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PREFACE
 

This Guidebook is designed primarily to assist AID Project Officers in meeting
 

their responsibilities for the oversight of AID-financed host country contracts
 

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

discusses the role of the Project Officer in the basic procurement and monitoring
 

processes involved in host country contracting, from the outset of procurement
 

planning during the project design phase, through the major steps leading to
 

contract award, and in the subsequent stages of contract administration and
 

implementation. At the smne time, the Guidebook offers host country Project
 

Managers and their respective Contracting Agencies useful guidance in the
 

administration of AID-financed contracts.
 

To help the Project Officer find his way through the thicket of AID requirements
 

relating to host country contracts, 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 tgency.
 

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 undertakiig 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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CHAPTER I
 
INIRODUCTION
 

A. Background
 

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

United States.
 

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

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

procedures.
 

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

At the core of all successful projects is the efficiency and effectiveness
 
with which they are managed and carried out. A soundly conceived, carefully
 
planned project may fall far short of its goais, 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
 
in facilitating successful project execution. 
AID-financed contracts, whether
 
executed by a host country or by AID itself, constitute a major and indis­
pensable element in the implementation of AID projects. In fact, in many cases
 
a single contract may in itself represent the total dimensions of an AID­
financed project, at least in its initial stages. 
The volume, magnitude, ald
 
implementation importance of contracts in AID operations thus continue to
 
demand an Agency-wide management and oversight capacity of significant sccpe.
 

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

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 is neither
 
designed nor intended as a treatise on "project management" or "project
 
implementation" in all of the dimensions and ramifications inherent in these
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wide-ranging subjects. (Chapters 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. Iknce, 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, while 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.
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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 undercakings 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., putting 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 organ­ization 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, whether 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 'backstopping"
 
official responsible for supporting and assisting the Field
 
Project Officer in responding to field requests or handling
 
problems requiring Washington action.
 

12. Pre-Project Im)lementation 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 imple­
mentation tasks have been assigned. Particularly for contracting and
 
procurement, all steps in these processes and dates for their completion
 
should be shown, to enable the host country Project Manager to exercise
 
control and AID to monitor progress.
 

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 :an 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 upon project
 
operations.
 

16. Administrative Analysis
 

This is a Mission analysis of the capabilities of the host country
 
Implementing Agency to administer and support the mutually agreed

project implementation plan. The analysis requires a systematic review
 
of the Implementing Agency's capabilities for project management,

financial management, procurement, contracting, contract administration,
 
and reporting. This analysis is normally a part of the Project Paper.
 

17. Geographic Code
 

A 3-digit code used by AID to designate countries or geographic areas
 
for the purpose of defining sources of goods or nationalities of
 
services eligible for AID-financed procurement. (For further details,
 
see the AID Geographic Code Book in Handbook 18, App. D, Section III).
 

18. Methods of Payment
 

AID finances host country contracts through one of three methods of
 
payment -- by direct reimbursement to the host country; AID letter of
 
commitment to the contractor; or by an AID letter of commitment to a
 
banking institution. See Appendix F of this Guidebook for further
 
details on these methods of payment and related 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 officcrs 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, ATD/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 prevailing workload demands, staff turnover,
 

and personnel availabilities.
 

All designations of Project Officers must be made in writing with both AID/W
 
and the concerned Mission to be informed concurrently of such appointments.
 

This is important in view of the fact that bilateral projects require the
 
closest possible communication and coordination at various stages in the pro­

ject development and implementation cycle.
 

Under these arrangements, the Field Project Off.cer 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 contrasi:ed with the
 

supportive role of the AID/W Project Officer.
 

F. General Role and Responsibilities of Field Project Officers
 

This Guidebook, as noted earlier, is concerned primarily with the specific
 

role and functions of Field Project Officers responsible for monitoring host
 
country contracts financed by AID. 
It should be kept in mind, however, that
 
the Project Officer usually is assigned responsibilities transcending the
 
oversight of such contracts, including, for example, participation in project
 

development and design, pre-implementation and implementation planning, and
 
serving as 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#
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Involvement of Project Officers in the substantive programming and planning
 
processes preceding the Mission decision to use the host country contracting
 
mode 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:
 

* assesses, or arranges for assessment of, the procurement systems and capa­bilities 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 Lroject

Manager and Contracting Agency and monitors adherence to agreed upon

contracting 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 an&lysis 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)
 

9 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
 

e 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 foregoing 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, with marked differences
 

to be found not only among individual host countries but frequently among
 

different Contracting Agencies within the same country. Further, the depth
 

and degree of Project Officer oversight depends in large measure upon the
 

scope and complexity of the contracts being monitored, in particular the
 

incidence of problems which may arise during their implementation. In many
 

host countries with limited experience in contracting, the Project Officer
 

will have to involve himself closely in contract administration if the
 

contract is to be successfully negotiated and executed.
 

Given the range of these supportive and oversight responsibilities, the Project
 

Officer is neither required nor expected to perform personally all of the
 

functions described in this Guidebook. He will frequently have to call upon
 

other Mission or AID/W offices to assist on matters beyond his own technical
 

competence, or to take action on issues falling within the purview of such
 

offices. For example, review of a proposed host country contract should
 

involve the participation and 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 norma'ly 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 is designed to provide a multidisciplinary array of
 
expertise and resources in the processes of project identification, planning,
 
approval, implementation, termination, and evaluation.
 

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

Participation of the Project Officer in the work of the Project Committee
 
assures his understanding of the project's goals, implementation arrangements,
 
and relevant project documentation (e.g., Project Identification Document
 
(PID); Project Paper (PP); Project Agreement (ProAg); Implementation Letters,
 
(PILS); etc.). This background enables the Project Officer to keep his
 
monitoring and other responsibilities in proper perspective.
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H. Qialifications 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 IB, Procurement
 
Policies; Handbook 3, Project Assistance; and Handbook 11, Country Contracting.
 

A detailed knowledge of these 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 inmajor 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 relationsL_()s, 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
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suggests, the "triangular" nature of, and differing responsibilities in, his
 
relationships with three parties at interest 
-- the host country, the
 
contractor, and the AID mission --
require a high order of versatility and
 
sensitivity on his part. 
 Host Country 

Contracting Agency
 

41
tn 

4:
 

A 
-- a 

-ce 

Contractor 

AID Mission
 

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

in effect as the "eyes and ears" of the Mission Director, overseeing and
 

reporting upon the activities and performance of both the host country Con­

tracting Agency and the contractor. In this respect, his fundamental
 

responsibilities 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 benefic.ary 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 management, 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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CHAPTFER II
 

PLANNING FOR IMPLBAEN1ATION AND MONITORING 

Procurement planning is a critical aspect of overall project implementation
 

planning during the development and design stage preceding the execution of a
 

bilateral project agreement (ProAg) between AID nnd 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, 9B and 9C of the sane 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 cuntry 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
 

ft 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 Hest Country Procurement/Contracting Capabilities
 

Successful implementation of most projects hinges upon the effectiveness of
 

contracts for project-related services and commodities. In fact, no aspect of
 

project implementation is more important, nor more prone to problems and
 

frustrations, than the procurement function. Hence, determining by whom,
 

when, and how needed services and goods are to be acquired are pivotal
 

decisions which must be made by the Mission during the project development
 

stage. 
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As stated in Handbook 1, Supplement B, Chapter 3, AID's policy
 

is one of general preference that the procurement of
 
AID-financed project goods and services required to implement
 
bilateral projects be undertaken by host countries rather than
 
by AID. The principle of country responsibility and initiative
 
in the implementation of its development projects underlies
 
this policy. The Agency believes there will usually bc a more
 
serious commitment by the host country to the project when a
 
host country contract is used.
 

The responsiblity for procuring goods or services may be
 
assigned among a wide range of entities. In addition to the
 
host country implementing agency itself, other host country
 
agencies (such as central contracting agencies) may be
 
involved. Either AID/W or the Mission may assume procurement
 
responsibility, or AID or the host country may arrange for
 
intermediaries such as other U.S. government agencies, private
 
firms, nonprofit organizations, or educational institutions to
 
procure needed goods or services.
 

Mission Directors are responsible for assuring that project
 
design assigns procurement responsibility in a manner which
 
best fits the particular circumstances and will result in the
 
most effective implementation of AID-financed projects. In
 
assigning contracting responsiblity, the Mission Director
 
should take the following into account:
 

A. General Factors
 
1. Project design and objectives, including the type
 

of goods or services required and any timing constraints;
 
2. Borrower/grantee (B/G) preference;
 
3. Procurement capability of the B/G, including
 

contractor selection, contract administration, and audit

capabilit ;


p . Relative costs;
 

5. Systems and procedures for effective contract
 
support, including payment and other administrative and
 
logistic support availability;
 

6. Availability and experience of AID procurement,
 
legal, and program staff to advise and assist the host
 
government or to undertake AID direct contracting;
 

7. Effects on establishment of desired institutional
 
or professional relationships.
 

B. Special Circumstances
 
1. U.S. university as a contracting party. Use of a
 

direct AID contract may often prove to be more appropriate and
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effective for carrying out a project when a U.S. university
 

will be involved.
 
2. Collaborative assistance selection procedure.
 

Either an AID direct: or a host country contract, or a
 
combination thereof, may be used depending on the circumstances
 
that pertain to the respective roles of the parties and the
 
nature of the long-term collaborative relationships that are
 
desired.
 

3. Potential for Minority Business Contract. When a
 
proposed procurement can be performed by a socially or
 
economically disadvantaged firm eligible to receive awards
 
under Section 8(a) of the Samll Business Act, AID contracts
 
directly with the U.S. Small Business Administration (SBA).


4. U.S. Government Agency involvement. The host
 
country may designate a U.S. Government Agency to provide or
 
contract for, services or commodities when specialized

expertise is required. For example, AID has a special

purchasing arrangement with GSA for contraceptives, condoms,

and malaria eradication equipment and supplies. In addition,

USAID's or AID/W may procure project goods or services.
 

5. U.S. Government-Owned Property. If pursuant to
 
Section 608 of the Foreign Assistance Act, U.S. Government
 
property is to be used on the project, it may be provided by

the AID Government Property Resouces Divison, M/SER/COM, under
 
procedures established in AID Handbook 12.
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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 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 De 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 frow 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.
 

Tf 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 poteitial 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 is 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.
 

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 analys: s. 
The
 
participation of the Mission (or regionally based) legal advisor, supply
 
advisor, and contract officer in this process is particularly important, as
 
would be an AID engineer where architectural/engineering or construction
 
services ar- contemplated for the project. 
Use of this team approach should
 
pay dividends in making the assessment more meaningful, and in identifying
 
specific areas where the Contracting Agency may need special assistance prior
 
to undertaking actual procurement. The Project Officer should also be alert
 
to changes in the procedures or staff of the Contracting Agency which could
 
alter the conclusions of the original analysis supporting the use of the host
 

country contracting mode.
 

*AID procedures regarding the use of procurement service agents are currently
 
under review and will be promulgated in a forthcoming revision of Handbook Is.
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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 used. For further 
(,uidance in this respect, Handbook 3, Chapter 3, Appendix 311 

should he consulted. 

D. Reserved.
 

E. Procurement Planning
 

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

implementation plan.
 

In preparing the procurement plan, the Project Officer should be guided partic­
ularly by Appendix 9C of Chapter 9 in Handbook 3. Where the host country is
 
to undertake procurement, the specific considerations referred to in section D
 
of this Appendix, including discussions with the host country Contracting
 
Agency, should be given special attention. The need and justification for any
 
waivers required of AID's procurement rules should be identified during the
 
procurement planning stage and specifically addressed in the related Project
 
paper. In the final analysis, the availability of a detailed procurement
 
plan, properly prepared and updated as circumstances demand, should
 
significantly facilitate subsequent contract monitoring and progress reporting
 

by the Project Officer.
 

F. Monitoring Plan
 

Chapter 3 of Handbook 3 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 the 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 about, 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 vary, 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
 
in mind that the use of different approaches (e.g. in advertising for propo­
sals) may be acceptable so long as they satisfy the objectives of the related
 
AID procedures. Every effort should be made to follow host country
 
contracting procedures and practices so long as they are not substantively
 
inconsistent with AID's mandatory requirements, are fair and defensible, and
 
are likely to assure prudent and proper procurement of project-related goods
 
and services. The guiding principle in this respect should be to seek only
 
such changes in the host country's procurement policies and processes as the
 
Mission considers essential to meet basic AID requirements.
 

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

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

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

below.
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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 Lhat 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 to 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 Eids (IFBs).
 

Chapter 10 of Handbook 3 identifies the specific pre-implementation actions
 
which it may 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. T.e 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 Prcject Officer
 
should review the feasibility of initiating one or more of these
 
pre-implementation steps with the host country during the course of developing
 

the detailed procurement plan referred to in paragraph E above. 
Where
 
circumstances permit, he should encourage and assist the host country
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Contracting Agency in proceeding to take whatever specific pre-implementation
 

actions would be appropriate and feasible. At the option of the Mission,
 
reimbursement to the host country for approved pre-implementation expenditures
 
may be authorized in the Project Agreement.
 

The Contracting Agency should realize that it is liable for any pre­
implementation costs it incurs in the event that the Project Agreement is not
 
signed, or which may not be authorized by the latter document when it is
 
signed. Itshould be recognized that certain pre-implementation actions, such
 
as, for example, the solicitation of prequalification information, will result
 
inthe 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
 
JIMRODUCTION TO THE ROLE OF THE PROJECT OFFICER IN HST OUNTRY PROCURBN
 

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-finaziciig, 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 Chapter 1 of Handbook 11.
 

A. Catagories of Procurement Covered by the Guidebook
 

i. 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 prccurement principles
 

that should be considered by the Contracting Agency of the host country
 

when entering into local contracts for services.
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2. Contracts for Equipment and Materials
 

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

procurement will be found in Handbook 1B, Qiapter 18.
 

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

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

2.2c(2)
 

3. Procurement by Host Country Development Banks
 

Finally, this Guidebook covers procurement effected by host country
 
development banks for their own accounts. 
 Except for the rules governing
 
eligibility of goods and services for AID financing, the Guidebook will not
 
apply to procurement made by or on behalf of the sub-borrowers of such
 
banks or institutions, unless provision for the applicability of Handbook
 
11 is made by the Project Agreement or a Letter of Implementation. (Please
 

refer to Handbook 1B, Chapter 19.)
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B. Eligibility Principles
 

AM) has special requirements governing the eligibility of the suppliers of
contractual services and the suppliers of commodities, as well as the eligi­
hility of conwiodities and related delivery services. Ille objective of these 
elieihcilit requirements isUnited States (Code 000I) limit the procurement of goods or services to the
or toto the UI.S. and the less developed Countries of the
 

free world (Code 911). There are provisions, however, for waiving certain ofthe restrictions so as to pernit, subject to proper Justification, procurement
in the host country or the developed countries of the free world (Codes 899 or
935) in addition to those included in Code 941. All) 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 inHandbook 18, Appendix D, Section III.
 

Itshould be noted that the geographic code is subject to waiver. A change
 
authorized in the source 
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 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
 
Officer 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 1B, Chapters 4, 5, 6, and 7.
 

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

C. Rules and Guidance in Handbook 11
 

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 the commodities and services

they supply were referred to under Section B of this Guidebook
chapter. Other rules include AID's requirement for approval of any
executed contract in excess of $100,000, adherence to the
principle of competition in awarding contracts, and

solicitation by public advertisement. Professional and

technical services contracts are to be awarded on the basis of
the qualifications of the contractor for the work to be done,
rather than on the basis of price competition. Still other
rules include cargo preference, prohibition against

cost-plus-percentage-of-cost contracts, documentation
requirements for payment, and certain mandatory clauses to be
included in all AID-financed contracts.
 

Certain of the requirements are subject to waiver assuming
sound jui.tification (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 stressed that waivers 
to the AID
requirements are the exception, not the rule, and are not

granted in the absence of adequate justification.
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*The importance for the Project Officer to explain the AID rules
 
to his counterpart in the Contracting Agency cannot be
 
overemphasized. Guidebook Chapter IIG provides guidance to the
Project Officer where these rules appear inconsistent with host
 
country contracting policies and procedures as 
previously
 
assessed by the Mission.
 

Most of Chapters 1, 2, and 3 of Handbook 11 consist of a large

body of advisory guidance on contracting principles and
 
procedures that AID considers worthwhile for the contracts it
 
Is to finance. However, the guidance may be adapted as
 
appropriate, without waiver or justification.
 

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 rules included in Handook 11. The
Project Officer's analysis of the Contracting Agency's

procedures is described in Chapter IIC of the Guidebook.
 

The Project Officer, assisted by such other Mission members as
 
are appropriate (e.g., contracting officer, legal advisor,

enigineer, control]er), 
should seek to reach agreement with the
Contracting Agency early in the project development stage on
 
the detailed contracting procedures to be followed, including

s-ch matters as the principles of contractor selection and
 
contract preparation, nationality of suppliers and sources of

goods eligible for procurement, and the method of payment to be

used. Agreement with the Contracting Agency on such matters is
reflezted in a Project Implementation Letter (PIL), which is
 
AIDes formal and standardiazed means of communicating with the
host country on the details of project implementation. If

possible, such agreement is 
set forth in the basic PIL 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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D. 	 Approval of Host Country Contracts 
* 	 The authorization for regional Assistant Administrators to 

approve host country contracts will be found in Handbook 5, 

Delegations of Authority No. 
5 and 38. Approval of host 

country contracts, as well as amendments thereof, in excess 

of the limits included in the redelegations thereunder to 

Mission Directors must be referred to AID/Washington. 

* 	 Revised 
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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'3 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. Inother cases, the Mission may wish to
 

establish some lower threshold (e.g. $50,000) of approval of host country
 

contracts.
 

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

when its accompanying form of agreement is signed by the contracting parties,
 

becomes the contract with the successful bidder. Therefore, in those instances
 

the prior review and approval by AID of the IFB as well as of the final con­

tract is required. AID prior review and approval is also required for a
 
Request for Quotations (RFQ), which is used in connection with informal compe­

titive procurement of equipment and materials valued in excess of $100,000.
 
(Please see discussion of the RFQ in Chapter VI, Section C1 of the Guidebook).
 

Inany 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 Project 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).
 

January 1983
 
(TM 3S:5)
 



CHAR TA
 
IAJOR STEPS IN itui t.uniKT CONTRACTING PROCESS
 

WHERE PRE-QUALIFICATION PROCEDURE NOT USED 
 ILLUSTRATIVE
 
FOR TECHNICAL AND PROFESSIONAL SERVICES
 

MAJ)R STEPS 
 AID HOST COUNTRY 
 AID/W OFFICE DEPARTMENT CONTRACTING
MISSION I/ CONTRACTING AGENCY S1B 2/ SELECTED
OF COKIiERCE COtIiUNITY CONTRACTOR
 

1. Publication of Notice of Availability Assists 
or 1 Prepares 
 Clears Publishes Receives
of Request for Technical Proposals : Approves Noticetic 
(RFIPs) 
 . . , 
 _ 1 

2. Interested Contractors Request Copy of Provides k Requests

RFTP and Contracting Agency Provides RFTPs RFTPs
 

3. Contractors Submit Unpriced Proposals 
 A bi ts 
Pursuant to Requirements Set Forth Receives
 
i n R F I P P o o l-S b i
 

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

Proposals Against Criteria Specified Assists or Ranks

In RFTP and Ranks Contractors Based : Approves Contractors 
o n T e c h n i c a l Q u a l i f ic a t io n s I..............a 
 A
 

5. Contracting Agency Requests Highest 
 Requests Cost
 
Ranked Contractor to Sutmlt Cost R.Submit Cost
s

Proposal and Contractor Submits Proposal Proposal
 

6. Contracting Agency Analyzes Contractor 
 .............-----


Cost Proposal Against Its Own Cost 
 Assists or -- Analyzes Cost
 
Estimates Approves ' Proposal
 

7. Contract Negotiations Cotir'enee

Between Contracting Agency and 
 CONTRACT NEGOTIATIONS
Highest Ranked Contractor 
 0 

M=prvsEeue
-a B. Contract Approval and Execution Approves OTATEEUIN 
 Executes
 
= contract 3/ Cuntra kt
LO ­ ontract
 

CONTRACT REVIEW T
SNotes: 
 AND APPROVAL
 
o j/ Dotted squares above denote optional AID Mission participaticon in steps indicated, depending upon experience and capabilities of the tost country
i- Contracting Agency. ission involvement ay
se 
 range from providing advice and assistance to the Contracting Agency, to requiring prior review and
 

approval of specifIc steps (e g 
 evaluation of contractor proposals).
2/ Offl:e of Small and Disadvantaged Business Utilization, AID Washington.
3/ AID aproval of all contracts over $100,000 is mnandatory. Missions may also require approv.l 
of contracts under this amount where considered necessary.
 



