, there may be situations where neither the contractor nor the
Contracting Agency is able to assume responsibility for providing logistical
support for the contractor. In such a case provision of the contractor's
logistical support must fall to the Mission, if the contract is to be
implemented. If the Mission must assume this responsibility, the related
expenses should be charged to the project. The preferred method for the
Mission to supply the contractor with needed facilities would be through a
direct Mission contract or contracts negotiated with appropriate local
sources for this purpose. Where such a contract or contracts are not
feasible, the Mission would have to undertake directly to provide essential

support services for the contractor.
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Pursuant to State Cables 061620 of March 1S, 1977 and 055336 of March 3,
1978, U.S. citizens serving abroad under host country contracts, and their
authorized dependents, may have access to kmbassy health rooms and medical
services, (as provided in Paragraph 2(cj of Appendix E in the AlD
Procurement Regulations), upon approval of the Ambassador. Copies of the
above referred to cables are provided as Appendix C to this Guidebook.

Each Mission should have available a document whicl explains the items of
logistical support it is prepared to provide for employees under direct as
well as host country contracts. All employees should be treated equitably,
but there are likely to be significant variations. For example, employees
under direct AIL contracts may be permitted to use the Mission's commissary
facilities, but this privilege may not be extended to employees of host
country contractors for reasons pertinent to the host country. The
availability of such a document should facilitate negotiations on

logistical support between the Contracting Agency and the contractor.

In a situation where the host country has agreed to use its cwn tunds,
rather than AID funds for logistical support, but for budgetary reasons
cannot undertake to provide a level of support acceptable to the
contractor, the Mission may agree with the Contracting Agency to supplement
or "top off'" certain support items (e.g., housing), charging the
supplemental amounts directly to AID funds available for the related
project. Any arrangement to this effect should be reflected in an

appropriate provision in the contract.

K. Mandatory Contract and Payment Provisions (Chapter 1, 2.12; 4.3)

Notwithstanding the fact that AID is not a party to a host country contract,
there are a number of provisions stemming from AID legislation or policy which
must be incorporated in the contract if it is to be eligible for AID
financing. These provisions, as they apply to professional and technical

services contracts, are summarized in Appendix D to this Guidebook.

AID authorizes tliree methods of payment for the host country contracts it
finances: direct reimbursement by AID to the host government; direct letter
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of commitment from AID to the contractor; and letter of commitment from AID to
a United States banking institution. Appendix F summarizes these methods,
together with the dccumentation required by AID in order to effect payment.

The Project Officer should be able to explain the various mandatory and payment
provisions to his counterparts in the Contracting Agency, and to assist the
Contracting Agency in selecting the method of payment most appropriate to the
requirements of the host country and the contract that is to be financed. In
his discussions of these matters with the Contracting Agency, the Project
Officer should be accompanied by such Mission expertise as is deemed

appropriate.

Sample Provisions (Chapter 1, 4.3)

While the clauses discussed in Chapter 1, 4.3 and the sample contract format
in Chapter 1,5 are not mandatory, they are nonetheless considered fundamental
to sound contracting practice, e.g., statement of work, relationship of
parties, term of contract, subcontracts, etc. These clauses should be
considered as a checklist against which the requirements of the host country's
contract should be reviewed. The sample clauses reflect the requests received
by AID/W from the Missions for guidance on sound contracting principles,
depending on the nature of the contract. No host country contract for
professional and technical services will require all of these clauses. Some
host country contracts may well require other clauses designed to meet the
specific circumstances of the work to be done. It is stressed that the sample
clauses need not be copied verbatim, but should be adapted to local law and
usage as well as to the particular requirements of the transaction under
consideration. Whenever possible the Contracting Agency may wish to
incorporate in the contract its Customary wording of provisions designed to

achieve the same objectives as the sample clauses.

Where significant contracting volume is involved, it has been found useful for
the Contracting Agency, with assistance from the Project Officer, to develop a
model contract which will include the agreed upn text of all "boiler plate"
clauses, including the mandatory provisions referrcd to above under Section

K. Such clauses may all be incorporated in a so-called "one part'" contract
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bi.

which includes specially designed clauses that are tailored tc meet the
requirements of the project (e.g., nature of the project, statement of work,
etc.). On the other hand, the 'boiler plate" clauses may be prepared as the
general provisions of a "two part" contract, the second part of which consists
of those provisions designed to meet the particular requirements of the

project.

To the extent necessary the Project Officer should be prepared to advise the
Contracting Agency in these matters. In this connection, the Project Officer
should seek the services of the Mission or regional legal advisor, if
available, or of a competent local attorney if duly authorized by the Mission,
as well as assistance from the Mission controller and regional contract

officer.

The use of approved sample clauses or provisions will facilitate the Project
Officer's review of host country contracts, since his review can be limited to
those portions of the contract that have been designed specifically for the
project in question and to those sample clauses that have been modified to

meet the needs of the project.

Contract Approval (Ciapter 1, 3.5.5)

If the Project Officer has reviewed and approved the various actions of the
Contracting Agency in soliciting and evaluating offers and in negotiating and
awarding the contract, he will be in a position readily to review and approve
the contract. Sometimes the contractor will prepare a draft of its own
contract, incorporating the mandatory and sample clauses that will have been
discussed during the negotiating process, as a counter proposal to the draft
contract which was part of the RFTP. The contractor will normally submit its
draft first to the Contracting Agency. On the other hand, the contractor may
submit the draft first to the Project Officer, who should then review it and
suggest any necessary changes before the contractor forwards the draft to the
Contracting Agency for its review.

In any event, the Project Officer should normally review the contract in draft
before it is signed by the contracting parties to avoid the necessity of
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amending a signed contract possibly after the contractor has left town.
Participating in this review should be such additional Mission expertise as is
appropriate, including the regional or Mission legal advisor and Mission

controller.

In addition to the selection memorandum which was previously submitted to the
Mission (Section I above), the Contracting Agency should now su;ply the
Mission with an analysis of the cost or price of the proposed contract as well
as biographic data of key personnel. (Chapter 1, 3.5.5.1; Mission approval

criteria are contained in Chapter 1, 3.5.5.2)

The Project Officer should prepare a contract approval memorandum for the
record, which is signed by the Mission Director (or his designee), and which,
among other things, demonstrates that the contract was negotiated in
accordance with the agreed contracting principles, explains any waivers,
certifies the reasonableness of price, and describes what issues, if any,
arose during the award of the contract. (Please see Handbook 3, Chapter
8C3c(4)(f) for further information on the contract approval memorandum. )

When a copy of the signed contract is received, the Project Officer should
verify whether it is identical to the draft of the document that the Mission

has previously reviewed and approved.

Following approval of the contract, the Project Officer should assure that
copies are made available at all Mission offices concerned, and that a copy of
the signed contract, as well as any amendments, is retained in the contract

monitoring file maintained by the Project Officer.

If AID/W has issued a direct or bank Letter of Commitment to finance the
contract, a copy of the signed contract must also be provided to the Office of

Ffnancial Management, AID/W.




-57-

CHAPTRR V
OONSTRUCTION SERVICES QONTRACTS

A. Use of Formal Competitive Bids (Chapter 2, 2.3.1)

It is an AID requirement that procurement of construction services be effected
by means of formal competitive bids. This normally means public advertise-
ment for the prequalification of bidders, the issuance of invitations for bids

(IFB), the public opening of sealed bids, and evaluation of the bids.

Price is the key factor in determining the award of the contract. The contract
is awarded to the lowest responsive and responsible bidder. A responsive
bidder is one whose bid does not alter in any material way the conditions set
forth in the IFB. Any bidder who has met the test ot prequalification is
deemed responsible. Particular attention should be focused on the financial
condition of the low bidder with a view toward avoiding an award to a firm
which could find itself in financial difficulties. Although AID approval is
required only for contracts in excess of $100,000, all AID-financed
construction contracts, irrespective of amount, must be awarded by formal

competitive bids, except as provided below.

B. Exceptions

1. Competitive Negotiation (Chapter 2, 2.3.2)

Where the Contracting Agency, after diligent efforts, has tried and failed
to obtain a contract through formal competitive bidding procedures, the
Project Officer may recommend authorization of competitive negotiation.
Prior authorization for this procedure must be obtained from the

appropriate Regional Assistant Administrator.

If this procedure is approved, the Contracting Agency determines those
firms (at least two) with which to commence negotiations, supplying all

Note: Unless otherwise noted, all Chapter references cited herein pertaia to
Handbook 11.
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such firms with the same information as to the basis for negotiation,
including the factors to be considered in making the award. The procedures
recommended for the Contracting Agency's use in competitive negotiation
will be found in Chapter 2, 3.9.

Negotiation with a Single Source (Chapter 2, 2.3.3)

The cited reference provides the criteria for a waiver of the rule of compe-
tition so as to permit negotiation for a construction contract with a single
source. The criteria include: utilization of an already mobilized contrac-
tor for additional work outside the scope of the original contract; receipt
of only one bid which is not fully responsive but where the Contracting
Agency wishes to negotiate with the bidder involved; or adherence to
competitive procedures which would result in impairment of the objectives

of the United States foreign assistance program or would not be in the best
interests of the United States. Approval of an amendment to an existing
contract, if it means negotiation with a single source for additional
procurement, must be justified by meeting at least one of the above

criteria.

Where the estimated value of the procurement does not exceed $500, 000, the
Contracting Agency's application for a single source waiver should be
addressed to the Regional Assistant Administrator, who has the authority to
redelegate the waiver authority to the Mission Director if the amount of
the procurement does not exceed $100,000. If the value of the procurement
is $500,000 or more, application for a single source waiver must be made to

the Administrator.

The Project Officer should informally review with the Contracting Agency
any request for a single source waiver. The Project Officer should review
the application for the waiver to determine that it is properly documented,
prepare a waiver request in accordance with AID requirements, and clear it
with the Mission legal advisor and such other officers as are appropriate.
He then forwards it to the Mission, Regional, or AID/W office having

authority for such approvals.
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C. Role of the Consulting Engineer (Chapter 2, 3.1)

On a construction project the Contracting Agency will usually employ a
consulting engineer who is assigned such responsibilities, for example, as
design work; preparation of construction schedules and cost estimates which
are essential to determine the reasonableness of bids; preparation of
prequalification questionnaires and the evaluation of responses thereto;
development of the IFB and assistance in the evaluation of bids; and
supervising the work of the contractor. The engineer will be employed
pursuant to the professional and technical services-contracting procedures
described under Chapter IV of this Guidebook. Please refer also to Chapter 1,
Attachment 1P of Handbook 11 fer a sample statement of work in a contract for

a consulting engineer.

The employment of a well qualified consulting engineer should greatly facili-
tate the concerns of the Project Officer in dealing with a construction
contract. Whatever the level of experience in the Contracting Agency, the
consulting engineer can usually provide assurance that the concracting
procedures for the construction at hand are being carried out in a sound and
professional manner. For example, with a well qualified consulting engineer
in charge of the project, the Project Officer's role in such areas as cost
estimation, prequalification questionnaires, the preparation of the IFB, and
the evaluation of bids can normally be limited to a review function
concentrated on the procedures set forth in the PIL. In view of the key role
played by the consulting engineer in a construction contract, it is essential
that he be well qualified and that his personnel be selected with care.

The consulting engineer provides additional valuable services of interest to
the Project Officer, such as, for example, supervising the purchasing and con-
struction activities of the contractor, reviewing and certifying the requests
of the contractor for payment, and generally seeing that the contractor
carries out the terms of the contract.

The functions, responsibilities, and authority of the consulting engineer
should be clearly defined in his own contract with the Contracting Agency.
The consulting engineer should, moreover, be clearly informed as to AID's
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requirements. For his part, the Project Officer should at all times bear in

mind that the consulting engineer works for the Contracting Agency, and not
AID, and thus avoid preempting the Contracting Agency's authority with respect

to the consulting engineer.

Types of Contracts (Chapter 2, 3.3)

It is up to the Contracting Agency to determine the type of contract to be
used. Normally, for construction projects, a fixed price contract is selected.
There are two kinds of fixed price contracts commonly used in construction
work: (1) a lump sum contract is used when the amount of construction work

under contract can be accurately determined, permitting agreement between the
contracting parties as to the total amount to be paid; and (2) a unit price

contract is used when the-quantities, such as earth moving, cannot be precisely

pre-determined, with the Contracting Agency therefore agreeing to pay the
contractor a fixed price per unit of earth actually moved.

In both types of contracts, the fixed price is all the contractor may expect
to recover, including his profit and all of his costs, whatever they may even-
tually prove to be. Such contracts may include a combination of the lump sum

and unit price items.

In exceptional cases, where the construction to be performed cannot be defined
with sufficient accuracy to permit the contractor to arrive at a reasonable
estimate of his costs, a cost reimbursement plus fixed fee contract may be

negotiated. This type of contract is more difficult to administer and less
desirable than a fixed price contract because of additional paperwork, quantity
checks, audits, etc. The Project Officer should seek the guidance of the
regional or Mission lawyer and engineer if ever a construction contract of

this type is contemplated.

Another kind of contract used in construction work, principally of industrial
plants, is known as the turnkey contract, a contract in which the same
contractor is responsible for both the design and construction of a project.
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A turnkey contract will normally be on a fixed price basis but may include
both lump sum and reimbursable items. Further information on turnkey

contracts will be found in Chapter 2, 3.1.2.

Bonds and Guaranties (Chapter 2, 3.6.3)

Bid and performance bonds or guaranties are an essential part of any
construction contract. These instruments protect the Contracting Agency
against the premature withdrawal of bids and against failure of the contractor
to perform. A performance bond assures performance if default under the
contract were to occur. On the other hand, under a guaranty, default triggers

a cash payment to the Contracting Agency.

A payment bond or guaranty secures payment to all persons supplying labor and
material for performance of the work under a construction contract.

A copy of each bond or guaranty should be placed in the official project
file. The above cited reference provides additional information with regard

to bonds and guaranties.

Contracting Procedures

1. Prequalification (Chapter 2, 3.5)

In all but exceptional cases prequalification is used in the selection of
contractors for construction work. By means of prequalification the respon-
sibility of prospective contractors is pre-determined, thereby avoiding the
serious problems which can arise if a low bid must be rejected because of a
lack of responsibility on the part of the bidder. Moreover, prequalifica-

tion saves the less well qualified or unqualified firms the time and expense
of preparing bids and the cost of visiting the construction site, and it

saves the Contracting Agency the time and expense of evaluating such bids.
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a. Advertising (Chapter 2, 2.4; 3.5.2)

Where the estimated cost of the contract is $500,000 or more, prospective
contractors in the United States must be invited to apply for
prequalification by means of a questionnaire, the availability of which
is announced in the Commerce Business Daily published by the United
States Department of Commerce. The format and content of the notice to
appear in that publication are provided in Chapter 2, Attachment 2B.

The Project Officer should provide the Contracting Agency or the
consulting engineer with copies of the latter attachment for use in

preparing the nctice.

The notice and pertinent documents should be sent to the Office of Small
and Disadvantaged Business Utilization (SDB), AID/Washington, Department
of State, Washington, D.C. so as to arrive at least 60 days in advance
of the date when the completed questionnaires are due at the Contracting
Agency. This will normally allow umple time for the interested
contractors to obtain copies of the questionnare and to provide the
Contracting Agency with the specified information. The advertisement
notice is usually sent by cable to SDB, AIDMWashington. Where the
advertisement notices are to be published in two or more countries,
arrangements should be made to assure that the notices are published
simultaneously. The Project Officer should determine that appropriate
measures are taken to assure the prompt availability to requesting
contractors of all pertinent documents, such as IFBs or questionnaires.

If the estimated contract value is under $500,000, publication in the
Commerce Business Daily is not a requirement, but is optional. In any
event, if the notice is not published in the Commerce Business Daily,
the Contracting Agency must place suitable advertising in appropriate
local, regional, or international publications in accordance with local

practice.

(1) Waiver of Advertising Requirement in Commerce Business Daily
(Chapter 2, 2.4.2)
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Ce

Advertisement in the Commerce Business Daily may be waived by the

Regional Assistant Administrator to avoid a serious delay in project
implementation, provided that efforts are made to secure bids from a
reasonable number of potential contractors. A waiver of this type is
meant for an emergency situation, and not to compensate for inadequate
project planning which fails to allow adequate time to meet the

advertisement requirement.

Questionnaire

The responsibility for preparing the prequalification questionnaire
rests with the Contracting Agency and the consulting engineer if one is
employed. A sample of a prequalification questionnaire is provided in
Attachment 2C of Chapter 2. However, another format used or developed
by the Contracting Agency or consulting engineer may also be acceptable
to AID, provided that it covers subéfantially the same points as the AID
questionnaire and is not inconsistent with the objectivss ¢~ that

questionnaire.

Distribution of Prequalification Questionnaires and Evaluation of

Responses (2, 3.5.3 through 2, 3.6.2)

The prequalification questionnaire is sent by the Contracting Agency to
all interested firms responding to the notice, as well as to any other

firms which it desires to solicit. There is always a deadline date for
the submission of responses to the questionnaire, but never less than 30

days after publication.

The consulting engineer is normally responsible for developing the
weights to be used in evaluating the responses to the prequalification
questionnaires, as well as for the actual evaluation process, subject to
the approval of the Contracting Agency. The prequalified firms are so
notified by the Contracting Agency, and are either provided with an IFB
or informed where to obtain one. Firms that were not prequalified are

also so notified by the Contracting Agency.
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d. AID Approvals

With the exception of mandatory AID approvals of the IFB and the signed
contracts in construction procurement exceeding $100,000 in value, the
prior approvals by AID in other steps in the contracting process are
worked out with the Contracting Agency, and are set forth in the Project
Agreement or in an Implementation Letter. Where a well qualified
consulting engineer is in charge of the project f: r the Contracting
Agency, the Project Officer may feel comfortable in accepting without
prior approval the engineer's prequalification questionnaire, as well as
his evaluation of the responses to the questionnaire. On the other
hand, the Project Officer may wish to review the evaluation procedures
employed and to be assured that the firms to be prequalified are
reputable and were selected in a manner as fair as possible to all firms
submitting responses to the questionnaire, and that no firms were unduly
denied prequalification.

2. Where Prequalification Is Not Used (Chapter 2, 3.6.5)

3.

If prequalification is not used, the IFB is advertised in accordance with
the procedures described under Section Fla above. However,
pre-qualification information of the type included in the questionnaire
must be included in the IFB in order for the Contracting Agency or
consulting engineer to be able to evaluate the responsibility of the
bidders.

Special Procedure for Complex Construction (Chapt-r 2, 3.6.6)

Where the construction is of so complex a nature that accurate
determination of the scope of services and/or technical specifications is
not feasible, it may be advisable to provide for a two-stage procedure,
subject to approval of the Mission Director. In the first stage, following
advertisement and prequalification, if used, invitations are distributed
requesting unpriced technical proposals. The technical proposals are
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evaluated and a short list of responsive bidders is developed. In the
second stage, a request for priced bids is sent to the short listed firms.
Such bids are then evaluated as in the single stage procedure. The
advantage of the two-stage system is that technical details and issues can

be clarified before bidders are required to establish prices.
The above cited reference provides additional details on this procedure.

Invitation for Bids (IFB) (Chapter 2.4)

In a construction contract the IFB includes instructions to the bidders; a
form of tender to be signed by the bidder in submitting his bid; a bill of
quantities: technical specifications; forms of bid, performance, and
payment bonds or guaranties; a form of agreement; and conditions of the
contract. Attachments 2J through 2S to Chapter 2 constitute a sample of an
IFB considered acceptable to AID.

Thus, the IFB, when its accompanying form of ag <ement is signed by the
contracting parties, becomes the contract. It is for this reason that it

is mandatory that the IFB, as well as any amendments or corrections thereto,
be reviewed and approved by AID before it is distributed to interested
bidders. This is normally done by the Project Officer, assisted by
appropriate legal, engineering, contracting, and coniroller personnel. For
example, the Mission or regional legal advisor should alwayr review the
terms of the IFB. The Mission controller should review the method of
payment and documentation requirements, and the Mission or regional
engineer should review the scope of services and technical and materials

specifications.

Subsequent nbjections raised by AID to a contract signed pursuant to an
unapproved IFB could require the bidding process to commence anew,

resulting in serious delays in the project.
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a. General Conditions (Chapter 2, 4.7.1)

The conditions of contract consist of general conditions and conditions
of particular application. (Attachments 2R and 2S, respectively,
referred to above under Section F4.)

AID has used for illustrative purposes for civil works contracts the
general conditions as published by the Federation Internationale des
Ingenieurs-Conseils (FIDIC). While these general conditions are not
mandatory, they are internationally recognized in the construction
industry, and are strongly recommended for civil works construction
contracts that are intended for AID financing. If the illustrative
general conditions are less appropriate in a given host country,
alternative general conditions acceptable to AID may be used.

b. Conditions of Particular Application (Chanter 2, 4.7.2)

The conditions of particular application are used to elaborate or modify
the general conditions so as to meet the requirements of the project
under consideration and conditions in the host country. These
conditions are discussed in detail in the cited reference and include
the mandatory provisions stemming from AID legislation or policy, which
are summarized in Appendix D to this Guidebook.

Also included in the conditions of particular application is the method
to be used in paying the contractor. Appendix F summarizes the various
methods of payment authorized by AID, as well as the documentation
required by AID in order to effect payment.

The use of mobilization advances as a means of lowering bid prices and
stimulating the number of bidders is explained in Chapter 2,4.7.2.1.m(3).
(Please refer also to State cable 273219 of October 19, 1973, paragraph
ID(4)(b), a copy of which is attached hereto as Appendix F-(i)).
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5.

Another useful payment device is the withholding of 'retention money"
from a contractor's progress payments to ensure his responsiveness to
problems that may surface immediately after construction is completed.
(Please refer to Chapter 2, Attachment 2S, Clause 60, Section 8.)

The Project Officur should be able to explain the various mandatory and
payment provisions to iis counterparts in the Contracting Agency, and to
assist the Contracting Agency in selecting the method of payment most
appropriate to the requirements of the host country and the contract
that is to be financed. In his discussion with the Contracting Agency
the Project Officer should be accompanied by such legal, engineering,
and/or contracting advisors as are deemed appropriate. The Mission
controller can provide essential guidance with regard to payment methods

and documentation requirements.

Distribution of the IFB (Chapter 2, 3.7.1)

The Contracting Agency must distribute the IFB to all firms that were
prequalified. If prequalification was not used, the IFB is distributed to
all firms responding to the announcement of the IFB in the Commerce
Business Daily or other publications, as well as to any other firms that

the Contracting Agency cares to solicit.

