AFD / Department of Operations in Foreign Countries

AFD FINANCED PROCUREMENT IN FOREIGN COUNTRIES

INTERVENTION PRINCIPLES

As a public development agency, thgence Francaise de Développem@fD) is required

to ensure that resources made available throudin#éacial assistance are properly used. Its
Financing Agreements provide that procurement nitelsland contracts are subject to
AFD’s prior no-objections. This document is meaat grovide information to potential
Project Owners and contracting parties of AFD fowth contracts, concerning AFD’s
procurement directives and procedures. It is divieko three sections as follows:

1. General intervention principles,

2. Procurement of goods and works: specific pointsvhich AFD lays particular emphasis
with respect to internationally recognized prineg and

3. Procurement of intellectual services: specific pimn which AFD lays particular
emphasis, with respect to internationally recogtigenciples.

It should be noted that, notwithstanding the teofihe Financing Agreement signed between
AFD and the Project Owner (the recipient of the ABBn or grant), the relationship between
the Project Owner and the supplier of goods, waorkservices is solely governed by: (i) the
Project Owner’s bidding documents and (ii) the limead contract between the Project Owner
and the supplier of goods, works or services. TiogePt Owner shall ensure compliance with
local regulations applicable to externally financamhtracts, and if warranted, shall seek
advices from local legal services.

The Agence Francaise de Développemenly finances projects in accordance with its own
conditions as determined by its financing agreemBiiat privity shall be deemed to exist

between theAgence Francaise de Développemand any third party apart from the Project
Owner (the recipient of its financing).

The Agence Francaise de Développemergy suspend or definitively stop payments made
under a project without prior notification to thepplier of goods, works or services, and with
no subsequent entitlement for the latter to ditegal rights to the amounts that could have
been provided under the project financing. The Bepgpof goods, works or services have to
bear the consequences of any overdue payments igpdtet that may arise in their
relationship with the Project Owner (the recipiefthe financing).

Any interactions that may occur between any pergber than the Project Owner (recipient
of the financing) and thégence Francaise de Développementa project, is not and shall
not be construed as implying an obligation or guwdétion by theAgence Francaise de

Développemerih favor of that person or any third party.

For further information or suggestions to this doemt, please write to our contact emalil
addresspassationmarche@atfd.fr

AFD’s website:http://www.afd.fr/
January 2007
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General Intervention Principles

 Untied Financing.

Since January 1, 2002, AFD’s assistance has allags untiel AFD finances any

goods and services irrespective of country of ofigif the supplier or service provider
nor the amount of the contract. This policy is anty implemented in “Less Developed
Countries” (LDCs) in compliance with the OECD recuendation of April 20, 2001 but
also in all AFD partner countries.

» Competition and Transparency.

AFD requires the Project Owner to ensure competitind transparency in compliance
with internationally recognized practices and asomemended by the OECD, for the
information and short listing of potential providethe content and publication of bidding
documents, the bids evaluation and award of catstrac

Generally, AFD does not authorize direct contragtiberogation from competitive
bidding may be allowed on an exception basis pexid is backed by overriding
arguments and authorized by national regulafions

» Advertising.

The Project Owner should advertise widely callsegpressions of interest and calls for
bids. Procurement notices should be published imsites and appropriate “print media”;

in a national media whatever the case, and in @arnational media for international

competitive bids. AFD should be able to verify #ffectiveness of the advertising.

Recommended websites:
- AFD’s website should take precedence given thatésscto and the management
of publications on the website has been developgaitnership witibGMarket
of theDevelopment Gatewdyoundation
- the website of Ubifrance;
- any national websites giving free access (for mstathe official website of the
Central Procurement Directorate).

Furthermore, in compliance with the untied develeptraid policy, AFD is required to
provide information on the website of the Developmaid Committee (DAC) of the
OECD on the organization of any procurement itriitess greater than 700,000 SDRs
130,000 SDRs for “technical cooperation” activitiegked to an investment project. AFD
must also ensure that the results of its callsbids are published. The Project Owner

! with the exception of long-term in country expsetivhere the request of the project managemeniohds
with members of the French Civil Service. In thise, a direct contracting is made with the pubiierest
group, “France Coopération Internationale”.

2 Except for a national embargo.

% Cases where a derogation to the principle of caitiye bidding will be justified: (i) operations geiring a
homogenous set of materials; (ii) operations balgngo a “proprietary system”; (iii) where thereasly one
provider; (iv) in cases of emergency (after ankeprake).

* Special Drawing Rights (SDRs) refers to an intéomal currency with potential claim used by member
countries of the International Monetary Fund (IMF).
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shall thus take any measures required to traneBemecessary information to AFD to
enable the fulfillment of this obligation.

« |mplementation of National Reqgulations.

