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PREFACE

This Manual is intended primarily as a reference book explaining the rationale of internationally accepted public procurement theory and practice.  It is designed as a guide to be consulted by public procurement practitioners in everyday situation.

The manual was prepared website: www.ppcc.gov.lr  with financial assistance from the World Bank n March, 2005.  It was first used for the training of Public Procurement Practitioners in Liberia in March 2005 under the auspices of Contracts Monopolies Commission in conjunction with the World Bank
References and extracts were taken from books of the following renowned procurement experts, who we are so grateful to;

• 
Public Procurement Manual, By Gosta Westring and George
Jadoun;

• 
International Procurement, By Gosta Westring;

• 
I.L.O./World Bank Manuals on Procurement of Good and
Works;

•
Interim Public Procurement rules for Liberia.

This training manual has been revised in December, 2006 to reflect the provisions of the Public Procurement and Concessions Act of 2005.  This is done in view of the pressing need for capacity building of the procurement practitioners in the public sector.

We are also grateful to all and sundry who contributed in diverse ways to get
this master piece.
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CHAPTER 1
1.0  
 INTRODUCTION
Governments in many countries now agree that good procurement systems and procedures are strategic components of proper budget use and effective expenditure management. Nevertheless, recent reviews of developing country procurement capacity note that procurement is too often viewed as a routine downstream, clerical function and given only a subsidiary role during the early design and final implementation stages of development projects. 
The traditional focus has been on the monitoring role procurement plays during the bidding, evaluation and contract award stages of the procurement cycle - something natural since that is when crucial decisions are taken triggering the release of scarce government budget or donor funds. The consequence has been that governments have tended not to dedicate adequate funding to it, leaving many implementation teams insufficient resources to cover these important activities. 
The capability to closely supervise the activities that occur after contract award and during actual implementation is usually weak, culminating in lost of scarcenational funds to individuals. It is therefore imperative for every Government to have effective procurement management system in place since major portion (roughly 75%) of Govt. expenditure goes into procurement of inputs from external and internal sources for the provision of social and other essential amenities for the citizenry

OBJECTIVES AND PURPOSE
The objective of this course is to ensure the prudent use of public resources, with
the view to achievpLeconomy, efficiency, transparency and accountability in the
supply chain spectrum of the public sector.

The purpose stems from the fact that a certain level of professional expertise is
required and necessary to ensure that the best procurement practices are employed
in the public sector procurement management, so as to act in conformity with
agreements between governments and financing institutions like the world
Bank/AfDB, by

•    Establishing basic rules for operations;

•    Outline the best method of executing the operations;

•    Ensure the uniformity of operations where appropriate;

•    Officially state proven methods, practices, responsibilities and authorities;

•    Assist in decision making;

•    Facilitate personnel training;

•    Ensure transparency and accountability of operations;

CHAPTER 2
2.0
SOME INTRODUCTORY DEFINITIONS
2.1     
What Is Purchasing?
Purchasing is an integrated activity that focuses on the acquisition of goods and
services needed for use in production and other operational activities to achieve
organizational goals. In other words, it involves identification of needs, sourcing
for potential suppliers, selecting suppliers, negotiating on price, terms and
conditions of purchase and following up to ensure delivery.

           Basic Purchasing Procedure
Apart from pre-purchase activities such as participation in design and budget
decisions, all purchasing falls into three main phases. These are notification, odering and Post-Ordering phrases.

           The Notification Phase
Notification of need to purchase is usually in the form either:

(i) 
a requisition issued by the stores or stock control, or
(ii) 
a bill of materials issued by the drawing office or control departments.

           The Ordering Phase
On receipt of the requisition or bill of materials the buyer responsible will check
them for accuracy, conformity to any standard specifications and with purchase
records to ensure whether the items have been previously purchased and, if so, in
what quantities and the sources of supply.

If the item is standard and has been previously purchased from a satisfactory
supplier at an acceptable price, a repeat order may be issued.

If, however, the item is not standard and has not been ordered before, or for some
reason a change of supplier is required, the following additional steps will be
involved:

(i) 
Enquiries will be sent to possible suppliers accompanied by additional
documents, e.g. drawings, specifications, etc. which will enable them to
quote.

(ii) 
Quotations will be received in response to the enquiries and compared
with respect to price, quality, delivery, tool costs, etc. and terms of
business.

(iii) 
When quantities are substantial and quality and/or delivery of great
importance, further negotiation with suppliers including an evaluation of
their capacity to undertake the order may be required.

(iv) 
A purchase order will be issued to the vendor whose quotation, amended
where necessary by subsequent negotiation, is most acceptable. A copy of
the order will be retained in the purchasing department,. (Sometimes two
copies are retained for filing alphabetically and numerically.) Further
copies of the order may be provided for:

1.     Department originating requisition;

2.     Progress section;

3.     Stores;

4.     Production control;

5.     Computer section;

6.     Accounts;

7.     Inspection;

(v) 
An order acknowledgement should be required from the vendor. On
receipt of the acknowledgement should be examined to ensure that the
order has been accepted on the terms and conditions agreed and filed.

                      The Post-Ordering Phase
(i)        It may be necessary to progress the order to ensure that delivery dates are
            met or to expedite delivery of overdue orders.

(ii)     An advice note notifying that the goods have been dispatched or are ready
for collection will be issued by the supplier. Copies of the advice note may
be sent to relevant departments, e.g. progress and stores.

(iii)    On receipt, the goods will be checked for quantity by the stores. Where
matters of quality or specification are involved they will be examined by
the inspection department. If satisfactory, a goods received note will be
completed and copies sent to the purchasing department. If not
satisfactory, the purchasing department will be notified so that the
complaint can be taken up with the supplier.

(iv)    An invoice for the value of the goods will be received from the supplier.
This will be compared with the purchase order and goods received note.
Usually prices will be checked by the purchasing department, paying
special attention to the legitimacy of any variations from the quoted price.
If satisfactory, the invoice will be passed to the accounts department for
payment.

(v) On completion the order will be transferred to a ‘completed orders file’

3.

2.2   
Purchasing Documentation
With both manual and computerized purchasing systems, the basic documents
used in purchasing are:

(a)   purchase requisition or bills of materials,

(b)   enquiry forms,

(c)   purchase orders,

(d) in addition special forms may be used to confirm cancellations or
        amendments to orders, or for such purposes as analysis of quotations,
        vendor appraisal, etc.

 Purchase Requisition
(a)    Purpose.
(i) to notify the purchasing department that a need exists;

 (ii) to specify what is required to meet the need;

(iii) to authorize purchase;

                    (iv) to provide evidence as to what was requisitioned, when and by whom.

(b) . Number of copies. Normally two copies are sufficient, one for
transmission to purchasing and one for retention by the issuing
department.

(c)        Entries. The information entered on the form will usually include:

(i)        the title, i.e. 'Purchase requisition', at the head of the form;

(ii) a formal instruction to the purchasing department, e.g. 'Please

(iii) order...';

(iii)      requisition number;

(iv)     date prepared;

(v)      quantity of goods required;

          (vi)      description of goods required;

         (vii)      suggested supplier;

                    (viii)      stores identification;

(ix)      date by which goods are required;

(x)        location to which goods are to be delivered;

(xi)       special instruction (if any);

(xii)      account or code number against which the requisitioned items are
             to be charged;

                      (xiii)     requisition by;

                      (xiv)     authorized by;

                       (xv)      space for order number to be inserted.
             Purchase Order Forms
(a)    Purpose. To communicate to the supplier particulars of the purchaser's
requirements, the price and delivery applicable and the conditions on
which the order is placed. A purchaser's order becomes a legal contract:

(i)    when it constitutes an acceptance by the buyer of a formal
         quotation submitted by the vendor;

(ii)    when it is accepted unconditionally by the vendor if it is submitted
         without a prior quotation to the buyer.

(b)    Number of copies. One copy will be sent to the supplier (two where the
order incorporates an acknowledgement for the supplier to return). The
number of copies made for internal use varies. In addition to those
retained in the purchasing department, copies may be sent to other
departments mentioned earlier.

(c)    
Entries. The information entered on the form will usually include:

(i) the title, i.e. 'Purchase Order', at the head of the form;

(ii) name, address, telephone number, etc., of the purchaser;

(iii) 
order number;

(iv)  
a formal instruction to the vendor, e.g. 'Please Supply'

 (v)   
name and address of vendor;

(vi)  
supplier's reference;

(vii)
purchaser's reference;

(viii)
name and telephone extension of buyer to contact in respect of
queries;

(ix)
quantity (ies) of item(s) to be supplied;

(x) 
descriptions) of item(s) to be supplied;

(xi) 
reference to any drawings, specifications, terms and conditions of
purchase;

(xii)
purchase price(s);

(xiii) 
terms of payment;

(xiv) 
delivery date;

 (xv) 
VAT reference number;

(xvi) 
delivery address (if different from that at the head of form);

                 (xvii) 
any special instructions for packaging or transportation;

                     (xviii) 
requisition number;

(xix) 
signature of person authorized to issue the order In addition the purchase on reverse of form

(xx) 
acknowledgement for return bysupplier;                (xxi) 
terms and conditions of purchase on reverse of form.

Purchase order forms vary widely in format and attempts at
standardization so far have been unsuccessful.

2.3   
What is Procurement?
Procurement can be defined as the process or mechanism through which inputs of
goods; works and services from external suppliers are secured or purchased for developmental purposes by Government and individuals. It is also the system
used for the acquisition of goods, works and services required by Government to
fulfill its obligations towards the citizenry.  As such procurement can be
summarized as the process of purchasing the right quality of materials, at the right
time, in the right quantity, from the right source and at the right price.

The primary objectives of procurement of inputs (goods, works and services) are
to ensure the quality, economy, efficiency, transparency, fairness and timeliness
of acquisition of inputs. To this end procurement management has moved from
"reactive" to "Proactive". Procurement management is dynamic and is subject to
constant improvement through effective planning and investigation of the global
supply market.

The functional scope of procurement covers;

     a.     Specification of the kind and quantity of goods or services to be acquired;

            b.    Investigation of the market for supply, and contacts with potential
        suppliers;

c.     Placing the order or contract, including negotiation of terms;

d.     Supervising delivery and performance;

e.     Taking necessary action in the event of inadequate performance;

f.     Payment; and
g.     Dealing with disputes.

2.4   
Public and Private Sector Procurement
There is the need to draw a distinction between public and private procurement in
view of the difference in methods applied in public procurement, on one hand and
procurement for the private sector, on the other hand.

Public procurement is different from private also in its general purpose and
normative context.

Governments and taxpayers want to see value for public funds spent on
procurement of goods, works and services. Economy and efficiency therefore are
the main objectives in public procurement at the national level. Non-
discrimination, transparency and public accountability are complementary
objectives, which while on the whole supporting the overall economy and
efficiency targets, can in some instance give rise to internal policy conflict.

The complementary objectives constitute an integral part of public procurement
policy, however, primarily because a government owes a duty of non-
discrimination, transparency and accountability to its constituency, ie, the general
public. In addition, economy and efficiency are not as easily demonstrated in the
public sector as in the private. While private procurement is tested in the ultimate

Profitability of the buying company or organization, a similar test is not as easily passed on the performance of the public buyer.

Private procurement is also normally based on the cultivation of long-term relationships, whose continuation will depend on the mutual benefit gained and demonstrated through the profitability of the joint business activity. While public buyers may indeed argue in favour of establishing long-term partnerships with private suppliers, the secondary policy objectives and notably that of non-discrimination and transparency, tend to give greater weight to procedural aspects and a preference for public contracts being awarded one at a time on the basis of competition and without any promise of continuation. Public buyers, therefore, and sometimes reluctantly, find themselves obliged to give much more attention to procedure, including openness and non-discrimination, than private sector colleagues.

Private procurement does not follow set procedures. It serves simply to achieve a good economic result for the buyer.

Buyers are accountable to themselves or management, as it were. Commercial, practice is the key driver, where the main determinants of a purchase are the Five
Rights, namely:

           *        obtaining goods and works and service at the right price;

            •        in the right quantities;

            •        from the right source;

            •        Delivered at the right price;
            •        At the right time

Public procurement seeks to attain the following:

•    Economy,

•    Efficiency,

•    Non-discriminatory/Competition

•    Transparency,

•    Accountability,

•    Promotion of domestic industry and employment,

•    Other special objectives such as national security, regional development
      and social equity;

a)     Economic criteria focus on the price of the goods and services offered, in
        the first place, but can be expanded to include other criteria which affect
        the economic benefit to the contracting authority of the offer in question,
        such as cost of operation, performance and availability of service.
b)      Efficient public procurement implies a system which operates in a timely manner, with a minimum of bureaucracy, while being responsive to the
needs of the ultimate users of the goods or facilities procured.

c)   Non-discriminatory means that no undue restrictions are placed on
participation in the competition for a particular contract. This does not
prevent the procuring entity from setting stringent standards with respect
to the quality of the goods and services to be procured.

d)     
A transparent system is one characterized by clear rules and by means to
verify that those rules were followed. Means of verification are records,
open to inspection by public auditors and to interested parties, such as
unsuccessful bidders who wish to know the reason for their failure to win
a contract.

e)     Accountability infers that those who carry out procurement on behalf of
state and other public bodies must be under an obligation to abide by the
applicable regulations and must face the consequences - disciplinary or
worse, of their failure to fulfill that obligation.

f)     Promotion of domestic industry and employment infer that procurement
can be planned in such a way as to facilitate participation of domestic
bidders, e.g. by adjusting contract sizes to prevailing capacity levels or by
choosing a time that suits seasonal variations. Technical specifications can
also within limits set by economy and efficiency criteria, be adjusted to
local contractors, manufacturers Or service providers. On the whole,
however, promotion of domestic industry and Employment tends to
collide with other policy objectives, primarily non-Discrimination but over
a longer perspective also with the economic interest of the country
concerned.

g)     
Other special policy objectives may call for special exceptions to normal
public Procurement procedures. Secrecy and military alliance may affect
procurement for defense and national security purposes. Special regard for
industry in distressed areas or disadvantaged population groups may call
for adaptation of the normal procedure to facilitate participation of such
entities.

2.5   
Types of Procurement
Procurement can be categorized under four main heading.

1.     Goods

2.     Works

3. Technical Services                                                  

4.     Consultant service
Goods
"goods" means objects of every kind and description including raw materials,
products and equipment and objects in solid, liquid or gaseous form, and
electricity, as well as services incidental to the supply of the goods if the value of
those incidental services does not exceed that of the goods themselves;

Works
"works" means work associated with the construction, reconstruction, demolition,
repair or renovation of a building or structure or surface and includes site
preparation, excavation, erection, assembly, installation of plant, fixing of
equipment and laying out of materials, decoration and finishing, and any
incidental activity under a procurement contract.

Technical Service
"Technical services" means services, which are tendered and contracted on the
basis of performance of a measurable physical output such as drilling, mapping,
aerial photography, surveys, seismic investigations, maintenance of facilities or
plant and similar operations;

Consultancy Service
"Consulting services" means services which are of an intellectual and advisory

   nature provided by firms or individuals using their professional skills to study,

     design and organize specific projects, advice clients, conduct training or transfer

knowledge;

2.6       Turnkey Contracts:
A turnkey delivery is usually connected with the employer's desire to have a plant
erected and commissioned with the condition that the plant shall meet certain         well specified functional requirements. It may for example involve the supply;
installation and commissioning of specially engineered plant and equipment, such
as boilers, turbines, pumping stations, industrial process plants etc. Normally, the
plant or equipment constitutes the major part of the value of the delivery and
usually the nature and complexity of the plant is such that it requires elaborate testing and trail operation before it can be accepted and taken over by the
employer.

CHAPTERS    3
3.0 
MANAGING THE PROCUREMENT PROCESS
3.1   
Public Procurement Method
The foregoing section analyses the objectives of public procurement and the
particular responsibilities that public procuring entities have in relation to
suppliers and contractors interested in competing for public contracts. In this
section we will begin by looking more closely at the consequences of basic public
procurement policy as to the choice of procurement method.

The process of public procurement is started at the initiative of the responsible
agency, which solicits offers from potential suppliers of the goods and services in
question. In the case of public procurement, these offers are often referred to as
tenders. In a broad context, offers are also referred to us "bids", "proposals" or
"quotations". Tenders are normally invited on a competitive basis from several
interested parties. "Competitive tendering" or competitive bidding(American
usage) - often referred to as "tendering" or "bidding" - is standard for public
procurement.

Public procurement can be organized either through competition or negotiation.

3.2   
Competition
Competition is the process whereby potential suppliers/contractors are invited to
make a firm and unequivocal offer of the price and terms which, on acceptance,
shall be the basis of the subsequent contract.

 
Types of Competition
a)       Open tender: Prospective suppliers/contractors are invited to compete for a
contract advertised in the press, the lowest evaluated tender generally
being accepted.

b)      Restricted/Selective tenders: Prospective suppliers are invited to compete
     for a contract, the advertisement of which is restricted to appropriate
     technical journals of local newspapers. Tenders are also invited from
     suppliers/contractors on an 'approved list' who have been previously
     'vetted' regarding their competence and financial standing.

 Negotiated Tenders
A tender is negotiated with only one supplier/contractor so that competition i"s"
eliminated. The contracts are known as sole sourcing/direct purchase or
proprietary.

3.3   
Preference for Competitive Methods
The first and foremost conclusion to be drawn from the policy background is that
procuring entities need to make use of competition for each individual contract in
order to maximize economy and efficiency. The test then is who is able to make
the most advantageous offer at that particular time for the particular contract. The
consequence as to choice of procurement method is the preference for open
tendering.

The preference for open tendering is supported also by other public procurement
policy objectives. Openness eliminates tendencies towards favoritism. Openness
is an obligation on the part of a government deriving from its membership in a
community such as the European Union, African Union, ECOWAS, etc.

3.4 
The Case for Restricted/Selective Tendering
No rule is without exceptions, and neither is the general preference for open
tendering without exceptions.

The method that comes closest to open tendering, while introducing an element of
restriction, is selective tendering. These procedures recognize the procuring
entity's interest in receiving offers only from firms of its own choice.

Traditionally, this has been taken to mean that the procuring entity is under no
obligation to advertise the opportunity to bid for the contract in question. Instead,
the specialized nature of the contract and the procuring entities' reluctance to
consider offers from firms without known and proven qualifications justifies the
use of selective tendering.

Both World Bank and EU procurement directives acknowledge, however, that an
element of open competition should be maintained even in the selective
procedures. This can be accomplished by using pre-qualification for major,
complex contracts.

3.5   
Mis-Procurement
Most financial institutions and donors do not finance expenditures for goods and
works which have not been procured in accordance with the agreed provisions in
the Loan Agreement and elaborated in the procurement plan. In such cases, they
will declare mis-procurement, and it is the policy of most financiers to cancel that

portion of the loan allocated to the goods and works that have been mis-procured.
They may, in addition, exercise other remedies provided for under the loan
agreement.  Even if the contract is awarded after obtaining a "no objection", from the financiers, they may still declare mis-procurement if it concludes that the -"no
objection" was issued on the basis of incomplete, inaccurate, or misleading
information furnished by the borrower or the terms and conditions of the contract
had been modified without their approval.

CHAPTER 4
4.0   
THE PROCUREMENT METHODS
This section attempts to expatiate on the various modes or methods of public
procurement, which are widely accepted to be cost effective in the procurement of
Goods, Works and Services.

4.1   
Procurement of Goods and Works
The under listed modes/methods can be used for procurement of goods and
works:

1.    International Competitive Bidding (ICB)

2.    National Competitive Bidding (NCB)

3.    Limited Competitive Bidding (LCB)

4.    Shopping (International and National) (s)

5.    Direct Contracting (DC)

6.    Force Account (F.A)

7.    Procurement from UN Agencies

8.    Procurement Agents

9.    Procurement under Build Operate Transfer (BOT)

10.  Community Participation in Procurement

4.2   
International Competitive Bidding (ICB)
International Competitive Bidding is a procurement procedure where tendering is
open to all local or international legal entities interested in submitting a tender.

    
The objective of International Competitive Bidding (ICB) is to provide all eligible
  
prospective bidders with timely and adequate notification of purchasers'
 
requirements and an equal opportunity to bid for the required goods and works. It
 
requires the preparation of comprehensive and concise bidding document
 
containing information and instructions to bidders.
4.2.1    Bidding Documents
The bidding documents should furnish all information necessary for a prospective
bidder to prepare a bid for the goods and works to be provided. While the detail
and complexity of these documents may vary with the size and nature to the
proposed bid package and contract, they generally include: invitation for bidders; form of bid; form of contract; conditions of contract, both general and special; specifications and drawings; list of goods or bill of quantities; delivery time or schedule formats for various securities. The basis for bid shall be clearly outlined in the instructions to bidders and/or the specifications. If a fee is charged for the bidding documents, it shall be reasonable and reflect only the cost of their printing and delivery, to prospective bidders, and shall not be so high as to discourage qualified bidders.