- - - - - - - -

MAJOR STEPS INIIHOST COUhRY CONTRACTING PROCESS CHART B 

USlIG PRE-UAL IFICATION PROCEDURE 
FOR [ECIIIICAI. ANtIPROFESSIONAL SERVICES ILLUSTRATIVE 

4AJOI STEPS AID 
MISSION I/ 

HOST COUN'RY 
CONTRACTING AGENCY 

AID/W OFFICE 
SUB 2/ 

DEPARTMENT 
OF COW4ERCE 

CONIRACTING 
CO'i4UNITY 

SELECTED 
CONTFACTOR 

1. Publication of Notice of Availability 

of Pa'e-Qualification Questionnaire 


2. Interested Contractors Request 


Questionaire & Contracting Agency Provides 


3. Con.ractors Complete & Return Questionnaire 


4. Contracting Agetcy valIate:s Questionnaires& 

Requests Technical Proposals (RFTPs) fiom 

Qualified Contractors 


S. Qiialified Contractor's Submit Unprite-l 
Technical Proposals 

6. ContractinvAgency Ealuates Proposals & 


R1:k. Contractors Bas-d on Technical
uaiitlas 


Qualitications 


7. 	Contraicting Agency Requests Highest Ranked 
Contractor to Submit Cost Proposul 

8.Colitr'Lting AJeiicy Andlyzes ContractorCost 	'ropusdl Against Its Own Cost 

C_ 	 Etates 

"s 9.	ContracL NegotiaLions Between Cotracting 

Agency and llighest Ranked Contractor
 

00AcoI0. 	Contract Approval and Execution 


NoteS: 


Assists or 

-Ap-rovs ._ 


i Assists or 
L-A -pproves__J 


Assists or 


Asiss or ..
Approves 

ai 

A...i...s
[Assists oor 

• 	Approves - ­

pioL5eAl, oves 


Contract 3/ 


Prepare
Notic 

Ciears 
Notice 

SProvide5i le 
Question, r 

olete
 

Reau---s-,-Tehni.l.
 
T cRFTis
 
Proposals
 

Receives 


Proposals 


Ranks
 

rats]
ContractorsI
 

Requests :4 
Cost 

Proposal 

I-
Anlye
 

Cost Popsal 

Lxecutes 


Cont,( t 

COIIRACI REVIEW
 
AND APPROVAL
 

Publishes 
Notice 

Recies
"h)tice 

ele~ 

Uiced 

Proposals 

Sobmi ts 
Cost 

Proposal 

CONTRACT NEGOTIATIONS 

C O N TR A C T E X E C U T IO NlCxecites 

Contract 

I. DuLted squares abuve dLnute optional AID Mission participatlon in steps indicated, depending upon experience and capabilities of thi,host country 
Coiitracting Agency. Mission invoivuiment way range from providing advice id assistnce to the Contracting Agency, to requiring prri~r review and 
aI.pruvaI Uf spe_0iLc tvpS (e.g., adequacy of questionnaires; evaluition of technical proposals; etc.) 

. Urffi:e of Small & DisadvanltaJed Dtlsie'.s Utilization, AID 'asmln*.Ito. 

j. A!0l auprova I Of all ontracts ov-.r $lt) .00 is mandnat(ry. Miions 11ay also require appr-oval of contracts under thi. aiaount where considered necessary. 



-35-

CHArER IV
 

PROFESSIONAL AND TEINICAL SERVICES C1NfIRACTS
 

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 tile 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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* Contracts with individuals with the understanding that consideration 
should be given to a reasonable nunber of candidates. Annex A to Chapter
1 provides guidance in contracting with individuals for services. -* 

9 	Contracts whose estimated value does not exceed $100,000 may be negotiated
 
without formal solicitation of proposals from more tfan one source.
 
Ibwever, informal solicitation of several sources is required unless a
 
waiver of competition has been approved pursuant to Chapter 1, 2.4.2.
 

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

Ifthe 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 ompetition -- Negotiation With 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 suchi 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 program.
 

Amendments to existing contacts for new procurement also may come unaer the
 

waiver of competition rule. If the new procurement envisages a significant
 

increase in either the scope or level of effort 	of the original contract, a
 

determination should be made whether a waiver is justifiable under any of the
 

five criteria mentioned above, or whether competitive means should be used for
 

the new procurement.
 

Revised 	 January 1983
 
(TM 3S:5)
 



-37-


E. Advertising (Chapter 1, 2.5; 4.1.1)
 

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

The notice of the availability of the prequalification questionnaire or of the
 
RFTP, ifprequalification isnot used, ispublished in the Commerce Business
 
Daily, which is issued by the United States Department of Commerce. Publica­
tion isarranged 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 inAttachment M to
 
Clapter 1. The Project Officer should provide the Contracting Agency with
 
copies of that attachment for use inpreparing the notice. The Project
 
Officer should assist inpreparing 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 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 tile 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, or local publications. * 

In order to facilitate the mailing and delivery of the preq iification 

questionnaires, or tile RFI'l if prequalification is not used, the Contracting 
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Agency may wish to designate a host country consulate or embassy in the United
 

States as a mailing address. As an alternative, with the concurrence of the
 

AID/W Project Officer, the Mission may wish to provide an appropriate address
 
and telephone number at AID/Washington for a similar purpose.
 

Where services are sought from firms in eligible countries other than the
 

United States or from local firms, notification of the availability of the
 
prequalification questionnaire, or of the 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.
 

Chapter 1, 2.5.3 explains the provision for obtaining 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 gency, should review the sample questirnaire 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 compare. 
 zh the results of the evaluation made by the
 
Contracting Agency. 
Where there are significant variations in the two
 
evaluations, the reason for the differences should be analyzed. 
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 unf',irly
 
excluded from the competitive range.
 

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 o- 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)
 

i. 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 request for data on personnel, a work plan
 
and schedule including person months, and a draft of the proposed contract.
 

(Chapter 1, 4.2.1)
 

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

increased costs in project implementation.
 

The RFTP is another stage in host country contracting procedures which
 
should involve the prior review and approval by the Project Officer. In
 
this review the Project Officer should be assisted by legal, contract,
 

controller, technical, and engineering personnel. The degree of
 
involvement by the Project Officer in the RFTP stage will depend again upon
 

the experience anid 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 lQ to Chapter I provide guidance for the
 
preparation of the statement of work, as well as samples of such statements
 

for use in an architect/engineer and supervisory construction contract and
 
in a fixed price contract for an end product.
 

The statement of work must be as precisely defined and articulated as pos­
sible if the offerors are to understand clearly the dimensions and purposes
 
of the tasks to be undertaken. For example, the statement of work should
 
include such factors as the responsibilities of the parties, the resources
 
to be provided, payment procedures, and such other relevant information
 

needed to facilitate the submission of responsive, contractable proposals.
 
A poorly prepared statement of work is self-defeating in that it may result
 
in unsatisfactory proposals with attendant delays while clarification is
 
sought, or worse, in a contract replete with ambiguities and imprecisely
 

stated contractor responsibilities.
 

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

statement of work meets these requirements.
 

As the most substantive part of any contract, it is the statement of work
 
which constitutes the essence of the agreement between the parties on what
 
is to be done, and which sets forth the precise obligations of the
 

contractor with respect to performance. While standard provisions and
 
"boiler plate" clauses in the contract further define rights and responsi­
bilities, it is the statement of work which describes contract objectives
 

and the steps which must be taken to achieve them.
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The RFTP should also include a description of the procedure by which
 

potential offerors may request clarifications of any aspect of the scope of
 

work as well as other sections of the RFTP.
 

In those host countries with limited contracting experience,it may be
 

necessary for the Project Officer to play a leading role in drafting the
 

statement of work and other parts of the RFTP.
 

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 in Section 5 to Chapter 1. 

Where the skills to be provided by the contractor are known with certainty,
 

but where there are uncertainties as to the length of time such services
 

will be required, a time-rate contract can facilitate contract administra­
tion. This type of contract combines salaries, overhead, and profit into a
 

fixed rate for the actual time worked per day, week, or month, up to a
 

maximum contract amount. In addition, there may be provisions for
 

reimbursement of the contractor for such direct costs as travel and
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allowances. Since the contractor's fee is included in the fixed rate, the 

*¢longer the contractor works, the greater the fee. (Chapter 1, 3.1.3) * 

If the services to be provided by the contractor can be defined in advance
 

with sufficient precision to permit a realistic pre-determination of the
 

costs involved, a fixed price or lump sum contract may be used. The con­

tractor is paid the amount specified in the contract, irrespective of actual
 
costs of such items as salaries, travel, and overhead. Contract costs
 

should be carefully estimated by the Contracting Agency. These costs
 

should be ascertainable with reasonable accuracy prior to signing a lump
 

sum contract with a view toward avoiding either a windfall profit or
 

efforts by the contractor to use short cuts to avoid losses. Accurate cost
 

estimates can also help the Contracting Agency in assessing offers which
 

are unreasonably priced. (Chapter 1, 3.1.4)
 

The Contracting Agency should be advised of the rule against entering into
 

a cost-plus-percentage-of-cost contract. This is a contract in which the
 
contractor's fee or profit increases without limitation as the cost of the
 

contract increases. AID will not finance contracts of this nature.
 

(Chapter 1, 2.9)
 

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

The Contracting Agency should record the receipt of the proposals in an
 

orderly manner and safeguard them pending the closing date specified in the
 

RFTP for their receipt. All proposals must be received prior to the prescribed
 

deadline. Observance of sound procedures by the Contracting Agency will be
 

important in avoiding later problems and protests relating to the timeliness
 

of receipt or the handling of sealed proposals.
 

After the passage of the announced closing date and time, the Contracting
 

Agency should begin evaluating the technical proposals against the factors
 

specified in the RFTP. In host countries with limited contracting experience,
 
it may be necessary for the Project Officer to assist the Contracting Agency
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in setting up an evaluation panel, and in providing objective criteria to be
 

considered in the evaluation. Attachment 1D to Chapter 1 provides some useful
 
guidance in this respect. If there are oral reviews or presentations
 

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

The AID Project Officer, assisted by such other AID personnel as appears appro­
priate (e.g., engineer, technical officer, legal advisor or controller) should
 

review the results of the Contracting Agency's evaluation, or, as in the case
 
of the prequalification awards, the Mission may appoint a panel to make a
 
parallel evaluation of the technical proposals. In the absence of significant
 

variations in the two evaluations, the Contracting Agency's evaluation is
 

accepted. Any significant variations in Ehe Contracting Agency's evaluation
 
from that of the Mission should be explained. In any event, if AID finds that
 

the agreed upon selection krocedures 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)
 

Inany 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
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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
 
,
marmer 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. 
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 accommodate either side.
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There follows a brief discussion of some of the more significant issues that
 

are commonly raised in negotiations.
 

1. Cost Estimates
 

A funding estimate of contract costs will normally have been included in the
 
Project Paper. 
 It should be recognized that such estimates may unfortunately
 
become available in advance to prospective contractors who may obtain this
 

information from such sources as the Project Paper, AID's Congressional
 
Presentation, or from sources within the host government. 
 Therefore, it is
 

essential that the funding estimates be as realistic as possible. Overly
 
generous estimates can invite inflated technical proposalF. On the other
 
hand, proposed funding that is too low may discourage the more reputable and
 
serious firms from submitting proposals. 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 impurtant 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
 

Contract:-,"should be transmitted and explained to the Contracting Agency.
 

*Additional guidance on allowable costs will be found in Chapter 1, 3.5.2 and*
 

4.3.16 as well as in Attachments IG and lH 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 tie 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,
 

according 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 is left to the 

Contracting Agency. AID should not nominate personnel for the Contracting 

Agency's or contractor's consideration. This is a function of the 

contractor.
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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. The Project Officer, if 
requested, may assist in reviewing qualifications. 

The contract may contain a clause providing for the prior review and 
approval by the Contracting Agency of the removal or replacement of the 
contractor's key persoruicl. (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. Hwever,

the estimated amounts may well vary from thacost 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 inapproving 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 adlition, for employees to be recruited in the United States, the
 
Project Officer can help the Contracting Agency indetermining 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 ltvels 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)
 

Logistical support is one of the most troublesome areas of
 
contractin. Notwithstanding the technical competence of the
 
contractor-s staff, when the employees are forced to spend a
 
great deal of time on resolving day to day household problems,
 
the work suffers. Consequently, it is critical to the
 
attainment of project objectives to clarify for the contractor
 
and its staff exactly what kind of personal and office
 
facilities will be provided and by whom to avoid
 
disappointments when the staff arrives.
 

Each mission should establish which facilities and logistical
 
support items are available for host country contractors.
 
Often, these facilities will not be the same as are afforded to
 
direct contractor employees for the reason that the U.S. govern­
ment is not a party to host country contracts. For example,

employees under AID direct contracts may be permitted to use
 
the Mission's commissary facilities, but it may be that this
 
privilege is not extended to employees of host country contractors.
 
Such a situation often arises merely as the result of the
 
bilateral agreement between the Host Government and the U.S.
 
Government which limits access to U.S. military or diplomatic

facilities to direct hire employees and direct contract
 
employees. Such limitations must be considered when the host
 
country contract is negotiated, and responsibility for various
 
logistic support items is assumed by one party or another.
 

It is preferable for the Contractor to assume responsibility
 
for providing its own logistical support. A statement that the
 
contractor is assuming all such responsibility should, in such
 
cases, be included in the contract. This arrangement relieves
 
the Contracting Agency (as well as AID) of a number of
 
burdensome details, and can result in more timely and adequate

provision of support for the coltractor.
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If it is not feasible for the contractor to assume full
 
responsibility for its logistical suppport, the responsibility
 
should, to the maximum extent possible, be assumed by the
 
Contracting Agency. In this instance, the contract should
 
specify exactly what is to be provided for the contractor and
 
its employees in the nature of such facilities as housing,
 
office space, secretarial help, transportation, etc. T1 e
 
contract should include a provision which defines 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 in such cases and to be
 
reimbursed from contract funds.
 

There may also be situations where neither the contractor nor
 
the Contracting Agency is able to assume full responsibility
 
for providing logistic support for the contractor. If it is
 
necessary for project implemtnation, the Mission will have to
 
fill in the gap. The costs of such logistical support are,
 
however, charged to project funds. The Mission may either
 
enter into a contract to provide logistical support to one or
 
more ccntractors at the post, or, as a last resort, provide the
 
logistical support directly.
 

Pursuant to State telegrams 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 Embassy health rooms and certain medical services if
 
authorized by the Ambassador. Copies of these cables are
 
provided as Appendix C to this Guidebook.
 

American host country contractors, and their employees who are
 
U.S. citizens, are also allowed limited use of pouch

facilities. The maximum weight of official corresponsdence is
 
two pounds. The maximum weight of personal letters is one
 
pound. Use of the pouch for packages, newspapers, and
 
magazines is not allowed . See State Airgram A-1854 of May 12, 
1978. 
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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
 
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 documentation 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.
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L. Sample Provisions (Chapter 1, 4.3)
 

* The clauses discussed in Chapter 1, 4.3 and the sample contract format 

in Chapter 11 5 should be considered as a checklist against which the 

requirements of the host country's contract should be reviewed. The
 

sa10ple clauses reflect the rcquests 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 circum­

stances 
of the work to be done. It is stressed that the sample clauses 

are not to be copied verbatim, but should be adapted to local law and usage 

as well as to the particular requirements of the transaction under 

considerat ion. 

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 upon 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 (Chapter 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 contiact 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 supply 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.
 

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 Lontract
 
monitoring file maintained by the Project Officer.
 

If AIDA 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
 

Financial Management, AID/W.
 

* 	 Revised 
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CHAPTER V
 

C(ONSIRUCTION SERVICES CO(NTRACTS 

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 tile award of the contract. Ihe contract 

is awarded to the lowest responsive and responsible bidder. A responsive 

bidder is one whose bid is timely and does not rlter in any material way the 

conditions set forth in the IFB. Any bidder who has met the test of prequali­

fication should be responsible; however, prior to award, 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 diffi­

culties. 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 isapproved, the Contracting Agency determines those
 

firms (at least two) with which to commence negotiations, supplying all
 

Note: Unless otherwise noted, all Chapter references cited herein pertain to
 
Handbook 11.
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such firms with the same information as to the basis for negotiation,
 

including the iactors 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 (hapter 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 of work in a contract for
 

a consulting engineer.
 

The employment of a well qualified consulting engineer should greatly facili­

tate the concerns of the Project Officer in dealing with a construction
 

contract. Whatever the level of experience in the Contracting Agency, the
 

consulting engineer can usually provide assurance that the contracting
 

procedures for the construction at hand are being carried out in a sound and
 

professional manner. For example, with a well qualified consulting engireer
 

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 valiable services of interest to
 

the Project Officer, such as, for example, supervising the purchasing and con­

struction activities of the contractor, reviewing and certifying the requests
 

of the contractor for payment, and generally seeing that the contractor
 

carries out the terms of the contract.
 

The functions, responsibilities, and authority of the consulting engineer
 

should be clearly defined in his own contract with the Contracting Agency.
 

The consulting engineer should, moreover, be clearly informed as to AID's
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requirements. For his part, the Project Officer should at all times bear in
 

mind that the consulting engineer works for the Contracting Agency, and not
 

AID, and thus avoid preempting the Contracting Agency's authority with respect
 

to the consulting engineer.
 

D. Type s 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 whea the amount of construction work
 

under contract can be accurately determined, permitting agreement between the
 

contracting parties as to the total amount to be paid; and (2) a unit price
 

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

pre-determined, with the Contracting Agency therefore agreeing to pay the
 

contractor a fixed price per unit of earth actually moved.
 

In both types of contracts, the fixed price is all the contractor may expect
 

to recover, including his profit and all of his costs, whatever they may even­

tually prove tc be. Such contracts may include a combination of the lump sum
 

and unit price items.
 

In exceptional cases, where the construction to be performed cannot be defined
 

with sufficient accuracy to permit the contractor to arrive at a reasonable
 

estimate of his costs, a cost reimbursement plus fixed fee contract may be
 

negotiated. This type of contract is more difficult to administer and less
 

desirable than a fixed price contract because of additional paperwork, quantity
 

checks, audits, etc. The Project Officer should seek the guidance of the
 

regional or Mission lawyer and engineer if ever a construction contract of
 

this type is contemplated.
 

Another kind of contract used in construction work, principally of industrial
 

plants, is known as the turnkey contract, a contract in which the same
 

contractor is responsible for both the design and construction of a project.
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A turnkey contract will normally be on a fixed price basis but may include
 
both lump sum and reimbursable items. Further information on turnkey
 

contracts will be found in Chapter 2, 3.1.2.
 

i.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 withdrawal of bids and against failure of the contractor to perform.
 