National procurement regulations of the partnerntguapply to AFD financing in
compliance with the relevant internationally recagd good practices and subject to
AFD’s specific provisions reflecting its financimgnditions of and France’s international
obligations, especially with respect to money laarmy and terrorism financing.

During project preparation, the Project Owner sipapare and submit a satisfactory
procurement plan to AFD specifying: (a) the prooweat of goods and works required to
carry out the project during an initial period of l@ast 18 months, (b) proposed
procurement methods and (c) AFD review procedurés. Project Owner shall update
the said procurement plan yearly or at any timenduproject execution as needed. The
Project Owner shall implement the procurement pleapproved by AFD.

For contracts likely to involve international comipee bidding, AFD could provide
useful recommendations to the Project Owner attithe of the project appraisal, for
instance with respect to: implementing multilatedalnors regulations (World Bank,
Regional Development Banks) with which the Pro@egtner is already familiar, AFD
standard bidding documents or harmonized standading documents of multilateral
donors.

Where there is co-financing by AFD and other donarprior consultation between the
donors and Project Owner will define a set of aggllle rules which complies with the
procedures of all co-financiers.

« Project Owner’'s exclusive responsibility in defipinand managing Procurement,
including the awarding of contracts.

While contract awarding responsibility definitelgd solely with the Project Owner, AFD
must ensure that the entire procurement procesdsmesnsparency, fairness and
effectiveness criteria required by French and fdgonal partner institutions.
Consequently, AFD’s no-objections will be requigddspecific stages of the procurement
process. A no-objection is given to the Project ®mafter submission of:

- Prequalification documents (if applicable).
Where there is a prequalificatfyrihe Project Owner shall provide AFD with the
invitation to pre-qualify, the prequalification dowents and the proposed method
of evaluation before any publication of a call bods.

® The term “short listing” is also used for the proement of intellectual services. Short listingersfto the
selection of a limited number of potential biddendso are invited to bid, among those who meet uph whe
qualification criteria and are considered capalblproviding the services sought. With “prequalifica”, often
used in the procurement of goods and works, artation is made to all bidders who meet up with the
qualification criteria to bid, no matter their nuemb
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- Results of the prequalification or the shortlist (if applicable).
Before notifying bidders on the decision takerg Broject Owner shall submit a
report on the bids evaluation and the proposedolispre-qualified bidders to
AFD.

- Draft bidding documents.
Before launching the call for bids, the Project ri@w shall submit the draft
bidding documents to AFD. This should consist o$tiactions to bidders,
including the criteria for bids evaluation, and tgplicable administrative and
technical conditions as well as the call for bidseve there is no prequalification
stage. It is recommended to use AFD standard bgddocuments (see AFD’s
website).

- Award of contract.
After the bids evaluation and before a final awadedision is reached, the Project
Owner shall submit: a detailed report on the ewadnaand comparison of the bids
received; recommendations for the award of theraotitand a copy of the bid
submitted by the bidder provisionally awarded cactir The Project Owner shall
then award the contract only after receiving a bgction from AFD.

- thedraft contract.
Before endorsement, the Project Owner shall concaten to AFD the draft
contract, and subsequently any draft amendmentntiagt modify any terms and
conditions of the contract.

« Compliance with Environmental and Social Respolisibi

To promote sustainable development, AFD ensure tange with environmental and
social responsibility. In this regard bidders sliloul

- comply with national and international standanfi®nvironmental protection and
labor law applicable in the country where the cacitis executed, as well as with
key International Labor Organization (ILO) convemis and international
agreements on environmental protection;

- implement these standards during the contractugia using the World Bank
Group’s environmental and social safeguard polieiesvell as pertinent OECD
Council recommendations;

- take measures to mitigate environmental and boisies identified through the

environmental and social risks control approach cwhiwill have been
communicated to them.

* Fight Against Fraud and Corruption

AFD requires that recipients of its financing (Raj Owners and successful bidders)
comply with the highest ethical standards durirggdtvard and execution of contracts.
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To withhold this principle, and after carrying anvestigations and drawing conclusions
in accordance with its own procedures, AFD willedappropriate measures if it finds out
that the procurement process of a project it fieanbhas been tainted by corruption,
fraudulent activities, collusive or coercive praes, or extraordinary commercial
expenses.

* Fight Against Terrorism

The Project Owner shall not be involved in any bass relationship with any person or
entity included in any embargo or anti-terrorisistdi published by the United Nations,
European Union or French government lists.
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“Good Practices” in the Procurement of Goods and Wo rks

Open bidding is the recommended practice, with itnaut prequalification.

+ Deadline for Submission of bids

Where there is prequalification, the time allowed preparing and submission of bids
must not be less than 4 weeks beginning from th#iqation date of the Invitation to
Pre-qualify.

Generally, for international competitive biddingpettime allowed for preparing and
submission of bids submission should be a minimdir8 weeks (and exceptionally 6
weeks) beginning from the publication date of thé for bids or the Invitation to Bid
where the bid is preceded by prequalification.

