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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
 

Toward this end, the Guidebook
as efficiently and effectively as possible. 


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
 

MaNhagers 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, the 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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IN1RODUCTION
 

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 isprojected 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 contr!ct
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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, Grants, 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.
 

B. 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
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consistent with the "collaborative style" of economic assistance and the
 

recognition that development itself isa 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
 

and contract monitoring, and of the pivotal role played by AID Project Officers
 

infacilitating 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. Infact, inmany 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 inAID operations thus continue to
 

demand an Agency-wide management and oversight capacity of significant scope.
 

Although AID isnot a party to contracts executed by host countries, itnone

theless -- as a U.S. Government Agency dispensing public funds -- remains
 

responsible for assuring the proper and prudent use of such funds. Indis

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 inthis Guidebook, and
 

thereby to protect AID's interests and investm~ents.
 

C.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 isneither
 

designed nor intended as a treatise on "project management" or "project
 

implementation" inall of the dimensions and ramifications inheient in these
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wide-ranging subjects. (Qhapters 7 and 8 of Handbook 3 discuss these concepts
 
and their relevance to AID operations in some detail.)
 

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. 
fence, 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.
 

D. Definitions
 

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

I. Host Country
 

The country receiving AID assistance.
 



2. 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.
 

3. 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.
 

4. 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.
 

5. Implementing Agency
 

The specific entity in a host country which is responsible for implemen
ting -- i.e., puttiig 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. 

6. 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.
 

7. 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.
 

8. 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.
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9.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.
 

10. Project Manager
 

The borrower/grantee official charged with overseeing and coordinating

the activities of all participants and resources, whethor locally or

externally provided, involved in a project.
 

11. AID Project Officer
 

Depending upon the locus of assignment, an AID employee may serve as a

Project Officer at either the AID/W or Mission level. 
 To differentiate
these assignments for purposes of monitoring host country contracts, the

following definitions 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 "backstoppin "
 
official responsible for supporting and assisting the Field
Project Officer in responding to field requests or handling

problems requiring Washington action.
 

12. 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
 

This plan (and supporting schedules) is a detailed listing of all actions
(including time frames) which must be taken by any party to which implementation 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.
 

14. Pre-Implementation Actions
 

Pre-implementation actions are those specific steps (e.g. development of
detailed specifications; identification of potential sources of supply)
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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 upor. 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 Hndbook 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 documentation.
 

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. 
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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 prcvailing 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
 
supportIve role of the AID/W Project Officer.
 

F. 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 inproject
 
development and design, pre-implementation and implementation planning, and
 
serving as Chairman 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).
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Involvement of Project Officers in the substantive programming and planning
 

processes pleceding 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:
 

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

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

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

* 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 

* 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)
 

* 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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* 
makes periodic visits to the site of the project, normally in conjunction

with the host country Contracting Agency and a representative of the
 
contractor
 

* 
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
 

e 
assures that all relevant documents and correspondence are maintained in
 
the Mission contract files
 

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

The foregouing functions are not equally demanding in terms 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, witih 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. Inmany
 
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 clearance 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.
 

G. 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 isdesigned 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,
 

(PIS); etc.). This background enables the Project Officer to keep his
 

monitoring and other responsibilities in proper perspective.
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H. ualifications 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 monitoring host country contracts should be
 
thoroughly familiar with the substantive content of Handbook 1B, Procurement
 
Policies; Handbook 3, Project Assistance; and Iindbook 11, Country Contracting.
 
A detailed knowledge of thes3 basic documents is indispensable 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 which Agency experience
 
indicates are characteristic of effective Project Officers. 
 These include an
 
analytical approach to problem solving, initiative, sensitivity in interper
sonal relationships, the ability 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 competently 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
 



-- 

-13

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. H
 

Contracting Agency
 

A
 

Contractor -


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 prov'iding adequate
 

supervision and support of the contractor, and to guide and help the
 

Contracting Agency in resolving problems as th'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 bottlenecks. 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.
 



-14-


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 'ities 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 elsewhere, 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 help 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 continually 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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CHAPTER II
 

PLANNING FOR IMPLH4ENTATION AND MONI[ORING 

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 organization, 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 8 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.
 

C. Analysis of Hbst 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 implpmentation is more important, nor more prone to problems and
 

frustrations, than the procurement function. Hence, determining 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 agency.
 

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 determining 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. Ingeneral, 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 Ls 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 (or regionally based) legal advisor, supply
 
advisor, and contract officer in this process is particularly inlpcrtant, 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 7"ould 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.
 

D. 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
 

Administration."
 

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.
 

E. Procurement Planning 

Contracting for professional or construction services and procuring commodities
 

are major implementation functions essential to the successfui execution of
 



-22

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.
 

F. 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 Lhe 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 problems, 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 1ary, of course, depending
 

upon the procurement experience of the country Contracting 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 arise, 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
 
Contracting Agency to adopt procedures consistent with those of AID, keeping
 
inmind 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.
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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 itmay be feasible for either the host 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 inparagraph 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, will 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.
 

I. 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 equipment and materials.
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CHAPTER III
 

IiROIXICTION TO THE ROLE OF THE PROJECT OFFICER IN HDST (CUNTRYPROCURENT 

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 host 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 following 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 Cbapter I 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 takterials
 

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 lB, 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,
 
'Trocurement 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 lB, 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.
 

Itshould be noted that the geographic code issubject 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
 

CLficer isurged 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 iB, 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)
 

C. 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 a6ainst 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 stre'ssed
 

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.
 

D. 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/Washington.
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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 f,'r 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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CHART A
 

IIAJOR STEPS IN HOST COUNTRY CONTRACTING PROCESS
 

WH!ERE PRE-QUAL.IFICATION pROCEDURE NOT USED 	 ILLUSTRATIVE
 

FOR TECHNICAL AND PROFESSIONAL SERVICES
 

AID HOST COUNTRY AID/W OFFICE DEPARTMENT CONTRACTING SELECTED
 
NAJ)R STEPS 	 MISSION I/ CONTRACTING AGENCY SOB 2/ OF COMMERCE COI1iUNITY CONTRACTOR 

1. Publication of Notice of Availability Assists or ... Prepares Clears Publishes Receives 
of Request for Technical Proposals Approves : Notice Notice Entice Note
 
(RFTPs) 


2. Interested Contractors Request Copy of Provid Requests
 
RFTP and Contracting Agency Provides RFTPs' RFTPs
 

3. Contractors Submit Unpriced Proposals Receives S,
 
Pursuant to Requirements Set Forth Proposals Unbrtced
 
inRFTP -P
 

4. Contracting Agency Evaluates Unpriced .------- --


Proposals Against Criteria Specified Assists or , Ranks
 
in RFTP and Ranks Contractors Based : Approves :----Contractors L 

on Technical Qualifications - 

5. Contracting Agency Requests Highest Requests CostSubmts Cost
 
Ranked Contractor to Submit Cost Prp sl
 
Proposal and Contractor Submits
 

o
 
6. Contracting Agency Analyzes Contractor-

Cost Proposal Against Its Own Cost Assist ---- Anal-zes Cost 
Estimates 	 : Approves * Piposal

I-------------

7. Contract Negotiations Commence 	 CONTRACT NEGOTIATIONS
 
.Between Contracting Agency and 4
 
Highest Ranked Contractor
 

8. Contract Approval and Execution Approves Executes CONTRACT EXECUTION Executes
 
Co. act 3 Contract Contract
 

CONTRACT REVIEW
 
Notes: AND APPROVAL
 

1_ 	Dotted squares above denote optional AID Mission participation in steps indicated. depending upon experience and capabilities of the tost country
 
Contracting Agency. Mission involvement may range from providing advice and assistance to the Contracting Agency, to requiring prior review and
 
appruval of specific steps (e g., evaluation of contractor proposals).


2/ Office of Small and Disadvantaged Business Utilization, AID Washington.
 
---- lcn rnamra annrnval nf rnntrArtc iindar thic vinf an|, rnnclAarad necessary.
 



MAJOR STEPS IN HOST Cflt'ffRY CONTRACTIN;G PROCESS CHART B 
USIUG PRE-QUALIFICAIION PROCEDURE 

rOR rEnmIIiCAI. ANiDPROFESSIONAL SERVICES ILLUSTRATIVE 

MAJOI STEPS 
 AID HOST COUNiRY AiD/W OFFICEMISSION 1, CONTRACTING AGENCY SOB 2/ DEPARTMENI CONIRACTING SELECTEDOF CO14MERCE COrV.4UNITY CONTPACTOR
 

I. Publication of Notice of Availability Assists 	 Preares 
 Clears 
 Rec.ives
 
of Pre-Qualification Questionnaire 
 , Approves .......- Notice
 

2. Interested Contractors Request Provide.

Questionnaire & Contra.ting Agency Provides Questiontairel e.
 

3. Contractors Complete & Return Questionnaire 
 Completed
 
[Quest ionnai res Qetinnaire
 

4. Contracting Agency Zvaluates Questionnaires& Assists or 
 F RequestsRequests Technical Proposals (RFTPs) from Approves 
 ceivs
 
Qualified Contractors 	 __j ProlosaIsJR 

5.Qiiali lied Con tractors Submit Unpri ced 

Technical Proposals Proposals Ueceirece
JUnp~riceds

Proposals
 

6. Contracting Agency Evaluates Proposals & rAssists or Ranks
 
R,ik Cuntractors Bas.d on Technical I 
 Co t s 
Q-alifications 	 Approves o rs 

7. Contracting Agency Requests Highest Ranked Requests 
 S 
Contractor to Submit Cost ProposalrCost 
 Cost
 

8. Conitracting Agency Analyzes Contractor r-------------

Cost Proposal Against Its Own Cost , Assists or -...... Analyzes

Estimates Approves 
 ' Cost Propjsal 

9. 	 Contract Negotiations Between Contracting 

CONTRACT NEGOTIATIONS
Agency aid Highest Ranked Contractor 

10. rontrdct Approval and Execution Approves Executes CONTRACT EXECUTION 	 Executes
 

Contrct 	 3 Conra~tContractSCONTRACT REVIEW4
 

Notes: 	 AND APPROVAL
 
1. Dotted squares above denote optional AID Mission participation in steps indicated, depending uponContracting Agency. Mission involvement may 	

experience and capabilities of the host countryrange from providing advice and assistance to the Contracting Agency, to requiring pri.r review andappi-oval of specific steps (e.g., adequacy of questionnaires; evaluation of tectk94ral propr.'als; etc.). 
2. Office of Small & Disadvantaged Business Utilization, AID Washington.

3. AID approval of all contracts over $100,000 is mandatory. Missions may also require approval of contracts under this amiount where considered necessary. 
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CHAPTER IV
 

PROFESSIONAL AND TEINICAL SERVICES CONTRACfTS
 

A. 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 proposals 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).
 

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

AID may finance the following types of host country contracts negotiated
 

competitively but without advertising or written requests for technical
 

proposals:
 

Note: Unless otherwise noted, all Chapter references cited herein pertain to
 
Handbook 11.
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9 Personal services contracts, with the understanding that consideration
 
should be given to a reasonable nuinber 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 negotiated

without formal solicitation of proposals from more -han one source.

However, informal solicitation of several sources 
is required unless a

waiver of competition has been approvea pursuant to Chapter 1, 2.4.2.
 

C. Follow-on Work (Chapter 1, 2.4.1.2)
 

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 Witn a Single Source (Chapter 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 justify
 
as 
an emergency situation or as impairing the objectives of the AID progral.
 

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 contracL, a
 
determination should be made whether a waiver is justifiable under any o 
the
 
five criteria mentioned above, or whether competitive means should be usc for
 

the new procurement. 
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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 thj 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 Jo, rnal, 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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-Vencymay 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 RFTP 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 more countries,
 
arrangements should be made to assure that the notices are published
 

simultaneously.
 

Chapter 1, 2.5.3 explains the provision for Dbtaining waivers from the adver

tising requirement.
 

F. 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 experienced
 
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 ID.)
 

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 will 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. tiowever, 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 recqaest 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 contractii-g 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 IN, IP,and IQ 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 ani
 

"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.
 

3. 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. 
 If 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; 4.3.16c (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 certail y,
 
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, arid profit into a
 
fixed rate for the actual time worked per day, week, or month, up to a
 
maximum contract amouit. 
 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 ID 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. In 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.
 

I. 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
 

Project 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.
 

J. 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 permit 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 manner 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 Officer 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 A31 
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. Itshould 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
 
obtain 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.
 

2. 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 field 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
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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 host 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. IfAID 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
 

i-,reau'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 so 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. For 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.
 

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

Inmany 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 housirkry, 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 authorize 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 19, 1977 and 055336 of March 3,
 

1978, U.S. citizens serving abroad under host country contracts, and their
 

authorized dependents, may have access to Lnbassy health rooms and medical
 

services, (as provided in Paragraph 2(c) of Appendix E in the AID
 

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 which 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 AID 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. Ihe
 

availability of such a document should facilitate negotiations on
 

logistical support between the Contracting Agency and the contractor.
 

Ina situation where the host country has agreed to use its own funds,
 

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 three 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.
 

L. 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 upnn text of all "boiler plate"
 

clauses, including the mandatory provisions referred to above under Section
 
K. Such clauses may all be incorporated in a so-called "one part" contract
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which includes specially designed clauses that are tailored to 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.
 

M. Contract Approval (Giapter 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~iply 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.
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CHAPTER V
 

MNSTRUCTION SERVICES OLNTRAClS
 

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 of 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 othense noted, all Chapter references cited herein pertain 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.
 

2.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 for a sample statement ot 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 contracting
 

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 foi thc Contracting Agency, and not
 
AID, and thus avoid preempting the Contracting Agency's authority with respect
 

to the consulting engineer.
 

D. 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.
 

Inboth 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 zontract 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.
 

E. 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 ifdefault 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.
 

F. Contracting Procedures
 

1. Prequalification (Chapter 2, 3.5)
 

Inall but exceptional cases prequalification is used in the selection of
 

contractors for construction work. By means of prequalification the respon

sibility of prospective contractors ispre-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 (hapter 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
 
isannounced 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 notice.
 

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 inadvance
 
of the date when the completed questionnaires are due at the Contracting
 
Agency. This will normally allow ;4mple time for the interested
 
contractors to obtain copies of the questionnare and to provide the
 
Contracting Agency with the specified information. The advertisement
 
notice isusually sent by cable to SDB, AID/Washington. 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.
 

Ifthe estimated contract value isunder $500,000, publication in the
 
Commerce Business Daily isnot a requirement, but isoptional. Inany
 
event, if the notice isnot 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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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.
 

b. 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 substantially the same points as the AID
 

questionnaire and is not inconsistent with the objective-s c" that
 

questionnaire.
 

c. 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) 

If prequalification is not used, the IFB is advertised in accordance with
 

the procedures described under Section Fla above. Hbwever,
 

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.
 

3.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. 1he
 

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.
 

4. 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
 

paymint 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 eement 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 controller 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 objections 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 ZR 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). 
 W1hile 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
 
IID(4)(b), a copy of which is attached hereto as Appendix F-(i)).
 



-67

mnother 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 Officeir 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 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.
 

5. Distribution of the IFB (Chapter 2, 3.7.1)
 

The Contracting Agency must distribute the IFB to all firms that were
 

prequalified. Ifprequalification 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.
 

6. 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. Inorder 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
 

isusually 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 a]l 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.
 

IfAID/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, AIDAW.
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CHAPTER VI
 

FROCURH4ENT OF EQUIMENT AND MATERIALS
 

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

1. 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.
 