Prebid Conference {Chapter 2, 3.7.2)

The Contracting Agency may require or AID may suggest a prebid conference

to take place at a time and place of mutual convenience to the Contracting
Agency and the prospective bidders. The purpose of the conference is to
exchange information with prospective bidders concerning local conditions,
answer questions relating to bid documents, and provide further explanations
that may be necessary concerning AID and other requirements. The Mission
or regional engineer, and, as appropriate, the Project Officer should
cooperate with the consulting engineer in arranging such a conference, and

will want to represent AID at the conference.
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Any clarification or elaboration of the IFB considered warranted in the
light of the prebid conference is communicated to all bidders, including
those who may not have attended the conference. Such a clarification or
elaboration is issued as an addendum to the IFB, and it must receive the
prior approval of the Project Officer or appropriate Project Committee
members.

7. Contract Award (Chapter 2, 3.8)

The Contracting Agency records the receipt of the bids in an orderly manner,
and safeguards them pending the public opening of the bids at the time and
place specified in the IFB. The bids are evaluated by the Contracting
Agency or consulting engineer, who will have prepared an up-dated cost
analysis against which to measure the bids. The award is made to the
lowest responsive and responsible bidder. Factors other than price which
may be considered in the evaluation are discussed in Chapter 2, 3.8.4

which provides further information on evaluation procedures.

If all bids are substantially in excess of the costs as calculated by the
consulting engineer, the Contracting Agency may elect to reject all bids
subject to AID approval if required in the PIL.

The Mission or regional engineer and/or the Project Officer will want to
review the evaluation procedures leading to the proposed award, or if such

is the case, the rejection of all bids.

G. AID Approval of Proposed Award (Chapter 2, 3.8.5)

The Project Officer should arrange for Mission review and approval of the
proposed award before the contractor is notified and before the contract is
signed. In order to accomplish this, the Contracting Agency should submit to
AID the proposed final contract before signature, with the statement that it
is identical to the contract included in the previously approved IFB, or a
statement explaining any changes between the IFB and the final contract.
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As additional support for the contract submitted to AID for approval, the
Contracting Agency also should provide a record of the bids received, and, if
required, an explanation of why any low bid was rejected. The Contracting
Agency should, in addition, confirm that the selected bidder is responsible
and that it submitted the lowest responsive bid, that the contractor meets the
tests of eligibility, and that the bid price is reasonable.

The Mission or regional engineer and/or Project Officer should review the
documentation supplied by the Contracting Agency, and see that it is retained
in the contract monitoring file. Reviewing officials should always include
the regional or Mission legal advisor as well as the Mission controller. If
all is in order, the award as represented by the unsigned contract should be

recommended to the Mission Director for approval.

The Project Officer prepares a contract approval memorandum for the record,
which is signed by the Mission Director (or his designee) and which, among
other things, demonstrates that the contract was awarded in accordance with
the agreed contracting principles, explains any waivers, certifies as to the
reasonableness of price, and describes what issues, if any, arose during award
of the contract. (Please see Handbook 3, Chapter 8 C3c(4)(f) for further
information on the contract approval memorandum.)

If, on the other hand, the Project Committee cannot recommend approval of the
proposed award, the Project Officer so informs the Mission Director. With the
Director's concurrence, the Project Officer informs the Contracting Agency of
the reasons for disapproving the award, and endeavors to reach agreement on a

mutually acceptable alternative award.

However, if the Project Officer and other Committee members have worked
closely with the Contracting Agency during the procurement process, the
Contracting Agency will have been made fully aware of that which AID can and
cannot approve. In this event, it is unlikely that the Mission will be
confronted with a proposed award with which it cannot concur.
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Mission contract approvals should be scheduled with a view toward the
expiration dates of bids as well as of bonds or guaranties. Expiration of
bids or of bonds or guaranties during the course of the Mission contract
approval process could result in unnecessary delays and increased contract

costs.

After receipt of AID approval of the proposed award, the Contracting Agency
informs the successful bidder that it has been awarded the contract, and
arranges a time and place for signing the contract. The document to be signed
is usually the Form of Agreement incorporated in the IFB (Attachment 2Q to
Chapter 2).

A copy of the signed contract is then sent to AID for its approval. (Chapter

2, 2.2) Following approval of the contract, the Project Officer should assure
that copies are made available to all Mission offices concerned and that a copy
of the signed contract, as well as any amendments, is retained in the contract
monitoring file maintained by the Project Officer.

If AID/W has issued a direct or bank letter of commitment to finance the
contract, a copy of the signed contract must be provided to the Office of
Financial Management, AID/W.
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CHAPTER VI
PROCURBMENT OF EQUIPMENT AND MATERIALS

A. Formal Competitive Bidding (Chapter 3, 2.2.1; 3.5)

1.

2.

General Description

Formal competitive bidding procedures are normally used in the procurement
of equipment and materials estimated to cost more than $100,000. These
procedures may include prequalification and always include advertising,
issuance of an Invitation for Bids (IFB), evaluation of bids, and award of

the contract to the lowest responsive and responsible bidder.

Types of Contracts

The types of contracts used in the procurement of materials and equipment
are discussed in Chapter 3, 3.3. This is a matter for the Contracting
Agency to decide. Normally, for the procurement of equipment and materials
a fixed price contract is used under which the supplier is paid the agreed
price either in one payment upon completion of the contract, in a series of
partial payments as deliveries are made, or on an agreed schedule.

In exceptional cases where specifications cannot be defined with sufficient
precision to permit a supplier to estimate the costs of manufacturing the

equipment under order, a cost plus a fixed fee contract may be used.

A cost plus a percentage of cost contract is not eligible for AID financing.

3. Advertising (Chapter 3, 2.3; 3.5.1)

Note:

A notice of forthcoming procurement of equipment and materials must be
placed in the Commerce Business Daily published by the United States
Department of Commerce, and in the Export Opportunities Bulletin published

Unless otherwise noted, a11'(hapter references cited herein pertain to

Handbook 11.




-72-

5 AN L TR R T IS TR S T S

by AID. The notice covers prequalification, if this procedure is to be
used, or the availability of the IFB, if prequalification is not used.

The Project Officer should inform the Contracting Agency of the requirement
that the advertisement needs to be sent in time to reach the Office of Small
and Disadvantaged Business Utilization (SDB), AID/W, at least 60 days in
advance of the closing date of the IFB or due date for the prequalification
questionnaires. This is required in order to allow sufficient time for
processing the notice and for interested contractors to obtain their IFBs
or questionnaires and submit the required information to the Contracting
Agency. Normally the advertisement notice is sent by cable to AID/Washing-
ton. Where advertisement notices are to be published in two or more coun-
tries, arrangements should be made to assure that the notices are published
simultaneously. The Project Officer should determine that appropriate
measures are taken to assure the prompt availability to requesting
contractors of all pertinent documents, such as IFBs or questionnaires.

Further information on advertising the procurement of equipment and
materials may be found in Chapter 3, 2.3; and 3.5.1. Waiver provisions for
the advertising requirement may be found in Chapter 3, 2.3.2.

Attachment 3C to Chapter 3 contains a sample of the format and content of
the notices for both the Commerce Business Bulletin and the AID Export

Opportunities Bulletin. The Project Officer should provide copies of these

sample notices to the Contracting Agency for use in preparing the advertise-

ment.

Prequalification (Chapter 3, 3.5.2)

Prequalification in the procurement of equipment and materials is used only
when custom-made, specialized, highly technical, or complex equipment is
under consideration and it is important to establish in advance the
qualifications of firms that are to be invited to submit bids. The
Contracting Agency's advertisement announces the availability of a
prequalification questionnaire, a sample of which is provided as Attachment
3D to Chapter 3. Procedures for prequalification are discussed in more

detail in the above cited reference.
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All interested firms receive copies of the prequalification questionnaire.
Their replies are evaluated in accordance with previously determined
criteria by the Contracting Agency, which establishes a list of qualified

firms that are to receive copies of the IFB.

Prior review and approval by the Project Officer of the prequalification
questionnaire and of the Contracting Agency's procedures for evaluating the
questionnaires are not mandatory. However, depending on the experience and
the record of tl:> Contracting Agency, (or of its procurement agent, if used
(Chapter 3, 3.2)), the Project Officer, assisted by appropriate Mission
legal, contracting, and engineering advisors, may find it advisable to
review the prequalification questionnaire as well as the evaluation
procedures of the Contracting Agency for fairness and completeness with a
view toward determining that a representative group of reputable firms are

to be invited to submit bids.

Invitation for Bids (IFB) (Chapter 3, 3.5.3 through 3.5.7)

The IFB not only invites contractors to bid on the procurement, but it sets
forth the scope and specifications of the goods being purchased, and all
the ccnditions of the contract that is being offered, as well as the
formula to be used in evaluating bids if factors other than price are to be

considered.

The IFB includes a cover letter, instructions to the bidder, a bid/award
contract form, a bid schedule, forms of bid and performance bonds,
conditions of contract, and technical specifications. Attachments 3G
through 3N to Chapter 3 provide samples of the various elements of an IFB
which AID considers acceptable. The Contracting Agency should adapt these
forms to meet the requirements of the procurement under consideration and
local law and customs. The abov: reference provides additional details

with regard to the IFB.

Upon the signature of both parties to the bid/award contract form the IFB
becomes the contract. It is for this reason that prior AID approval of the
IFB is required. Thus, the Project Officer should review the IFB before
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its issuance to determine that it meets AID's contracting standards in
general, as well as its mandatory procurement rules, which are referred to
below. The regional or Mission legal advisor should participate in
reviewing the terms of the IFB, the Mission or regional engineer or
commodity specialist should review the specifications, and the Mission

controller should review the proposed method of financing.

If prequalification has been used, the IFB is provided to all firms that
are prequalified. If prequalification has not been used, the IFB is
provided to all firms that responded to the IFB advertisement, and to such
other firms as the Contracting Agency may care to solicit.

Prebid Conference (Chapter 3, 3.5.4.2)

Where major equipment purchases are under consideration, it may be useful
to hold a prebid conference at a time and place of mutual convenience to
the Contracting Agency and to the bidders. The purpose of the conference
is to exchange information with prospective bidders concerning complex
technical requirements for the equipment under consideration and to explain
any contract terms or requirements that require clarification. The Project
Officer and/or other appropriate Project Committee members should attend or

be represented at the prebid conference.

Two Stage Bidding (Chapter 3, 3.6)

Where specialized equipment is being procured, the technical specifications
of which are not readily established, it is useful to employ a two stage
bidding procedure. In the first stage the submission of unpriced technical
proposals is requested, with the understanding that such proposals will be
subject to discussion between the bidder and the Contracting Agency. 1In the
second stage those firms whose technical proposals were found acceptable,

as modified by the discussions, are requested to submit priced bids.

Further details on the two-stage bidding procedures are contained in the
above cited reference. A request by the Contracting Agency for two-stage
bidding should always be subject to the prior approval of the Mission.
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8. Mandatory Contract and Payment Provisions (3, 2.13)

Notwithstanding the fact that AID is not a party to a host country
contract, there are a number of provisions stemming from AID legislation or
policy which must be incorporated in the contract if AID is to finance it.
These provisions as they apply to equipment and materials contracts are
summarized in Appendix U to this Guidebook.

AID authorizes three methods of payment for the host country contracts it
finances: direct reimbursement by AID to the host government; direct
letter of commitment from AID to the contractor; and letter of commitment
from AID to a United States banking establishment. Appendix F summarizes
these methods, together with the documentation required by AID in order to

effect payment.

The Project Officer should consider the possibility of the need for advaice
or progress payments before the equipment is procured. For equipment that
is custom-made or is of a type not mormally built for inventory, AID may
approve advance or progress payments to the contractor provided certain
criteria, which are set forth in Chapter 3, 3.10.2.2, are met. (Please
refer also to State cable 273219 of October 19, 1973, paragraph IID(4)(b),
attached hereto as Appendix F(i)). These criteria must be included in the
IFB so that all bidders may be informed. The Project Officer, assisted by
the Mission or regional engineer and the Mission controller, should verify
that requests for advance or progress payments do in fact meet the

established criteria.

The Project Officer should be able to explain the various mandatory and
payment provisions to his counterparts in the Contracting Agency, and to
assist the Contracting Agency in selecting the method of payment most
appropriate to the requirements of the host country and the contract that
is to be financed. In these briefing discussions with the Contracting
Agency, the Project Officer should normally be accompanied by the regional
or Mission legal advisor and contract officer. The Mission controller
should also participate to provide essential guidance with regard to

payment methods and documentation requirements.
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9.

10.

11.

Bonds and Guaranties (Chapter 3,3.9)

Bid and perfomance bonds or guaranties are used in contracts for equipment
and materials to protect the Contracting Agency against the premature
withdrawal of bids and against the failure of the contractor to perfom. A
payment bond or guaranty secures payment to all persons supplying labor and
material for perfomance of the work under the contract. An advance
payment bond or guaranty secures fulfillment of the supplier's obligations
with regard to payments advanced under the contract. A copy of each bond
or guaranty sheuld be placed in the official project file.

The above cited reference provides additional infomation with regard to
bonds and guaranties.

Award of Contract (Chapter 3, 3.5.5; 3.5.6; 3.5.7)

The Contracting Agency should record the receipt of the bids in an orderly
manner, and safeguard them pending public opening of the sealed bids at the
time and place indicated in the IFB. This is followed by an evaluation of
all bids, with the award being made to the lowest responsive and
responsibtle bidder, based on an evaluation of the bids if factors other
than price were considered.

AID Approval of Contract (Chapter 3,5.8.1)

As in the case of the IFB, AID approval of the signed contract is also
mandatory. Again, depending on the experience and record of the Contracting
Agency, the Project Officer, with appropriate Mission legal, contracting,
and engineering assistance, may wish to review the evaluation procedure s
leading to the proposed award. In any event, in order to avoid possible
misunder standings, it is recaimended that the proposed award be sutmitted
to the Mission for approval before the contract is signed.

The docunentation supporting the proposed award to be provided by the
Contracting Agency to the Mission is outlined in the cited reference.
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Reviewing officials should always include the regional or Mission legal
advisor, Mission or regional engineer or commodity specialist, as well as
the Mission controller. The Project Officer should see that the supporting
documentation is placed in the contract monitoring file, following its
review by, and any substantial comments of, appropriate Mission officials.

If the Project Officer agrees with the proposed award, he recommends

- acceptance to the Mission Director. At the same time, the Project Officer
prepares a contract approval memorandum for the record, which is signed by
the Mission Director (or his designee) and which, among other things,
demonstrates that the contract was awarded in A~cordance with the agreed
contracting principles, explains any waivers, certifies as to the
reasonableness of price, and describes what issues, if any, arose during
award of the contract. (Please see Handbook 3, Chapter 8 for further
information on the contract approval memoxondum. )

If, on the other hand, the Project Oificer does not concur with the proposed
award, he so informs the Mission Director. With the Director's concurrence,
the Project Officer informs the Contracting Agency of the reasons for dis-
approving the award, and endeavors to reach agreement on a mutually

acceptable award.

However, if the Project Officer has worked closely with th. Contracting
Agency during the procurement process, the Contracting Agency will have been
made fully aware of that which AID can and cannot approve. In this event,
it is unlikely that the Mission will be confronted with a proposed award

with which it cannot concur.

Mission contract approvals should be scheduled with a view toward the expi-

ration dates of bids as well as of bonds or guaranties. Expiration of bids

or of bonds or guaranties during the course of the Mission contract approval
process could result in unnecessary delays and increased contract costs.

Upon receipt of the Mission's approval of the proposed award, the Contract-
ing Agency awards the contract, usually by signing on the appropriate line
in the bid/award/contract form. (Chapter 3, Attachment 3I). At this point
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the contract is sent to the Mission for final approval, after which the
successful bidder is notified of the award. Following approval of the
contract, the Project Officer should assure that copies are made available
to all Mission offices concerned, and that a cepy of the signea contract,
as well as any amendments, is placed in the rontract monitoring file
maintained by the Project Officer.

If AID/W has issued a direct or bank letter of commitment to finance the
contract, a copy of the signed contract must be provided to the Office of
Financial Management, AID/MW.

B. Exemptions to Formal Procurement Procedures

1.

Single Source Procurement (Chapter 3, 2.2.5)

Negotiations with a single source may be permitted in the event of an
emergency situation, because of special design or operational requirements,
or because competitive procedures would result in the impairment of the AID
program, or would not be in the best interests of the United States. The
above cited reference provides additional details, including procedures for
obtaining waivers of competition. Advertising is not required where a
single scurce waiver has been authorized.

The Project Officer should be aware that it would be difficult to justify
as an emergency, or as support for a claimed impairment of the AID program,
a breakdown in the host country's planning procedures with the result that
it becomes too late to use the competitive process without delaying the
project.

Proprietary Procurement (Chapter 3, 2.4)

Normally, specifications of equipment and materials should not be limited
to brand or trade names so as to unduly restrict competition. ‘When
necessary to use brand or trade names to identify the type of item which
would be satisfactory, bidders should be permitted to offer an item equal
to the named item.
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Waivers permitting procurement of a specific manufacturer's product line or
specific model may be permitted for such reasons as economies in the
maintenance of spare parts inventories, stronger local dealer organization,
better repair facilities, greater technical familiarity of operating
personnel, or compatibility with equipment on hand. The above cited
reference provides additional details concerning proprietary procurement,

including procedures for obtaining the necessary waivers.

The Project Officer should be aware that a waiver for proprietary
procurement does not authorize a purchase from a single source. For
example, authorization to purchase a certain type of Ford trucks would
still require that quotations be obtained from a reasonable number of
sellers of such trucks. On the other hand, a single source waiver (Section
Bl above) includes the authority to procure proprietary goods and no

separate waiver is necessary.

C. Informal Competitive Procedures (Chapter 3, 3.7)

1. Request for Quotations (RFQ)

The Mission Director is authorized to approve informal competitive
procedures in lieu of the above described formal procurement procedures
when it is not feasible to develop adequate specifications for an IFB, when
proprietary procurement has been authorized, or when adherence to formal
procurement procedures would impair project objectives. For example, the
Contracting Agency may hesitate to issue an IFB in view of the need to
negotiate on spare parts availabilities and local repair facilities for
various makes of road construction machinery.

Informal competitive procedures may also be authorized by the Mission
Director when formal competitive bidding procedures have failed, all bids
have been rejected, and further use of such procedures would clearly not be
productive. Chapter 3, 3.7.3 provides guidance as to the procedure to be

followed in such situations.
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A Request for Quotations (RFQ) rather than an IFB is used in the informal
competitive procedures. The RFQ may also be used in conjuncticn with a
prequalification questionnaire. The basic differences between the RFQ and
the IFB are that in the RFQ procedure it is possible to negotiate with the
offerors for changes in specifications and terms, anu there is no public
opening of the RFQ. The RFQ must include all of the criteria to be used in
evaluating the offers, price and other factors considered. An evaluation
formula is not required. In general, the contract provisions that were
referred to above in connection with the IFB, mandatory and otherwise, also
apply to the RFQ. Chapter 3, 3.7 and 4.2 discuss the informal competitive
procedures and the RFQ in greater detail.

. Advertising

The RFQ, as well as the prequalification questionnaire if used, are
advertised in the Commerce Business Daily of the United States Department

of Commerce, and in the Procurement Information Bulletin published by

AID. Chapter 3, 3.7.2.1 and Attachment 3C provide additional details
concerning this advertising, including the form of notices to be submitted
to the Office of Small and Disadvantaged Business Utilization (SDB), AID/
Washington. The procedures to be followed by the Project Officer are similar

to those discussed above in this Chapter under Section A3 ir connection with
the advertising of the IFB. Chapter 3, 2.3.2 explains the provision for
waivers of the advertising requirement.

Where an RF( is used following failure of the formal competitive bidding
procedure as mentioned above, re-advertising the procurement in question is

not required. (Chapter 3, 3.7.3)

Processing the RFQ

Prior approval by AID of the RFQ is mandatory. This will avoid possible
subsequent misunderstanding by the Contracting Agency and the offerors with
regard to the eligibility of proposed contract provisions for AID
financing. The Project Officer, assisted by such Mission legal, engineer,
controller, contracting, and supply officer expertise as he deems
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warranted, should review the RFQ before publication to determine its
consistency with AID approved contracting principles and procedures.

The RFQ is distributed by the Contracting Agency to all fims requesting
it, and to such other firms as the Contracting Agency wishes to solicit.

If prequalification has been used, the RFQ is distributed to each firm that
has been prequalified. In the case of failed competition, the RFQ is

distributed to all first round bidders.

The Contracting Agency should record the receipt of the quotations in an
orderly manner, and should keep them secure and unopened until the date and
time specified for their opening in the RFQ. The Contracting Agency, or
its procurement agent if one is used, is responsible for the evaluation of
the offers, which are ranked in order. (Chapter 3, 3.7.4 and 3.7.5)

As indicated above the criteria for evaluation by the Contracting Agency
are included in the RFQ. Depending on the experience and capability of the
Contracting Agency, or its procurement agent, the Project Officer may find
it advisable to review the evaluation procedures used in order to ascertain

that the various offers have been judged accurately and ranked fairly.

. Negotiations (Chapter 3, 3.7.6)

Negotiations may be conducted by the Contracting Agency with the highest
ranked offeror or with all offerors within a competitive range. The purpose
of these negotiations is to achieve for the Contracting Agency the procure-
ment under the most advantageous terms possible, taking into account such
factors as design, price, terms of delivery, availability of service and

spare parts, warranties, etc.

Minor changes in the Contracting Agency's requirements (e.g., scope of
work, contract terms) should be given simultaneously in writing to all
offerors. Where such changes are substantial, the Contracting Agency
should consider issuance of a new RFQ for all prequalified firms.
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The guidance provided for the Project Officer in negotiating host country
contracts for professional and technical services contracts (Chapter IV J of
this Guidebook) is also applicable in dealing with negotiations involving
the suppliers of equipment and materials.

5. Contract Award (Chapter 3, 3.7.7)

It is normally a sound practice for AID to reserve the right to approve the
supplier and the contract before the latter document is signed. AID's prior
approval rights should be set forth in the Project Agreement or in a Letter
of Implementation.

The Contracting Agency should submit to the Project Officer an unsigned copy
of the final contract and other documentation supporting the proposed award.
This documentation, which is detailed in Chapter 3, 3.7.7, is reviewed by
the Project Officer and such other Mission officials as are appropriate.

If all appears to be in order, the Project Officer then recommends to the
Mission Director that the award and contract be approved. The procedures
described above under Section A 11 of this Chapter are then followed.

D. Small Value Procurement (Chapter 3, 2.2.4; 3.8)

AID is prepared to finance host country contracts for equipment and materials
not exceeding $100,000 which are informally solicited and negotiated, and
award: ” pursuant to special procedures for small value procurement. Quotations
should nonetheless be obtained from a reasonable number of sources, with the
award being made for the most advantageous offer, taking into account such
factors as quality, price, terms of delivery, warranties, and availabiiity of

repair and maintenance facilities.