Bidding documents must be in English, French or Spanish. Provisions are
included to allow bidders to express bid price in the currency of the Bank member
country or European Currency Unit (ECU). If the bidder wishes to express the bid
price as the sum of amounts in different foreign currencies, he may do so
provided the price includes no more than three foreign currencies. The borrower
may require bidders to state the portion of their bid in the currency of the country
of the Borrower. Payments to successful bidders are to be made in the currencies
of their bid. Technical specifications should be clear and be broad enough to obtain
competition and clear enough to elicit responsive bids.
4.2.2    Bid Submission and Opening of Bids
The time allowed for preparation and submission of bids should be determined
taking into consideration the particular circumstances and complexity of the
contract. Generally, not less than 6 weeks from the date the bidding documents
become available should be allowed for international bidding. When large works
and complex items of equipment are being procured, not less than 12 weeks
should be allowed. Bids are required to be submitted at a particular place by a
specific time on a given date in specially marked and sealed envelopes. A public
bid opening should take place as soon as possible after bid closing. All bids
should be opened in public with bidders or their representatives allowed to be
present. The name of the bidder, total amount of each bid, and of any alternative
bids if they have been requested or permitted, should be read aloud and recorded
when opened and a copy of this record shall be kept Bids received after the time
stipulated for bids closure should be rejected unopened.

4.3   
Other Methods of Procurement
There are circumstances where ICB would not be the most economic and efficient
method of procurement, and where other methods are deemed more appropriate.
The particular procurement methods and the categories of goods and works to
which they apply are determined by careful cost/benefit analysis to achieve value
for money.

These are: 

4.3.1 
Limited International Bidding (LIB)
Limited International Bidding (LIB) is essentially ICB by direct invitation without
open advertisement. It may be an appropriate method of procurement where (i)
the contract values are small, or (ii) there is only a limited number of Suppliers, or

(iii) other exceptional reasons may justify departure form full ICB procedures.
Under LIB, bids may be sought from a list of potential supplies broad enough to
assure competitive prices, such list should include all Suppliers when there are
only a limited number. Domestic preferences are not applicable in the evaluation
of bids under LIB. In all respects other than advertisement and preferences, ICB
procedures should apply. Bidding documents are sold to only the short listed
firms. Bidding documents should basically be modeled on the ICB Bidding
Documents.
 4.3.2 
National Competitive Bidding (NCB)
National Competitive Bidding (NCB) is the competitive bidding procedure
normally used for public procurement in the country of the purchaser and may be
the most efficient and economical way of procuring goods or works which, by
their nature or scope, are unlikely to attract foreign competition. It is necessary to
ensure that economy, efficiency, transparency, and broad consistency are adhered
to in going NCB. NCB may be the preferred method of procurement where
foreign bidders are not expected to be interested because (i) the contract values
are small, (ii) works are scattered geographically or spread over time, (iii) works
are labour intensive, or (iv) the goods or works are available locally at prices
below the international market. NCB procedures may also be used where the
advantages of ICB are clearly outweighed by the administrative or financial
burden involved and time constraint.

Advertising may be limited to the national press or official gazette. Bidding
documents may be in an official language of the country, and local currency is
generally used for the purposes of bidding and payment. Adequate response time,
say 4 weeks, for preparation and submission of bids should be provided. The
procedures should provide for adequate competition in order to ensure reasonable
prices, and methods used in the evaluation of bids and the award of contracts
should be made known to all bidders and not to be applied arbitrarily. If foreign
firms wish to participate under these circumstances, they should be allowed to do
so. Bid security and other relevant performance securities must be provide by
bidders. Standard Biddings must be developed to serve this purpose

  4.3.3   
Shopping - (International and National)
Shopping is a procurement method based on comparing price quotations obtained
from several suppliers, usually at least three, to assure competitive prices, and is
an appropriate method of procuring readily available "off-the shelf goods" or
"standard specification commodities" that are small in value. It is sometimes
referred to as the Local Purchase system. Requests for quotations should indicate
the description and quantity of the goods, as well as desired delivery time and
place. Quotations may be submitted by telex or facsimile. The evaluation of
quotations shall follow sound public or private sector practices of the purchaser.
A written invitation must be issued to potential suppliers in which all relevant contractual terms of payments; short delivery period and conditions must be
incorporated. International shopping (IS) should solicit quotations from at least three suppliers in two different countries. National shopping (NS) may be used where the desired goods are ordinarily available from more than one source in the country of the
purchaser at competitive prices.

4.3.4
Direct Contracting
Direct contracting without competition (single source) may be an appropriate
method under the following circumstances:

a)    Continuation of an existing contract for goods or works may be extended
for additional goods or works of a similar nature. Provision for such an
extension, if considered likely in advance, shall be included in the original
contract.in the case of extension, performance record of the supplier must be a force to recon with.
b) 
Standardization of equipment or spare parts, to be compatible with
existing equipment, may justify additional purchases from the original
supplier. For such purchases to be justified, the original equipment shall
be suitable, the number of new items should generally be less than the
existing number, the price should be reasonable, and the advantages of
another make or source of equipment should have been considered and
rejected on value for money basis.

c)         The required equipment is proprietary and obtainable only from one
source.

d)   The contractor responsible for a process design requires the purchase of
critical items from a particular supplier as a condition of a performance
guarantee.

e)         Where competitive bidding procedures failed to produce a satisfactory
contract.

f)          And in exceptional cases, such as, response to natural disasters.

4.3.5  Force Account
Force account, that is, construction by the use of the Purchaser's own personnel
and equipment may be the only practical method for constructing some kinds of
works. The use of force account may be justified where:

a) Quantities of work involved cannot be defined in advance.

b) Works are small and scattered or in remote locations for which qualified

          construction firms are unlikely to bid at reasonable prices.

c)     Work is required to be carried out without disrupting ongoing operations;

d)       Risks of unavoidable work interruption are better borne by the purchaser  than by a      new contractor; and

e)    There are emergencies needing prompt attention. -

4.3.6 
Procurement from United Nation Agencies
There may be situations in which procurement from specialized agencies of the
united Nations (UN), acting as Suppliers, pursuant to their own procedures, may
be the most economical and efficient way of procuring small quantities of "off-
the-shelf goods, primarily in the fields of education, health, and rural water
supply and sanitation.
4.3.7 
Procurement Agents
 Where purchasers lack the necessary organization, expertise, resources, and
 experiences. Purchasers may wish to employ as their agent, a firm specializing in
 handling international procurement. The agent should strictly follow all the
 procurement procedures outlined in the internationally accepted best procurement
 practices to achieve value for money by encouraging transparency, efficiency and
 competition.

4.3.8
Procurement under BOT and Similar Private Sector Arrangement
Where the GOL is participating in financing the cost of a project procured, under
BOO/BOT/BOOT or similar type of the private sector arrangement either of the
following procurement procedures should be used (a) the entrepreneur should be
selected under ICB or LIB procedures acceptable to the GOL which may include
several stages in order to arrive at the optimal combination of factors essential to
obtain the lowest evaluated bidder. The entrepreneur selected in this manner
should then be free to procure the goods, works and services required for the
facility from eligible sources, using its own procedures.

4.3.9
Community Participation in Procurement
Where, in the interest of project sustainability, or to achieve certain specific social
objectives of the project components to:

(a) call for the participation of local communities and/or non- governmental
organization (NGO) in the delivery of service, or

(b) increase the utilization of local know-how and materials, or

(c) employ labor-intensive and other appropriate technologies, the procurement procedures, specifications, and contract packaging should be suitably adapted to reflect these considerations, provided these are efficient and are acceptable to the GOL.

CHAPTER 5
5.0   
PROCUREMENT PLANNING
5.1   
Procurement Plan
A procurement plan which is an integral part of the procurement process is one of
the essential tools in achieving the ultimate objectives of Public Procurement. It
has become an important element in the overall economic activity of an entity. To
achieve value for money, the preparation of the procurement plan is inextricably
linked with the entity's Budget in which the requirements of recurrent inputs,
goods, works and services are implicitly listed and quantified in monetary terms
during a particular year (financial year)

The procurement plan for a project indicates procurement of a combination of
goods and services for the project which require individual procurement packages
and the procurement process: - Bidding and implementation of each individual
package.

Procurement plan, which is essentially a time bound activity, also serves as means
of measuring performance against pre-planned activities vis-à-vis the set goals.

5.2   
Procurement Planning Steps
5.2.1 
Contract Packaging
Having defined the needs in terms of Goods, Works and Services (Technical
services inclusive), the needs are translated into suitable packages or lots. It is
necessary to package items of same likeness together and to estimate cost of each
package. It is also imperative to note that in packaging contracts due regard for
clarity in classification, coding and cataloguing of items should be taken seriously
in order to reach out to suppliers with special knowledge in the production of
those items and thereby engender maximum competition and obtain best prices.
Classification enables items similar in nature to be grouped together as part of a
process to eliminate duplication.

In the case of complex works or project, which involves the procurement of
combination of works and services, the plan includes the breakdown of major
project components into tender packages, the time expected to be devoted to
procurement of each package and the method of procurement of each package and
the procurement plan to be used.

 5.2.3
Determine Procurement Method
The procurement thresholds inform the procurement method to be used. It is
  
therefore necessary to determine the level of threshold for the procurement
  
package before determining the Procurement Method to apply, ie ICB, NCB or
  
shopping (Price Quotation). Please refer to schedule 1. The procurement should                                   not be split to avoid certain thresholds,    

SCHEDULE 1 (all figures in USS)
THRESHOLDS IN USD FOR PROCUREMENT METHODS AND APPROVALS (Pages 88/89 of the PPC Act)
	JN«

	Type of contract

	Contract Value
(Threshold) USD

	Procurement
Method

	Authority approving
proposed contract award


	1.

	Goods

	Less than 2,000

	Shopping


	Head of Procuring
Entity


	
	
	2,000-100,000

	NCB

	Procurement Committee


	
	
	Over 100,000

	ICB

	Procurement Committee


	2.

	Works

	Less than 10,000

	Selective Bidding

	Head of Procuring
Entity


	
	
	10,000-200,000

	NCB

	Procurement Committee


	
	
	Over 200,000

	ICB

	Procurement Committee


	3.

	Consulting Services
(Individuals)

	Less than 2,000

	Comparison of
Qualifications

	Head of Procuring Entity


	
	
	Over 10,000

	Comparison of
Qualifications

	Procurement Committee


	4.

	Consulting Services
(Firms)

	Less than 10,000

	Comparison of
Qualifications

	Head of Procuring Entity


	
	
	10,000-50,000

	Quality and Cost
Based Selection
and Least Cost
Selection1

	Procurement Committee


	
	
	Over 50,000

	Quality and Cost
Based Selection
and Least Cost
Selection2

	Procurement Committee



5. 
Contract over US$150,000.00

The Commission shall be notified of proposed contract award over US$150,000.00 and the contract shall not be signed until at least fourteen (14) days after the date of the notice.

6.
 Contracts over US$250,000.00

The Ministry of Finance shall take part in the negotiations for contracts over US$250,000.00 (works) for information purposes only.

7. 
Written contracts must be prepared and signed with the legally designated signatories of  the Procuring entity and the Ministries of finance and Justice.

5.2.4
Determine Responsibility
Determine the responsibility for approving each threshold in terms of:

•     Head of Entity

•     Entity Tender Committees

•     Review Committees`

5.2.5
Determine Lead Time
There is the need for determination of lead time for each package :               Administrative ,Manufacture, Delivery and Construction Installation period.

Recommended lead time for ICB

1.
Preparation and Submission of Documents                                4-6 weeks

2.
Prior review/No objection                                                         1-2 weeks-
3.
Adverts/Bid Invitation                                                                 6-8 weeks-                     

4.
Bid Opening                                                                                 same date

5.
Bid Evaluation and Submission                                                   4 weeks

6.
No objection                                                                                 2 weeks

7.
Contract Award                                                                            2 weeks

8.
Contract Signature                                                                        4 weeks

9.
Letters of Credit (Goods)                                                              4weeks

10.
Delivery                                                                                        6-20 weeks

11.      Inspections and Acceptance                                                          4 weeks
12       Final Payment                                                                                4 weeks                                                                                                                  

If there is the need for Pre qualification of Suppliers or Contractors then total time
for the delivery of the goods or works will have to be expanded by 7-13 weeks to
allow for the completion of the pre qualification procedures.

Recommended lead-time for NCB (Goods)
1.   
   Preparation of Document submission                                          2-3 weeks                         2.
   Prior Review/No objection                                                             2 weeks                                                                                        

  3.         Advertising/Bid Invitation                                                              4-6 weeks                                                 

  4.
  Bid Operation                                                                                  same date

  5.
  Bid Evaluation and Report Submission                                          2 weeks

  6.
  Post Review/No objection                                                               1weeks

  7.
  Contract Document Preparation/Award                                          2 weeks

  8.
  Contract Signature                                                                           3 weeks

  9.
  Letter of Credit                                                                                4 weeks

 10.
  Delivery                                                                                           6-14 weeks

 11.         Inspections and Acceptance                                                            4 weeks
 12.         Final Payment                                                                                  4 weeks

Recommended lead time for NCB -(works)

1.
Preparation and Submission of Documents                                        4weeks

2.
Prior Review/No Objection                                                                 2weeks                                            

3.
Advertising/Bid Invitation                                                              6-8 weeks

4.
Bid Opening                                                                                        same date

5.
Bid Evaluation and Submission of Report                                          4 weeks

6.
Post Review by Bank/No Objection                                                   2 weeks

7.
Contract Award                                                                                   2 weeks

8.
Contract Signature                                                                               3 weeks

9.
Mobilization (Advance Payment)                                                    2-4 weeks

10.
Substantial Completion                                                                12-32 weeks

11.
Final Acceptance                                                                               24 weeks
12.           Final Payment                                                                                         26-52 weeks      
Recommended lead-time. Shopping (Request for Quotation)
1.
Preparation of documents  (solicitation letter)                                  1-2 weeks                                                                

2.
Invitation or Solicitation letters                                                            2 weeks

3.
Submission and opening of letters                                                       same date

4.
Preparation of Evaluation Report                                                         1 week                                      

5.
Award of Contract                                                                                1 week

6.
Contract Signature                                                                                1 week

7.        Delivery                                                                                             1-4 week

8.
Inspection and Acceptance                                                                   2 week
9.        Payment                                                                                                 2 weeks

5.2.6
Update of Plan
The procurement plan should have a planned end date as well as an actual end
date. The plan should be monitored and updated periodically.  This is essential for monitoring self-performance.                                                      
CHAPTER 6
6.0  
TENDER ADMINISTRATION
Tendering is a formal procedure by which competing bids for a particular
contract are invited," received and evaluated, whereupon the contract is awarded to
the tenderer who has submitted the most advantageous bid.

6.1   
Two Stage Tendering
In the case of a turnkey contracts or contracts for large complex facilities or works
of a special nature or complex information and communication technology, it may
be undesirable or impracticable to prepare complete technical specification in
advance. In such a case, a two stage bidding procedure may be used, under which
first unpriced technical proposal on the basis of a conceptual design or
performance specifications are invited, subject to technical as well as commercial
clarifications and adjustments, to be followed by amended bidding documents and
the submission of final proposals and priced bids in the second stage.

6.2  
Pre -Qualification Of Tenderers
In special cases involving large and complex works as well as turnkey projects, it
may be appropriate to invite or advertise for contractors or suppliers to be pre
qualified before the actual Tendering process takes off. The pre qualification
criteria will therefore indicate the following: -

a)    Contractors Identification/Eligibility

b)    Experience and past performance

c)    Equipment

d)    Financial Capability

e)     Personnel

f)     Present commitment

g)    Personal and equipment available for the proposed project/contract.
h)    Broad Plan for the execution of works.

The import of pre qualification is essential to remove redundancies in the process
in terms of time and effort but not to limit competition.

6.3   
Key Features of Tendering
The Key Features of tendering can be summarized under ten headings or ("Ten
Commandments") as follows:

•     Suitable Package

•     early warning/Advertising

•     Non-discriminatory

 .     Accessibility  to information
•     Neutrality  of specification
•     Formality            

•     Confidentiality   
•     Consistency

•     Objectivity         
•     No Negotiation before Award. (For goods only)

6.3.1
 No. 1 - Suitable Package
Procurement planning whether it is for a specific project or for recurrent inputs to
operate a plant or facility should aim to attract maximum competition from large
and small, domestic and foreign tenderers. In packaging, it is imperative to group
items similar in nature together as part of a process to eliminate duplication. In the
case of a major project which requires the procurement of a combination of goods
and services. The procuring entity has to define in quantity and quality the goods
and services required for the project as part of the overall exercise of planning the
project. The entity then makes a detailed list of goods and services to be procured
and translates the resource in parts into a specific procurement plan. Generally,
the increasing size and complexity of contracts may reduce the scope for
competition particularly by domestic suppliers. Large contracts, on the other hand
attract the attention of potential bidders on the international market.

6.3.2 
No.21 - Early Warning
Notification and advertisements have become important features in disseminating
news about major projects and contracts to be undertaken in the future. The
International agencies use for this purpose a United Nation periodical. The
Development Forum, Business Edition, in which a description is given of new
projects and the scope of goods and services to be procured in connection with
them. The General Agreement on Tariffs and Trade (GATT) also envisages a
similar announcement procedure, which will give interested firms an opportunity
to prepare themselves for participation in the subsequent round of bidding.

After the notification and advertisement, tenders are invited with adequate
number of days during which to prepare bids. According to the international
lending agencies, the interval between invitation and submission of bids should
not be less than 45 days in the case of International bidding and not less than 90
days for large civil works contracts. In the case of products according to GATT
agreement, which refers only to product and not works, stipulates a minimum
period of 30 days, whiles stressing that any prescribed time-limit should be
adequate to allow foreign as well as domestic suppliers to prepare and submit
tenders before the closing of the tendering process.

The "early warning system" must also contain safeguards to assure that the
tendering invitation actually gets to the knowledge of those concerned. For selective tendering this would be less of a problem, since invitation for tenders are
sent directly to those selected. In that case, the emphasis on widespread publicity
is at an earlier stage, when news about the investment decision is distributed:

interested firms should at this stage get a chance to apply for inclusion on the list
of selective tenderers.

Open tender notice and invitations to prequalify, on the other hand, must be based
on the advertisement and notices to official commercial representatives.
Advertisement should be made in official gazettes or widely circulated
newspapers, for major contracts also in specialized magazines. Publication of
such invitations in the Development Forum, Business Edition, is also required by
the international financing institutions.

6.3.3 
No.3 - Non-discriminatory
This is one aspect of policy on which national and international agencies tend to
be at variance when it comes to application of procuring method such as selective
tendering as against open tendering. The GATT agreement does not express a
preference for open or selective tendering either. It states that selection of
tenderers shall be done in a "fair and non-discriminatory manner". However it is
required that in order to ensure optimum effective international competition under
selective tendering procedures, responsible agencies are to invite tenders from the
maximum number of domestic and foreign suppliers, consistent with the efficient
operation of the procurement. The World Bank normally requires its borrowers to
obtain goods and works through International Competitive Tendering open to all
eligible tenderers. The bank guidelines do not refer to selective tendering as a
suitable method for international competitive bidding, but do admit that pre-
qualification can be advisable for large or complex contracts in order to ensure, in
advance of bidding, that invitations are confined to capable firms. The pre-
qualification procedure is based on advertisements and notifications of the same
kind as those that are used for open tendering, and all interested firms may present
their "credentials" to prove that they command the necessary experience,
capabilities and financial resources.

6.3.4 
No.4 - Accessibility
In order to allow for realistic competition, tenderers must be given adequate time
in which to prepare their bids. The time normally stipulated is found in the
notification and advertisement of the goods and works intended for procurement.
There are other ways through which procurement entities can make the work of
tenderers easier during the tendering process:-

They must make themselves available, while tenders are being prepared, to
answer questions about the proposed contract.                                                                
They must provide the tendering documents to interested firms in an expedient
manner and at a reasonable cost. That cost should be related to the cost of
document reproduction only, not to the cost of preparing specification and other
relevant material. In some cases one may tend to state that high bid bond or tender
securities definitely limit access to competition. Bid bond should not however be
set so high as to discourage bidders from tendering. It is however pertinent to
state that the purpose of the Bid Security is to provide an assurance that the
tenderer is prepared to sign the contract if his tender is accepted. It is also often
used in connection with major contracts as a precaution to ward off unrealistic
Tenders.

6.3.5 
No 5 - Neutrality
Non - restrict! veness in the description of Technical Specifications for objects to
be Procured bears testimony to the principle of neutrality in the procurement
process. Bidding documents therefore should be worded so as to encourage
international competitive Tendering. To that end, no particular national standard
should be preferred in specifications of the goods and services to the to be
procured. Specification for equipment should be based on performance
requirements rather than on design and reference to a particular trade mark or
brand name. If reference is necessary in order to describe the goods to be
procured, the words "or equivalent" must be added in order to permit acceptance
for similar products. The use of internationally recognized standards and codes
are very essentially to achieve Neutrality and maximize competition.

 6.3.6
.No 6 - Formality
Tendering is a formal procedure. This implies:

Tenders must be submitted in written form. Tenders submitted by Telex, telegram
or telecopy must be confirmed by receipt of original copies, before evaluation.

Tenders should normally be submitted in sealed envelopes.