*« Opening of the Bids

Bids containing price information (except for applion documents in the case of
prequalification) must be opened in public, thatinsthe presence of representatives of
bidders who intend to attend the bid opening. Bidrong should preferably take place
immediately after the deadline for the submissidrbiols. Bid prices, and prices of
alternative offers, should be read out loudly dgitine opening of each bid.

+ Bids Evaluation

The bid and the bidder’s qualification to carry ¢t works or supply the goods should
be evaluated separately, without cross-weightisgigionly the criteria specified in the
bidding documents. To maintain objectivity, it scommended that outcomes for each
criterion be limited to either “acceptable” or “wtaptable”, and that unacceptable bids
be eliminated on the basis of one or a group déma without weighted evaluation of
said criteria.

The bidder’s financial proposal should take precede Two evaluation methods are
generally used.

1/ The one-envelope system, in which the technaa financial proposals are
contained in one envelope: after all bids have lmgmmed, the successful bid is the
lowest evaluated bid which is technically and adstratively acceptable.

2/ The two-envelope system, in which one envelopetains the bid’s technical
proposal and the other the financial proposal:tFifse technical proposals are
opened to evaluate the technical qualifications. sHid qualifications are
satisfactory, the second envelope containing thanfiial proposal is opened to
evaluate the financial proposal. The successfulshide lowest evaluated bid.
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* Consideration of Alternative Bids

The section “Instructions to the Bidders” (in theding documents) could mention the
possibility for the bidders to make alternative eo$f as may be the case for the
procurement of works, with the objective of redgcinosts or enhancing technical
solutions. In that case, the bidding documents rspstify the chosen method for the
evaluation of the alternative offers.

If the “Instruction to Bidders” does not expligitinvite alternative offers, any alternative
offer submitted by a bidder can only be considafeshid bidder has also submit a
proposal for the basic solution as it is specifiedhe bidding documents and if the
Project Owner considers said proposal as the nesgionsive to said basic solution.
Therefore a bid responding to the basic solutiom&ndatory and is the only base for
awarding the contract. Only alternative offers msgx by the provisionally successful
bidder can be considered at the time when the acinis being finalized.

* Consideration of Discounts

Some bids may also have discounts and these asysleonsidered during evaluation.
An unconditional discount is acceptable so lonthashidder demonstrates the method by
which said discount will be applied. In the caselafe (individual contract) and package
(group of contracts), a bidder may also offer onenore discounts conditional upon the
award of several slices. In this case, conditiormided in the bidding documents will
determine how said discount(s) must be taken intmant, provided that all bids for all
slices have been submitted and opened at the saime t

« Transportation and Insurance

Bidders are invited to submit their bids in comptia with international regulations
defined by the International Chamber of Commercelie interpretation of International
Commercial Terms used in foreign trade (Incoterni$leir bids should preferably be
charged on the basis of Clprices (named place of destination) for goods rfeured
abroad, and EXW prices (named factory or warehouse) for goods fieatured and
assembled in the country of the Project Owner ahdre further internal transportation
and insurance costs are incurred up to the pladesiination.

® CIP : Carriage and Insurance Paid to.
"EXW : EX Works (named place)
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“Good practices” in the Procurement of Consulting S ervices

Generally, limited bidding should be the rule.

« Establishing a Short List

Consulting services contract greater than 210,00fbse should systematically use
prequalification. Below this amount, establishingiscretionary list of several names is
acceptable.

The deadline for submitting applications shouldnbeess than 4 weeks beginning from
the publication date of invitation to pre-qualify.

The Project Owner is responsible for establishirghart list of potential bidders to bid.
Potential bidders in said short list should hawe abilities and qualifications needed to
effectively provide the services under the contrabe short list should include potential
bidders pertaining to the same category with sinaitalities and commercial goals.

 Receipt of Bids

The deadline for submission of proposals, taking iaccount the importance and
complexity of services to be provided, shall bdess than 6 weeks (and exceptionally 4
weeks) nor more than 3 months beginning from theerleof invitation sent to the
potential bidders in the short list.

* Opening of the Bids

Bids with price information (except for applicat®from short listed potential bidders or
technical proposals in the case of the two-envekystem) must be opened in public,
that is, in the presence of representatives ofdsgld/ho intend to attend.

* Bids Evaluation

The selection is generally based on quality and, cogh weighted technical and
financial proposals.