A bid bond ensures that the contractcr will execute a written contract. 
A
 

performance bond assures performace if default under the contract were
 

to occur. On the other hand, under a guaranty, default triggers a cash
 

pa~rnent to the Contracting Agency. * 

A payment bond or guaranty secures payment to all persons supplying labor and 
materiel 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)
 

In all but exceptional cases prequalification is used in the selection of
 
contractors for construction work. By means of prequalification the respon­
7,ibility of prospective contractors is pre-determined, thereby avoiding the
 
serious problems which can arise if 
a low bid must be rejected because of a
 
lack of responsibility on the part of the bidder. 
Moreover, prequalifica­
tion saves the less well qualified or unqualified firms the tine and expense
 
of preparing bids and the cost of visiting the construction site, and it
 
saves the Contracting Agency the time and expense of evaluating such bids.
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a. Advertising (Chapter 2, 2.4; 3.5.2)
 

Where the estimated cost of the contract is $500,000 or more, prospective
 
contractors in the United States must be invited to apply for
 
prequalification by means of a questionnaire, the availabijity of which
 
is announced in the Commerce Business Daily published by the United
 
States Department of Commerce. 
The format and content of the notice to
 
appear in that publication are provided in Chapter 2, Attachment 213.
 
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 should be sent to the Office of Small and Disadvantaged
 

Business Utilization (SDB), AID/Washington, Department of State,
 

Washington, D.C., so as 
to arrive at least 60 days in advance of the
 

date when the completed questionnaires are due at the Contracting Agency.
 

This will normally allow ample time for the interested contractors to
 

obtain copies of the questionnaire and to provide the Contracting Agency
 

with the specified information. The advertisemf-.L notice is usually
 

sent by cable to SDB, AID/Washingtcn. The Project Officer should 

determine that appropriate measures are taken to assure the prompt
 

availability to requesting contractors of all pertinent documents,
 

such as iFBs or questionnaires.
 

If the estimated contract value is under $500,000, publication in the
 
Commerce BusinessDaily is not a requirement, but is optional. In any
 
event, if the notice is not published in the Cormerce 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. * 

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 consultii-g engineer is normally responsible for developing the
 

weights to be used in evaluating the responses to the prequalification
 

questionnaires, iswell 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 for 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 iii 
a manner as fair as possible to all firms 

* submitting responses to the questionnaire. * 

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

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

bidders.
 

3. Special Procedure for Complex Construction (Chapter 2, 3.6.6)
 

Where the construction is of so complex a nature that accurate
 
determination of the scope of services and/or technical specifications is
 
not feasible, it may be advisable to provide for a two-stage procedure,
 
subject to approval of the Mission Director. In the first stage, following
 
advertisement and prequalification, if used, invitations are distributed
 
requesting unpriced technical proposals. The technical proposals are
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evaluated and a short list of responsive bidders is developed. In the
 

second stage, a request for priced bids is sent to the short listed firms.
 

Such bids are then evaluated as in the single stage procedure. The
 

advantage of the two-stage system is that technical details and issues can
 

be clarified before bidders are required to establish prices.
 

The 	above cited reference provides additional details on this procedure.
 

4. Invitation for Bids (IFB) (hapter 2.4)
 

In a construction contract the IFB includes instructions to the bidders; a
 

form of tender to be signed by the bidder in submitting his bid; a bill of
 

quantities; technical specifications; forms of bid, performance, and
 

payment bonds or guaranties; a form of agreement; and conditions of the
 

contract. Attachments 2J through 2S to Chapter 2 constitute a sample of an
 

IFB considered acceptable to AID.
 

Thus, the IFB, when its accompanying form of agreement 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 always 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. The Mission or Area Contracting Officer reviews the entire 

package for consistency and contractibility. 

Subsequent objections raised by AID to a contract signed pursuant to an
 

unappro~ed 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)
 

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

b. Conditions of Pirticular Application (Chapter 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.
 

STlie use of mobilization payments is explained in Chapter 2, 4 .7.2.1.m(3).
 

(Please refer also to State cable 273219 of October 19, 1979,paragraph
 

IID(4) (B), a copy of which is attached hereto as Appendix F-(i)). 
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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 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. If prequalification was not used, the IFB is distributed to
 
all firms responding to the announcement of the IFB in the Commerce
 
Business Daily or other publications, as well as to any other firms that
 
the Contracting Agency cares to solicit.
 

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 conft.rence.
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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 riot 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 AI) official who will approve the contract. * 

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 tie 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 an),, 
arose during award


* of the contract. 

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

However, if the Project Officer and other Committee members have worked
 
closely with the Contracting Agency during the procurement process, the
 
Contracting Agency will have been made fully aware of that which AID can and
 
cannot approve. In this event, it is unlikely that the Mission will be
 
confronted with a proposed award with which it cannot concur.
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Mission contract approvals should be scheduled with a view toward the
 

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

bids or of bonds or guaranties during the course of the Mission contract
 

approval process could result in unnecessary delays and increased contract
 

costs.
 

After receipt of AID approval of the proposed award, the Contracting Agency
 

informs the successful bidder that it has been awarded the contract, and
 

arranges a time and place for signing the contract. The document to be signed
 

is usually the Form of Agreement incorporated in the IFB (Attachment 2Q to
 

Chapter 2).
 

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

2, 2.2) Following approval of the contract, the Project Officer should assure
 

that copies are made available to all Mission offices concerned and that a copy
 

of the signed contract, as well as any amendments, is retained in the contract
 

monitoring file maintained by the Project Officer.
 

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. 
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CHAPTER VI
 

PRORMENTOF EQItMENT 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 (hapter 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 ispaid 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 oZ manufacturing the
 

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

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

3. Advertising (Chapter 3, 2.3; 3.5.1)
 

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
 
Handbook 11.
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by AID. The notice covers prequalification, if thii procedure is to be
 
used, or the availability of the IFB, if prequalitication 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
 

quistionnaires. 
 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 tc AID/Washing­
ton. 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 Daily and the AID Export * 
Opportunities Bulletin. The Project Officer should provide copies of these 

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

ment. 

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 the 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 determinii:g that a representative group of reputable firms are
 

to be invited to submit bids.
 

5. 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 IFB, the Mission or regional engineer or
 
commodity specialist should review the specifications, and the Mission
 

controller should review the proposed method of finiancing.
 

Ifprequalification has been used, the IFB is provided to all firms that
 

are prequalified. Ifprequalificatirn has not been used, the IFB is
 

provided to all firns 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 ,iiajor 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 clarificatiu,. 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 reqjested 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.
 



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 fiiiancO it.
 
These provisions as they apply to equipment and materials contracts are
 

summarized in Appendix D to this Guidebook.
 

ATD authorizes three methods of payment for the host country contracts it
 
'inances: direct reimbursement by AID to the host government; direct
 

letter of commitment from AID to the contractor; and letter of commitment
 
from AID to a United States banking establishment. Appendix F summarizes
 
these methods, together with the documentation required by AID in order to
 

effect payment.
 

The Project Officer should consider the possibility of the need for advance
 
or pl'ogress 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 ChaDter 3, 3.10.2.2, are met. (Please
 
refer also to State cable 273219 of October 19, 1979, 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. Ini 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 documentatio' requirements.
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9. Bonds and Guaranties (Chapter 3,3.9) 

* Bid and perfonance bonds or guaranties arc occasionally used in contracts 

for equipment and ma:erial, to protect the Contracting Agency against the * 
withdrawal of bids and against the failure of the contractor to perfoim. A 
payment bond or guaranty secures paymcnt to all persons supplying labor and 

material for perfoimance of the work under the contract. An advance
 

payment bond or guaranty secures fulfillkient of the supplier's obligations 

with regard to pa)ments 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 infomation kith 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 then 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, bqsed on an evaluation of the bids iffactors other
 

than price were considered.
 

11. AID Approval of Contract (Chapter 3,5.8.1)
 

As in the case of the IFB, A ID 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 recamended that the proposed award be suhnitted 

to the Mission for approval before the contract i6 signed. 

The docunentation supporting the proposed award to be provided by the 

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

If the Project Officer agrees with the proposed award, lie recommends
 
acceptance to the Mission Director. 
At the same time, the Project Officer
 
prepares a contract approval memorandum for the record, which is signed by
 
the Mission Director (or his designee) and which, among other things,
 
demonstrates that the contract was awarded in 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.
 

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 the Contracting
 
Agency during the procurement process, the Contracting Agency will have been
 
made fully aware of that which AID can and caniot 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 copy of the signed contract,
 
as well as any amendments, is placed in the contract monitoring file
 

maintained by the Project Officer.
 

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

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 proauct 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
 

procirement 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
 

procuremnent 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 inconjunction with a
 
prequalification questionnaire. 
 The basic differences between the RFQ and
 
the IFB are that in the RFQ procedure it ispossible to negotiate with the
 
offerors for changes inspecifications and terms, and there isno 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 inconnection 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 ifused, 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 in 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 distribution to determine its 

consistency with AID approved contracting principles and procedures.
 

The IRFQ isdistributed 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. Inthe case of failed competition, the contracting
 

Agency and All) should establish a list in accordance with the discussion
 

in Chapter 3, 3.7. 3c, 

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 specifie for theii receipt in the RFQ. "TheContracting Agency, or
 
its procurement agent ifone isused, is reTnonsible for the evaluation of
 

the quotations 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 includod in the RFQ. Depending on the experience and capability of the
 
Contracting Agency, or its procurement agent, the Project Officer may find
 
itadvisable to review the evaluation procedures used in order to ascertain
 

that the various quotations 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 tLese negotiations is to achieve for the Contracting Agency the procure­
ment under the most advant-geous terms possible, taking into account such 
factors as design, price, terms of delivery, availability of service and 
spare parts, warraqties, etc.
 

Minor changes in the Contracting Agency's requirements (e.g., scope of
 
work, contract terms) should be given simultaneously inwriting to all
 
offerors. Where such changes are substantial, the Contracting Agency
 
should consider issuance of a new RFQ.
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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
 
,-he 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) 

l-e-t country contracts for equipment and materials not exceeding $100,000
 

may be informally solicited, negotiated,and awarded pursuant to special pro­

cedures for small value )rocurement. Quotations should nonetheless be
 

obtained from a reasonable number of sources, with the award being made for 

the most advantageous offer, taking ipto 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 Information 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 thf Contracting Agency's procurement
 
capability described in Chapter II C of this Guidebook indicates the existence
 
of satisfactory Contracting Agency procedures, the Project Officer should
 
normally not need to become directly involved in small value procurement.
 
Subsequent reviews of the Contracting Agency's transactions financed by AID
 

may be left to the auditors.
 

Where the analysis of the Contracting Agency's capability indicates other than
 
satisfactory procedures, Chapter II C of the Guidebook also provides
 
alternative options which should be considered by the Project Officer.
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CHAPTER VII
 

CO(XNRACT IMPLEMENTATION AND MONITORING
 

A. Monitoring Principles and Methods
 

Monitoring a host country contract is the process whereby a designated AID
 

Field Project Officer observes and reports upon the activities and performance
 

of the host country Contracting Agency and the contractor during the project
 

implementation phase. The basic objective of such surveillance is to facili­

tate successful completion of the AID-financed contract involved while
 

simultaneously safeguarding AID's interests and investment.
 

Although many of the monitoring principles and methods applicable to the over­

sight of direct AID contracts would also be appropriate in the case of host
 

country contracts, it is imperative that the Project Officer keep continually
 

in mind the fact that AID itself is not a party to host country contracts. Nor
 

should it be overlooked that, properly, the host country Contracting Agency
 

should in its own interests and on its own initiative maintain continuing over­

sight of the work of the contractor it has legally engaged. While monitoring
 

by the AID Project Officer may in some respects be considered as complementary
 

to that performed by the host country, the significant distinction is that his
 

activities are intended primarily to serve AID purposes. The Project
 

Officer's relationships with the host country and the contractor, as well as
 

his "style" of monitoring, should reflect appropriate recognition of these
 

important considerations, as stressed in Chapter I of the Guidebook.
 

In terms of AID interests, monitoring is essential to assure that U.S. public
 

funds are being expended in accordance with statutory and AID administrative
 

requirements and that the services and commodities being procured are
 

delivered and used properly. Effective project monitoring also enables the
 

Project Officer to keep abreast of a contractor's activities and to anticipate
 

problems or bottlenecks which neither the contractor nor the country Contract­

ing Agency may be able to resolve promptly (e.g. technical difficulties;
 

procurement delays; inadequate logistical support or local currency avail­

ability; etc.). In such circumstances, the Project Officer should of course
 

assist wherever possible and appropriate in the resolution of such problems.
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Chronologically, host country contract monitoring should commence as soon as
 

feasible following execution of the contract by the Contracting Agency and the
 

contractor. At the outset of this process, the Project Officer should
 

establish a contract monitoring file (see also Section Q of this Chapter)
 

containing a copy of at least the following documents:
 

* analysis of the host country's procurement capabilities
 

a project procurement plan
 

* monitoring plan
 

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

* related host country contract (and ancillary documents)
 

The Project Officer should be thoroughly conversant with the substantive
 

content and provisions of the Project Paper, the Project Agreement (including
 

related PILs), and the contract itself, inasmuch as these basic documents
 

constitute the framework within which he will be overseeing the procurement­

related undertakings of both the host country and the contractor. Of special
 

importance to his monitoring tasks are the procurement, financing, and
 

logistical support provisions of the Project Agreement and PILs; and the scope
 

of work, performance schedules or benchmarks, procurement, payment methods,
 

budget, staffing, reporting, and logistical support provisions of the contract.
 

Building upon the foregoing, the Project Officer should develop his own moni­

toring schedule or checklist, keyed to the specific major events and require­

ments encompassed by the contract as well as to the basic monitoring tasks foi
 

which he is responsible. Although no unifon monitoring system is prescribed,
 

the Project Officer should design this schedule or checklist to include as a
 

minimum identification and timing of each of the significant events or activi­

ties covered by the contract (e.g. arrival of key staff; provision of
 

logistical support requirements; disbursement schedules; procurement and
 

installation of equipment; submission of reports and their projected completion
 

dates; proposed site visits; joint reviews of contract progress with the Con­

tracting Agency and the contractor; etc.). Proper preparation and maintenance
 

of a management tool along these lines should materially facilitate methodical
 

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

for their own use.
 

Meaningful contract monitoring relies upon a number of managerially accepted
 
oversight methods 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., adequ.acy of logistical support; availability of local currency;
 
customs ciearances; etc.);
 

* 	assuring thet required financing arrangements are made, analyzing

disbursements against planned expenditures, and approving contractor
 
payment vouchers;
 

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

@ coordinating actions required of other officials (whether host country,

AID, or contractor officials.), and following up to assure that required

actions are taken in a timely manner;
 

* 
assuring that requiret contract audits are made, and that corrective
 
actions are taken where necessary; and
 

v 	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 which deals with all aspects of project implementa­

tion monitoring, including contracting and procurement. Appendix liE of the
 

same Chapter is of particular interest to Project Officers responsible for 

monitoring host Country contracts and ov.ersight 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 wizb 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 the extent necessary, he
 

should guide and support the Contracting Agency in its oversight of the
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contractor's performance, as for example, in arranging site visits, and in
 

scheduling progress review meetings with the contractor. Wherever feasible,
 

joint monitoring of the contract -- involving the participation of both the
 

Project Officer and an official of the Contracting Agency -- should be sought
 

as the most desirable and effective approach serving both host country and AID
 

purposes.
 

Where substantive problems arise between the Contracting Agency and the con­

tractor which warrant intervention by the Project Officer, he should endeavor
 

to assist in the resolution of the difficulties as informally as possible in
 

the capacity of mediator or 'honest broker." Or where the host country is
 

delinquent in meeting its commitments, (e.g., in approving contractor invoices;
 

arranging customs clearances), he should review the situation with the Con­

tracting Agency, expressing appropriate concern and urging prompt attention to
 

the problem. In these and similar circumstances, he should of course avoid
 

any actions or statements which could appear to commit AID or otherwise
 

infringe upon the contractual relationship between the Contracting Agency and
 

the contractor.
 

"Unilateral" monitoring of the contractor's performance by the Project Officer
 

should also be avoided (although this should not be interpreted as precluding
 

informal relationships and discussions between the contractor and the Project
 

Officer). As a general rule, where the Project Officer wishes to visit or meet
 

with the contractor, he should so advise the Contracting Agency in advance,
 

urging its participation. This approach not only minimizes the possibility of
 

misunderstandings about the role of AID in the monitoring process, but serves
 

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

Indealing 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.
 

Inmonitoring 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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acauainted 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:
 

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

* 	verify that the contractor clearly understands the scope of work., major

provisions of the contract, and the general nature of his relationships
 
with the Contracting Agency and the AID Mission;
 

o ouline plans for periodic reviews of the contractor's progress; and
 

* 
generally to assist the contractor during the mobilization stage of the
 
contiact (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/Piscussions with the Contractor
 

Meeti;g 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 review: should normally be
 

keyed to the planned completion of major events or activikties under the con­
tract to facilitate comparison of actual versus plari ed 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 Project Officer is expected to record the facts in a summary
 
memorandum, with conies made available to senior Mission management and the
 

contract monitoring file. This is particularly important where some action by
 
AID itself may be required, sucl as expediting financing arrangements or
 
obtaining needed waiver approvals. Memoranda of this kind can serve a number
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of purposes, by alerting and enlisting the assistance of other Mission offi­

cals regardiiig specific problems (e.g. the Controller in the case of payment
 
problems), by providing a useful follow up reminder of further actions
 
required, and by documenting the Mission files for future reference.
 

F. Commodity Procurement
 

A host country contract for services (whether technical/professional or
 
construction services) may also authorize the contractor to procure project­
related commodities (e.g., laboratory equipment; vehicles; generators; etc.).
 

Services contracts which are on a fixed price basis and which include a com­

modity procurement component include any applicable requirements in accordance
 

with Chapters 1 and 2 of Handbook 11. Chapter 3 of Handbook 11 provides
 

guidance relating to services contracts which are on a cost reimbursable basis
 

and also include a commodity procurement component. 

When a host country contracts separately for project-related commodities, 

particularly where specialized equipment is required or where the volume and 

value of the commodity component of a project warrants such treatiment, the
 

commodity procurement is subject to the rules and procedures set forth in 

Chapter 3 of Handbook 11.
 

Prompt procurement and proper utilization of project-related supplies and
 

equipment may be, and often are, critical to the effective overall performance
 
of the contractor and achievement of the project's goals. Monitoring such
 
procurement is therefore an important aspect of both project and contract
 

oversight.
 

In its own interests, the Contracting Agency should assure that the procure­
ment of needed commodities is indertaken expeditiously, in conformance with
 

the terms of the related contract, and that deliveries are made on schedule.
 

To the extent necessary, the Project Officer should assist the Contracting
 

Agency in developing a procurement schedule, reporting mechanisms, and a
 

monitoring checklist for these purposes. This checklist should include all
 
details relevant to each procurement transaction -- such as shipping and
 

inland transportation to the work site; inspection and testing; customs
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clearances; storage and warehousing; documentation; etc. -- to facilitate tie
 
monitoring process. Useful guidance in this respect will be found in Appendix
 
llE (Specific Monitoring Respnsibilities) of Chapter 11, Handbook 3.
 

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

provisions of Handbook 11.
 

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

documents provided to the Contracting Agency by the contractor.
 

G. Participant Training Services
 

Host country contracts for professional and technical services frequently
 

require the contractor to train, or arrange the training of, country nationals
 
in project-related activities (e.g. in the operation aid maintenance of equip­

ment; in health administration methods; etc.).
 

Whenever the contractor provides participant training in the United States or
 
in a third country, the contractor is required to submit a special report to
 
both the Contracting Agency and the AID Office of International Training,
 
pursuant to Section 4.3.44 of Chapter I, Handbook 11. The Project Officer
 
should assure that the contractor complies with this requirement.
 

Although no special report is required in those circumstances where the
 
contractor provides training in the host country itself under the terms or the
 
contract, the details of such training should be included in the contractor's
 
periodic progress reports. Because of its development significance, the Pro­
ject Officer should review the adequacy and effectiveness of such training
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during the course of his contract monitoring. Visits to the site of 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.
 

H. Contractor Logistical Support
 

The logistical support of contractors is a troublesome implementation problem
 
in many countries, particularly in Africa. As a general policy, host country
 

contractors are expected to be administratively and logistically self­
supporting to the maximum practicable extent, with the host country providing
 
only such support services as are specified in the related contract. AID
 
Missions are not staffed to provide support to host country contractors, nor
 
should they be, althougn in some particularly difficult country situations the
 
Mission Director may authorize the provision of limited support services in
 
some areas (e.g. emergency use of vehicles) as an exception to the general
 

policy.
 

