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Training: Construction contracts

Oth - 12th July 2018
in Addis Ababa
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Introduction: who are we?
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Introduction:
E240 in E200

Dietmar Ahle Angela
(Senior) Ferreira
Moreira
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(Head of department
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E200)
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Introduction: who are you?
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Rules for the training?

What do you expect from the
training?
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Agenda for today

Ol \Welcome
Introduction, rules, expectations
Definition “construction”, regulations
Procurement principles in GIZ, compliance

R Bl Coffee break

ISR VA O Team work “how does the process looks like now?”
Overview of the whole process (7 steps)
Questions & answers
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Construction works:

* build, maintain, change and
demolish the physical
structure.

(Physical structure is connected with the
ground and built out of construction
materials or elements).
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Examples construction works:

* New building and related planning

« Reconstruction, modification and
renovation of buildings (GIZ Offices,
Partner Offices)

« Changes to technical fittings in buildings
(fire protection)

* Underground works (tunnels, sewage
drain)

« Infrastructure and Civil engineering
(bridge)

« Landscaping works
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Construction contract vs. Procurement of goods
(different contact persons and processes)
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giz::
Construction contract vs. Procurement of goods

Value of works > value of goods

or when the works are too specific and
could be done just by the construction
company under the construction
contract
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Construction contract vs. Procurement of goods
Pre-fabricated container school in Irak

01.04.2015
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Regulations

+ General Agreement between GIZ and
BMZ

+ Assignment from BMZ or other donors
(EV)

+ German procurement law (GWB, VgV,
VOB/A)

+ O+R, Procurement and Financing,
Contracts with construction companies
and architects / engineers
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Compliance

Compliance has assumed a very central role in economic life generally.
The concept can also be termed ‘observance of rules’, and for us at
GIZ means correct application of:

a) internal regulations (Orientation + Rules, the Code of Conduct),
b) external regulations (such as national and international laws),

c) self-imposed obligations (e.g. GIZ Corporate Principles, policies) on
the basis of integrity.
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The following principles apply to all procurement by GIZ:

« Economic efficiency and suitability

+ Competition

+ Equal treatment of bidders cn n“
* Transparency

+ Social and environmental compatibility
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When you get any “special offer” from a bidder ask
yourself if he would offer this to you as a private
person? i

What is so bad on corruption?

2) Reputation risks for GIZ

3) Any more?
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Team work

Please discuss in a group:

- What are the main steps
of construction tender?
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Process ,,Construction contracts”
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Done for today! Questions? Feedback?
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Training: Construction contracts

Oth - 12th July 2018
in Addis Ababa
by Kateryna Zwarg
& Sedef Agbal
DAY 2
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Agenda for today

Questions & answers
Step 1: Approval by Construction Unit
Step 2: Preparation of tender / Expression of interest

Coffee break
Step 2: Preparation of tender / Expression of interest
incl. discussion and team work

Lunch break
Step 3: Expression of interest
Step 4: Tender
Coffee break

MR VER VAV Step 4: Tender

incl. discussion and team work
Summary of the day
Questions & answers
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Step 1: Approval by Construction Unit (not relevant for SDR-program)

Construction Unit at HQ
(G230 Anke Reichert)

Project team

* Send the filled
release approval +
all relevant technical
documents (priced
BoQs, drawings,
specifications,
shortlist etc.) to
contact person in
Construction Unit
G230 at HQ

*Approval
(Release
approval for
construction
measures) also
called NOC
(non-objection-
certificate)

*» Keep the received
approval for tender

\files )
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11



Step 1: Approval by Construction Unit

(G230, Ms. Anke Reichert) Approval needed

if construction
related costs
(architects +
construction) are

over 100,000€

———————

in the whole
project
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Step 1: Approval by Construction Unit

Why do we need it?