The technical proposal of the bid should take ptenee over the financial proposal. The
two-envelope system, in which the technical propiss@ one envelope and the financial
proposal in the other, is recommended. The techrpoaposals are examined and
evaluated before the financial proposals are opehleel weights (in percentage) used in
each evaluation tend to vary. Weights for the tesdinevaluation note usually vary

between 70 and 80%, while weights for the finaneialluation note vary between 20 and
30%. An eliminatory mark for the technical proposahklso established either below a
predetermined threshold or relative to the besainbtl mark. The successful bid is the
bid with the best combined (technical and finarnaiwérk.
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e Conflict of Interest

The most common types of conflict of interest are:

1. A company selected to provide consultancy servioeshe project preparation and
execution cannot be subsequently allowed to sugplyds, carry out works or
provide services (other than the services involwedthe continuation of its
consultancy services) associated to its initialsmis in the same project.

However, in some cases a company that providesultansy services can be
authorized to make another bid for upcoming coasgly services. Thus, a
consultant firm may bid for the preliminary enginag, and then for the detailed
engineering, for the preparation of bidding docuteeand finally for the control of
works under the same project.

2. A company cannot be selected for a mission whichiteyvery nature could
subsequently be incompatible with another missiodeataken by said company.
Thus, a consultant firm providing consultancy sexsi to a customer for the
privatization of a public corporation cannot be alwed in the provision of
consultancy services to potential buyers of sarga@@tion at the same time.

3. Particular effort should be made to ensure thatogparate officer of a bidding
company should not have any personal interest milyfarelationship with any
member involved in the project management who @pdtes in the contract
definition, award, execution or supervision.

These rules apply to bidding companies and théisigiaries.

e  Securities
Bid securities and performance securities are mhisable in the procurement of

intellectual services. The use of Performance bosbeuld be restricted to the
recruitment of engineers managing complex and iatio® projects.

+ Staff Replacement

If it becomes necessary to replace experts workirgn ongoing mission, the new staff
proposed must have an equal level of qualificaibthe very least, and is entitled to an
identical remuneration.

Any staff replacement before the beginning of tleevise provision should not be
allowed unless the reasons provided have been desatisfactory.
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Glossary of some of the terms used in this document

Terms

Meaning

* Recipient

The contracting party to a financing agreement Wit.

* Assistance

A grant or loan provided by AFD to a recipient.

* Financing
Agreement

A contractual document cosigned by AFD and a reaip(Foreign state
company, public institution, etc.) that providekegal framework to AFD’$

assistance to a project.

* Project Appraisal

It refers to a study carried out during projectparm@tion by the donor(s) fo

determine whether financing said project is ad\iesabhe correspondin

g

French term is “¢aluatiori which must not be confused with the English

term “evaluation” which refers to a review of theseution and results of
completed project.

+ Consultant

This generic term has a number of meanings: itccbalthe Engineer, or &
assistant or consultant of the Engineer, or a dtargudelegated by th
donor to evaluate the technical and financial aspewolved in the use (
the funds allocated to the projéct

e Engineer

The Engineer is accountabléo the Project Owner for the design &

control the work execution. The Engineer's serviees specified in

management contrdtsigned with the Project Owner. The Engine

functions usually include:

« conducting project-related studies programmed byPttoject Ownét;

e preparing the bidding documents;

e assisting the Project Owner in selecting the catdraand in finalizing
the contract;

« directing and controlling the project wotks

» scheduling, managing and coordinating on the witek s

« assisting the Project Owner with acceptance okeptayorks.

a

e
nf

and

er's

e Project Owner

The person for whom works, supply of goods or sewiare provided ar
for whom the project is carried out (cf. the “owher

e Open/ Limited
bidding

Competitive bidding is the procedure by which threj&ct Owner select
the successful bidder on the basis of objectiveerea which have bee
made known to the bidders in advance. Competitidelibg is said to b
open when any business person or entity can subimid. It is said to b
limited when only business persons who have beenqpalified are
authorized to bid.

8 This mission shall be carry out by the Engineethéfre is one, who will report to both the Proj@gtner and the donor.
o According to civil law (French Law), for a buildirgy civil engineering work, the contractor as wadlthe engineer have a
decennial liability towards the Project Owner foydidden defects which may undermine the strenfjithe building or the
use to which it is supposed to be put.

° There is no separate engineer in the “design-execuapproach. The Project Owner deals only with tompany which
in turn carries out the design and execution sffits

" \Where detailed surveys, particularly constructiorveys, are carried out by the contractor, the By oversees the work
by endorsing the documents developped by the azintra

21t is the sole duty of the Engineer to enjoin roatorders to the company for the contract execution
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e Extraordinary “Extraordinary Commercial Expenses” refer to: amynenission which is
Commercial not mentioned in the main contract or which doesatdeast result from gn
Expenses unrelated contract made in due form with a refezeiocthe main contragt;

any commission which does not remunerate any eféeclegitimate
service; any commission paid to a tax haven; ampnaission paid to
beneficiary who is not clearly identified or to ampmpany which i
evidently a front company. Extraordinary commerciekpenses af
prohibited and could result in the cancellatio®&D financing.

D D
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