Tenders must be delivered to a certain conspicuous place before a specific time
stipulated in the invitation to tenderers. Late tenders should be returned unopened.

Tenders should be opened at the time stipulated for delivering or promptly
thereafter and should be in the presence of either tenderers or their
representatives. If, in response to a query about the bidding documents from one
firm, the procuring entity wants to clarify any part of the bidding documents, it
should communicate the same information to all prospective tenderers. This should be done as an addendum to the bidding documents and must be done promptly, circulated t all these who bought the documents.                           

6.3.7
No 7 - Confidentiality
Prior to bid opening, envelopes containing tenders must be checked to see that they are properly sealed. They must be kept in a safe place (preferably under lock and key) until opened and recorded. After the public opening of tenders, information relating to the examination, clarification and evaluation of tenders and recommendations concerning awards should not be disclosed to tenderers or other persons not officially concerned with this process until the successful tendered is notified of the award. It is imperative to instruct properly those responsible for examination offenders, and they should be under obligation to observe strict confidentiality.

 6.3.8
.No 8 - Consistency
When tenders have been received and recorded, they should be checked for
possible errors, correct signatures and adherence to stipulated requirements in the
bidding documents. If a bid is not "substantially responsive" to the bidding
documents, or contain inadmissible reservations, it should not be considered.
Those tenders, which upon examination have qualified as "substantially"
responsive, must be given serious consideration. Although many agencies reserve
for themselves in the invitation for tenders the right to reject any and all bids
without having to provide any justification or remedy, they should, as a matter of
decent public administration:

a) 
Give consideration to all eligible tenders received: and

b) 
Award the contract to the tendered who has submitted the lowest evaluated bid,    considering price and any other evaluation criteria spelt out in the bidding documents.

6.3.9
No. 9 - Objectivity
The purpose of evaluation is to determine the lowest evaluated bid. The lowest
bid is not necessarily the most advantageous one, considering all relevant factors.
Price is obviously the first - but rarely the only - criterion that has to be borne in
mind. The procuring entity therefore has to decide what factors in addition to
price it is going to consider and to describe them to prospective tenderers in clear
terms. In the absence of objective criteria, the award of the contract becomes an
arbitrary matter. Tenderers, like competitors in any sports, are not likely to enter
into a competition without knowing the rules of the game. Thus, objective
evaluation criteria have to be formulated, spelt out in the bidding documents and
applied in a consistent manner.

6.3.10
No 10 - No Negotiation before Award
The logical conclusion of competitive tendering is to select a winner on the basis
of the stated criteria without any effort at obtaining a better price or some other                        favour from any tenderer. No bidder should be asked or permitted to change the
substance or price of his bid.
6.4  
Notification and Advertising
Timely notification of bidding opportunities is essential in competitive bidding.
All goods or works to be procured through ICB must internationally be advertised
by placing a General Procurement Notice (GPN) in the United Nations
publication "Development Business" not later than 8 weeks prior to the date of
availability to the public of the bidding documents. Invitation to bid or to pre-
qualify must also be published in at least one local newspaper with wide
distribution within the borrower's country.
 The borrower is encouraged to also provide copies of the advertisement to the funding agency representatives, usually commercial officers or attaches located in the country who are likely suppliers. Firms who have responded to the GPN are to be notified when the notice is published in the local newspapers. For large specialized contracts, invitation
should also be advertised in well-known technical magazines, newspapers, and trade publications of wide international circulation. The notice should include information about the project and the loan: a description of the type of equipment or the works required: how to obtain the bidding or pre-qualification documents: the closing date: and the address where the documents may be obtained.

CHAPTER 7.

7.0 
TENDER DOCUMENTS
Tendering documents or bidding documents, contain, essentially, the specification
of the goods or services to be procured, the contractual conditions and the
instructions to the bidders.

Tender documents consist of three main parts: -

1)         an administrative part, which describes the rules and conditions pertaining
to the tender. ie a The instructions to Bidders (ITB)

2)          the schedule of requirements and the technical specifications which
describes the object to be procured and

3) the contractual part which explains the legal basis for the contract. ie General Conditions of Contract (GCC) and special conditions of contract (SCC).

The administrative and contractual parts are in many cases based on standard
documents, with limited chance to include specific requirements. Therefore, the
technical specifications, which are authored entirely by the procuring entity, must
provide much of the complimentary information needed fully to define the
contracting agency requirements.

Bidding documents contain, essentially, the specification of the goods or services
to be procured, the contractual conditions and the instructions to the bidders. The
volume of the bidding documents varies with the type and size of the project: for
the supply of the equipment they are usually less voluminous, while for civil
engineering works their volume may expand into hundreds or even thousands of
pages. A procurement officer's main task is to make sure that these documents are
coherent and comprehensive, and that they truly reflect the intentions of the
government departments involved (user, technical, legal and financial branches).
Particular care must be taken to ensure that the goods and services to be supplied
are described with sufficient detail to form the basis for the competitive bids, that
the manner in which specifications and other conditions of contract are prepared
does not prejudice participation in the bidding by any qualified contractors, that
criteria to be followed in evaluating bids are disclosed, and that the bidding
documents are consistent with the government's regulations and the lending
institution's requirements.

7.1      
Purpose of the Bidding Documents
International Competitive Bidding (ICB) has the purpose of affording all eligible
prospective bidders adequate notification of a Borrower's requirements and of
providing all such bidders an equal opportunity to bid on the necessary goods and
works.                                                                                                                                                                                                                                                    
The four main purposes of the Bidding Documents used in ICB are to:

•      instruct bidders on procedure for submission of bids;

•     describe goods or works to be procured;

•     inform the bidders of criteria for evaluation;

•      define conditions of contract.

In addition to the Standard Bidding Document for Procurement of Goods, the
Bank is issuing a number of SBDs to be used in Bank financed projects. SBD for
the Procurement of Large Works is to be used for large civil works contracts
which require more complex Conditions of Contract provisions. SBD for the
Procurement of Small Works is for use where simpler contract provisions are
appropriate. SBDs for the Procurement of Commodities, Textbooks,
Pharmaceuticals, and Computers contain provision specific to the procurement of
these items. SBD for Supply and Installation Contracts is for use where there is
need for the equipment being purchased to be installed as part of the contract
requirements. SBD for Turnkey Contracts is for use where the contractor is
responsible for design, construction, supply and installation of equipment, training
of operation staff, performance testing, and finally turning over the facilities
ready to operate to the purchaser.

7.2   
Content of the Bidding Documents
The Bidding Documents should furnish all information necessary for a
perspective bidder to prepare a bid for the goods and works to be provided. While
the detail and complexity of these documents will vary with the size and nature of
the proposed bid package and contract, they should generally include the
following components:

(a)    Invitation for Bids (IFB)
(b)    Instruction to Bidders (ITB)

(c)    Bid Data sheets

(d)   General Conditions of Contract (GCC)

(e)    Special Conditions of Contract (SCC)

(f)    Schedule of Requirements

(g)   Technical Specifications

(h)    Bid Form and Price Schedules

 (i)    Bid Security Form

(j)     Contract Form

(k)    Performance Security Form

(1)    Bank Guarantee form for Advance payment

           (m)   Manufacturer's authorization Form

7.2.1 
Invitation for Bid (IFB)
•      Informing prospective bidders that the Borrower has received/applied for a             loan/credit from   an International Financing Institution (IFI);

•      Inviting sealed bids from eligible bidders for the supply of goods;

•     Informing prospective bidder? where to obtain further information and how, where, when and at what cost bidding documents can be purchased;

•      Stating the place, date and time of bid closing and bid opening; and

•      Informing prospective bidders if a bid security is required.

7.2.2
 Instructions to Bidders(ITB)
The purpose of the administrative part of the tender documents, the instruction to
the tenderers is to describe the rules and conditions governing the tendering
process. It is usually done in a chronological sequence. The instructions to the
tenderers do not form part of the contract ultimately awarded to the winning
bidder. They serve to explain "the rules of the game". The ITB contains
provisions that are to remain unchanged.

7.2.3 
Bid Data Sheet
Consists of provisions that supplement, amend or specify in detail information or
requirements included in the Instruction to Bidders and which are specific to each
procurement.

The purpose of these sections is to set the rules for the bidding process. The
instructions should contain information on the following:

•     Eligibility qualification;

•     Procedure for clarifications;

•     Bid preparation form;

•     Number of copies, addressee;

•     Language;

•     Pricing and currencies;

•     Modification and withdrawal;

•     Bid securities, sureties, etc;

•     Domestic preference;

•     Closing date and time;

•     Bid submission procedures;

•      Corrections;

• .    Bid validity; and

•     Opening date, time, place.

7.2.4 
General Conditions of Contract
The General Conditions of Contract describe the terms and conditions which will
apply to the agreement (contract) made between the Purchaser and the Supplier.
They should contain information on the:

•    Rights and obligations of both parties;

•     Procedure for shipment, insurance, inspection, documentation;

•     Procedure for measurement;

•     Procedure for alterations;

•     Price adjustment procedure;

•     Procedure, terms and currencies of payment;

•     Procedure for performance security;

•     Force majeure

•     Procedure for damages, penalties, for delay;

•     Procedure for termination;

•     Mode and form of settling disputes; and

•     applicable law

7.2.5
 Special Conditions of Contract
The Special Conditions of Contract describe in more detail the terms and
conditions which will apply to the agreement (Contract) made between the
Purchaser and the Supplier. They should contain information on the:

•     Definition of the Purchaser/Supplier;

•     Specific amount of performance security;

•     Specific procedures for inspection testing;

•     Special requirement for insurance;

•     Specific payment terms/currency;

•     Price adjustment mechanism; and

•     Other deletions/additions to general conditions.

7.2.6 
Schedule of Requirements
Describes the required items, quantities, services and delivery periods (neutral
description).

7.2.7
Technical Specifications
The technical specifications must provide an adequate description of the object to
be procured. Technical specifications for plants, works and goods may be design
oriented or performance oriented. Design oriented specifications provide a great
deal of detail about the object to be procured, such as detailed drawings, material
specifications, etc. Performance oriented specifications focus on the purpose of the object to be procured, with the understanding that each tenderer may propose
his or her own design, as long as required function of the object will be met. The
main benefits of performance oriented specifications are (1) they are more easily
prepared: and (2) they provide for a greater flexibility for the supplier.

Technical specifications for goods such as primary commodities, chemical and
materials may be based on physical characteristics or chemical analysis. These
goods could also be specified with reference to a sample or a standard. If
exceptionally, the goods are described by reference to a brand name, the words
"or equivalent" as stated earlier, should be added.

Technical specifications which are written entirely by the procuring entity must
provide much of the complementary information needed to fully define the
contracting agency's needs. Care must be exercised when writing the technical
specifications in order not to introduce requirements that are in conflict with the
conditions of the standard documents.

The structure and content of the technical specifications will vary considerably
depending on the object to be procured, the contract type and the method of
procurement.

There are however some general requirements which all technical specifications
should comply with:

(i)     Elicit -responsive tenders. The technical specifications should be

       sufficiently specific and clear with respect to the requirements in order to

        elicit technically responsive tenders:

          (ii)     Non-restrictive. The technical specification should not be written in a way

          that prejudices the participation of any qualified tenderer; and
       
         (iii)     Use internationally recognized standards. This will help maximize

          competition.

It can therefore be safely said that, a set of precise and clear technical
specifications, is a prerequisite for tenderers to respond realistically and
competitively to the requirements of the employer without qualifying or
conditioning their bids. In the context of international competitive bidding, the
specification must be drafted to permit the widest possible competition and, at the
same time, present a clear statement of the required standards of workmanship,
materials and performance of the goods and services to be procured. Finally, the
specifications should require that all goods and materials to be incorporated into
the works are new, unused, of the most recent or current models and incorporate
all recent improvements in design and materials unless provided otherwise in the
contract.

7.2.8
Sample Forms
•     Bid Form and Price Schedules       -
•     Bid Security Form

•     Contract Form

•     Performance Security Form

•     Bank Guarantee for Advance Payment

•     Manufacturer's Authorization Form

Providing text and format samples for the various forms to be supplied by the
bidder.

7.2.9    Eligibility for Provision of Goods, Works and Services in Bank Financed

Procurement

Provides a list of countries from which bidders, goods and services are not
eligible to participate in procurement financed by the Bank or IDA.

7.3   
Clarity of the Bidding Documents
Bidding documents should be so worded as to permit and encourage international
competitive bidding and should set forth clearly and precisely the work to be
carried out, the location of the work, the goods to be supplied, the place of
delivery or installation, the schedule for delivery or completion, the warranty and
maintenance requirements, and the payment terms as well as other pertinent terms
and conditions. In addition, the bidding documents, where appropriate, should
define the tests, standards and methods that will be employed to judge the
conformity of equipment as delivered, or works as performed, with the
specifications.

Drawings should be consistent with the text of the technical specifications. The
bidding documents should specify any factors which will be taken into account in
addition to price in evaluation of bids, and how such factors will be quantified or
otherwise evaluated. If bids based on alternative designs, materials, completion
schedules, payment terms, etc., are permitted, conditions for their acceptability
and the method of their evaluation should be expressly stated. Any additional
information, clarification, correction of errors or alternations of bidding
documents should be sent to each recipient of the original bidding documents in
sufficient time before the date of bid submission to enable them to take
appropriate actions.

7.4   
Preparation of Bidding Document
The ultimate responsibility for the implementation of Bank-financed projects rests with Borrower who has, therefore, the ultimate responsibility for procurement. The Loan Agreement (including any supplemental letters on procurement) includes the specific agreements between the Bank and the Borrower on procurement on a particular project. Inter alia, the Loan Agreement sets out (usually in a Procurement Schedule) the criteria for packaging the contracts; the various methods of procurement which may be used; the thresholds within which those methods apply; and any other arrangements that-may be specific to the project. The Loan Agreement refers to the Guidelines, and specifies how they are to govern procurement procedures for the different categories and sizes of contracts for goods, works and related services and the rules for prior and post review of individual procurement procedures.

Since the Guidelines are included by reference in the Loan Agreement, they are
binding on the Borrower. If there is a conflict between the Loan Agreement and
the Borrower's national procurement regulations, the Loan Agreement (including
the Guidelines) takes precedence under explicit provisions in the General
Conditions applicable to both Loan Agreements and Development Credit
Agreements (Section 10.01). The legal Department should be notified if this
precedence is disputed by a Borrower or beneficiary, or their staff.

To provide a sound basis for the preparation of bids which are responsive and
responsible formal bidding documents (for ICB) should be fair, non-restrictive,
clear and comprehensive. When preparing the documents it is important to ensure
that they:

•     Truly reflect the requirements of the Loan Agreement;

•     Are consistent with Bank Guidelines and Procedures.

Consistent with the Borrower's interest in obtaining the most economic and
efficient contracts, the bidding conditions should reduce bidder risk as much as
possible.

7.4.1 
Use of Procurement Agency
Where procurement is particularly complex, or Purchasers lack the necessary
organization and experience, they may wish to consider employing as their agent
one of the firms or organizations which specializes in handling international
procurement (e.g, the International Labour Organization). Procurement carried
out under such an arrangement would be in accordance with the Bank's
Guidelines.

The services provided by the procurement agent, normally referred to as the
purchaser's Representative, are clearly described in an Agreement established
between the respective Borrower and the Procurement Agent.
These services can include the following;

    •    
 Preparation of General and Specific procurement Notices (GPN, SPN)

    •    
 Preparation of the equipment list, including neutral technical specifications;

    •    
 Preparation of Bidding Documents

    •     
 Invitation to tender

    •    
 Organization of public bid opening;

    •    
 Evaluation and subsequent recommendation for award;

    •   
 Preparation of contracts;

    •     
 Monitoring of contract performance including supervision of installation,    commissioning, training, etc.

    •    
 Verification of suppliers invoices for payment, etc., and

    •    
 Training in Procurement management.

In case the services of a procurement agent were employed, bidding documents
and subsequent contract documents should clearly describe the roles and
responsibilities of the Purchaser and the Purchaser's Representative to avoid
confusion, legal gaps and subsequent conflicts between the Purchaser and the
prospective bidders.

7.5   
Submission and Receipt of Bids
The time allowed for preparation and submission of bids should be determined
taking into consideration the particular circumstance and complexity of the
contract. Generally, not less than 6 weeks from the date the bidding documents
become available should be allowed for international bidding. When large works
and complex items of equipment are being procured, not less than 12 weeks
should be allowed.

The procuring entity decides on the procedures governing the submission and
receipt of tenders and shall give the tenderers clear instructions about the
procedure. The description that follows refers to the procedure of single- stage
envelope tendering which is the preferred procedure when tendering for goods or
works.

Clear instructions must be given in the tender documents as to the place and the
latest time (Deadline) for tender submission and the proper marking of the tender
(envelope).The place must be an accessible location, which means that any
tenderer, by merely following the given instructions, shall be able to deliver the
documents in hand to the procuring entity and obtain a receipt. Late tenders
should be returned unopened to the tenderer. The procuring entity should
ascertain that the location chosen for tender submission is accessible and manned
during office hours up to the submission deadline. However, the responsibility for
the tender arriving at the correct location before the deadline rests entirely with the tenderer, and no compensation or exception to the rules can be sought
irrespective of the reason why the tender did not arrive in time.

It is recommended that the procuring entity upon receipt of the tender (envelope),
registers it properly in a diary, stamps the envelope with the date and time of
arrival, issues a receipt and puts the tender envelope unopened in a safe tender box. 
CHAPTER 8

8.0  
BID OPENING AND BID EVALUATION
8.1   
Bid Opening
The public bid opening is an important part of the competitive bidding process.

The tenders should be opened in public, immediately .after the closing of the tender, unless special circumstances prevent this. Representatives of tenderers
should be encouraged to participate in public bid openings and minutes of the proceeding recorded.

Apart from being very practical and time saving, it will spare the procuring entity
any accusation of having accepted late tenders or manipulated tenders received.
Presence should be documented by participants signing a register of attendanec. Depending on the size of a bid, the bid opening can be a matter of half an hour or
take a full day's hard work.
The tender opening should be conducted by a committee consisting of a chairman
and two assistants. The envelopes should be opened one at a time, starting with
any withdrawal and followed by:

    •     
Verifying that there is one original;

    •     
Verifying that there is a bid form properly signed;

    •     
Noting down in the original table of tenders submitted (to be attached to the minutes of tender opening) the tenderer's name, the tender
price (amount and currency). If alternative tenders are permitted, also the
tender price of any alterative(s);

   •        Verifying that there is a tender security submitted in original, noting it in
the table;

   •      
Reading out the data from the table;

   •      
Handing over the original for registration and safe storage.

After all tender envelopes have been processed; tenderers should be instructed
about the rules during the evaluation period, i.e. until they have been notified in
writing whether their tender has been accepted or not. There should be no
immediate rejection of any tender, except that of late submission.

 Bid Opening Checklist
Below is a checklist to be filled out for each bid as it is read out.
Contract Reference: .......................................................

Bid Opening Date: .............................. Time: ....................
Name of Bidder: .................................................

(a)    Is outer envelope of bid sealed?

(b)    Is bid form completed and signed?

(c)    Expiration date of bid:

(d)    Is documentary authority for signing enclosed?

(e)    Amount of bid security (if required)     ............ (state currency)

(f)    Describe any "Substitution", "Withdrawal", or "Modification" submitted

(g)    Describe any discounts alternative bid made 
(h)    Describe any discounts or modifications offered:
(i)    Additional comments:

(j)    Name of bidder or representative present

(k)    Total bid price: ....................(list currencies and amounts or

        percentages)

Signature of responsible official: ......................Date: ...................

Read out and record model numbers of equipment.  If bid is for a package of contracts, the price for each lot or item should be read out.   
After the recording, the bids should be locked up in a safe cupboard or storeroom. Safety measures should be taken to ensure that their contents are not divulged to persons other than those officially responsible for their examination and recording. Those persons must be properly instructed in the handling of bids and should be under obligation to observe strict confidentiality.

Preparations and Arrangements
1)    Preparations: (4-2 weeks in advance)

•     select and book suitable room or hall for opening procedure

•      invite Project officials and bidders                                                                 
•     organize Opening Panel and team assisting with the bid opening

•     draft "welcome" letter

•     Prepare necessary handouts for attending bidders

2)    Final arrangements:

•     Reconfirm availability of room or hall

•     Finalize notice to panel members and teams

•     Prepare office equipment

3)     Rehearsal: (1 day or 2 hrs in advance)

•     Assemble panel members and teams for short briefing on duties

4)    Bid opening day:

•    
 Check that all panel members and teams are present

•     
Notice board at building entrance indicating room and location

•     
All bids transferred from locked storage into bid opening room

•    
 Secretary to be posted at room entrance half an hour before bid opening time to register bidders delegates and hand out welcome letters with information notes.

•     
Be prepared for any unforeseen staff vacancies. Keep some reliable
persons on short notice.

5)   Opening:

•    
 Higher Project official to give a short opening speech.  Chairman to explain bid-opening procedure and declare bid open.