2. 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 wider 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 el-'gible for AID financing.
 

3. Advertising (Chapter 3, 2.3; 3.5.1) 

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
 

Note: Unless otherwise noted, all Chapter references cited herein pertain to
 
HmIbook )I.
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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 an0 the AID Export
 

Opportunities Bulletin. The Project Officer should provide copies of these
 

sample notices to the Contracting Agency for use in prepaling the advertise

ment.
 

4. 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.
 

S. 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 conditions 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 above 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 IF1B, 
 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 IEB is
 
provided to all firms that responded to the IFB advertisement, and to such
 
other firms as the Contracting Agency may care to solicit.
 

6. 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.
 

7. 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. 
In 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 D to this Guidebook.
 

AID authorizes three methods of payment for the host country contracts it 

finances: direct reimbursement by AID to the host governnient; 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 advahce
 

or progress payments before the equipment is procured. For equipment that
 

is custom-made or is of a type not normally 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. Bonds and Guaranties (Chapter 3,3.9) 

Bid and performance bonds or guaranties are used in contracts for equipment 
and materials to protect the Contracting Agency against the prenature 
withdrawal of bids and against the failure of the contractor to perfoum. A 
payment bond or guaranty secures payment to all persons supplying labor and 
material for performance 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 should be placed in the official project file.
 

The above cited reference provides additional information with regard to
 

bonds and guaranties.
 

10. 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 than 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 
responsible bidder, based on an evaluation of the bids if factors other
 

than price were considered.
 

11. 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 procedures 
leading to the proposed award. In any event, in order to avoid possible 
misunderstandings, it is recanmended that the proposed award be suhnitted 
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.
 



-77-


Reviewing officials should always includo 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, whi.ch is signed by
 

the Mission Director (or his designee) and which, among other things,
 

demonstrates that the contract was awarded in P-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 memoiandum.)
 

If,on the other hand, the Project Officer 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 31). 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 signee contract,
 
as well as any amendments, is placed in the con'tract monitoring file
 
maintained by the Project Officer.
 

IfAID/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.
 

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 source 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.
 

2. 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
 

BI 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 conjuncti,,n 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, anJ 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. Ingeneral, 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.
 

2. 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 iri connection with
 
the advertising of the IFB. 
 Chapter 3, 2.3.2 explains the provision for
 
waivers of the advertising requirement.
 

Where an RFQ 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)
 

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 firms requesting
 

it, and to such other firms as the Contracting Agency wishes to solicit.
 

Ifprequalification 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.
 

4. 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 availability 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 estimated to cost from $25,000 to
 

$100,000 must be advertised in the AID Procurement Informazion 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 hapter 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 i', ,.:ency'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
 

(NIRACT IMPL4IENTATION 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.
 

Interms 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:
 

@ analysis of the host country's procurement capabilities
 

* project procurement plan
 

* monitoring plan
 

o 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, reportiig, 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,
 
Hndbook 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 moc,.ods and mechanisms. Among the more widely used are the
 

following:
 

* 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;
 

* 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.);
 

o assuring that required financing arrangements are made, analyzing

disbursements against planned expenditures, and approving contractor
 
payment vouchers;
 

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

o 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;
 

o assuring that required contract audits are made, and that corrective
 
actions are taken where necessary; and
 

o 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.
 

Project Officers should be thoroughly conversant with Chapter 11, "Project
 

Monitoring", of Handbook 3 whicl 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 lE 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 0 and N,
 

Chapter VII, of this Guidebook.
 

B. 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 attitude, that he recognizes the responsibilites of
 

the former, as a principal to the contract, and the special nature of its
 

contractual relationships with the contractor. To th. 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 Contractiiig 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.
 

C. 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 'tress 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.
 

D. 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
 
official 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:
 

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

e 	verify that the contractor clearly understaiids 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
 

e 	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 isparticularly 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
 



of purposes, by alerting and enlisting the assistance of other Mission offi
cals regarding specific problems (e.g. the Controller in the case of payment 
problems), by providing a useful folow, up reminder of further actions
 
required, and by documenting tihe 
 Mission files for future reference. 

F. Coi iod i ty Procurement 

A host country contract for services (whether technical/professional or 
construction services) muay also authorize the contractor to procure project
related commodities (e.g., laboratory equipment; vehicles; generators; etc.). 
(lapters IV and V of the (Widebook should be consulted for guidance relating 
to services contracts, which are on a fixed price basis includeand which a 
commodity plocureien t comp.cnent. (hapter VI provi dies guidance relating to 
services contracts which are on a cost reimbursable basis and also include a 
commod i ty procureintcll component. 

ill other cases, a host country may contract separately for project-related 
commodi ties, particul'ly where specialized -quipment is required or where the 
volume and value of the commodity component of a project warrants such treat
ment. Such host coun' 7, commodity procurement is subject to the i'ules and 
procedures set in VI theforth Chapter of Guidebook. 

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

In its own interests, the Con tractilig Agency should assure that the procure
ment of needed comnioditices is undertaken expeditiously, in conformance with 
the terms of the related centiract, and that deliveries are made on schedule. 
To the e'xtent nicessarvY, the Project Officer should assist the O(ntracting
 
Ag ik ng precuremenit teporti ig
lncy,lopiI a schedule, ml:ncholwisms, and a
 
won itor in," c(.eklist for thlese purposes. "iis clieck, ist should include all
 
detai l s ' I, vant to each procirement tranisactioi -- such as shipping and 
inland t Iari% or-t , ion to the work sit e; inispect ioni and testing; customs 



clearances; storage and warehousing; documentation; etc. -- to facilitate the 

!monitoring process. Useful guidance in this respect will be found in Appendix 

IIE (SpeciFic onitoring RNspnsibilities) of Chapter 11, ltandbook 3. 

The iKoject Officer will be part icularl.; concerned tlhat such AID-fiianced 

t)I'1CIIImint C)ilpl ies wii th the sI ec ific AID requirements applicable to commodity 

trFansac i no;, SuCcas soilivu atii origin, commodity eligibility, marking, and 

trans)o(t tion svr.vic(-s. lue se re-qu Iryement s Thoul d of cotuse have been 

ic orprated in the related hoInst country contract, as required by the 

provisions of landbook 1. 

Ac tual arrival, clearance through customs, and proper utilization of such 

commodi ties should al so be verified by the Project Officer (luring the course
 

of h s site visits a d periodic ruviews of the procurement and shipping 

documien t s pro)vi eld to t he (iotracting Agenc, by the contractor. 

G. Parti c]in Ra ining serv ices 

tbst country contracts for professional and technical services frequently 

reuqir-eF tie contrac tor to train, or arrange the training of, country nationals 

.inFroj.ject-rela ted activities (e.g. in the operation and maintenance of equip

mnii; in health administrat ion methods; etc.). 

Whenevern the ConLtractor provides participant training in the Jnited States or 

in a ihi rd couln trv, the co rtiaCtor is requiired to subm it a special report to 

both the Contract ing Agecy and the All) Office of International irahning, 

pursuant to Sec tion 4 .3.1d of (hapter 1, -bandbook 11. The ro juct Officer 

should assure that the contr.ac.or complies with this requirement. 

AJ though no ,ecil .port is ruqujied in those cilcumns taices where the 

ronlractnr provid,-s tyaining in the host country i tself under the terms of the 

cont.rac:, the dettai is of such na bd included in the Lontractor'strainng ,.should 

]er~iodi pcogrs, r:npots. H- aulal' of its. deVelo.mwtr. Sinl iinlaict, the Pro-

JE(!. ifficcr W-,ould l OWi thm adtiimCy anud (M ecti ness of SL traiilling 

http:contr.ac.or


during the course ot his contract morritoring. 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. 

fl. Contrc tor ,(011 t i cal Support 

Ie logistical support of contractors is a troublesome implementation problem 
in many 0contlir, particularly in Africa. As a generail policy, host country 

contractors aiv expected to be aOministratively and logistically self

supporting to Soe maximum practicable extent, with the host country providing 

only such Sulp.port services as are speccif id in the related contract. AID 

Missionis are not staffed to provide sup~port to hos. country contractors, nor 
should they be, a lthiou gh in some part icularly d i [ficult country si tuations the 

Mission [)i rector r:ay aulthorize the provision of limited support services in 

some areas (eg. emergency 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 consequences. Additional 

contract costs may be incurred, the work of the contractor unnecessarily 

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

The Project Officer should Le alert to these considerations, particularly 

during the mobilization phase of the contractor's operations. Whether to be 

provided by the contractor itself or by the host country, support services -
such as housirng, rtustomts clearance, visas, internal transportation, duty free 

privileges, office space And equipment, access to medical facilities, etc. -

should he asstirp.d and availal as needed. 

Where the host country is delin,.quent in supporting the contractor as required 

by the terms of t h, related contract (or Project Agreement), the Project 

Officer shouJldl ,vi th, matter promiptly kith the Contracting Agency,
 
tressi,ig tIh i( mporila te of prompt reso[lui ion of the problem and the cost
 

ilplicatior is terui4. If the Contracting Agency fails to rectify the
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situation, the Project Officer should then report the facts to the lission
 

Director for such action as the latter considers appropriate under the
 

cirCUIIStance :.
 

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

logistical support of contractors.
 

I. Financial Arrangements and Mfethods of Payment 

As noted in Chapter Ill of the Guidebook, all host country contracts include 

appropriate provisins relating to methods of payment (e.g., direct reimburse

ment; letters of commitment; etc) and the docuientation required for payments 

to the contractor. 

During 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 

Mfission controller (or his staff) in advising the Contracting Agency or the 

contractor cn surl matters. 

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

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

J. 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 

(ocLmenitation) submitted by a contractor for payment pursuant to the terms of 

the contract. Iis responsibility stems from the fact that the Project Officer 

is the AI) efficial who is most comp]letely and currently inforned about the 

progress , prolems, a id a(comp isi imen ts of the contractor. Iie is thus the 
logical U.S. official. to acknoilledge that the services and/or commodities 

covered by a con trac tor's vouchers have in fact been satisfactorily delivered. 

Iiis approval of such vouchers not only helps assure that All)'s interests are 
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adequately protected in financing specific transactions, but as necessary can
 
also serwe as a useful means of influencing corrective action in the event of 
significant deficioncies in a contractor's performance 

The administrative approval of vouchers by the Project Officer in the form 
of prescri bed certifications -- is supplementary to the normal U.S. Governiment 
requlreeLt for the financial 
Y-ertification of all payment vouchers by an
 
an thorized U.S. certifying officer (normally 
the tontroller or a member of his
 
staff in the AID Missiol). 
 It is also additiolial to such certifications as
 
may be required from the host country Con tracting Agency -- c.g. as specified 
in Sections 3.0.5.1. et seq. in Chapter 1, 
Handbook 11 -- which vary depending
 
upon the paymel nt documentat ion requiremefnts of the contract.
 

If for some valid reason the Project Officer feels it necessary to with-hold
 
adminis t:rative approval of a contractor's voucher, he should do so 
only after
 
consultation with the Mission controller and legal advisor, and where
 
appropriate with the Mission senior officer most familiar with the project.
 
he problem should also he reviewed i nformally with both the Contracting
 

Agency and the contractor belfore 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 liade on other itemiisthe of expenditure included in the voucher. 

It should be noted that certain types of vouchers are exempted from the
 
requirement for administrative approval by the P'roject Officer. 
These are 
vouchers for payments made l)ursuant to an AID letter ot commlitment to a bank 
or for payments for the procurement of equipment and materials. In this 
respect, refer to Apendix F of the Guidebook which includes Circular Telegram 

State 286125 of November 2, 1979. 

Further goidance relating to the administrative approval of contractor 
vouchers (inclu ding variations in the text of the Project Officer's approval 
statenol appl icable to differi ng ci rc stances) will be found in Chapter 31-1 

of indbook 19, Financial Management. 
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K. Waivers 

Under ideal circumstances, the need for waivers of AID rules applicable to the 

precurement of. services or commodities should have been anticipated during the 

project development cycle, or at the latest during the contract negotiation 

and aplroval vros':s. !Freqtu(:itl however, as a contractor proceeds with its 

t hc of contract, one morework fo ilowi,no on a host country a waiver of or 

Aft rlul s .aY ,come iecessary. It should be remembered that waivers are 

cxcept io,.5 to he rules, requiring substantial justification, and are not 

granted as "amatter of ro!tLine. 

tTeparing and justifying waiver requests where the need arises in the imple

mentation of a contract is an important responsibility of the Project Ogficer. 

Si Cre a t. this stage work utd.kr the coptract may be well under way, prompt 

action is reqt ired to minimize Frustrating and possible costly delays. 

Tle Project officer is expected to be reasonably familiar with AID's basic 

procurement policies in landbook 1, Supplement B, and with the waiver provi

sions of 111andbook 11 wlilch apply to specific contracting circumstances (such 

as waiving compel ition in the procurement of services pursuant to Chapter 1, 

2.4.2, of the same Handbook). .'LxpCrience indicates that most waiver requests 

yi s, from AID's rationality, source, and origin requirements. "hese and 

other AID procurement rules, together with their related waiver authorities 

and l ii ations -- applicable to host country contracts for technical and 

professioial services, construction services, and commodities -- are set forth 

in the relevant (hapters of lindbook 11. 

The Pro ject Officer should also refer to Chapters IV, V, and VI of this 

Chidelook alnd the relevant sections therein which deal with the specific 

procur(um,.o ru les and waivers by type of contract. As in other aspects of his 

monitoring05, t i on, the lProj ect. Off icer should of course seek the assistance 

of otheru N, ion fficrs (e.g. legal advisor, engineer, commodity specialist, 

cortrt-olivr) ii ms ideijrig t]w va idi ty tofwaivet r.que. Is and in doculentilg 

tlf I , ""pr). it ib ge iwi ll advisable to clear sluchil I'i(qlulsts in every case 

with :.e lvgal advi r, particularly where interpretation of an AID rule 

s teliuiii rglom aj S tt utory Ire i t i r mulit. may he neCe <sLary. 



Appendix I, 'Waivers In a Nutshell," provides a summary tabulation of basic 

waiver authorities, as well as some helpful hints relating to the preparation 

of waiver requests. 

L. Contract lxtension.s and Amendments 

Ihe dyriamics of project operations overseas frequently necessitate extensions 

or amendments o host coun try contracts. Action to effect such changes in the 

contract reqi res the agreement of both the Contracting Agency and the 

contractor, and generally speaking, the prior approval of the AID Mission. 

!lost country con tracts should contain a provision specifying the kinds of 

amendments ru.quiring AID prior approval. As a minimum, any amendments whic h 

incr-ease thlie tt of the contract or extend its completion date, however, 

should be approv(ed by AID. The Project Officer should normally be aware of 

the potent ial e,: to amend or extend any contract is bya I he monitoring, virtue 

of his Fam iliari l with the circumstances anid the status of the work. t-k' 

should apprils',, iss i l managenent promptly of this eventuali ty, part icularlv 

where additional conLract costs may be likely, or whore the completion date 

of the contract may rcqu ir a significant extension affecting the overall 

targets of the rela ted project. 

Ie should also review the situation with the Contracting Agency and assist the 

latter in detcmining the validity of proposed extensions or amendments. His 

ipticipation in tis ptncess should facilinate action by the Mission on such 

changes, as arnd wh en submitted to All) for approval. 