PioLlems 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 be 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 housing, customs clearance, visas, internal transportation, duty free
 
privileges, office space and equipment, access to medical facilities, etc. 


should be assured and available as needed.
 

Wheie the host country is delinquent in supporting the contractor as required
 
by the terms of the related contract (or Project Agreement), the Project
 
Officer should review the matter promptly with the Contracting Agency,
 
stressing the importance of prompt resolution of the problem and the cost
 
implications thereof. If the Contracting Agency fails to rectify the
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situation, the Project Officer should then report the facts to the Mission
 
Director for such action as the latter considers appropriate under the
 

circumstances.
 

Please see Chapter IV J4 of the Guidebook for a further discussion on
 
logistical support of contractors.
 

I. Financial Arrangements and Methods of Payment
 

As noted in Chapter III of the Guidebook, all host country contracts include
 
appropriate provisions relating to methods of payment (e.g., direct reimburse­
ment; letters of commitment; etc) and the documentation requiree 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
 
Mission controller (or his staff) in advising the Contracting Agency or the
 
contractor on such 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
 
documentation) submitted by a contractor for payment pursuant to the terms of
 
the contract. This responsibility stems from the fact that the Project Officer
 
is the AID official who is most completely and currently informed about the
 
progress, problems, and accomplishments of the contractor. 
He is thus the
 
logical U.S. official to acknowledge that the services and/or commodities
 
covered by a contractor's vouchers have in fact been satisfactorily delivered.
 
His approval of such vouchers not only helps assure that AID's interests are
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adequately protected in financing specific transactions, but as necessary can
 

also serve as a useful means of influencing corrective action in the event of
 

significant deficiencies in a contractor's performance.
 

The administrative approval of vouchers by the Project Officer -- in the form
 

of prescribed certifications -- is supplementary to the normal U.S. Government
 

requirement for the financial certification of all payment vouchers by an
 

authorized U.S. certifying officer (normally the Controller or a member of his
 

staff in the AID Mission). It is also additional to such certifications as
 

may be required from the host country Contracting Agency -- e.g. as specified
 

in Sections 3.6.5.4. et seq. in Chapter I, Handbook 11 -- which vary depending
 

upon the payment documentation requirements of the contract.
 

If for some valid reason the Project Officer feels it necessary to withhold
 

administrative approval of a contractor's voucher, lie 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.
 

The problem should also be reviewed informally with both the Contracting
 

Agency and the contractor before action to withhold approval is taken. In any
 

event, the Project Officer's administrative approval should be withheld only
 

from the item or items in the voucher which are questionable, thus permitting
 

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

Itshould be noted that certain types of vouchers are exempted from the
 

requirement for administrative approval by the Project Officer. These are
 

vouchers for payments made pursuant to an AID letter of commitment to a bank
 

or for payments for the procurement of equipment and materials. In this
 

respect, refer to Appendix F of the Guidebook which includes Circular Telegram
 

State 286425 of November 2, 1979.
 

Further guidance relating to the administrative approval of contractor
 

vouchers (including variations in the text of the Project Officer's approval
 

statement applicable to differing circumstances) will be found in Chapter 3H
 

of Handbook 19, Financial Management.
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K. Waivers
 

Under ideal circumstances, the need for waivers of AID rules applicable to the
 
procurement of services or commodities should have been anticipated during the
 
project development cycle, or at the latest during the contract negotiation
 
and approval process. Frequently however, as a contractor proceeds with its
 
work following execution of a host country contract, a waiver of one or more
 
AID rules may become necessary. It should be remembered that waivers are
 
exceptions to the rules, requiring substantial justification, and are not
 

granted as a matter of routine.
 

Preparing and justifying waiver requests where the need arises in the imple­
mentation of a contract is an important responsibility of the Project Officer.
 
Since at this stage work under the contract may be well under way, prompt
 
action is requifed Lo minimize frustrating and possible costly delays.
 

The Project Officer is expected to be reasonably familiar with AID's basic
 
procurement policies in Handbook 1, Supplement B, and with the waiver provi­
sions of Handbook 11 which apply to specific contracting circumstances (such
 
as waiving competition in the procurement of services pursuant to Chapter 1,
 
2.4.2, of the same Handbook). Experience indicates that most waiver requests
 
arise from AID's nationality, source, and origin requirements. These and
 
other AID procurement rules, together with their related waiver authorities
 
and limitations --applicable to host country contracts for technical and
 
professional services, construction services, and commodities 
-- are set forth
 
in the relevant Chapters of Handbook 11.
 

As in other aspects of his monitoring functions, the Project Officer
 

should of course seek the assistance of other Mission officers (e.g.,legal
 

advisor, contracting officer, engineer, commodity specialist, controller)
 

in considering Lne validity of waiver requests and in documenting them
 

properly. It is generally advisable to clear such requests in every case
 

with the legal advisor, particularly where interpretation of an AID rule
 

stemming from a statutory requirement may be necessary.
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Appendix E, '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 Extensions and Amendments
 

The dynamics of project operations overseas frequently necessitate extensions
 

or amendments of host country contracts. Action to effect such changes in the
 
contract requires tie agreement of both the Contracting Agency and the
 
contractor, and generally speaking, the prior approval of the AID Mission.
 

Host country contracts should contain a provision specifying the kinds of
 
amendments requiring AID prior approval. 
As a minimum, any amendments which
 

increase the cost of the contract or extend its completion date, however,
 

should be approved by AID. The Project Officer should normally be aware of
 
the potential need to amend or extend any contract he is monitoring, by virtue
 

of his familiarity with the circumstances and the status of the work. He
 
should apprise Mission management promptly of this eventuality, particularly
 

wher, additional contract costs may be likely, or where the completion date
 

of the contract may require a significant extension affecting the overall
 

targets of the related project.
 

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

latter in determining the validity of proposed extensions or amendments. His
 
participation in this process should facilitate action by the Mission on such
 

changes, as and when submitted to AID for approval.
 

When a Project Officer is considering proposed extensions of a host country
 

contract, he should check to ensure that the related project's terminal
 
disbursement date and the terminal dates for requests of letters of
 

commitment, as well as the project agreement completion date, permit the
 

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

Where a contractor alerts the Project Officer to the need for an extension or
 
amendment, under no circumstances should the contractor be led to believe that
 

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

January 1983
 
(.TM 3S;5)
 



-98­

this effect must be scrupulously avoided. The contractor should be reminded
 
that in the first instance approval of the Contracting Agency must be obtained,
 

following which the proposed change is to be submitted to AID for its consider­

ation and approval.
 

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

provisiuns in (hapters 2 and 3 of Handbook 11.
 

M. Contractor Reports
 

Effective monitoring systems demand the timely receipt and analysis of
 
relevant contract status information. Normally, under the provisions of the
 
Project Agreement (and related PILs) and the terms of host country contracts,
 

both the host country and the contractor are required to submit progress,
 
financial, shipping, and other reports. 
Copies of these reports should prove
 
invaluable to Project Officers in monitoring country contracts and in
 

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

Maximum use should be made of these reports by the Project Officer as the
 

basis for his general oversight of the contractor and his performance.
 

Special or additional reports should be required only where the Project
 

Officer can justify them for essential monitoring purposes.
 

To assure the availability of contractor reports, the Project Officer should
 
make arrangements with the Contracting Agency or with the contractor to receive
 
routinely copies of all reports which the contractor is required to submit to
 
the Contracting Agency. Upon receipt of each report, the Project Officer
 

should review the document for its adequacy and responsiveness, particularly
 
its relationship to planned targets or benchmarks and its identification of
 

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

suggested by the Project Officer.
 

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

promptly.
 

N. Site Visits and Inspections
 

Among the more productive methods of contract monitoring are periodic visits
 
by the Project Officer to the site of the work in progress. Inmost 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 obtain first-hand impressions of the contractor's progress and to
 
identify incipient problems which may adversely affect the contractor's
 

performance unless remedied.
 

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

aid assist it in this effort.
 

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

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

jected targets and deadlines.
 

There may be instances where the Project Officer feels it necessary to make a
 
site visit, but where a joint Contracting Agency/Project Officer inspection
 
may not be feasible or desirable. Under these circumstances, the Project
 
Officer should normally advise the Contracting Agency in advance of his inten­
tion to visit the work site in order to avoid any appearance of unilateral
 
monitoring or usurpation of the Contracting Agency's oversight functions.
 

Whether a site visit is conducted jointly or by the Project Officer unilater­
ally, as soon as Possible following each visit he should prepare a summary
 
report highlighting his observations and findings for internal Mission manage­
ment and information purposes. Normally, a copy of this report should be made
 
available to the Contracting Agency. Appendix G provides a sample format for
 
use by Project Officers in preparing a Site Visit Report to meet internal
 
Mission management needs. This is a dual-purpose format which can be used for
 
either a periodic Contract Status or a Site Visit Report, modified or adapted
 
as necessary to the nature and circumstances of the specific host country con­

tract(s) being monitored.
 

Copies of each Site Visit Report should be made available to the Mission
 
officers concerned and to the contract file maintained by the Project Officer.
 

0. Project Officer Contract Status Reports
 

As required by the Mission Director or as circumstances otherwise dictate, the
 
Project Officer is responsible for the preparation and submission of periodic
 
renorts on the implementation status of 'ach contract being monitored. 
These
 
reports should describe briefly the progress achieved by the contractor against
 
the schedules or benchmarks set forth in the contract, actual versus planned
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expenditures, major problems encountered or anticipated, remedial actions
 

taken or required to resolve such problems, and the entities (or individuals)
 

responsible for further action or follow up.
 

In preparing these reports intended for internal AID use, the Project Officer
 
should draw upon Contracting Agency and contractor progress and financial
 

reports, prior site visits if any, and his own independent analyses and
 
conclusions. The primary objective is to provide the Mission Director and
 
Mission management with a frank and objective assessment of the contract's
 
current status, as well as identifying significant problems and courses of
 
action needed to facilitate the timely and cost effective completion oC the
 

contract.
 

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

periodic Contract Status Reports to meet internal Mission management and
 
information needs. As noted earlier, this is a dual- purpose format designed
 
to be used for either periodic contract status or site visit reports. Intended
 

as a guide only, the format may be modified and adapted as the Project Officer
 
sees fit to reflect the circumstances applicable to the specific host country
 
contract(s) being monitored. Copies of each Contract Status Report should be
 
made available to the Mission officers concerned and to the contract file main­

tained by the Project Officer.
 

P. Project Officer Special Reports
 

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

country contract for purposes of the Congressional Presentation, public
 
information requirements, AID management, or for other reasons. 
 It is the
 
responsibility of the Project Officer to prepare or to coordinate the prepara­
tion of such reports, and to assure their submission on or before the deadline
 

prescribed.
 

Q. Contract Monitoring File
 

To facilitate his work, the Project Officer should establish and maintain 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; the host country contract; finan­
cial, progress, shipping, and other reports; contract amendments or change ord­
ers; letters; memos; cables; etc.) should be readily accessible in this file.
 

It should be noted that the contract monitoring file is in addition to the
 
official project files which are maintained by the Mission in accordance with
 
Handbook 3, Chapter 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 completely documented, current contract
 
monitoring file is important for several reasons. 
This file (1) serves as a
 
basic tool for effective contract oversight, (2)facilitates the transfer of
 
monitoring responsibility from the Project Officer to his successor in event
 
of the former's reassignment, and (3) provides an invaluable institutional
 

record of accomplishments and/or problems under the contract.
 

Where a Project Officer is departing from post duLine 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 monitoring of the contract upon his
 

arrival.
 

The Project Officer can also assist the process of strengthening the Agency's
 
'11emory"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 AID/W Office of Development
 

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

R. Correspondence
 

As the AID focal point of contact with the Contracting Agency and the contrac­
tor, the Project Officer will normally be the recipient of letters and memos
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from both, or from other sources, relating to contract implementation and
 
monitoring. Where a reply to such correspondence is required, the Project
 

Officer will either respond promptly in writing, or arrange to have the
 
response prepared by the AID officer primarily responsible for the subject
 
matter concerned. He 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.
 

Depending 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 Appeals 

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

formal arbitation, is of course highly preferable.
 

Because of his role and AID's recognized interest in the successful completion
 
of the contract, the Project Officer may be asked, by either or both parties,
 
to assist in the resolution of disagreements. This may occur even where the
 
matter does not directly affect AID's rights or obligations, as for example a
 
dispute over compliai'ice with technical specifications in the contract. Where
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the disagreement does involve an AID right or rule, such as the application of
 
AID's source/origin requirements, the Project Officer can expect to be
 
consulted as either or both parties seek a solution.
 

Under any of these circumstances, the Project Officer should discuss the
 
matter with the Mission legal advisor and enlist his counsel and assistance.
 
If it is agreed that his involvement in the dispute would be appropriate or
 
necessary, he should then use his good offices to influence the parties in
 
settling the issue as informally as possible. In some cases, arranging to
 
have the legal advisor participate in a discussion of the problem with the
 
Contracting Agency and the contractor may be the most effective way of
 

resolving the difficulty.
 

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

U. Enforcement and Remedies
 

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

In these difficult circumstances, it is almost inevitable that the Project
 
Officer will be drawn into the matter. Although he may counsel and assist the
 
Contracting Agency as it reviews the performance of the contractor and
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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 guidance in Section T above relating to disputes would appear to be
 

* equally appropriate to situations of this nature. 

V. Contract Audits by Host Country
 

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

Guidebook Chapter IV J2).
 

The capability of the host country to conduct such audits 
-- using its own
 
audit facilities or qualified independent 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
 
financial area, as described in Chapter 8, Section A5g, of Handbook 19,
 
Financial Management.
 

Working in close collaboration with the Mission controller, the Project
 
Officer should take such steps as are necessary 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,
 
particularly of cost reimbursable contracts, indicating when contract audits
 
should be made and when actually completed. Where the host country fails to
 
make or arrange for such audits promptly, the matter should be discussed with
 
the Contracting Agency. If after a reasonable period audit action has not
 
been taken, the Project Officer should report the delinquency to the Misson
 
Director so that he may review the issue with appropriate officials of the
 

host country.
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* Where the Mission determines that suitable audit facilities are not available 

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

General for an audit either by AID, the Defense Contract Audit Agency, or a 

private accounting firm. * 

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

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

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

Contracting Agency and that appropriate adjustments are made in the Mission
 

financial and other records.
 

W. Audits and Investigations by U.S.
 

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

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

Accounting Office, Congressional Committees or other U.S. Government Agencies.
 

Where such audits or investigations involve a host country contract which the
 

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

and assure their ready access to all pertinent documents.
 

Where the Project Officer feels that special circumstances may warrant audit
 

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

the matter to the Mission Director for his information and for such further
 

action as may be necessary.
 

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

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

If the findings or recommendations in such reports appear justified, he should
 

then arrange for, and coordinate, appropriate corrective action to be taken by
 

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

Particular attention should be given by the Project Officer to any investiga­

tion which results from a protest by an unsuccessful bidder. In the first
 

instance, the Project Officer should promptly inform all appropriate AID
 

officials, including the Mission or regional legal advisor. In collaboration
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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 in the case and to arrive at a Mission position on the
 
merits of the protest.
 

If the protest has been addressed to the Contracting Agency, it should be
 
acted upon by 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 originate from the Mission or from AID Washington.
 

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

X. Contract Closeout and Termination
 

Host country contracts fo 
services provide for their termination under vary­
ing circumstances. For examp,., 
Chapter I of Handbook 11 notes the provisions
 
under which the Contracting Agency may terminate a contract for default or
 
convenience (Sections 4.3 33 and 4.3.34 respectively), or under which a con­
tractor may terminate the contract for non-payment (Section 4.3.35). 
 Similar
 
provisions will be found in Chapters 2 and 3 of Handbook 11.
 

Contracts should also be "closed out" in an orderly fashion upon'satisfactory
 
completion of the work by the contractor. 
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
 

Contracting Agency and contractor certifications should be obtained and filed
 

in the contract monitoring file.
 

Y. Project Evaluation Summary (PES)
 

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

to prepare, or to participate in the preparation of the "Project Evaluation
 

Summary" (PES) which assesses the project as a whole. The timing of project
 

evaluations requiring a PES is keyed to the approved project evaluation
 

schedule. Chapter 12, Appendix 12A, of Handbook 3 provides guidance with
 

respect to this requirement.
 

Given the critical role of contracts in project implementation, meaningful
 

evaluations obviously must include some discussion of each contract's
 

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

the contract monitor, 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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F;LE: PER-FSN 

UNITED STATES INrERNATIONAL DEVELOPMENT COOPERATION AGENCY 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 0 C 20523 

September 17, 1981
 

THE ADMINIS1 RATOR 

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 31 
(See attached Handbook
 
Transmittal Memorandum) concerning the role of local national
 
employees in A.I.D. Missions and offices. 
 It is not my in­
tention to write a personal transmittal 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 employees are an invaluable asset to A.I.D. 's 
operations around the world. They bring to their work not only

expertise in their particular fields but also often a deeper

understanding of local language and culture than U.S. citizen
 
employees are likely to acquire during their time at a parti­
cular post. Each of you has, 
I'm sure, dealt with and relied
 
upon individual local national employees whose contribution to
 
our work in development has been extraordinary. It must be the
 
policy of this Agency, within the limitations indicated below,
 
to maximize 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 concerning local national employees which it 
is not my
 
purpose to modify at the present time. First, of course, as 
 a
 
constitutent element of 
the U.S. country team, A.I.D. must abide
 
by certain security.requirements. As Handbook 31 points out,

local national employees may not have access to classified
 
material or to material containing loyalty or security infor­
mation. Their actions are governed in all respects by local
 
laws, including taxes, some of which 
are not applicable to U.S.
 
citizen employees. In addition, local employees may not be
 
placed in a position of final decision making on policy issues,

of undertaking official representation functions before the
 
cooperating government, or involvement, on a regular basis in
 
supervision of U.S. citizens. 
 Finally, pay scales for local
 
national employees are based on local 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 Missio:is) and for which
 
they should receive appropriate recognition. For example, many

Missions around the world have for years, on an 
informal basis,

utilized capable local national employees as project managers or
 
coordinators within their areas of competence. Such employees
 
are often fully capable of carrying out such functions as site
 
inspections, reviews of project schedules, training, and other
 
communications with local counterpart officials, and admini­
strative review of vouchers, provided that these activities are
 
carried out under the supervision of a division chief other
or 

responsible U.S. citizen employee. 
 Similar responsibilities may

be entrusted to local national employees in Mission program,

administrative, engineering and controller offices among others.
 
It is the supervisor, however, who must retain decision making

power on policy issues and power of final approval of signi­
ficant project actions.
 

I wish to make it quite clear that the prohibition on "repre­
sentation" by local national employees does not extend to normal
 
and significant technical contacts with officials of the coopera­
ting government, normal oral or written communication with
 
regard to A.I.D. activities or appropriate participation in
 
meetings between U.S. and host country officials on unclassified
 
matters. Local national employees may not however, sign formal
 
Implementation 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
 
national employees though the Agency will be giving further
 
thought to this matter. Meanwhile, however, the existing rule
 
should not be woodenly interpreted so as to prohibit a local
 
national project manager, for example, from calling meetings

involving U.S. citizen employees or otherwise coordinating

functions or 
activities for which he or she has rcsponsibility.

In addition, if a Mission Director or 
Division Chief finds that
 
supervision of an 
intern by a local national employee for a
 
given period would be in the best interest of the Mission and of
 
the intern, such arrangements should certainly be established.
 

Finally, in addition to encouraging local national employees to
 
assume responsibility which corresponds with their professional

capacity, we should do more to provide some measure of formal
 
recognition of the functions which local national employees in
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fact carry out. For example, Missions are encouraged, notwith­
standing the official title of the position occupied by a local
 
national employee for the purposes of our personnel register, 
to
 
allow the use of titles on office Joors, business cards, etc.
 
which are meaningful within the local culture and which are
 
helpful to local national employees by providing status which
 
will allow them to deal effectively with their counterparts, 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 appropriate for A.I.D. personal service con­
tractors hired directv. by A.I.D., including local national and
 
third country nazionaI's. it does not apply to host country­
contracted personal service contractors who, though they may be
 
A.I.D.-funded, ere legally responsible 
to the cooperating

government and ih that capacity, may not function as 
employees

of an A.I.D. Mission.
 