With the exception of the advertising requirement as modified below, other
basic AID rules set forth in Section 2 of Chapter 3 of Handbook 11 apply to
small value procurement. Further guidance in such matters as shipping

instructions, the use of purchase orders, or financial arrangements may be
obtained from the Mission or regional supply advisor, contract officer, and

Mission controller.
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Procurement of equipment and materials estirated to cost from $25,000 to
$100,000 must be advertised in the AID Procurement Informatcion Bulletin. The
format for the notice of the advertisement is included in Attachment 3C to
Chapter 3. The Project Officer should provide the Contracting Agency with a
copy of this notice format for use in preparing the advertisement. The notice
should be sent so as to reach the Office of Small and Disadvantaged Business
Utilization (SDB),AID/Washington, at least 45 days prior to the date when it is
proposed to let a contract for the procurement under consideration.

Procurement estimated to cost less than $25,000 does not require advertising,
although an honest effort should be made to canvass a reasonable number of
sources with a view toward obtaining the most advantageous offer possible.

Further details with regard to small value procurement will be found in the

above cited references.

The extent of Project Officer concern with small value procurement undertaken
by the Contracting Agency will depend upon the experience, competence, and
record of the latter. If the analysis of the Contracting Agency's procurement
capability described in Chapter II C of this Guidebook indicates the existence
of satisfactory Contracting Agency procedures, the Project Officer should
normally not need to become directly involved in small value procurement.
Subsequent reviews of the Contracting Agency's transactions financed by AID

may be left to the auditors.

Where the analysis of the Contrac- . ‘gency's capability indicates other than

satisfactory procedures, Chapter :! . «f the Guidebook also provides
alternative options which should be considered by the Project Officer.
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CHAPTER VII
CONTRACT IMPLEMENTATION AND MONITORING

A. Monitoring Principles and Methods

Monitoring a host country contract is the process whereby a designated AID
Field Project Officer observes and reports upon the activities and performance
of the host country Contracting Agency and the contractor during the project
implementation phase. The basic objective of such surveillance is to facili-
tate successful completion of the AID-financed contract involved while
simultaneously safeguarding AID's interests and investment.

Although many of the monitoring principles and methods applicable to the over-
sight of direct AID contracts would also be appropriate in the case of host
country contracts, it is imperative that the Project Officer keep continually
in mind the fact that AID itself is not a party to host country contracts. Nor
should it be overlooked that, properly, the host country Contracting Agency
should in its own interests and on its own initiative maintain continuing over-
sight of the work of the contractor it has legally engaged. While monitoring
by the AID Project Officer may in some respects be considered as complementary
to that performed by the host country, the significant distinction is that his
activities are intended primarily to serve AID purposes. The Project

Officer's relationships with the host country and the contractor, as well as
his "style' of monitoring, should reflect appropriate recognition of these
important considerations, as stressed in Chapter I of the Guidebook.

In terms of AID interests, monitoring is essential to assure that U.S. public
funds are being expended in accordance with statutory and AID administrative
requirements and that the services and commodities being procured are
delivered and used properly. Effective project monitoring also enables the
Project Officer to keep abreast of a contractor's activities and to anticipate
problems or bottlenecks which neither the contractor nor the country Contract-
ing Agency may be able to resolve promptly (e.g. technical difficulties;
procurement delays; inadequate logistical support or local currency avail-
ability; etc.). In such circumstances, the Project Officer should of course
assist wherever possible and appropriate in the resolution of such problems.
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Chronologically, host country contract monitoring should commence as soon as
feasible following execution of the contract by the Contracting Agency and the
contractor. At the outset of this process, the Project Officer should
establish a contract monitoring file (see also Section Q of this Chapter)
containing a copy of at least the following documents:

e analysis of the host country's procurement capabilities
@ project procurement plan

e monitoring plan

e related Project Agreement (and Project Implementation Letters (PILs)
relating to contracting or procurement)

e related host country contract (and ancillary documents)

The Project Officer should be thoroughly conversant with the substantive
content and provisions of the Project Paper, the Project Agreement (including
related PILs), and the contract itself, inasmuch as these basic documents
constitute the framework within which he will be overseeing the procurement-
related undertakings of both the host country and the contractor. Of special
importance to his monitoring tasks are the procurement, financing, and
logistical support provisions of the Project Agreement and PILs; and the scope
of work, performance schedules or benchmarks, procurement, payment methods,
budget, staffing, reporting, and logistical support provisions of the contract.

Building upon the foregoing, the Project Officer should develop his own moni-
toring schedule or checklist, keyed to the specific major events and require-
ments encompassed by the contract as well as to the basic monitoring tasks for
which he is responsible. Although no uniform monitoring system is prescribed,
the Project Officer should design this schedule or checklist to include as a
minimum identification and timing of each of the significant events or activi-
ties covered by the contract (e.g. arrival of key staff; provision of
logistical support requirements; disbursement schedules; procurement and
installation of equipment; submission of reports and their projected completion
dates; proposed site visits; joint reviews of contract progress with the Con-
tracting Agency and the contractor; etc.), Proper preparation and maintenance
of a management tool along these lines should materially facilitate methodical

monitoring, follow up, and reporting.
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In preparing this monitoring schedule or checklist, the Project Officer should
note particularly Appendix H, Contract Monitoring Task List, which summarizes
the principal functions for which he is responsible. Although designed for
monitoring all aspects of project implementation, Appendix A of Chapter 11,
Handbook 3, also provides a suggested checklist format which may be helpful as
a guide for Project Officers in developing a simple contract monitoring system

for their own use.

Meaningful contract monitoring relies upon a number of managerially accepted
oversight m=u. ods and mechanisms. Among the more widely used are the

following:

e maintaining personal liaison with senior officials of both the Contracting
Agency and the contractor;

® meeting periodically with the Contracting Agency and the contractor to
review work progress and problems;

e analyzing technical, procurement, financial, shipping, and other reports
and documents required of the contractor, and maintaining a record of the
contractor's progress in meeting the contract's scope of work;

o visiting the work site periodically to observe ongoing activities
(including the receipt and utilization of contract-related supplies and
equipment; adequacy of participant training, if any, required under terms
of the contract);

¢ identifying and resolving problems impeding the work of the contractor
(e.g., adequacy of logistical support; availability of local currency;
customs clearances; etc.);

® assuring that required financing arrangements are made, analyzing
disbursements against planned expenditures, and approving contractor
payment vouchers;

® submitting periodic or special contract status reports to meet internal
AID management or information needs;

e coordinating actions required of other officials (whether host country,
AID, or contractor officials), and following up to assure that required
actions are taken in a timely manner;

® assuring that required contract audits are made, and that corrective
actions are taken where necessnry; and

e maintaining a complete and current contract monitoring file, including all
relevant documents and reports.
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The extent and frequency of use of these monitoring methods by a Project
Officer will vary, of course, depending upon the scope and complexity of the
contract involved, particularly the incidence of problems which may arise as
the work progresses. In the final analysis, each Project officer is expected
to use his judgment in applying and adapting these techniques to the nature of
the contract being monitored and the circumstances prevailing at the country

level.

Projec* Officers should be thoroughly conversant with Chapter 11, ''Project
Monitoring'", of Handbook 3 which deals with all aspects of project implementa-
tion monitoring, including contracting and procurement. Of particular interest
to Project Officers responsible for monitoring host country contracts are Sec-
tions 3, 4, 6, and 8 of Appendix 11E of the same Chapter insofar as these
Sections relate to the oversight of contractor operations.

Guidance regarding the preparation and submission of contract status and site
visit reports required of Project Officers will be found in Sections O and N,

Chapter VII, of this Guidebook.

. Project Officer Relations with the Host Country

In the conduct of contract monitoring, the Project Officer will normally work
closely and meet frequently with responsible officials of the host country
Contracting Agency. Generally, his association with these officials will have
begun sometime prior to the actual initiation of the contracting process due
to his participation in the joint country/AID project implementation planning

phase.

Ideally, the Project Officer's relations with the Contracting Agency should be
characterized by an atmosphere of mutual confidence and shared objectives in
overseeing the work of the contractor. Although fully prepared to advise and
assist the Contracting Agency where required, the Project Officer should make
clear, by his actions and atiitude, that he recognizes the responsibilites of
the former, as a principal to the contratt, and the special nature of its
contractual relationships with the contractor. To thz extent necessary, he
should guide and support the Contracting Agency in its oversight of the
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contractor's performance, as for example, in arranging site visits, and in
scheduling progress review meetings with the contractor. Wherever feasible,
joint monitoring of the contract -- involving the participation of both the
Project Officer and an official of the Contracting Agency -- should be sought
as the most desirable and effective approach serving both host country and AID

purposes.

Where substantive problems arise between the Contracting Agency and the con-
tractor which warrant intervention by the Project Officer, he should endeavor
to assist in the resolution of the difficulties as informally as possible in
the capacity of mediator or 'honest broker.!" Or where the host country is
delinquent in meeting its commitments, (e.g., in approving contractor invoices;
arranging customs clearances), he should review the situation with the Con-
tracting Agency, expressing appropriate concern and urging prompt attention to
the problem. In these and similar circumstances, he should of course avoid
any actions or statements which could appear to commit AID or otherwise
infringe upon the contractual relationship between the Contracting Agency and

the contractor.

"Unilateral" monitoring of the contractor's performance by the Project Officer
should also be avoided (although this should not be interpreted as precluding
informal relationships and discussions between the contractor and the Project
Officer). As a general rule, where the Project Officer wishes to visit or meet
with the contractor, he should so advise the Contracting Agency in advance,
urging its participation. This approach not only minimizes the possibility of
misunderstandings about the role of AID in the monitoring process, but serve.
to underscore the fact that host country contract administration and oversight
are in the first instance basic Contracting Agency responsibilities.

Project Officer Relations with the Contractor

Logically and properly, the contractor reports to, and accepts instructions
from, the host country Contracting Agency regarding the provisions of the
contract and the work to be done. The contractor is also aware that AID,
though not a party to the contract, is the financing agency of the U.S.
Government with certain rights and responsibilities as set forth in the

contract itself.
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In establishing relationships with the contractor, the Project Officer should
strive to create an atmosphere of professional informality and mutual coopera-
tion. He should make clear AID's substantive interest in the successful
completion of the contract, as well as his general role in the monitoring
process as AID's representative. He should stress particularly his
availability and preparedness to advise and assist the contractor on matters
relating to AID's rules and procedures, in facilitating financial arrangements
and payments, and in other respects where AID involvement would be appropriate.

In dealing with the contractor, the Project Officer should proceed on the
assumption, unless and until events prove otherwise, that the contractor has
been selected after full consideration of its competence and reliability.
Accordingly, his monitoring of the contractor should be conducted with tact,
sensitivity, and judgment, and in particular with due recognition of the
contractual relationship between the Contracting Agency and the contractor.
Excessive monitoring or 'over the shoulder' surveillance should be avoided.

In monitoring the contractor's performance, the Project Officer should refrain
from any action which could be misconstrued as interference between the
Contracting Agency and the contractor, or which could adversely affect
relations between these two parties. The basic objective of the Project
Officer should be to create a mutually cooperative, productive working
relationship with the contractor while maintaining his status as the AID

official responsible for protecting AID's interests.

Finally, each Project officer must decide how best, and in what manner, to
establish his relationships with a particular contractor. The real test of
his effectiveness may be the extent to which the contractor seeks his informal

advice and assistance as the work progresses.

Initial Meeting with the Contractor

The Project Officer should encourage the host country Contracting Agency to
convene an initial familiarization meeting with the contractor as soon as
possible following execution of the contract. This would provide the oppor-
tunity for both the Contracting Agency and the Project Officer to become
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acquainted with the contractor and his key staff and to ease the transition
from the contract negotiation stage to the contract operational stage. It
also serves to establish the credentials of the Project Officer as the AID
ofricial with whom the contractor will be dealing on matters of concern to AID.

Meetings of this kind are also useful in enabling the Contracting Agency to:

e review with the contractor the importance of the related project and its
development objectives;

e verify that the contractor clearly understauds the scope of work, major
provisions of the contract, and the general nature of his relationships
with the Contracting Agency and the AID Mission;

® outline plans for periodic reviews of the contractor's progress; and

¢ generally to assist the contractor during the mobilization stage of the
contract {(e.g. by assuring that arrangements for logistical support of the
contractor have been, or are being made; payment procedures and
documentation requirements are understood; etc.).

E. Periodic Meetings/Discussions with the Contractor

Meeting periodically with the contractor and his key staff to review work
progress and problems is an established and effective monitoring technique.
Regular meetings of this kind should be convened by the Contracting Agency,
and should be so scheduled as to minimize disruption of the contractor's
efforts. The frequency of these contract status reviews should normally be
keyed to the planned completion of major events or activities under the con-
tract to facilitate comparison of actual versus planned accomplishments. The
Project Officer should participate in such meetings, and should make arrange-
ments with the Contracting Agency at the outset of contract operations to

assure his routine attendance.

-Where the significance of problems discussed or decisions reached at such meet-

ings warrant, the Proje-t Officer is expected to record the facts in a summary
memorandum, with copies made available to senior Mission management and the
contract monitoring file. This is particularly important where some action by
AID itself may be required, such as expediting financing arrangements or
obtaining needed waiver approvals. Memoranda of this kind can serve a number
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of purposes, by alerting and enlisting the assistance of other Mission offi-
cals regarding spccific problems (e.g. the Controller in the case of payment
problems), by providing a usetul follow up reminder of further actions

required, and by documenting the Mission files for future reference.

Commod ity Procurement

A host country contract for services (whether technical/professional or
construction services) may also authorize the contractor to procure project-
related commodities (e.g., laboratory cquipment; vchicles; generators; etc.).
thapters IV and V of the Guidebook should be consulted for guidance relating
to services contracts which are on a fixed price basis and which tnclude a
commodity procurement component. Chapter VI provides guidance relating to
services contracts which are on a cost reimbursable basis and also include a

commodity procurerncht component .

in other cases, a host country may contract separately for project-related
commoditics, particularly where specialized equipment is required or where the
volume and value of the commodity component of a project warrants such treat-
ment. Such host count—, commodity procurement is subject to the rules and

procedures set forth in Chapter VI of the Guidebook.

Prompt procurement and proper utilization of project-related supplies and
equipment may be, and often are, critical to the effective overall performance
of the contractor and achievemeni of the project's goals. Monitoring such
procurement is therefore an important aspect of both project and contract

oversight.

In its own interests, the Contracting Agency should assure that the procure-
ment of neceded commoditics is undertaken expeditiously, in conformance with
the terms of the related contract, and that deliveries are made on schedule.
To the extent necessary, the Project Officer should assist the (ontracting
Agency indeveloping a procurcement schedule, reporting mechenisms, and a
monitoring checklist for these purposes.  Ihis checklist should include all
details relevant to ecach procurement transaction -- such as shipping and

inland transportation to the work site; inspection and testing; customs
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clearances; storage and wavehousing; documentation; etc. -- to facilitate the
monitoring process.  Useful puidance in this respect will be found in Appendix

115 (Specific Monitoring Respnsibilities) ot Chapter 11, Handbook 3.

The Project Officer will be particularly concernea that such Alb-financed
procurement complics with the specific AID requirements applicable to commodity
transactions, such as source and crigin, commodity eligibility, marking, and
transportation services.  These requirements should of coursce have been
incorporated in the related host country contract, as required by the

provisions of tandbook 11.

Actual arrival, clearance through customs, and proper utilization of such
commodities should also be verified by the Project Officer during the course
of his site visits and periodic reviews of the procurement and shipping

documents provided to the Contracting Agency by the contractor.

Participant Training Services

Iost country contracts for professional and technical services {requently
require the contractor to train, or arvange the training of, country nationals
inproject-related activities (c.g. in the operation and maintcnance of equip-

ment; in health administracion methods; etc. ).

Whenever the contractor provides participent training in the United States or
in a rﬂﬁrd country, the contractor is required to submit a special report to
both the Contracting Agency and the AID Oftfice of International Training,
pursuant to Section 4.3.44 of (hapter 1, Handbook 11. The Project Officer
should assure that the contractor complies with this requirement.

Al though no special report is required in those circumstances where the
contractor provides training in the host country itsell under the terms of the
contract, the detaiis of such training should be incladed in the contractor's
periodic progress roeports. Pecause of its development significance, the Pro-

ject Officer should review the adequacy and cifectiveness of sudh training
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H.

during the course of his contract menitoring. Visits to the site o. the train-
ing, and interviews with some of the participants, should provide adequate

insight into the contractor's progress in this aspect of its responsibilities.

Contractor logistical Support

The Togistical support of contractors is a troublesome implementation problem
in many countries, particularly in Africa. As a general policy, host country
contractors are capected to be administratively and logistically self-
supporting to the maximun practicable extent, with the host country providing
only such support services as are specified in the related contract. AlD
Missions are not staffed to provide support to host country contractors, nor
should they be, although in some particularly difticult country situations the
Mission Divector may authorize the provision of limited support services in
some areas (e.g. cmergency use of vehicles) as an exception to the general

policy.

Problems affecting the provision, adequacy, or timeliness of the logistical
support of contractors may have potentially serious conscquences. Additional
contract costs may be incurred, the work of the contractor unnecessarily

aelayed, and the morale of the contractor's staff adversely affected.

The Project Officer should Le alert to these considerations, particularly

during the mobitization phase of the contractor's operations. Whether to be
provided by the contractor itself or by the host country, support services --
such as housing, customs clearance, visas, internal transportation, duty frec
privileges, office space and equipment, access to medical facilities, etc. --

should be assured and available as needed.

Where the host country is delinquent in supporting the contractor as required
by the terms of the related contract (or Project Agreement), the Project
Officer should review the matter prompely with the Contracting Agency,
stressing the importance ol prompt resolution ol the problem and the cost

tmplications thereof.  If the Contracting Agency fails to rectify the
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situation, the Project Officer should then report the facts to the Mission
Director for such action as the latter considers appropriate under the

circumstancec.

Please see Chapter 1V J4 of the Guidebook for a further discussion on

logistical support of contractors.

Financial Arrangements and Methods of Payment

As noted in Chapter 111 of the Guidebook, all host country contracts include
appropriate provisions relating to methods of payment (e.g., direct reimburse-
ment; letters of commitment; etc) and the docurentation required for payments

to the contractor.

buring the course of contract implementation, questions frequently arise
relating to the application of these requirements, such as how bank letters of
commitment are arranged or what additional documentation may be needed to
support a contractor's invoice. The Project Officer should be guided by the
Mission controller (or his staff) in advising the Contracting Agency or the

contractor c¢n such matters.

For a summary of the basic AID financial arrangements, Project Officers will

find it useful to note Appendix ¥, '"Methods of Payment and Documentation''.

Administrative Approval of Vouchers

An essential feature of host country contract monitoring is the requirement

for administrative approval by the Project Officer of vouchers (and supporting
documentation) submitted by a contractor for payment pursuant to the terms of
the contract. ‘This responsibility stems from the fact that the Project Officer
is the AID cofficial who is most completely and currently informed about the
progress, problems, and accomplishments of the contractor. He is thus the
logical U.S. official to acknowledge that the services and/or commoditics
covered by a contractor's vouchers have in fact been satisfactorily delivered.

His approval of such vouchers not only helps assure that AID's interests are




adequately protected in financing specific transactions, but as necessary can
also serve as a useful means of influencing corrective action in the event of

significant deficiencies in a contractor's performance

The administrative approval of vouchers by the Project Officer -- in the form
of prescribed certifications -- is supplementary to the normal U.S. Covernment
requirement for the financial certification of all pavment vouchers by an
authorized U.S. certifying officer (normally the tontroller or a member of his
staft in the AID Mission). It is also additional to such certifications as
may be required from the host country Lontracting Agency -- c.g. as specified
in Sections 3.0.5.4. ¢t seq. in Chapter 1, Handbook 11 -- which vary depending

upon the payment documentation requirements of the contract.

Il for some valid reason the Project Officer feels it necessary to withhold
administrative approval of a contractor's voucher, he should do so only after
consultation with the Mission controller and legal adviror, and where
appropriate with the Mission senior officer most familiar with the project.
The problem should also be reviewed informally with both the Contracting
Agency and the contractor before action to withhold approval is taken. In any
event, the Project Officer's administrative approval should be withheld only
from the item or items in the voucher which are questionable, thus permitting

payment to be wade on the other items of expenditure included in the voucher.

[t should be noted that certain types of vouchers are exempted from the
requirement for administrative approval by the Project Officer. These are
vouchers for payments made pursuant to an AID letter of commitment to a bank
or for payments for the procurement of cquipment and materials. In this
respect, refer to Apendix F ool the Guidebook which includes Circular Telegram

State 280425 of November 2, 1979.

Further gueidance relating to the administrative approval of contractor
vouchers (including variations in the text of the Project Officer's approval
statement applicable to differing circumstances) will be found in Chapter 3H

of Tandbook 19, Financial Management .
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K. Waivers

Under ideal circumstances, the nced tor waivers of AID rules applicable to the
precurement of services or comnmodities should have been anticipated during the
project development cycle, or at the latest during the contract negotiation
and approval process.  Frequently nowever, as a contractor proceeds with its
work Following excecution of 2 host country contract, a waiver ol one or more
AlD rules oy become necessary. 1t should be remembered that waivers are
exceptions to the rules, requiring substantial justification, and are not

granted as a matter of roullne.

Freparing and justifying walver requests where the need arises in the imple-
mentation of & contract 1s an important respunsibility of the Project Officer.
Since at this stape work under the contract may be well under way, prompt

action its required to minimize frustrating and possible costly delays.

The Project Officer is expected to be reasonably familiar with AID's basic
procurement policies in flndbook 1, Supplement B, and with the waiver provi-
stons of Handbook I'l which apply to specific contracting circumstances (such
as waiving competition in the procurement of scrvices pursuant to Chapter 1,
2.4.2, of the same llandbook). lIxperience indicates that most waiver requests
artse from AID's rationality, source, and origin requirements. 'These and
other AID procurement rules, together with their related waiver authorities
and linitations -- applicable tn host country contracts for technical and
professional services, construction services, and commnodities -- are set forth

in the relevant (hapters of Handbook 11.

The Project Officer should also refer to Chapters 1V, V, and VI of this
uidebook and the relevant sections therein which deal with the specific
procurcment rules and waivers by type of contract. As in other aspects of his
monitoring lunctions, the Project Off icer should of course seek the assistance
of other Mission officers (e.g. legal advisor, engineer, commodity specialist,
controlier) in considering the validity of walver requests and in documenting
them properiy. [t is gencrally advisable to clear such requests in every case
with the legal advisor, particularly where interpretation of an AID rule

stemming from o statutory requirement may be necessary.,
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Appendix [, "Waivers In a Nutshell," provides a summary tabulation of basic
waiver authoritics, as well as some helpful hints relating to the preparation

of waiver requests.

The dynamics of project operations overseas {requently necessitate extensions
ot amendments o host country contracts. Action to effect such changes in the
contract requires the agreement of both the Contracting Agency and the

contracter, and generally speaking, the prior approval ot the AID Mission.