When a Projec t Officer is considering proposed extensions of a host country 

contract , he srhould check to ensure that the related project's terminal 

dishursemeit date and the t rmina] dates for request s of let ters of 

commi tme ! , as w I as the project agreement completion date, perri t the. 

finau ing of thle contracL extension and tLie work to ho acermi, lished thereunder. 

Where a ( (mUlt or alrits the l',Oject Oii 4iwK , tlwn Vl r n 'm u,'r el.i af' 


a mendment, u tnder IIo circ umstances should the contractor be led to believc that 

AID will approve the changes. lInformal commitments, explicit or implied, to 



this effect must be scrupulously avoided. Tle 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 cousider

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, please note, for example, Handbook 11,
 
Chapter 1, 4.3.25 and '1.3.26 relating to change orders and amendments ii. 
contracts for technical or professional services. Please see also similar 
provisions in (Japters 2 and 3 of Htandbook 11. 

M Contractor Reports 

Effective ijonitoring systems demand the timely receipt and analysis of 
rclevant contract status information. Normally, under the provisions of the 
Project Ag'reemllnt (and related and terms of countryP Is) the host contracts, 
bot1h tle host count ry and the contractor are reI'lired to submit progress, 
financia1, shippirg, anid 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.
 

Niaximum 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 just i fy them for essential Imonitoring purposes.
 

To aissure the avai labi Ii ty of (onltrac tor reports, the Project Offi cJr should 
make arrangemernts with the Coitracting Agency or with the contractor to receive 
rotlt inel v top ic(s of al I reports wich the con tractor is required to submit to 
the (on1tract irig Agncy. !lt)Ori reccilpt of each report, the Project officer 
bhould revi .I,the d (, imeit for its adequacy and responsiveness, particularly 
its re.lat innship t" planned targets or benchmarks and its identification of
 
potenitial lorblems likely to impiede the work ui the contractcr.
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Wh'ere 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 ano courses of action to resolve the problems should be 

suggested by the Project Officer. 

Where the significance of o,problem warrants, the Project Officer should record 

his concerns in a memoranum 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 AID considers the matter of some
 
importance, and expects that appropriate corrective action will be taken
 

prompt I y.
 

N. Site Visits and inspections 

Aiiopg th. more productive methods of contract 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 enable the Project 

Officer to obtaini first-hani impressions of the contractor's progress and to 

identify incipi en t problems wihich mray adversely affect the contractor's 

perfo'maav uinless remedied. 

For reai,ons noted earlier, site visits by the Project Officer should be 

arranged in con juntion with the responsible officials of the Contracting 

Agency. Ideally, the scheduling of such joint inspections should be developed 

in advance by !he (ontracting Agency, and the Project Officer should encourage 

and assist it in this effort. 

The frequenrcy of site visits obviously depends upon a number of variables, 

such as the scope, complexity, and term of the contract; the urgency of 

out stinding (ssus)r problems; the availability of travel funds; and other 

deriiids iimn the ime (ift the officials of the (Jon'"actirig Agency and the 

Pro jec t Qfiti . A.n a general aplrwoach, site visits should be so scheduled as 

with ,'st imated 


requir('d iuder the JirovisioiS Of the contract.
 

to coincide lthe completion dates of major events or activities 



Normally, the contractor should be notif.ied in advance of a proposed site visit 
to iiinI 51m.eces(sl. of assure the availabilityize interruption the work and to 

of kkL- sa-' fanailii wi h the substantive and technical aspects or the con
tiac t . Mcrely. kloming tia such site visits are contemlplated serves to keep 

the con trac .or "on his toes' and provides additional incentive to mneet pro

j (2 t:e a rv, s tid;!dead tii es. 

ihie.e ay,[1w i EII.Jes Where the Project Officer feels it necessary to make a 
stte, visit, hti t, a joint Lotracting gency/Project Officer inspection 

1a1,1v t . , 1I&a ie 15:hie tiinder these circumstances, the Project 
, er( J))(IoI. d f ,i iral advise the Wi-itract ing Agency in advance of his inten

tijoon tL vst ,ork sit : a (rd(jr -ieto avoid any appearance of unilateral 

mollit ()I i fig oI us rqlEatjicn ,of tfie (Loutractiig Agency ''s ovesl'Sight fluinctioI s. 

~hether a s it. vis;it is coud cterd joi nt ,y or by the Project Officer unitatei

a I , s a- p h-i g ('ach Ieu should prepare a Sulfhla1y, s An es tol(0I) visit 

report hi ,! II i t i ig His w:,erxat iols ar d find trigs for internal i ssion manage
fleilt atl I e ! JilYr)(Ii.s. a of should be maderif It; n Norm1,i!lV, Lop1V this reporL 

,aiI bl) tV i ' St r:, t ig .enc',. Appendix C provides a sample format for 

) ( ,.rs i, ri g Sit, to mee:t 
Missioil malmg(m ii t[I i eds. 'his,is a diI:i I-purpose forma t whhich can be used for 

ie I,>, PlroITIet f !i pr".pa a Visit Report internal 

eI t-hen a Ieriod i llot ract Sta tus or a Sit( Visit Report, modified or adapted 
:IS !l f'SSln t() t lltia II(e arld J.i rc ins talcCes of the specific host coum)try con

tract(.,) be i g nonitored. 

0opies of each SitL Visit Report should be made available to the Mission 
officers colicerrifed a ld to the contract file maintained by the Project Officer. 

0. Project Officer Cotract z 'mtus Reports 

As requi red by the Mi ssion hi rector or as circumstances otherwise dictate, the 
Project Mff i l- is reSpoisi h,,e for the preparation and submission of periodic 
uep.rts5 o thw ifllIer .t iol status of eati coi;ic bcing monitorco. 'These 
reports shlmiI desi ibe trief1thepogress achi(eed by te co:ltrac (.r againstbh., , 

tW .Schi eduri s of [l 'I,(.h lia iks selt fo rtl i iii the cont ract, actual versus p1arn.d 



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 tLhse reports intended for internal AID use, the Project Officer 

should diaw upon (Cntracting Agency and contractor progress and financial 

reports, prior .site visits if any, and his own independent analyse; and 

conclusions. IN primary objective is to provide the Mission Director and 

Mission manageme;nt with a frank and objective assessment of the contract's 

current staits, as well as identifying significant problems and courses of 
actMi neededL to facil i tate the timely and cost effective completion of the 

contract. 

Appendix G provides a sample format for use by Project Officers in preparing
 

periodic (ntiract Status Reports to meet internal Mission management and 

information npds. As noted earlier, this is a dual- purpose format designed 

to be used for enthor p-riodic contract status or site visit reports. Intended 

as a guidh- oly, tie omaLt may be modified and adapted as the Project Officer 

sees fit tU hfl'c the circuMstances applicable to the specific host country 

contrac ts heig oeiitored. Copies of each Contract Status Report should be 

made available t)tle Mission officers concerned and to the contract file main

tai nd by the ro joct Officer. 

P. Pro.5c (fticer Spec i a l Reports 

From tim t time, special ad hoc reports may be required regarding a host 

country contn:act for purposes of the Congressional Presentation, public 

infor iation vequire u.mits, All) management, or for other reasons. It is the 

responsit ilit ot .1, Officer to prepare or
ltroject to coordinate the prepara

tion of b.ti(h reports, andL to assrc tleir submission on or before the deadline 

prescri bed. 

Q. Contract Moii toring File 

Tb facilitate his work, the Project Officer should establish and maintaio a 

file for each host country contract he is monitoring. Copies of all relevant 
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documents (project procurement plan; contract monitoring plan; related Project 
Agreement; project implementation letters; tce host country contract; finan-
cial, progress, shipping, and other reports; contract twendments or change ord
ers; letters; memos; cables; etc.) should be readily accessible in this file. 

It should be not-id that the contract monitoring file is in addition to the 
official project files which are maintained by the Mission in accordance with 
ftndbook 3, Cliapter 11. 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 -:ompletelydocumiented, current contract
 

monitoring file is important for several reasons. 
 'TIisfile (1)serves as a
 
basic tool for effective contract oversight, (2)facilitate-; 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.
 

Thbere 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 Officer leaves the post 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 mcnitoring of the contract upon his 

arri val. 

The Project Officer can also assist the process of strengthening the Agency's
 

"miemory" by' submitting a copy of any document in the contract file which he
 
believes reflects either noteworthy development accomplishments or major
 

problems of a potentially recurring nature to the AlD/W Office of Development 
Information arid Utilization and to the AID/W Project Officer. 

R. GWIr'sporldtuicce 

A the AI) focal point of contact with the Contracting Agency and the contrac
tor, the Project Officer will normally be the recipient of letters and memos 



from both, or from other sources, ielating 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 offlcer primarily responsible for the subject 

mattr concerned, lie should assure that a copy of all such correspondence is
 
incorporated in the contract monitoring file and the official contract file
 

maintained at the Mission level.
 

S. 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.
 

Dependir,2 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.
 

T. Disputes and ApLeais
 

f[st country contracts normally contain a provision (e.g. Chapter 1, 4.3.27,
 

of tlndbook 11) prescribing the procedure to be followed in the event of a
 
dispute between the contractor and the Contracting Agency. Resolving such
 

disputes by negotiated settlement between the parties, rather than through
 

formal arbitation, is of course nighly preferable.
 

Because of his role and All's recognized interest in the successful completion
 

of the cotract, the Project Officer may be asked, by either or both parties,
 
to assist inithe resolution of disagreemenmm ts. Ibis may occur even where the 

matter does not directly affect AID's rights or obligations, as for example a
 
dispute over compliance with technical. specit iations in the contract. Where
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the disagrec'rent does iI,( lwe an AID right or rule, such ls the application of 

All)' source/origin requi rements, the Project Officer can expect to be 

consijil t id as ei ther or both plart ies seek a solution. 

inder any of these circumstances, the Project Oft icer should discuss the 

fmt;.er with the MiS;ion le al advisor and enlist his counsel and assistance. 

I it is a"re ed -'tat I,is. I Iv( I if) the (IiSpUte would be appropriate orV l eIlt 

rieces.sa ry, he :;Lould filenl use his good offices to intfluence the parties -in 

settling the is:-,;Ie.as illf ormal1) as possible. In some cases, arranging to 

have the l.ega l advis)r participate in a discussion of the problem with the 

(;oriUtiracti., Agricy anid the ,-ontractor may be the most effective way of 

resol viniThe dCifficulU y. 

Servn0:i- as an ilpartial advisor and mediator in disputes is a difficult and 

iig,lr~ing role. R-terninifig vhei, how, and with whom to intervene, if at 

all, teperids large]'y upon the nature and gravity of the problem, the state of 

relations between the Contracting Agency and the contractor, and the judgment 

of tine Project Off icer. "Iie critical consideration is to do whatever is 

fca.; ihic& ;Ilid appl.pliate to 'Facilitate settlement of the issue without 

d;llaigirig Conitractlial relationships so that both the Contracting Agency and the 

can t'U proC'CI the work to bera ctor can with (lone. 

.lifoate eiueIi a nd {emedi es 

he country Agency the forliost (ontrracting has primary responsibility 

Ni liiriisteP ilrig tile. ontract and ensuring that the contractor perforis in 

(.C(Ord 1aice V;i th the t e'lI 0fo tl' contract. III tie eeIl t of contractor 

nioV-J,'PJ,)i'iljar~~l (:;ch ac5 failure ,'ith signil. jmnt ofas to comply provisions the 

eon ii , i,, r-ioh . i riquls y in ureeting prescribed deadlines), the 

,tct i rig iay cole,ider to or(lt a. mgriey uxercJsin ,gits cigl ts suspend the work 

urniliate thi, COlatraCt. 

, tlie,, dif[fi t k.iIi-cultstances, it is almost. inevitable that Life Project 

OfFi co-r will be" drwi into the matter. Although he may coiseJ ;In( assist tile 

0C[1rtact itig .1eie, as it reviews the per tormlam.ce -)Ithe con.trae .or and 

http:tormlam.ce
http:is:-,;Ie.as
http:rieces.sa
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considers its options, he should proceed 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 guidancc in Section T above relating to disputes would appear to be
 

equally appropriate to unfortunate situations of this nature.
 

V. Contract Audits b' Host Counti
 

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 cosL
 
reim)ursable basis in order to determine final overhead rates 
(as noted in
 

(Giidebook (hapter IV J2). 

The capability of 
the host country to conduct such audits -- using its own
 

audit facilities 
or qualiflied indepcadent 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 capability of the host country in the 
fi.iancial a ca , as described in Chapter 8, Section ASg, of tlndbook 19,
 

I i nanc i a klariage ent. 

Working ii lose collaboration with the Mission controller, the Project 

Officer should take such steps as are necessari to see that the host country
 

meets its responsibility for the conduct of such audits. 
 For follow up
 

purposes, the Project Officer (or controller) should maintain records,
 
part icilaiy n'o cost reimbursable contract s, indicating when contract audits 

should be mude aNd when ac(: lly completed. Where the host country fails to 

make or a rrani'e for sht adlits promptly, the, matter should be discussed with 

the (illtr¢ i1 i :\ lv. If after a reasonabl e period audit action has not 

) 'n IYke , ti' 'r ('Ct L Nt i cet shoul 6 report the del inquency to the MissonI j 


ciducr so that liw may review the issuie with appropriate officials ol the
 

host coolixrV
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lhere the Mission determines that suitable audit facilities are not available 

locally, the Project Officer should make arrangements through the AID Inspector 

Gneral for an audit either by AID or by the Defen,'e Contract Audit Agency.
 

Where an audit report discloses the need for corrective action, as for example 

the need to obtain refunds from a cotractor for overbilling, the Project 

Officer should assure that the required action is taken promptly by the 

ontracting Agency and that appropriate adjustments are made in the Mission 

financial and other records. 

W. Audits and Investigations by U.S. 

tFrom time to time, audits or investigations relating to host country contracts 

may be undertaken by representatives of the AID Inspector General, the General 

Accounting Offtie,, Corpressional Comittees or other U.S. Government Agencies. 

t ier, such audits or inv estigctions involve a host country contract which the 

Projcct Officc r is nonitorii g, he muist cooperate fully with these officials 

and assuYU Lheir ready access to all pertinent documen ts. 

Wheie the Project Officer feels that spccial circurmstances may warrant audit 

or investigative act ion by the AID Inspector General, he should promptly refer 

the matter to the Ni sion irector for his inforiation and for such further 

action as may ie necessalry-

The Project Officer also serves as the actiont officer in preparing the Mission 

commnts on any resultant audit or investigative report which may be issued. 

If the find isng s or recomnenda tions in such reports appear justi.fied, he should 

then arrange for, and coord inate, appropriate correctiv action to be taken by 

the Con LaIcAi ng Agrrwy, Lhe Alt,' Mission, or both as requi]red. 

Particular att(n ion should .'e given by the Project Officer to any investiga

tion Wichi rt 'wl s from a prot(st by an unsuccessfIl bidder. In the first 

instance, the Piojt,.V (Ificr should womptly infori ai I appropriate All) 

officials, includi thli or legal advisor. In cotlaboratione Mission regional 



with appropriate personnel (e.g., contract officer, engineer, controller), the 
Project Officer should review the protest with the Contracting Agency in order 
to ascertain the Facts ini the case and to arrive at a Mission position on the 

mlrits of the protest. 

If the protest has been addressed to the Contracting Agency, it should be 
acted upon )y the latter in accordance with its procedures established to 
handle bid Protests or contractor complaints. If the protest has been 
addressed to AID, however, a determination needs to be made whether AID)'s 
response should originato from the Mission or from All) Washington. 