« Construction measures abroad using German public funds are
sovereign tasks and need a permission of the German Federal
Ministry of Environment and Construction (BMUB)

* GIZ has a special authorization by BMUB for independent
construction measures abroad

+ (G230 holds due to the construction-specific know-how the
mandatory and supervisory function in GIZ (Construction in
International Cooperation, also called Construction Unit)
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Process ,Construction contracts”

Step 1: Approval by Construction Unit

Step 2: Preparation of tender / expression of interest

Day 2 I
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Step 3: Expression of interest

Step 4: Tender

Step 5: Tender evaluation

o™
%‘ Step 6: Signing the contract
(@]
Step 7: Contract amendment
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a

Step 2: Preparation of tender

Contracts
department at HQ

Contract manager

Project team h
at country office

(Sedef Agbal)

« Send the *» Check the » Consultancy for
documents to documents special cases /
contract manager « Choose tender problems
in the country type * Approval of
office: « Prepare the set of award ;

1) Technical tender documents Eg%cgggge or

tender docs * Enter shortlisted '

2) Priced and companies in

unpriced tender CoSoft (sanctions
sheet/Bill of list check)
quantities
(BoQ)
3) Service request \_ Y,

4) Shortlist

9th — 12th July 2018 Construction contracts Page 26
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Step 2: Preparation of tender

Terark Ledviere guck gackon, wohetle sl ofiviions

Technical tender
documents

a) projectteam
prepares them and
sends to the
country office

b) contains all
important
information for the
bidders to be able
to prepare their

9th —12th July 2018

offer

Construction contracts

Page 27

Step 2: Preparation of tender

Priced Aol

Ermmm e e thiematte s | 2 TRET
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9th —12th July 2018

Priced and unpriced tender
sheet / Bill of quantities (BoQ)

a) project team prepares them and sends

to the country office

b) priced one for internal use, unpriced to

be sent to bidders

c) calculated for this specific tender
according to market situation, previous
contracts etc. and include VAT if project

not exempted

d) plan already now the payments (e.g. 1st

one after excavation)

Construction contracts

Page 28
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Step 2: Preparation of tender

CONBTRUGTION CONTRACT giz

]

9th —12th July 2018

Service request form

a) project team sends to the country office
b) contains all important information

c) all annexes attached

Construction contracts Page 29

Step 2: Preparation of tender

Tender types

+ Open procedure: everyone can submit an offer, no negotiations

possible

+ Restriced procedure: restricted list of bidders, either identified by

an Expression of interest or by the project, no negotiations

possible

+ Negotiated procedure (direct award with tender): restricted list of

bidders, either identified by an Expression of interest or by the
project, negotiations possible

« Direct award: just one specific company (e.g. patent), urgent or
secret work etc., negotiations possible

9th —12th July 2018

Construction contracts Page 30
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Time for a break???
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Step 2: Preparation of tender

shartie giz | Shortlist

a) projectteam (not
Woreda) prepares
and sends to the
country office

b) ideally 5-8
companies

B B

C) contains
references and
contact details

d) columns 2 and 8 to
delete?

Do you have enough information about companies?
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Step 2: Preparation of expression of interest

- Eolis not a must, but needed if not enough knowledge about the

market/contractors

- Project team could alternatively select the companies on their

own

- The recommendation from E240 and Compliance team to use
the Eol in order to minimize the manipulations risks

- Itis allowed to make the known companies aware of started Eol,
but no (!) additional information

- If after evaluation e.g. 20 companies are qualified (longlist),

project team could select 5-8 for each tender (shortlist)

9th —12th July 2018

Construction contracts
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Step 2: Preparation of tender / expression of interest

[Cront v veins]
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giz

9th —12th July 2018

(E240, Kateryna Zwarg)

Approval needed if

design/construction costs are

over 50,000€

for one tender

Construction contracts

Page 34
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Time for a lunch break???

9th - 12th July 2018 Construction contracts Page 35

Process ,,Construction contracts”

—-
(@]

Step 1: Approval by Construction Unit

Step 2: Preparation of tender / expression of interest

II

Step 3: Expression of interest

Step 4: Tender

Step 5: Tender evaluation

(40)
%‘ Step 6: Signing the contract
o
Step 7: Contract amendment
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giz::

Step xpression of interest (Eol)

Project team

« Send the text
for Eol (incl.
criteria, dates)
to contract
manager in the
country office

« Deliver Eol to
Woreda (?)

« Evaluate the
applications
and issue the
short list

9th —12th July 2018

Contract manager
at country office

* Check the text

* Publish the text

* Open the
applications
and send the
scans to the
project team

* Check the
evaluation
results (long
list)

—

Construction contracts

* Collect the
applications

and give them
to the project
team (?)