Host country contracts should contain a provision specifying the kinds of
amendments requiring AID prior approval. As a minimum, any amendments which
increase the cost of the contract or extend its completion date, however,
should be approved by AlD.  The Project Officer sheuld normally be aware of
the potenticl need to amend or extend any contract he is monitoring, by virtue
of his tamliarity with the circumstances and the status of the work. He
should apprxﬁv Mission management promptly ot this eventuality, particularly
vhere additional contract costs may be likely, or where the completion date
of the contract may require a significant extension affecting the overall

targets of the related project.

He should also review the situation with the Contracting Agency and assist the
latter in determining the validity of proposed extensions or amendments. His
participation in this process should facilitate action by the Mission on such

changes, as and when submitted to AID for approval.

When a Project Officer is considering proposed extensions of a host country
contract, he should check to ensure that the related project's terminal
disbursement date and the terminal dates for requests of letters of
commitment , as well as the project agreement completion date, permit the

financing of the contract extension and the work to be accomplished thereunder.

Where a contractor aierts the Project Orpcer wo the need foran evtension or
amendment , under no circumstances should the contractor be lted to belicve that

AID will approve the changes.  Informal commitments, explicit or implied, to
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this effect must be scrupulously avoided. The contractor should be reminded
that in the first instance approval of the Contracting Agency rust be obtained,
following which the proposed change is to be submitted to AID for its consider-

ation and approval.

Project Officers should be familiar with the provisions in host country con-
tracts relating to change orders and amendments, particularly those requiring
prior AiD approval. In this respect, pleasc note, for exanmple, Handbook 11,
Chapter 1, 4.3.25 and 4.3.26 relating to change orders and amendments ir.
contracts for technical or professional services. Please see also similar

provisions in Chapters 2 and 3 of Handbook 11.

M. Contractor Reports

Hfective monitoring systems demand the timely receipt and analyvsis of
relevant contract status information. Normally, under the provisions of the
Project Agreement (and related P1Ls) and the terms of host country contracts,
both the host country and the contractor are regiired to submit progress,
financial, shipping, and other reports. Copies of these reports should prove
invaluable to Project Officers in monitoring country contracts and in

generally apprising them of the status of the work of contractors.

Maximum use should be made of these reports by the Project Officer as the
basis for his general oversight of the contractor and his performance.
Special or additional reports should be required only where the Project

Officer can justify them for essential monitoring purposcs.

To assure the availability of contractor reports, the Project Officer should
make arrangements with the Contracting Agency or with the contractor to receive
routinely copies of all reports which the contractor is required to submit to
the Contracting Agency.  Upon receipt of each report, the Project Officer
should review the document for its adequacy and responsiveness, jarticularly
Pts relationship to plenned targets or benchmarks and its identification of

potentiat problems likely to impede the work of the contracter.
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Where a contractor's report is seriously delinquent or identifies major prob-
lems, the Project Officer should meet with the Contracting Agency and, if
appropriate, with the contractor to review the situation. Deficiencies should
be frankly discussed ana courses of action to resolve the problems should be

suggested by the Project Officer.

Where the significance of a problem warrants, the Project Officer should record
his concerns in a memorandum to the Contracting Agency, with copies to both the
contractor and the Mission Director. This technique puts the Contracting
Agency and the contractor on notice that AlD considers the matter of some
importance, and expects that appropriate corrective action will be taken

promptly.

Site Visits and Inspections

Among the more productive methods of countract monitoring are periodic visits
by the Project Officer to tne site of the work in progress. In most cases,
and particularly where the contract is of major significance, there is simply
no substitute for personal observation of the work site to cnable the Project
Officer to obtain first-hand Lmpressions of the contractor's progress and to
identify incipient problems which may adversely affect the contractor's

performance uniess remediced.

For reasons noted carlier, site visits by the Project Officer should be
arranged in conjunction with the responsible officials of the Contracting
Agency. lIdeally, the scheduling of such joint inspections should be developed
in advance by the Contracting Agency, and the Project Officer should encourage

and assist it in this effort.

The frequency of site visits obviously depends upon a number of variables,
such as the scepe, complexity, and term of the contract; the urgency of
outstanding issues or problems; the availability of travel funds; and other
demands upon the time of the officials of the Contracting Agency and the
Project Officer.  As a general approach, site visits should be so scheduled as
to coincide with the estimated completion dates of major events or activities

required under the provisions of the contract.
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vormally, the contractor should be notified in advance of a proposed site visit
to minimize unnecessary interruption of the work and to assure the availability
of key stafi familiar with the substantive and technical aspects or the con-
tract. Merely knowing that such site visits are contemplated serves to keep
the contractor "on his toes' and provides additional incentive to meet pro-

jectea targets and deadlines.

There may be instances where the Froject Officer fecls it necessary to make a
site visit, but where a joint Contracting Agency/Project Officer inspection
may not be teasible or desirable.  Under these circumstances, the Project
Giftcer should normally advise the Contracting Agency in advance of his inten-
tion to visit the wora site in order to avoid any appearance of unilateral

monitoring or usurpation of the Contracting Agency's oversight functions.

Whiether aosit visit is conducted joint.y or by the Project Officer unilater-
ally, as scon as possible following cach visit he should prepare a summary
report highlighting bis observations and findings for internal Mission manage-
meit and inforaation purposes. Normally, 4 copy of this report should be made
availubile to the Contracting Agency.  Appendix G provides a sample format for
tse b Troject O icers in preparing a Site Visit Report to meet internal
Mission management needs. This is a duad-purpose format which can be used for
cither a periodic Contract Status or a Site Visit Report, modified or adapted
as necessan to the nature and circumstances of the specitic host country con-

tract{s) being monitored.

(rpies of cuch Site Visit Report should be made available to the Mission

officers concerned and to the contract file maintained by the Project Officer.

.IULLB§W,jSigg{lgunjac}_5§ﬁtus Reports

As required by the Mission Director or as circumstances otherwise dictate, the
Project Officer is responsible for the preparation and submission of periodic
veperts on the fmplementation status of each contract being monitored. 1These
reports should desceribe bricfly the progress achieved by the contractor against

the schedules or benchmarks set forth in the contract, actual versus planned
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expenditures, major problems encountered or anticipated, remedial actions
taken or required to resolve such problems, and the entities (or individuals)

responsible for further action or follow up.

In preparing these reports intended for internal AlD use, the Project Officer
should draw upon Contracting Agency and contractor progress and financial
reports, prior site visits if any, and his own independent analyses and
conclusions.  The primary objective is to provide the Mission Director and
Mission munagement with a trank and objective assessment of the contract's
current status, as well as identifying significant problems and courses of
action nceded to facilitate the timely and cost effective completion of the

contract.

Appendix G provides a sample format for use by Project Officers in preparing
pericdic Contract Status Reports to meet internal Mission wanagement and
information needs.  As noted earlier, this is a dual- purpose format designed
to be used for either periodic contract status or site visit reports. Intended
as a guide only, the format may be modified and adapted as the Project Officer
secs it to reflect the circumstances applicable to the specific host country
contraci{s; being monitored. Copies of each Contract Status keport should be
made available to the Mission officers concerned and to the contract file main-

tained by the Project Officer.

Project Grticer Special Reports

From time to time, special ad hoc reports may be required regarding a host
country contract for purposes of the Congressional Presentation, public
information r‘%uirumanS, A1D management, or for other reasons. It is the
responsibility ot the Project Officer to prepare or to coordinate the prepara-
tion of such reports, and to assure their submission on or before the deadline

prescribed.

Contract Monitoring File

To facilitate his work, the Project Officer should establish and maintain a

file for each host country contract he is monitoring. C(opics of all relevant
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documents (project procurcment plan; contract monitoring plan; related Project
Agreement; project implementation letters; the host country contract; finan-
cial, progress, shipping, and other reports; contract amendments or change ord-

ers; letters; memos; cables; etc.) should be readily accessible in this file.

It should be not.d that the contract monitoring file is in addition to the
official project files which are maintained by the Mission in accordance with
Handbook 3, Chapter L1. The Project Officer should see that copies of all

pertinent documents are also included in the official project files.

The maintenance and accessibility of a vompletely documented, current contract
monitoring file is important for several rcasons. This file (1) serves as a
basic tool for effective contract oversight, (2) facilitates the transfer of
monitoring responsibility from the Project Officer to his successor in event
of the former's reassignment, and (3) provides an invaluable institutional

record of accomplishments and/or problems under the contract.

Where a Project Officer is departing from post during the implementation phase
of a host country contract, he should see to it that his replacement is
thoroughly familiar with the contents of the file, and has a clear conception
of the status of the contract, its progress and its problems. Where the
Project Cificer leaves the pest prior to the arrival of his replacement, he
should assure that the file is current and contains all documents necessary to
permit his replacement to assume prompt menitoring of the contract upon his

arrival.

The Project Officer can also assist the process of strengthening the Agency's
"memory' by submitting a copy of any document in the contract file which he
beliceves reflects either noteworthy development accomplishments or major
problems of a potentially recurring nature to the AlD/W Office of Development

Information and Utilization and to the AID/W Project Officer.
forrespondence

As the AID focal point of contact with the Contracting Agency and the contrac-

tor, the Project Officer will normally be the recipient of letters and memos
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from both, or from other sources, relating to contract implementation and
monitoring. Where a reply to such correspondence is required, the Project
Officer will either respond promptly in writing, or arrange to have the
response prepared by the AID of(icer primarily responsible for the subject
matter concerned. tie should assure that a copy of all such correspondence is
incotporated in the contract monitoring file and the official contract file

maintained at the Mission level.

Briefings and Presentations

Because of his special role, the Project Officer may be required on occasion
to brief AID or other officials about the progress or problems being encoun-
tered in the implementation of specific host country contracts. Such briefings
or presentations may be conducted for the benefit of senior AID officials or
for external groups such as members of Congress, GAO representatives, or the

media.

Dependirn on the complexity of the contract, the Project Officer may wish to
arrange the participation of other Mission officers, such as the senior tech-
nical or development officer most concerned with the related project which the

“contractor is helping to implement.

Disputes and Appeals

Host country contracts normally contain a provision (e.g. Chapter 1, 4.3.27,
of Handbook 11) prescribing the procedure to be followed in the event of a
dispute between the contractor and the Contracting Agency. Resolving such
disputes by ncgotiated settlement between the parties, rather than through

formal arbitation, is of course nighly preferable.

Because of his role and AIL's tecognized interest in the successful completion
of the contract, the Project Officer may be asked, by either or both parties,
to assist in the resolution of disagreements. This may occur even where the
matter does not directly affect AID's rights or obligations, as for example a

dispute over compiiance with technical specifications in the contract. Where




the disagreement does invclve an AID right or rulce, such us the application of
AID's source/origin requirements, the Project Officer can expect to be

consulted as either or poth parties seck a solution.

Under any of these civcumstances, the Project Ofticer should discuss the
matier with the Mission legal advisor and enlist his counsel and assistance.
IF it 1s agreed 't Lis involvement in the dispute would be appropriate or
necessary, he sbould rthen use his good offices to influcnce the parties in
settling the Issue as informally as possible.  In some cases, arranging to
have the legal advisor participate in a discussion of the problem with the
Contracting Agency and the contractor may be the most effective way of

resolving the difficulty.

Serving as an impartial advisor and mediator in disputes is a difficult and
chailenging role. Determining when, how, and with whom to intervene, if at
atl, depends largely upon the nature and gravity of the oroblem, the state of
relations between the Contracting Agency and the contractor, and the judgment
of the Project Officer. The critical consideration is to do whatever is
Feasibie and appropriate to facilitate settlement of the issue without
damaging contractual relationships so that both the Contracting Agency and the

contractor can procecd with the work to be done.

Inforcement and Remedies

e host country Contracting Agency has the primary responsibility for
administering the contract and ensuring that the contractor performs in
accordance with the terms of the contract. In the event of contractor
non-perforance (such as failure to comply with signiticant provisions of the
contract, o serious delinquency in meeting prescribed deadlines), the
Contracting Agency may consider exerclsing its rights to suspend the work or

terninate the contract.

in these difticult circumstances, it is almost incvitable that the Project
Officer will be drawn into the matter. Although he may counsel and assist the
Contracting Agency as it reviews the performance of the contractor and

a3
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considers 1ts options, he should procecd with the utmost caution to avoid
encroaching upon the rights and obligations of either party to the contract
or taking any action which might conceivably risk entangling AID in possible

subsequent litigation.

The guidance in Section T above relating to disputes would appear to be

equally appropriate to unfortunate situations of this nature.

Contract Audits by Host Country

Audits of host country contracts are the responsibility of the host country as
required under the standard provisions of each Project Agreement. This is
particularly important in the case of host country contracts on a cost
reimbursable basis in order to determine final overhead rates (as noted in
Guidebook Chapter IV J2).

The capability of the host country to conduct such audits -- using its own
audit facilities or qualified indepeadent public accountants -- should have

been determined by the Mission in its analysis of the country's management
capabilities during the project development stage. The Mission controller is
responsible for assessing the technical capebility of the lost country in the
Financial area, as desecribed in Chapter 8, Section ASg, of Handbook 19,

rinancial Management.

Working in « lose collaboration with the Mission controller, the Project
Officer should take such steps as are necessar, to see that the host country
meets its responsibility for the conduct of such audits. For follow up
purposes, the Project Of ficer (or controller) should maintain records,
particularly ol cost reimbursable contracts, indicating when contract audits
should he nade and when actually completed.  Where the host country fails to
make or arvange for such audits promptly, the matter should be discussed with
the Contracting Agency.  If after a reasonable period audit action has not
been taken, the Project Officer should report the delinquency to the Misson
Direcior so that he may review the issue with appropriate of ficials of the

host country.
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Where the Mission determines that suitable audit facilities are not available
locally, the Project Officer should make arrangements through the AID Inspector

General for an audit either by AID or by the Defence Contract Audit Agency.

khere an audit report discloses the need for corrective action, as for example
the need to obtain refunds from a contractor for overbilling, the Project
Ofticer should assure that the required action is taken promptly by the
Contracting Agency and that appropriate adjustments are made in the Mission

financial and other records.

Audits and Investigations by U.S.

From time to time, audits or investigations relating to host country contracts
may be undertakhen by representatives of the AID Inspector General, the General
Accounting Oftice, Cororessional Committees or other U.S. Government Agencies.
Where such audits or investigetions involve a host country contract which the

Project Officer i1s monitoring, he must cooperate fully with these officials

and assure cheir ready access to all pertinent documents.

Wheie the Project Officer feels that special circumstances may warrant audit
or investigative action by the AID Inspector General, he should promptly refer
the matter to the Mission irector for his intformation and for such further

action as may be necessary .

The Project Officer also serves as the action ofticer in preparing the Mission
comment s on any resultant audit or investigative report which may be issued.

If the findings or recommendations in such reports appeac justified, he should
then arrange for, and coordinate, appropriate corrective action to be taken by

the Contracting Agency, the AL Mission, or both as required.

Particular attention should be given by the Project Officer to any investiga-
tion which results from a protest by an unsuccessful bidder.  In the first
instance, the Project Officer should promptly inform ail appropriate AID

of ficials, including the Mission or regional legal advisor. In cotlaboration
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with appropriate personnel (e.g., contract officer, enginecr, controller), the
Project Officer should review the protest with the Contracting Agency in order
to ascertain the facts in the case and to arrive at a Mission position on the

merits of the protest.

If the protest has been addressed to the Contracting Agency, i1t should be
acted upon vy the latter in accordance with its procedures established to
handle bid protests or contractor complaints. 1f the protest has been

addressed to A1D, however, a determination needs to be made whether AID's

response should originate from the Mission or from AID Washington.

Depending upon the circumstances, a determination ma, also need to be made by
the Mission whetner to advise the Coniracting Agency to proceed with the award
or suspend it pending disposition of the bid protest. In making a determina-
tion of this kind, a number of factors need to be weighed.  For example, is
the protest an allegation of a substantive or serious nature, such as alleged
favoritism in the bidding or award proccedures? Or is the protest based on a
technical interpretation of the bid specifications?  For another example, what
would be the effect of delaying the related project by suspension of the
award, particularly where the award is of relatively small size and
significance? These and other relevant factors need to be considered as the

Mission reviews the bid protest.

Contract Closcout and Termination

Host country contracts for services provide for their termination under vary -
ing circumstances.  For example, Ciapter [ of Handbook 11 notes the provisions
under which the Contracting Agency may terminate a contract for defaultl or
convenience (Sections 4.3.33 and 4.3.34 respectively ), or under which a con-
tracior may terminate the contract for nen-payment (Section 4.3.35). Similar

provistons will be found in Chapters 2 and 3 of Handbook 11.

fontracts should also be "closed out" in an orderly fashion upon satistactory

completion of the work by the contractor. Final payment to the contractol is
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withheld until the contractor provides evidence that it has met all of its
obligations under the contract and all required certifications (including

acceptance of the work by the Contracting Agency) have been executed.

Under any of these circumstances, 1t is the reponsibility of the Project
Officer 1o assure that termination or closeout ot the contract is promptly
cffected in accordance with the terms of the contract, and that all AlD rights
and obligations have been properly satisfied. A copy ot all relevant
Contracting Agency and contractor certifications should be obtained and filed

in the contract monitoring tile.

Project Lvaluation Summary (PES)

As a corollary of his general responsibilities, the Project Officer is expected
to prepare  or to participate in the preparation of the '"Project tvaluation
Summary' (PES) which assesses the project as a whole. ‘The timing of project
cvaluations requiring a PES 1s keyed to the approved project evaluation
schedule.  Chapter 12, Appendix 12\, of lHandbook 3 provides guidance with

respect to this requirement.

Given the criticual role of contracts in project implementation, meaningful
evaluations obviously must include some discussiun of each contract's
relevance to, and itmpact upon, the related project's purposes and goals. As
the contract monitor, the Project Officer is the logical official to submit a
veneral assessment of the quality and effectiveness of the contractor's work,

for incorporatien in the overall PES.
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UNITED STATES INTTCRNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON DC 20523

September 17, 1981

THE ADMINISTRATOR

MEMORANDUM FOR THE EXECUTIVE STAFF, AID/W AND OVERSEAS

SUBJECT: A.I.D. Local National Employees

The immediate reason for this memorandum is to call to vour
attention a new amenédment to Handbook 31 (See attached Handbook
Transmittal Memorandum) concerning the roie of local national
emplovess in A.I.D. Missions and offices. It is nct my in-

tention to write a perzonal transmittal message for every change
in our Handbooks but it seeans to me important to take this
occas{on to make a clear cstatement on the professional role of
local national caployees, as well as certain real limitations on
that role.

Local national emplovees are an invaluzable zsset to A.I.D.'s
orveraticns around the world. They bring to their work not only
expertice in thoir zarcicular fields but 2iso citen a deeper
understanaing of 1oczal language and culiture than U.S. citizen
employecs are likely to ucqni_n during their time at a pvarti-
cular pozt. Zach of vou has, I'm sure, dealt with and relied
upon lﬂulvlhtfl local national emslovees whose contribuktion to
our work 1in develoomnsnt haz been extracrdinary. It must be the
policy of this Agency, within thie limitations indicated below,
to maximize the contribution of local national emplovees to our
program and to enhance their sense of professional achievenent

and dignity.

There are certain real limitations built into our personnel
system concern'nc loczl nationz]l employees which it is not my
purpose to modify at the oresent time. First, of course, as a
constitutent =lement of the ULS. country team, A.I.D. must abide
by certain securitv reguirements. 2s Handbook 31 points out,
local national e¢omp
.
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. ' loczl ~mnleoyeecs may not be

9 : clision maxking on nolicy issues
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supervision orf U.%, citizens. Finally, pay scales for local
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Though the above limitations and differences exist, sensible
interpretation of them may be crucial to the effectiveness of
A.I.D. Missions around the world. They are not intended to
prevent canable local employees from performing many functions
which they can and chould perform (which they, in fact, already
do perform on an informal basis in many Missions) and for which
thny should recoive approoriate rﬂcognition. For example, many
Missions around the world have for years, on an informal basis,
utilized casable lozal national employees as project managers or
coordinators within their areas of competence. Such employees
are often fully capatble of carrying out such functions as csite
ingpections, reviews of project schedules, training, and other
communications with lccal counterpart officials, and admini-

ch
o
n

strative review of vouchers OfOVLdnd that these activities are
carrioc out undor the pervlglon cf a division cnief cr other
responsinle .S, Citiz n employee., Similar responsibilities may
be entrusztcd to lozal national employees 'n Miszion proaram,
administrative, engineering and controller offices among others.
It is the supervisor, howevar, who must retain decision making
power on policy issuecs and power of final approval of signi-
ficant p.oject actions.

are 1t quite clear that the prohibition on "repre-
local national emplovees does not extend to normal
¢ technical contacts with officials of *he coopera-
2L, nornm nral or wrl*ton communication with
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nd host country officials on unclassified
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t the present time to modify the rule
against regular cupervision of U.S. citizen employees by local
nationzl employecs though the Agency will be giring further
thought to this patter. Meanwnile, however, the existing rule
should not Lo woodenly interpreted so as to probisit a local
national ' azer, for 2xample, from calling meetings
involving U. ttizen enplovees or otherwicse coordinating
functiorz or tiv:itizs for which he or she has responsibility.
In addition, if & Mircion oirector or Division Chief finds that
supervicion of 21 intern bv a locz2l national enployee for a
givea pericd would Do in the best interest of the Mission and of
the intern, cuch arrangements should certainly be establicshed.

It is nct mv intention a

"

Finally, in addition to encouraging local national employeas to
assume responsinlility which corresponds with their professional
capacity, we should do more to provide some wmoasure of formal
recognition of the functions which leccal national employees in
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fact ce-ry out. For example, Missions are encouraged, notwith-
standi: g the official title of the position occupied by a local
national employeo for the pursoses of our personnel register, to
allow the use of titles on office doors, businecs cards, ctc.
which are meaningful within the local culture and which are
helpful o lccal national enplovees by providing status which
will allow them to deal effec:zvbl” with thelr countervarts, and
perhaps, in the future, to scek employment elsewhere, if they so
wish,
The scope of functicns ocutlined above for local naticnal em-
ployeces Iz also ecnrosriate for ALILD. personal service con-
tractors nlired cdirecolw by 2.7.D., including local national and
third councry nocioniis. 1t Goos not apply to host country-
coriracted bersonal Zorvice contraccors who, though they may be
AJI.D.-fundesd, are legally rccoonsible to the cocperating
government and In that capacity, mzy not function as employecs
of an A,I.D. Miscion,
As indiczted above, many of the suggecstionc contained in this
message are alreacy D2ing implemented on & informal basis. What
I want to s2e now iz zn effcrt on the mart of all A.I.D.
fissions and Officas to make these arrangements vart of official
policy f{cr the sake both ¢f the cfficiency of the Agency and of
the sense of personal achievement and professional satisfaction
of cur lccal rational emplovecs,

}/z)w 1] 7A

M. Peter HcPhérson

Attachment:

Handbook

Transmittal Memorandum
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HANCSOOK TRARSMITTAL MEMORAKCUM

MATERTAL TRANSMITTED -- Handbook Circular, HB 31, Foreign National Personnel

Pending thc issuanca of revisions to 3 FAM 222.4e, 926.2c¢(1) and (2), a Handbook

31 Circular, Pecponcibilitics of AID Forzien Service Natienal Ermployees, is issued

to clarify ard elaborate vpon AID's policy regarding the role of Foreign Service
Naticnel employees, as well as locel and third country national direct personal

serylice cortractors.