As indicated above, many of the suggestions contained in this
 
message are already being implemented on a informal basis. What
 
I want to see now is an effort on the part of all A.I.D.
 
Missions and Offices to make these arrangements part of official
 
policy for the sake both of the efficiency of the Agency and of
 
the sense of personal achievement and professional satisfaction
 
of our local national employees.
 

4. Peter McPherson 

Attachment:
 
Handbook Transmittal Memorandum
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HANDBOOK TRANSMITTAL MEMORANDUM 

tATERIAL TRANSMIITTED -- Handbook Circular, HB 31 , Foreign National Personnel 

Pending the issuance of revisions to 3 FAM 922.4e, 926.2c(l) and (2), a Handbook 

31 Circular, Responsibilities of AID Fornidon Service National Eniployees, is issue( 

to clarify and elaborate upon AID's policy regarding the role of Foreign Service
 

National employees, 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
 

revisions to 3 FAM 922.4e, 926.2c(l) and (2).
 

,January 1983
 
(TM 3S:5)
 



A-5
 

AID HANDOCK CIRCULAR - HB 31 

Responsibilities of AID Foreign Service National Eployees
 

Pending the issuance of revisions to 3 FAM 922.4e, 926.2c(1) and (2), the
 
following should be made available to all AID personnel overseas:
 

1. New material which will be issued to follow inmediately after the 
current 3 FAM 922.4e: 

Notwithstanding the above, it is the policy

of AID to encourage local national employees
 
to assume as much professional responsibility
 
as they are capable of handling and, within
 
the constraints outlined in Section 922.4, to
 
work in an atmosphere of full professicnal
 
equality with U.S. citizen emplnyees. For example,

local national em:ployees may, under the super­
vision of a division chief or other responsible 
U.S. citizen e:ployee, be designated as project
 
managers or coordinators for specific projects

within his or her area of competence. In such
 
capacity, a local national employee may conduct 
site inspections, review project scheduling and
other, technical project elements with counter­
part officials and conduct administrative review
 
of vouchers. Similar responsibilities may be
 
assumed by local natioral employecs in other
 
mission divisions including administrative, program

office, controller, etc., subject to appropriate
 
supervision by division chiefs or other U.S. direct­
hire personnel. in carrying out these functions,
local national employees may not be placed in the 
position of making final decisions on policy matters, 
official representation of the U.S. Government 
(including signing of Implementation Letters) or 
supervision, on a regular basis, of U.S. citizen
 
employees. They also may not be designated as
 
contracting officers.
 

This guidance is equally applicable to local and
 
third country national direct personal service
 
contractors. It does not apply to host country

personal service contractors who, because of legal

responsibility to the cooperating government, may
 
not function as employees of an AID mission.
 

2. Paragraphs 3 FAM 926.2c(l) and (2)are being revised to read as
 
follows:
 

January 1983
 
(TM 3S:5)
 



A-6
 

(1)Services Wich May Be Performed Under PSC
 

Custodial, housekeeping, mainten:nce, transportation, 
and other 3trviC2-type activitice: requiring skilled or 
unskilled latr; also profession:l, subprofessionai, 
and clerica! serviTes directly rilated to the conduct 
of project activities or aSsiznrrenta within the host 
country m'.nistriez, and missirn a.dministrative activities 
which do not involve the elements indicated in (2), below. 

(2) Services Vdhich "-y Not Be Performed Under PSC 

Services which involve classified oterial, policy 
formulation, prc; -an plannin~., representation, or 
supervision of direct-hire employees of the U.S.
 
Governen t 
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APPENDIX B
 

ASSESSMENT OF LUST O(UNTRY PROCURRENT CAPABILITIES
 

Section C, Chapter II, 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 satisfactory
 
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
 

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

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

* Is contracting for services or commodities a regular and continuing
 
function of the Contracting Agency? If 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?
 

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

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

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

* Does the Agency have a disputes and claims settlement process which is
 
considered fair and equitable? Does it have adequate legal counsel
 
available to it?
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e 	Does the Agency have adequate authority to negotiate and award contracts,
 
approve contractor vouchers, pay contractors promptly, amend contracts,
 
etc. without requiring the approval of other host country entities? If
 
not, are such external approval requirements likely to delay or complicate
 
the contracting process excessively?
 

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

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

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

* What demands are likely to be made on AID Mission staff to instruct the
 
Contracting Agency concerning AID procurement rules and piocedures, and to
 
provide guidance and assistance to it during the contracting process?

Does the Mission have the staff resources to meet such demands?
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COPY 

UNCLASSIFIED 	 OUTGOING
 

DEPARTMENT OF STATE 	 TELEGRAM
 

Page 01 State 061620 	 5491 State 061620
 

Info. 	 OCT-01 MED-03 L-03 AF-08 ARA-1O EA-09 EUR-12
 
NEA-IO IGA-02 SP-02 A-O1 SCSE-80 SCA-OI 032 R
 

DRAFTED BY SER/CM: HLDWELLEY: PM 	 R 1909372 MAR 77
 
APPROVED BY SER/CM: HLDWELLEY FM SECSTATE WASH DC
 
A-DAA/SEP: SCTHOPNBURG DRAFT TO AID PRIN POSTSV
 
M/MED: GSROSE (DRAFT)
 
M/MED: WMWATSON, M.D., (DRAFT) UNCLAS STATE 061620
 
M/NED: ERHIGGS (DRAFT)
 
M/NED: EHOUSTIN, M.D., (DRAFT) AIDAC
 
L/M: TJRAMSEY (DRAFT)
 
M/MED: SZWEIFEL, M.D., (DRAFT) E.O. 11652: N/A
 
L/M: GNALMBORG, (DRAFT)
 
L/M: HSBURIAN, (DRAFT)
 
AFR/EMS: J EMPER (DRAFT)
 
SER/PM/PS: GSLIFRINMNFO -----------------1917523 011058 /42
 

SUBJECT: 	 AVAILABILITY 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:
 

6 	AID'S NEW POLICY PREFERRING HOST COUNTRY CONTRACTS TO CARRY OUT
 
ASSISTANCE PROGRAMS.
 

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

s RECENT LEGISLATIVE AND OTHER CHANGES.
 

2. STATE HAS DETERMINED THAT U.S. CITIZEN EMPLOYEES AND THEIR ELIGIBLE U.S.
 
CITIZEN DEPENDENTS UNDER AID-FINANCED HOST COUNTRY CONTRACTS MAY HAVE ACCESS
 
TU EMBASSY HEALTH ROOMS AND MEDICAL SERVICES UPON APPROVAL OF THE AMBASSADOR
 
OR OTHER PRINCIPAL REPRESENTATIVE OF THE U.S. IN THE AREA ON A POST-BY-POST
 
BASIS. THIS APPROVAL WILL BE EFFECTIVE FOR THE EMPLOYEE INCLUDING ELIGIBLE
 
DEPENDENTS FOR THE TERM OF PERFORMANCE OF THE EMPLOYEE'S CONTRACT AT THE POST
 
WHERE ORIGINALLY APPROVED.
 

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

s THE AVAILABILITY OF PRIVATE MEDICAL FACILITIES AND SERVICES IN THE AREA.
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o WHETHER THE EXISTING EMBASSY FACILITIES AND SERVICES CAN MEET THE
 
NEED WITHOUT SERIOUS DILUTION OF CONTINUING HEALTH CARE TO ITS
 
OFFICIAL CLIENTELE.
 

s WHETHER IT WOULD BE IN THE BEST INTERESTS OF THE U.S. GOVERNMENT.
 

3. WHERE AID MISSIONS BELIEVE THAT THE NEED EXISTS, THEY SHOULD ADDRESS AN
 
ACTION MEMORANDUM TO THE AMBASSADOR OR PRINCIPAL OFFICER LISTING THE
 
CONTRACTS AND U.S. CITIZEN EMPLOYEES AND ELIGIBLE DEPENDENTS SETTING FORTH
 
THE CIRCUMSTANCES AND JUSTIFYING THE NEED IN TERMS OF THE ABOVE. IF THE
 
AMBASSADOR MAKES THE REQUIRED DETERMINATION, AID WILL KEEP CURRENT THE LISTING
 
OF INDIVIDUALS MADE ELIGIBLE BY HIS DECISION. THESE WILL BE TAKEN INTO ACCOUNT
 
IN DETERMINING AID'S SHARE OF JOINT ADMINISTRATIVE SUPPORT FUNDING.
 

4. THE STATE/AID PROVISIONS FOR MEDICAL SERVICES TO THE EMPLOYEES AND ELIGIBLE
 
DEPENDENTS OF AID DIRECT CONTRACTS ARE SET FORTH IN PARAGRAPH (C) (2) OF
 
APPENDIX E OF THE AID PROCUREMENT REGULATIONS. THESE PROVISIONS SHOULD
 
ALSO APPLY FOR U.S. CITIZEN EMPLOYEES AND THEIR ELIGIBLE U.S. CITIZEN
 
DEPENDENTS UNDER AID-FINANCED HOST COUNTRY CONTRACTS WHERE fHE AMBASSADOR
 
HAS MADE THE NECESSARY DETERMINATION.
 

5. THIS MESSAGE HAS BEEN PREPARED IN CONSULTATION WITH STATE MED WHO HAVE
 
CONCURRED IN ITS CONTENTS.
 
VANCE
 

UNCLASSIFIED
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APPENDIX D
 

MANDATORY CONTRACT PROVISIONS 

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

Each provision refers to the applicable references inChapters 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 cortract, 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 ineach AID-financed contract. 
(Chapter 1, S.11; Chapter 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 2S.in 	Clause 74 of Attachment Similar information with 
regard to contracts for equipment and materials will be found in Chapter 3,
 
2.6; 2.7; and Clause 10 of Attachment 3N. Inview of the complexities
 

* 	 involved, any, changes in the wording of the clause should be care­
fully drafted. * 
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The restrictions on nationality do not apply to employees of contractors or
 

subcontractors, with the exception that all such employees must be citizens of
 
countries included in AID Geographic Code 935 or be non-United States citizens
 

lawfully admitted to permanent residence in the United States.
 

The statutory cargo preference requirements are enforced on a project basis,
 

and not a contract basis. Thus, a host country is required to determine that 
at least 50 percent of all tonnage used in a given project (including at least 

50 percent of gross freight revenues in the case of dry cargo liners) is 

shipped on United States bottoms. The tonnage can be divided at the 
discretion of the host country according to contracts implementing the project.
 

Handbook 11, Chapter 3', 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 avail­
able. When United States flag air carriers are not available, any Code 935
 

flag air carrier may be used. Verbatim wording concerning the unavailability
 
of United States flag air carriers has been prescribed for each contract.
 

(Chapter 1, 5.23B(l); Chapter 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 in Chapter 1,
 

2.12.4b; Chapter 2, 2.5.6b(3); and Chapter 3, 2.6.4.3c.
 

4. Workr's Compen sation 

Each host country contract must provide for worker's compensation 

as required by the Defense Base Act, 42 USC 1651, et seq. 
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*Blanket waivers have been obtained for local employees and third country
 

nationals in most countries where AID conducts operations. (Chapter 1, 4.3.41;
 

Chapter 2, 4.7.2.2e; Chapter 3, 4.1.6.22). A condition imposed by these
 

blanket waivers is that the employees in question be provided worker'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.
 

AID 	has entered into a blanket contract with the Insurance Company of North
 

America (INA), through its Coordinator, Wright & Company, to provide Defense
 

Base Act insurance for all host country contractors. In order to obtain
 

coverage, contractors should contact Wright & Company, 1001 Connecticut Avenue,
 

N.W., Washington, D.C. 20036. Wright & Company will require the following
 

information:
 

Type of contract (construction or other services),
 

Period of contract,
 

Number of nonwaived employees,
 

Country of performance,
 

Projected employee remuneration (defined as overseas salary,
 

post differential, and any overseas recruitment incentive,
 

but excluding per diem, housing allowances, travel expenses,
 

temporary quarters allowance, education allowance and other
 

miscellaneous post allowances).
 

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.
 

* 	 Revised 
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For professional and technical services contracts and for construction
 

contracts the certificate is known as Form 1440-3, "Contractor's 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 CQiodities/Invoice and Contract Abstract."
 

Through these forms the contractor or supplier certifies that he has complied
 
with trie 
terms of the contract, and he makes specific representations with 
regard to the nationality of services and source of commodities, price, 

payments, and commissions. These forms also include the commitment of the
 
contractor to maintain pertinent business records for a period of three years
 
following the date of payment, 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.)
 

6. Markin 1 

This clause applies only to contracts for construction services and for the 
procurement of equipment and materials. It is mandatory pursuant to a 
statutory requirement that job sites and commodities be identified to show 
that the source of financing is the AID program. 

If marking is impractical, this requirement may be waived by the Regional
 
Assistant Administrator. If the Mission Director finds that marking would
 
produce an adverse local reaction, he may waive the requirement. (Chapter 2,
 
Attachment 2S, Clause 78; Chapter 3, Attachment 3N, Clause 16)
 

7. Host Country Taxes 

The exemption of AID funds and AID funded commodities and services from host
 
country taxes is generally set forth in the bilateral agreement between AID
 
and the host country. 
Each host country contract must contain a provision 
which is consistent with this exemption. (Chapter 1, 5.20; Chapter 2,
 
Attachment 2S, Clause 79; Chapter 3, Attachment 3N, Clause 9)
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* 
8. Equal Opportunity
 

Each United States firm supplying AID-financed equipment or materials must
 
include in its contract a clause to the effect that it practices non­
discrimination in its hiring policies in the United States, and that it
 
complies with its equal employment opportunity obligations under Executive
 

Order 11246. (Clause 29, Attachment 3N, Chapter 3.)
 

Under contracts for services the contractor certifies to its compliance
 

with Equal Opportunity regulations with its bid or proposal; the contract
 

clause is not mandatory. 

9. Vesting of Title and Diversion Rights
 

This clause, which is applicable only to contracts for equipment and
 
materials, permits AID to take title to undelivered commodities and to direct
 
carriers to deliver them to alternate destinations. (Chapter 3, Attachment 3N,
 

Clause 30).
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APPENDIX E
 

WAIVERS IN A NUTSHELL
 

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

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

problems, more rewrites and more frustration than practically any other
 

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

require sound justification. They are not routinely granted.
 

1. 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/origin requiremel,'s for the purchase of $40,000 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 procurement of technical services in the amount of $75,000."
 

2. Cite the handbook provision or delegation of authority under which the
 
official in question is empowered to grant the waiver. For example, "you are
 
authorized to waive source and origin for the procurement of commodities
 
pursuant to Handbook I Supplement B Section 5b4d(2) for individual
 
transactions up to $250,000." If you have difficulty finding your way through

delegations of authority or handbooks on these subjects, GC or your regional
 
legal advisor will help.
 

3. Tell the addressee which of the criteria for waivers you are relying on in
 
making your request and quote the relevant language. The handbooks indicate,

in each case, several criteria which may justify a waiver. You may use more
 
than one but tell the addressee which criteria you are relying on and even
 
better quote the language from the handbook or delegation. For example, "you
 
are authorized to waive geographic eligibility i "tecommodity is not
 
available from countries included in the authorized geographic code." Placing

this language before the responsible official will be a great help to him or
 
her. Unfortunately, however, this is where about 50% of the waivers stop.
 
There is one more vital step.
 

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

January 1983
 
(TM 3S:5)
 



E-2
 

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

Remember, no matter how much confidence the addressee of your waiver request
 
may have in your judgment or thoroughness, he or she needs an adequate record
 
in your memorandum to defend their decision. Cover the four items listed
 
above and they'll have it.
 

To help you further in processing waiver requests, please note attached
 
samples.
 

Please see the accompanying Table for a summarization of waiver authorities.
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APPENDIX E
 

SAMPLE
 

ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR, NE
 

FROM: NE/TECH, Lewis P. Reade
 

Problem: To obtain waivers of source/origin and competition in
 
the procurement of goods under the Central Tunisia Development

Project (664-0312) to permit the procurement of four (4)

agricultural research items of a combined approximate value of
 
$100,000 
from West German and Austrian manufacturers for the
 
Dryland Farming Systems Research subproject (664-0312.2).
 

Discussion: Oregon State University (OSU) requires four
 
agricultural research items to carry out 
its host country
 
contract with the Government of Tunisia (GOT). Each item is
 
described in the GOT-OSU coantract and is necessary for the
 
successful implementation of the Subproject. These include the
 
following:
 

(1) Two Ojyord cone-type plot seeders--2-10 rows equipped

with double dish openers and press wheels, 3 -point
 
attachment--approximately $17,000 each, manufactured by
 
Wintersteiger in Austria;
 

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

(3) One plot combine harvester--4-5 foot (140 cm-150 cm)

liege-type--approximately $37,000, manufactured by
 
Rautenschlein in West Germany.
 

Although competitive procurement was anticipated for these
 
items, solicitations by OSU, including an unsuccessful
 
invitation for bids, disclosed that these items were available
 
only from the above-listed Austrian and West German manufactur­
ers. AID/W's own inquiries, conducted through SER/COM, revealed
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a list of U.S. suppliers which manufacture equipment similar,
but not identical, to that specified by OSU. 
OSU's inquiries

of these suppliers revealed that the U.S. equipment was not
 
suitable for the conditions of this project in Tunisia.
 

Pursuant to AID Handbook 1, Supplement B, Section 12C4a,

competition in the procurement of goods may be waived and a

single-source negotiated contract authorized by you, in
consultation with M/DAA/SER, if the value of the procurement

does not exceed $500,000. A waiver of competition for the
procurement of these items is justified because the
 
circumstances meet the criterion, in Section 12C4a(2)(c)2, that
special design or operational requirements require a product

available from only one 
source
 

A source waiver in this case is permitted under AID Handbook 1,

Supplement B, Section 5B4a(2), 
because the commodities are not
available from countries included in the authorized geographic

code. The authority to waive the 
source and origin requirement

for this procurement was delegated to 
you by AID Delegation of
Authority 40. 
 The estimated cost of the procurement, $100,000,

does not exceed you authority of $3 million.
 

Recommendations:
 
A. That you waive competition in the procurement of the above

described goods and authorize single 
source negotiated
 
contracts therefore.
 

Approved:
 

Disapproved:
 

Date:
 

B. That you find that exclusion of procurement from Free World

countries other than the cooperating country and countries
 
included in Code 941 would seriously impede attainment of U.S.
foreign policy objectives and objectives of the foreign
assistance program, and that you waive existing source/origin
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requirements for this procurement and authorize procurement
 
from Code 899 source and origin.
 

Approved:
 

Disapproved:
 

Date:
 

Clearances:
 

GC/NE: J. Kessler Date
 
NE/PD: S. Taubenblatt Date_
 
NE/PD: B. Langmaid Date
 
NE/NENA: J. Phippard 
 Date
 
SER/COM/NE: T. Looper Date
 
M/DAA/SER: J. Owens Date_ 
 _
 

Drafter: GC/NE: BJJanigan:MAKleinjan:paj:2/9/80:X28826
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AID WAIVER AUTHORITIES 
HOST COUNTRY CONTRACTS
 

WAIVER 


* ADVANCES 

Waiver to conditions authorizing advance and progress payments 


ADVERTISING 


Requirement to publicize in the Commerce Business Daily and 

an AID publication 


AIR CHARTERS 


Waiver of prior approval (and retroactive approval in 

appropriate cases) of charter requirements.
 

AIR TRANSPORTATION 


Revised
 

HANDBOOK 1B 


Sec. 15B2 and State
 
273219 of
 
October 19, 1979.
 