Page 37

Step 3: Expression of interest (Eol)

- Keep it short and simple for companies, no discriminating criteria

- Set criteria as high as needed but as low as possible to get

enough replies

- Choose realistic deadline for submission (at least 10 calendar

days)

- Choose appropriate media (newspapers, distribute over

Woreda?)

- Prepare evaluation scheme for internal use only

9th —12th July 2018

Construction contracts

Page 38

19



Step 3: Expression of interest (Eol)

e Dt e Technical evaluation

1. st st o
[ e[ o s e

e e — |
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-
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9th —12th July 2018

| o wcrm [ Y

= a) Do it once for all companies (long list),
no need later for each tender
(companies are qualified) -> saves time

ARSI —1 | b) No. 4 work program could be requested
during tender and assessed “yes/no”.

Construction contracts

Page 39

Step 3: Expression of interest (Eol)

Handouts examples from Iraq, Ghana (incl. evaluation,

minutes of opening and final shortlist)

Ol | 5 e e

9th —12th July 2018

Construction contracts

Page 40
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Process ,Construction contracts”

Step 1: Approval by Const
N Step 2: Preparation of tender / expressi
= |
©
()] Step 3: Expression of interest
R N
. »
(40) ) il
z
(@] -
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Step 4: Tender

Contract manager
at country office

Project team

* Deliver tender

« Deliver tender * Prepare the final

documents to tender documents to

Woreda documents to the companies
« No direct the bidders ?)

contact to « Organize the * Collect sealed

bidders opening envelopes in

locked box (?)
and give them
to the project

« Deliver offers to
the country

office team
-— —
9th — 12th July 2018 Construction contracts Page 42
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Step 4: Tender

- Distribute the tender documents over Woreda to the companies
- Invitation to tender (Al form) to use

- Annexes consisting of tender, technical documents (drawings,
specifications, descriptions etc.) and commercial (A2/A3/A11 Contract
draft with annexes, A4 Tender conditions?, A5 Letter of tender?)

- Print out in contract folder (A28 Construction contract folder), electronic
copy in DMS
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Step 4: Tender

Al Invitation to tender

gizi==

Important:

- make clear what documents need
to be submitted (e.g. tender sheet,
time schedule)

- language?
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9th —12th July 2018

Construction contracts

Page 45

Step 4: Tender

Annex to tender - A2 or A3 or A11 Contract

9th —12th July 2018

Construction contracts

A2 as standard.

A3 if BoQ has 10-20
positions and no
measurement
possible.

A1l short and simple
version without 10%
retention and 12
months defects
liability period

2 languages?

Page 46
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Step 4: Tender

Annex to tender - A4 Tender conditions

FENDER  DRDNTIONS P08 COMTRAITORS

i B o, m i, o
i 1 i e 0 b

giz

9th —12th July 2018

- Modifications of BoQ

- Unit prices without VAT, VAT as

extraline
- Ambiguities
- Prohibited agreements

- Joint venture declaration

- Opening

- 2languages?

Construction contracts

Page 47

Step 4: Tender

Annex to tender — A5 Letter of tender

9th —12th July 2018

- Please add the tender details and
days in clause 4, should
correspond to clause 6 in Al

Invitation.

- Should be signed by bidders

- 2languages?

Construction contracts

Page 48
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Step 4: Tender

Annexes to tender — A6-A8 Bank guarantees

9th —12th July 2018

Construction contracts

Are required only if
bidder needs pre-
payment or does
not want to have
retentions from his
invoices
Otherwise please
delete

Page 49

Steps 1 - 4: Corruption risks

Team work

9th —12th July 2018

Construction contracts

Please discuss in your group:

- What are the corruption
possibilities in steps 1-47?
- How to prevent them?