8.2  
 Bid Evaluation
The purpose of bid evaluation is to determine the cost of each bid in a manner that

             will permit comparison of bids on the basis of their evaluated cost; the bid with

             the lowest evaluated cost, but not necessarily the lowest submitted price, should

 
be selected for award. Price is obviously the first - but rarely the only criteria that


has to be considered. The purchaser therefore has to decide what factors     

            addition to price he is going to consider and to describe them to prospective

 bidders in clear terms. The factors that may be considered in addition to price are

 as follows:

•      Technical acceptability;

•      Time of completion of construction and delivery;

•      Operating costs;

•      Efficiency;

            •      Availability of service and spare parts;

            •      Reliability of construction or production method proposed.

 Principles of Evaluation
After the public opening of bids, information relating to the examination,
clarification, and evaluation of bids shall not be disclosed to bidders or other
persons not officially concerned with this process until the successful bidder
is notified of the award of contract. Procuring entities are encouraged to
appoint evaluation committee, consisting of a minimum of three qualified
members who should work in a secure office where all bidding documents
can be kept. There may be a considerable advantage if the same members
participated in the preparation of the bidding documents.

On occasion, the Procuring entity may request clarifications of bidders concerning ambiguities or inconsistencies in the bid. As required in the ITBs, such requests shall be in writing, and no change in the price or scope of the originally offered goods, works, or services shall be sought or accepted, except for the correction of arithmetic error. The responses from bidders shall also be in writing. No circumstances shall justify meetings or conversations between the Procuring entity (or its consultants) and bidders during the bid evaluation process.

Bidders frequently attempt to contact the procuring entity during bid evaluation, directly or indirectly, to query progress of evaluation, to offer unsolicited clarifications, or to provide criticisms of their competition. Receipt of such information should be acknowledged as to receipt only.  Procuring entities must evaluate bids on the basis of the information provided in the respective bids. However, additional information provided
may be useful in improving the accuracy, speed, or fairness of the evaluation. Nonetheless, no changes in the bid price or substance are allowed.

8.2.2 
Preliminary Examination of Bids
The evaluation process should begin immediately after bid opening. The purpose of preliminary examination is to identify and reject bids that are incomplete, invalid, or substantially non responsive to the bidding document and therefore are not to be considered further. The following checks should be applied:

(a) 
Verification: attention should be directed toward deficiencies that, if accepted, would provide unfair advantages to the bidder. Sound judgment must be used: for example simple omissions or mistakes arguably occasioned by human error should not be grounds for rejection of the bid. Rarely is a bid perfect in all respects. However, the validity of the bid itself, for example, its signatures, must not be in question. If the bidder is a joint venture, the joint venture agreement must be submitted; if the bidder is an agent, an authorization from the supplier or manufacturer must be provided in addition to any documentation required of the supplier or manufacturer itself. All copies of the bid should be compared with the original and corrected accordingly, if necessary. Thereafter, the original should be kept in a safe location, and only used in evaluation.

(b) 
 Eligibility: The bidder must be a national or from an eligible source country as defined in the ITB. All partners to a joint venture shall be from an eligible source country, and the joint venture shall be registered in an eligible source country. All goods and services shall
originate from eligible source countries. In the case of plant and equipment, this eligibility test is applied only to the finished product offered in the bid and to its major and clearly identifiable components. If prequalification has taken place, only bids from pre qualified bidders can be considered. The bidder (including all members of a joint venture and subcontractors) may be disqualified if affiliated with a firm that has provided related consulting services on the project, or if the bidder is a publicly owned enterprise from the Borrower's country, lacking legal and financial autonomy.

(c) 
 Bid Security: The bidding document may require submission of a bid security. If so, the bid security must conform to the requirements of the ITB, and it must accompany the bid. If the bid security is issued as a bank guarantee, it must be consistent with the wording of the bid security form provided in the bidding document. Submission of a copy of the security or submission of a counter guarantee naming the Procuring entity's bank instead of the Procuring entity is unacceptable. Furthermore, securities for an amount smaller or for a period shorter than the one specified in the ITB are not acceptable.  The security for a bid submitted by a joint venture should be in the name of all of the partners of the joint venture.

(d) 
Completeness of Bid: Unless the bidding documents have specifically allowed partial bids-permitting bidders to quote for only selected items or for only partial quantities of a particular item-bids not offering all of the required items should ordinarily be considered non responsive. However, under works contracts, missing prices for occasional work items are considered to be included in prices for closely related items elsewhere. If any erasures, interlineations, additions, or other changes have been made, they should be initialed by the bidder. They may be acceptable if they are corrective, editorial, or explanatory. If they are not, they should be treated as deviations and should be analyzed. Missing pages in the original copy of the bid may be cause for rejection of the bid, as may contradictions in model numbers or other designations of the critical supply items.

(e)   
 Substantial Responsiveness: Major deviations to the commercial requirements and technical specifications are a basis for rejection of bids. As a general rule, major deviations are those that, if accepted, would not fulfill the purposes for which the bid is requested, or would prevent a fair comparison with bids that are properly
compliant with the bidding documents. Examples of major deviations include.

(i) Stipulating price adjustment when fixed price bids were
        called for

          (ii)    Failing to respond to specifications by offering instead a
    
     different design or product that does not offer substantial
                   equivalence in critical performance parameters or in other
                   requirements

         (iii)    Phasing of contract start-up, delivery, installation, or
                   construction not conforming to required critical dates or
                   progress markers

        (iv)     Subcontracting in a substantially different amount or manner
                   than permitted

         (v)    Refusing to bear important responsibilities and liabilities
                  allocated in the bidding documents, such as performance
                  guarantees and insurance coverage

       (vi)     Taking exception to critical provisions such as applicable
                  law, taxes and duties, and dispute resolution procedures.

      (vii)     Those deviations that are specified in the ITB as requiring
                  rejection of the bid (such as, in the case of works,
                  participating in the submission of another's bid other than as
                  a subcontractor).

The results of preliminary examination should be presented in Table 5 in the appendices. If the bid fails preliminary acceptance, the reasons must be clearly explained in footnotes or in an attachments, as necessary. Procuring entities may find it useful to include additional tables for
itemization of responsiveness to a list of technical or commercial specifications. These should be attached to Table 5, in the appendices

The following are not considered to be material deviations, and would be
permissible in a "substantially-responsive" bid:
Commercial Aspects
•    A bid offering delivery slightly different from what has been indicated in the bid invitation, unless it is later than an absolute cut-off date that is clearly stated as such in the bidding documents;

•     A bid with fixed price in response to bidding documents calling for bidders to submit prices subject to price adjustment (the reverse situation, i.e., a price subject to adjustment when a fixed price is called for, would not be permissible);

•     A bid requesting changes in the coefficient of the price adjustment formula specified in the bidding documents or seeking a ceiling for the price  adjustment;

•      A bid having minor deviations in payment terms.

Technical Aspects
•     A bid offering goods to alternative, but equal or superior, specifications and performance;

•     A bid which meets all performance criteria of the plant, but not dimensional provisions which do not affect performance or utility for the purpose intended;

•     A bid which offer goods with minor deviations from the technical specification which do not affect the suitability of the goods for the intended use, e.g., an agricultural tractor with a diesel engine developing 80 hp at 2600 rpm in response to bid specifications for agriculture tractors developing 80 hp at 3000 rpm (deviations which affect the efficiency or performance should be evaluated for purposes of comparison);

•     A bid which offers the equipment specified, but has omitted miner          attachments/components, etc. (e.g. tools kit in a vehicle). In judging the above deviations, some can be categorized as trivial or inconsequential deviations which are permissible without any penalty, as in most of the above examples, and others where deviations fall within the range of acceptable parameters, but which have to be quantified in monetary terms during the detailed evaluation process, prior to comparison, e.g. the missing tool kit in a vehicle.

f)     Computational Errors
Generally, bids for the procurement of goods are evaluated on the basis of the quoted unit price of the item and contracts are signed on such accepted unit prices. If both the quantity and the total price are indicated in the bid form, arithmetic should be checked and if there is a discrepancy, the unit price shall govern. All errors in extension (multiplying the unit price by the quantity) and totaling should be corrected and the bidder notified. A bidder cannot be permitted to retain an arithmetical error in extension or totaling and correcting the unit price. The practice in some countries of accepting the total price when there is a discrepancy and prorating the necessary adjustment among all the unit prices is not acceptable.

8.3   
Bid Evaluation, General Procedures
The following procedures and processes apply generally to bid evaluations:

•    Only bids which have been declared in the earlier step as complete, valid, eligible       and    substantially responsive should be evaluated.

•     Bid prices quoted in various currencies shall first be converted to the amounts payable in each of the currencies if the bid is accepted, and these amounts shall then be converted to a common base, using the exchange rates on he date specified in the bidding document for this purpose.

•     Omissions, deviations, exceptions and reservations included in the bids shall be quantified prior to comparison of bids so as to equalize the bids. Pricing of components or features which are omitted shall be based on the prices for corresponding components, items, etc., in other responsive bids and if not available, from external sources such as printed parts list, price list, etc.
•     Bonuses or additional credits for bid evaluation will not be given for offered features  that exceed the required standards or specification, e.g., additional horsepower or capacity, unless there is a specific provision for this in the bidding documents.

•     The evaluation of various commercial features of a bid as well as- performance, efficiency, productivity and technical features shall strictly follow the procedures outlined in the bidding documents. Where a factor or criterion has been clearly .stated, but not the procedure for its quantification, the evaluator shall use generally accepted procedures for the quantification which shall be applied
without discrimination for all bids.

•     Once the above evaluation is completed, the "evaluated price" of the various bids shall be compared, to determine the lowest evaluated bid.

•     If the bidding document specifies application of domestic or regional preference margin, the comparison shall follow the procedures outlined in this respect in the bidding documents.

8.4  
 Alternative Evaluation Procedures
8.4.1
Evaluation on the Basis of the Lowest Price
In the procurement of simple commodities, semi finished raw materials and a variety of other goods (which have international standards) where all offers are for identical or comparable material, price alone is an appropriate deciding factor. In this, the "price" shall be on the following basis:

a)    Foreign Bids (offering the goods under procurement from abroad)

The price for all foreign bids shall be on cost, insurance and freight (CIF) Port of Destination. Such CIF price shall be solicited without any constraint on the source of marine insurance and ocean freight, except that these shall be obtained from Bank-eligible sources. The purchaser shall not place any condition that these shall be procured
from local or other specified sources. The CIF price will include all cost, taxes, duties, etc., in the seller's country. If CIF "liner" are specified, the freight shall also include the cost of unloading the goods on the wharf at the port of discharge. In the case of
procurement of bulk commodities such as fertilizer, iron ore, etc., bids may be invited and compared on CIF (Free Out) Port of Entry, in which case, the unloading from the vessel at the Port of Entry shall be carried out by the purchaser at his expense. In the case of land-locked countries such as Mali, Malawi etc., foreign bidders shall be required to quote CIP Point of Destination instead of Port of Entry. A convenient way to define the respective obligations of the seller and the buyer under CIF, CFR, FOB, CIP, etc., would be to refer to "INCOTERMS" which would be dealt with later.

   (b)    
Local Bids

Bidders offering goods manufactured or assembled within the country shall be required to quote "ex works" price. This is the total price payable by the purchaser, and such price shall include all costs, taxes, excise duties, customs duties and other levies incurred in the
acquisition of components and raw materials, domestic as well as foreign, which go into the manufacturing of the goods. If there is a sales tax or similar tax which will be payable only if the sale of the finished goods offered in the bid takes place, such sales tax and other similar taxes shall be excluded from the ex-factory price and specified separately. Where local bidders offer goods which are fully imported earlier, the ex-warehouse or off-the-shelf price shall include the customs duties paid on the imported goods by the importer, stockiest or agent. The price shall thus represent the total price payable by the purchaser except for any sales tax.
 8.4.2
Evaluation of Price Plus Other Factors
In the procurement of durable goods such as engines, pumps, vehicles, highway equipment, and other miscellaneous equipment, the following procedures are recommended for evaluation of various factors;

a)
 Extras, Options, Accessories, etc.

Bids often omit a particular component or option or accessory, even  though it is required in the technical specification. Such omissions may not be serious enough to warrant rejection of bid. For instance, in the procurement of vehicles, a bidder might have failed to include the tool kit or spare wheel. In this case, the price of the tool kit/spare wheel, as ascertained from catalogue price list or from the average of other bids should be added for purposes of evaluation. Such additions should be made only for those options, accessories, etc., which are required in terms of the bid specification. An addition should not be made to one bid solely to make it comparable to another who has offered an extra component or feature not included in the bid specification.

b)   
Inland Transportation And Cost And Insurance

Since the World Bank Procurement Guidelines permit comparison of bids on the basis of delivered cost to the project site, it is permissible to evaluate the cost of inland freight and other expenditures incidental to the handling, transportation and delivery of the goods to
the place of their use or installation. In the case of foreign bids, such cost will be from the port of entry to the project site and can include the following:

• Port handling cost:

• Inland transportation from port of entry to project site:

• Insurance from port of entry to project site.

Similarly, in case of domestic bids, the inland transport, handling and insurance costs should be added from the factory (warehouse) to the project site. Bidders are sometimes asked to quote for this inland transport component also, but this is not advisable since it is very difficult for foreign bidders to ascertain the applicable tariff by road or rail within the purchaser's country.

It is preferable to ask for bids on CIF/Ex works basis and compute this cost on the lines clause 26.5 (a) of the Sample Bidding Document for the Procurement of Goods.

c)    
Price Adjustment

If bids are invited on prices subject to price adjustment, it is normal to specify the price adjustment formula in the bidding document which will apply to all bidders uniformly. Bids should be compared only on the basis of the base price, excluding the price adjustment during the performance of the contract, since any computation of
probable increase or decrease in the labour and material cost would be speculative. If , in response to an invitation for bids subject to price adjustment, a bidder chooses to quote a fixed price, no special consideration will be given, and his fixed price will be compared
with other base prices subject to adjustment.

d)     
Delivery Schedules

Whenever possible, procurement should be initiated sufficiently early enough so that delivery schedules normally available in the market are acceptable and no premium has to be paid for urgent deliveries. The bidding document should indicate the latest delivery
schedule acceptable to the purchaser, beyond which a bid would be non-responsive. All other bids offering deliveries within this specified period shall be treated as equal. Where this approach is not feasible because the goods are required urgently, some bidders may be in a position to offer prompt delivery, whereas others cannot. In such situations, the bidding document should outline the acceptable ranges of delivery and the evaluation methodology. The weightage for early or late delivery can be based on the benefit earned or lost due to such earlier or later deliveries. However, in quantifying this for the purpose of bid evaluation, one should also consider the available deliveries in the market place so that an unwarrantedly high premium is not offered for earlier deliveries.
e)    
Deviations in Payment Schedule

If the purchaser requires all firms to comply strictly with the specified payment conditions, he should state so in the bidding documents and in this case, a bid not complying with this would be rejected as non responsive. However, in the purchase of large plants, particularly industrial plants, it should be recognized that the payment requirement could be different for different bidders and, in order to get the best price, bidders should be permitted to deviate from the prescribed payment schedule. Such deviations, if acceptable, should be evaluated on a specified interest rate or on the
basis of net present value at a given discount rate.  Clause 26.5 (c) in the SBD for Goods outlines some standard formats.

f)    
Cost of Spare Parts

In the procurement of simple durable goods such as engines, pumps, vehicles, tractors, etc., the cost of initial and subsequent spare parts is very important as it adds up to a substantial part of the maintenance cost. Different methodologies can be used for including the spare parts in the bid evaluation, and these are outlined in clause 26.5(d) of the SBD for Goods.

8.4.3 
Bid Evaluation on the Basis of Minimum Technical Specification
Bid evaluation on the basis of first being responsive to the minimum technical specifications and then the selection of the bid which has the lowest evaluated price (adjusted, if necessary, in accordance with bidding document requirements) for contract award. This is the simplest method, basically a pass or fail system for technical evaluation, to evaluate bids. The bidding document includes the technical specifications to inform bidders not only of the technical requirements of the goods being procured, but also to provide the criteria on which to evaluate the offered items. The bidding document gives the minimum requirements each item must meet to be technically responsive. This method does not take into consideration differences in quality above the minimum and no credit can be given if the item exceeds the minimum specifications. For example, if trucks are being procured, then the technical specification "would specify the minimum criteria which would be acceptable. The minimum acceptable horsepower (HP) for the truck may be 140 at 2500 revolutions per minute. A bid offering 158 HP would be responsive, while a bid offering-138 HP would be rejected as non-responsive. All technical criteria necessary to ensure that the item being procured will perform as required must have the minimum requirement specified in the bidding documents for both bid evaluation and delivery under contract.

During the bid evaluation process, all items that meet the minimum technical specifications will be declared responsive. Next, the evaluated bid price becomes the determining factor in the selection of the lowest evaluated bid. No further consideration should be given to an item which the purchaser believes from his experience may give a slightly better performance than the item offered by the lowest evaluated bidder, even if the price is only marginally higher.

Maximum technical criteria may also be stated as well as the minimum acceptable criteria. It is recognized that some items may be marginally better technically, but unless specific criteria is listed in the bidding document to measure and evaluate the differences they cannot be used in the bid evaluation process. It may be appropriate to set range parameters (minimum-maximum) for certain technical criteria where related costs increase with larger units (vehicles HP as an example). Other methods of evaluation do recognize technical differences as well as long-term performance advantages. In these cases, the evaluation criteria is to be clearly spelt out in the technical specifications of the bidding documents before they may be used for evaluating the bids.
8.4.4
Evaluation on the Basis of Life Cycle Cost
Life cycle cost is the assessment of the initial acquisition cost plus the follow-on ownership cost to determine the total cost during the life of the plant. In the purchase of a major Industrial plant or equipment and, in particular, a plant in which the follow-on cost for operation and maintenance are substantial, a minor difference in the initial purchase price between two competing bids can be easily overcome by the difference in the follow-on cost. In these cases, the most appropriate method would be to evaluate the bids on the basis of life cycle cost. Subpara.26.5 (f) of the SBD for Goods provides brief guidance.

The following would comprise the elements in a typical life cycle cost assessment in the procurement of highway transport trucks:

•      Initial purchase price;

•     Adjustment for extra, options, delivery, variations in payment terms, etc.;

•     Estimated fuel cost during the life of the truck;

•     Estimated cost of spare parts and labour for maintenance during the life of the truck;

•     Estimated residual scrap value at the end of its economically useful life (e.g., six years).

In the above, follow-on costs such as fuel, spare parts, maintenance and residual value should be discounted to net present value to mark the proper comparison. The discount rate is to be specified in the bidding documents.

If it is proposed to use life cycle cost evaluation, the bidding documents should clearly outline the methodology for quantification of these costs and also the precise information required to be submitted by each bidder. Since the evaluation will be based in part on the bidder's stated values, the contract should provide for adequate penalties if the equipment does not achieve guaranteed fuel consumption or maintenance cost. An example of a
life cycle cost bid evaluation is given in the blue pages attached to this section.

In some situations, such as the procurement of a major thermal plant, the relative life cycle cost can be evaluated by capitalizing the differences in efficiency in the boiler, turbine, generator and transformer.

In an industrial plant, in addition to the total life cycle cost of the plant itself, one may also include the factor of the productivity o¥ toe p^arii an& determine the total life cycle cost per unit output. For example, in the procurement of a fertilizer plant or a steel bar mill or oil palm mill, the total cost will be divided by the rated output to arrive at "per ton of output" cost wmcrf wrifdecome rife (^ayrs'i^rctmipa^R/M'
8.4.5 
Evaluation Using A Merit Point System
In some situations where evaluation and selection merely on initial purchase price is inadequate, evaluation of the full life cycle cost may be either too time-consuming or unwarranted' compared" for die cost of the pi-ociirement itself. In these cases, the evaluation can be carried out by assigning merit points or weightages for prices and other relevant aspects. The advantage of such a system is its simplicity and ease of application. 

The disadvantage is that the weight ages for different factors and the points within each factor must be properly allocated or the outcome will be distorted. Assigning points for some factors could be very subjective and thus open to manipulation, so the merit point system should only be used where the comparison of bids cannot be adequately based on price alone, and full life cycle costing is either impractical or unjustified. The weightages which would be acceptable for price and other aspects are indicated in supara. 26.5 alternative of the Standard Bidding Documents (SBD) for Goods. It must be ensured that the weightage for the price of the equipment and spare parts does not go below 70 percent in any case.

8.5      Application of Domestic Preference
If domestic preference is allowed in bid evaluation, the ITB will so state and provide detailed procedures to be used in determining the eligibility for preference and the amounts.

The following general guidelines should be borne in mind in the application of domestic preference in the evaluation for goods.