Sec. l2C4b
 
Regional AA 


Field to $500,000
 

if redelegated 


Sec. 7E4
 

Waiver by SER/CCM
 

Sec. 7C 


No waiver. 
Finding of 
nonavailability. I 

January 1983 
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HANDBOOK 11 

Ch. 1--2.5.3

Ch. 2--2.4.2
 

Ch. 3--2.3.2
 

Ch. 1--2.12.4
 

Ch. 2--2.5.6b
 
Ch. 3--2.6.4.3
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AID WAIVER AUTHORITIES
 
. HOST COUNTRY CONTRACTS 

WAIVER HANDBOOK lB 

CARRIERS - Eligibility of Commodity Determined By Ineligibility of 
Carrier 
Waiver of rule prohibiting financing of commodities because of 
carrier on which commodity shipped. 

I 

Sec. 4E4(a) 

Waiver by AA 
w/program respon­
sibility in 
consultation w/GC. 

CHARTERS (OCEAN AND AIR) Sec. 7E4 

Waiver 
cases) 

of prior approval (and retroactive 
of ocean charter reqi rements. 

approval in appropriate Waiver by SER/COM 

Revised
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AID WAIVER AUTHORITIES 
HOST COUNTRY CONTRACTS 

WAIVER HANDBOOK lB 

Competition--negotiation with a single source. 
 Sec. 12C4a 


Administrator--over $500,000

Regional AA--not exceeding 


$500,000
 
Field (if redelegated)--


$100,000--,ervices 
$ 25,000--connodities 

CONTRACTOR'S CERTIFIC.ATE Sec. 8D1
 

Waiver of requirement for contractor's M/.,VA/SER with concurrence 
certificate. 
 of GC
 

GLDGRAPH IC CODES 

See "Source, Origin," and "Nationality," this 
chart 

* Revised 
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HANDBOOK 11 

Professional & Technical
 

Services 

Chap. 1, Sec. 2.4.2
 

Construction
 
Chap. 2, Sec. 2.3.3
 

Equip. &Materials 
Chap. 3, Sec. 2.2.5 



AID WAIVER AUTHORITIES 
HOST COUNTRY CONTRACTS 

WAIVER HANDBOOK lB HANDBOOK 11 

MARINE INSURANCE - PROJECT ASSISTANCE Sec. lID1 

Waiver of marine insurance policies. Geographic AA in consulta­
tion with GC 

MARINE INSURANCE Sec. 4E4(a) 

Commodity eligibility determined by
marine insurance. Waiver cf requirement 

Waiver only by President 
under FAA Section 

that all ccmmodities be insured in the 
U.S. when discrimination is found toexist 

614(a) 

MLARKING 
Waiver of requirement that projects and 

Sec. 22D1, 2, 3 
Regional AA or designee Chap. 2.,Sec. 2.11.6 

commodities be marked to identify them in consultation with Construction 
as U.S. foreign assistance. SER/COM when requirement

is impractical. Mission 
Director when adverse 

Equipment and Materials 
Chap. 3, Sec. 2.13.5 

reaction or for goods 
titled in Mission. 

MOTOR VEHICLES Sec. 4C2d 

Waiver of requirements that motor 
vehicles eligible for AID financing be 
manufactured in U.S. 

AA with program responsi-
bility in consultation with 
GC and SER/COM and as 

Chap. 3, Sec. 2.6.2.3 

redelegated under Delegation 
of Authority No. 40 

Revised 
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AID WAIVER AUTHORITIES*HOST COUNTRY CONTRACTS 

WAIVER HANDBOOK lB HANDBOOK 11 

,NATIONALITY OF SUPPLIERS OF CCMIODITIES Sec. 5C4 
 See HB 11 text
 

NATIONALITY OF SUPPLIERS OF SERVICES 5Dl0c See HB 11 text 

OCEAN TRANSPORTATION - FLAG ELIGIBILITY Sec. 7B4b iChap. 2, Sec. .5.6.a
 

SER/COM in consultation with j Chap. 3, Sec. 2.6.4.2 
Geographic Bureaus. Field 
Officials have waiver author­
ity for shipments for which 
they have authorized commodity i 
source waiver 

PROPRIETARY PROCURBIENT
 

Waiver of rule regarding nonrestrictive 
 Chap. 3, Sec. 2.4.2.
specification. 

Regional AA in consulta­
tion with SER/COM
 

SOURCE/ORIGIN OF COK)DITIES 
 Sec. 5B4 
 r Ch. 2, Sec. 2.5.4 

Ch. 3, Sec. 2.6.1.3 

SUPPLIERS' CERTIFICATES 
 Sec. 8D
 

Waiver of requirement for suppliers' 
 AA/SER with concurrence of
or contractor's certificates 
 GC
 

R1
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METHODS OF PAYMENT AND DOCUMENTATION 

The Mission controller has primary responsibility for all matters relating to
 

financial arrangements and methods of payment, including procedures, forms, and
 

other documentation. The Project Officer should consult with the controller on
 

all questions or issues relating to such matters.
 

Advanc payments may be authorized under large contracts for custom-made,
 

especially fabricated equipment and large construction contracts (mobilization
 

costs) subject to certain conditions set forth in paragraph IID(4)(b) of State
 

cable 273219 of October 1979. A copy of the latter document is attached as
 

Appendix F-(i) hereto. AID's policy: concerning cash advances under host country
 

contracts is currently under review.
 

In conjunction with the Mission controller, the Project Officer should discuss
 

with the contracting parties which of the three authorized methods of payment is
 

to be specified in the contract: direct reimbursement by AID to the host
 

government; direct letter of commitment from AID to the contractor; or letter of
 

commitment from AID to a United States banking establishment.
 

Where feasible AID prefers that the direct method of reimbursement be used. Under
 

the direct reimbursement method, the host government pays the contractor, and sub­

mits the required documentation supporting the payment to the Mission, which, if
 

all is in order, reimburses the host government. The Project Officer's adminis­

trative approval is required for all payments made under this method. For this
 

method to be used without causing the contractor inconvenience and complaints, the
 

host government nust have sufficient cash resources and maintain efficient, smooth
 

fumctioning documentation review and payment procedures. Whether the Project 

Officer can recommend this p;,,ment procedure will depend upon his assessment of 

the contracting and abninistrative capability of the host government, which was
 

referred to in Chapter 1 IC of this Guidebook. * 
Note: Unless otherwise noted, all Chapter references cited herein pertain to
 
Handbook 11.
 

Revised January 1983
 
(TM 35;5) 



F-2
 

Where the direct reimbursement procedure is not feasible, use of the direct
 

letter of commitment from AID to contractors is preferred to the bank letter of
 

commitment, except where project implementation will produce a profusion of
 

invoices for small amounts, thereby creating for AID an administrative burden
 

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

AID Missions are authorized to issue direct letters of commitment to contractors
 

in accordance with State cable 286424 of November, 1979, which is attached hereto
 

as Appendix F-(ii). AID/W may also issue direct letters of commitment. By means
 
of such an instrument the Mission can assure the contractor of prompt payment
 

upon the submission to the Mission of the required documentation. The host
 

government is required to review and approve the documentation before it is
 

transmitted to AID. The contract should allow the paying agency of the host
 

government a specified number of days in which to approve or reject the
 

documentation. If no action is taken within the prescribed time period, the
 

contractor should be authorized to submit his documentation directly to the
 

Mission, which should be authorized by the host government to make payment.
 

Payments made under a direct letter of commitment also require the administrative
 

approval of the Project Officer, except for equipment and materials. (Please see
 

State cable 286425 of November, 1979, which is attached hereto as Appendix
 

F-(iii.)
 

Where neither the direct method of reimbursement nor a direct letter of
 

commitment to the contractor appears feasible, then an AID letter of commitment
 

to a United States banking establishment may be used. An AID letter of
 

commitment to a bank may be issued only by AID/W. This procedure permits the
 

bank to issue or confirm a bank letter of credit payable to the contractor,
 

pursuant to which the contractor may obtain reimbursement through commercial
 

banking channels, after presenting the required documentation. Included in the
 

documentation are the contractor's invoices which have been reviewed and approved
 

by the host government. The administrative approval of the Project Officer is
 

not required for payments effected under a bank letter of commitment. Additional
 

details with regard to the methods of payment will be found in Chapter 1, 3.6;
 

Chapter 2, 3.6.4; and Chapter 3, 3.10.
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Documentation requirements vary somewhat, according to the kind of contract
 

and method of payment. Of particular interest 
to the Project Officer is his 

administrative approval which is required for each payment, under a contract 

for professional or technical services or for construction services, made 

pursuant to direct reimbursement to the borrower/grantee or pursuant to a 
direct letter of commitment to the Contractor. As noted above, the Project 

Officer's administrative approval is not required for payments made pursuant 

to an AID letter of commitment to a banking establishment, nor is itrequired 

in connection with certain payments made under contracts for the procurement 

of equipment and materials. (Chapter 1, 3.6.5.8 and Chapter 2, 3.6.4.2i) 

Please see also State cable 286425 which is attached hereto as
 

Appendix F-(iii).
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APPENDIX F. (i)
 

Page 01 of 04 State 273219
 
Origin AID-99
 

Info OCT-00 /099 R
 

Drafted by FM: T McMahon:MN
 
Approved by FM:M D Stafford
 
FM:M D Stafford
 
AA/PPC:B Sidman (Draft)
 
AA/SER:D G MacDonald (Draft)
 
AA/ASIA:H Collamar (Draft)
 
AA/NE:A White (Draft)
 
AA/LAC:E Coy (Draft)
 
AA/AFR:G Butcher (Draft)
 
AG:H Beckington(Draft)
 
AA/PDC:KFlannery (Phone)
 
AA/DS:K Milow (Phone) 
GC:C Costello (Phone)
 
SER/MP:F Allen (Draft)
 
Desired Distribution
 
3F Action F11 25 CHRON 1 2 3 4 6 7 8 10 Info GCNE MP AFR IA IG
 
PDC PPC AG GC 
LA 16 FCA FLD 

GCAS 
RDP 

GCFLD LLA NE 15 4ASIA 16 GCASIA SMO GCLA 

AA/DS AG/EMS AGW AG/PP 8ASIA 6 C CMGT CTR 
OM PUR AAID ES SER PERS OMB TRSY XMB TAAS 
IDCA lOOP 

-------------------­ 121678 
P 190100Z OCT 79 
FM SECSTATE WASIIDC 
TO AID PRIN POSTSV PRIORITY 

190343Z /21 

UNCLAS STATE 273219 

AIDAC 

E.O. 12065 N/A 

TAGS: 
SUBJECT: Cash Management Procedures 

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

I. Introduction
 

This message provides procedures for implementation of AID's
 
Cash Management Policy Guidelines which were approved by the
 
Deputy Administrator on November 21, 1978. These procedures
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conform to Treasury Fiscel Requirements (TFRM 6-8000) published

March 31, 1978 and attached to Ref B. The procedures are
 
effective immediately and are generally applicable to all
 
AID-financed activities except as explained in the text of the
 
procedures. Handbooks will be revised to incorporate these
 
requirements. Cash management procedures are described below,
 
but certain obvious and self-explanatory provisions of the TFRM
 
have not been repeated. TFRM 6-8000 was revised on May 7, 1979
 
to include a provision requiring interest charges for past due
 
payments not covered by contracts, agreements or other formal
 
arrangements. This additional Treasury requirement is included
 
under Section 1I A (1) below. A copy of the TFRM as amended
 
will be mailed to all posts.
 

II. Procedures
 

A. Billings and Collections
 

(1) Timeliness, charges for late payments and volume and
 
character of collections - The TFRM Sections 8020.10, .20, .30
 
are substantially self explanatory. Bills for collection must
 
be issued to individuals and organizations at the earliest
 
possible de"- 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. 19, Chapter 7.
 

In accordance with Section 8020.20 B, initial bills for
 
collection for amounts due AID, not covered by contracts,
 
agreements or other formal payment arrangements, will inform
 
the debtor of the basis for the indebtedness, the date by which
 
payment is to be made (due date) and the requirement concerning
 
additional charges for payments received after the due date.
 
Charges for late payments will be at the rate of 3/4 of 1
 
percent (.0075) of the overdue payment for each 30-day petiod
 
or portion thereof that the payment is delayed. AID has
 
determined that the administrative cost of enforcing the
 
collection of late charges exceeds the amount of such charges

when the 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 B when the amount
 
of such charges is less than 25 dollars.
 

(2) Use of Treasury Financial Communications System (TFCS).
 
AID borrowers make interest and principal payments by (1) check
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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 Financial Communications System
 
TFCS). The use of EFT eliminates the quote float unquote
 
delayed credit) inherent in bank processing of checks and
 
results in immediate fund availability to the Treausry. Posts
 
and AID officials responsible for debt service collections
 
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 processing of related
 
documents.
 

C. Disbursements
 

(1) Timeliness of disbursements. Section 8040.20 establishes
 
the acceptable method for determining payment due dates.
 
Payment due dates for commodity shipments are frequently
 
established by commercial proactice so that, for example,
 
payments may be due a supplier on presentation of ocean bills
 
of lading rather than on arrival of goods at the foreign
 
destination. FM will establish interr.al administrative
 
procedures to schedule payments as closely as possible to due
 
dates. USAIDs will also develop procedures to assure that
 
payments approximately coincide with due dates.
 

(2) Cash discounts. In many instances it is impractical for
 
AID to take advantage of cash discounts offered by suppliers,
 
e.g., when U.S. supplier invoices are processed for payment by
 
USAIDs through USDOs at Regional Finance Centers. In other
 
instances it should be practical to take discounts through
 
prompt processing of invuices. Accordingly, FM internal
 
administrative procedures for scheduling payments will
 
incorporate procedures which will automatically take advantage
 
of cash discounts as a matter of routine when the discount rate
 
is equivalent to or greater than 1/10/net 30. USAIDs should
 
examine existing payment procedures to assure that any
 
discounts offered by suppliers are taken whenever possible.
 

(3) Late payments. Government obligations must be paid in a
 
timely manner. FM will establish procedures to identify 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 (FM) on
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request. Section 8040.50 satisfactorily 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 Advances unquote section of this message. Other common
 
AID methods of financing include (1) direct reimbursements to
 
borrowers and grantees, (2) -irect letter of commitment to
 
suppliers and contractors, (3) letter of commitment to U.S.
 
banks, and (4) direct payments by AID pursuant to the terms of
 
AID direct contracts, purchase orders or grant agreements. Use
 
of these methods may be briefly summarized as follows:
 

Direct reimbursements: AID reimburses the borrower/grantee for
 
payments made. This method of financing gives AID an
 
opportunity for full review of the transaction before AID funds
 
are disbursed.
 

Direct letter of commitment: AID issues direct letters cE 
commitment to suppliers and contractors and makes payments
 
directly to them on receipt of invoices and supporting
 
documentation. The direct letter of commitment method permits
 
AID to review documents before making payments and avoids bank
 
charges incurred through use of bank letters of commitment.
 

Bank letters of commitment: The bank letter of commitment
 
method utilizes established commercial banking channels to
 
process payments to suppliers and contractors. The Bank L/Comm
 
method of financing can be used for all dollar procurement of
 
equipment, materials and services under project assistance and
 
is the usual method under commodity import programs, except in
 
the case of large volume purchases from a single supplier.
 

Direct payments: Contracts, purchase orders and grant
 
agreements may include language which provides for direct
 
payments by AID without additional commitment documents.
 

Careful consideration should be given to the selection of the
 
method of financing covering any given procurement action. The
 
direct letter of commitment method is particularly appropriate
 
and generally preferable to bank letters of commitment for
 
borrower/grantee service type of contracts, high bulk commodity

shipments and for any type of transactions when it is necessary
 
or advisable for AID to review documentation before making
 
payments. AID can frequently assume a limited additional
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administrative burden through performing the banking function
 
and in return, substantially reduce banking charges otherwise
 
absorbed as project costs. Conversely, bank letters of
 
commitment should be used if project implementation will
 
produce a profusion of invoices for small amounts. In the
 
latter instance it may be assumed that the cost to AID of
 
assuming the added administrative burden would exceed the
 
related banking charges.
 

D. Cash advances
 
(1) General - Treasury regulations state that quote it is the
 
responsibility of agencies to monitor the cash management
 
practices of their recipient organizations to ensure that
 
federal cash is not maintained by them in excess of immediate
 
disbursing needs. Unquote. 4ID policy favors payment to
 
AID-financed recipients on the basis of goods delivered or
 
services performed or to cover costs already incurred by the
 
recipient. An exception to this policy is made for non-profit
 
organizations and host country governmental institutions, which
 
are normally funded on an advance of funds basis. Treasury
 
regulations specify that quote agencies will establish such
 
systems and procedures as may be necessary to assure that
 
balances are maintained commensurate with immediate disbursing
 
needs, excess balances are promptly returned to the Treasury
 
and, except where contrary to law, interest earned on Federal
 
funds by recipient organizations is promptly paid over to the
 
Treasury unquote. Treasury has agreed that certain quote
 
mobilization advances unquote may be made to host country
 
contractors without regard to the quote immediate disbursing
 
needs unquote concept when certain conditions prevail. AID
 
procedures concerning advances are described below:
 

(2) Definitions of quote advances unquote and quote immediate
 
disbursing needs unquote. Advances may be generally defined as
 
payments made before delivery of goods and services. Progress
 
payments made , p',i completion of work are not advances unless
 
made in antic.pation of future costs to be incurred by the
 
recipient. Ii there is doubt in specific cases whether
 
payments envisaged in IFBs or, in negotiated 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.
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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 thirty 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 initital advance of somewhat more than
 
30 days to permit timely processing and disbursement of
 
successive monthly payments. The period of the advance may
 
extend for as long as 90 days in unusual instances when the AID
 
Mission or office has established that project implementation
 
will be interrupted or impeded by applying the 30 day
 
guideline. AID expects that judgment will be applied by USAID
 
controllers, contracting officers and others in determining the
 
immediate disbursing needs of specific recipients.
 

(3) Advances to non--profit organizations. 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
 
120,000 dollars, the Agency shall use the Federal Reserve
 
Letter of Credit (FRIC) method.
 

The use of FRLCs must be covered by a clause in the grant,
 
contract or other financing agreement whereby the recipient
 
organization commits itself to (A) initiating cash drawdowns
 
only when actually needed for its disbursements, (B) timely
 
reporting of cash disbursements and balances as required by AID
 
and (c) the imposition of the same standards of timing and
 
amount upon any secondary recipient organizations. 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 message. 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. Therefore, PRLCs
 
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 qualify for and are issued FRCs. Local cost
 
financing should be provided by direct, periodic local currency
 
disbursements. Local currency advances should be limited to
 
the minimum amount needed and timed to meet the immediate cash
 
disbursement requirements of the recipient in carrying out the
 
purposes of the approved project or program.
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AID does not favor concurrent use of FRLCs and direct periodic
 
local currency disbursements when individual grants entail
 
mixed (dollar/local currency) financing. When such financing

is provided, AID's preference 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 demonstrate
 
to AID's satisfaction that funds transferred to the
 
organi:ation will be promptly disbursed for approved project 
or
 
program costs. The plans should be subject to periodic review
 
and modification, and the organizations should report regularly
 
on the timeliness and propriety of fund utilization. Treasury

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 management

procedures are submitted to Treasury for reiew and comment.
 

Because of the diversity of AID programs and projects, it is
 
not possible to anticipate all requirements for advance
 
payments to non-profit and international organizations and to
 
describe appropriete 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
 
disbursement needs unquote; e.g. programs for budget support.

When the purpose of such a program is tied to and met by the
 
advance disbursement of funds, a determination may he made that
 
the program purpose precludes identification of immediate
 
disbursement needs. Program planning documents should clearly
establish the justification for providing such advances. 

Advances for purposes other than immediate disbursing needs may

also be made to governments under the modified fixed 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 organizations.
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(A) AID direct contracts. AID policy as set out in Chapter
 
15, HB 1 Supplement 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 available to the contractor unquote. AID
 

expects that profit-making organizations 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
 
avoid restricting
mobilization and other advances in order to 


competition, especially on contracts with small business
 
Advances under direct AID contracts to profit-making
concerns. 


organizations must be auth rized by AA/SER.
 