Detpending upon 1lthe c i rcuimst ances, a determination ma/ also need to bc made by 
the Mission whethnr to advise the (ontracting Agency to proceed with the award 
or suspend it pending disposition of the bid protest. In making a determina

tion of this kird, a Mumbo r of factors need to be weighied. For example, is 

the 1)1o0e'st an a l legati(nI of a substantive or serious nature, such as alleged 

fav)ritJsm in itho biddi ng ')I award procedures? Or is the protest based on a 
technical inteorpretation of the bid specifications? another whatFor example, 

would be the effect of delayig ti related project by suspension of the
 
award , particIlarly where the award is of relatively small size and
 
significan(e? lhteso and other relevant factors need 
 to be considered as the 

Mission reviews the bi(l protest. 

X. Contract Closeout and Termination 

klost country contracts for services provide for their termination tinder vary
ing ci rcnums tant vs. For example, (iaptr I of ftandbook 11 notes the provisions 
iunde r whicli h (:ontracting Agency may terminate a contract for default or 
(Ociv&,niance (.Sections 1.3.33 and 4.3.3d respvctively ), or under which a con
tra, :Wr may term1Let the :ontract for nol-alyment (Section 4.3.35). Similar 

provisionis will he found in (liapters 2 anid 3 of i1lrd.ook 11. 

Contracts shotildl also be "clos(d out" an orderly fashion upolill satisfactory 
coiplet ion of the work by the conitractor. Final payment to the contractor 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, it is the reponsibility of the Project 

Officer to assure that termination or closeout of the contract is promptly 

effected in accordance with the terms of the contract, and that all AID rights 

and obligations have been properly satisfied. A copy of all relevant 

Coritracting Agency and contractor certifications should be obtained and filed 

in the contract monitoring file. 

P Evatluat ion ( ES )Ij!oect Summna rv 

As a corollary of his general responsibilities, the Project Officer is expected 

to prepare 'r to participate in the preparation of the "Project Naluation 

summarv' (p) whiclh assesses the project as a whole. The timing of project 

evaluations requiring a P1 is keyed to the approved project evaluation 

schedule. (hapter 12, Appundix 1i2A, of windbook 3 provides gui~dance with 

espOuct to Lhis requirenent. 

Given the critical role of contracts in project implementation, meaningful 

evaluations obviously must include some discussiun of each contract's 

relevance to, and impact upon, the related project's purposes and goals. As 

the contract nonitor, the Project Officer is the logical official to submit a 

general assessment of the quality and effectiveness of the contractor's work, 

for incorporation in the overall PES. 
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UNITED T7ATES IN7RNATIONAL DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

September 17, 1981 

THE ADMINISiRATOR 

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 your 
attention a new amendment to Handbook 33 (See attached Handbook 
Transmittal >.eworancum) concerning the roic of local national 
employees in A.I.D. Missions and offices. It is not my in
tention to write a personal transmitt-al message for every change 
in our Handbooks but it seems to me important to take this 
occasion to make a clear statement on the professional role of 
local national employees, as well as certain real limitations on
 
that role. 

Local national emnloVees are an invaluable asset to A.I.D. 's 
onerations around the world. They bring to their work not onlyexpertis:e i- -,r na-zicular fields but aso often acde;,er 
understand isr -ioc7al lancuage and culture than U.S. citizen 

,employees are i{ke.' to ac-7uire during their time at a parti
cular post. rEach of you has, I'm sure, dealt with and relied 
upon individual local national employees whose contribution to 
our work in develoDment ha- been extraordinary. it must be the 
policy of this Agency, witrin t e limitations indicated below,
to maximi-e the contribution of local national employees to our 

program and to enhance their sense of professional achievement
 
and dignity. 

There are certain real limitations built into our personnel 
system concerninc local national employees which it is not my 
purpose to mocifrv at the -resent time. First, of course, as a 
constititenr element of t'e U.S. country team, A.I.D. must abide 
by certain security recuirements. As Handbook 31 points out, 
local national .m1r.,.-- . nay not have access to classified 
material or to material containinq lo,.,alty or security infor
mation. Their actions s:e qovern.,' in all respects by local 
laws, inrlucLe,"mea X oI whch are not applicable to U.S. 

-.t on, maycitizeE eCd' 7dd~t oc 1 ) o,-loves not be 
placed in z-on Q 1 decls ion making on olicy issues,
of undr-t:,- i . rrsentaicn uncEions br.fore the 
CoO[era,, r-,..a, orr nvolvement, on a reoular basis in 
supervison oM U. < citi'ens. Finl, pay scales for local 

. _ on z,.c. conditions and may vary 
widely from those of their U.S. colleagues. 
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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 capable local employees from performing many functions
 
which they can and] should perform (which they, in fact, already

do perform on an informal basis in many Missions) and for which
 
they should receive appropriate recognition. For example, many
Missionf7 aound the world have for years, on an informal basis,
utili> ca'a, e losa! national employees as project managers or 
coordinators within their areas of competence. Such employees 
are often fully of carrying out such functions as site 
inspections, revi... of projeQ't schedules, trainins, and other 
comMunic:.tions with local counterpart officials, and admini
strati v, of vouche rs, orovided that these activities are 

carr.(.... servision of a division nief or other 
estoon , : U.S. ciina eo ee. Similar resionsibilities may

be entru oc31 emolovees Missionctec] 1o n !t onal .n program, 
r
administ .....,enneer ng and controll-r offices among others. 

It is E . Z-% iC o ,oever, who must retain oscision. making 
power on Dolicy issue and power of final approval of signi
ficant u-oject actions. 

I wish to make it quite clear that the prohibition on "repre.
sentation" b, local national employees does not extend to normal 
and signiiant tehnical contacts with officials of the coopera
ting oral or written communication with 
regard to 7.I.D. activities -r appropriate participation in 

- ,
meetinq b . n U.S. and host country officials on unclassified 
mat ers ical national emrplovees may not however, sign formal 
Impinent'- tion Letters or be assigned as Contract Officers. 

It is not my intention at the present time to modify the rule
 
against regular supervision of U.S. citizen employees by local 
nationa.1 eonlo're thoich the Agency will be giiing further 
thought to this iatter. Meanwile, however, the existing rule 
should not nl. interpreted so as to prohibit a local 

n-tona - 1 r x from calling meetings 
, 
.... or 

function:s or for which he or she has responsibility. 
In addition, cnri :irector or Division Chief finds that 
suToerv s on .'. by a loc3l national employee for a 
given peri... .•e,] ~ ~ th-e..be: t interest of t'he Mission and of 

involv:a. U.S. ct' '!ovees otherwise coordinating 

.... .,s on a d othe intern, 'uc ents should certainly be established. 

Finally, in ad.'it i t encouraging local national emplovees toass::ie rr.son ihi ity which corresons with their professional 
capacity, we shoul j )o ,nre to prov ide some masure of formal 
recognt, on of the functions which local national employees in 
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fact co-ry out. For example, Missions are encouraged, notwith
standi g the official title of the position occuoied by a local 
national e .r .uraoses or o personnel regist r, toove the 

allow the use of titles on office doors, business carcs, etc. 
which aLe ceanigf2 .ithin the local culture and which are 
helpful to local naIional by pnlo._cs vnicnIorovidinc status 
will allcw t:em to d.eal effectivelv with tneir counterpart : s, and 
perhaps, in the future, to seek employment elsewhere, if they so 
wish. 

The scope of functions outlined above for local national em
ployees is also arpcroo.iate for A.I.D. personal service con
tractors hired di_-c=!v y..T.D. including local national and 
third c on r . LCoes not to:.. : ap-ly host country

ci -' _e ce contrac-ors wnho, though they maybe 
A...D ... r ca.... roonsib.e to the cooperating 
govern. an in . capcty, may not function as employees
of an A. I D. IMi on 

As indionted above, many of the suggestions contained in this 
-
Messagr. ar alr CcC i " eentei on a informal basis. What 

I ;:ant to see now ' n effort on the art of all A.I. D. 
.Hissions -d.n Of...C: "-ae these arraQ- ce , en ts )art of official1 

policy for the fhae hor of the efficiency of the Asncv and or 
the sen-e of cand cro...sionl satisfaction 
of our local national em.ployees. 

H. Peter McPherson 

Attachment:
 
Handbook Transmittal Memorandum
 



HAN C300, TP.SMTTAL IEXRAtiUM 

MATERIAL ,.,.,D-- Handbook Circular, HB 31, Foreign National Personnel 

Pending the issuance of revisions to 3 FAI 122.4e, 926.2c(l) and (2), a Handbook 

31 Circular, obilties National EMloyees, is issuedf AID ForiArn. Service 

to clar fy and ela!,orate upon AIS policy regarding the role of Foreign Service
 

National cmployees, as well as local and third country national direct personal
 

service contractors.
 

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

revisicns to 3 FAM 922.4e, 926.2c(l) and (2). 
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AID E-tDnC)C-,CIRCULAR - HB 31 

Responsibilities of AiD Forei,7n Service National Em,1nvees 

Pending thb. issunnce of revisions to 3 FAM 922.4e, 926.2c(l) and (2), the 
following rhould b-- made available o all AID personnel overseas: 

1. New material which will be issued to follow i.vrindiately after the 
current 3 FSY, 922. e: 

Not%;ithstarding the above, it is the policy
of ATD to encourawe local national employees 
to assL:.,e as much professional resp.-.nsibility 
as they a'e capC.e of' handling and, within 
the conszxai.szz',..2 ,linin Section 922..J, to 
work in an at ,p---of full professicnal 
equality with U.S. citizen erm-yees. Eor example,
local national _:ie c _yf, under the super
vision of a divinl-a ahief orc,:-r responsible
U.S.citizen e;;Jryee, be cesi-za 'd asprocect 
managers or cooriintrrs for specific projects
within his or her area of crompetence. In such 
capacity, a local n-ional o-:.m1: ye ,may cnnduct 
site ..... , O f,:,,, 4 pzro .a, ch dul ii and0ot , e otc",r cc;1c. . -.. " .. - r" :ctc c._.ntz with ,-~r ,, r , , -.e n i ..c . . . . _-w 

- ' part offic' a t r ti,,,c re view':,....... 

of vouchers . .1. .r..p-nsibLliiesm be 
a.... e,:i oS in cther 
rnissio; divisiorns i: rin aLmrnistrative, program
office, c.,' rn!c., .. , s utec: to a .rnCriate 
supervision h7 d:... chiefs kr otner U.S. direct
hire ,-o-. -l 'r.c'.-r in, cut these functions,

local atn "./-es may no r in the
 
position cf .- -' , - e,;i nc-n.ns cv. r;atters,
 
official rer< ....- a in,-".

(includin7 rj n f T7:l:ae:,: n or
;,-ters) 
supervi r., r, ri l -, of U.S. citizen 
employee,. Thev - r,ay n.ot 1,. designated as 
contracting 'c-u -. 

This :uiddnce is c jaIly appliari local and 
third .r . :7"a direct service:s,,son, 
Cont ' act n,-. it aez nct applv t, t. cuntry
personal serv-lc r..ctors ",r,,. ,e"'n,: c-f legal 

-responnil:t tO O-cpratn,' Kr,vrn ft, may 
not fuction ;s ':'.aLovees of an AID m1ission. 

2. Paragrap s 3 PAM 925.2c(l) and (2) are being revised to read as 
follows: 
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(1)S'~vics ~ch "~'': s e-formed Umj~eir PSC 

Cus'L.0ciJ, hrusekeeinz,, m~jinten-n= , i.asportation, 
and ot~.e: - ' tp &-tivitie::s requirng sI1c or 
unski II,:d I;(T ilsn7 profe s inn:-,I , sut'-profer3siorf&L. 

and clrc; ir~'sC"Irccti~v r('-It'ed to the c,'ndLIC'; 
of projec-L arr1..~. CF s:nr-'n( ;h" hhSt 
ctluntry ;1tr a- ."m12$:S( : I±-'z1" activities 
which. do rot involve ' e e-c t ndi(,ated in (2), bel;ow. 

(2 &rvoc ~~N~ot , Under''kio EF r FSC 

Sc-rvices ,iich invol'.c clacs'ified rrnz-ferial, policy 
formuhlti-ti, -lparnini,, rcprcnscn;ation, or 
supe.-visi)n 04' Jirect-hire employe2es of the U.S. 
Gov err. erit 
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.XPPFiNDIX B 

ASSESSMENT OF IVST COUNTRY PROCURaIENT CAPABILITIES 

Section C, Chapter 11, 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 experience with the Contracting Agency: 

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

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

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

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

o 	 Is contracting for services or commodities a regular and continuing 
function of the Contracting Agency? 11. not, is the procurement to be 
undertaken likely to be a limited or isolated experience with little or no 
institutional. benefit warranting use of the host country contracting mode? 

* 	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? 

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

a Is the Agency experienced in international competitive bidding? Is it 
fami liar with cost reimbursement and time-rate contracts? Contracting for 
professional and technical services? Does it have sound procedures for 
dealing witli bid protests? 

o 	 Is tie Agency's general repltation favorable? Does its record indicate 
that it. functions with reasonable efficiency and responsiveness to 
schedules and deadlines? 

* 	Poes the Agency have a disputes and claims settement process whiclh is 
coils idered fair and equitable? D3oes it have adequate legal counse] 
availab]e lo it'Y 



,-2 

foes 
approve contractor vouchers, pay coitractors promptly, amend contracts, 
etc. without requiring the approval of other host country etities? If 
not, are such externa] approval requirements likely to delay or complicate 
the contract.ing pi ocess excessively? 

D the Agency have adequate authority to negotiate and award contracts, 

a Are the rel ocal laws, regulations, or practices governing host country 
procuirement which are significantly inconsistent with AID rules or which 
are likely to hamper seriotsly thc procrement process? If so, how 
specifica lly can these be reconciled or dealtt Witih? 

e Are Lhire 	 any imupediments -- legal, c"ILtural, administrat iV, or other -
make cii U.S.hi hllmay it diff i It for fi rms to compete? 

e Are qualifid( audit faciliti es available to the Contracting Agency to 
assure tlt contract.s are properly audited as iequired? 

SlWhat dI,liiaids are iulv to be made on AIDB Mission staff to instruct the 
Con t ra- t i ug Agency colIcern inlg A II) procurement rules and piocedures, and to 
prov vide guidance and assistance to it during the contracting process'.' 
D)es the iission have the staff resources to meet such demands? 
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COPY 

UNCLASSIFIED 	 OUTGOING
 

DEPARTMENT OF STATE 	 TELEGRAM 

Page 01 State 061620 	 5491 State 061620 

Info. 	 OCT-01 MED-03 L-03 AF-08 ARA-10 EA-09 EUR-12
 
NEA-10 IGA-02 SP-02 A-O1 SCSE-80 SCA-OI 032 R
 

DRAFTED BY SER/CH: HLDWELLEY: Prl 	 R 1909372 MAR 77
 
APPROVED BY SER/CN: HLDWELLFY FM SECSTATE WASH DC
 
A-DAA/SEP: SCTHOPNBURG DRAFT TO AID PRIN POSTSV
 
M/IED: GSROSE (DRAFT)
 
N/MED: WMWATSON, M.D., (DRAFT) UNCLAS STATE 061620
 
M/NED: ERHIGGS (DRAFT)
 
N/MED: EIiOUSTIN, 1,1.D., (DRAFT) AIDAC
 
L/M: IJRAHlSEY (DRAFT)
 
N/NED: SZWEIFEL, M.D., (DRAFT) E.O. 11652: N/A
 
L/1: GNALHBORG, (DRAFT)
 
L/M: HS[DURIiAN, (DRAFT)
 
AFR/EMS: J EMPLk (DRAFT)
 
SER/PN/PS: GSLIFRINMNFO ------------------ 1917523 011058 /42
 

SUBJECT: 	 AVAILABILIiY OF EMBASSY HEALTH ROOM FACILITIES AND MEDICAL SERVICES:
 
HOST COUNTRY CONTRACTS
 

1. 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 OR INSTITUTION.
 