•     
Application of a preference margin is permissible only when the loan agreement provides for it by specific reference in the Procurement Schedule and the bidding documents specifically outline the procedure for its application;

•  
The goods for the procurement are "manufactured goods" involving assembly, fabrication, processing, etc., where a commercially- recognized final product that is substantially different in basic characteristics from its components and raw materials:

•   
The goods offered by foreign and domestic bidders are identified or comparable in respect of quality, size, capacity and performance:

•   
That, among the bid, there is a qualified domestic bid (Group A) which, irrespective of the nationality of the (eligible) bidder, has offered goods manufactured in the country that contain labour, raw materials and components from within the country which will account for more than 30% of the EXW price of the product offered and the production facility in which the goods will be manufactured or assembled has been engaged in the manufacturing/assembling
such goods at least since the time of bid submission:

•    
The qualified domestic bid (Group A) shall quote the ex works price for the goods under procurement, say an engine and not break up the price partly as CIF covering imported components, and partly on "ex-works" basis covering the local costs:

•  
The ex-works price quoted by the domestic manufacturer shall include all duties, taxes, levies, tariffs, etc., paid or payable on the raw material and components purchased in the domestic market or imported;

•
The margin of preference shall be added to the CIF price of foreign bids and not            subtracted from the domestic bid;

•           The margin of preference shall be equal to the customs tariff payable by a non-exempt importer from the goods offered in each foreign (Group C) bid or 15 percent of the CIF value of the goods offered in each such bid, whichever is less.

•           The margin of preference may be applied even if the Purchaser is exempt from payment of customs tariff.

8.6    
Post-Qualification
Post-qualification serves as a safety measure to make sure that the lowest evaluated (technically acceptable) bid has been submitted by a responsible and trustworthy bidder. Even if all bidders were pre-qualified, the purchaser needs to check, before award, that the bidder who has submitted the lowest evaluated (technically acceptable) bid has the capacity and resources to effectively carry out the contract. This process is referred to as the post-qualification.

While pre-qualification is normally required for contracts for large works, supply of complex equipment or technical services, it would not be practicable for ICB with maybe hundreds of prospective bidders/suppliers involved. The purchaser, however, should evaluate the suppliers’ experience, resources and capability before an award is made to avoid future problems.

Although the purchaser could, in the worst case, redeem the performance bond, the consequences because of the delay could be disastrous for the project. Post-qualification of the prospective suppliers by the purchaser is not always an easy task. It should, however, be carried out rapidly to avoid delays for the award of the contract(s) and a possible need to request suppliers to extend the validity period for the bids.

If the lowest evaluated bidder meets the qualification criteria, he should be awarded the contract. If he does not qualify, his bid should be rejected and the purchaser should proceed to review the qualification of the second lowest evaluated (technically acceptable) bid.

8.7   
Bid Evaluation Report
After bid evaluation, purchasers should prepare a detailed report on the evaluation
and comparison of bids setting forth the special reasons on which the recommendation is based for the award of the contract. The report should also include the name(s) of bidders(s) rejected and give the reasons for the rejection. In a donor funded Project, the Loan Agreement normally specifies whether this report should be submitted to them for their review before or after the award is made by the Borrower.

A sample Bid Evaluation Report (for simple equipment) is included in the appendices.

8.8    
Rejection of All Bids
The rejection of all bids by the Purchaser is only permissible on consultation
with the Funding Agency and only in the following cases:

•     If the lowest bid exceeds the estimate by a substantial margin, or

•     If all bids are not responsive, or

•     Lack of competition.

Specifications and contract conditions must be carefully reviewed to determine if
revisions in the specifications or modifications in the project are needed before re
inviting bids.

8.9       Negotiations
Normally, there should be no negotiation on the price after evaluation, in the case of Goods and Works Procurement. However, if the lowest evaluated bid exceeds that cost estimate by a substantial amount, the Purchaser after consultation with the Funding Agency, may as an alternative to re bidding, enter into negotiations with the lowest evaluated bidder or, if these negotiations are not successful, with the next.

CHAPTER 9

9.0 
CONTRACT AWARD AND IMPLEMENTATION
9.1   
What Is A Contract?
A contract is an agreement between two or more parties where each party promises to do, or not to do, something; a transaction involving two or more individuals, whereby each has reciprocal right to demand performance of what is promised. (Friedmann Jack, P., Dictionary of Business Terms, p. 123)

In an open tendering procedure, the contract will be awarded, without negotiating the price, to the tenderer whose tender has been evaluated as the most favourable. A clean acceptance of a tender is the desirable principle for contract award. The procedure to be followed in the case of a clean acceptance is straightforward. The procuring entity will confirm to the tenderer that his or her tender has been accepted and send the contract for signing, after having completed the contract agreement to incorporate any missing information (i.e. information that could not be identified at the time the tender documents were sent out).

In a normal case, where no pre-contract negotiations are needed, the procedures to be followed by the procuring entity in connection with the contract award include;

 (i)      notifying the tenderer that his or her tender has been accepted.
(ii)      preparing the contract agreement and submitting it to the tenderer for

          signing:
(iii)    checking that all effectiveness conditions have been met within the time

          period allowed:

(iv)    informing other tenderers about the outcome of the tendering process and

          releasing the tender securities.

Tender document usually provide for cancellation of the award including
forfeiture of the tender security in at least the following two cases;

(i)     if the tenderer fails to sign and return the contract agreement:

(ii)    if the tenderer fails to submit the required performance security.

The tender document should specify the time allowed for these procedures. The
procuring entity should observe the validity period of the tender security,
normally thirty days beyond the validity period of the tender and initiate the
contract award in due time for the process to be completed before this period
expires.

In international competitive bidding, which is very similar to public bidding by
Government agencies, a contract normally comes into existence through the

acceptance of the lowest evaluated bid. This would contrast with private
procurement in which a contract is usually negotiated through extensive
exchanges between the parties, including oral communications and
correspondence.

9.2   
Form of Contract
The provisions of some national laws permit the conclusion of transactions in oral
form which, however, might not comply with the national law of one of the
contracting parties which may require a contract to be in the written form. Even
where such a requirement does not exist, it is advisable for the parties to establish
the contract in the written form to avoid later disputes as to what terms were
actually agreed upon. It is also advisable for the contract to provide that it may
only be modified by agreement in writing.

The World Bank requires that contracts are concluded in writing.

9.3      Formation of the Contract
A clear statement on when the contract become binding is important because
certain contract clauses could be connected with this date, e.g. Delivery Time,
Warranty, Validity of performance Guarantee, etc.

The question when a contract becomes binding is closely connected with the form
of the contract and the express will of the parties. As a general statement, we
could accept that: 'A contract comes into being when the parties have reached
agreement on all essential points in the form required by the applicable law'.

The World Bank Standard Bidding Document for Procurement of Goods clearly
opt for the alternative of linking the formation of the contract to the Purchaser's
notification of award. The same principle applies under the United Nations
Convention on Contracts for the International sale of Goods, according to which
an "acceptance of an offer becomes effective at the moment the indication of
assent reaches the offered. In the Bid Form attached as section VIII to the World
Bank Standard Bidding Documents, the bidder acknowledges his agreement with
this principle in the following language;

"Until a formal contract is prepared and executed, this bid, together with your
written acceptance thereof and your notification of award shall constitute a
binding Contract between us."

The same principle- which has so far never been questioned under the applicable
laws of any country borrowing from the Bank- is repeated in the Standard
Bidding Documents, section II Instruction to Bidders.

9.4   
Ordering
Having selected a supplier and agreed on the details, the next stage is to place an order. An order is an instruction to do something such as supply goods or carry out work. It is not in principle the same thing as a contract, which in this context is a business agreement for the supply of goods or services in return for price. Contracts are subject to the law; contract law, Sale of Goods Act and other statutes.

In many cases, a single document, the purchase order form, incorporates both the order a few specified exceptions, must be made by means of the official order form. This is for practical rather than legal reasons. The purpose of the rule is to establish clearly what the organization is committed to accept and pay for, and to prevent sharp practice. Regular
supplies are made aware of the rule by printing it on the order form, or stipulating that advice notes and invoices must quote the order number. Goods receiving personnel are instructed not to accept goods which are delivered without an official order number.

 CHAPTER  10

10.0
 CONTRACT MANAGEMENT
Contract Management is part of the procurement -process which begins
immediately after Contract Award procedures have been successfully completed.
It has two objectives. The main objective is the successful delivery of the
procurement in a timely and economic manner. The second is the specific
objective which is to ensure performance by all parties (The procuring entity and
the contractor or supplier) to the contract through compliance with the
requirements of the contract. Once again, it is necessary to state that contract
management is a process applicable to the procurement of goods, construction of
works and services.

To this end, for contract management to be effective it is imperative to develop
the procedures of oversight of contract performance through which the procuring
entity will ultimately obtain its money's worth under the contract terms and
conditions and within the framework of the applicable law.

Contract management function is necessitated by the fact that, contract is a
relationship over a period of time between the parties to the contract shaped by
the requirement of mutual compliance with the term and conditions of the
contract.

Contracts may not be perfect because of the difficulty to foresee all possible
developments with absolute accuracy and here comes the role of Contract
Management to steer this relationship as governed by the contract document.

Contract Management therefore involves planning for this relationship,
monitoring its evolution, measuring its achievement and if need be, taking
corrective actions to safeguard the interest of the Contracting Entity and to ensure
successful execution of the procurement process.

Needless to say, a flawed contract management process may undoubtedly lead to
costs overruns and delay in contract completion and may also expose the
contracting entity to legal complications of unpredictable results.
Invariably, most public procuring entity preferred the establishment of Procurement Units (P.U.) to perform oversight responsibilities involving
contract management to facilitate the successful completion of a project, works,
or in the case of procurement of large of goods

Functions of the P.Us.
The contract management function is usually entrusted to a Contract
Administrator or Procurement Director and contract management fundamentally

involves all technical and administrative tasks performed by designated public
officials from the time a contract has been awarded until it is successfully
completed, accepted or terminated and" payment is made and disputes resolved.
The volume and repetitive nature of activities and the corresponding annual
procurement turnover determine the optimum size of the contracting entity's
operational staff levels and skills

Contract Management Plan
There is the need to guide the systemic implementation of the overall contract
administration procedures. The full scope of tasks to be performed by the contract
management team can be summarized as follows: -

(a)    Development of contract Administration Plan

(b)    Time and quality control

(c)    Internal and External Communication

(e)    Dealing with contractor's performance problems

(f)    Management and Custody of Securities/Bonds/Insurance policies.

(g)    Measurement of performance and reporting.
(h)    Certification of Progress payments against measurement of

                     accomplishment

(i)     Accounting and cost estimating systems 
(j)     Expediting and Periodic reporting 
(k)    Management of Contract changes in terms of Variation orders,

        Fluctuation/Price Adjustments.
(1)    Issue of "Suspension" notice 
(m)   Exercising remedies 
(n)    Resolution of Claims and disputes 
(o)    Contract termination or close

10.1 
Financial Guarantees and Credits Related to Contract Management
In order to secure their contractual obligations, contractors and suppliers are
normally required to obtain a Contract Guarantees from a Guarantor, a third party,
usually a bank or Insurance Company. The most common guarantees are Bid
Securities, Performance Securities and Repayment or Advance payment
Guarantees. They are known as Securities if taken from a Bank and Bonds if
taken from Insurance Companies.
10.1.1 
Bid Securities
This guarantee is required in connection with public tenders. If a Company
participates in such a tender; it must submit a bid security-(Bond) together with its
offer. Bid Securities (bonds) therefore secure payment of the guaranteed amount:

(a)    In the event of withdrawal of the offer before its expiry date.

(b)    If the Contract, after being awarded, is not accepted by the tenderer.

 (c) If the bid Security (Bond) after the contract has been awarded is not
                    replaced by a performance security
Guarantee amount: as a rule 1-5 percent of the amount of the offer. The validity
period is about 3 months after the signing of the contract. Bid security is required
to ensure seriousness of the tenderer and it is usually requested in the form of an
unconditional bank guarantee or Certified Check (Bank Draft)

10.1.2
Guarantees
The purpose of providing a guarantee for performance is to ensure that the
Procuring Entity receives the goods, works and services that it has contracted for
and that it receives these within the time limit stipulated in the Contract. The third
party or the guarantor is sometimes an insurance company that specializes in the
business of bonding (performance Bond). An alternative to Insurance Companies
is to seek the guarantee of a Bank.

Performance Security
Performance Securities issued by the Bank usually cover 10% of the contract
value. They are normally irrevocable, unconditional and payable on first demand.
They cost between 1-3%. They are widely used in procurement of goods, work
and certain services. With the guarantee, the bank is obliged to pay the Procuring
Entity the guaranteed amount in the event if the contractor has not met or
insufficiently fulfilled its contractual obligation. The guarantee remains valid for
the full amount until complete performance of the contract. Where contracts for
work and materials are concerned, this generally includes the defect liability and
warranty periods for the correct functioning of the works and the machine
respectively. The period of validity of performance guarantees may be two years
or longer.

Performance Bonds are normally issued by Insurance Companies or bonding
firms. They are widely used to secure performance in works contract. They
usually cover between 20% - 100% of the contract value. The rates charged by
bonding companies are in order of 0.5 - 1% of the contract price. The
disadvantages of performance bonds from the beneficiary's point of view are that
they are Conditional, ie that the bonding company can only be called upon to
perform if relevant justifications can be provided. Unlike performance security,
here the security undertakes to complete the contract in case of failure of the
insured contractor through payment of the bills of the replaced contractor, up to
completion of the contract or up to reaching the ceiling limit of the bond amount.
10.1.3 Advance Payment or Repayment Guarantees
Repayment guarantees are frequently issued as security for advance/mobilization
amounts under contracts. Such advance payments guarantees must be issued before prepayment is made, but enter into force only after receipt of such payment
The purpose is to give the Procuring Entity ready access to money or property
with which to compensate itself in case the contractor defaults in a payment
Obligation.

10.1.4 Letters of Credit
Letters of credit are credit instruments and also a means of making and securing
payment. The documentary Credit is as essential implement for conducting global
trade. Documentary credit transaction always involves three parties, the issuing
bank, the applicant for the credit (usually the buyer) and the beneficiary of the
credit (usually the seller).

A fourth party may be a second bank, the corresponding (and, sometimes
confirmer) of the issuing or originating bank corresponding and confirming banks
are usually situated in the seller's country. There are several types of letters of
credit, but they involve essentially identical transactions. The issuing bank
promises to honor by payment, acceptance or negotiation, draft payable to t he
seller which have been drawn on it by the seller. The conditions normally consist
of the presentation of specified documents and the transfer of documents of title
to the goods to the Banks order.

Banks Advice to Seller of Goods In exchange for issuing the credit, the bank
receives a fee and a deposit by the buyer, of either sufficient monies to fund the
credit or of adequate security for the buyers obligation to deposit such monies.
Issuance of the credit consists of the bank's advice to the seller of goods that a
letter of credit has been offered in his favour stating the amount, the period within
which it will be available, and it terms and conditions. This advice establishes the
seller of goods as a third party beneficiary of the letter of credit Agreements. The
banks obligation to pay the beneficiary depends, therefore on the fulfillment of
the terms and conditions of the letter of credit, not on performance of the
underlying contract of sale which it finances. The bank agrees to pay the credit
amount on the presentation of specified documents of the goods to be supplied
specifying FOB, Insurance and Freight separately.

10.1.5 Documents Required to Facilitate Payment to Seller
It is important that in effecting payment of the credit to the beneficiary, the buyer
stipulates the type of documents that are to be presented to the bank. The
following are some of the full proof documents required in paying over credit to
the seller:

i)       Invoices

ii)     Packing lists

iii)    Certificate of origins

iv)    Insurance policy

v)  Bill of Lading or Airway bill

vi)   Inspection Certificate

It is necessary to emphasize that it is not the duty of the Bank to facilitate
inspection of goods.

 Types of Credits
There are three types of documentary credits.
They are;

(a)    the revocable documentary credit.

(b)    the irrevocable, unconfirmed documentary credit and

(c)    the irrevocable confirmed documentary credit

Here we are concerned with the irrevocable confirmed letter of credit in which
case the beneficiary enjoys two independent recognition' of liability. One on the
part of the issuing bank and on the part of the confirming bank. However, before
the confirming Bank assumes such obligation, certain criteria must be fulfilled:
 -The credit must be issued irrevocably.  
The credit must clearly instruct or authorize the correspondent bank to add its
confirmation. 
The credit must be available at the confirming Bank. The contents of the credit must be unambiguous and should not contain any conditions, that allow the buyer
to prevent the terms of the credit from being fulfilled. The special feature of this
mode of payment is that the Bank becomes directly liable to the beneficiary for
damages; normally equal to these that could be collected from the buyer upon
default if it cancels or modifies the credit.

10.2 
Inspection and Expediting: Engineer's Supervision
Inspection of Goods

In contracts of international sale the cost of rejection can be high not only to the
seller but also to the buyer. To prevent such costs, international procurement often
takes place subject to the right of the buyer to inspect the goods at the
manufacturing stage or at least prior to shipment. Such inspection is preliminary
in the sense that the buyer reserves the right to reject the goods after a second
inspection upon arrival at the place of destination.

The object of this two-stage inspection is to ensure that only goods which
conform to the quality requirements stipulated in the contract are shipped and also
to advise the seller at the earliest possible stage of any complaints on the buyers behalf. Inspection prior to delivery does not preclude rejection of the goods if
found defective on delivery.

Usually quality inspection is combined with a check on the quantity of the goods,
of their marking and of their packing. Furthermore, inspection can be combined
with expediting which is defined as a service to compare with progress of
activities on the seller's part with a predetermined time schedule for the
manufacture and or delivery of the goods, to detect and to analyze events which
might cause delays, to suggest solutions to avoid delays and to. keep the
client/buyer informed of progress at the supplier's end.

The cost of inspection services varies with the range of services provided, the
quantities to be inspected, the country in which inspections are to be made and the
technical nature of the goods concerned. The major inspection companies, which
have a worldwide network of subsidiaries, may be prepared to negotiate an
inspection fee on a lump sum basis or as a percentage of the value of goods
inspected. The price range is roughly one to two percent of the FOB value of the
goods.

For construction and civil works, as well as for certain purchases of equipment
with installation, engineering consultants offer supervisory services which serve
the same purpose as described above with respect to the technical inspection
services. Very often these supervisory functions are entrusted to an engineering
consultant who has helped the buyer draw up specifications for the work involved
and who has assisted in evaluating tenders received.

10.3  
Fluctuations
Fluctuation is the changes (either decreases or increases) in rates (price/wages) of
all construction inputs during the period of the contract.

In the case of non- fixed priced contracts, it is also important to develop a
procedure for keeping track of the contract's price adjustment mechanism that
may be invoked by the contractor or the Contracting Entity. Typical price
adjustment mechanisms are in the form of either;

 a)         Formula method, linked to pre-assigned price indices;

 b)         Traditional or documentary proof   methods, whereby invoices or
documentary evidences are required from contractors to substantiate his or
her request for price adjustment.

The documentary evidence method is however is not commonly used except
when reliable and applicable price indices are not available and when labour and
raw material prices are statutorily regulated by Government.

The formula method may work for the benefit of both parties since it is a
mechanism of controlling price fluctuations. The contractor may evoke the
formula if prices of Labour, materials and equipment indices increase during the
implementation, while the contracting entity may similarly invoke the formula
should prices decrease.

For convenience, the contract usually specifies the threshold beyond which the
formula becomes applicable to avoid the complication of having to invoke the
formula for immaterial fluctuations. For more precise control of price fluctuation,
the contract may depend on one formula for local costs and another for foreign
costs, again with sources of price indices determined in the contract ( in large
scale works contracts there could be several formulas, each specifically intended
to control price fluctuations of a main sub-component of the project).

The formula usually reads as follows;

Pn = A + b Ln/Lo + c Mn/Mo + dEn/Eo +...
Where;

Pn    = price adjustment factor for the nth month (time of billing);

A     = is a constant usually around 0.1 and 1.5 representing the fixed
non adjustable portion of contract price;

b, c, d = are weightings or coefficients representing the estimated proportion of
each cost element, whereby A+b+c+d+ etc, = 1;

L     == labour cost index (extracted from a source determined by the contract);

M    = materials cost index (extracted from a source determined by the contract);

E   = equipment usage cost index (extracted from a source determined by the
contract;

The suffix "o" corresponds to the reference cost indices at the date specified in the
contract. The suffix "n" corresponds to the published cost index for L, M and E for
the nth month.

The Contract Administration team must receive periodically, the updated price
indices to enable verification of contractor's requests for price adjustment.

The following promote price fluctuations and efforts should be made to reduce
their effects; -

• Excessive variation orders which require time extension;

• Delays in honoring payment certificates;
• Inadequate and untimely release of funds for projects;
• Unrealistic time extension.

10.4  
Variations
Variations are inevitable changes that occur during the execution of projects.
Variations may be due to such factors as varying sub-soil conditions, change in
specifications in respect of quality and quantity of type of material, change in
design, changes in technology, client's after thoughts, etc.

Variation orders are at times issued by the consultants without information on cost
to the client.

It is recommended that;

a)     
The provision in the conditions of contract should be amended to limit the consultant of the absolute authority to issue variation orders.

b)     
To ensure the smooth administration of contracts, the client/consultant
should be allowed to vary the works by a reasonable amount provided for
physical contingencies in the contract document.

c)     
All time extensions arising from variation orders must be assessed and
communicated to the client.

d)     
The client must be notified of all variation orders irrespective of size,
together with all the financial implications.

e)     
All variation orders must be formalized in accordance with the conditions
of contract.

f)     
Projects must be regularly and efficiently monitored to ensure the timely 
(for both clients’ budget and the contractor's work programme) issue of
variation orders.

g)     
Variation orders must be priced in accordance with the provisions of the
contract.