The attached Circular should be filed with HB 31 pending the issuance of the

FAM C22.4e, 926.2¢(1) and (2).

(@]

revisions to
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AID HANDEOCY CIRCULAR - HB 31

4T ~

Responsibilities of AID Forcian

Service Naticnal Emslovees

Pencding the issuance of revisions to 3 FAM 922, d4e,
following rhould be made available to all AID per

1. New material wnich will
current 3 FiM GZ2.5¢:

Notwithstanding the zbove, it is

026.

2c(l) and (2), the
sonnel overse

be issued to follew immcdiately after the

the policy

of ATD tc encourage local national employees
to assum2 as much prmfeﬁsional responsicility
> of nandling end, ”ithin

as they are cape
the constraints - bl

wory in an atmospher T full ¢
equality with U.S. <i e:p;nyeeg.
local national erpleyees mav

vision of 2 division 2 £
U.S. citizen e

' o
J ©

managers or conrzinctors for
ar A
n

) (_T
bt
B

L
-0
[

-r;, 5
(]

within his or her
capacity, a locel
site incpoctions,
other, teonr ezl ;rwjuc: r‘l
parc offL-.Jl: ane aondunt adm
of vouchers, CS.nilar respons
assumed by locnl natioral emn
mission divizions incluling

office, controller, eboe, s”r,e;, o)

HZLENCE,
loyee mo

(.\.AH

supervision ty division chiels or oblhe
hire perconnzl.  In carrving cut those
local national erzlcvoes mav ney te ol
position cf g finmal decicionz on
official representstion of <ne .S, Gn
(including signin: af Imclenznsation
supervicien, en a regular btoiie, of U.S

employecs. They 2150 may nnt be desi

contracting ~ilic

XS,

This zuidunce is cqually applinarie v
third courtry natienal direct coarsonn
contractors. IL ves not apply to ho
persancl servite conlractors Wi, feo
responsitility ©o tne conperating pov
not funclion os erpliovees of an AID

2. Parggropns 2 FaM 025
follows:

.2c(l) and (2) are

ined In Section 92
rolfessicn

, under the
Or CLVEr respons
esignaced as p.ﬁjecu
cific project

W - D

2
e
v

Lo

F or example,

Super-

ible

In such

ﬂt ;cuaculiwz
.

© ennduct,

and

ar_,

r'\_-r.\.\..

-4
rative

revieds

may be

in cther

Y, proaram
sLroprizte
U.S. direct-
unctions

in th
matters,

Toment
wars) or
citizen

griated as

ncal and
service

[}

[

‘qu—y

nt legal

roment, may
ss1on,

being revised to read as
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(1) Services Which Mav Be rerformed Under PSC

Custodisl, hcusekee;ing, maintenznee, ransportstion,
and other oervice-type cotivitics requiring skilled
unskilled liter; ~7~h pro: e“viox: , subprofessionzl,
: ted to the conduct
g wizhin thes nost
country M:nlgtrLes, al
n

nd micsicn nictrative activities
which do rot involve ¢

ne elemcats indicated in (2), below.

(2) 3ervices ¥hich Yav Mot Bz Poriormed Under PSC

Services whicn involve clacsified matericzl, policy
formulztion, nrei-em planning, rc“rEMCLVthon, or
supervisim of u‘.eog—hlre emplioy2es of the U.S.

Goverrment
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APPENDIX B

ASSESSMENT OF HOST (UUNTRY PROCUREMENT CAPABILITIES

Section C, Chapter 1I, of the Guidebook stresses the essentiality of a real-
istic Mission assessment of the procurement capabilities of the proposed host
country Contracting Agency. To assist Project Officers in making such assess-

ments, the following basic questions should be explored:

A. Where AID has had prior expericnce with the Contracting Agency:

e Was the performance of the Contracting Agency considered -atisfactory
enough to warrant continued contracting under AID standards?

e If not, were the deficiencies noted susceptible of remedy or correction
through further Mission assistance which, 1f provided, would justify
additional contracting by the same Agency? and

e Does the Mission have the resources or can they bc otherwise made
available to provide such additional assistance?

B. Where AID has had no prior experience with the Contracting Agency:

e Is contracting for services or commodities a regular and continuing
function of the Contracting Agency? 1f not, is the procurement to be
undertaken likely to be a limited or 1soldted experience with little or no
institutional benefit warranting use of the host countty contracting mode?

o Does the Agency have a technically qualified procurement staff capable of
soliciting competition, evaluating and selecting contractors? Capable of
negotiating, awarding, administering, and monitoring contracts?

o Are the Agency's bidding, evaluation, and award systems fair and
defensible?

e Is the Agency cxperienced in international competitive bidding? Is it
familiar with cost rcimbursement and time-rate contracts? Contracting for
professional and technical services? Does it have sound procedures for
dealing with bid protests?

o [s the Agency's general reputation favorable? Does its record indicate
that it functions with reasonable efficiency and responsiveness to
schedules and deadlines?

e Does the Agency have a disputes and claims settlement process which is
considered fair and equitable? Docs it have adequate legal counsel
available to it?




b=

Noes the Agency have adequate authority to negotiate and award contracts,
approve contractor vouchers, pay contractors promptly, amend contracts,
etc. without requiring the approval of other host country entities? If
not, are such external approval requirements likely to delay or complicate
the contracting process excessively?

Are there local laws, regulations, or practices governing host country
procurement which are significantly inconsistent with AIDL rules or which
are likely to hamper seriously the procurement process? If so, how
specifically can these be reconciled or dealt with?

Are there any impediments -- legal, cultural, administrative, or other --
which may make 10 difficult for U.S. firms to compete?

Are qualified audit facilities available to the Contracting Agency to
assure that contracts are properly audited as required?

What demands are Pikely to be made on AID Mission statf to instruct the
Contracting Agency concerning AlD procurement rules and procedures, and to
provide guidance and assistance to it during the contracting process?

Does the Mission have the staff resources to meet such demands?
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COPY
UNCLASSIFIED OUTGOINE
- TELEGRAR
DEPARTHENT OF STATE ELEGRAM
Page 01 State 061620 5491 State 061620
Info. O0CT-01  MED-03 L-03 AF-08 ARA-10 EA-09 EUR-12
NEA-10  IGA-02  SP-02 A-01 SCSE-80 SCA-OT 032 R
DRAFTED BY SER/CHM: HLDWELLEY: PNH _ R 1909372 MAR 77
APPROVED BY SER/CM: HLDWELLEY FM SECSTATE WASH DC
A-DAA/SEP:  SCTHOPNBURG DRAFT TO AID PRIN POSTSV
M/MED: GSROSE (DRAFT)
M/MED: WMWATSON, M.D., (DRAFT) UNCLAS STATE 061620
M/MED: ERHIGGS (DRAFT)
M/MED: EHOUSTIN, M.D., (DRAFT) AIDAC
L/M: TIRAMSEY (DRAFT)
M/MED:  SZWEIFEL, M.D., (DRAFT) E.C. 11652: N/A

L/M:  GMALMBORG, (DRAFT)

L/M:  HSBURMAN, (DRAFT)

AFR/EMS: J EMPER (DRAFT)

SER/PM/PS:  GSLIFRINMNFO -----mmcemmimccenae 1917523 011058 /42

SUBJECT: AVAILABILIWY OF EMBASSY HEALTH ROOM FACILITIES AND MEDICAL SERVICES:

1.

. STATE HAS DETERMINED THAT U.S. CITIZEN EMPLOYEES AND THEIR ELIGIBLE U.S.

HOST COUNTRY CONTRACTS

STATE AND AID HAVE AGAIN JOINTLY REVIEWED THE QUESTION OF ACCESS TO EMBASSY
HEALTH ROOM FACILITIES AND MEDICAL SERVICES BY U.S. CITIZEN EMPLOYEES UNDER
CONTRACTS FINANCED BY AID BUT EXECUTED WITH A HOST GOVERNMENT GR INSTITUTION.
OUR REVIEW HAS TAKEN INTO ACCOUNT:

e AID'S NEW POLICY PREFERRING HOST COUNTRY CONTRACTS TO CARRY OUT
ASSISTANC™ PROGRAMS.

o INCREASED ,.SSISTANCE TO THE RELATIVELY LEAST DEVELOPED COUNTRIES
DELIVERED IN LOCATIONS WHERE PRIVATE MEDICAL SERVICES ARE SOMETIMES
VERY INADEQUATE OR TOTALLY LACKING.

o RECENT LEGISLATIVE AND OTHER CHANGES.

CITIZEN DEPENDENTS UNDER AID-FINANCED HOST COUNTRY CONTRACTS MAY HAVE ACCESS
TO EMBASSY HEALTH ROOMS AND MEDICAL SERVICES UPON APPROVAL OF THE AMBASSADOR
OR OTHER PRINCIPAL REPRESENTATIVE OF THE U.S. IN THE AREA ON A POST-BY-POST
BASIS.  THIS APPROVAL WILL BE EFFECTIVE FOR THE EMPLOYEE INCLUDING ELIGIBLE
DEPEHDINTS FOR THE TeRM OF PERFORMANCE OF The EMPLOYEE'S CONTRACT AT THE POST
WHERE ORTGINALLY APPROVED.

IN MAKING THE DETERMINATION FOR APPROVAL/DISAPPROVAL OF SUCH ACCESS THE
AMBASSADOR OR OTHLR PRINCIPAL REPRESENTATIVE SHOULD CONSIDER:

o THE AVAILABILITY OF PRIVATE MEDICAL FACILITIES AND SERVICES IN THE AREA.

|
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APPENDIX D

MANDATORY CONTRACT PROVISIONS

The following provisions are required in AID-financed contracts because of United
States Covermment statutes or AID regulations. Not all of the provisions pertain
to every contract. For example, the regulations concerning marking and cargo
proference are not normally applicable to a contract for professional or
technical services. Similarly, the provision concerning vesting of title and
diversion rights would normally be used only in contracts for materials and

equipment.

Each provision refers to the applicable references in Chapters 1, 2, and 3 of
Handbook 11.

1. Legal Effect of AID Approvals and Decisions

This clause provides that AID's rights of prior approval of a host country
contract do not make AID a party to the contract, and that by the exercise of
these rights AID does not incur any liability to the parties to the contract.
This clause must be incorporated verbatim in each AID-financed contract.
(Chapter 1, 5.11; Chapcer 2, Attachment 2S, Clause 73; Chapter 3, Attachment
3N, Clause 5)

2. Nationality, Source, and Cargo Preference

The rules on nationality and source pertaining to professional and technical
services contracts are set forth in Chapter 1, 2.6 and 5.22. For constructicn
contracts the rules on nationality, source, and cargo preference are provided
in Chapter 2, 2.5 and in Clause 74 of Attachment 2S. Similar information with
regard to contracts for equipment and materials will be found in Chapter 3,
2.6; 2.7; and Clause 10 of Attachment 3N. In view of the complexities
involved, the wording of the latter clause is recommended verbatim for

inclusion in all contracts for AID-financed equipment and materials.




The restrictions on nationality do not apply to employees of contractors or
subcontractors, with the exception that all such employees must be citizens of
countrizes included in AID Geographic Code 935 or be non-United States citizens

lawtully admicted to permanent residence in the United States.

The statutory cargo preference requirements are enforced on a prcject basis,
and not a contract basis. Thus, a host country is required to determine that
at least 50 percent of all tonnage used in a given project (including at least
50 percent of gross freight revenues in the case of dry cargo liners) is
shipped on United States bottoms. The tonnage can be divided at the

discretion of the host country according to contracts implementing the project.
Handbook 15, Chapter 7, also discusses cargo preference requirements,
including the procedures to be followed in the event of non-availability of

U.5. shipping.

United States Air Carrier Travel and Transportation

United States flag air carriers must be used for all travel and air transporta-
tion authorized in grant funded contracts, unless such service is noc avail-
able. When United States flag air carriers are not available, any Code 935
tlag air carrier may be used. Verbatim wording concerning the unavailability
of United States flag air carriers has been prescribed for each -ontract.

5

(Chapter 1, 5.23B(1); Chapter 2 Attachment 25, Clause 76; Chapter 3, Attachment

3N, Clause 11.)

There is no statutory requirement for use of United States flag air carriers
under loan-tfinanced contracts. The restrictions governing the use of
non-United States flag air carriers for such contracts are found in Chapter 1,
Z.12.4b; Chapter 2, 2.5.6b(3); ard Chapter 3, 2.6.4.3c.

Workmen's Conspensation

fach host Zouncrv contract firanced by means of an AID grant. or the Economic
support fund formeriy referved to as Security Supporting Assistance) must
provide for werkmen's compensation as required by che Defense Base Act, 42 USC

1551.
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Blanket waivers have been obtained for local employees and third country
nationals in most countries where AID conducts operations. (Chapter 1, 4.3.41;
Chapter 2, 4.7.2.2e(11; Chapter 3, 4.1.0.222). A condition imosed hy these
blanket waivers is that the employees in question be provided workmen's

compensation coverage as required by lecal law and custom.

For persons who are hired in the United States or who are citizens of the
United States, waivers of the provisions of the Defense Base Act cannot be
obtained under any circumstances. The Project Officer may obtain information
concerning availability and cost of coverage of Defense Base Act insurance
requirements from SER/CM/FSR, AID/Washington.

Bunployees hired under contracts financed by AID loans other than from the
Economic Support Fund must be covered by other adequate workmen's
compensation, equivalent to the coverage required by law or custom in the
location where the contractor's employees are performing services. (Chapter

-

1, 4.5.41e; Chapter 2, 4.7.2.2¢¢2): Chapter 3, 4.1.6,27b).

Contractor's or Supplier's Certificate

Each contract must contain a clause providing for the submission by the
contractor, with each request for payment of a certificate prescribed by AID.
For protessional and technical services contracts and for construction
contracts the certificate is known as Form 1440-3, "Contractor' Certificate
and Agreement with the Agency for International Development Contractor's
Invoice and Contract Abstract." For contracts for equipment and materials the
certificate is known as Form 1450-4, "Supplier's Certificate and Agreement

with AID for Project Commodities/Invoice and Contract Abstract.'

Through these forms the contractor or supplier certifies that he has complied
with the temms of the contract, and he makes specific representations with
regard to the nationality of services and source of commodities, price,
payments, and commissions. These forms also include the commitment »f the
contractor to mailntain pertinent business records for a period of three years
following che Jarve of nayment, and concedes to AID the right of audit of those

records. (Chapter 1, 2.12.3; Chapter 2, 2.11.3; Chapter 3, 2.14.)




2.

Aarking

This clause applies only to contracts for construction services and for the
procurement of equipment and materials. [t is mandatory pursuant to a
statutory requirement that job sites and commodities be identified to show
thiat tne source of £inancing 1s tne AlD program.

It marking 15 impractical, this requiremerc may be waived by the Regional
Assistant Adminuserator. it the Mission Director finds that marking would
produce an adverse local reaccion, he may waive the requir ment. (Chapter 2,

Attachment 25, Clause 735 Chapter 3, Attachment 3N, Clause 16)

Host Country Taxes

[he eeemprion of AID funds and AID funded commodities and services from host
country taxes 13 generally set forth in the bilateral agreement between AID
and the host country. Each host country contract must contain a provision
which s coisistent with this exemption.  (Chapter 1, 5.20; Chapter 2,
Attachinent 5, Clause 725 Chapter 3, Attachment 3N, Clause 9)

Y

Squal dpportunity

it emplovees are to be recruited or employed in the United States by a profes-
sional or rechnlcal services contractor, a clause must be included in the
contract which provides rhat the contractor will not discriminate because of
race, <olov, religlon, sex, or natioral origin in the recruitment or employment
5L such personnel. +iZhaprer 1, 5.39)  In addition a £imm incorporated or
tezallv orpanized in the HUnited states must certify prior to the award of a
contract for processional or technical services that it is in compliance with

Lnooeduad emplovment cpportunicy obligations under Executive Order 11246.

where the bllder ©or a conscruction services contract is incorporated or

Lege 1Ty orynnizeu in the Jnited States, it must inciude a certificatien in its
render, which !5 included in the [F3, to the effect that the bidder is in
compliance wiri 1is cqual opportunity oblizarions under Sxecutive Order

LE2doo (Cheprer I, A\ttachment JK)  Pircher reference to equal opportunity in

the Condicions or Particular Application is not required.
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Each United states fimm supplving AID-f inanced cquipment or materials must
include in its contract a clause to the effect that it practices non-
discrimination in its hiring policie in the United States, and that it
complies with 1ts equal emplovment opportunity obiigations under FExecutive
Ovder UlZ4o. (0l ase 29, Attachment 3N, Charter 3. )

Vesting of Ticle and Diversion Richts

This clause, which 1s spplicable only to contracts for equipment and
materials, permits AID to take title to undelivered commodities and to direct

carriers to Jdeliver them to alternate destinations. (Chapter 3, Attachment 3N,

Clause 30).
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APPENDIX E
WAIVERS IN A NUTSHELL

Of all the operational documents which we prepare in A.1.D., none is more simple

to do properly than a waiver. But in practice waivers seem to cause nore

problems, more rtewrites and more frustration than practically any other

document.  Remember that waivers are exceptions to the rules and that they

require sound justification. ‘They are not routinely granted.

1.

ro

Tell the addressee what rule he or she is being asked to waive and describe
the transaction in question. For example, 'you arc being asked to walve
source/origin requirenents for the purchase ot $40,000 dollars worth of Arabic
text books which are not available in the United States or the cooperating
country.' Or "you arc being asked to waive the requirements for competition
in the procurement of technical services in the amount of $75,000."

Cite the handbook provision or delegation of authority under which the
official in question 1s cmpowered to grant the waiver. For example, "you are
authorized (o walve source and origin for the procurement of commodities
pursuant to Handbook T Supplement B Section 5b4¢(2) tor individual
transactions up to $250.006." It you have aifficulty finding your way through
delegations of authority or handbooks on these subjects, GC or your regional
legal advisor will help.

Tell the addressee which of the criteria for waivers you are relying on in
making your request and quote tie relevant language. The handbooks indicate,
in cach casc, several criteria which may justify a waiver. You may use more
than one but tell the addressce which criteria you are relying on and even
better quote the language from the handbook or delegation. For example, '"you
are authorized o walve geographic ¢ligibility if "the commodity is not
available from countries included in the authorized geographic code.'" Placing
this Tanguage before the responsible official will be a great help to him or
her.  Unfortunately, however, this is where about 50% of the waivers stop.
There is one more vital step.

Explain how your factual situation fits within the criterion you have
selected.  You cannot simply say, for example, that a particular waiver is
"ecritical to the success of project objectives." You have to say why! What
will happen in the implementation of the project if the requested waiver is
not granted?  Be detailed and specific.  For example, '"because funding under
the existing contract has been exhausted, {ailure to grant this waiver will
require the contractor presently on the job to demobilize with a resulting six
month delay in project implementation." If the waiver is requested because of
"tmpelling political considerations” describe those political considerations.
A backup cable from the Missions or a memorandum from the State desk should be
attached 1t possible. If you want a waiver of source, origin or nationality
on the ground that the item is not available from the authorized geographic




code don't just say that it is not available. Explain what you have done to
reach that conciusion, e.g. despite advertising, no U.S. suppliers have
offered eligible items or review of this request with SER/COM indicates that
this problem has arisen in many previous cases und that widgets are not
mantf actured o the United States.

Remenber, no matter how much cond idence the addressee ob your waiver request
mayv have inovour judpment or thoroughness, he or she needs an adequate record
in vour memorandun to defemd their decision. Cover the tour ftems tisted
above amd they "HE have 1.

To help vou further in processing walver requests, please note attached
samples.

Please see the accompanying Table for a summarizatior of waiver authorities.
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SAMPLL
ACTION MBMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR, NE T

FROM: NE/TECH, Lewis P. Reade

Problem: A waiver of competition in the procurement of goods and services is
requested under the Central lunisia Development Project (664-0312) to permit the
procurencnt of four (4) agricultural rescarch items of a combined approximate
value of $100,000 (0.S.) from West German and Austrian manufacturers for the
Dryland Farming Systems Research subproject (664-0312.2).

Discussion: Oregon State University (0SU) requires tfour agricultural resecarch
items Lo carry out its host country contract with the Government of lTunisia
(QOT). Each item is described in the GOT-0SU contract and is necessary {or the
successtul implementation of the Subproject. These include the Following:

(1) o Ojyord cone-type plot sceders - 2-10 rows cquipped with double dish
openers and press wheels, 3-point attachment -- approximatcly $17,000 each,
manufactured by Wintersteiger in Austria;

(2) One Hege-type plot combine, - self-propelled 4-5 foot (1.5 m) --
approximately $25,000, produced by lege in West Germany ;

(3) One plot combine harvester - 4-5 foot (140 cm - 150 cm) liege-type --
approximately $37,000, manufactured by Rautenschlein in West Germany .

Although competitive procurement was anticipated [or these items, solicitations
by OSU, including an unsuccessful invitation {or bids, disclosed that these items
were available only from the above-listed Austrian and West German manufac-
turers. AIDA's own inquiries, conducted through SER/QOM, revealed a list of
U.S. suppliers which manufacture cquipment similar, but not identical, to that
requested by 0SU. 0OSU's inquiries or these suppliers revealed that the U.S.
equipment was not suitable for the conditions of this project in funisia.

Pursuant to AID, HBI, Supp. B, 12Cdc, competition in the procurement of goods and
services may be waived and a single-source negotiated contract siilior:-od by you

in consultation with the AA/SIR, i the value of the procuremert does nol exceed

$500,000.

Under AID, HBI, Supp. B, 12Cdc(1) (3), (incorporating 12C4c(l) (¢), a waiver of
competition for the procurement of these items is justified because special
design or operutional requirements require a product available from only one
SOUrce.