OUR REVIEW HAS TAKEN INTO ACCOUNT:
 

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

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

* RECENT LEGISLATIVE AND OTHER CHANGES. 

2. STATE HAS DETERMINED THAI U.S. CITIZEN EMPLOYEES AND THEIR ELIGIBLE U.S.
 
CITIZEN DEPENDENTS UNDER AID-FINANCED HOST COUNTRY CONTRACTS MAY HAVE ACCESS
 
TO EMIBIASSY HEALTH ROOMS AND MEDICAL SERVICES UPON APPROVAL OF THE AMBASSADOR 
OR OTHER PRINCIPAL REPRESENTAFIVE OF THE U.S. IN THE AREA ON A POST-BY-POST
 
BASIS. THIS APPROVAL WIL B E EFFECTIVE FOR THE EMPLOYEE INCLUDING ELIGIBLE 
DEPENiLTS FOP FHE TERM OF PERFORMANCE OF ThE EMPLOYEE'S CONTRACT AT THE POST 
WIERLi_ ORI (.I IALEY APPROVLD. 

IN M\A IHG TlL D[TERNINATION FOR APPROVAL/DISAPPROVAL OF SUCH ACCESS THE
 
AM-;ASSADOR OP OTHER PRINCIPAL REPRESENTATIVE SHOULD CONSIDER:
 

a THE AVAILABILITY OF PRIVATE MEDICAL FACILITIES AND SERVICES IN THE AREA.
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SWIIETEi" TilE EXISTING lOGBASSY FACILITIES AND SERVICES CAN MEET THE 
NEED WITHOUT SERIOUS DILUTION OF CONTINUING HEALTH CARE TO ITS 
OFFICIAL CL_ ENTEIE 

o WHETHLiR IT ',ii U EL I' THL iSI INIEI.'LSTS OF TILE I.S. GOVERNMENT. 

3. 	 WHERE AID ISSIONS LLIEVE THAT THl NLLD EXISTS, THlY SHOULD ADDRESS AN 
ACTION iiEIG(J\NOU TO TiIL AMIBASSADOR OR I, NCI IPAl_ OFFICLR LISTING THE 
COILR AC1S A\NiD U.S . CITIZEN EMF[OYLLS AND ELIGIB!E DEPENDENTS SETTING FORTH 
TilE CAILUIPD-/NCE- JUSTIFY]1 THEEL) IM TEPS OF THE ABOVE. 1F THEAND 1i-
AlB[D LJILL) L FERINAION, WIlL KEEP CURRENIT THE I_]STING 
UPF I L)IV DUALS 11ADE ILIGIOLE BY ill) DECISION. THESE IIL EF TAKEN INTO ACCOUNT 
Iii DETERINkIIN A,'lILi'S Stit\RE OF JOINT ADIISTiATIVE SUPPORT FUNIDING. 

Ii.TiE STAT /iI tUVISIGNS FOR MEDICAL SERVVICES TO THE EI.MPLOYEES AND ELIGIBLE 
DLriPEN I F0) A DIPLCT ARE FORTH (C) OFIU 	01 CONTRACTS SET IN PARAGRAPH (2) 
APPEN'D I iS1 IF L AID PR"OCUREM.IENTI iEGULA\TIONS. THESE PROVISIONS SIHOULD 
ALSO APPI.Y U U.S. CITIZEN EMPLOYEES AND THEIR LIGIBLE U.S. CITIZEN 

EPLKD) (IlT UNDLDE AII-F1NANCEDL) HOST COUNTRY CONTRACTS WHETRE THE AMBASSADOR
 
HAS / UTIH M SICLSSARY DIT!tRMINATION.
 

5 . lii. IN51 ,,.H lAS G'LL PRiPARLED IN CONSULTATION WITTH STATE MED WHO HAVE 
COilCURi:',i-D Ii' I-S COITENTS. 
VANCE 

UNCLASSIFIED
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S CITIZE BUT IL IGIELE DEFENDENT'ARE IOSE 

DUTADTIZED TO A.CCrIPANITO POST IVITFCNTANY ADDED 

o 
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N'TIOABL I I. 

TEST 

3. YOU SHOULD hOTE ALSO THE REFL[HCE TO POST MEDICAL 

UNCLASS IFIED
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APPENDIX D 

MANDATORY CONTRACT PROV IS IONS 

The following provisions are required in AID-financed cont :acts because of United 

States covernment 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 sights ,;ouJd 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.
 

I. 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 construction
 

contracts the rules on nationality, source, and cargo preference are provided 

in Chapter 2, 2.5 and in Clause 74 of Attachment ?S. Similar information with 

regard to contracts for equipment and materials will be found in Chapter 3, 

2.6; 2.7; and- Cl:use 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.
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The restrictions on nationality do not apply to employees of contractor,3 or 
subcontractors, with the exception that all such employees must be citizens of 
countries includ-d in AID Geographic Code 935 or be non-United States citizens 
lawfully adwitted to permanent residence in the United States. 

rhe statutory cargo preference requirements are enforced on a prrject basis,
 
and not a contract basis. Thu-s, 
a host country is required to determine that
 
at least S0 percent of all tonnage used in 
a given project (including at least
 
S0 percent of gross freight revenues in the case of dry cargo liners) is
 
shipped on United States bottoms. Thc tonnage can be divided at the
 
discretion of the host country according to contracts implementing the project.
 

Haribook 15, Qiapter 7, also discusses cargo preference requirements,
 
including the procedures to be followed in the event of non-availability of
 

U.S. shipping. 

3. 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 not Rvail
able. When United States flag air carriers are not available, any Code 935 
fla*,, air carrier may be used. Verbatim wording concerning the unavailability 
of United SLatcs flag air carriers has been prescribed for each :ontracu. 
(ater 1, ,.a(l); pter 2 Attachment 2S, Clause 76; Chapter 3,Attachment 
3N, Clause 11.)
 

There is no statutory requirement for use of United States flag air carriers 
under loan-financed contracts. The restrictions governing the use of 
non-United States flag air carriers for such contracts are found inClapter 1, 
2.12. 4b; Chapter 2, 2.5.6b(3); and (iapter 3, 2.6.4.3c. 

,4.Worknen's iC"mDensaLion
 

: chi st- ;ur, contr:ict fiinanced by ofmeans AID grantan theor Economic 
1upport Hd f71:r-.1'i,, referred to as Security Supporting Assistance) must 

Pr")vite :or 'gerK:nen' :oInpensation as required by the Defense Base Act, 42 USC 
1~.' . 

http:2.6.4.3c
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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.-.2.2e(I, Chauter 3, . ..o.22a). - condition imposed by these 
blanket waivers is that the employees in cuestion be provided workmen's 

compensation coverage as required by local 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 SE/OC4/FSR, AID/Washington.
 

Employees 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, 4.3.4]e; Chapter 2, 4. .2.2ef2); Canter 3, 4.1.6.22b). 

5. 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 professional 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 theie forms the contractor or supplier certifies that he has complied
 

with the terms of the contract, and he makes specific representations with
 
regard to the nationality of services and source of commodities, price,
 
.paments, and commissions. These forms also include the commitment )f the
 

contractor *,:o maintain pertinent business records for a period of three years 
following the daite of Dayrneot, 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.) 
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. M.arking 

This clause applies only to contracts for construction services and for the 

procurement of equipment A :naterials. It i.s mandatory pursuant to a 

statutor. reyuirement that job sites and comnodities be identified to show 

- it tne source of Einancinq, is Ene AID program. 

If markiqA is i:npractical, this recpiiremer.c may be waived by the Regional 

;\_3 -id1a1t .Vimnirts2tr~ . ic ide Mission Director finds that marking would 

produce an alverqe local raazion, he may waive the requir ment. (Chapter 2, 

Attachment 23, Clause 73; Chapter 3, Attachment 3N, Clause 16) 

-'Host Co inrrv Taxes 

M'he u-, " tpwi n of AD funds and AID funded commodities and services from host 

councrv taxes is enrrl.. set forth in the bilateral agreement between AID 

and the host country. Each host country contract must contain a provision 

'.hich ,s ,_a.:ist.nt with this exempt ion. (Ciapter 1, 5.20; Ghapter 2, 

.\tatchmoeni Mo, Cl:iusu 79; Chapter 3, Attachment 3N, Clause 9) 

*3.j9.l ;Prt -univ 

if employees are to be recruited or employed in the United States by a profes

sional or technical services contractor, a clause must be included in the 

c.ontri.c wich provides that the contractor will not discriminate because of 

Pace, coMr, r.igioN, sex, or nacOnal origin in the recruitment or employment 

of such aetrsonrle1. (jhapcr 1, 5.39) In addition a firm incorporated or 
iegaLf; olarzize! in the Uniited States must certify prior to the award of a 

,n,-t ract [nar p r, ess-anal or inechnimal services that it is in compliance with 

inn equal cImpTiienL a' l igat ions ExecuLive Order 11246.tiobl under 

Where the h ider for a con .ruction services contract is incorporated or 

1eg2 ....2.,rn i e in the runied States, it must include a certification in its 

ender, which i included n he I. to the effect that the bidder is in 

complI . ance 'wink " T ]. ot rn t a oh Iiocii ons under Execut ivye Order 

11216. ,ham;,\tA t,.mtient .K) Frcher ef.erence to euai opportunity in 

the Conditions of Particu.l.ic .'rppicacion is not required. 

http:Particu.l.ic
http:a.:ist.nt
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,ai United -cires f irm supplying AID-f inanced equipment or materials must 
include in it> contract a cLause to the effect that it practices non-

Jiscriminar ion 1n i cs hi ring pol icir. in the United States, and that it
 

conp1i a s wi ; h 
 ins atquai iiovmq nt )pDo rtun it,. , ii ja t ions under 1ixecutive 
Order 11 I n,. (K"1.u, 19, A.L :t-achient.~ -N, (iarce r 3. 

9. Vesti u_, of A'itLniid Diversion Right:.: 

Fhis clauseo, which i5 applicable only to contracts for equipment and 
materials, perm:ts AID to take title to undelivered commodities and to direct
 

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

Clause 30J.
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APPENDIX F
 
WAIVERS 1N A NUTSHELL
 

Of all the operational documents which we prepare in A.I.D., 
none is more simple
 
to do propcrly than a waiver. But in practice waivers seem to cause more
 
problems, more rewrites and more Erustration than practically any other 
documon t. Remember that waivers are exceptions to the rules and that they 

require sound justification . They are not routinely granted. 

. Tell the addressee what rule he or she is being asked to waive and describe
 
the transaction in question. For example, 'you are being asked to waive
 
source/originH requirements for the purchase of 
 $0,000 dollars worth of Arabic
 
text books which are not available in the United States or the cooperating
country." Or "you are being asked to waive the requirements for competition
in the procuirement of techniical services in the amount of $75,000." 

2. Citc the handbook provision or delegation of authority under ..hich the 
off ici al n question is eipoe red co grant the waiver. For example, "you are 
authorized to waive source and origin for the procurement ot commodities 
pursuant to landboak I Supplement B Section 5b4d(2) for individual 
transactions up to $20,00G." It you have oifficulty finding your way through
delegations of authoritv or handbooks on these subjects, (GCor your regional
legal advisor will help. 

3. Tell the addressee which of the crtori a for waivers you are relying on in 
aak ng yoiur reIquest and JuotctLe relevant language. The handbooks indicate,
in each case, 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 auFoize, to waive geogralic eligibility if "the7ommodity is not 
available from countries included in the authorized geographic code." Placing
this language before the responsible otff icial will be a great help to him or
 
her. (Infortunately, however, this 
iswhere about 50% of the waivers stop. 
i re is ou: mlo(re '' i Ial step. 

4. Lxlai rhw our factual situation fits within the criterion you have 
selected. You cannot simply say, for example, that a particular waiver is 
"critical to the success of project objectiyes." 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 ex ist ing contract hars been exhausted, failure to grant this waiver will
requir,, the comtractor presently on the job to demobilize with a resulting six 
momth delav in project implementation." if the waiver is requested because of 
'impelling political considerations" describe those political considerations. 
A backi cab[le from tLhe Missions or a memorauidum from the State desk should be 
attached if possible. If you want a waiver of source, origin or nationality
 
on the ground that the item is not 
available from the authorized geographic
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code don' t just say that it is not available. Lxplain what you have done to 
reach that concicusion, e.g. despite advertising, no U.S. suppliers have 

ott-ued el ig igile& item111s orI 1U. i(ew of t'is request wi th SIR/COM indicates that 

th~is poihum ha,; ari sn in mny previous cases and that widgets are nOt 
[1dIa it knJi htil t1~J t ho it H at1. 

1111(1 (( ilt i'de.n, e te addressee of your waiver request 

mav ha ve i1n )(Li juidgl lmt otrii iouiviui(s., he or she ne(es an1 adeqaite record 

11l:0iL altiii 10 OH. I l itesllS 

nRewel r." It()';%it ,eF 11W1% 

ill N(II111, a Il(I) I( foail L &c iS I (JIVe I four listed 
' 


andVL (h1( I li.tvf' i ti~t I 

It) L' I- youi furtlher i n ptocessing ai vvr requests, pIlease niote ,at tached 

JJ ea,'2' see the accOlii])8II)iying TAla f or a sumiunarizatiop o: waiver authorities. 
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SAMlPLL 
'IlL ACTING A)MlNISIRATOR, NFACTION MIORANDUM FOR ASSISTANT 

FROM: NE/TEC1I, Lewis '. Reade 

Problem: A waiver of competition in the procurement of goods and services is
requested under the Central 'lhnisia Development Project (664-0312) to permit the 
procurement: of four (4) agricultural research items of 
a combined approximate

value of $100,000 (O.S.) from West Cerman and Austrian manufacturers for the

Dryldnd l.arming Systems Research subproject (661-0312.2).
 

D~iscussion: Oregon State Juniversit) (05U) requires four agricultural research
 
.1temts to carry out 
 its host country contract with the Government of Thnisia 
((M). lAch item is described in the GOT-OSU contract and is necessary for the
 
successful imp]emen tation of the Subproject. These include the !o.lowing:
 

(1) Ito Ojyord cone-type plot seeders - 2-10 rows equitpped with double dish 
openers and press wheels, 3-point attachment -- approximatel ) $17,000 each, 
manufactured by i ntersteiger in Austria; 

(2) One liege-type plot combine, - self-propelled 1-5 foot (1..5 m) -
approximate]y $25,000, produced by fklege 
in West Germany;
 

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

Al though comnpet i t i ve procurement was an ti cipated for these items, sol ici tat ions
 
by OSU, including an unsuccessful invitation for bius, disclosed that these items
 
were avai lable only from the above-listed Austrian and N'e:t Kerman manullac
t uirers. A I D/W 's own inquiries, conducted through SIXR/(U)M revealed
, a list, of
I[.8. suppliers which manufacture equipment similar, but not identical, thatto 

requested by OS. OS 's inquiries or 
these suppliers revealed that the U.S.
 
eqmiipmert was not suitable for the conditions of this project in Tunisia.
 