Page 50
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Done for today! Questions? Feedback?
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Training: Construction contracts

Oth - 12th July 2018
in Addis Ababa
by Kateryna Zwarg
& Sedef Agbal
DAY 3
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Agenda for today

9:00 - Questions & answers
Step 5: Tender evaluation

pORcENEH Ul Coffee break

RN PRSI Step 5: Tender evaluation
incl. discussion and team work

Lunch break

Step 6: Signing the contract

al Coffee break

HSHCVER VAV Step 7: Contract amendment
incl. discussion and team work
Summary of the day
Questions & answers
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giz

Process ,,Construction contracts”

Step 1: Approval by Construction Unit

Step 2: Preparation of tender / expression of interest

Step 3: Expression of interest

Day 2

Step 4: Tender

*

Step 5: Tender evaluation

Step 6: Signing the contract

Day 3

Step 7: Contract amendment

9th — 12th July 2018 Construction contracts Page 54
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Step 5: Tender evaluation

Project team

» Evaluation,
clarification
meetings (incl.
minutes) with 2-3
bidders

» Send the documents
to the contract
manager:

1) Price comparison

sheet (excel sheet)

2) A16 Proposal of

award (?)

* Sign protocol on
award desicion

(& J

9th —12th July 2018

Contract manager
at country office

* Send the minutes
of opening and
scanned offers to
the project team

* Check the
evaluation results

* Prepare the
protocol on award
desicion and send
for signature to the
project

Construction contracts

Contracts
department at HQ

(Sedef Agbal)

* Consultancy for
special cases /
problems

* Approval of
documentation
of award for
>50,000€

Page 55

Step 5: Tender evaluation

¥ e o8 Tovwie Dewwry

Conebuction of Wene Sereasiog Waie 0 Afr Rugitn, Ews Warsts (E27E342) giz
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Yode [ Vomini | Neket bt

9th —12th July 2018

Construction contracts

a,

=

b)

<)
d)

e)

Minutes of
tender opening

opening to be organized by
contract manager, but done
with 2 neutral persons (no
project members) prompt after
the delivery

check the seals and dates on
envelops

fill in hand-written

offers should be kept under
lock before and after

no need to sign the tender
opening from CoSoft (double
work)

Page 56
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Step 5: Tender evaluation

=

T i e e 1o i o

Price comparison
sheet
a) For all bidders and all

positions, % deviation to cost
calculation

b) in excel

c) helps to identify too low/too
high prices for negotiations

d) price agreements visible

9th —12th July 2018

Construction contracts Page 57

Step 5: Tender evaluation

9th —12th July 2018

A16 Proposal of award

a) The format is not obligatory to use, but
helpful for documentation

b) Normally the cheapest bidder gets an
award (100% price, not 70% technical and
30% like in consulting), technical evaluation
is “yes / no”.

c) If bidders are excluded exact reasons
should be specified

Construction contracts Page 58
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Step 5: Tender evaluation

Protocol on award
desicion

— a) Contract manager in the

& country office prepares and
sends to the project for
signature

b) Technical points all companies
100

9th —12th July 2018

Construction contracts Page 59

Step 5: Tender evaluation

r.

S
1 10

9th —12th July 2018

A15 Documentation of award
(not needed in SDR-program)

a) The tender details should correspond to
award procedure (changed should be
documented in A16 Proposal of award)

b) All 4 annexes are required for approval

Construction contracts Page 60
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9th —12th July 2018

Construction contracts

Page 61

Step 5: Tender evaluation

Team work: different examples of tender evaluation

9th —12th July 2018

Construction contracts

Please discuss in
your group:

is the award
decision
understandable?
any corrections
needed?

is it clear for you
how to prepare it
and what for?

Page 62
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Time for a lunch break???
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Process ,,Construction contracts”

Day 2

Step 1: Approval by Construction Unit

Step 2: Preparation of tender / expression of interest

Step 3: Expression of interest

Step 4: Tender

F

9
a

Step 5: Tender evaluation

Step 6: Signing the contract

Step 7: Contract amendment
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Step 6: Signing the co

Project team

« Send all
contract
relevant
information to
the contract
manager

« Sign the
contract

~——

9th —12th July 2018

Contract manager
at country office

* Prepare the contract
(incl. all annexes A9,
priced BoQ,
drawings,
specifications etc.)