10.5 
Provisional Sums
Provisional Sum is the sum included in the contract and so designated in the Bill
of Quantities for the execution of the work or the supply of goods, materials, or
services or for the contingencies, which sum may be used, in whole or in party, or
not at all, at the discretion of the Engineer.

The contract price shall include only in such amounts in respect of work, supply or
services to which such provisional sums relate as the Engineer shall approve or
determine in accordance with this clause.

10.6    Warranty/Defect Liability Periods
If the buyer accepts the goods upon delivery, or the employer accepts the works on completion, instead of rejecting them, he may still wish to obtain some assurance that he will be compensated for losses due to defects resulting from faulty design, materials and workmanship which appear during a certain period following delivery and which were not detectable at the time of delivery. To that effect, most sets of general conditions provide for what is here termed a warranty - which is sometimes also referred to as guarantee - according to which the contractor undertakes to remedy those latent defects which appear during a specified period -usually a year - after delivery of the goods or completion of the
plant

One of the problems encountered in the application of warranty clauses is that although a warranty period of a year may be reasonable in relation to defects in workmanship and materials, it is doubtful if such a short period provided satisfactory protection to the buyer against faulty design. If the design of an important piece of equipment is the responsibility of the contractor, the buyer might justifiably negotiate for and extension of the period during which the contractor remains liable for faulty design. Again, the time elapsed since the delivery may be irrelevant, and the warranty might be expressed in terms of time
for which the plant has actually been in use. There must be a definite time limit to the warranty, however, and three years from delivery or completion is probably the maximum period which can be accepted by contractors.

Another question concerns the content of the warranty. Practice varies considerably in this respect depending on the nature of the goods or services provided and the bargaining strength of the parties. Most standard general conditions require the seller to remedy defects by repair or replacements and expressly provide that the seller shall not be liable for injury, damage or loss of any kind attributable to such defects.

Warranty clauses usually provide expressly that the contractor's liability applies only if the goods are used properly and operated in accordance with the contract or with special instructions by the seller. Difficulties may arise in proving that a defect is the result of faulty design, materials or workmanship rather than the result of negligent handling by he buyer.

Contracts for works provide for the contractors liability to correct deficiencies in
design (if under taken by the contractor) material and workmanship warranty for
goods must be involved during a specified period from acceptance in accordance
with contract requirements. The definite period of the warranty after delivery
ranges from one year to three years accepted by the contractors depending on the nature of the procurement. Timely notice of a warranty claim to the contractor is
of paramount importance and is usually initiated by the Contract Manager in
writing, specifying the defective part of the procurement (and the nature of the
defect) and requesting the contractor to rectify the defect within a certain period
of time called for under the contract. The costs to remedy the defects are borne by
the contractor and include either:-
      i)     Cost of repair or
    - ii)    Cost of replacement

10.6.1 Goods Contract
In goods contract the contract manager may require extension to the warranty
period to compensate for the down time as a result of the repair. In order to avail
the Contracting Entity with the means to enforce the contractors obligations under
warranty or defects liability period, the validity of the performance security (or
specified portion of it) must remain in force throughout this period which is
usually one year from final acceptance.

In international goods contracts, unless there is an explicit statement in the
contract that shipment costs of defective components are to be borne by the
supplier the latter may decline to bear such expenses.

It is also important that the contract provides for repair/replacement of defective
components at the expense of the contractor should the latter fail to act within the
specified period under the warranty clause. The contractors liability can even
extend beyond the warranty period or defects liability period should defects in the
procurement package be discovered that can be attributed to:-

i)     Contractors gross negligence

ii)     Contractor's fraud (misleading information, falsified tests etc)
iii)    Latent defects which could not be discovered through reasonable
         inspection of the time of acceptance.

10.6.2 
Works Contract
In works contract, the liability of the contractor as to defects in design, materials
and workmanship is provided for under the defects liability period which usually
runs for a specified period of time (usually one year or more) beyond the issue of
the Take-over certificate by the Contracting Entity at the time of completion of
the works. During the defect liability period, the contractor is obliged to
repair/replace any defects at its own costs. However, if the defect is proven to be
as a result of design problem, whereby the contractor was not involved in the
design, then the Procuring Entity will bear the costs of repair.

10.7 
Liquidated Damages
Delays in delivery are a very common problem in international procurement.
They may arise in construction due to the foreign contractor's unfamiliarity with
the local conditions, to problems with local sub-contractors or to unexpected
shortages of materials. In procurement of goods, developing countries often see
themselves suffering delays due to the fact that overseas suppliers serve their
home markets customers - may be more aggressive in bringing pressure to bear
for timely delivery - before attending to orders from distant developing country.
If their order-books are full, suppliers can afford to take this attitude. The question
is sometimes asked whether liquidated damages clauses provide a solution to the
problem. Such clauses give the buyer or employer a right to deduct a certain
amount of money from the price payable under the contract for each day or week
of delay as compensation for losses sustained. The amount is often expressed as a
percentage of the value of the contract (or those goods or services which are
exposed to this delay). Sometimes this percentage escalates so as to make the
delay increasingly costly to the contractor. Usually, but not always, the total
amount of damages is limited to a certain percentage of the contract price.

Although their efficiency in actually preventing delays is subject to some doubt,
they usually provide the buyer with a satisfactory legal basis for compensation in
case of delay.

Provision may also be made for a bonus to be paid to contractors/suppliers for
completion of works or delivery of goods ahead of the times specified in the
contract,. when such earlier completion or delivery would be of benefit to the
Contracting Entity.

10.8 
Force Majeure
Many disputes have occurred in theory and practice over the problem of relaxing
the contractor's obligations when unexpected or unforeseen events prevent him
from, or impede him in, carrying out the contract. The traditional doctrine of
force majeure allowed for relaxation only in a few exceptional circumstances 
(war. Acts of God, etc.). The expression has gradually been expanded to include
not only situations in which it is impossible for the contractor to perform his
obligations due to supervening events beyond his control but also to include some
other circumstances in which a fundamentally different situation has unexpectedly
emerged which makes performance drastically more costly to the contractor. The
question faced by contracting agencies in this respect is mainly that of deciding
between two different alternatives as regards the drafting of contract conditions
allowing relaxation of contractor performance.

10.9 
Disputes and Claims
A 'Dispute' is formed under a contract when a disagreement persists as to the:

• Money due to other party;

• Time of performance;

• Interpretation of contract and conditions

A "Claim" is initiated through written demand by one of the contracting parties
for:

• Payment of money;

• Adjustment of contract performance duration;

Claims may be genuine and will have to be assessed for their merit; however
disputes are to be avoided since these interfere with the workings of a proper
contractual relationship. Protracted disagreements over settlement of claims
usually lead to disputes. In handling situations of claims or disputes, the Contract
Administrator is well advised not to inject into the process any judgmental
consideration related to the character of personnel whether those of the
contractors representatives or of his or her own team.

10.9.1
Amicable Solution
Both parties to the contract have direct interest in the successful fulfillment of the
procurement. Therefore they have to do their best to settle their disagreement by
direct negotiations short of calling the formal dispute resolution mechanism of the
contract which will inevitably introduce complications to the smooth workings of
the contractual relationship. Experience of the Contract administrator is a valuable
asset to prevent disputes or to spot these at an early stage through effective
performance monitoring thus diffusing their adverse effects. The vast majority of
disputes can be settled in direct negotiation between the parties concerned.
Techniques for initiating amicable solutions to a dispute include;

•   Discussing and negotiating the various elements of the disagreement,
especially during the early stage of the process;

•    Dividing the problems into separate elements, such as the technical and
monetary aspects to provide an opportunity to discuss the merits of the
technical aspects, without considering the monetary impact;

•     Seeking the assistance of outside expects to identify solutions that may be
satisfactory to both parties.

Alternative Dispute Resolution (ADR) mechanisms are recommended to be
introduced into the contract in order to facilitate the disengagement of disputes
without recourse to litigation which would otherwise be the next option for one or
both of the contracting parties. ADR usually involves a combination of an
"Adjudicator" or a "Dispute Review Board", mediation/conciliation and
arbitration.

10.9.2
Litigation In Court
If relations between the parties to a contract deteriorate to the point where either
of them deems it necessary to take legal action, recourse to court is a potential,
and often adequate, alternative. In a dispute where both contracting parties are
from the same country, executing authorities will recognize and enforce a court
decision. However, when it comes to international commercial dispute, the
advantages of the courts proceedings over arbitration are less evident. Litigation
in court has two inherent shortcomings, namely the proceedings may be time
consuming and are usually conducted in public which can potentially cause
negative repercussion on the parties.
10.10 
Contract Termination
10.10.1 
Termination for default

It is desirable for the contact to include a termination clause in order to provide
for an orderly and equitable procedure for termination. Termination of a contact
may be regarded as a remedy of last resort. Before a contract is terminated, it
would be of the interest to both parties to resort to other measures or remedies.
The right to terminate a contract may originate from either the general principles
of contract law or the express terms of the contract. Contracts may, for example
be terminated for default if one of the parties to the contract causes a fundamental
breach of the contract. Fundamental breaches of the contract can include:

The contractor fails to deliver any or all of the deliverables within the period(s)
specified in the contract, or within any extension thereof granted by the
Contracting Entity; or The contractor fails to perform any other obligations (s) under the contract: The contractor fails to conform to the quality standards specified by the contract;

Termination for default is also justified in a situation of an anticipated breach of
contract whereby a party to the contract clearly indicates that it cannot or will not
perform on the contract. A written notice should be given of the termination. The
notice must state that the contract is being terminated, the effective date of
termination, the extent of the termination and the reasons for the termination.

Termination for default subjects the contractor to liability as stipulated in the
contract (e.g. confiscation of performance security and/ or imposition of
liquidated damages) Furthermore, it gives a negative connotation to the
contractor's ability to perform future contracts.

10.10.2
Termination for Convenience

The right to terminate a contract when it is no longer in the interest of either of the
contracting parties is generally being recognized. Cancellation or termination
clauses are normally included in contracts. In most contracts, they are, however,
only in favour of the Contracting Entity. The notice of termination shall specify
that termination is for convenience, the extent to which performance under the
contract is terminated and the date upon which the termination becomes effective.

Reasons for termination for convenience could be that a particular requirement is
no longer needed, that budget considerations make termination necessary or that
expected losses could be eliminated. The respective clause does not need to state
the reasons; it manifests the right to terminate without cause. However, adequate
compensation has to be paid in line with the terms of the contracts.

Unless the benefits exceed the costs, termination of the contract for convenience
may not be warranted. One other reason against termination for convenience is its
negative effects in relation to other contracts.
10.11 
Contract Close-Out
Contract close-out is a Contracting Entity's housekeeping exercise governed by
its operational procedures. .Therefore, for small goods contract, close-out
formalities may be completed upon delivery and acceptance of the goods.
However for bigger contracts and especially works contract, contract close-out its
to be undertaken after fulfillment of the contractor's obligation that survive
physical completion, like warranty for large or sophisticated goods contracts or
defects liability period for works and services. Although the Contracting Entity's
interests are protected during these periods by either or both of the performance
security and retention money (or bank guarantee against retention money), the
contractor's commitment to its obligations is still to be monitored and may require
substantial involvement of the Contracting entity. In these cases, contract close-
out can only be undertaken at the end of the warranty/maintenance period.

The contract file must be closed by the CA upon finalization of all administrative
matters related to the contract subsequent to the physical completion or
termination.

A contract is physically complete when all goods, works, and services have been
delivered or performed by the contractor and accepted by the Contracting Entity.

The procedures for contract close-out may vary from one Contracting Entity to
another but activities involved are typically as follows:

•     
Verification of physical completion and compilation of documents to the
effect (as in FIDIC's take over certificate)

•    
Settlement of contractor's claims and abstention of release or discharge by
the contractor from future claims (if deemed necessary);

•     
Receipt of contractor's final invoice (as per FIDIC's "statement at
Completion" and "Final Statement at end of defects liability period);

•     
Processing of final payment

•     
Correction of any deviancies during warranty period or defects liability
period

•     
Release of performance security and/refund of retention money at
expiration of warranty/ defects liability period

•     
Release of audit report by the authorized government auditor

•      
Preparation of evaluation report as to the performance of the contractor to
be used as a future reference

•     
Findings and lessons learned from the particular contract to be used as
guidance for future procurement in order to avoid pitfalls or shortcomings
of the current contract in the future

10.12 
Records Keeping
Record keeping is an integral part of public procurement. The quality of one's
record keeping is also a reflection of his/her professional practice. Good record
keeping is a mark of the skilled practitioners, whilst careless or incomplete record
keeping often highlights wider problems with the individual's practice. A well
maintained system of record keeping is an important management tool. The
records should be factual, consistent and accurate.

Record keeping in most public sector organization leaves much to be desired. It is
a subject that many managers have failed to give requisite attention to or ignored
totally. Documents are filed haphazardly or stacked in different offices.

The ideal situation is for all documents related to a particular contract to be filed
together for easy identification and retrieval.

The following are documents to keep records on;

A procurement entity -shall maintain a record of the procurement proceedings
containing the following information:

(a)   a brief description of the goods, works or services to be procured, or of the
        procurement need for which the procurement entity invited proposals or
        offers;

(b)   the names and addresses of suppliers or contractors that submitted tenders,
       proposals, offers or quotations, and the name and address of the supplier or
       contractor with whom the procurement contract is entered;

(c)   Information relating to the qualifications, or lack of qualifications of
       suppliers or contractors that submitted tenders, proposals, offers or
       quotations;

(d)   the price, or the basis for determining the price and a summary of the other
       principal terms and conditions of each tender, proposal, offer or quotation
       and of the procurement contract if these are known to the procurement
       entity;

(e)   a summary of the evaluation and comparison of tenders, proposals , offers
       or quotations including the application of any margin of preference.

(f)   if the tenders, proposals, offers or quotations were rejected, a statement to
       that effect and the grounds for the rejection;

(g)   if, in procurement proceedings involving methods of procurement other

        than tendering, those proceedings did not result in a procurement contract, a

        statement to that effect and the reasons;
(h)   a statement of the grounds and circumstances on which the procurement

      entity relied to justify the selection of the method of procurement used;

(i)   in the procurement of services the grounds and circumstances on which the

       procurement entity relied to justify the selection procedure used;

(j)   in procurement proceedings involving direct invitation of proposals for

       services, a statement of the grounds and circumstances on which the

       procurement entity relied to justify the direct invitation;
(I)   in procurement proceedings in which the procurement entity, limits

       participation on the basis of nationality, a statement of the grounds and

       circumstances relied upon by the procurement entity for the limitation;
(m) a summary of any requests for clarification of the prequalification or

       invitation documents, the responses received as well as a summary of any

       modification of the documents;

(n)   a record of any complaints received from suppliers, contractors or

        consultants and the responses received.

Records and documents maintained by procurement entities on procurement shall be made available for inspection by the an investigator and the Auditor-General upon request; and where donor funds have been used for the procurement, donor officials shall also upon request to the sector Minister have access to relevant procurement files for purposes of verification and review.

Contract Administrators should endeavor to audit their own records to assess the standard of the records and identify areas for improvement.  Records can be kept manually in filing cabinets or electronically on diskettes or CD Rom. Which ever way one chooses, the information should be accessible when needed.

CHAPTER 11

11. 0 PAYMENTS
Payment conditions must be clearly indicated in the solicitation document and
must comply witlrand give consideration to the following;

•     
Funding agency payment/disbursement procedures;

•    
Contracting Entity's processing time for payment and if applicable, that of the paying office/department;

•     
Usual commercial payment terms for such procurement.  Payment must be effected promptly in accordance with the terms of the contract
since late payment entitles the contractor/supplier to claim interest charges.

According to the pertinent payment clause of the contract, payment may become
due as follows:

•     
Payment on delivery: usually used in the procurement of goods. The                              contractor/supplier's entitlement to payment under this method is triggered by its fulfillment of its delivery obligations according to the contract terms. The delivery obligations of the contractor are specified by the applicable INCOTERMS used in the contract.

•     
Payment against performance milestones; usually used in turnkey and lump sum contracts or in the supply contracts where partial or percentage payments against performance milestones are specified. Additionally, an advance payment upon contract signature may be stipulated and it is necessary that the contract requires the contractor/supplier to produce a bank guarantee against such down payments to safeguard the Contracting Entity's rights;

•     
Progress payment; usually used in ad measurement (unit rates) contracts where payment is made periodically against the exact performance accomplished during the specified period.

In order to process payment, it is necessary to;

•    
Indicate date of receipt of the contractor/suppliers invoice and list of supporting documents;

•     
Check compliance with contract documentation requirements for payment;

For Goods:

•     Authentic original invoice in required number of duplicates;

•     Proof of delivery (shipment documents, end - user receipts etc)

•      Inspection certificate (if applicable)

•      Insurance policy (if applicable)
For Works/Services
•      Detailed invoice with item description, quantity, unit price and total price
       certified by the delegated Engineer or concerned technical officer;

•     Determine amount due to the contractor/supplier (including calculation of
      any applicable retention amount or percentage payment for materials
      delivered to site or refund of advance/mobilization payment);

•     Contracting Entity's processing time for payment and if applicable, that of
       the paying office/department;

•     Usual commercial payment terms for such procurement.
11.1 
Payment Procedures in World Bank Funded Project
After a loan becomes effective, the Borrower is responsible for the
implementation of the project. International financing institutions, hereafter called
the Bank, must ascertain that the project is being carried out properly and that the
objectives for which the loan was made are likely to be met.

The bank reviews progress continuously and ensures that funds are spent only for
the purposes for which the loan was granted.
11.1.1
 Verification Of Invoices And Documentation
Verification of invoices and documentation is often not considered an important
phase of the procurement cycle. However, experience indicates that the
verification and payment phases are indeed important so as to ensure timely
disbursement of funds. It must be noted that unutilized funds are subject to
commitment charges that are costly to the Borrower.

Verification is basically the responsibility of the Buyer, because he is a party to
the contract.  While an International Organization financing a contract will routinely check invoices submitted with applications, they will assume that the Borrower has
verified the document first.

The second part of a procurement cycle is detailed below. This can be illustrated
by the procurement of small equipment on the basis of an open invoice:

a     Bidding procedure terminated;

a     Contract signed, order placed;

a     Equipment taken from stock of manufacturer;

a     Equipment received by forwarder
a     Certificate of receipt (FCR) issued by forwarder and all shipping

       documents sent to supplier.

At this stage the buyer's procurement officer or agency has to verify and give
final clearance for payment, with the following documents in hand:

a)    If the order was placed on terms of payment as cash against documents on
      an FOB basis:

a     The original signed invoice
a     Packing list and Inspection Certificate, when applicable;

a     Forwarder's Certificate of Receipt (FCR).

b)     In case an order was placed as above, but on CIF basis:

 
a   Invoice, packing list and Inspection Certificate, when applicable;

a   Transport documents (Airway Bill, original clean Bill of Lading,

     postal receipt) showing that all costs are paid up to CIF destination

     agreed upon;

a     Insurance Certificate.

These steps preceding payment and the documents mentioned are common
practice in export or import transactions. However, for withdrawal of funds under
a Bank Loan, the procurement officer must also verify in particular that:

a     All documents are complete
a     The order, the confirmation of the order and the invoice concur as regards

      
        the contract number, item specifications, quantities, unit prices, type and

      
        terms of payment.

In case of discrepancies, the procurement in charge of those who compiled the specifications, the purchase order and the terms of delivery and payment, should agree on the action to be taken. Partial payments or the rejection of the full shipment may be the consequence of the above-mentioned plan.

In simple cases when, for example, standard equipment has been delivered, the elements of contract and invoice to be checked or verified are:

a     The physical contents listed on the order and invoice;

a     The total amount to be released for payment, as agreed in the contract;

The SUPPLIER is confident that payments will be made within the agreed period of time (no extra security) after he has turned over the equipment to the forwarder, and the BUYER is confident that upon arrival, the shipment will be complete and as specified in the contract.

Partial payments should be indicated in the terms of payment. For example, a 10% advance payment may be due 30 days after receipt of an invoice, issued on receipt of the order. This arrangement means in practice that partial payment may be made prior to arrival of the equipment at the place of delivery. It is obvious in this case that both parties must act in good faith, and rely on the insurance in case of loss or damage.

When more complex equipment is procured, the number of documents to be verified becomes greater and verification more elaborates. While for the transport phase the type of required documents remains the same, receiving certificates- issued either by specialized firms or by the Buyer's own staff- become essential documents to be verified before payment can be made. As for timing, the contract may stipulate that payments are due:

a     When goods are received according to INCOTERMS (Ex Works, FOB,CIF, CIP,         etc);

a     When goods are received at the point of destination;

a     After commissioning of equipment or plant;

a     By installment.

All such cases require co-operation between procurement and technical staff, otherwise documentation may remain incomplete and delays in payment and loss of funds becomes inevitable.

This applies all the more when goods and services are being procured under a World Bank Loan where documents and invoices, complete and thoroughly verified, are needed as supporting documentation for withdrawal of funds.