Irsuan to AI), iB] , Supp. 1, 12C4c, competition in the procuremient f goods and

servi es may be wai ved and a single-source negotiated contract nhl,ar,a by you

in consultation with thhe AA/',IR , if the value of the procuremen' does 
 not exceed 
Q 0o
, 000 . 

Under All), IfiH, Supp. B, 12C4c(l) (3), (incorporating 12C4c(l) (c), a waiver of 
competition for the procurement of these items is justified because special
design or operational requirements require a product available from only one
 
source.
 

Reccomm rl,i ation: Ilia t you waive competition in the procurement of the above
d1-s-ed-7T(,J goods and authorize single source negotiated contracts ther,,for, 



Isapprove:_ 

lDa t.ec 

IN~ essI I c Da t. _NT / I : . ,1)a1e
'. 1){;] 
NI .i!1)P : P IaIlatf _ _ __(I Datc 

NI M, T.IL ip' +ai )atc. 
I tA ( I ,N : .'J . I ,)flw l___ _, 1 


I)id t v: (;(./NE: I,.Ja ii igi aii NIAK.1 ci jaIi :paj 2/9/80:X28826 



ACTION PIC'I)ANI)UIM FOR TIHE AC°IING ASS ISTANT ADIIN1S'IRATOR, NL 

FI( ,: NLe/tLCI,Iewis P. Rea ,e 

I]ob lem: A sortiLworigiii waiver is icqucuStedi ier tho Cen trl l'tunisia
I lopmuntkI. Pio ject (6.1-0312 ) to purlii it the procuremen t of four (4) agri cuii Lura l 
rvst"ua Ir't'Ills of a combinied approxi nate Va]ue. of $100,000 (U.S.) I 'Olli West
(,'riian andl Auis t ri anr mlanufac tic'rs the ry.a)'. fi rmil n;ll
for ] iig Sys tems Nesac.lI
 
subpr.ject (004M--031,2. 2)
 

l"i.sIuis I)o, -tal Ii o: I,,lolJuniversity AiU) 1(qui es loIr ag riullltunral reseabch
 
ii-is t (arr-v 
()(tits host coUntty conitract with thile 0vcrlnment ol kiisia

(). Ilhe,, arF two () yjyrod con-type 1)lot seedrrs (approx imal.1y 
 17,000 each),
(oe !k't(-t >p', plot c(0bi le (a coximlattI) $25,,000) and one kge-type plot combIIineha vi,,s I.u (w;Oprc x imatel - $37, 000) het,I 5 u i ficat ionls Itor whtich ace duscri bud in

I he (A)' -1-T . ach
col laOUI rsea rt h i tert; is nlrcessa l ftu r lie siccessfuJ
 
initpo sub slfrto ccl.
ulr'at in OioF 

A I Ilt ,ho]i of i t(.ms hasproct .ieint t liest- allI: i ipa tead I rom U.,S. manuf.actturers,

stti icir lal ,I nclSutiigu'ssd i
)i i tall I i riui tation1 .or bids, disclosed 
that these i i' ;tnwe avai labl" oil v 1 Auis trianli antI West (rilIiII sources. 
AIl),,'Is iQ114 tis, conillucted throughi SI'./W ,i revealed a list of U.S.

utUpplie -i,t ih IlltI.i actil- (:q1ilplient simii la , but not idulti ical, (o that 
reqnuest td lv IM-. (,-IJ' i nquiries of these sIppiliers revealed that Lie U.S.eqtuipmllunt -- lin1= si itable for tliu, c(vilitons of thisi pro.ject in NTnisia. 

A waiver in tiis aOne is piemitlled under A.I.1b. lili , Snpt>. H, 514t2, because thec(t)Ilitl ie,-s ale not1 available flom ctlrjtries ilicinded ill dh authorized 
Vt( grapii (od. I t. auti.olityVto waive tie 5o111uic a origin requeilrments forl ins ui at-it, was dligat(l TheLo youl Lo A. I. B. ftc.lega tion of Authority 40. 

W' ima ted Oft ol lie pI(tttrl(,i)et , $100,0t00 (UJ.S.), does not t-xce(d your
auth)(rit', of1 ,$500)
,000.
 

1'(t ('1il(it illatda I Ion: y)u l i I taia exc luSion of piocurullt ioll Iree World 
to)lllilit u,- lu-" i I Ith le coo t'rat ing cItIlt.1')' alitd colntries Jicnc tlded ill (ode 941onll1(1 .i i,-:> l i'pdon at (ainiefit of tl.S. foreign policy object iyes vil1d
oh tj.v I (Jo 11li forigin assistalnce programit, thai you waive existilg source/
)ig2,in t'jlli i(ultI11s for th is pI'Cl.lllrve , andilia t you authorIz-t procurement FromGdon(. 899. soll|ton and originl. 
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Approve: 

Disapprove: 

Date: ____________________ 

(C1ea falces 

IN1I: .J. Kessletr DatLe 
NI 1,11): ,% Iaubeliblatt Date 
, I,:/ I. I;iiigjiia id]) e)j)* 

,I N,.NA: J. Illippa rd _ ate 
, 1, '1. Da LeIi N : looper 

I.A1 Fk: J. (Owens Pate 

Dri ter: GC/NE: 1lJJanigian:MAKirijan:paj:2/9/80:X28826 
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AID WAIVER AUIttORIFIES 
1OS] COUJ IY COhNACTS 

WAIVER 
 UANF1OOK 11 HANDBOOK 11 ItANUDBOOK lS
 

WaIir"Ur yVrOcurujo1nt_ cauii t/ljul ici iCC9 Wib; O-iuiioul uii ,4livur liiy by PIisidciit
 
+i Liu JHJ di reCt StipjOr tbilJlULIJ +
tiul fb tiul l. uJ;OCIr sci. 61-1(a) 

' 2 

.. +"J[)L~ . ~~ ~ ~ ~ _ ~[,, ~ ~ _ _+y... It -II!t..il ~~ ~ ~2t+,Jt I l. ~'< ~ ~ _u ~=i+Lt~ ~ ~~ _2_ _a!1A.IT I A . . .. . . . ... 1.. . 

6, 1t:r ut .r ir ji-ruval illAtIt'W fu piruCuruient urL sp,=etfic Prujuct Assist.: AA with
 
i;i:Iu I i - -cl!.-iLI L:- hnIjt, ri, orn. suybUCons
1 I, sorgi:tls, proOrgil redoinsibility in
 
rluu-. .. J+-
I I tIJl , [Oujsi, tubLLcCO, hides , cuttOil, vegetable oils, consult. ti( w/fFP & GC.
 
jrii uc] , fAtS
 

.c, Ikui ii;kt cUlIVI.OD IiES -- PRIOi AlTkIIOVAL RE PAI Y Sec. 4(l_i 

WJI'ci 
di prior approval in AI C/W w/respect to par'ity uf agrlcultural Waiver only by President
 
LuU&:kodIty to Le procui Ld. 
 under FA.A Sec. 614(a). m
 

AIVANI ES Sec. 15b 15113
Z 

Geographi c AA.
 

Waiver to conditions authorizing advance and progress paylients. - t i
 
--except wavrof
 

IrCasury Circ. 10/5 

to be sLbmlitted through 
AI/l conti ol le-

AF)VI RT ISING 

Requirlunt to publicize illthe CotiuTerce Business Daily and an AID
 
pub Iicat ion
 

J= 'Cuutperatin 9 Country Contracts" 

Al "lAY, SeL. 7E4
 

Wai-ur u. prior approval (and retroactive approval in appropriate Waiver by SER/CON
 
CoIsc:) or cia'ter reUl ire iilts
 

AIR IkA,-i lAIION Code authurizeJ Financing Ilinited S:(. 7C4J - 941 source but 

to US.-and-- op-ratiU Country air carriers:
 

viiver of limit to authorize use of air carriers In any Code 941 waiver by AA1SER with
 
Luuntry. 
 appropriate Geographic
 

Bureau.
 

http:cUlIVI.OD
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AA in consultation wIGC 
Ai oslainwG 
and SE-/CM, up to 
S00,000 

Hissicn Director:, up to 
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 .... AA
_: !P ____ __________ 

SIVElibIt r 
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LowI PHEIe 

Ilelyigble for AID finairciny. No waivers 
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METHODS OF PAYMENT AND DOCUMENTATION
 



APTNI) IX F 

MEITHODI)S OF PAYMENI ANID 1)O( IMEINTATION 

'le Mission controller has prm,ry respons 1i .i t)' for all matters relating to 
financial a rrangeeie,l l.s an i( ethods of pavrrIIl(eit , im luding procedures, forms, and 
other documentat ioh . lte iroje( t Oi-icur should consl t. w,'ith the controller on
 

a I1 (lle 't i OiS or ssIls u I a t iig to slt( 1) Illa tt 'S.
 

paymentI s e CO f01' 


espec ia y Iahr ca(,t(Id ,(ql ipieit. ;1rd Ia rgu cons trucL i on colrt rac ts (riobi I i zat ion
 

1-(' olldi i of 


Advance l, r Liliholi Z(1ld ind ei' I3lge (-Oil taCLS cUS toilI-liHa(Je 

costs) slfjjc t.o( l1 i t iolS set lort ill paragraph 1lJ)( )(b) State 
(alb I 2/.21 ......OF Octto e r 1977. A Copy of thu( latter is at tdul(ed IS 

Appendix F-( i) herelo. Thle 1tju. t Off icer should be awJare irthat iro otLher cash 
advzm.cu-; -rim All) aime wrmittttd under hrost (:ounlt:ry contracts. All,"s ability to 
a lithr iz as.c iI VhavCe" 1111(r C01r I)'ry yi() . 11 Colltrac tS is CtIre' t. under review. 

In conjurict i on wi tir the Mi ssion con trol ](,I. the Project Officer should discuss 

Col tracting. parties which of methodswith the ; the tLhree authorized of payment is 
to be specif ied in the contirat: direct reir: )ursement by All) to the host 
gove'rmeli ; direc t : t te of comnitment from All) to the contractor ; or letter of1 
c()r0iriiitl iriert tromr All) to a Jn it e(d States banking establi srment. 

Vie re Feasible AM11 pre fers that tihe direct. inct d of reimbursemrrent be use.d. Under 
the direct r-eiliburserrent rrre 1...d., tL;, host goVCrilnient pays tihe Contractor, ard sub
mits the reqired docrmentati of) supporting tire payment to the Miss ion, which, if 
all is ili order, ru illiburrsus t1ir lost goverlrrent. le Project Oft icer's adri iii 

t rat i v( a p)-O va I is r I payrferr t s und e r ne tiod . t(11 ired o,- a I11 maI de tIii s tfor i.: 
1lethod to 1w, ust] wit]llt ig (11a (ieli)t.IliICtor i iconvenience and (OlllplaiirtlS, the 

I I a ( tI 11 srriOOtrhIFction 

and pavyl.vnt proc(-dlrl.s. wI,t.h(,r the 1Poj;c t Officr can re(:omrerrd this paymrent 

lrost. governmielnt rmais i't i icr , ing doclriuelitat i oil review 

procmrur,, wi I I depend u1pon his assessrrent of.' tie coi.tract rng and administrative
)p; I I (di I f (,tI Iioo t )V(' 11rl1e It , ,itriii W Is i'et rred to i-nhda)ter I1C ol. tlris 

(j i(If,, ok 

Note: Unless otherwi-se noted, all (,apter references cited herein pertain to 
1-tndt_ 11. _ki 

http:advzm.cu


r(,iO(l f(, 


l(ttor of comiiiiitmlent Wlio, AM I" c mtractors is prlefrred to) the banik letter of
 

tlilllltlm lt , ( CejIt WIie e r i tJt. L i tl iiitatt wil1 It rduce a piofusion of
 

i iVc pes for small mo~l ts, t,,r.y crl ing for All) an administrative btiler:
 

wh (se5t. 1(0111( Ie lLh ol tra.sac t 


Micr1o the di l(ect F' ilhu uleT'it o.e (e is t 5 ile, IISe of the direct 

t'(I lI tO n s 1iilr lii ins. 0 

AID Nh ssictils aire all) lori :o to isste direct letters oF comiiijtmenit to contractors 

a.curdail ,(h I)th ot is hrvt(oirI in wi Sa (' tcable 286421 November, 1979, whichi attaclhed 

-I Appe id i x F i ) , ll~ih iat also isne'-uO direct lelt"us of (oillmil elt. iy means 

I- ',1!, Ith iISI tIII S1iNISCL lssu h(:(i)Lrau of )aylleltII Iiiii t i can t]le t promipt 


liti l IIl,' llli. i(i t (h N1,ss.nion of t(he rccluir ,d do( trilleit at ioll. I'lle hiost
 

in > Ieil Livit(iv alpp uv, te t liirt at ict
y(t'i limeII ' 'ird to aiid the iM b1fl-ore i 1i is 

.Ii,-I l;llilI(dI I()All '1l1)I ( ia(' t 5ho ulld wllo IV , ay ii ii , ti o'ft Lhe host,
 

ot t!lrllI a Ipo il ie(d lii Iltl " of da s IIi I It too applov 01 lo je C th e
 

! lt"" Ifi l i . It(, ac l takLn in lr -i l pe riod, tihe
I 1 no i i s It tlh' ( h Y ii( 

tlllf;1, ot[" should he autlhorizedl to submli t lis d(I iluluntat iorI diret ly Lo Lhe 

,IJdl+, iCi slieihI bll auitlhorizO.d )y the host govoriinel't to make payment. 

il(h, a 'IF'I i~ll)l I ili'del d 1(i0' it of coiimiitiiienit also r(qiiire the admlilist-rative 

l f theI ioJo (IcOfficr, exicpt Ior u(:llipllllt. and01 matecrials. (Please see 

.l ti(ble 2W NovlIiber , 1970, which is at tLached as Appendi x'', S ol hereto 

Wl ri il'r he direct mlethod(f reimbursement nor a direct, letter of 

10t11 111i(11 tio the coitracrtor appears f easile, then an All) letter of coiii ilmlel . 