* Sign the contract
(Director Fin. &
Admin.) and send to
the project

* Enter the results in
CoSoft

* Prepare the contract
folder in paper and in

\_ PMS

J

Construction contracts

Contractor

* Sign the
contract

Page 65

9th —12th July 2018

A28 Construction contract folder

a) Not obligatory, just the recommendation

b) Not all documents exists in each project

Construction contracts

Page 66
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Process ,,Construction contracts”

Day 2

Step 1: Approval by Construction Unit

[l)ay 3

Step 7: Contract amendment

9th — 12th July 2018 Construction contracts Page 68
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Step 7: Contract amendment

Project team

* Inform the contract
manager before the
extra works done that
the amendment is
needed

» Send the documents
to the contract
manager:

1) Technical
justification and
price evaluation

2) New BoQ from
contractor

* Sign the contract

\_ amendment

J

9th —12th July 2018

Contract manager
at country office

* Check all documents

* Prepare the contract
amendment

* Sign it (Director Fin. &
Admin.) and send to the
project

» Enter the amendment in
CoSoft

» Add the amendment to
the contract folder in
paper and in DMS

- J/

Construction contracts

Contractor

* Prepare new
offer

* Sign the

contract

amendment

Page 69

Step 7: Contract amendment

e — Comvpntanty
——— € 0. - S

rocr sy

Needed if:

Important:

9th —12th July 2018

Construction contracts

— amendment is over 50,000€

A17 Documentation of amendment
(not needed in SDR-program)

— all 5 annexes are required for approval

Page 70
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9th —12th July 2018 Construction contracts

Please discuss in
your group:

- how to minimize

the amount of
amendments?

Page 71

Steps 5 - 7: Corruption risks

Team work

9th — 12th July 2018 Construction contracts

Please discuss in your group:

What are the corruption
possibilities in steps 5-7?
How to prevent them?

Page 72
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Day 2
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Training: Construction contracts

Oth - 12th July 2018
in Addis Ababa
by Kateryna Zwarg
& Sedef Agbal
DAY 4

Agenda for today

9:00 — 10:30 Questions & answers
Invoicing
Time schedule for the whole process
If something goes wrong

RN EH U Coffee break

RO PRCVB | ocal subsidies process

iR KRB Lunch break

HEHCVER RO Summary incl. team work:
1) improvements in process, 2) in documents, 3) corruption
risks

Coffee break

15 VAU Summary of the training
Questions & answers
Feedback
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giz ==
Invoice verification

Project team should check each invoice:

- Works are really done? Invoice according to the progress on site? (also
for lump-sum-contracts)

- Prices according to the contract?

- If quantities exceed that ones in BoQ -> inform contract manager about
the amendment

Results to the accounting team in country office

9th - 12th July 2018 Construction contracts Page 77

Time schedule

Activity WEELS SDR-
program

Planning and preparing BoQ 2-8
Step 1: Approval by Construction Unit 2-4
Step 2: Preparation of tender / expression of 1-2
interest

Step 3: Expression of interest 2-4
Step 4: Tender 2-6
Step 5: Tender evaluation incl. negotiations 2-6
Step 6: Signing the contract 1-2

Total 12-32

Step 7: Contract amendment 2-4

9th — 12th July 2018 Construction contracts Page 78
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If something goes wrong:

1) Construction stop due to weather, conflicts etc.

=

2) Contractor has no money to buy the materials | S Sar
IBobinde >
3) Emergency works as amendment BULDER | i

4) Insufficient performance of Contractor
5) Contract termination from GIZ or from Contractor
6) Defects after taking-over

7) What else?

9th - 12th July 2018 Construction contracts Page 79

Time for a break???
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Process ,,Construction contracts” via local subsidies

Woreda does on their

Step 1: Approval by Cons n Unit
b

o) Step 2: Preparation of tender / expression of interest
b 9
g o

O t = i int t
o _S ep 3: Expression of interes
= ) —
O o Step 4: Tender
g O 2
= E=1ll Step 5: Tender evaluation
= |
o £
Q: g _Step 6: Signing the contract
= L
% Step 7: Contract amendment
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a

Time for a lunch break???
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Team work

9th —12th July 2018

Construction contracts

Please discuss in your group:

improvements in the
process? or
improvements in the
documents? or
corruption risks?

Page 83

9th —12th July 2018

Construction contracts

Page 84
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Summary of the training
Expectations fulfilled?
Feedback?
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Donelll
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