Recommendation:  That you waive competition in the procurement of the above
described goods and authorize single source negotiated contracts ther- for,
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SAMPLE
ACTION MIMORANDUM FOR ‘THE ACTING ASSISTANT ADMINISTRATOR, NL

FROM:  NE/TECH, lewis P. Reaae

Problem: A source/origin waiver is requested under the Central unisia
Development Project (664-0312) to permit the procurement of Cour (4) agricultural
research items of a combined approximate value of $100,060 {(U.S.) Trom West
German and Austrian manufacturers lor the Drylund Tarming Svstems Research
subproject {06d-0312..0)

Piscussion: Oregon State University (0SU) requires |our agricultural rescarch
Flems 1o carry oGt its host country contract with the Gove rnment ol Tunisia
(COT). These are two Ojyerd cone-type plot seeders Capproximately $17,000 cach),
one tege-type plot combine (approximately $25,000) and one lkege-type plot combine
harvester (approximately $37,000), the specifications for which are described in
the CO0T-050 contract.  Lach rescarch item is necessary for the successful
fmplementation of sub Subproject.

Al though procurcment of these items was articipated trom U.S. manufacturers,
sobicitiations by OSU, including an unsuccesstul invitation Lor bids, disclosed
that these iiems were availablo oaly from Austrian and West German sourgc
AIDAR'S owir inquirices, conducted thlouuh SER/COM, revealed a list of U.S.
suppliers vh1<h manul acture <qu1pmont similar, but not identical, to that
requested by OSU. 0SU's inquities of these sn;] liers revealed (}hx[ the U.S.
Cquipment wis nn! suitable for the conditions of this project in Tunisia.

Awatver in this case is permitted wuder ALl 0. HBBT, oupp B, 5B4b2, because the
commodi ties are not d\dlldblP From countries included in the aulh011hcd
geograpitic code. the authority to waive tl.(‘ source and origin requirements foi
(lllr procurcient was delegated to you to A T.h. Delegation (M Authority 40. The
estimated cost of che procurement ; $100,000 (lJ Sy does not exceed yout
authority of $500,000.

Recemmendation: That you find that exclusion of procurement. I'rom Free World
countries other thon the ¢ ooperating countey and countries included in Code 941
would seriously impede attainment of U.S. foreign policy objectives end
objectives of the forcign assistance program, that you waive existing source/
origin requirements for this procurement, and that you authorize procurement from
Code 849 source and origin.
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Clearances:

GC/NED
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NEADP B,

nEONENAGD O

SERGOMsNE:

DAASSER: .

brafter: GC/NE:

Kessler

Approve:

Disapprove:

Date:

Date

Taubenblatt
Langmaid

Date_

Date

Phippard

" Late

T. looper

Date
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ALD WAIVER AUTHORITIES
HOST COUATRY CONTRACTS

WAIVER

HAKLCBOOK 1B

HANDBOOK 11

HANDBOOK 15

ABURTION LQUIPMENT AND SERVICES

Haiver of pulicies governing procurcaent of sbortion equipaznt/
coitodities and direct support/prunotion of aburtion.

Watyer of pelor ap,roval i ALD/H for procurenent of specific
agrteultura]l commeaities:  wheat, rice, corn, suybeans, sorghums,
tlour. sieal, beons, Leas, tobauco, hides, cotton, vegetable oils,
anhial cids, and fats.

Halver of prior approval In AID/W w/respect Lo parity of agricultural
Colirodily Lo ue procured.

Sy, 304d

Walver anly by President
uider FAA Sec. 514(a)

see, ALha(l)
Project Assist.: AA wilh

program responsibility in
consuitation w/FFP & GC.

Sec. 4(i](1@l

Haiver only by President
under FAA Sec. 614{a).

ADYANCES

Waiver to conditions aulhorizing advance and progress payments.

Sec. 1562, 1503

Geographic AA.

--exceptl waiver of
Treasury Circ. 1075
to be submitted through
ATO/H controller

ADVLRTISING

Requirement to publicize in the Commerce Business Daily and an AID
publication
See “Couvperating Country Contracts”

AL A i
Hatver . prior approval (and retroactive approval in appropriate
Cases) of charter requirenents.

AIR TRASSPURTATION - Code 941 authoriced source but Financing limited

ta U.S and Cooperating Country air carriers:

wilver of limit to authorize use of air carriers in any Code 941
country.

Sec. 7E4

Haiver by SER/COM

S 1€

- 704

vatver by AB/SER with
appropriate Geographic

Bureau.

i
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WAIVER

AR TRANSPORTATION  tode Y31 dguthorized source bul financing Tunited
to U.S. and Cooperating Cuuntry air carriers:

watver of limit Lo aulhurize use uf Code 899 air carriers when
.S, Couperating Country and Cude 941 air casriers nol available.

AR TRANSPORTATION - Code 0UC suthorized source for guods and services

Watver to eulharize procurenent in:

i. Cooperating Country, when U.5. carviers unavailable, or
d.oAny Code Y41 country, ur
3. Any Uode 893 countay

CARRIERS - Eltgibilitly of Cosmodity Deterwined By Insligibilily of
Carricr

Hatver of rule prohibiting rinancing of coumodities because of carrier
un whitih conmodity shipped.

UHANHDBOUK 15

CHARTLES (OCEAN AND ALK)
Walver of prior approval (and retroactive approvael in appropriate
cases) of ocean charter requirements.

LUMMLAGL FHG

Hatver of cunwingling rules.

AA 1n consultation w/GC to
determine if AID projects
assist "bloc projects.®
Adwinistrator Lo determine
if assisting“bloc!
projects” contrary to best
interests of United States

HANGEBOUE 18 HAKDBOOY.

KL

FooUp tu $250,0U00-5ER/COM
w/besyraphic burvau

2. $250-3500,000- \A/SER
w/Geoyraphic Bureau

3. Gver $LOG,000-
Adwinistrator

be . fLA

tooUp o $250,000-SER/COM
w/Gecyraphic bureau

2. 3250-$500,G00-AA/SER
vi/beugraphic Bureau

3. Over $5060,000 -
Adininistroator

Sed. 3td{a)

Priject Assist.: HWaiver

by AA w/program responsi-

bilily in consultation

w/GC.

Sec. 7t4

Haiver by SER/CCH

Sec. b Chap. 1, Sec. 2.6.5.

(Prof. Services): Adamin-
istrator on recommendatios
of AID Mission and Ameri-
can Enbassy.

Chap. 2, Sec. 2.5.7

2

(Const.) Administrator on
recunssendation of AID
Mission and American
Eobassy

8-3



AL WAIVER AUTHORITIES

HOST L0

HIRY CONTRACTS

WATVER

HANBBOON 1B

HANDBOOGK 1

HAHDBOOK 15

Ceton T LLEGIULTY LTIt

Wal.er

Uie Toliowing calegories:  abortion equivwent and services, agricultura
Cotnc b1 ETes, voimodities ineligible beciduse of carvier or marineg in-
suvanye policy, gawbiing equipment, law entorcement support coimcdities
and services, lusury guods, sotor vehicles, pesticides, pharmdceuticals
rutes conporeting chemfoals and plasticizers, used equipment, and
vealher soditicalion equipient . these commodities, see specific
walser bolley Jiuted

fur
in this chart.

CURTIALEUR Y CERTIFIEATE

Ralver of

Cequirenient for contractor's certificate.

COUILRAT ING. COUMKY CUNTRACTS
Advertising of IFl's and RFP's

Haiver ot notice of publication of 1FB or RFP in Commerce Business Daily

379

Sec.

AA w/proyrai
respunsibility

Sec. 801

AA/SER with concurrence
of GC

Sec. 1204b

Regional AA, gualified
waiver

USAID Directors for con-
tracts less than $500,000
estimated value, if
éathority redelegated

COOPERATING COURTRY COHMTRACTS

Chap. 1, Sec. 2.5.3

Regional AA

USAID Directors for
contracts less than
$500,000 estiwated value,
if authority rezdelegated

Sec. 2.4.2

Regrunal AA

Chap. 3, Sec. 2.
legional AA

3.2

Sec. 12C4a Professional & Technical
Services
Waiver of competition--negotiation with a single source.
Chap. 1, Sec. 2.4.2
Lonstruction
Chap™ 2, Sec. 2.1.3
Equip. & Materials
Chap. 3, Sec. 2.2.5
it Sec. 7G4

ULAD FREIGHT

Watver of rule prohibiting financing of transportation costs
attributable to dead freight.

SLR/COM in consultation
wih GC

3

6..



ALD WAIVER AUTHORITIES
HOST COUNTRY CONTRACTS

NAIVER

HANLBOOK 1B

HANDBOOK 11

HANDBOOK 15

LEL 1Y

CRY SERVICES

- THUAND TRANSPURTATION- DESPATOI AND DETIURRAGE

Watver of rule prolibiting Financling dedtvery costs beyond point ot
cntre and ule egatnst Tinsnding demurrage

PEREPILEZLR

Ayreuireat Tor U.S. source and restriction un shipping from February
through May.

LA Lt EQUIPHERT

Mo walver,

GLUGRAITC LODES

See MSource, Urigin, and Nationality," this chart.

PHULLHTAL SLRVICES

Hateer ot 2liygibility of iucidental services.

IHICRMEDIATE CREDET INSTTTUTTONS
hatver of policies appliceble and peculiar to intermediaste credit
tnstitutions.

Hatver of policies applicable ond peculiar to local cost financing.

LUXURY GOGLS

Haiver Lo allow procerement of luxury yoods.

Se.

JIS oan i
Delegated te Geoyraphic
Ad'e in cunsultation with
SER/LOM

Sac. ALNd

Divector SER/COM.
Source walver under
D:legation of Auth. 40
1y also be required

Cec. d05d

liy waiver

Sec. 1383

Sl

Dyvactor, SER/COM
Geographic AA

T

€. 18

Af, in consultation with
Gl. Source waiver under
Lilegation of Authority
Hoo 0 may alsu be
Lequired.

Sec. ASy
For Pruject Assistance:;
Ceograghic AA.

oL-3



ALD WAIVER AUTHORITIES
HOST COUNTRY CONTRACTS

WAIVER

HANDEJOK 1B

HAKUBOOK 11

HAKDEDOK 13

PARINE IheuRANCE - PuOdJECT ASSISTANCE

Watver of terine Insurance polictes.

PAGHL HHRUISHCE

Loinaoedity eligibility determined by marine insurance. Waiver of
requiLeaent that all coamiodities be insured in the U.S. when discrivina-
tion 15 fuund to ex:ist.

Geogrephic AA an consulta-
tion with GC

S:c. dbd(s)

lladver unly by President
under FAA Section
3l4(za)

MARK Th

Malver of requirerent thal projects and commwodities be marked 1O 1dentify

then s 4.8, Tureiygn susistance,

MILITARY EQUIPMENT

AlD wiil not fund any yoods or services whose purpose is to meet
milita. y requirements.

Sec. 2+, 2,3

Regiovna: A7 or designes
in consultation with

SER/CON when requirement
is dnpractica). Mission
Director whey adverse
reaction or for goods
titled in Mission.

fec. Al

Ko waivers

Chap. 1, Sec. 2.12.¢
Contractor/services
Reqlonal AA <,  deleyate

2.11.6

Chap. 2, Sec.
Constructiun
Regional AA or dulegate
Equipment and Matericls
Chap. 3, Sec. 2.13.5

NATLrAL1Te OF SUPPLIERS OF SERVITES
Blank & owedver trom Codes 000 er 941 to Cooperating Country.

Szc. 5C3c{1)(b)

AA

HATIGRL 1Ty OF SUPPLIERS UF SERYICES - Individual

Halvers

S2c. 5C4c(?)

Adninistrator, $5€0,000
aid up

AAd, up to $500,000

Missicn Directors, up to
$250,000 if AA redeiegates

thap.l, Sec. 2.6.2.3.c8d

Administrator, in con-
sultation w/GC and
SER/M, £500,000 and up.

Ad, in consultaticn w/GC
and SER/CM, up to
$:00,000

Hissien Directere, up to
$250,000 if AA redelegate

tL-3



ALD WA

YER ARG
HoLT o Louniey cot

RITIES
iTACTS

WAIVEK

tIANLBOUK Ty

HANDBOOK 11

HARLEOUK 14

ULEAN THANLTORTATION - PLAG BLIGIBILITY

MOTOI VENICLES

Hutver of requirements that motor vehicles eligible for AID financing
be manutactured in U.5.

UF COMAUDITIES

HATLONALLE1 OF SUPPL IS

Sve "Scurce, Urigin, and Hattonality,™ this chart.

HATICNALLIE U SUPPLILKS UF SERVICES - Blanket

Watuei o Codes 00U or 931 to Ctirer Codes.

-

Hotver of aationalily requlieents tor suppliees of services.

PELTICLIDES
Hatver of dntertin yegulations against procurerent of pesticides atter
EPA riutioe oF dntent tu sutpend pesticide use.

PIARMECEUTICALS - 10M/U.S. SUUKRCE PROCUREMENT

Lew . FBAL

SERZCEA 10 cansultation
with Leeyraphite bureaus.
viehd urtficials beve
wWwaiver authoritly for
Filpaenty fur which they
lave authorized rumodity

StulLe walver

« Ap
[ L

AACWILL preyi dw responst -
Lility in consaliation
with GL and LER/COM and
as redeleygated wader
[elegation ot Fathority
r'a. 40

Sec. 5C4c(l)

Administrator over
700,000
Fh, up to $500,000

Cec. 4CAd

Foanistrator (after
consultation with EPA)

Sec. i3
Hetver permitted under
Sec. 5B authority after
consultation with Office
of Commodity Management

PUARMACEUTICALS - POLUREMENY [ROM CODE 941 COUNTRY

sec. 4C3d(2)
SER/CCM

213



AlD WAIVER AUTHORITIES

HOST €N

HRY CONTRACTS

WAIVLR

HARGBOOK 1R

HANDBOOK 11

HANDBOOK 35

PULICC ARL OVHER LAM ENFORCEMENT AT VI

£s

FOSTFROLUE LD PULICIES - CLAIMS

AGAINST BORKOWER/GRANTEE & REFUNDS

sec. AL

Presidential haiver only
mder TAA Sco. 6l14(a)

Sec. 24Ca(v)

Hatver of clatws against burrower/groentee.

Adninistrator, with advice
@t GC

PUSTIHOCUREMLKT PULICIES - KELAPORT OF COMMODITIES

tec. 24A%

Ceoyraphic Bureaus in
ronsultation with AA/SER

PROPRIETAKY PROCUKEMENT

Hzive~ of rule regarding nonrestrictive specification.

Sec. 12C4¢(?) (c)

Chap. 3, Sec. 2.4.2.
Regional AA in consulta-
tion with SER/COM

AULLEE LUMPUUND LG CHEMICALS AND PLASTICIZERS

Waivers ut polictes agalnst financiuy.

Mission Director

SOURCE, ORIGIN & NATIONALITY

Blanket walver fron Codes DUO or 941 to other codes.

§g£;;584d§1§ (a)

Administrator, if over
$500,000

AA, up to $500,000

SOUKCE, ORIGIN & NATIONALITY

Blenket waiver from Codes 000 or 941 to cooperaling country.

Sec.” 5B4d{1) (h) and

Sec. 5B4d(?)

For Geographic Codes:
Sed. eAva

Administrator, over
$50¢,000

AA, up to $500,000

SURVEILLANCE £QUIPMENT

Ineligible for AID financing-

AA For Geographic Codes:
Se~. 2A%a
AA

No waivers

L=



MTVATVER alitnd
i

doE T Cnb ey l(’hiIU\Lx,

WAIVLR BRIV T iIANLBGGR 1] BANLBOUK 15
wodRUE, ORIGEN 8 HATIGHAL ETY PIETSEEH S IS0 RIS For hutiorality of Con. Fur Gecgraphic Cudes.
LA - 5{%3 Suppliers

ITndividual Watvers ' . i . o
widsdretor, Ll Uoy .
e 2t - vt i Adsinis alur, 55(1{),0110

Sl
r and uh

AAL Lp Lo YD, uuu P
AAL up Lo 3500, 000

Mission birsctor, up 1y o
Jre b HITEL LN R Misston Director, up to
2_,,(),(11:‘() 11 A4 vedeieygated PN , P P

AN, ap to Loy 1250 G666 it suthority

. . . st eela e
Mission Director, wp o redseyaled
250,000 3T authority

ru1~]<_J“lcd

SURELTERST AL CONTRACTORS® CLRTIFICATES Sec, Bl
{dtver of requirenent tour suppliers’ or contractors' certificates. AA/SLR with concurrence of
Se
b EULTEMENT sec. dued(2)
Wiatver of spectal conditions applicable to procurement of used equipient.| AA 1h cansultation with
SER/CUM
WAL MODEFTCATIUY EQUIPMERT Sec. A6d

Watver of policy against previding assistance for weather modification. Aduinistrator

A
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METHODS OF PAYMENT AND DOCUMENTATION




APPENDIX F

METHODS_ OF PATMINT AND DUCIMENTAT ION

The Mission controller has primary responsibility for all matters relating to
Financial arrangements and methods of payment, including procedures, forms, and
other documentation.  ‘The Project Officer should consult with the controller on

all questions or 1ssues relating to such matters.

Advance payments may be authorized under large contracts for custom-mnade,
especially Fabricated cquipment and large construction contracts {(mobilization
costs) subject to certain conditions set forth in paragraph 11D(1)(b) of State
cable 273219 of October 19730 A copy of the latter decument is attached as
Appendix F-(i) hereto. Ghe Project Officer should be aware that no other cash
advances from AID are permitted under host country contracts. All's ability to

authorize cash advances under host country contracts is current!ly under revicw.

In conjunction with the Mission controller, the Project Officer should discuss
with the contracting parties which of the three authorized methods of payment is
to be gpecified in the contract: direct reirursement by AID to the host
government; direct lctter of commitment {rom AID to the contractor; or letter of

commitment from AID toe a United States banking cstablishment.

Where feasible AID prefers that the direct met: d of veimbursement be used. Under
the direct reimbursement mewned, the host government puys the contractor, and sub-
mits the required documentation supporting the payment to the Mission, which, if
all is in order, reimburses the host government. The Project Ofticer's adminis
trative approval is required tor all payments made under this method. For this
method to be used without cansing the contractor iaconvenience and complaints, the
host government must maintain cfficient, smooth functioning documentation review
and payment procedures. Whether the Project Officer can recommend this payment
procedure will depend upon his assessment ol the contracting and administrative
capability ot the Lost government, which was referred to in Chapter G of this

uidebook.

Ncte: Unless otherwise noted, all (hapter references cited herein pertain to
Handbook 11.
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Where the direct reimburscment procedure is not feasible, use of the direct
tetter of commitment {rom ATl to contractors is preferred to the bank letter of
commitment , except where project mmplementation will produce a profusion of
invoices for small amounts, thereby creating tor Al an administrative burdep

whose cost would exceed charges by o bank for similar transactions.

AT Missions are authorized te issue dircot Jetters of comiitment to contractors
in accordance with State cable 2806424 of November, 1979, which is attached hereto
as Appendix F-Cii). ATk may also issee divect letters of commitment. By means
of such aninstrument the Mission can assure the contractor ol prompt payment
npon the submrssion to the Mrssion of the required documentation.  ‘the host
vovernment is requited to review and approve the documentation before it is
Cransmitted to Ab. The contract should allew the paying agency ob the host
vovernment a spectbied number ot days inowhich to approve or reject the
doctmentation.  IF no action is taken within the prescribed time period, the
contractor shonld be authorized to submit his documentation directly to the
Mission, vhich should be authorized by the host government to make payment.
Paviments made under o divect Tetter ot commitment also require the administrative
approval of the Project Officer, except for cquipnient and matcerials.  (Please sce
State cable 280425 of November, 1974, which 1s attached hereto as Appendix

F-tiii.)

Where neither the direct method of reimbursement nor a direct letter of
commitment to the contractor appears feasible, then an AID letter of commitment
to a United Scates banking establishment may be used.  An AID letter of
commitment to a bank may be issued only by AIDMW.  This procedure permits the
hink to Issue or confirm a bank tetter of credit payable to the contras tor,
prrsuant to which the contractor may obtain reimbursement through commercial
banking channels, after presenting the required documentation.  Included in the
documentation dre the contractor's invoices which have been reviewed and approved
bvothe host povernment. The administrative approval of the Project Oftircer is
ot reauired for payments et fected under a bank letter of commitment.  Additional
detat s with regard to the methods of payment will be found in Chapter 1, 5.0;

hapter 2, 3,604 and Chapter 3, 3010,




Documentation requirements vary somewhat , according o the kind of contract. For
professional and technical services contracts there are required a Voucher,
Contractor's Invoice, Contracitor's Certificate and Agreement, Borrower/Grantee's
Certification for Reimbursement, Certification of Ferformance for Payments Other
Than Final, Certificate of Performance for Final Payment , and additional

documentation for termination ot claims. (Chapter 1, 3.6.5)

Contracts for construction services and for the procurement of cquipment and
materials require all of the above documentation, plus evidence of shipment of
any equipment, materials or commoditics during the period covered by the request

for payment. (Chapter 2, 3.0.4.2 and Chapter 3, 3.10.3)

Additional documentation of particular interest to the Project Officer is his
admintstrative approval which is required for each payment, under a contract for
professional or technical services or for construc tion services, made pursuant 1o
dircet reimbursement to the borrower/grantee or pursuant to a direct letter of
commitment to the Contractor. As noted alove, the Project Officer's
administrative approval is not required for payments made pursuant to an AlD
etter of commitment to a banking establislment, nor is it required in connection
with pavments mede under contracts for the procurement of equipment ana
materials. (Chapter 1, 3.0.5.8 and Chapter 2, 3.6.4.21) Please sce also State

cable 280425 which is attached hereto as Appendix F-(iii).
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SER/MPF ALLEN (DRAFT)

JESIRED DISTRIBUTION

OF ACTICHN /M 25 0BSON 123456789
INFO GONE MP APR 1A 1G PDC 00C AG GC
GCAF GCFXI 17A GE IS 4ASIA 15 GCASIA
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------------- 121573 1902432 /21
P 1907007 0CT 73
FN SECSTATE WASHOC
TO AID PRIN POSTSY PRIORITY

SNCLAS STATE 2723219

AIDAC

2.0. 12065 N/A

TAGS:

SUBJECT: CASH MANAGEMENT PRCCEZDURES

REF: (A) STATE 139036; (B) AIDTO CIRC
A-125

1. Introduction

Tnis message provides procadurss o
implamencation o7 AID': cash mancsgemen
oolicy aquidelines which werz acumvye
oy the deputy administratsr on Novem-
21, 1378. The prscaduras <:a7arm
0 treasury Tiscal ey

~ap

requirzments [TFA

- APPENDIX F-(i)
301 AID-:9

3=2CC8) sugiisnad Mivwa 2T, 13T sen

WF3 CCT-20 70gg R 177acned o Retv. 3. Thesa orocadures
ire2 arraciive immediitzly and 2r2 gen-

DEAFTED 3Y oMM T MR o ariiiy apolicabls =5 370 AlZ-Financed
1PERQYED 3 M O STAFFIED activitias 2xceot as 2xplained in the
M 0 STAFFORD text 0or the Dnrocaduras. dandtoc«s
AA/PRC:3 SIDMAN (2R3AFT will de revised o incorrormita these
AASSIRIC G MACOCNALD (2R2FT) requirements.  Cash managsment oroca-
AA/ASIA COLLMMAR [2ORAFT dures are described telow, Hu< 2zr-ain
SAMED A R ITE O IIRAFT obvious and sali-2x2lznatory 2 visisns
A4 LACIE S0V UDRART of the tarm have not Ddean recajtad,
AAVAFRG 3UTTHER (TRATTY TeRd 5-30CC was raviczed an May 7, 1372
33 3EOKINGTIN (DRAFT 20 incluage a 2rovision raguiriag inter-
ARSPCC FLANNERY [HHONE) 2st chargzs Tor 2ast Zue oJayments not
NA/DSIK MTLIN T ARTNE coverad oy contracis,  agresments cr
3C:C COSTZLLD (PHONE) other fcrmal arrangements. Tnis addi-

tional treasury requirement is included
under Section II A (1) below. A copy
of the TFRM as amended will be mailed

to all posts.