It tli(Cd 'at.S banking estahl i shimet may hh used. A l All) leter of 

(eml [(li ll t_ t o "I ank iiiay he I ssJod ()i I byy AI ),iW . 'l.iis procedure permiLs tile
 

a;jLd, to issle or coifirltl a anlk lote of- rdit payable to I e (C()JltF~''.tor,
 

,lIhl;i l t to) w ohiT h i l Itai (tor av oltai in illlbUrs([tl thhllglouhii collmercill
 

inI,;a : iidkg th all o1 at I or prit'.s i igi tll( ru i roioI ( clllll tat ioion. hule lud(d in the 

do( I1111(11iita( l11(11 d e tIh' ((llIIra( Ifr's ilV(i) (1 5 wtlitl have b( en rIvivw(f ail al)rove(l 
I,. I (,I!Lost levl Ililllortl. II adiii ii ist iat iv(u alqlr val of the IrTojec t. Off icer is 

11 t 

.rid i a, il i ; d to i lh( i) IIlods, of piayely t will he I tmold ill(Mhatelr 1, .5.6; 

III I ;H '(1 loti lv'> 111( 11 1 d MfItier a bank leotte oi1)1 011111 tmilnt. Add iional 

tI t' .'., 3.6.,1; a nd (11apt r 3, 7.1). 
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[Wcumentat.ion requ irements vary somewhat, according Lo the kind of contract. 
 For 
professional and tpIlfical services coLt ra.t.s there are required a Voucher, 
(oritIactor's Invoice, (WnlIractor s Certificalt. anid Are(llelt , Borrowre1Gijiwet C(,S 
Cer il ication for I<eimb!ursement, (CerIi Uication of t-erformance for Payments Other 
han Final, ( rt if icat of Pc rfornance for Mal payment , and additional
 

diocuni IO[ ion for termIIatLion of claims. (Chapter 1, 3.6.5)
 

Contracts for conJStu'UcI i on services and for the )rOCLIfrClIent of1equipment and
 
mlat eri a i req ] of tihe above documentat ion, pl us evidence of shipment of


(f i re a 

any eqii p111(,nt, mra te ri a 5 o1r colnmod it ies during the period covered by the request 
for pammont. (hapter 2, 3.6.4.2 and Chapt-er 3, 2.10.3) 

Additional d(oclllmlelnt.a Ii01 of particular interest to the Project Officer is his 
admi nist rat i v. approva I ]isIh l s requi red for each payment, under a contract for 
professional oa tech nlictal servi(ces or) for construc ti on services, made pursuant, to 
dirwCt rimhuis mvnI o the, o rrower/grantee or pursuJt to a direct letter ofI l 

commitmI ent to 1hI,(0 ntractor. As noted aLove, tile Project Officer's 
admi nistrati ' , applXaI is not requi red for paylleltS liad(e pursuant to an AJID
 

Ltter of colllmitmoenI to aa 
 bankinhg establishmlent, 
nor ss it required in connection 
wi tl palqllls ."h tWuunder cont.racts For tWle piocurehl-ent of equipienlt an(i 

materials. ((ilapI er 1, 3.6.5.8 and Chapter 2, 3.6.d.2i) Please see also State 
cable 28042; whi(h is attached hereto as Appendix F-(iii). 

http:3.6.d.2i
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.O. 12065 N/A 


TAGS: 

SUBJECT: CAi iANAGE;,ENT PRCCEDURES 


REF: (A) STATE 139036; (B) AIDTO CiRC 


I. introduction 


his message provides prceduras Fo 

mlemen ton of AID' c-ash n-,en 


policy ,uidelines which qere a:-br,,ed 

the Ieruty administratr Dn 1ovem-

- 1978. The 

:3 e. - ES::achec" Ure 
._f i-nmm Ce .reVe eca1 . a' .r!

era, I'/, acolii) ble to a "- a,,cn-

aci vi :ies e;(C.ect as explaed n t-.n,e 
te:xt of the Drocedures. %and ocks 

Oe ,,'V4sed ,c i cor.0ra-.e r s.. 
requirements. _a n acemen: -c 
cure S Iar qlow,esc rbed but :ra1i 
obious and Se -e:<Dina -io 2i' 3s :n3 
of tIne 'tem have no: been re.1:e-i. 

-n r 1z rev e , 'lay 7, 
to includ.e a proviscn ,zu mcer
est chaross or cas:t ue Oayments no:
nz~-'crac zs, a - ..ee zs or 
covered 

other fcrmal arrangenents. Tnis addi

o cc n , --e en. or 

tional treasury recui remen. is inclided 
under Section 1I A (1) below. A copy 
of the TF., as amended will be mailed 
to all posts. 

I!. Procedures
 

A. Billings and Collections
 

(H) Timeliness, Charges for Late Pay
ments and Volume and Character of Col
lections -- Tne TFRI sections 6029.10, 
20, 30 are substantially self explana
tory. Bills for collection 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 in accordance with H.B. 13, 
Chapter 7.
 

In accordance with Section 3020.20 8,
 
initial bills for collection for 
amounts due AID, not covered by con
tracts, agreements or other formal pay
ment arrangements, will inform 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 fnr ayiments 
recei ied after the due date. Charges 
for lace payments will be at the rate 
of 3/4 of I peroen: (.0075) of the 
overdue payment for each 10-day period

21, procedures -or :oicn thereof that the payment is 
:o trecsur/ ISc a1 requi remenos ---.1 1 1 AID has deterlined that t,,4elayed. 
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adminiszrstive cost of enfo ring the 
collection of late c s exceeds the 
amount of such charges when t.e late 
charge amount is less than 25 dollars. 
Therefore, all bills for collection 

will inform the debtor that additional 

charges must be added to late payments, 

however, no action will be taken by AID 

to collect late charges assessed under 
the provisions of section 8020.20 A and
3 when the amount of such charges is 
less than 25 dollars. 

(2) Use of Treasury Financial Communi-

cations System (TFCS). A.D borrowers 

make interest and principal payments by 

(1) check mailed directly to the AID 

cashier in Washington; (2) electronic 
funds transfer (EFT), or (3) check 
mailed to the federal reserve bank of 
New York (FRB). The EFT payments are 
processed through the treasury finan-
cial communications system (TFCS). The 

use of EFT eliminates the quote float 
unquote (delayed credit) inherent in greater than 1/1O/ET 30. USAIDs 
bank processing of checks and results 
in immediate fund availability to the 
treasury. Posts and AID officials 

responsible for debt. service collec-
tions should urge borrowers now paying
by check to convert to EFT wherever 
feasible. 


B. Deposits 


Officers responsible for depositing

receipts shall assure that all receipts 
are deposited promptly in accordance 
with provisions of TFRM Section 8030. 
As noted in Section 8030.20, deposits 
should not be delayed pending process-
ing of related documents.
 

C. Disbursements 


(1) Timeliness of Disbursements. Sec-
tion 8040.20 establishes the acceptable 
method for determining payment due 
dates. Payment due dates for commodity
shipments are frequently established by
commercial practice so that, for exam-
ple, payments may be due a supplier on 
presentation of ocean bills of lading 

STATE 27321 9
 

rat ,,Ier than on arrival of gcods a
foreign aesznaton. F-1 wili eszac:p
 
int.rna adminisrative orocedu es-
schedule payments as closely as pos
sibie to due dates. USAIDs will also
 
develop procedures to assure that pay
ments approximately coincide with due
 
dates.
 

(2) Cash Discounts. In many instarca.z 
it is impraczical for AID to aie 
vantage of cash discounts offered &y 
suppliers; e.g., when U.S. supplier

invoices are processed for payment by 
USAIDs through USDOs at reg'-ina1 
finance centers. in other instanc-s it 
should be practical to take discounts 
through prompt processing of invoices. 
Accordingly, Fri internal administrative 
procedures for scheduling payments will 
incorporate procedures which will auto
matically take advantage of cash dis
counts as a matter of routine when the 
discount rate is equivalent to or 

should examine existing payment pro
cedures to assure that any discounts 
offered by suppliers are taken whenever 
possible.
 

(3) Late Payments. Government obliga
tions must be paid in a timely manner. 
FM will establish procedures to iden
tify late payments processed by AiD/W. 
USAIDs should develop procedures to 
assure timely payments and to identify 
late payment exceptions. Late payments
will be reported to AID/W (Fi) on 
request. Section 8040.50 satisfactor
ily identifies late payments within the 
treasury definition.
 

(4) Methods of Financing. AID use of 
the federal reserve letter of credit 
procedure is described in the following

quote cash advance unquote section of 
this message. Other common AID methods 
of financing include: (1) direct reim
bursements to borrowers and grantees, 
(2) direct letters of commitment to 
suppliers and subcontractors. (3) le
ters of commitment to U.S. banks, and 
(4) direct payments by AID pursuant to 
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Di -c_ rmDurscments- ATD en ctr '-, ,,nre imbu rses :hruih mr-,e . 
Dhe fhr paymentrs rurc. cn a,": ;n re_-urn.. -. _1,orrower/grantee made. 

,
This method of fina, cing ,gives ATD an reduce c aar- s ..
 
oooorcu Jty f.r filI review of the absoroed .1 j 7 : ,S. n /e

ransactD n befur - r r, .7,
A. 7Vd di-D .-


D rseBd . u ei1jD I- -- ' 
e :1.. 1 ," 
oro(uce : c:uaic.nj or ic'c:;-s

iect letter of co,mmitmen:: A7D snaiI amc;n:o. _n c- latter- insta-ce
 
. Z u - -_2,- of ccmi tment to e c.... t7 ,"'a a-,:, -

Su sD ar anid (cu3n traccrs and ma-i s o: -17 -: :, , a',-is-ra r-
paymencs .Jireccly t. them on -eceipt. of urcen iou I e-xc ed the rela-au oankin Q
invoices ind suppori" docuencaci n. ChargeS.
The di r'ct ,e ter of commiltment method 
permits AID to review documents before D. Cash Advances 
making payments and avoids bank charges

-
i,:urred thugh us of bank letters of (I) General -- Treasury regulations
corniLtent. 
 state that quote it is the responsibil

ity of agencies to monitor the cash
 
Bank letters of cornitment: The bank management Practices of their reciient
 
1etter of com itment method utilizes oganizations to ensure that federal
 
established connerti l banking channels cash is not maintained by them in
 to process payments to suppliers and excess of immediate disbursing needs,
 
contractors. The bank L./CCTM -,ethod of unquote. AID policy favors Payment

financing can be used for all dollar AID-financed recipients on che basis of 
prccurement of equipment, materials and goods delivered for services performed
services under project assistance and cr to cover costs already incurred by
is the usual method under comyodity Ihe recipien:. An exception to this 
imporT, orograms, except in the case of policy s- made for non-orofit 
large volume purchases mom a single organizations and host country govern
suppl ier. mental institutions, which are normally 

funded on an advance of funds basis. 
Direc:. Payments: Contracts, purchase Treasury regulations specify chat quote
orriers and grant agreements may include agenccies will establish such systems
language which provides for direct ody- and procedures as may be necessar -o 
ments by AID without additional commit.- assure that balances ar-e maintained 
ment documents. commensurate wi-h immediate disbursing 

needs, excess balances are promptly
Careful consideration should be given returned to the treasury, and, except
to the selection of the method of where contrary to law, inteest earned
 
financing covering any given procure- on federal funds by recipient organiza
ment action. The direct, letter of tions is promptly puid over to the 
comi tment method is particularly treasury unquote. Treasury ,as agreed
appropriaD e ard general iy preferable that cer-.ain quote mobilization adto ban, lett2rs o' com-i tmen- for vances unquote -may be made to .ost 
borrowr/l -gnteeservice type of con- Counxr/ contractors without regard -o
tract5, high bul'/ commodity shipments the quote immediate di.3bursing need s 
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unquote concept when certain conditions 
-avail. ATD concerning ad-

vances are described below, 

(2) Definitions of quote Advances un
quote and quote immediate Disbursing 
Needs unquote. Advances may be gener-
ally defined as payments made before 
delivery of goods and services. Pro-
gress payments made upon completion of 
work are not advances unless made in 
anticipation of future costs to be in-
curred by the recipient. if there is 
doubt in specific cases whether pay-
ments envisaged in IF~s or, in negozi
ated contracting, in a contractor's 
proposal are to be viewed as advances 
or progress payments, the office of 
financial management in AID/W should 
be consulted. The term quote 
immediate disbursing needs unquote 
when applied to FRLCs has been 
determined by treasury to be cash 
requirements for three days. Treasury 
tests compliance with this limitation 
by requiring agencies to obtain a 
report of daily cash balances from 
recipients of FRLCs for a test month 
selected by treasury. 

AID has been advised that the term 
quote immediate disbursing needs 
unquote, when applied to other methods 
of financing may be assumed to be cash 
requirements for as much as 30 days 
from the date the recipient receives 
the advance until it is expended. When 
successive advances are made, it may 
be necessary to provide an initial 
advance of somewhat more than 30 days 
to permit timely processing and dis-
bursement of successive monthly 
payments. The period of the issuance 
may extend for as long as 90 days in 
unusual instances when the AID mission 
or office has establ'ished that project 
implementation will be interrupted or 
impeded by applying the ten day guide-
line. AID expects that judgment will 
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be 3oolied by USAD controllers, con
-procauresoffIcers and others 4erar:raczing in 

minina the immediate disoursing needs 
OT specific recipient~s. 

(3) Advances to Non-profit Organiza
tions. Treasury regulations require 
that when AID has, or expects to have, 
a continuing relationship with a 
recipient organization for at least 
one year, involving annual payments 
aggregating at least 100,000 dollars, 
the agency shall use the federal 
reserve letter of credit (FRLC ) method. 

The use of FRLC must be covered by a 
clause in the grant, contract or other 
financing agreement whereby the reci
pient organization commits itself to 
(a) initiating cash drawdowns only when
 
actually needed for its disbursements, 
(b) timely reporting of cash disburse
ments and balances as required by AID 
and (c) the imposition of the same 
standards of timing and amount upon any 
secondary recipient orc.nizations. AID 
typically utilizes the FRLC procedure 
for payments to grant financed, non
profit organizations, but may also use 
the procedure for payments to profit
making organizations when all of the 
advance payment limitation requirements 
have been met as described in this mes
sage. AID does not repeat not use the 
FRLC procedure under loan agreements. 

Treasury has informed AID that the 
FRLC method of payment should not be 
used for local cost financing. There
fore, FRLCs will be used only for the 
U.S. dollar costs of projects and 
programs, and only the dollar portion 
of project and program costs should be 
used in determining whether grantees 
and contractors qual-ify for and are 
issued FRLCs. Local cost financing 
should be provided by direct, periodic 
local currency disbursements. Local 
currency advances should be limited to 
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7h1 minimum amount needec and zied 
,neet the immediate cash disbursemen-
requirements of the recipient in carry-
ing out the purposes of the approved 
project or program. 

AID does not favor concurrent use of 

FRLCs and direct periodic local cur-

rency disbursements when individual 

grants entail mixed (dollar/local cur-

rency) financing. N1hen such financing 

is m rovided, AID's prefererce is to
 
make direct disbursements in dollars 

and local currency. 


Advances may be made in accordance with 

plans submitted to AID by the recipient 

organization. Such plans should demon-

strate to AID's satisfaction that funds 

transferred to the organization will be 

promptly disbursed for approved project 

or program costs. The plans should be 

subject to periodic review and modifi-

cation, and the organization should
 
report regularly on the timeliness and 

propriety of fund utilization. Treas-

ury approval of the direct periodic
 
disbursement method for dollar costs of 

contracts and grants which include 

financing of dollar and local costs 

will be requested when AID's cash man-

agement procedures are submitted to 

treasury for review and comment. 


Because of the diversity of AID pro-

grams and projects, it is not possible 

to anticipate all requirements for ad-

vance payments to non-profit and inter-

national organizations and to describe 

appropriate variations in providing 

advances. FM will provide additional 

guidance for projects and programs 

which appear to require advance payment 

procedures substantially different than 

those described in this message. 


Advances to governments, assistance 

provided through special program 

grants to recipient governments may 

occasionally require advances for
 
purposes other than quote immediate 


T- 2732 

(acisbursemenz neeas unquote; e.g., pr
grams for budget supo'. Tdhen :1e 
'uroose of such a program is tid to 
and met by the advarce disbursemen: of 
funds, a dete,7i.inatlion may be made 
that the program purpose pr-cludes 
identification of immediate" disburse
ment needs. Program planning docu
ments should clearly etablish the
 
justification for providing such
 
advances.
 

Advances for purposes otter than immed
iate disbursing needs may also be made
 
to governments under the modifierdix
 
amount reimbursement procedure when it
 
has been determined that such advances
 
provide an essential incentive to
 
achieve acceptance of the procedure.
 