(B) Host country contracts. AID policy has been somewhat less
 

restrictive with respect to host country (borrower/grantee)
 
contracts. Again, citing liB 1, Sup. B, the policy has been
 

that quote advance or progress payments may be agreed upon
 

under host country contracts when such payments are necessary
 

for delivery or performance. The necessity for advance or
 

progress payments most often arises under large contracts for
 

custom-made, specially fabricated equipment, and large
 
construction contracts (mobilization costs) where the supplier
 

or contractor is required to make large cash outlays (perhaps
 

exceeding available cash) for equipment, materials, or
 

personnel in advance of performance or delivery unquote. AID
 

currently provides major mobilization advances to U.S. and Code
 

941 host country contractors. Such mobilization advances are
 

based on commercial practice. AID considers that such
 

mobilization advances are advantageous in that they (1) avoid
 

restricting competition and (2) reduce contract costs. AID
 

normally prefers to provide mobilization advances in single,
 
lump sum payments as opposed to incremental payments because
 

(1) contractors need an inducement to compensate for the risks
 

of entering into agreements with the governments of less
 

developed countries, (2) small business competitors are gravely
 

concerned about the risk of payment delays and (3) incremental
 

payments may constitute a departure from commercial practice.
 

The Treasury Department has agreed that although incremental
 

advances are desirable for purposes of cash management, lump
 
long as (1) there
sum mobilization advances may be provided so 


is true competition in the bidding process and (2) the U.S.
 

Government (AID) obtains the advantage of reduced contract
 

costs as a consequence of providing the advance. AID officials
 

who approve host country IFB's and contracts must consider the
 

reasonableness of proposed mobilization advances and determine
 

that (1) a mobilization advance in the amount proposed is
 

necessary to avoid restricting competition, and (2) it may be
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reasonably assumed that a compensating financial benefit will
 
accrue to AID and the host government as a consequence of
 
providing the advance.
 

(5) Contractual arrangements. In accordance with Section
 
8050.20, all direct contractual arrangements with advance
 
payment recipient organizations will provide tha: advance
 
payments will be made only at times and in amounts necessary to
 
meet immediate disbursing needs. In order to qualify for
 
advances, organi;ations must submit plans for the use and
 
timing of advances. Recipient organizations will be required

to report regularly on the use 
of advances and will demonstrate
 
through such reporting that balances of advances 
are maintained
 
in amounts commensurate with immediate disbursing needs, 
that
 
excess balances are promptly returned to AID and that interest
 
earned on advances of AID funds has been remitted to AID.
 

E. Cash held outside Treasury. This Section (8060) is
 
self-explanatory. 
Note that fund balances are to be maintained
 
in limited amounts governed by the quote immediate disbursement
 
needs unquote concept.
 

F. Foreign currency. Section 8070 of the TFRM is generally

self-explanatory. Note that the 
same cash management policies

applicable to dollar disbursements are also applicable to
 
foreign currency disbursements.
 

In accordance with Section 8070.80, every effort will be made
 
to include in contracts a requirement that obligations will be
 
made payable in foreign currency of excess and near-excess
 
currency countries to the extent that the contractor may be
 
expected to require such currency for necessary expenses in the
 
country involved. In applying this requirement, AID will
 
consider requests for omission of certain categories of local
 
costs from the requirements of this section when contractors
 
justify payment of such costs in excess currencies as
 
administratively impractical, 
or when AID determines at the
 
time a project is approved that use of excess or near-excess
 
currencies is not consistent with the objectives 
to be achieved.
 

G. Contract amendments. Section 8080.20 of the TFRM requires

that quote provisions of existing contracts and other formal
 
agreements not in compliance with the regulations of the date
 
of release, which contracts are subject to renegotiation and
 
amendment, will be amended upon the next renegotiation of such
 
arrangements unquote. Accordingly, contracting officers and
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others who approve contracts and other agreements will consider
 
and when practical introduce these cash management previsions

when existing contracts and agreements are next amended.
 

H. Reporting. A separate message will identify the specific
 
reporting requirements necessary to monitor these cash
 
management procedures in compliance with Sections 8080.30 and
 
.40.
 

I. Audit. The AID Auditor General will test Agency systems

and procedures as deemed necessary and assess compliance with
 
Treasury regulations and these cash management procedures.
 
Audit reports which include findings and recommendations
 
relating to the subject of cash management will be provided to
 
Treasury upon request, in accordance with Section 8080.40.
 

III. Applicability.
 

Cash management. AID policy guidelines and the procedures
 
described in this message are applicable to U.S. dollars and
 
foreign currencies available to or held by or for the credit of
 
AID to finance programs, operations and activities, regardless
 
of how implemented, except where precluded by law or waived by
 
the Administrator, the Deputy Administrator or the AID
 
Controller.
 

Guatemala for USAID and ROCAP
 
Karachi for AAG and IIS
 
Nairobi for USAID and RET)SO/EA Vance
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E.0.11652. 41A SCOPE OF WORA. THESE CONCEPTS ARE REFLECTED IN THE IEF-

NAIROBI FOR U:AIO ,AND REISOIEA, PARIS FORUNESCO APO USOECO ERECE TO QUOTE ,Y PERSOIAL AUIOWLEDGJOF THE PROJECT UN-
ROM ALSOFO9 AID OFFICE FRIULI QUOTEIN THEPROJECT C;FICER'S APPROVALSTArEr.ENT. A1 

ELABORATION OF '4ESE PRINCIPLES ISCCNrAINEO IN THE 

SUBJECT: ADMINISTRATIVE APPRFOVAL OF VOUCHERS UNOER HOST FOLLOWING PARAGRAPHS. 
COUNTRY CONT;ACTO 

REF: HANCOOK L, CHAPTER3, REVISED AY It, 1371 4. VOUCHERSEXEMPTED FRC.MAEOUIRE..chr OF &OINISTRATIVE 
APPROVAL. IN O0IT!CO TOVOUCHERS SUBMITTED FOR?AYmEr 

1. PROJECT OFFICER. THE PROJECT OF;ICER, AS THAT TITLE IS 
U.05 IN THIS 111EOAGE,!S THATMfE.IER OF THEMISSION STAFF UNDERBANKLETTERS OF :OTmimElIT, XE.-YTE FOM T'lERE­
'HO IS CHARGED'JIT. THE MITORItG OF A PROJECT. MONITORING QUIREMEENT OFADNINISTRATIVE APPROVALIN MARCH177, CERTAIN 

OF PROJECTS INCLUDING OIFFEAE.'. FLE,1NTS (E.G. AOVIlORY VOUCHERS SUBMITTED UNOER31RECT LETTERS 'F CrtIMITMENT ARE 
SERVICES, TRAINING APO CONOTRUCfiOM, OF@:YSIC41. FACILITIES) P:W ALSO EXEMPTED,VIZ. V0oUC--(fl lTAII;-O THE SUPPLY OF 
MAY IE OIVIOEO AIODIO,SEVERAL OFFICERS HAVIIG DIFFERENT GOODS-' t.PR.JECT COMMODITIES SUPPLIED( IY SERVICE CCII-
TEChNICAL BACIROCUMOS. ONLY COEOF THEM, NCUVER, Is TRACTORS£1O cOuIPIIExT ,1o MATERIALS PURCHASEDI HOST 
CIARGED WITH TiE OVERA.L M(,OITOIA4 F PROJCT IiMPElEATA- COUNTRY AGENCIES FOR THEIMPLEMAETATION OF PROJECTS,IF THE 
TlO ANDIS OCESIGNATED AS PROJECT OFFICER. FOR THE PURPOSE CO11TRICTSUNDER WHIICHSUCH GOODS ARESUPPLIED PROVIDE FOR 
Of APPROVING VOUCHERSTHE PROJECT OFFICER MATRELY 0* 11AER PAYMiENTAGAINST INVOICES AMOSHIPPING DOCUMENTSTHAT 
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OFFICER RESPONSIBLE FUR PROJECT IlPLEimNTAriimSOULD T.- IAU HIS AOCINISTRATIVt APPROVAL OF tile vOU CHRO UOTE 
STITUT£ THATTEaVIFOR PROJECT aFFICFR IN THIS ,ES-AG.) PERONAL KINOA.EOOEOF 7E PROJECT UNQUOTE;MREOVER, HE 

SHIPPING DOCUMENTS,TOGETHER JITH THECOMITRACTOR'S CERTI­
2- PROJECT MONITORING. IN ,ONITCAING PROJECTS,PROJECT FICATIGC,DOCUMENtTHE FACT THAT THE CONTRACTOR lASPER-
OFFICERS USEPERICOICAL REPORTS PWPARED HY CONTRACTORS, FOR ED IN ACCOROAICEl TH TE CONTRACT. aHORTAGES, 

BJREAKAIE,NON- tLIANCE WITHSECIFIC,,TIONS Mid AMlYOTHER 
gOST COUNTRY REPOr, SITE VISITS A0 COHFERE.,ICESWITH THE SORTCOIINGS IN CARRYING CUf THE TERMS OF THE CONTRACTARE 
HOST COUNTRY'S IMPLEMENTING AGENCY ORAGENCIES ANDCAo- ANDLED IN THE U.SUALMANNER IT CLAIMS AGAINST THE CON-
TRDCTOKS ASSOURCEIOF INFORMIATION ON THE TATUS OF PRO- TRACTOROR INISURER;SUCHeHORTC^'IIHGS COULDNOT iE 01I-
JECTS £1103 IMPtEMENTATION PROBLEMS AND AS A BASIS FOR COVEREDY 4 PROJECTOFFICER At THET.M PAYMENT IS DUE 
THEIR E;FCRhk TO ASSIlT IN THE RESOLUTION Of SUCH PROBLEM. BUTONLYASTER ARRIVAL OF THE OODSAT THE SITE ADO I-
IN CARRYING OUT THOSE MONITORING TAS S, THEYIEC3ME PFll- SPECTIONI. 

LIAR WITH AT LEAST THE KEY MREFMERSOF THESTAFF OR, .'ERE 
RM.LCONTRACTOR TEAM$ ARE IIVOTHEO, VITH ILL TEAM TEMBERS, S. BASIS FOR PROJECT OFFICER'S ACMINISTRATIVE APPROVAL; 
lWITN THEWORN EEIHG PERFORMED IY THE CONTRACTOR. THAT (A THEPRICIPLEUS UNOEALYING THE REQUIREMENT F I AIMIN-

WM MAYINCLUO ONLY ADVISORY 1EAVIC1S, OR IN ADDITION, STr7ATIVI APPROVALARE sT FORTHINPARAGRAPH 3, l RE; 
TIE PROVISION OF C=M"OITIES NEEIZEDFORTHEPROJECT, ON- FORTHEPURPOSE OFCLARIFYIhNG THOSEPRINCIPLES, A NUMBER 

Of SPECIFIC TYPES CF CONTRACTS ARE31SCUSSED ELOW. 
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3) S-VICES UlCER COT ;E:!JURS:;L! .T;CT. 
I ,OSTS .7 ;I" E .iL :; THE S:ER ,4ISv IJR :^-5 

HME4IPIG ARESL;RIE. ;:O ST'IE; CC" ESrICh PAID FO THE 
CONrqACTCR'S *Pl!YEES !3 r'IE "IEL; THEPqOJECT OFFICER 
IS E P!CTES TO -VIEV ONLYrE UMI3E.4,30 CLASSIFICATION 
OF .E HPL T¢.!SFORWHOl SALARIES -AE BILLED AAND O CN-
FIRMI THATrTHE iILLIIG IS C 'MSI:TENT 417H THE €aCTS AS A 

NrJS r4Efl FR 'n AS.IAL j$.RVATIcI OR :101 ;EPORTS; ia 


SPECIAL EFFCRT THEACCURACY
NEED 3E 1AGE ,O JERIFY OF THE 
BILLING BY IHSP.CTING THE =TRACT.-R'.S TIME A CCROS SR 

IHAING OTHER INQUIRIES. .OR IS IT "XPECTEO HAT THE 
PROJECT OaFFICER Ti'S CONSISTENCY WITH THECHECY BILLING FOR 


CONTRACT ORFORARITHMETICA. ACCURACY. A REVIEW CF OTHER 
ITEMS OF FILD COST: HILLE3, SUCH ASTRAVEL,C,'UfNICA-
TI0S, OFFICE EXPENSES Ao SIN1ILARIISCELLANECUS COSTS, 
O0 HOT3EQUIAE A ETAIL"O ;EUIE. sy rE ?qoJ-ET IFFI.CER 
SINCE, IN .10T INSTANCES, 'I 'JILL 4OT IAV AlNYP RSCNAL 
XNOPEDGZ OF THIEJUSTIFICATION I" SUCH CHAAGES. ANY 


OBVIOUS OISEEACIES IEVTEEN THE BILLING ANDFACTS 4NOWN 
TO THE PROJECT OFFICER SHU., HOWEVER, BE NO.'D. (SEE 

PARAGRAPH BELOW NCES.IS, ON OISALO 

(11) HOGEOFFICE COSTS. THEPROJECT OFFIC!R VILL, IN 
MOST CASES, IE UNABLE TO JUOGCTHE JUSTIFICATION OF CHARGES 

FOR 40nE OFFICE COSTS SINCE AIS ROCI"ITORINGCOVERS PRINCI-
PALLY FIELD ACTIVITIES. HE It TNEREFORE Nor EXPECTED TO 
ATTEMPT A DETAILED 'JE1IFICAtION OF SUCH CHARGES; ME IS 

EXPECTED TONOTEONLY SUCH OISCREPINCIES AS HE IS ABLE TO 
DISCOVER EASED OHlKNIAEOGE ACCUIREO IN THE :CURSE OF 
WORNt.APROJECT RaONITCRlIG, E.15.COSTS OF PRINTING A REPORT 

HE HKNO HAS HOT YETBEEN CCNMPLET!-31R A FIELD TRIP BY A 
HONE AFFICE EXECUTIVE vHIC.'I AE INOVS PLACE.lAS ROTTA.AEM 

C GOOS SUPPLIED ,,NOER COSTREIMBURSABLE CONTRACTS. 
GOODS FOR WHICh PymEvIr is oUE UPON SHIPmrT FROM A POINT 

DEFINED IN THE CONTRACT (FOS FACTORY, FOR PORT CF EXPORT 

OR C & F, WITH PAYMENITUPCN SHIPI.NT), ARE NOT SUBJET TO 

THE PROJECT OFFICER'S AOMINISTRATIVE APPROVAL AS E.VLAINED 

UNGER PARAGRAPH 4, ABOVE. 6HEN CHARGES FOR SUCH GOODS ARE 

BILLED ON THE SAME INVOICE AS SERVICES, WHICH ARE SU.IfCI 

TO SUCI APPROVAL, THE PROJECT OFFICER'S CERTIFICATION SHALL 

IE OEfIlED TO COVER ONLY THE SIERVICZ ITEh'SREVIEAD BY HIM 

PURSUAJiT TO SUBfARAGAPH W31, ABOVE. IN THE RARE CASES 

ViHEE PAY EINT FOR GOOS IS DUE WIY AFTER RECEIPT At THE 

SITE, THE PROJECT OFFICZR IS NOT EXPECTED TO VERIFY THE 

QUATITIES or THE ITEMS SHIPPED, CONFORIMANCEOR THEIR TO 

SPECIFICATIONS; HE IS TO NOTE, HOWEVER, IF HE AlM THAT 

THE GOO HAD ROT COYREDTEEN RECEIV1ED DURING THE PERIOD I) 

1Y THE BILLIIG, tITHER FROM PERSONAL CIRSUVATIONS OR FROM 

REPORTS. SEE PARAGRAPH A, SELOV.) 

M) GOODS ,AN SERVICES SUPPLIED UNGER FIXED PRICE 


C33NTRACTS. 


(I) LUMP SUN CONTRACTS. A tIAJOR CATEGORY OF CONTRACTS OF 

THIS TYPE AIRECONTRACTS COVERING THE SUPPLY OF MATERIALS 

AMC EQUIPMENT FOR WHICH PAYlTENT I TO IE MAGI UPON SHIP- 

MENT. VOUCHERS SUBMITED UNDER SUCH CONTRACTS ARE ROT SUB-

JECT TO THE ADMIINISTRATIVE APPROVALOF THE PROJECT OFFICER 

BECAUSE, AS EXPLAINED UNDER PARAGRAPH A ABOVE, THE PROJECT 

OFFICER HAS H0 INOEPHOENT ANCILEOGE OF THE SHIPMEr aNo 

PAYMENT I,ST Sf hADE BY HID :N THE BASIS I" THE CONTRACT-

OI'S CERTIFICATION AND0SHIPPING OuflIENTS. PAY[SENT FOR 

SERVICES PROVIDED UNDERA FIXED LUM UM ARESUNCOTRACT 

NORMKALLY UPON COMPLETIONMADJIOE OF THE C.ONTRACT. CONTRACTS 

OF SHORTOURAfTON AND OF RELATIVELY NA..L VALUE, SUC3 AS 

CONTRACTS FOR STUDIES OF LINITED SCOPE OR SHORT-TERM, 

EXAMPLES F :U.:1 tAC7:. . sUCM ::ES, ,E PqouJE"O 

:FICER';s Appqol'L OF . CU ICEx - 'IIS: IOLt
Ill, 


THATTHESERVICES 4AVEIEEN W!'IOEr.3EO
CR A .E'UI!E'E ?CRT 

HASSEEN SUB(1ITTE'. 

.tERE ;IAED-qlCEIN THEEXC PTICAL -ASES . ,jrp-SU C - -

TACTS P'OVIOE FOR 'IRCRE,: S sUCH ?AYM..1rS AR 

:E3tTAN !T:!ETUL.3 Z3If ;IXE. TIMES 

UPON THE OCCURRENCE OF SPECIFIED EVENTS. WHEN PAYr(ET IS 
TO BE HAOE AT ;IAEO THIES, THE PROJECT CFFICZA' APPROVAL 

,

OF PROGaESs PAYmNErs MAY BE AOUTIIELY PRCVIOE UNLESS TIE 
PROJECT OFFICER 4AS P!rSOMAL AROVLEGE HAr THE CONTRACTOR 

HASFAILED TO C3,"PLY'4HOERFORMANCE PQ/YjSIOHS F THE 

CONTRACTONWHICHTHEFIIED PAYMENT!ARE?E!IC,;7O. '4HEN 
APPROVING THE VOUCHER ;CR ,HE :;1-L PIY !!NM, THEPRCJECT 
oFFICER IS E.;4P!CT-0 7o 0014 '4HET.-.R rE 4c. 4AS SEEN 

CONPLETED.IF PROGE;SS PAYMIENTSARE SUE UPCI THECCCUR-
HENCE OF A SPSC:FIED EVENT .. THE C 'PLETION OF NlE 

.

FOUNDATION OF A BUILDHOG OR T.E sUaIISoi ay rH ooi-
TRACTOR OF AN INTERIMI THE PROJECT OFFICER .tAY
RECRTI, 


APPROVE A VOUCHERUNLESS HE hIS PERSOAL KNOEOGE. FACI
 
REPORTS OR OTHER SOURCES THAT THE SPECIFIED EVENT HAS NOT
 

OCCURRED. 