The World Bank General Conditions require that proceeds of a Loan or Credit are used only for the purposes for which financing was provided, with due attention to considerations of economy and efficiency and without regard to political or other non-economic influences or considerations. This requires the setting up of adequate financial records at the inception of a project, in accordance with sound accounting practices and subjects to control and verification. It may be a

condition of lending for some projects that a particular accounting policy or
standard is used in order to improve and control the financial performance of an entity

11.1.2 
Preparation of Withdrawal Applications
The World Bank withdrawal procedures described in this section are designated
in such a way as to ensure that the bank abides by its constitution in making
disbursements, that is, that World Bank money is spent for World Bank projects.

Most withdrawal applications are sent by borrowers to the Loan department at
World Bank headquarters. In some cases, however, the Bank makes arrangements
for Borrowers to send applications to Resident or regional Missions to assist in
the review process which can significantly reduce delays in payment.

11.1.3
Withdrawal Procedures
The items that are financed by any loan or credit can be found in the schedule of
withdrawal of proceeds (usually schedule 1 of the loan agreement) which contains
a list of the various categories of expenditure (e.g. civil works, equipments,
consultant services, etc.) that will be financed under a particular project. This
schedule also shows the amount allocated to each category as well as the
percentage of expenditures that will be financed (see example on page 7). The
Borrower must comply with the conditions that funds are only used for purposes
set out in the loan/Credit Documents. Funds can only be withdrawn to meet
project expenses as they are actually incurred.

A procurement officer filling out withdrawal applications should always have the
Loan Documents at hand. These include, principally, the Loan/Credit Agreement
and the General Conditions applicable to Loan/Credit Agreements. Other
references that are particularly helpful are the Disbursement Manual and the
Guidelines for Withdrawal of Proceeds (both Bank publications) once the Loan
Agreement is signed, a Disbursement Letter (see example on page 9) is sent to the
Borrower with instructions on the procedures to be followed in claiming
withdrawals from the Loan. When the Loan becomes effective, disbursements
may begin. At that point, a Borrower has two options: first, to withdraw funds
from a Loan Account, depending on whether payment is to be made to Borrower
or to a third party upon his instructions: second, to commit funds for future
payments under a Letter of Credit requiring a guarantee.

11.1.4 
Types Of Procedures
The reimbursement procedure applies to payments that have already been made
by the Borrower for goods, works or services. Request for reimbursement will
usually involve several items for one or more categories and, therefore, in
addition to the standard application form, summary sheet(s) may be needed to detail the expenditures. Separate summary sheets should be used for each
disbursement category. Separate applications are required for each currency
requested (see example of Form 1903, pages 15-29) The direct payment procedure allows the Borrower to request that a payment be
made to a third party-usually a supplier or consultant (see example of Form 1903,
pages 15-29).

11.2 
Special Commitment
Borrowers frequently need to open a Letter of Credit to finance the purchase of
goods under a project. When a commercial bank in the supplier's country is
unwilling to open advice or confirm a Letter of Credit without some guarantee or
security, the World Bank, at the request of the borrower, has a Special
Commitment Procedure under which it can provide the commercial bank with the
guarantee it requires.

A Borrower who wants to use this procedure applies to the World Bank using
Form 1931 (see example on page 30). When approved, the World Bank sends its
Special Commitment to the negotiating commercial bank indicated in the letter of
Credit. After negotiation of documents and payment to the supplier for amounts
due under the terms of the Letter of Credit, the commercial bank requests
reimbursement from the World Bank.

11.3  
Statement of Expenditure
Applications for withdrawal of proceeds always require justification by the way
of supporting documents. Normally they must be presented to the World Bank
together with the related application for withdrawal. However, if agreed between
the World Bank and the Borrower, no documents have to be submitted if the use
of Statements of Expenditure (SOE) has been approved. In such cases, the
relevant documents supporting with withdrawal request are retained by the
Borrower and made available for inspection by the World Bank during
supervision missions. The SOE procedure is primarily used for those expenditures
where the submission of the documentation would be impractical. Special
summary sheets are designed individually to meet the requirements of each
project. Examples are attached on pages?

To summarize, the respective disbursement forms are:

a)    
Application for withdrawal (Form 1903). This is used for reimbursing the Borrower for payment already made or for direct payment by the Bank to a third party;

b)   
 Application for Special Commitment (Form 1931) to cover a commercial bank under a Letter of Credit.

 Details on how to fill out these various forms are given in the World Bank's
Guidelines on Withdrawal of Proceeds of IBRD Loans and IDA Credits, Annex 2.

11.4 
Special Account
This procedure calls for an advance disbursement from the Loan Account, which
is deposited in a Special Account established by the Borrower for the exclusive
use of the particular project. This account is normally held in a commercial bank
in a convertible currency. The World Bank's share of financing, in both local and
foreign currencies, for eligible expenditures under the Loan Agreement. The
purpose is to help the borrower overcome cash flow problems.

The objectives of Special Account are to:

a)    
Reduce delays in payments;

b)    
Provide foreign exchanges for the project;

c)  
Reduce the number of withdrawal applications submitted to the World
Bank;

d)    
Improve information on payments for the Borrower; and

e)    
Reduce the number of documents to be sent to the World Bank, especially
when the SOE procedure is used.

Through the standard Application for Withdrawal (Form 1903) the Borrower
requests the initial deposit to the Special Account. At periodic intervals, the
Special Account should be replenished so as to maintain adequate funds to meet
project expenditures as they become due.

Towards the end of the project, the Special Account should be closed and the
amount of the initial deposit be fully documented.

11.5  
Checklist for Request to Release Funds
a)   Applications showing the currency and amount required and complete
instructions for payment;

b)         Signature of person duly authorized by the Borrower to withdraw funds;

c)  
Sufficient funds in the specific disbursement category of the Loan
Account to cover the payment or commitment;

d)   
Compliance with the Loan Conditions;

e)    
Procurement regulations have been followed;

f)     Documentation covering the purchase of goods and services (except in the
case of SOE).

11.6 
Payment Delays
To ensure the success of a project both the borrower and the Bank want to see the
process of payment and withdrawal submission going smoothly. In order to
maintain a steady pace of disbursement, the World Bank has simplified its
withdrawal procedures, thus reducing the time necessary to process applications
received. However, much more could be done to improve the quality of
withdrawal applications sent by Borrowers. Well-informed procurement staff are
in an excellent position to help identify payment delays, quickly locate the
obstacles provide adequate solutions.

 Reason For Delays
Delays in payment from Bank Loans have become frequent in recent years. This
is in part due to the increased use of procedures designed to speed up
disbursement, e.g. Special Account, Statement of Expenditures (SOE), etc).

There is, however, still room for improvement. Too many applications received
by the World Bank are referred back to the Borrower because of inaccuracies or
lack of supporting documentation.

Some of the reasons for delays are listed below:

i)     On the Borrower's side:
a)       
Invoices received late by the Borrower for internal reasons;

b)     
Pre-inspection of goods not arranged for in due time, therefore shipment and consequent payments could not be made;

c)   Withdrawal application incorrectly completed and returned by the
Bank to the Borrower, for example when: a Payment requested in mixed currencies a Payment requested in favor of multiple beneficiaries

d)   Funds in a Special Account depleted and replenishment request
made too late;

e)     
Funds for co-financing agencies not available;

f)     
Goods inspected found not to be in accordance with specifications
(with holding payments justified, but supplier not notified);

g)   
 Import license not obtained in time;

h)    
Delay in opening a Letter of Credit or delay in requesting World
Bank to issue Special commitment covering a Letter of Credit.

ii)    On the World Bank's side
a)     
Missing documents in the submission of withdrawal Applications;

b)    
Lack of authorized signature or non-advice of change thereto;

c)     
Illegible signature;

d)     
Inability to identify the currency of payment;

e)    
Incomplete payment instructions;

f)     
Lack of supporting documentation, such as missing copy of Letter  of Credit when applying for a Special Commitment;

g)     
Claims which include the Borrower's imposed taxes, not eligible
for World Bank financing;

 h)    
Claims using the wrong disbursement percentage;

  i)     
Goods and services originating from ineligible supplying
countries;

             j)    
Retention payment or other payments due after Loan Closing Date;

k)     
Slicing of contracts to avoid World Bank procurement prior review
limits.

The above list is almost certainly incomplete and any experienced procurement officer would be able to add quite a few more reasons for payment delays.

So, what can be done to avoid payment delays in Bank financed projects?  Procurement staff and supplier can both help speed up the process, for example:

Procurement staff
a)  
Staff must not have the wrong idea that payment delays save money. In a properly prepared project the timing of progress in project execution and implementation should be in line with a disbursement schedule. The success of the project may even
depend on payments to suppliers or contractors being made on time. Staff should know that undisbursed funds carry a commitment charge;

b)     
Staff should participate in project preparation at an early stage to comment on and be prepared for the proposed disbursement procedures. They should assess their ability to handle disbursements and withdrawals according to the agreement between the Borrower and the Bank (training of procurement staff and complete information on the project may be required prior to the implementation phase);

c)     
Staff should adopt systems and procedures to ensure that invoices and supporting documents can always be located quickly for reference;

d)     
Staff should request explanation and quick action by technical staff in case goods or services are not acceptable to the Borrower so that the supplier or Contractor can be notified;

e) 
Staff should hold conferences and/or issue internal progress reports. Wall charts to follow the project's implementation together with the disbursement situation are useful;

f)     
All concerned should be aware of Loan Conditions

Suppliers
a) 
Suppliers should be aware of the existing procedures established by the World Bank and similar institutions to enable a Borrower to provide early payments after delivery of goods and services and trust in the agreed contract terms, e.g. receiving payments within
the time limits after delivery and acceptance;

b)  
In cases where contracts are signed and orders are placed by execution agencies (ILO, WHO, FAO, UNESCO), suppliers, in fact, receive payments regularly according to agreed terms.

c)  
Normally, suppliers act in good faith when making deliveries to government agencies in developing countries. Due to competition on the World market-especially in the equipment sector- they prefer not to add additional charges for interest to compensate for
late payments on ex-factory prices. If a buyer, despite available funds, is late in making payments, suppliers may not participate in future bidding.

To conclude, accuracy is the key note which ensures timely withdrawal of funds, along with correct references to relevant documents and clear payment instructions.

CHAPTER 12
12.0 
TRADE TERMS
Procurement officers must have an understanding of the trade terms that have been developed as instruments for an efficient division of cost and responsibility for making delivery arrangements between buyers and sellers in international sales transactions.

12.1  
Incoterms^
In recent times it became a source of worry as to the complexities in applying different trade terms in the delivery of goods across national boundaries. The problems inherent in this form of international transaction therefore gave birth to INCOTERMS which reduced to a minimal degree the differences between  International trade and national ones. Incoterms are a purely contractual devise requiring the consent of both parties for their application. In addition, these set of rules describe only the minimum obligations of the seller in those instances when the sellers obligations vary according to custom in different countries. The purpose of INCOTERMS therefore, is to provide a set of International rules for the interpretation of the most commonly used trade terms in foreign trade.

12.1.1 Categories of Trade Terms
The terms have been grouped in four basic categories:-
i)     The only term whereby the seller makes the goods available to the buyer at the         sellers own premises (the E-Term Ex works)

ii)    The situation where the seller is called upon to deliver the goods to a carrier appointed by the buyer (The F-term FCA, FAS and FOB)

iii)    The C-terms where the seller has to contract for carriage, but without assuming the of loss of or damage to the goods or additional costs, due to events occurring after shipment and dispatch (CFR,CIF,CPT and CIP)

iv)    Finally, the D-terms whereby the seller has to bear all cost and risks needed to bring the goods to the country of destination (DAF,DES,DEQ,DDU and DDP)

12.1.2 
The 'E' Term
Ex works means that the seller fulfills his obligation to deliver when he has made
the goods available at his premises (ie works, factory, warehouse,) to the buyer. In

particular he is not responsible for loading the goods on the vehicle provided by
the buyer or for clearing the goods for export, unless otherwise agreed, the buyer
bears all the costs and risks involved in taking the goods from the sellers premises
to the desired destination. This term thus represents the minimum obligation for
the seller. This term should not be used when the buyer cannot carry out directly
or indirectly the export formalities. In such circumstances, the FCA Term should
be used.

12.1.3
The T' Terms
The FCA term could be used whenever the seller should fulfill this obligation by
handing over the goods to a carrier named by the buyer. It is expected that this
term will also be used for maritime transport in all cases where the cargo is not
handed to the ship rail. Needless to say the, traditional FOB term is in appropriate
where the seller is called upon to hand over the goods to a cargo terminal before
the ship arrives, since he would then have to bear the risks and costs after the time
when he has no possibility to control the goods or to give instructions with respect
to their custody.  It is emphasized that, under the F-terms the seller should hand over the goods for as instructed by the buyer, since the buyer would make the contract of
carriage and name the carrier.

12.1.4 
The 'C Terms
Under the C-terms the seller must contract for carriage on usual term at his own
expense. Therefore a point up to which he would have to pay transportation costs
must necessarily be indicated after the respective C-term. Under CIF and CIP
terms the seller also has to take out insurance and bear the insurance cost. The C-
terms are of the same nature as the F-terms in that the seller fulfills the contract in
the country of equipment of dispatch. While the seller will have to pay normal
transportation for the carriage of the goods by a usual route and in a customary
manner to the agreed place of destination, the risk for loss of damage to the
goods, as well as additional costs resulting from events occurring after the goods
having handed over for carriage, fall upon the buyer. Hence, the C-Terms as
distinguished from all other terms contain two "critical" points one for the
division of costs and another for the division of risks.

12.1.5
The 'D' Terms
There is a distinction between the 'D' term and 'C' terms, since the seller according to the 'D' terms is responsible for the arrival of the goods at the agreed place or point of destination. The seller must bear all a risks or costs in bringing the goods there to. Hence, the 'D' terms signify arrival contracts, while the 'C' terms points to shipment contracts. The 'D' terms fall into two different categories. Under DAF,DES and DDU the seller does not have to deliver the goods cleared for import, while under DEQ and DDP he or she would have to do so.  Please see diagram in Appendices (2 ).

12.2  Freight Forwarding and Clearing
One category of expects with which procurement agencies might consider
establishing permanent collaboration is the freight forwarders (clearing and
forwarding agents). The freight forwarder can assist buyers who prefer to take
delivery on FRC or FOB basis to work out proforma calculations on various
modes of transportation. At a later stage, the freight forwarder can arrange with
carriers, call the goods forward from suppliers, coordinate and consolidate part-
shipments, supervise loading and discharging operations, issue and check the
many transport documents, make freight payment on behalf of the shipper and
keep him informed of expected arrival of the goods. The freight forwarder's services are particularly valuable for clients in land- locked countries and for other clients for whom combined transport operations need to be organized.  Very often, freight forwarders act as insurance brokers. They may also be able to offer services related to the inward clearance of shipment in the country of destination or at least have a working arrangement with a local customs broker. It is usually possible and advisable for procurement agencies, should they wish to establish more permanent collaboration with a freight forwarder, to choose a firm which has a wide network of offices in exporting countries, thus saving the buyer the effort of dealing with different freight forwarders in different supplier countries.

Their knowledge of port practices and requirement, as well as custom rules, regulations and tariff structures, can be very helpful in getting goods cleared quickly and efficiently.

Freight forwarders usually work on commission basis. In most trades, they receive a forwarder's commission from carriers ranging from one to five per cent of the freight payable. For such services as customs clearance, packing and cartage, a fee based on the weight of the goods is usually charged, and for documentary work, a flat fee is charged for each type of document issued. Given the multiplicity of charges and the possibility of duplicate charges on shipper and
carrier, any procurement agency that may wish to establish a more permanent relationship with a freight forwarder ought to insist in the first place on complete information on all charges directly or indirectly payable to the freight forwarder ' for the services rendered to his client. It is normal practice that freight rates and related cost are negotiated.

Where the award is on C&F/CIF basis, as soon as the shipping documents are received, the Clearing section should make the necessary applications for  exemption from duty (if needed) or may go ahead and process the necessary documentation needed to clear the goods. The buyer should be proactive so as to clear the goods from the port as soon as it arrives.

CHAPTER 13
13.0 
PROCUREMENT OF CONSULTANCY SERVICES
This chapter covers the guidelines for the procurement of consultancy services.
Consultancy services referred to herein are those of intellectual and advisory
nature and can be differentiated from other physical or technical services such as
operations and maintenance of equipment and facilities, surveys, and aerial
photography.

Prior to the issuance to consultants of any request for proposals, the proposed plan
for the selection of consultants under the project shall be furnished to the funding
Agency for its review and approval, in accordance with the provisions of the
Guidelines for the selection of Consultants.

13.1 
Procurement Methods
The following procurement methods shall be used.

(a)    Competitive Bidding

(b)    Single Sourcing

13.2  
Competitive Tendering
This is the most preferred method of selecting consultants. It ensures that all
consulting firms have an equal chance of being selected for any assignment.
Competitive selection also provides for transparency and efficiency in
procurement of services. Four main types of competitive selection shall be used;

(a)    Competition on the basis of technical proposals and cost;.(QCBS)

(b)    Competition on the basis of technical proposals only; (QBS

(c)    Competition on the basis of minimum qualifying mark (technical) and
                      then the least lowest cost proposals;

(d)    Selection based on Consultants qualifications;

13.2.1 
Preparation of a Short list
Competitive bidding shall be by way of requesting technical and financial proposals from a list of three (3) to six (6) firms or individuals. The short list should not mix individuals and firms for the same assignment.

The short list should be prepared from Procuring Entity's Consultancy database or
by contacting those with information on relevant consultants or by way of
advertising to the public for expression of interest in the particular assignment.  -

 Expression of Interest
For all large contracts above the threshold specified in chapter (5), the Procuring Entity shall advertise in at least one national daily of wide circulation. The advert shall state the intention of Procuring Entity to produce Consultancy services and to invite interested consultants to be considered for short-listing for an intended assignment. A brief outline of the assignment shall also be stated in the advert.

Sufficient time of not less than 30 days shall be provided for responses, after
which a short-list shall be prepared.

 Invitation to Bid
The short-listed firms or individuals shall be invited to submit proposals on the basis of a Letter of Invitation and Terms of Reference of the particular assignment.

The proposals shall be evaluated on the basis of information provided in the
Letter of Invitation.

13.3 
Single Sourcing
Single source does not provide the benefits of competition with regard to quality and cost. It also lacks transparency. Therefore Single sourcing should be used in exceptional cases.

Single Sourcing may be appropriate only if it presents a clear advantage over competition and specifically in the following instances;

(a)   
If the assignment is a natural continuation of a previous work carried out
by the specific firm..

(b)   
In cases of emergency or national disaster where rapid selection is
essential.

(c)    
For very small assignments.

(d)   
 In situations where only one firm is qualified or have experience of
 exceptional worth for the assignment.

Use of Single Sourcing must be approved by the Procurement Committee (PC).

The Comparative Selection Process
The selection process shall include the following steps:

(a)    Preparation of Terms of Reference (TOR)

(b)    Preparation of Cost Estimates and Budget;

(c)    Advertising for Expression of Interest (if required);

(d)    Preparation of the short list of consultants;

(e)    Preparation and issuance of the Request for Proposal (RFP)

(f)    Receipt of proposals;

(g)    Evaluation of Technical proposals and quality consideration;

 (h)    Public opening of financial proposals;

(i)    Evaluation of financial proposal

(j)     Final evaluation of quality and cost; and

(j)    Negotiations and award of the contract to the selected firm.

13.4.1
Preparation and Issuance of the Request for Proposal
The RFP shall include (a) a letter of Invitation, (b) Information to consultants, (c) the TOR, and (d) the proposed contract. Borrowers shall use the applicable standard RFPs issued by the Bank with minimal changes, acceptable to the Bank, as necessary to address project-specific conditions. Any such changes shall be introduced only through the RFP data sheet. Borrowers shall list all the document included in the RFP. The Borrower my use an electronic system to distribute the RFP, provided the Bank is satisfied with the adequacy of such system. If the RFP is distributed electronically, the electronic system shall be secured to avoid modifications to the RFP and shall not restrict the access of short listed  consultants to the RFP.

13.4.2
Terms of Reference (TOR)
TOR shall define the objective, scope of services, employer's inputs available data and consultants' output. Consulting firms may comment on the TOR and -offer suggestions for consideration.
13.4.3
Preparation of Cost Estimates and Budget
After preparation of the TOR, the procuring agency shall prepare Cost estimates of the assignment. The Cost Estimates shall include the staff cost and other reimbursable expenses. The Cost Estimate should enable the Procurement Agency to determine the availability of funding and the procurement method required.

13.4.4 
Letter of Invitation (LOI)
LOI shall state the intention of the Borrower to enter a contract for the provision of consulting services, the source of funds, the details of the client and date, time and address for submission of proposals.

13.4.5 
Instructions to Consultants (ITC)
Instruction to Consultants (ITC) shall contain all necessary information that will
help the consultants prepare responsive proposals and shall ensure enough transparency as much as possible to the selection procedure by providing adequate information on the evaluation process and by indicating the evaluation criteria and factors and their respective weights and minimum passing quality score. The ITC shall indicate an estimate of the level of key staff inputs (in staff time) required of the consultants or the total budget, but not both. Consultants, however, shall be free to prepare their own estimates of staff time to carry out the assignment and to offer the corresponding cost in their proposals. The ITC shall specify the proposal validity period, which should be adequate for the evaluation
of proposals, decision to award. Bank review, and finalization of contract negotiations.