I1. Procedures

A. 8il1lings and Collections

(1) Timeliness, Charges for Late Pay-
ments and Yolume and Character ofr Col-
lections -- The TFRM sections 6029.10,
20, 30 are substantially self explana-
tory. Bills for collecticn must be
issued to individuals and organizations
at the earliest possible date by which
amounts due aid can be identified,
approved and properly charged. Past
due receivables will be given vigorous
attention 1in accordance with H.5. 13,
Chapter 7.

In accordarce with Section 3020.20 3,
initial bills for collection for
amounts due AID, not covered by ccn-
tracts, agreements or other formal pay-
ment arrangements, will inTorm the deb-
tor of the basis for the indebtedness,
the date by which payment is to be made
(due date), and the requirement con-
cerning additional charges for navments

receised after the due date. Charges
7or latz payments will be at the rate
of 3/4 of 1 percent [.0075) of the

overdue payment for =2ach 10-day period
or porticn tnereof that the payment is
12laved. AID has determined that the
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3ank Tetters of comnitment: The bank
Tetter of comnaitment wmethod utilizes
establisned commercial banking channels
to process payments to suppliers and
contractors.  The bank L/CCMM method of
financing can be used for all dollar
precurement of equipment, materials and
services under project assistance and
is the wusual method under commodity
import programs, except in “he case of
large velume purchases from a single
suppliar.

Direc: payments: Contracts, purchase
orders and grant agreements may include
language which provides for direct pay-
ments by AID without additional commit-
ment documents.

Careful consideration should be given
to the selection of the method of
financing covering any given procure-
ment action. The direct Tletter of
commitment  method s  particularly

appropriate aad qgeneriliy preferable
to  Dbank lattars of cormitment for
borrower/grantae sarvice type of con-
tracts, high bul% commodity shipments

int Tor

iz '3 3

A IEYY 3

ments. enl

Timized inist Ve

1zn :vrﬂuun servcring  the bani ng
Tuncticn ant in return, susstantiaglv
ragucs >anking nargas TTherdt 3a
abscroed 315 omicnt costs canvarsel s
Sank lzTtEes af tizmmitmeEnt ot oo
dsed Tt smjact impiamentiticn 4177
Joroduca ) oeeriysian 37 invoizes o
3mail ancunts notpe latTer jnstancs
1Tomay 2 oicsumad that ths cost oo AlD
57 assumiag oTne 31ddsa dministrizioe
Jurdean would 2xcesd the relaztad danking
chargss,

D. Cash Advances

(1) General --
state that quote
ity of agencies *o
management practices of

rjaniziticns to ensure

Treasury regulations
it 15 the responsibil-
monitar the cash
their recipient
tnat fesderal

casn is not maintained bHy them in
axcess of immediate disbursing needs,
unguote. AID policy favors nayment 4o

AID-financed recipients on the bhasis of
voods delivered tor services performed
¢r to cover costs already incurred by
fhe recipiant. An excepticn %o this
policy i3 mnade for non-5rorit
nrganizations and host country sovern-
mental institutions, which are normally
funded on an advance of funds bHasis.
Treasury requlations specify thaet quote
agencies will establish such systems
ind procadures as may be necassary td
assura2  that balances ars maintained
commensuriate with immediate disbursing
needs, excess balances are promptly
returned to the treasury, and, except
where contrary to Taw, interest 2arned
on federal funds by recipient cr3aniza-
tions is promptiy ouid over ta the
Sreasury unguot2.  Tre2asury has agreed
that «cartain quot2 ﬂoo11‘~_u1on ad-
¥ancas ungqucte qay Se mad2 o Host
Counury ccntractors without redard =p
the quote immediate disbursing needs
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asGr a1 g 31 STATT 138413 JEFLR Srar 125218
sR12i iteil - -
T e e I3 iZnSiIT O
TeEY 3€T-27 S33% 3 ’ ' < 13 “aHaGECNE, IF 3T4E1
c T H 37 OIIMITRULT. M IZRISEI O uTUALLY
JAAFTIY S‘HE;".‘JST!'J:'! IR N .uax WG HE GSAUISITH I IENSITUCTIIN <ATIIALII, F
IPUCYED 5Y Fed L LiAFlA0 KU PASTILLATIAN I22V1CE3 o7 & ::rs;nar.,, 5 TNQ A ~CRE F
230A03 IRTNRAN SREFT) .- . QUCR IEAVISES.  CHE GSFM <Al U0 IIMIIST SF TME TueALf IF
LAC: IANMWN JRaAFT) . ‘. SAUIPRENT SR =arTIraLc EIJET FIA A 29QUSlT, TITHER IX-
30T aPrT R4 PP SLUSIVELY 7R 22091MED J1TA +nCI3ENTAL TERVISIT, IUCH A3
e ) *u‘wa BERTR T ERECTI2N SUPS3ISica,  SEINOIAG TN THE TYPE IF LGAX TC 3
pos,  4fn Ik RRAFD . 'J' PERFORPED JNGET 1 LINTIAGT ARQ N THE I IT F THE FICLELT,
e ZE!NETY IR RN 3 PRQIECT QEF17{3 <AY 4ANE 4 FAIALY JETAILED inc.L:::z p
2€:3 3 YEIET CRAFD LI THE SERVICES 3E1nG 1E4CEAET 2R T9E 3CC3T SUPPLIZH; i ITHER
SER/RMFALLEH  PHONE) el Np 2ASES, PAATICULAALY WHERE WUSERCUS 137012077 2a€ e.fﬁ:: 1
JESIRED DIITRIBUTISY ~Iy IRPLEMENT A PR0JSCT, THE ROIECT FFI1IZA 2av 1E¥QTE 413
LMt ACTICH 71 INFQ S4RCN 134F 2FZA 4732 IFFV AF0P IFHM 1RAS ASPT ASPM “ONITSRING TIME PrmARILY [Q 29CRLSEM IREAS IHQ PAY L4231
LAALA LACA LACE L1C3 "i0P 1ANE 1628 VIS 4HA 2P 2P0R 2898 1G°GC ATTENTIGN TQ SOMTRACTS THAT 43E 3£14G 22RA1ED SUT ICUTIHEL!
J25F 10AT 3CLA 3OFL ISNE @ AGW 15 ER 122 AHD VITHOUT 22USIMG 4GTISSIOLE 2328LENT.

cemmmmemmmemeee oo JE332 UMD /U
L r pk RAIE (4 PR | 3. PRINGIALES IOVEANI#G 30NM!N{STRATIVE ipPogvaL IF
FMOZECITATE LagAaCC VOUCHERS. THE ISTABLISAMEMT IF & 1EQUIRENENT FIR ThE
AOMINISTAATIVE 2PPRCVAL CF YOUCHERS JNGER ZSUNTRY IIRTRACT-
USHISIION ALNZYA IMG PROCEOURES IN 1977 WAS PREDICATEI SH THE F4CT THAT 4
ARENSASIY LAGIS PROJECT CFFICER tM THE FIELD. 1S MCRE ZAMILIAR JITA THE
ANENSASSY PAALS PROJECTS ASSIGHED 7O 41n, An0 Y174 THE WORK ZEING PERFCRM-
1mENBASIY ACRE ED BY SCHTRAGTCRS M THE IMPLENENTATICN CF ZuCH 230JEQTS,
THAM ANY QTHER PCRSCH 1A 110, 47 VAS [MTENMCEQ 7] madE USE
OF THAT FARILIARITY JITH 290JECTS 70 PREYEINT Z3ACAS IN
HAKING PAYMENTS 7Q CINTRACTORS WITHCUT, AT THE JAME TINE,

£
|

TQ 310 PRAIN 20573V ARITAITY

UNCLAS 3TATE 135429

ATUAC SUATEMALA 73R JSA1D ANO ACC2P {ARACHI 7SR 213G ANO 1IS IMPOSING S PQO0JECT FFICZAT A SUSSTAATIAL 0CITICHAL ¥ORK-
LJAD SR CREATING & NEW SSMPONENT 3F 2 PUCJECT SFFICERS
£.2.11882:  v/a SCOPE OF WORX. THESE CSMCEPTS 2RE IEFLICTED IN THE 1EF-
YAIACS! TSR UIAID A0 ATIIL/EA, 2ARIS FIR UNESCY MO USCECY ERENCE 70 QUOTE MY 2T3SCUAL ANOWLEIGE IF THE PROJECT UN-
ICHE ALSY 73R AID SFFICE FRIGLY QUOTE [N THE PROJECT SFFICER"S APPOQYAL 3TATERLNT. 2
ELABCRATICN 5F THESE PRUNCIPLES !S ZIMTAINED IN THE
TUBJECT: IOMINISTRATIVE AZPQ0MAL 57 JSUCHERS UMCER 4CST FOLLOVING PARAGRAPYS
COUNTRY £OxiRacTs
LT HANCEGEA 12, IHAPIER 1, 2EUILED AAY (L, 1372 4. YOUCHERS IIEMPTED FRCH IECUIRENENT OF 2CRINISTRATIVE
APPROYAL. 1N A00ITICN T3 JCUCHERS SUBnITTE] 7IR aYheNT
1. PRIJEST SFFICZR. THE RCJECT JFFILER, 35 TAAT TITLL IS
USED IN THIS ME324GE, S THAT "€rUER CF THE MS3IST STIFF UNOER ANX LETTERS OF SSRMMITHENT, IXENPTID FICM THE AE-
WVHO 1S ZHARGEZI J1TH TAE SCHITSRING 25 A PACJELT. NCHITIRING QUIREMENT 2F A0nINISTRATIVE aPoRGVAL 1% MAACH 1377, CIRTAIR
IF PROJECTS INCLUDING JIFFEIEAT ILENENTS E.G. 1QVISIAY JOUCHERS SUBMITTED 4NGER JIRECST LETTERS IF 20MMITNENT JRE
SEAVICES, TRAIMIAG 3R SINSTAUCTICH OF AvYSICaL FACILITIES) NOV ALSO SXENPTED, J11. 4QUCHEASTIELATINGTYQ THE SuPsLY OF
=AY 3 21VI0ED ANONG GZVETAL CFFICSRT 4AYING JIFFERENT GOO0S; T PROJELT SEMRODITICS SUPSLIED 3Y SZIVICE 3N-
TECAKICSL TACXGACUNGS. ANLY 2HE OF [HEM 4CVTVER, 13 TRACTORS AHO TGUIPHMENT 0 MATERIALS PURCHASED 3Y 4057
CHARGED WITH THE JYERALL nmCUITORING OF PRAUSCT (MPLENENTA- CCUNTRY AGEMCISS FAR THE IMPLIMEMTATICH QF PROJECTS, IF THE
710N K0 1S SELIGNATED 25 PQ0JECT FFICER. 7R THE PURAPISE CONTRACTS UHQER WMICH SUCH GCOOS JRE SUPPLIED PRGVICE FOR
OF APPROVING VGUCMERS THE ?RGJECT JFFICER AT RELY 3N CPHER PATMENT AGRINST INVOICES M0 SHIPPING SCCURENIS  THAT
OFFICERS Hav(AG PORTIAL TESPINIIFILITIES 7CR PRO4ECT EXEMPTION S MA02 3ECAUSE THE FIELD PRQUECT IFFICER 4AS NO
mONITORiHG FOR iNFIANATICH AWQ AQVICE.  MQFE:  MISSICNS INOLPEXOENT KMOWLEDGE OF THE ISNTRACTSA'S PERFORNMANCE N
WHICA USE THE TEAN $QQUECT 2anAGER TO ETIGHATE TYE USAID SHIPPING TAE INVOICI0 CIMMCOIT!IES aud THEAEFIAL 2SUL3 voT
AFFICER FESPoHIIGLE F2R RCIECT !MPLEXENTATICH SHOULD SUB- 1aSE 415 10MiMISIARTIVE APPRQ@Yal OF TAE JOUCHER CM UITE
STITUTE AT TERM 73R 29CJECT SFFISER 1Y THIS ME3ZAGE.) PERSOMAL NMOWLESGE IF TWE 2R0JECT UNGUATE; MCRECVER, THE
SHIPPING 2OCUREMTS, TCGETRER JiTH THE ICHTRACTIR' S 223TI-
1. SHOJECT =CNITCRING.  IN MCMITCRING PAQUECTI, 29Q4ElT FICATIGN, J0GCUMENT THE €ACT 7THAT TME JOMTRICTLA 435 PER-
CFFICIAS USE PLR:CO1CAL IEPCATS 29E7ARED 3Y IONTAACTIRS, FORMED IN SCCCROANCE WITH THE SSHTRAGT,  (SHORTAGES,
IREAXAGE, NON-CINMPLISHCE WITH IPECIFICATICNS ANQ 2nY JTHER
40ST CSUNIRY REPCRTS, 3472 113103 a0 ISMFERENCES WITH THAE SHORTCOMINGS 1A S2ARVING SUT THE FERRS OF THE SOWTIACT IRE
4637 COUNTIY* 3 MPLENENTING 1GENCY £R AGENCIEL MO lGil- ABMOLED |M THE USUAL M2NMER 3Y SLaINS 2GAINST THE o2N-
IRACTORS 45 I3URSTS OF DIFIRMATICN 2% [HE ITATUS IF 230~ TARCTCR 3R IMSURER; SUCH CHERTISHMINGS IZUL) +aT 32 2I3-
JECTS ANO 2N !MPUEMENTATION PECELIZY INO 4§ 4 32315 718 SOVERED 3Y 1 FACIECT 2FFIZER Al THE “Im€ daynedT 13 WE
THEIR I77CATa 1Q ASTIAT 1M THE PETSLUTICH OF TUCH P9CBLERS. JUT ONLY 2FTER [ARIVAL OF THE 33C0§ af THE 37T M0 4¥-
IN ZARRYING 3UT THOSE =CXITCAING Ta34%, THEY 3E43m€ 7ial- SPECTION)
LIAR JITH AT LEAST "HE 4£Y <€18E35 IF THE ITAFF 2R, LJHERE
CMALL SSATIACTSR TIARS AAE IAVGLJED, €ITH LU TEAM MEREERS, Y. JASIS FOR PROJECT OFFICIATT ICMINICTRACIIE (PPRCYAL,
ANG VITH THE SCAX 3S1MG ’[chxr‘n 3T THE IOMTRACTIR.  THAT A} THE ARUNCIPLEZ UNCERL(ING THE IEIWIREMERT 7 X 0MIN-
VORX MAY [RCLUDE MUY SQVISCRY IEAVICES, 2R 1N 1001TI3N, ISTRATIVE 1PORCYAL SRE ZET FIRTA 1N 23RAGRAPY 3, 23 VE;
THE P90VIZION 3F SIRMCOITIES ES2ED 7R THE PICIECT, M- FOR THE PURPASE IF SLARIFYING THOSE ’aruc PLET, 1 NuREER
3F SPECIFIC TYPES 37 ITHTAACTT IRE 31SCUSIEID FELIW.
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ST AP LTIAG THE IDHTIAGTIRCS

7e
I
24iMG STHED CNGUIALEZ, NCR S BT IXPECTRD TAAT JHE
B

JETTOMFTIZER INEIZ CRI BILLIMG SSA IZNSIITIMGY SITH THE
TIHTTACT 12 TR £71CAL ACZURACY. % IENVEV 3F IMHER
TEAT o PLLED. JUCH 4% TRAVEL, TIemuMICaA-
Trans, 5OIIMILIA 41TCILLNESYS 12573,
SRR OUIEE: 19 iY TeE M:_'z:,‘ IR
Ny, N MOnT UNSTARCII, 46 SrLL QT {AVE ANT FERICONAL
CNOULESGE OF THE LUSTIFICATICN IF GUCH l4ARGES.  aRY
ABYIGUS J1S3RE2an IETNEEN THE JILLING AND FACTS {HGWNM
Ty e THAULZ, AQUEYER, IE 497Eu.  (SEE

YARAGRASM JESALLIWANCES,)

Y «IrE CFTICT IDSTI. THE 2F0JEST FFICTA MILL, 1M
SOSY TASES, 3K OUMASLE TY JUCSE THE JUSTIFICATION IF CHRRGE!
SOA LML RTHLE 23573 SUQE 41T SCHATCRING JQVERS 2%91MCH-
FALLSOSUELY sSTIMITIEIL 4E & TMEALFORE MOT TXAPECTIZ T
ATTTEPY A SETAILEY LA CATION CF SUCH CNARLES; 4B 1S

(3

PAPEITED 7D NCTI SHUY TUTA JISCREPANCIES A5 AE i35 ABLE T
J3OYER 3ASES ON (NSWLIIGE ICIUIASD M THE IJURSE IF
NCAMAL PROGIST ACHITIRING, £.5. SO5TS I ZRINTING 4 R62037
4E CMCWT fAS 9QT (ET LN ITRPLITEY 3R 4 FIELI TRIP 3T &
InE ETINE DIEIUTIVE WS 4E 4NCYS 435 MQT TAKEN PAGE,

3} LG0T THPOLICI UNCRT 2357 AL!MSUASAELD IIMIR2GTS,
55005 TAR WMI T GAYRENT 05 TUE UPAH DA RENT FRCH 4 22Nl
JCFINED 4 THE IINTIACT P38 TICTIRY, S5 2727 iF LPOAT
IR 0T &7, JETY PAYSENT UPCH HIPMENTY, 3RE NQT IUBLEST TS
THE 39QUEST FFIAEAT3 AGMINISTRATINE 1PPICYAL A5 T.PLAINED
CHOER 2aRAGAaPd 4 GEGVE.  WHEY THARGED FOR IUCH 13COS ARE
TILLED M CHE IART (NYGICE 13 SEAVICES, WHICH IRE UBJEST

TO SUCH APPRSVAL, TAE JRGIECT IFFICEA'S SERTIFICATION :.W.L
§F SEE€D 13 ICYEA MUY THE SEAVICE ITENS REVIEWED 3Y A1
PURSUANT 7@ TUBPARAGAAPY 3), 13CVE. 1H THE TARE CaTES
VHERE PAYMEAT SR G3CCS i% SUT IEUY AFTER RECEIPT al THE
SITE, THE P90JECT SFFICIT 13 NOT 2XPECTED T3 VERISY THE
JUSNTITIES 3F THE 17EMS :;m.'!a, IR THEIA JOMFCAMANCE 70
TPECIFICATICHS, 48 15 0 NOTZ, 4QWEVER, |7 4E 4NQWS THAT
THE 10G0% 423 QT LY ICSI18T JGAING THE 2€310Q IIVEALD
1Y THE 3ILL0uG, SITHER FI6m AE35CNaL TBSIAVATICHS IR F3on
TEPARTS.  GED PGRAGAAPH I, 3ELIV.LY
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M iCCOS NG TEAVIZIT JUPFLIED UHGER F1AX3 2q4CE
STLTRACTS.

(1} WUk SUM ZIHTRACTZ. 4 ~AJCA SATISSRY 2F oNTASTS °F
THIS TYPT RE IZHVRACTS SJVEINNG THE JUPOLY IF MATIRIALS
SHD CQUIPM™ENT T30 WHITY 2aym€ul 2 74 2f A0E JPON TAIP-
EMT,  0UCHEAS JUBNITTED LNQE3 TUIH ITHMFALSTI :RE OGP U
IET TS OTHE ACMIMISTTATNGE peRTyaAL SF THE 2RCLELT JFFICE
JECAUSE, 40 TXPLAINED LNJEI TRAMGRAPY L agTvE, CHE 230.%
SFPIGER 48T 10 MIEFEMIENT CwlIlGe IF THE CHIPAMENT 2NO
AAYMENT =yST IE <ACT 3 il I THE JASIS CF THE lIarRact-
SRTOCEATIFICATION MHG THIPAING ::CMrEyr' 2armENT VLR
SERYICES PR0UIZED UMJER 1 StRID oLyl T MURACT ARE
ACRUALLY =AlE 274 ZCEPLIT!IZM IF THE IZA0. L€V, ICHTRACTS
SFOCHCAT JURATIZN Al IF ICLATHIVELY rALL dallE, UGt i3
DOOF L MrIY LITPT TR OTAGRT

caMTTACTS 72

WTLU-NERINED
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SONTRICTIL

gXameLis F LUld

fPEACLRT a18%anyL IF &

IRTEEE LTS
32 415 «MOYLIZSE
rﬂar THE ZERWNIIT wavg 3EIN GINCIALY SR 4 STV L2ATRT
4AS §EEN LaMTTEZ

CHEIE L gmPaiUM TP (E2-29177 ZCh-
I3 2armenrs, REEES L S 4
et N 7 :Za»l‘t SeEY TINES R
JPCN THE f’“iR:”Cr 2FOLPSLIFTED LUENIT,  WHEA PAYRENT i3
70 3E Ma0E ar "I:j TimES, THE T0LECQT SFFICITT APPRQUAL
F PROGALSS PAYREMTS “av 34 <AYTIaELy 30CYI3ED UMLESS THE
PQOJECT 2FFICER 1AS PCITCMAL 4AOMLIZGE THAT THE ZOMTRACTCA
ARS FAILED TO SSNPLY JITH PEIFIRMAMCE 290 45 NS SF THE
CINTRACT 2% HICH THE F13E3 23y=E4T3 A€ 29€212a7%).  WHEN
APPQCYING THE JQUCHER TR TNE foniag AyRCNT, TRI 2365807

'NOTHE 48 DY',1IL PR
TRAQTI 23CVICE 7327 29

SoMIRICTUALLY "I?;‘A

SFFICER 13 £5PSLTT) 78 2w WHETHIZ TME LCFA JAT I6TH
SIMPLETED [F 290GRETT 2AYRENTS 438 JUE P THE SCCUR-
REMCE 2F A JPECIFIZ3 IVENT THE JTMPULETION IF OTHE
FOUMQATICH JF 2 3UILJIING 3 PEEN B ioh I § .i? peeh b4
TRAGTGR SF AW IRTERIM 302237), THE 2Q0JECT 2FFICIR MAY
APPAQUE A YQUCAER JHMLESS HE 4as PERCTNAL 4NQWLESUE, FACH
REPQRTS 2R OTHER ZQUACES THAT THE SPECIFIED SVENT 4A3 dOT

QCIUARED.