Mission controllers, project officers
 
and others should exercise prudent
 
judgment in determining the amount,
 
frequency and duration of far advances.
 

(4)Advances To Profit-making Organiza
tions.
 

(a)AID direct contracts. AID policy,
 
as set out in Chapter 15, H.B. 1 Sup
plement B, states that with respect to
 
direct AID contracts, quote advance
 
payments to profit-making organizations
 
should be authorized only if no other
 
means of adequate financing is avail
able to the contractor unquote. AID
 
expects that profit-making organiza
tions will finance direct AID contracts
 
with their own resources, or arrange to
 
obtain appropriate financing through
 
commercial channels. AID recognizes
 
that it is occasionally necessary to
 
provide mobilization and other
 
advances in order to avoid restricting
 
-competition especially on contracts
 
with small business concerns.
 
Advances under direct AID contracts to
 
policymaking organizations must be
 
authorized
 
by AA/SER.
 

(b)Host country contracts. AID policy
 

has been somewhat less restrictive with
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rsoec to 'os; :3un y (:orro-wer/gran- and (2) it may be reasonably assumed
 
Zae) c0ntracts. Aa1in, ciing .3. 1, that a compensating financial benefit
 

Sup. B, the policy has been that quote will accrue to AID and the host govern
advance or progress payments may be ment as a consequence of providing the
 
agreed upon under Host Country advance.
 
contracts when such payments are
 
necessary for deli very or (5) Contractual Arrangements. In 
performance. The necessity for advance accordance with Section 8030.20, all
 
or 
progress payments most often arises direct contractual arrangements with
 
under large contracts for custom-made, advance payment recipient organizations

specially fabricated equipment, and will provide that advance payments will
 

- iarge construction contracts (;nobiliza- be mace only at times and in amounts 
tion costs) where the supplier or con- necessary to meet immediate disbursing 
tractor is required to make large cash needs. In order to qualify for 
ou-lays (perhaps exceeding available advances, organizations must submit 
cash) for equipment, materials, or per- plans for the use and timing of ad
sonnel in advance of performance or vances. Recipient organizations will 
delivery unquote. AID currently pro- be required to report regularly on the 
vides major mobilization advances to use of advances and will demonstrate 
U.S. and Code 941 Host Country contrac- through such reporting that balances
 
tors. Such mobilization advances are of advances are maintained in amounts
 
based on commerical practice. AID con- commensurate with immediate disbursing

siders that such mobilization advances needs, that excess balances are
 
are advantageous in that they (1)avoid promptly returned to AID and that
 
restricting competition and (2) reduce interest earned on advances of AID
 
contract costs. AID normally prefers funds has been remitted to AID.
 
to provide mobilization advances in
 
single, lump sum payments as opposed E. Cash Held Outside Treasury. This
 
to ,'f'ncremental payments because (1) section (8050) is self-explanatory.
 
contractors need an inducement to com- Note that fund balances are to be main
pensate for the risks of entering into tained in limited amounts governed by
 
agreements with the governments of less the quote immediate disbursement needs
 
developed countries, (2) small business concept.

competitors are gravely concerned about
 
the risk of payment delays, and (3) in- F. Foreign Currency. Section 8070 of
 
cremental oayments may constitute a the IFRM is generally self-explanatory.

departure from commercial practice. Note that the same cash management pol-

The treasury department has agreed that icies applicable to dollar disburse
although incremental advances are ments are also applicable to foreign

desirable for purposes of cash manage- currency disbursements.
 
ment, lump sum mobilization advances
 
may be provided to so long as (1)there In accordance with Section 8070.80,

is ,rue competition in the bidding pro- every effort will be made to include in
 
cess and (2) the U.S. government (AID) contracts a requirement that obliga
obtains the advantage of reduced con- tions will be made payable in foreign
 
tract costs as a consequence of provid- currency of excess and near-excess cur
ing the advance. AID officials who countries to the extent that the con
approve Host Country IFB' s and con- tractor may be expected to require such
 
tracts must consider the reasonableness currency for necessary expenses in the
 
of proposed mobilization advances and country involved. In applying this
 
determine that (1) a mobilization ad- requirement, AID will consider requests
 
vance in the amount proposed is neces- for omission of certain categories of
 
sary to avoid restricting competition w
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local 'st-' .li-a rcui ,-.- .- : ash n -, .cur s in :sm 
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this sec;.:r r;c. ; with Seczicns and.rten :.onrn c zo rnce 3SO. 30 ,40.
 
payment I s "n ex:a..s-...... 

rerces _ "mii s-r3tvei 1 77-- Audit. The AID Audior General will 
tical, or ,,en AiD deternines . e test agency systems and procedures as 
time a p1oec" is ,aoporved t.-2: "-e of deemed necessary ard assess compliance 
excess or na.,--e:',cass currenc-es s not with treasury regulations and these 
consisten: ',":.i'he objeczi- - be cash management procedures. Audit 
achieved, reports which include findings and 

recommendations relating t. the subject 
G. C.entri;- ;mendments. .e icn of cash managemenz will be provided to 
8080.20 of .Jne T,-', requires :ha, ouote treasury upoia request, in accordance 
provisions ef existing con.ra:-,_s and with Section 8080.40. 
other fo-.l acreements not i. ,:zmli

wi -, ,  arce re-'ulations on '. dat e III. Applicability 
of release, ',,nicn contracts are suoject 
to renego:ia7.'in and amendment, will be Cash management. AID policy guidelines
 
amended upon the next renegotiation of and the procedures described in this 
such arrangements unquote. Accord- message are applicable to U.S. dollars 
ingly, contracting officers and others and foreign currencies available to or 
who approve contracts and other agree- held by or for the credit of AID to 
ments will consider and when prac-:ical finance programs, operations and activ
introduce these cash management provi- ities, regardless of how implemented, 
sions when existing contracts and except where precluded by law or waived 
agreements are next amended. by the Administrator, the Deputy Admin

istrator or the AID Controller. 
H. Reporting. A separate message will 
identify the specific reporting Guatemala for USAID and ROCAP 
requirements necessary to monitor these Karachi for AAG and IIS 

Nairobi for USAID and REDSO/EA Vance 
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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 dcpth 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 deadlines 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
 

proi;ress being nade as of the time of the report. In addition to reviewing 

progress against targets, repcts from the contractor should be compared with the 

aczual 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 eitfier a period.c Contract Status or a Site Visit Repoit. It is intended as a 

guide only, and maX be modified by the Project Officer to suit the circumstances 

and nature of the contract(s) being monitored. 



G-3 

CONTR'kCT STATUS REPORT 

Site Visit Report Periodic Status Report
 

(Check box applicable)
 

Report Number 
 elatT -ProjectTitle 

Date of Report 
 Project Number 

Contractor 
 Project Officer
 

Contract Date & Amount Host Country Contracting 
Agency 

*A. Officials Participating in Site Visit:
 

(Names aid titles, if inspection made by a team) 

*B. Discussions Held With:
 

1. Key Contractor Staff: (names and titles) 
Z. Other Ofticials: names and titles) 

(Host Country Officials; Officials of other
 
organizations or institutions)
 

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. Recfinendations requiring the attention of the Mission Director,
 
Assistant Administrator, or other senior AID officers should be included
 
when warranted by the circunstances).
 

L. Substantive Eleme.ts of tne Contract 

(This section of the report should discuss briefly the nature and extent
 
of the progress and/or problems noted with respect to each of the following
 
elements, if applicable, under the terms of the related contract. Indicatt.
 
whether the services or comnmodities required are being provided satis
factorily, on schedule and in compliance with the specific AID requirements
 
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.)
 

1. Advisory Services and Reports
 
2. 	 aineerirand/or Construction 
3. ProcuremenL of Cormodities 
4. TraTning Services
 
5. Logistical Supoort
 

(Whether to be provided by the contractor; AID; or
 

the 	host country.)
 

6. Other (specify)
 

F. Financial Status of the Contract
 
('11nis section 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 arrangemients should be identified.)
 

G. Contractor Organization and Management
 
(This s.ection should ir.clude 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.)
 

H. Contractor Relations
 
(This section should identify briefly the nature and effectiveness of the
 
contractor's re!tiens, as iidicated below.)
 

I. Relations with AID Mission, AID Washington, or Both Where Involved
 
2. 	Relations with Host Country
 

ICountry Contracting Agency; other organization/institution
 

http:Eleme.ts


( -

Note: 	 Distribution of Contract Status or Site Visit Reports should include, as 
a ;inimun, the AID Mission official to whom the Project Officer reports,
the heads of offices responsible for taking action on the specific issues 
or problems identified, and the related contract monitoring file. Copies
should also be sent to the Mission Director and/or Assistant Administrator 
where the slbstdlce of the report so warrants. 

At the discretion of the Project Officer, copies may also be provided to
 
appropriate officials of the host country.
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CONTRACT MONITORING TASK LIST
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COUIRAC f HNI IOIGI 11ASK L.ISI 

Event or Function 
Guidebook 
Reference AI) Pruject Officer 

tiost Country
Contracting Agency Contractor 

delations with Contracting 
Ajency and contractor 

VII LJ.C Malntains personal and continuing liaison 
with both during the monitoring period 

litial weeting 
trac Ltu 

with Cult- VII U Participate in meeting Arranges and convenes meeting Attends meeting with key staff 

PeriodiC Cuitract 

rcvlew 1Letinjs 

dtatus VII E Participates in muetilgs Conducts stat., reviews Normally participates 

Prucurewiteni 
equip,,lent 

of supplies and VII F Verifies comfliance with AID pro:ureiaent 
rules, as well as arrival and proper use 
of supplies and equipanent 

Oversees and supervises procure-
ent, adherence to specifications, 
delivery dates, inspection and in
stallation requirements, etc. 

Procure, need-d LG4o1UodIties 
specifi !d In contract 

as 

ParLicLipant traininj ser-
ViLes provided by contrac-
tors under contracts for 
teh~iical/prufessional ser-
vices 

LuJiStical suplairt of coi-
trJC tor 

VIl 

VIl 

G 

Ii 

Reviews adequacy and effectivene;s of 
training (normally during couse of site 
visits) 

Verifies availability end adequa.:y of 
essential supporting services required by 
the contractor 

Oversees provision of training and 
responsiveness to requirements of 
thL related oroject 

Provides such logistical support 
(e.g.. housing: office space; etc.) 
to contractor as tenns of contract 
require 

Conducts (or arranges) training 
as required by contract, and 
submits monthly reports (if 
trainin.1 in U.S. or third 
countries) to Contracting 
Agency ind AID 

Provides, or arranges for, its 
own supporting services to 
extent prescribed In the con
tract 

z 

Financial arrangenlents and 
etiuds of payment pre-

scribed in contract 
(direct or baak letters of 

COaLl tient; progress pay
wcts; etc.) 

VII I Assures that appropriate finanzing is 
arranged, incollabortion with the Mis-
sion controller 

Requests action by AID (for issu-
ance of letters of coavuitment; pay-
ment under direct reimbursement; 
etc. ) 

Applies to Contracting Agency 
for payment as provided incon
tract 

Aproval of contra:tor 
vouchers 

VII J Reviews vouchers and administratively 
approves for payment (using fona of cer-
tification prescribed) except If under 
bank letters of coaAbItment or if for pro-
curewent of equipment and materials 

Reviews, approves and pays direct 
reimbursement vouchers; submits 
other approved vouchers to AID or 
L/CO14 bank as appropriate 

Submits vouchers and support
log dicu entatlion to the Con
tracting Agency 

Waivers fru. AIO procure-
ment rules 

VII K Reviews need for waiver, and IfJustified, 
prepares memo requesting approval of the 
AI) official (Mission Director or other)
empowered to authorize 

Requests assistance of Project 
Officer in obtaining AID approval 
of waiver required 

Identifies need for waiver, and 
notifies Contracting Agency 

Contract extensions and/or 
anendments 

Vil L Reviews need for extension or amendment, 
and ifjustified, arranges AID approval 

Requests AID approval if contrac-
tor's request for extension or 
amend,nent appears Justified 

Requests Contracting Ajency to 
extend or amend contract 
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CON] RACI 110A11ORIIG TASK LISi 

Event or Function 
buI OeuoK 
Reference AID Project Officer 

Host Country 
Contracting Agency Contractor 

Contractor reports (pro-
gress; technical; finan-
cial; etc.) 

VI1 14 Analyzesreports 
siveness 

for adequacy and respon- Reviews aad 
appropriate 

acts upon reports as Subaiits reports required by 
contract 

the 

Site visits VIl 11 Participates with Contracting Agency 
in assessing progress 

Schedules and arranges visits to 
the site of the contractor's work 

Reports on ontract progress 
and problems 

Project Officer contract 
status reports (for ALL) 
managemient purposes) 

VII 0 Prepares reports and subiniits to Hission 
Director and other AID officers concerned 

Project Officer spe.lal 
reports 

VII P As required, prepares and submits ad hoc 
reports 

Contract monitoring file VII Q Maintains contract monitoring 
on current and onplete basis 

file Submits copies of such reports as 
AID may require 

Submits progress and other 
reports as required by tenns of 
the contt at t 

Correspondence VII R As required, responds to incoming corre
spondence relating to contract Imple.nen
tation and monitoring 

lBriefinjs an-i presenzations VII S As required, briefs AID and other officials 
regarding status of the contract 

Disputes and appeals VII I With advice and assIs.ance of Mission legal 
advisor, may infonally assist the C)n-
tracting Agency and the contractor i 
resolving disputes 

May seek assistance from the Pro-
Ject Officer In resolving disputes 
with the contractor 

May seek assistance from the 
Project Office:- in resolving 
disputes with the Contracting 
Agency 

Enforcenent and rene-lies VII U As appropriate, aid with advice and assist-
ance of Mission legal advisor, may c~unsel 
the Contracting Agency 

May exercise Its right to suspsend 
the work or tenninate the contract 
in event of contractor non-perfonji
ance 

Contract audits by hist 
country (or independvnt 
audit finlis) 

VII V Assures that required audits are made (or 
arranged) by the Contracting Agency, and 
that appropriate corrective action I! taken 
in event audit reports disclose deficien
cies 

Audits, or arranges for independent 
audit, of contract and takes cor-
rective action where required 

Takes corrective action where 
required 

Contract audits (by AID or 
other U.S. entities) 

VII 1 Cocperates fully with U.S. officials con
ducting audits or investigations, and pre
pares Mission commuents on relevant auJIt or 
investigative reports 
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(:rNINA(I Mfl.IliOi{lt; IASK LISI 

Event or FunctLon 
Guidebook 
Reference Alt) Project Oflicer 

Host Country 
ContractLinj Agency Conltrc tor 

Colltract cIoseuut (it 
tenilinatiun 

VII X Assures that cuntract is tunlinated pro-
perly and tiLt all AII i-I jhts lavt: been 
satisfied (inclodinU subnission af all 
reports anIJcL,-t ificatiois reqLuired froui 
the contractor anJ/or the Cutra,:tiny 
Ajency ) 

Oversees orderly terain.l on of 
the contract, including submis-
sion of all requir-d reports and 
certlificatlons 

Submits laim for final pay
,ient. dad such uther documenta
tion. as way be required to evi
6ience stisfactLun of all obli
gations unJer the contract 

Project 
(P.S) 

Evaluation Sumatury VII Y Assesses the quality and effectiveness 
the cuntractor's work for inclusion in 
Pruject Evaluation Suiiiary required by 

of 
the 
AID 