(if| UNIT PRICE CONTRACTS. UNIT PRICE CONTRACTS IRE
 

NORMALLY USED ONLY FCR!AJOR CONSTRUCTIVN ?PRf.CTS. SUCH 
CONTRACTS ?IORSALLY PROVIDE FOR PRCGRESS PAYENTS, USUALLY
 

iMNTHLY, BASED ONACTUAL WORK?E.FORED. BILLINGS SHOW 

THEQUANTITIES CFVARIOUS CATEGORIES OF WORM ANDPERFORCED 
THE CONTRACTUALLY ;IXEJ UNIT PRICES, TOGETHER WITH THE
 
AMOUNTCALCULATED THEQUANTITIESBY ,MULTIPLYING BY THEUNIT 
PRICES. THEWUANTITIES 3ILLED ARE, IN THE ;IRST INSTANCE, 
ASCERTAINED BY THECONTRACTOR; &YTHEYARE THENCEATIFIED 
THE CCRI'MACTING AGENCYOF 4IS C.I SULTImG £NGI..EERS WE.CUR 
KEING SUBMITTED T3 THE PROJECT OFFICER FCR REVIEW. THE 
PROJECT OFFICER IS 4OT EXPECTEDTO VERIFY DY AN INOGE'?E-

DENT INVESTIGATION, SUCH AS THE EXAMINATION OF CONSTRUCTION 

RECORDS, WHETHER THE 2UANTITIES BILLED ,RE CCRSECT; HE PAT 

RELY OH THE CZRTIFICATION CF THE CONIT;ACTING AGENCYOR THE 

CONSULTING ENGINEER ACT'IIGON ITS BEHALF. NEITHER is At 

EXPECTED TO COMPAREUNIT PRICES USED IN THEBILL:,G WITH 

CONTRACTPRICES CR TO CNEC THE BILLING FOR ARITHhETIC 

ACCURACY. HIS APPROVALOF THE VOUCHERSHALL MEAN ONLY THAT 

RE HAS NO KNOIEDGE OF ANY FACTS WHICH WOULD AE AN IN-

QUI INTO THE ACCURACY OF THE BILLING ADVISABLE EITHER 

BEFOREOR AFTER AID PAYS TO THE CONTRACTOR THE W,,UNT 

CLAIMED. 

OTE FORMS OF CONTRACT. IN THE RARE INSTANCES WHERE 

OTHERFORMS OF CONTRACT ARE USED (1.1.tfIlE-RATE CONTRACTS) 
THE FOREGOING GUIDANCE SHOULDRE USED, :ONSISTENT WITH THE 

PRINCIPLES OUTLIIEG IN PARAGRAPH I AND THE OTAILED 2IS-

CUSSION IN HE FOREGOING SUIPAAGRAPS, AS APP.ICABLE. 

I. UNUSUAL CIRCUMSTANCES.
 

( IF CONTRARY TO NORMALPRACTICE, THE PROJECT FOR WHICH 

A VOUCHER IS I',J~fIITTED TO A PROJECTHAS HOT DCEN ASSIGNED 

OFFICER AND NO OIHER ,EIMER CF 7HE nISSI STAFF HAS 

PERSONAL KNOWLEDGEOF THE PROJECT, 1R IF THE PROJECT HAS 

BEEN AS!4NED TO a PROJECT OFFICER ONLY JUST BEFOR! THE 

VOUCJERIS SUBMITTED, THE PROJECTOFFICER OR AnOTHER,"IS-

ION VFFICIR SHOULDAPPROVE THE IJUCAIER WITH THE FOLLOWING 

STATEMENT: QUOTE I HAVE ;EVIEEo THEVOUCHER, THE UELATED 

INVOICEjS AD SUPPmoRTinGooCupNTrArIO ArTA EO THERETO. 

I 00 NOT HAVE AND AM UNABLETO OBTAIN PROMPTLY PERSONAL 

ANOULEDGE Of THE PROJECT, 1C.I. UOTE I ARRIVED AT n'ST 

WIELL-2EFINED SERVICES IE.4. AEVIEV OF A REPORT), ARE SIX DAYS AGO ANDHAVE iOT YET VISITED THE PROJECT SITE 
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.aCAf-0 !A3'00 'ILTS 7H- C'TAL. AL3O. A J3AI3 ":9-
:;Am -,0 JISI7ES O.-ZT i.S 0IE ICALLfE=4TNLY S -! 
E'ACUATEO UNUOTE). I I.'E 70 EL;E 7441 Af-B AEA;:I "a 
rElt CF THE AMOUNTS :LAIrO "I "IS 'ICUCIER :HOULOU: 4IfY-
4ELO. THE FCRE, jOUCMER1% AEI- aPPROVEDrAE ATIIELY 
;CR PAYMENT :UBjECT TO riE ;I(IOMr.L ;EVIEW 410 -. RTIFCA-
TION BY TAE PAYING FFICE. ':IQUOrE 

(8) 2UALIFIEO APPROVAL3 AS SET FORTHABOVESAOULDOBVIOUS-
L SE USED OnLY :4 RARE aCE;SIONS ;INCE THE CIRCUMSTIACES 

NECESSITATING THESE SHOULONor CONTINUEFOR ANY EXTECOCA 

PERIOD. SHOULD THE ACONOTE REPEATED INSTAJCES OF QUALI-

TiEO APPROVALSOF VOUCHERSRELATING TO THE :AtlEPROJECT, HE 
SHOULD INFORP THE nIS:IOM 1iRECTORAMD THE REGIONAL BUREAU 
IN 'ASHINGTON. 

IC) THE APPROVAL STATEMENT SHOIN t IANOBOCKtI, CHAPTER I 
(SECTIC 1.6. 5.1 ) 12I IS IOT TO BEUSEOINTHE CIRCUM-
STANCES DESCRIEED IN SUBPaVARjAPH A)l.ABOVE; IT IS REPEAT 
IS TO BE USED OniLY ,1IEM SUMARY DATA, BUT 4Ot THE ACTUAL 
DOCUMENTATION, HA E SEEH MADE AVAILABLE TO THE PROJECT 

OFFICER BY AN AGO LOCATED AT A DIFFERENT POST. MS 11 WILL 


BE CORRECTED ACCCROINGLY. 


7. CERTIFICArION By AUTHORIZED CERTIFYING OFFICER (ACOI. 

THE AGO IS RESPONSIBLE FOR CHECKING VOUCHER. FOR CONSIST-


ENCY AITI THE CONTRACT, INCLUOIIIG THE CONTrACT BUOGET,
 
AND ARITHMETIC ACCURACY, IS IE CONSIOERS NECESS:ARY, BEFORE
 
MAKING PAYMENT. INCLUOEIDIN SUCN REVIEW WILL BE ALL BILL-


ING ITEMS Nor ENCOMPHS:ED IN THE ;EVIEW OF THEPROJECT
 
OFFIC1R, SUCH AS HOME OFFICE COSTS, TRAVEL AD TRARS?ORTA-


TION CHARGES, COMMUNICATIOH COSTS AND MISCELLANEOUS PER-


SONNEL COSTS, :UCH AS HOUSING AND ZOUCATION ALLOWANCES.
 

1. DISALLOWANCES.
 
(A) DEFICIENCIES INFORM. IF THEPROJECT OFFICER 3IS-

COVERS DURING THE REVIEV ^F A VOUCHER FORMAL AEFICIEMCIES
 
(E.G.LACK OF A SIGNATURE, LACK OF OR INCONSISTENCY BETWEEN
 
SUPPORTING OOCUMENTS), IE SHOULo morE SUCH OEFICIENCIES IN
 
HIS APPROVAL STATEMENt. IT IS THE RESPONSIBILITY OF THE
 
AGO TO DECIDE WHAT ACTION TO TAKE.
 

3) SUBSTANTIVE DISCREPANCIES. IF THE PROJECT OFFICER
 
DISCOVERS DURING THEREVIEW OF A VOUCHER THAT CHARGES FOR 
ONEORMORE ITEMS INCLUDED IN THE VOUCHER ARE INCONSISTENT 
WIThTHEFACTS AS HE XNUCSTHEM AXO IN HIS OPINION, SHOULD 
NOT HAVE BEEN BILLED, HE SHOULD INFORM THEMISSION DIRECTOR 
OF THEFACTS IN THE CASE. A CECISION ON THE ACTION TO BE 
TAKEN SHALL BE MADE ONLY BY THE MISSION DIRECTOR, OR A 
PERSON DESIGNATED ITHiM FOR THIS PURPOSE; THEFOLLOVING 
COURSES OF ACTION SHOULD BE cONSIDERED: 

il)TO INFORM rE APPROPRIATE HOST GOVERNMENT AGEICY THART
 
AID CANNOT NAVEANY, OR OKLY PARTIAL, PAYMENT TO THE CON-
TRACTOR, STATING THEBASIS FOR THAT FINDING; OR
 
(111TO INCLUOE IN,OR ATTACH TO, THE APPROVAL STATEMENT,
 
A REPORT SN THE FACTS VHICH PREVENT THE PROJECT OFFICER
 
FROM SIGNING AM UNQUALIFIED APPROVAL STATERENT; A DECISION
 
ON THE ACTION TO TARE WILL THEN BE MADE BY THE ACO.
 

THEFORMER COURSE SHOULD BE TAKEN If TME DISCREPANCIES OIS-
COVERED By THE PROJECT OFFICER ARE OF IUCH MAGNITUDE THAT 
IT APPEARS THAT THECNLY PROPER IEMEOY ISA REQUEST BY THE 
MOST GOVERNMENT AGENCY TO THEC0nTRACTOR FOR SUBMISSION OF 
A CORRECTTA VOUCHER. THESECODIDCOURSE SHOULD BE CHOSEN 
WHEN THEAGO 'OULO NAVE PAYMENT SUBJECT TO ACTION BY THE 

sTAr! :Saz 

rACT.RIL( ^R 7O E ANY lYtER ACTO1 SHGRTSF EF'J11G 

PAY THE ANOUNTS:LAitEO. I; 'iC 4CO 3EC::El 73 )I:ALL.', 
ANf PART OF r4E A1eUIIr :AirEo 5:1A :DUCKER 5 :VOUL 
PROMPTLY INFCRI 7ihEmISIOCN OlIECTOR S0 THAT IE CAN APPRISE 
THE MOST GOYERnmEmT OF THE OIPJTE. 1N 10 EVENT SHCILO rH 
YISSION 31RECTR ^R AllY OTAER l:Z;ON ZFFICER 10ISE A 
CONTRACTOR7HAT 410 IAS 0IALLO;EO, .R JILL 3SALLOw, ANf 

PART OF THE AmounIr BILLE3 !EFCRETHE 4OSTaDVEINENT AGEHCY 
CONCERNED HAS BEENlINFORMOEDOF THE -ACTS AS SETORMINEOBY 
THE PROJECT OFFICER ANn IAS BEEN ASKED TO RECUEST ,SE CO-

TRACTOR TO TAPE HMATEVERREYEOIAL ACTION IS qErUIREO. IF 
THE HOST GOVERlMEIT AGENCYOES 4OT AGREE WITH AID'S 

FINOINGS ANO BELIEVES IU REMEOIAL AcTIOH) Y THECONTRACTOR 
IS REQUIREO, AMD IF THE IISSIOI AIRECTOR IS 'JIAELE TO REj'CH 

AGREEMENT WITH SUCHAGENCY,THE 1ATTER lHCULO 3E REFERRED 

TO THE ASSIST.ONT OMINISTR.TCR OF THE 4EGIC.InL EUREAU TO 
V4CMTHEMfSSIO REPORTS. 

3. HANDBOOM HANOSCORREVISIONS. L9 AND OTHER HARABOCKS 
WHICH INCLUOE PROVISIONS PERT.;AING To THE AomiINISrATIVE 

APPROVAL OF HOST COUNTRY coNrRACT VOUCHER. VILL BE AIENOED
 
IN ACCORDANCE WITH THIS MESSAGE. A MATRIX 'JILLALO BE
 
PROVIDED TO OESCRIBE VOUCHER REVIEU REDUIREMEIITS AS APPLIED
 
TO THEVARIOUS TYPES OF HOST .OUNTRY CONTRACTS. CHRISTOPHER
 

CONTRACTOR (E.G.AN ADJUSTMENT ON A SUBSEGUENTBILLING),
 
SUSPEND January 1983PAYMENT UNTIL THE 3ISCREPANCY IS EXPLAINED SATIS-
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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 s.:',mitted 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
 
eifective contract monitoring. The frequency of such visits, as well as the
 
coverage and depth of the inspection, will vaiy, 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 managerr and continuity, it is equally important that the results 
of each periodic contract review or site visit be recorded ina 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.
 

Inpreparing 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 
implementation, financial and staffing plans of the contractor would be 
particularly useful in enabling the Project Officer to determine the degree of 
progress-being made as of the time oi the report. Inaddition to reviewing 
progress against targets, rapcts from the contractor should be compared with the 
actual status of implementation to verify their integrity. 
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Attached is a sample format designed to assist Project Officers in the preparation 

of either a periodic Contract Status or a Site Visit Report. It is intended as a 

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

and nature of the contract(s) being monitored. 
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CONTRACT STATUS REPK)RT
 

Site Visix Report Periodic Status Report 

(Check box applicable)
 

eport NUmber 
 Related Project Title
 

Date of Report 
 Project Number
 

Contractor 
 Project Officer
 

Contract Date & Amount 
 Host Country Contracting
 
Agency
 

*A.Officials Participating in Site Visit:
 

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

*B.Discussions Held With:
 

1. Key Contractor Staff: (names and titles)

2. 'OlierOfficials: j-names and titles)
 

(HostCountry Officials; Officials of other
 
organiza,.ions 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. Recommendations requiring the attention of the Mission Director,
 
Assistant Administrator, or other senior AID officers should be in,'luded
 
when warranted by the circumstances). 

E. Substantive Elements 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. Indicate 
whether the services or commodities 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 e:-pected
 
to take such action and by when. Note particularly delays or problems

which may substantively affect the terms of the contract.)
 

1. 	 Advisory Services and Reports
2. 	 En~ineering and/or Construction 
3. Procurement of Commodities
 
4. 	 Train services 
5. 	 L--itical Support 

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

the host country.)
 

6. 	 Other (specify) 

F. Financial Status of the Contract
 
(This 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 arrangements should be identified.)
 

G. Contractor Organization and Management

(This section should include 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 relation.s, as iniicated below.) 

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

(Country Contracting Agency; other organization/institution
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Note: 	 Distribution of Contract Status or Site Visit Reports should include, as
 
a minimum, the AID Mission official to whom the Project Officer reports,
 
the heads of 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 substance of the report so warrants.
 

At the discretion of the Project Officer, copies may also be provided to
 
appropriate officials of the host country.
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SUMURY 

CONTRACT MONITORING TASK LIST 

Event or Function 


itelations with Contracting 

Agency and contractor 


Initial meeting with con-

trac tor 

Periodic contract status 


re"lew meetinjs
 

Procurement of supplies and 

equipu&ent 

Participant traininj ser-
vices provided by contrac-
tors under contracts for 
techitical/professional ser-
vices 

Logistical suppart of con-

tractor 


Financial arrangements and 

methods of payment pre-

scribed in contract 

(direct or bank letters of 

comuitwent; progiess pay­
ments; etc.)
 

Apruval of contra:tor 

vouchers 


Waivers fro, Ali) procure-

went rules 


Contract extensions and/or 

auendents 


Guidebook 
Reference 

VII LI, C 

VII 0 

VII E 

VII F 

VII G 


VII Ii 

VII I 


VII J 

VII K 


VII L 


AI) Project Officer 


Maintains personal and conttnuing liaison
 
with both during the monitoring period
 

Participates in meeting 


Participates in neetih gs 


Verifies compliance with AID pro.:urement 

rules, as well as arrival and proper use 

of supplies and equipment 


Reviews adequacy and effectiveness ot 

training (normally during course of site 

visits) 


Verifies availability and adequa,:y of 

essential supporting services required by

the contractor 


Assures that appropriate financing Is 

arranged, incollaboration with the Mis-

sion controller 


Reviews vouchers tnd administratively 
approves for payment (using form of cer-
tification prescribed) except If under 
bank letters of comitment or if for pro-
curement of equipment and materials 

Reviews need for waver, and if Justified, 

prepares memo requesting approval of the 

All) official (Mission Director or other)

ewpowered to authorize
 

Reviews need for extension or amendment, 
and if justified, arranges AID approval 

Host Country

Contracting Agency 


Arranges and convenes meeting 


Conducts status reviews 


Oversees and supervises procure-

ment, adherence to specifications, 

del 7emy dates, Inspection and In­
stalkion requirements, etc. 

Oversees provision of training and 

responsiveness to requirements of 

the related project 


Provides such logistical support 

(e.g., housing; office space; etc.) 

to contractor as terms of contract 

require 


Requests action by AID (for Issu-

ance of letters of coaitment; pay-

mnt under direct reimbursement; 

etc.)
 

Reviews, approves and pays direct 

reimbursement vouchers; submits 

other approved vouchers to AID or 

L/COJ bank as appropriate
 

Requests assistance of Project 

Officer Inobtaining AID approval 

of waiver required
 

Requests AID approval if contrac-
tor's request for extension or 

amendment appears justified
 

Contractor
 

Attends meeting with key staff
 

Hormally participates
 

Procures needed comaodities as
 
specifi :d in contract
 

Conducts (or arranges) traininj
 
as required by contract, and
 
submits monthly reports (if

traininj In U.S. or third 
countries) to Contracting 

Agency and AID 

Provides. or arranges for, Its : 
own supporting services to a 
extent prescribed in the con­
tract 

Applies to Contracting Agency

for payment as provided incon­
tract
 

Submits vouchers and support-

Ing dacusentation to the Con­
tracting Agency
 

Identifies need for waiver, and
 
notifies Contracting Agency
 

Requests Contracting Agency to
 
extend or amend contract
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CONTRACT HOiII1ORiHlG TASK LIST 

Event or Function 

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

Guidebook 
Reference 

VIi H 

AID Project Officer 

Analyzesreports for adequacy and 
siveness 

respon-

Host Country
Contracting Agency 

Reviews and acts upon reports as 
appropriate 

Submits 
contract 

Contractor 

reports required by the 

Site visits 

Project Officer contract 
status reports (for AID 
management purposes) 

VII H 

VII 0 

Participates with Contracting Agency 
in assessing progress 

Prepares reports and submits to Mission 
Director and other AID officers concerned 

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

Reports on contract progress 
and problems 

Project Officer spe-lal 
reports 
Contract monitoring file 

Correspondence 

VII P 

VII Q 

VII a 

As required, prepares and submits ad hoc 
reports 
Maintains contract monitoring file 
on current and complete basis 

As required, responds to Incoming corre­
spondence relating to contract Iqpleoen­
tation and monitoring 

Sumits copies of such reports 
AID may require 

as Submits pregress and other 
reports as required by terns of 
the contra t 

BriefimJs anl presenzations 

Disputes and appeals 

VII S 

VII T 

As required, briefs AID and other officials 
regarding status of the contract 
With advice and assistance of Mission legal
advisor, may informally assist the C,)n-
tractmJ Agency and the contractor !I 
r*sc . vlng disputas 

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

May seek assistance from the 
Project Officer in resolving
disputes with the Contracting
Agency 

Enforcement and remelies 

Contract audits by Ivist 
country (or independ:nt 
audit firms) 

ViI U 

VI! V 

As appropriate, and with advice and assist-
ance of Mission legal advisor. may ctunsel 
the Contracting Agency 

Assures that required audits a.'e made (or 
arra ged) by the Contracting Agency, and 
that appropriate corrective action i! taken 
in event audit reports disclose deficien­
cies 

May exercise its right to suspsend 
the work or terminate the contract 
in event of contractor non-perform­
ance 

Audits, or arrangea far Independent
audit, of contract and takes cor-
rective action where required 

Takes corrective action where 
required 

Contract audits 1i AIG 
other U.S. entities) 

or VII W Cooperates fully with U.S. officials con­
ducting audits or Investigations, and pre­
pares Mission consents on relevant aulit or 
Investigative reports 
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CONTRACT MONITORING TASK LIST 

Fvent or Function 
Guidebook 
Reference Ali) Project Officer 

Host Country 
Contracting Agency Contractor 

Contract closeout-or 
tenination 

VII X Assures that contract Is terAinated pro-
perly and that all AID rights have been 
satisfied (including submission of all 
reports and certifications required from 
the contractor and/or the Contracting 
Agency) 

Oversees orderly termination of 
the contract. Including submis-
sian ,f all required reports and 
certifications 

Submits claim for final pay­
ment. a vI such other documeta­
tion as may be required to evl­
dence satisfaction of all obli­
gations under the coatract 

Project 
(PES) 

Evaluation Suouary VII Y Assesses the quality and effectiveness of 
the contractor's work for inclusion in the 
Project Evaluation Suumary required by AID 
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