(1) UMIT 29168 JINTRACTI.  UNIT 2RICE CINTRALTS 3RE
NORMALLY ISED 2NLY FOR MAJCR IONSTAUCTICH 390JEC73,  JUcd

SCHTRACTS MORMALLY 2]JUISE 7FUR SILGREIT PAYRENTS, usUawLy
MCHTHLY, 2ASEJ SH aQTUAL WCRK PZAFCAMET.  JILLINGT CHCY
THE QUANTITIES IF 4aa!2U5 ZATEGSA!ES JF GCAK 2SRFCANED 40
THE CONTRACTUALLY FIXED JMIT 29155, T2CE7HER 41Ty ™

ANCUNT ZALSULATED 37 =ULTIPLYING THE UANTITIES 3Y MHE oMIT
PRICES.  THE SUANTITIED 31LLEY 2AE, IN TAE “iAST IHSTINCE,
ASCERTAIHED 3Y THE IONTIASTIR; Thad! AT THEN JIATIFIED 3¢
THE COMEAACTING AGZNCY 2F 413 I2HZULTING INGINETAT 267 A€
JEING SUBRMITTED T3 THE 292UELT IFFICER LR REVIELN. OV
PACJEST SFRICER (5 QT 2XPSI7I3 79 JEUFY 4y 2N INCED
SENT IHVESTIGATICN, JUCH 22 7AC ZXAMINATICN IF IZusvuevicn
ALCCADS, DETHER T4E WANTITICS 3iLLIT AT ITRASECT; 4E MaAr
AELY ON THE ZZATIFICATICH 2F THE C7u7 2:CT|16 IGELICY IR THE
CCHSULTIRG IMGINLER ACT!UG IM (73 SEdAL XEITHER (3 43
EXPECTED 70 IIMPARE UKIT PQICIT USZJI 1M THE TILLING W) TH
COMTRACT PRICET SR 7T I4ZCA T4 JILLING FCR ARITHRETIC
ACCURACY. HIS APPROVAL IF THE JCUCHER ZHALL nEAN CNLY THAT
RE HAS N0 ANQWLEIZGE OF AHY FaCTS WHICH <CULT MAKE AN X~
QUIRY INTQ THE 2CQURACY I THE ZiLLIMG AQUISABLE £1THER
BEFCRE IR 1FTZR AIQ 23a¥5 T3 THE ICNTRASTIR THE ANCUNT
CLaIreED,

aE
€y-

] OTHER FORNS IF CSNTIACT.  iH THE RARE IMSTAHCES WHERE
ATHER FCRAMS IF IONTRACT RE JSEQ B, 3. TIME-IATE ICMTRACTS)
THE FOREGIING SUIDANCE JACULY IS JSED, IIMSISTEMT WUTH “He
PRIRGIPLES JUTLINED !N 22R2GA3PY 1 1M THE JETIILITZ 31§~
TUSSICH i THE FORESQING JUBPARAGRAPMYG, A5 APPLICABLE,

5. JNUSUAL CTIRCUMSTANCED.

A} IF CCHTRARY T2 MGAFAL !RACTICE, TNE 3900207 TSR MG
A ICUCHER 12 ZUBMITTIZ 448 QT ZJEIN 213301GHES TO 1 200847
SFPICER IND NG ITHER E2XER IF THE MITTiLN CTAFF 448

P
PEISTNAL CHCWLEIZGE OF "ME 29CUECT, IR F THE PQCJECT 4ag
JEEN ASIIGAED T 3 2]0LEST LFFIGIR MUY suST 2EFZREOTHE
TQUCHER i§ UM TIII, e ’?u.E:T SFEISEA IR OANGTHER k-
TS CFFICIR HOULY 1PP9TYE TNE JCUCHER J1TH THE SILLZWiNG
STATEMENT:  UCTE | - avE FEVIEWED THI UCUCMER, THE 331a7I0
IRYQISZ (3} MNQ IUPPTRTING ZCQUMENTATICH afTACHET THEIETS.

I 30 MOT {AVE 4N0 oyt 2MABLT T2 IBTIIN F3CHPTLY 26350NAL

ARGWLIZGE SF T 29nLEtT 0D J0OTE D RRUUED ar 2ot
SEX 2277 AGC MO 4aNE LT ET NI THE 3390637 LTS
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SSQATEY 10 M1 I3 Tamm TRT a2t k] TAlTRIL: R
IUAN end AT L T S TR T Lol O 22T THE IMCHMTS
TUAlLaTiy PUEINT P E- 0ol s IS T4al 2 SN PORT R THE
IMSUNTT OTLACTED N TG AOUCHET AL 1P W PRCMPTILY WF2AM "= 2133024 i3 AAT AE 3N .PeerTE
SOUCHI T LImIMISTIAT LI Y 2R3y THE 40ST SSVEINNENT IF TaE 3P UTMT AL Tl
TREOTIMANT. . EUNTL L] IIAneel MIISION QIRECTIR R any JTaIE v f 3 239riE 2
PCILLNCueTE COMTAASTIR AT 413 43 Yilalaus LIRS H TR T
PAAT OF THE ARQUAT Siu.i] 269236 "4f <Q57 JOVIINEENT 2GIuCY
8} GUaLFIED IPPe0VALI i3 ZET TIATY L8IVE AJULY 3V SOMCERNED 425 2820 'KPJAMID SF THE TACTI 17 CETIIMMED 3y
L 3EUSED CHUS M OARE SCZAZIING TeNCE IRE L1ACUMITANGE THE PRQIECT IFFICER ANQ 445 SEIY AZKED T2 ICIUEIT NI Son-
HESESZITATING THESD IAOULT HO7 ITHTINUE FIR 30y 547CN0ED TRACTOR 70 TAKZ WHATEVET E2C2ual 3GV!I2N 13 IEWIRED,  IF
PER120.  SHOULD TME ACT MCTI REPTATED iNITANCES °F 2uall THE ABST JSYEANMENT 2GENSY JCES 40T 4GRET wiid 410°3
FIED APPAQVALT OF JCUCHERS ISLATING 7O THE IARE PGLELT,
HOULD iHFCR THE 113710M SIRECTSR 4m0 THE IC913Nal JURE FINDINGS ARG FELIEYEZ NG ICMEITAL ACTICN 3Y THE TONTRACTS
(NGISHINGTIN. IS REQUIRED, 1HO 7 THE IS213N J13SCIZR 15 MHAELT T 3TalH
AGAEEMENT WITH SUCH GINCY, “4E MATTIR SadULD 38 6712383
TEMENT IHIWM M 4QN0BCCK 'L, IHIPTES TYOTHE ASTISTANT SMVMITTRATCR IF THE JEGIQOMAL IHAEAU T2
W1 NCT T3 36 USED Y THE TiAcun wHCH THE 213221C0M REPTARTI.
IUBPIRIIAAAH W), 48CUE; 17 1% REZE
UOCUSMARY JAT, RUT NOT THI ACTNAL 3. 4ANDSOCA REVISICHS., ASHCBZ0X 13 340 2THER A44MI30CHS
AVAILABLE 1O THE 2304887 WHICH [NCLUBE P0VISIGHS PERTMINLIG T THE ACHINISTIATINE
A JIFFERENT PCST. 48 11 VIt APPROVAL JF 40ST COUNTR! ZONTRACT VGUGCHEARS <ILL 8E ANENDED

IM ACCORDANCE WiTH THI3 MESIAGE. A MATRIX WiLL AL30 3E
PROVIDED 7O DEICAIBE JOUCHER IEVIEW REAIREMENTS A3 APOL!EQ
7. SERATIFICATION 37 QUTHCRIIZD IZATIFYING SFFICSR ACS), TO THE VARICUS TYPES SF 4OST CJJUNTRY ICHTRACTS. CHRISTCPMER
THE ACT 13 FLTPIHSIALT S0 CAEINING JCUCHERS 2R :31SISP

THCY W17 THI OLINTRICT, UNMILUDING THE IIHTIACT 340Gk

AND JRITANETIC ACTURACY, 87 4F IINGLJEAS WECESZAAY, 5Er05

HBKING ’AY“EHI‘ PHCLUCSD TN TUTH TEVIEWY 4ILL 3E AL 3L

ING ITEMS SOT ZNCIMPASIED 'K TaE SEVIEY IF THE PROJEST

SFEICER, TUCH 23 ACME DFFICE SCTUI, TRAVEL AND TRANSPORTEA
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TICH CHARGIZ, TINPUNICATION S2I7S AND MISCELLANESUS PSR-
SOMMEL I20TC, UCH A3 40USIMG AND ZIUCAT!IOH LLINANCED
S, JISALLINANCES,

A} DEFICIENCITS N F79M,  IF THE 2QQJELT OFFICER JIS-
SOVERS SURING T2 IEUTEN IF A YCUCMER FidMAL EFICIENCIES
£.3. LACK CF 3 IIGHATLRE, LACK 3F 2R IMCIMSISTENCY 3EINE
JUPPORTING SSCHNCMTTY, H4E IHSULD NOTE SUCH JIEFICIENCIZS
AES APPROVAL STATEMEMT, 1T IS THE RESPCNSISILITY 3F THE
ACQ T JECIOE wMAT iCTICA T2 TAKE,

) SUBSTANTIVE JIGCIEPANCIES, IF THE PROJECT IFFICER
DISCIVERS JURING THE JEVISW OF A vOUCHER THAT $HARGEZS FOR
OKE QR MCRE ITENS IMCLYDED IN THE JOUCHER ARE |NCOMSISTEM
¥ITH THE FACTT 2S 4E MMOWS THEX NG IN AIS QPIMIN, SHCUL
NOT HAVE 2£ZM BILLED, 4F HOULO INFGRM [HE MI3: .4 JI1RECT
SF THE FACTS N VHE CASE. 2 CECICION CH THE ACTIGN 70 3€
TAKEM THALL 2€ HA0€ SHLY 3Y THE MISSIGN D13647CR, 28 2
PERSCN QESIGHATED 3Y HIN FOR THIS PYURPASE; THE FOLLCVWING
ZOURSES OF ACT!ICN CHOULD 3E ICMSIGERED:

i1} TO INFGRM THE APPOCPRIATE 4OST SQVERNMEMT 1G2ACY T4AT
A10 CANNOT MAKE MY, SR INLY 22RTIAL, PAYMEAT TQ THE GON-
TRACTCAR, STATING THE 34515 7OR THAT FINDING; OR

(1) 7O IHCLUBE 1IN, 2R ATTACA 70, THE 2PPRGYAL STATSMENT
A REPIRT IM THE FACTS MHIIH PREVENT THE PQ0JELT QFFICER
FACH SIGKING AR JKQUALIFISD 1PPRCVal STATEMENT, JESISIO
INOTHE ACTIOQH TO TAKE WILL THEN 3E MACE Y T4E 272

THE FORMER CCUASE CHCULD A€ TANEN 4F THME JIICREPANCIZT I
SQVERED 3Y THE 2900527 2FFIZIR IRE oF ZUCH MAGNITUDE THAT
1T APPEARS THAT THE INUY 290PSR :MEDY i3 A AEQUEST 3y THE
A0ST GOVE2MRENT 1GINCY T3 THE ZONTRACTIR FI8 2UBMIZSICH 3F
A CORRECTED JOUCKER.  THE 1EC3NQ C2URSE SACLLD 38 (NC3ER
WAEN THE €3 TCULD <aME PA¢ENT ZUSJEST TJ ACTICN 3Y JRE
CIMTRACTOR  €.G. AN 202USTREAT SN 2 JUBSECUENT 31Ul iwe)
SULPENG PAYMENT NG, L THE JJIIREPANCY 15 IXALAINED S271%-

UHGLASSIFIED
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APPENDIX G

PERIODIC CONTRACT STATUS AND SITE VISIT REPORTS

Project Officers are expected to review and report upon the implementation status
of host country contracts at appropriate intervals. Normally, such reports are
prepared and submitted promtly following each periodic status review or visit to

the site of the contractor's operations.

The Guidebook enphasizes the importance of site visits as an essential element of
effective contract monitoring. The frequency of such visits, as well as the
coverage and depth of the inspection, will vary, of course, depending upon a
number of differing factors. These include the scope and complexity of the
contract, the quality and competence of the contractor, the stage reached in
implementation, the adequacy and reliability of contractor reports, and the

results observed on prior site visits, if any.

For efficient management and continuity, it is equally important that the results
of each periodic contract review or site visit be recorded in a written report
prepared by the responsible Project Officer. These reports serve a number of pur-
poses. They provide a succinct commentary for AID management on the implementa-
tion status of the contract, and become an integral part of the official contract
files of the Agency. Properly completed, they serve as an invaluable 'follow up"
monitoring tool by identifying problems and the actions required to resolve them.

In preparing such reports, the Project Officer must candidly and objectively
assess the progress of the contractor in relation to the specific implementation
benchmarks or Jdeadlines set forth in the contract. To the extent available, the
implementat.. .., financial and staffing plans of the contractor would be
particularly useful in enabling the Project Officer to determine the degree of
progjress being made as of the time of the report. 1In addition to reviewing
progress against targets, raperts from the contractor should be compared with the

actual status of implementation to verify their integrity.
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Attached is a sample format designed to assist Project Officers in the preparation
of etther a periodic Contract Status or a Site Visit Report. It is intended as a
guide only, and may be modified by the Project Officer to suit the circumstances

and nature of the contract(s) being monitored.
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CONTRACT STATUS REPORT

L] ]

Site Visit Report Periodic Status Report

(Check box applicable)

Report Number Related Project Title
Date of Report Project Number
Contractor Project Officer
Contract Date § Amount Host Country Contracting
Agency

*A. Officials Participating in Site Visit:
(Names and titles, if Inspection made by a team)

*B. DNiscussions Held With:

1. Kev Contractor Staff: (names and titles)

2. Other Officials: (names and titles)
(Host Country Orfficials; Officials of other
organizations or institutions)

x x x * b ® ® ®

C. Summary of Contractor Progress
(This section should discuss briefly actual versus planned progress of the
contractor. Major issues or problems identified should be high-lighted.
Particular attention should be given to issues or problems which would
adversely affect achievement of the contract or project objectives).

*Data required only on reports of site visits.
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D.

Conclusions and Recommendations

(This section should be a concise discussion of the overall performance of
the contractor, together with the remedial actions needed, by whom, and by
when. Recommendations requiring the attention of the Mission Director,
Assistant Administrator, or other senior AID officers should be included
when warranted by the circumstances).

Substantive Elemerts of the Contract

(This section of the report should discuss briefly the nature and extent

of the progress and/or problems noted with respect to =ach of the following
elements, 1f applicable, under the terms of the related contract. Indicate
whether the services or commodities required are being previded satis-
factorily, on schedule and in compliance with the specific AID requivements
incorporated in the contract (e.g., source/origin, 50/50 shipping, etc.).
where serious delays have occurred or are anticipated, identify the
reason(s) therefor and the action proposed, if any, to offset slippage or
to re-schedule. Remedial action proposed should identify who is expected
to take such action and by when. Ncte particularly delays or problems
which may substantively affect the terms of the contract.)

. Advisory Services and Reports

. Engineering and/or Construction
Procurement ot Commoditles

. Training Services

. Logistical Support

.

(Whether to be provided by the contractor; AID; or
the host country.)

-

6. Other (specify)

Financial Status of the Contract

(This sectlon should summarize the status of commitments and disbursements
and the extent to which disbursements reflect satisfactory or lagging
progress against planned expenditures. Problems relating to the
establishment of letters of commitment or credit; advances; progress
payments; or other financial arrangements should be identified.)

Contractor Organization and Management

(This section should irclude a brief assessment of the general competence
and efficiency of the contractor, with particular emphasis upon staffing
problems, if any. Awareness by the contractor of the relationship of its
activities to the broader objectives of the related project should also be
noted and discussed.)

Contractor Relations
(This section should identify briefly the nature and effectiveness of the
contractor's rel2tions, as indicated below. )

1. Relations with AID Mission, AID Washington, or Both Where Involved
2. Relations with Hest Country
(Country Contracting Agency; other organization/institution



http:Eleme.ts

-5

Note:

Distribution of Contract Status or Site Visit Reports should include, as
a minimum, the AID Mission official to whom the Project Officer reports,
the heads of orfices responsible for taking action on the specific issues
or problems identitied, and the related contract monitoring file. Copies
should also be sent to the Mission Director and/or Assistant Administrator
where the substance of the report so warrants.

At the discretion of the Project Officer, copies may also be provided to
appropriate officials of the host country.




APPENDIX H
CONTRACT MONITORING TASK LIST




Event or function

delatiuns with Contracting
Ajency and contractor

Initial weeting with con-
tractur

Periodic cuntract status
review aeetings

Procureament of supplies and
equipaent

Participant training ser-
vices pruvided by contrac-
tors under contracts for
technical/professional ser-
vices

Logistical support of con-
tractor

Financial arrangements and
uetiods of payment pre-
scrived in contract
(direcu or bank letters of
comuituent; progress pay-
neats; ete.)

Aproval of contraztor
vouchers

Haivers frum AlD procure-
uent rules

Contract extensions and/or
amendaents

Guidebouk
Reference

Vil g, €

vil

Vil

Vil

vil

Vil

Vil

Vil

V1l

Vil

3]

T

SUHHARY

CONTRACT MOMITORING JASK LIST

Al Project Ufficer

Maintains personal and continuing liaison
with both during the wonitoring period

Participates in meeting

Participates in nmeetings

Varifiles compliance with AID pro:urement
rules. as well as arrival and proper use
of supplies and equipment

Reviews adequuacy and effectiveness of
training {nonnally during course of site
visits)

Verifies availability and adequa:y of
essential supporting services required by
the contractor

Assurvs that appropriate finanziag is
arranged, in collaboration with the Mis-
ston controller

Reviews vouchiers and administratively
approves for payment {using fora of cer-
tification prescribed) except if under
bank letters of comnitment or if for pro-
curcuent of equipnent and materfals

Revieus need for waiver, and iF Justified,
prepares maemo requesting approval of the
AlD offlcial (Mission Director or other)
eupowerad te authorize

Reviews need for extension or amenduent,
and if justified, arranges AID approval

Host Countyy
Contracting Agency

Arranyes and convenes meeting
Conducts stat..3 reviews

Oversees and supervises procure-
went, adherence to specifications,
delivery dates, inspection and in-
stallation requirenents, etc.

Oversees provision of training and
rasponsiveness to requirements of
the related project

Provides such logistical support
(e.g., housing; ofFice space; etc.)
to contractor as tenns of contract
require

Requests action by AID (for issu-
ance of letters of coumitment; pay-
ment under direct reimbursement;
etc.)

Reviews, approves and pays direct
reimbursenent vouchers; submits
other approved vouchers to AID or
L/CO4 bank as appropriate

Requests assistance of Project
Officer tn obtaining AID approval
of waiver required

Requests AID approval if contrac-
tor's request for extension or
amendinent appears Justified

Appendix "

Contractor

Attends meeting with key staff
Hormally participates

Procures needed commodilies as
specifi:d in contract

Conducts (or arranges) traininy
as required by contract, and
submits monthly reports (if
trainin) in U.S. or third
countrias) to Contracting
Agency and AID

Provides, or arranges for, its
own supporting services to
extent prescrived in the con-
tract

Applies to Contracting Agency
for payuwent as provided in con-
tract

Subwiits vouchers and support-
ing docuaentation to the Con-
tracting Agency

Identifies need For waiver, and
notifles Contracting Agency

Requests Contracting Agency to
extend or amend contract

H
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Event or Function
Contractor reports (pro-
gress; technical; finan-
cial; etc.)

Site visits
Project Offfcer contract
status repurts (for AID

management purposes)

Project Officer spe:ial
reports

Contract monitoriny file

Correspondence

iriefinys and presencations

Uisputes and appeals

Enforcenent and remelies

Contract audlits by host
country (or independent
audit fivms)

Contract audits (by AID or
other U.S. entities)

uudebouk
Reference

Vil

Vil

VIl

Vil

Vil

Vil

Y11l

VIl

vIl

Vil

VIl

&

COMIRACT NOHITORENG TASK LISH

AID Project Officer

Analyzesreports for adequacy and respon-
siveness

Participates with Contracting Agency
in assessing progress

Prepares reports and submits to Mission
Director and other AID officers concerned

As required, prepares and submits ad hoc
reports

Maintains contract monitoring file
on current and complete basis

As required, responds to incoming corre-
spondence relating to contract impleanen-
tation and monitoring

As required, briefs AID and other officials
regarding status of the contract

With advice and assistance of Hission legal
advisor, may infornnally assist the Con-
tracting Agency and the contractor 14
resolving disputes

As appropriate, and with advice and assist-
ance of Mission legal advisor, may ciunsel
the Contracting Agency

Assures that required audits are made (or
arranjed) by the Contracting Agency, and
that appropriate corrective action i¢ taken
in event audit reports disclose deficien-
cles

Cocperates fully with U.S. officlals con-
ducting audits or investigations, and pre-
pares Mission conments on relevant aulit or
investigative reports

Host Country
Contracting Agency

feviews and acts upon regorts as
appropriate

Schedules and arranges visits to
the site of the contractor's work

Submits coples of such reports as
AID may require

May seek assistance from the Pro-
Ject Officer in resolving disputes
with the contractor

May exercise its right to suspsend
the work or tenninate the contract
in event of contractor non-perform-
ance

Audits, or arranges for {ndependent
audit, of contract and takes cor-
rective action where required

Appendix H

Contractor

Subiifts reports required by the
contract

Reports on contract progress
and grohlems

Submits progress and other
reports as required by termms of
the contract

May seek assistance from the
Project Office: in resolving
disputes with the Contracting
Agency

Takes cor~rective action where
required

¢-H



termindtion

Guidebuuk

tvent or Functiun Reference
Cuntract clo<ecut ar Vil X
Project Evaluation Sumnary VI Y

(PcS)

CORTRACT MONLIORENG TASK 11ST

AlD Project Ufficer

Assures that contract is tenuinated pro-
perly and that all AID rights have been
satisfied {including subnission of all
reports and cectifications required from
the contractor and/or the Contracting
Ajency)

Assesses the quality and effectiveness of
the contractour's wurk for inclusion in the
Pruject Evaluation Summary required by AID

llost Country
Contracting Agency

Oversees orderly terminzticn of

the contract, including submis-

sion of all requirad reports and
certifications

Appendix _-H

Contractur

Submits clatm for final pay-
ment, aad such other Jdocumenta-
tion as may be required to evi-
dence satisfaction of all obli-
gations under the contract

£-H