13.4.6 
Submission of Proposals
The time allowed for submission of proposals shall depend on the nature of the assignment, but shall not be Less than two weeks. The Procurement Agency shall allow enough time for consultants to prepare and submit their proposals. If necessary, the Procurement agency shall extend the deadline for submission of proposals.

No amendments to the technical or financial proposals shall be accepted after the
deadline for submission of proposals.

13.5  
Evaluation of Proposals
13.5.1 
Quality and Cost Based Selection (QCBS)
The evaluation of the proposal shall be carried out in two stages: first the quality and then the cost. Evaluators of technical proposal shall not have access to the financial proposals until the technical evaluation, including any Bank reviews and no objection, concluded.  Financial proposal shall be opened only thereafter. The evaluation shall be carried out in full conformity with the provisions of the RFP.

(a)   
QCBS is a competitive method of combining quality and cost of services
in the selection of the firms. The relative weight to be given to quality and
cost shall be determined for each case depending on the nature of the
assignment. However, cost, as a factor of selection shall be used
judiciously.

(b)    
The total scores shall be obtained by weighting the quality and cost score
and adding them together. The weight assigned to the cost and price shall
be determined by the relative importance of quality in the assignment.

(c)    
In any case, the weight of cost shall range between 10 to 50 points out of
100.

(d)    
The technical proposals shall be evaluated taking into account several
factors but including the following;

(i)    the consultant's experience               (5 to 10 Points)
           (ii)    the quality of methodology               (20 to 50 Points)
           (iii)   the key professional staff               
(30 to 60 Points)
            (iv)   transfer of knowledge & skills           (0 to 10 Points)
            (v)    Local participation                       
  (0 to 10 Points)

13.5.2
Least Cost Selection (LCS)
(a)    
LCS method places high emphasis on cost. This method is more
appropriate to the selection of consultants for assignment of a standard or
routine nature where well-established practices and standards exist.

(b)    
Where technical and financial proposals are required proposals shall be
submitted in two sealed envelopes, one for technical proposals and the
other for financial proposals. The technical proposals shall be submitted
unmarked.

(c)    
The technical proposals shall be opened first and evaluated. Those firms
securing less than the qualifying score specified in the LOI shall be
rejected and their financial proposals returned unopened.

(d)    Firms that obtain the pass score shall have their financial proposals opened
             in the presence of the firms that may wish to attend.

(e)  The firms scoring the highest score in accordance with the criteria
specified in the LQI shall be invited to negotiate the contract.

13.5.3
Quality Based Selection (QBS)
 The main factor in QBS is one of quality. This is appropriate for the following
 types of assignment;

(a)    Complex and/or highly specialized assignment for which it is difficult to
 

 define a precise TOR and the consultant is expected to demonstrate
                           innovation in the proposal.

(b)    Assignment for which the objective demands the procurement of the best
                          in the field (e.g.) Dams, Economic Policy Studies, Management advice.)

(c)         Assignment that can be in substantially different ways.

(d)    
Firms scoring the highest score on the technical proposals (provided the score is above the pass mark) shall be invited to negotiate a contract.

Selection Based on Consultant's Qualification

This method is appropriate only for assignments for which the need for preparing
and evaluating competitive proposals is not justified.

(a)   
In such cases, the Borrower shall prepare the TOR, request for expression of interest and information on Consultants experience and competence relevant to the assignment.

(b)    
A short list shall then be established and the firm with the best qualification and references shall be selected.

(c)    
A short list then be established and the firm with the best qualification and reference shall be selected.

(d)    
The selected firm shall be asked to submit a combined technical and financial proposal and then be invited to negotiate the contract.

13.6 
Negotiation of Contract
(a)    
Negotiation is expected to ensure agreement on all points and to end in a contract. Negotiation shall include discussions on the technical proposals, the proposed methodology (Work Plan), staffing and any suggestions that may be made by the firm to improve the TOR. The Procurement Entity and the firm shall then work out the final TOR, staffing, scheduling of work and clarify (if any) all financial negotiations tike tax and mode of payment. Major reductions in work input should not be made solely to meet the budget. The final TOR and the agreed methodology shall be incorporated in the contract.

(b)        The selected firm should not be allowed to substitute key staff, unless both parties agree that undue delay in the selection process makes such substitution unavoidable or that such changes are critical to meet the objectives of the assignment.

(c)    
Where the selection process requested for financial proposals the negotiations shall not include rates proposed by the firm.
13.7 
Award of Contract
After conclusion of negotiation the contract may then be awarded. The Procurement Entity shall promptly notify other consultants on the short list that they were unsuccessful.

The successful firm is expected to commence the assignment on the date and at
the location specified in the contract

13.8 
Consultant Data Bank
All the Procuring Entities shall establish and maintain a database on all consulting
firms that deal with their outfit.

13.9 
Performance Rating
On completion of the contract the consultant's performance will be assessed to determine if his/her work has been satisfactory. The consultant's name shall be maintained on the consultant's data bank kept by the procurement unit if performance is found to be satisfactory or otherwise black instead for non performance from the database and will not be considered for any future contract.

CHAPTER 14
14.0 
CODE OF ETHICS IN PUBLIC PROCUREMENT
Definition of Code of Ethics
It is the adoption of good moral approach best acceptable in the performance of ones duties in any assignments which produces output/result without any blemish.  Simply put it is the highest level of attitudinal behavior inherent in an individual’s ways of doing things, which is devoid of any corrupt or fraudulent practices. This calls for utmost circumspection, sober reflex ion in ones ways of discharging official responsibilities in a fair, selfless, and patriotic, impartial and transparent manner without any material or financial gains in return.

The Phenomenon of Corruption
Corruption is the act of offering, giving, receiving, accepting or soliciting of anything of
material value to influence the action/decision of a public official in the discharge
of his/her official duty to the detriment of the state. In short it is the use of entrusted power to attain private gains (misapplication of entrusted government public founds). 

There is hardly any country in the world, which has escaped the incidence of corruption in public procurement. Much corruption is said to go on unchallenged, sometimes because of the lack of evidence, sometimes because corruption exists at the very highest levels of government. Efforts to combat corruption are normally met with difficulties in terms of differing cultures. For example in some cultures, giving and receiving of gifts are accepted norms in the discharge of duties by senior public officials, inrespective of such officials; social status. 

Corruption comes in many forms just to cite a few examples: Falsification of documents, misrepresentation of facts, kickbacks on contracts, taking or receiving of bribes, colluding with contractors, conflict of interest forged arithrretical corrections, insertion of documents such as Bid securities, tax clearance certificates which were not present or recorded at Bid opening, requests for clarifications in a manner giving unfair advantage to a bidding, skewing specifications in favour of a particular make/brand, disclosure of official information,  etc The process for contract award must therefore be free, fair and transparent.

The Phenomenon of Fraud
Fraud is the act of misrepresentation of facts in order to influence the decision making of a public official in the discharge of his/her official duty to the detriment of the state. Drawing of false conclusions for recommendation, for award of contract on the premise favoritism, thus impairing fair, opened and transparent competition In public procurement this act defeats the purpose for competitiveness of the procurement process thereby depriving the state of the benefits of efficiency and economy in public expenditure. The essence of achieving value for money is thus defeated. The scarce resources of the state are wasted and an individual am illegal wealth.

Combating Corruption
The need to fight / combat corruption cannot be over emphasized. For it is very damaging to the public procurement process. It reduces confidence in governance and tends to slacken competition for government contracts and renders public procurement not only less economical but also not attractive to well qualified contractors/suppliers and consulting firms. It leads to waste of state resources and impedes governmental development in general.

It is therefore imperative to have well informed control measures in place as a guide to all public officials involved in the public procurement management of any one state so as to reap the benefits of free, fair and open competitive procurement process. This calls for code of Ethics based on good moral and virtuous practices, on the part of all procurement practitioners.

14.1 
Anti - Corrupt Measures
Compliance with anti-corruption programmes is mainly a management problem, be it the government purchasing or on the side of suppliers/contractors suppling or providing services to government. Management must show commitment to the policy of strict adherence to the rules and must disseminate it to its employees on the policies, objectives and procedures in place to combat corrupt practices. Employees must be made aware of all legal consequences involved, such as criminal penalties, damages and loss of job or loss of approved status. Management must identify potential 'trouble spots' areas and introduce early warning mechanisms.

The most effective anti-corruption measure in the procurement process is the control exercised by the competitors themselves, through public bid opening and through complaints. Whatever is witnessed at public bid openings and captured in minutes cannot be subsequently ignored. Access to information and documentation regarding the public procurement process should be a policy objective. Only the salient aspects leading to award of contract should be kept secret until award is made.

Effective procurement audit procedures can also serve as deterrent to corruption. Auditors
need to be given powers to make unannounced investigations and have full access to documentation. The independence of the auditors needs to be preserved.

Managers and auditors need to be observant of the following indications of potential unethical practices within procuring entities:

•     the extent of competition for contracts, in general or particular case;

           •      the history of questionable business practices in the country concerned

      and in the relevant branches, the procuring institutions and the business communities;

           •     The bargaining position of the parties to the contract;

           •     Level of experience or competence of procurement staff in terms of
                  training;

           •     Level of staff remuneration lending to temptations;

           •      Over reliance on traditional suppliers/contractors; likely to lend to acquisence;

•     The choice of an unusual contract structure, including unusual payment terms;
            •     Conduct of officials responsible for procurement; -
•      Opulent life style of procurement officials. (Ostentatious or extravagant life style of practitioners.                                          

A government might wish to organize a meeting with representatives of the private sector, civil society groups, for an informal discussion about its own assessment about the potential character of corrupt practices and the means, which government and business could adopt in order to detect and avoid such practices.

14.2 
Code of Conduct
A code of professional behavior/ conduct for public procurement officials should generally inspire high ethical standards. Officials should be held generally to be loyal to their employer and avoid conflicts of interest. They should undertake to observe the following rules:
 Confidential Information
Officials must not disclose to any third party confidential or proprietary
information, whether such disclosure is for direct personal gain, to benefit others
or for any other purpose.

Supplier Relationships
Officials must avoid conflicts between their personal financial interests and their
official duties. To that effect they, and their immediate family, must abstain from
owning a debt or equity interest in a company supplying goods or services to their
own agency or accepting to serve as a director or employee of such a company.

 Gifts and Entertainment
Officials must not accept, directly or indirectly, any gift (including any gratuity,
favour, entertainment, loan, or other considerations) with a value in excess of a
certain amount of money (which should be set at a low level having regard to the
overall situation in the country concerned) from any person or entity which has or
seeks to obtain a contract with their own agency.

 Goods and Services
Officials and their immediate families must not sell or supply goods and services
to their own agency.                             
           Moral Conduct

Procurement practitioners must exhibit highest degree of moral uprightness both at     official work place and at home, He must be impartial, fair and firm. He must eschew all parochial interests when it comes to discharge of official assignments always placing the national interest above personal interest gains.

Now Discritrinatory: Procurement practioners must respect human dignity and human rights of all persons without discrimination on grounds of race, sex, marital status, nationality, ethnic origin, physical or intellectual impairment, religious or political conviction/affiliation or other impairments.

Diligence

A procurement practitioner must apply his or her full efforts to the performance of his or her official assignment and use official time judiciously, prudently, productively and efficiently by discharging official assignments in a timely manner.

Objectivity

Procurement practitioner must be objective in carrying out his/her official business. He/she must purge him/herself of any acrimonious intensions, prejudices, biases especially when it comes to critical examination of bids leading to award of contracts or determination of contracts.

Openness (Transparent)

Procurement Practitioner must be open/transparent as much as possible in all his/her decision-making. All decisions actions must be based on documentary evidence. He must not resort to making decisions based on extrinsic information at the expense of potential bidder or supplier. All bidders or potential suppliers must be given equal treatment based on the facts submitted in documentary form.

Confidentiality

Procurement practitioner must be confidential, loyal, trustworthy and reliable. He/she must not divulge confidential information on bidder/suppliers to unauthorized persons in the course of his/her duty either out of love/pity or for financial or material gain. Must keep issues concerning procurement secret until vital procurement exercise is over and award is made.

CHAPTER 15

15.0 
STORES MANAGEMENT
This chapter deals with best practices in the store/warehouse, which is meant to
ensure cost effectiveness of the store function.  Stores constitute a large amount of public expenditures. Regrettably, there is no date in most public institutions indicating how much public funds are held in stores. Stores facilities need to ensure safety of goods and workers. Buyers most often than not, procure without recourse to storage facilities. There should be a deliberate effort to avoid waste in public stores, resulting from poor storage
facilities, poor stores organization and lack of proper records keeping.

15.1   
Receipt of Stores
The Storekeeper prior to the arrival of the goods should receive a copy of the Contract or Purchase Order so as to prepare adequately to receive the goods.

a)     
Upon delivery of stores, the storekeeper or stockholder shall check it for quality    and quantity against the contract and / or purchase order.

b)    
The storekeeper or stockholder shall record the information in the Stores Receipt Voucher (SRV) or Goods Receipt Note (GRN) as the case may be and note any discrepancies or damages etc. Any goods that do not comply with the Contract/Purchase order should be rejected immediately and returned to the supplier. If the goods are imported, the goods should be set aside and a report made immediately and forwarded to the Procurement Entity for them to inform the supplier.

c)     
The Storekeeper after taking delivery distributes the suppliers invoice, a
copy of the Contract/purchase Order, the waybill covering the goods and
the SRV/GRN as follows;

i)     
Original and Copy to the Procuring Entity for verification and
approval for forwarding to the Accounts Section for payment to be
effected.

ii)    
One copy to the head of the User Agency with a report on the
condition of the goods delivered to enable the agency close its
procurement file.

iii)    
The last copy shall be held by the storekeeper or the stockholder on
his file.
d)     In case of non-delivery, damage, shortage or excess delivery, the
                     storekeeper shall prepare a report and distribute as in © above.

15.2 
Storage of Goods
In order to maintain the quality of the goods whiles in the store, the goods should be stored in the right ambient conditions. There should be enough ventilation in the store so as to preserve the shelf life of the goods.

The goods should be stored on wooden Pallets, Shelves, Racks etc and never on the bare floor.

Hazardous goods should be segregated and labeled to prevent damages and accidents.

15.3 
Safety Of Goods
Goods should be kept in well-secured stores safely located. Extra security arrangement should be put in place when high value goods are in store. Adequate fire fighting equipments and fire exits should be provided.

15.4 
Accountability of Stores
Sound stores management that includes regular stocktaking discourages theft. The Heads of Agencies shall be accountable for the proper care, custody and use of the public supplies and equipment from the time of acquisition until they have been used or otherwise disposed off in accordance with these procedures.

15.5 
Issue of Stores
Where goods are being issued out for public use, the storekeeper shall satisfy himself;

a)
 that the requisition has been signed by an officer authorized to do so;

b)
 the requisition is made within the normal supply that;

i) 
the supplies are not intended for the build up of unauthorized stock at the         operating level.
           
ii)  
Quantities are within the limit of the original supply programme or have been otherwise pre-arranged.

c)     
the stockholder may reduce the requisition or offer suitable alternatives or
shall advice otherwise, if he/she is not satisfied with the requisition, or if
the requisition is likely to deplete his/her stock, he/she may defer the issue
until replenishment is secured.
15.6 
Disposal of Stores
An effective disposal policy ensures transparency in the process, protects the organization from possible fraud or wastage and release both warehouse space and money otherwise locked up in the stocks for further use.

When stocks become obsolete, redundant and unserviceable or surplus to requirements, the items should be disposed off in an orderly and systematic fashion as follows;

a) 
Heads of Agencies shall arrange for periodical survey at quarterly interval of all stocks and equipment held by their departments to ascertain whether any item have become surplus, obsolete, or unserviceable to requirement.

b) 
Equipment becoming permanently unserviceable or reaching a state in which it cannot be used economically or safely shall be taken out of use and placed in secured custody.

The survey shall be undertaken by a team composed of the following;

a)          A representative from the Agency's Administration/Finance department.

b)         The Storekeeper or Stockholder.

c)         A senior officer from any public or private institution with special knowledge of the items to be surveyed shall be invited to act as a technical person to the committee. The technical person shall inspect the goods or equipment to ascertain their serviceability or otherwise.

The reason for any item becoming surplus, obsolete and unserviceable shall be explained and recommendations submitted on the mode of disposal as indicated above.

The report of the survey shall be submitted to the Head of Entity. Upon receipt of  the report of the survey, the HOE shall instruct the Procurement Unit to dispose off or supervise the disposal of the equipment or supplies in accordance with the recommendations of the survey team.

The Procurement Unit shall effect disposal in any of the following ways;

a)
Transfer to other government departments with or without financial
adjustment as may be directed;

b) 
Sale by Public tender;

c)     
Sale by Public auction;

d).    
Disposal by dismantling and use as spares for other government
properties;

e)    
Dumping and destruction.

                                                                       Chapter 16
16.0 
STAFF DEVELOPMENT AND TRAINING

This chapter examines the staff development and training aspect of public              procurement practitioners.

In order to implement the public procurement regime, there is also an obvious
need to devote time and efforts at training and professional development of staff
concerned with public procurement.

Staff development and training can become useful tools in overcoming poor
public procurement performance. They need to be built, however, on a systematic
analysis of:

•     
The nature and causes of problems encountered in public procurement;

•     
The extent to which staff development and training activities can help
overcome those problems;

•     
The recruitment and promotion policies for staff concerned with
procurement;

•      
The definition of target groups for training;

•      
The analysis of training needs and opportunities for staff in those target
groups;

•     
The identification or design of training programmes which meet those
needs in terms of:

a)     relevant subjects,

b)     good trainers,

c)     efficient training methods,

d)     adequate training materials and generally,

e)     an inspiring training environment.

The creation of a structured procurement cadre, with decent promotion prospects, and given adequate working conditions and facilities, can be effective as a staff development instrument.

Staff who has gained particular knowledge of products and services in the course of their education and work in particular sectors for example, the Pharmacist for the procurement of drugs; Civil Engineer or architects and Quantity surveyors for civil works need to have the formal training in procurement and supply.  One institution that offers this course is the Chartered Institute of Purchasing and supply, UK.                                                    
16.1 
The Chartered Institute of Purchasing And Supply, (CIPS) UK
The Chartered Institute of Purchasing and Supply, is an international organization based in the UK, serving the Purchasing and supply profession. Dedicated to promoting best practices, CIPS provide a wide range of services for the benefit of members and the wider business community.  CIPS provide a program of continuous improvement in professional standards and raises awareness of the purchasing and supply make to the corporate, national and international prosperity.

CIPS Website; www.cips.org

Email *info@cips.org

 The Scheme of Study
The syllabuses of the CIPS are designed to provide a comprehensive framework for study and examination of the role and management practices of a broad-based purchasing and supply profession, the scope of which has greatly expanded in recent years. It now extents far beyond the frontiers traditionally delineated by such terms as 'buying' and 'stores management'. Its functions embrace all activities within the supply chain that is to Say;

a)     specification of requirement;

b)     sourcing and acquisition of materials and services;

c)     negotiation and management of contracts and projects;

d)    control and movement of materials through operational processes;

e)     inspection, quality assurance, handling, storage and distribution.

f)     Control and disposal of waste and redundant materials;

This wide range of responsibility illustrates the vital, strategic role which the profession plays in corporate management. The need to coordinate the management of all activities within the supply chain from sourcing and acquisition, through production, where appropriate, and distribution to the customer, has become increasingly recognized in recent years. The syllabus requires student to study in a way in which such coordination can best be achieved, depending upon the nature of the business concerned to create competitive advantage through simultaneous achievement of high customer service levels, optimum investment and value for money. The term 'logistics', supply chain management', 'materials management' and 'total procurement', are amongst those used to describe this coordination but, whichever term is used, the aim remains to optimize the profession's contribution to the corporate goal.

Syllabus Subjects
In order to satisfy the educational requirements for membership of the institute,
candidates must complete either by examination or exemption, all subjects in
section A and B below, and any Two in section C.

A Foundation stage
• •   The Purchasing Environment

•     Business Organization and Processes

•    Managing Human Resource

•     Business Analysis

•     Legal and Procurement processes

•     Introduction to Purchasing and Supply Management

B Professional stage (Compulsory)
•      Strategy & Strategic procurement I

•      Strategy & Strategic procurement II

•      Tactics & Operation

•     Legal aspect for Purchasing & Supply chain Management

•     Storage and Distribution

•     Commercial Relationship

•     Case study

C Professional stage (Elective)

Two of the following;

•      Project

•     Operations Management

•     Marketing

•     Project and contract management

•     Retail Merchandise Management

•      International purchasing

16.2 
Schools Offering MBA In Procurement
The following schools offer MBA in Procurement;

a)    University of Birmingham, UK

b)     University of Cardiff, UK

16.3 
Other Institutions offering Training of Procurement
The following institutions offer training in procurement

a)    Liberia Institute of Management and Public Administration. (LIMPA)

b)    Crown Agents, UK.

16.4 
Routes to CIPS Membership.
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